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BEFORE THE PUBLIC SERVICE   OM MISSION 

, In re: Petition of Florida Power & Light 
Company to recover costs of natural gas 

I 
e .  

1 storage project. I 

. I  DOCKET NO. 

, Fi’ILJD: April28,2006 

.” 
‘ ‘ 1  ‘Pal& ‘Gas Storage, Inc. (“MoBay”; FPL’s participation in the Gas Storage Facility will be 

I 
I 
I 
I 
I 
I 
I 
I 
I 

,, refbrred to as the “Gas Storage Project”). As further discussed below and in the &davit 

submitted with this Petition, the Gas Storage Project will substantially increase FPL’s ability to 

hedge the physical supply of natural gas, resulting in a significant increase in system reliability 

and a reduction in natural gas price volatility. The location of the Gas Storage Facility at the 

termini of the Gulfstream Natural Gas Systems (“Gulfstream”) and the Florida Gas Transmission 

(‘‘gGT’’) Zone 3,  Mobile Bay pipelines will also allow FPL to realize the maximum benefit of its 

existing firm transportation arrangements and avoid “pancaked” pipeline transportation fees. 

FPL currently recovers the costs of natural gas storage arrangements through the Fuel Clause, as 

part of its gas transportation charges. Recovery of reasoriably and prudently incurred costs for 

the Gas Storage-Aoject through the Fuel Clause‘is appropriate. In further support of this 

Petition, FPL states: 

I 1  
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I -  I 

I 

' i  Background 
4 

I 

1. FPL i's a public utility subject to the regulatory jurisdiction' of the Coinmission 

under Chapter 36k, 'Rorida Statutes. The Company's, principal offfces are 1ocated''at ;709 

Universe Boulevard; Juno Beach, Florida: 

I 

. .  ' I  I 

811 I 

t.. 

I 

I 

*. . 

I b .  

2. All notices, pleadings and other communications requiied to be served on the 
I 

petitioner should,be dixected to: 
, .I , 

John T. Butler, Esq. 
Senior Attorney 
Florida Power & Light Company 
9250 W. Hagler Street , 

l Miami, honda 33174 
(305) 552-3867 
(305) 552-3865 (Fa) 

k 

'? -and- 

* ME ,William G. Walker, Ill . 
l . Florida Power & Light Company 

215 South Monroe Street, Suite 8101 
Tallahassee, I% 32301-1859 
(850) 521-3910 I [  

(850) 521-3939 

I ' I  

I 

I rrv I ,  

I 

li 
I I ,  

I 1 ,  
I 

I 
I , I  

,ri. 
3. The justification for approval of the Gas Storage Project is addressed in the affidavit 

of Gerard J. Yupp, which is, attached as Exhibit A and made part of this Petition. 
I 
I I Background on Natural Gas Storage 

I 

I IN 

4. FPL depends upon natural gas fot a substantial portion of the electric energy it 

generates each year. For example, slightly over 50% of FPL's 2005 total generated MWh were 

produced with natural gas. Unlike coal, oil and nuclear fuel, it is impractical to store significant 

I 
I, .. I 

quantities of natural gas at the generating facilities where it is burned. This means that, in the 

absence of off-site storage arrangements, FPL must depend on a constant supply of natural gas 

into the pipelines that deliver it to FPL. Any dismptions of those sources of supply by hurricanes 

- I 
I 

2 
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I 

I 

or other events can result in nearly immediate and quite substantial reductions in the amount of . 

natur'al gas available for FPL's gas-fired generating facilitieh. I r 
5.  FPL has utilized small-scale natural gas storage,arrangements for several years. 

Since 2003, &L has recovered costs associated with'those bangements through the Fuel Clause 

I 
' I  

I 

I' 
I ' I  

I 
I, 
I 

I 

as'part of its na'tural gas trapportation charges. Additionally, FPL has included the results of its 

phys cal 'hedging activities associated with natural gas storage in the Fuel Clause and in its i 
I 

I 

I 
I H!ek!adg Report filed each April. 

Description of Gas Storage Project and Its Benefits 
I 

I ' 6 .  As explained in greater detail in Mi. Yupp's  davit, the Gas Storage Facility is 
I I 

located in Mobile County, Alabama. It will entail the high pressure injection of natural gas 
-c r 

undkrground into an existing, depleted-d field: The Gas Storage Facility is situated at the input 

teqdni, of the Gulfstream pipeline and FGT Mobile Bay pipelines. F'FL's utilization of natural 
. ( 1  I l l  

' '  I I gas"storage over the past several years has been beneficial in enhancing the reliability of natural . 
\ 

I 
I 
I 
I 
I 
I 
I 
I 
I 

- 

, * I  r f  
gas supply and mitigating some of the impact of natural gas price volatility, particularly duiing 

severe weather events. However, the 2004 and 2005 hurricane seasons presented numerous fuel 

supply challenges that have caused FPL to re-evaluate the extent of natural gas storage from 

which FPL and its customers could benefit. 

7. The susceptibility of the DestinMobile Bay area to production shut-ins due to the 

threat or impact of severe weather events has proven to be a particularly significant challenge. 

Price volatility in the Destin/Mobile Bay area is high due to this supply limitation. 

ApproxinateIy 48% of the firm gas transportation capacity, on both FGT and Gulfstream, which 

FPL uses to supply its gas-fired generating facilities, is tied to off-shore production in the 

Destin/Mobile Bay area. Production shut-ins throughout this area have a significant impact on 

the availability of natural gas to supply both the FGT and Gulfstream pipelines. To the extent 

that production is curtailed in the area, F'PL must find dternate means to supply gas into the FGT 
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I -. 

I -  

I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I f  

- 

, , 

I '  

and Gulfstread pipelines. FPL's existing small-scale na&al.'gas storage, mangedent is tied 

only to FGT and cannot provide storage for the Gulfstream pipehe. Therefore, FPL's options 

for obtaining na*h gas supply for Gulfstream after production shut-ins are ciUrently very 

limited. I '  

' I  ' 
I 

8 /I# 

8. The Gas Storage Project is a critical step in helping reduce RL's vulnerability to 

natural gas supply curtailments in the DestinMobile Bay area and limiting FPL's exposure to the 

volatibty inherent in relying on spot market gas or alternate fuels during severe weather events 

and periods of high demand. Natural gas storage also allows FPL to better manage and respond 

1 

I 
I .  I I 

to intra-day changes in its natyral gas requirements due to lohd variance, unit outages, etc. The 

ability to withdraw gas from storage on an infra-day basis allows FPL to poteritially avoid having 

to purchase-higher priced, intra-day natural gas and/or dispatching generation with alternate. 

fuels. The Gas Storage Project will enhance FPL's ability to manage day-to-day and intra-day 

changes. Natural1 gas that is withdrawn from the Gas Storage Facility may be fed &rectly 'into 

the,Gulfstream andor FGT pipelines and transported to EpL's generating facilitiks using FFL's 

current firm transportation agreements. Because the withdrawn natural gas does not first have to 

I 

I 

& I '  9 
I 

1 1  

, ,  I I 
I 

be transported through other pipelines, FPL will not be subjected to multiple or "pancaked" 

transportation charges. 
, # I .  

9. FPL will be. an ''anchor tenant" of the Gas Storage.Facility. Its entitlement to store up 

to 6 million dekathems which represents approximately 50% of the Gas Storage Facility's Phase 

I capacity. Six million dekathems corresponds to approximately five days of FPL's typical 

natural gas consumption. Thus, the Gas Storage Project will substantially improve FFL's ability 

to withstand disruptions to the Gulf of Mexico production facilities such as occurred in the 2005 

hurricane season, without having to reduce the output of its gas-fired generating faciiities. 

Moreover, as explained in Mi. Yupp's midavit, the ability to store a substantial volume of 

natural gas allows FPL to be more selective as to when it purchases gas. 

4 
GJY-3 

Page 4 of 57 



I 

I . , ,  . ’ I  

I 

I 

. ’ TktGng ofthe Gas.StomgeProject 
. .  

10. In order ,to.secure ‘ a  substantid . ’  participation in’the %as Storage Facility-and to help 
r r  1 

ensure the facility’s finamid .viability,. FPL entered intd a ,Firm Storage Senke  Precedent. 

Agreement (the “Prebedent Agreement”) with MoBay on April 1, 2006.. The Gas Storage 

Facility is scheduled to go. into service between December 31, 2007 and July 1; 2008. FPL is 

entitled h d e r  the Precedent Agreement to terminate its . .  involvement anytime after 0 , .  December 31, ’ ’ 

. ’ :  . ,  

I 
‘ t  

s .  

3 
. I  

’ ,  
t . .  

I 

. f  
\ : .  

,. ; .. ,. I 
I S  

i I 
I 2b&% the Gas Storage Facility is not yet in service and MoBay is not exercising ,’ . I commercially 

... . 
I ’ reasonable efforts to complete it; A copy of the Precedent Agreement is Attachment 2 to Mr. 

I 
, .  

’ , 1 Yupp’s affidavit. 
I I I ,  . . ’  I Proposed ‘Cost Recoverv for Gas Storage I .  Pro-iect . ” .  

I 

I I €1. The Gas Storage Project wilI.prouide’.sqbstantial additional supply-reliability and . . . 

. .  
, vol,atility-reduction benefits to FPL and its customers. As ,such, it is a fom‘of expandedj non- 

. .  
,#I ( ( 1  

I .  I/. ‘ q I I speculative physical hedging. , In approving the Hedging Resolution in 0rder:No. PSC-02-1484- 
, , I  4 

FOF-EI, Docket No. 01 1605-EI, dated October 30,2002 (the “Hedging Order”), the Commission 

stated: 
I 
I 
I 
I 

In addition, [the Hedging Resolution] maintains flexibility for each IOU to create 
the type of risk management program fpr fuel procurement that it finds most 
appropriate while allowing the Commission to retain the discretion to evaluate, 
and the parties the opportunity to address, the prudence of such programs at the 
appropriate time. Further, the [Hedging Resolution] appears to remove 
disincentives that may cunently exist for IOUs to engage in hedging transactions 
that may create customer benefits by providing a cost recovery mechanism for 
prudently incurred hedging transaction costs, gains and losses, and incremental 
operating and maintenance expenses associated with new and expanded hedging 

FPL believes that recovery of the costs for the Gas Storage Project through the Fuel Clause is 

I 

I 

I programs.” 

appropriate and consistent with the intent of the Hedging Resolution as described in the Hedging 

I Order. 

5 
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=, 

I 

I '  

12. As presently contemplated, the Gas Storage Project Gill entail t$e followifig financial 

responsibilities for FPL: . 
I 

: a. AmOnth?yktOragereservationCharge. 0 . , ,I 

b. In order (to mairitain sufficient pressure in the Gas Storage Facility to permit 
natural gas withdrawals as needed, FPL will either have to provide or lease from 
MoBhy an 'mount of gas equal to 50% of its MSQ (this is referred to as "Base 
Gas" and would amount to 3 million dekatherms for FPL). Based on MoBay's 
pricing information, FPL expects that providingits own Base Gas will be less 
expensive than leasing it from MoBay for the term of the agreement. 1 ,  

'. c. Fuel retention and 'commodity charges for injections and withdrawals of 

I 
\ 

natural gas. I 

d. A monthly inventoy insurance charge appiied to'the. total' of a tenant's MSQ. 
and Base Gas.1 This insurance protects against the risk of fire, sabotage and other 
risks that could result in losing all or part of the volume of. the stofed ga's (for 
which tenants retain the risk of loss). FPL has the option to obtain this insurance . 
itself brather than paying the monthly inventory insurance charge if deemed 
beneficial to FPL's customers. I 

e. Carrying costs associated with the substantial inventory balancb that FPL ,will 
target for maintaining in the Gas Storage Project in order to provide the reliabiliity' 
and volatility-reduction benefits described above. i 

i 

I I  

I ,  
I I  
' 13. FPL proposes to recover the Gas Storage Project costs as gas transportation charges 

and hedging transaction costs via the Fuel Clause. Specifically, WL proposes to charge for the 

cost components ideqtified above as follows: 
1 

a. Monthlv Storage Reservation Charge: This will be charged to the Fuel 
Clause as a gas transportation charge each month as it is incurred. 

Base Gas: If FPL Ik'ases Base Gqs, it will charge the lease payment to the 
Fuel Clause as a gas,transportation charge each month as it is incurred. If 
FPL elects instead to provide its own Base Gas, it will charge the value of 
that natural gas to the Fuel Clause as a gas transportation charge in the 
month when that gas is injected into the Gas Storage Facility.' Eventually, 
the Base Gas will be withdrawn and consumed by FPL. At the tinie that a 
quantity of Base Gas is withdrawn, FPL will credit to the Fuel Clause the 

b. 

' ' The Commission has historically allowed electric utilities to charge %on-recoverable oil" to the Fuel 
Clause at the time that the oil is placed into the utilities' storage tanks. See Order No. 12645, Docket No. 
83OObl-EI, dated November 3,1983. Base Gas will serve the same purpose in the Gas Storage Facility as 
non-recoverable oil serves in FPL's oil storage tanks and should be treated similarly. 

6 

h 

I 

I 

I 

E 

'. I 

I 

IIV 
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amount that it had previously charged to the FAel Clause for that quantity of 
Base Gas. 

Iniectiohithdrawal Charges: Fuel retention i d  commodity charges for the 
injection and withdrawal of natural gas will be charged to the Fuel Clause as 
gas transportation charges. 

I I 

c. 

I 

I I 

I 

d. Monthly Inventory Insurance Charge. E FPL elects to pay MoBay for this 
insdance, the monthly inventory insurance charge will be charged to the Fuel 
Clause as a gas transportation charge each month as it is incurred. HFPL 

t provides its own insurance at a lower cost than the Monthly Inventory 
Insurance Charge, it will charge the actual cost of its premiums ‘to the Fuel 
Clause as a gas transportation chargd in the month when those premiums 
accrue. 

e.  Inventory Carwing Costs. The inventory carrying costs will be calculated by 
applying the regulatory overall cost of capital, times the average ‘monthly 

to cdcdate the return on investment in a l l  of FPL’s retail cost recovery 
clauses. This amount will be charged to the’Fuel Clause as part of the 
weighted average cost of gas as buhed. 

\ I ’ 1 
I J ‘’I ’ 

I 

I 1  

I inventory balance. This calculation is consistent with the methodology used 
, 

I 

I 
1 ~ 1  ’ ) I  I Il ia14. None of the costs of the Gas Storage Project are currently recovered through FpL’s I(.. 9 I .  I I 

i , ba$b rate charges or any other recovery mechanism. 

I 15. As described in section 5, FPL has utilized small scale natural gas storage 

arrangements for several years. Initially, FPL purchased storage capacity on a short-term basis, 

but in 2003 entered into a long-term storage mangement with Bay Gas Storage Company 

Limited, Ltd. (the “Bay Gas Storage Contract”). FPL has included costs associated with the Bay 

I 
I 

Gas Storage Contract in the Fuel Clause since the contract’s inception in 2003. However, until 

now FPL has inadvertently failed to include in the Fuel Clause the carrying cost associated with 

natural gas inventory that it maintains at the Bay Gas storage facility. Consistent with Paragraph 

1’3(e) above and commencing upon approval of this petition, FTL proposes to begin including in 

the Fuel Clause the natural gas inventory carrying‘ costs associated with the Bay Gas Storage 

Contract or any successors thereto. 

I1 I 

I : 
I 

I 

- 
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' I  , I # .  
I 

& r 
I ' *  

I 

I I 

k 
I .  I NoMaterial Facts hi Dispute' 

I 

16. . 'kPL is not aware of any dispute regarding the. material faq$s contained in this ' I 

. I  ., I 
I I I 6  , .  , 

"I 

, .  
petition. I. 1 I 

I.. 

5 /I' 
I* Conclusion and Request for Relief 

I q .  

I I 4  

I '  17. ' Fsr the ,reasons discussed above and in 'Mi. Yupp's affidavit, the Gas 1 Storage. 

Projebt will serve as a physical !hedge that provides reliability and volatility-reduction benefits to 
I I 1  1 ,  b 

1 
I .  FpL's customers; its costs are not currently recovered through WL's base rate$; and recovery of 

1 
I ' ,  .. . 

those costs as gas transportation charges and hed$ng transaction costs 'via tHe Fuel Clause i s  

consistent with established Commission practice and the Hedging Order. Achordingly, recovery 

of reasonably and prudently incurred costs for the project through the Fuel Clause is I appropriate. ' .  

I 
I 

' I. 

c 

I 

WHEREFORE, FPL respectfully requests that the Commission enter I : ,  a;n order 'approving 

recovery of the rdasonably and prudently incuied costs ,of fie Gas Storage.Project &ough*the 

Fuel Clause., , I 

1 )  I '  

1 ,  

Respectfully subrgitted, 
I 

,J. John T. Butler, Esq. 
Senior Attorney 
Florida Power & Light Company 

I 9250 W, ,Hagler Street 
Miami, Florida 33174 
(305) 552-3867 
(305) 552-3865 (Fax) 

By: 

' I  

I\ ' 

I 

I I! 

1, .. 
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I .  I I 

I j * AFFIDAYFTOFGERARDYCT~P . ' I 

"I PALM BEACH COlhTY' . ;I' ' I 1 
I. 

BEFORE ME, the undersigned authority, personally appeared Gerard Yupp who, being first 
duly sworn, dkposes k d  says: 

I 

s 1. My name is Gerard Yupp. I am currently employed by Florida Power & Light Company 
("WL") as Directdr of Who1Fsa)e Operations in the Energy Marketing and Trading,Divisi,on. 1. have 
personid knowledge of the matters stated in this affidavit. 

' 2. I graduated from Drexel University with a Bachelor of Science Degree in Electrical 
Engineering in 1989. I joined the Protection and Control Department of FPL in '1989 ds a Field Engineer 
and worked in the area of relay engineering, While employed by,FPL, I earned a Masters of Business 
Administration degree from Flosda Atlantic University in 1994. In May of 1995, I joined Cytec 
Industries as a plant elebtrical engineer where I worked until October of 1996. At p a t  time, 1 rejoined 
FfTL as a real-time power trader in the Energy Marketing and Trad4g Division. Since rejoining FPL in 
1996, I have moved from real-time power trading to short-term power trading, power trading manager 
and assumed my current position in December 2004. 

I 

3. I am responsible for managing the daily activities of the Wholesale Operatiqns Group. 
Daily activities include natural gas and fuel oil procurement, fuel allocation and' fuel burn' mahagement 
for FPL's oil and/or natural gas b d g  plants, coordination of plant outages with wholesale'power 
needs, real-time power trading, short-term power trading, trmsfrissi~n procurement &d scheduling: 
Longe -term initiatives include fuel planning and evaluating opportunities within the wholesale power 

availability. 
m a d e  t!- s based on forward market conditions, FPL's outage schedule,' fuel prices and transmission 

4. FPL depends upon natural gas for a substantial portion of the electric energy it generates' 
each year. For example, slightly over 50% of FPL's 2005 total generated MWh were produced with 
natural gas. Unlike coall'bil &d nuclear fuel, it is impractical to store significant quantities of natural gas 
at the generating facilities where it is burned. This means that, in the absence of off-site storage 
arrangements, FPL must depend on a constant supply of natural gas into the pipelines that deliver it to 
FPL. Any disruptions of tho'se sources of supply by hurricanes or other events can result in nearly 
immediate and quite substantial reductions in the amount of natural gas available for FPL's gas-fired 
generating facilities. 

5. MoBay Gas Storage Hub, owned and operated by Falcon Gis Storage, In0 
(www.falcongasstorage.com) is a HDMC (high-deliverability, multi-cycle) reservoir gas storage faciliw 
of up to 50+ Bcf of storage capacity in compartmentalized high-quality gas reservoirs. Set for phased 

ly of 12 Bcf and up to 503. 
- thdrawal capabiliiies' of 1. 

es: Florida Gas Transmi 
e (Gulf South) Zone 4, an 
developed, MoBay will be the largest, most 

the United States. MoBay's primary storage 
facilities (such as compression, controls, pipeline interconnections and meter stations) will be located 

I 

I 

' I  

I 

Ill 

*, .. 
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I 
I 

8 

onshore in Coden, Alabama next to Gulf &ream’s main compression station at the codtlence of major 
. market and supply area pipeline systems and processing plants serving natural gas and electric utilities in 

the Southeast and Noi-theast markets. It wiIl be d e  only, proposed HDMC storage facility of any kind 
capable of directly connhing with the Gulfstream pipeline system serving the Florida market. HDMC 
(high-deliverability, multi-cycle) reservoir storage provides shorter and lower development costs per unit 
than other gas stbrage facilities. In turn this provides operational service at far less cost than other 
facilities such as salt caverns. HDMC reservoir storage provides high Peak Day deliverability, very large 
storag vol~umes, allows inventory to be cycIed fiom 1-6 times aMuaIly while virtually eliminating the 

occadibbs (e.g., Moss Bluff). Maintenance and overall site development for HDMC reservoir storage 
also provides far less environmental impact in development and operations. HDMC reservoir storage is 
conducted in depleted oil and gas reservoirs that are known geologic structures, having held oil and gas 
in well formed and identified geologic structures for millions of years, giving codidence in the safe, 
effecHve, active and long term storage of natural gas, unlike man-made caverns that have been known to 
‘leak andor experience catastrophic failures, including fires and explosion. (See Attachment 1). 

. 

kinds L f catastrophic failure risks that have plagued Salt Cavern storage on a number of different 
i 

, 

I I 

I 

6. The Gas Storage Project will sub9tialIy incrhase FPL’s ability to hedge the physical 
supply of natural gas, resulting in a significant increase in system reliability and a reduction in natural 
gas price volatility. The location of the Gas Storage Facility is close to the growing natural gas loads in 

. the Florida markets and can urovide benefits to all natural gas consumers in Florida. ’ Additionally, this ’ 

I , ‘ I  IBroca$on at the termini of th; Gulfstkeam pipeline and FgT Mobile Bay pipelines Will allow FPL to 
I (- I ’ I realize the maximum benefit of its existing firm transportation arrangements and avoid “pancaked” 

1 .  
1 
I 
I 
I 
I 
I 
I- 
t 

;, pipefine kmsportation fees. 
- 

7. FPL will be an ‘‘anchor tenant’ of the Gas Storage Facility. It will be entitled to store up 
to 6 million dekatherms at the Gas Storage Facility, which represents 50% of the facility’s Phase I 
capacity. Six  million dekatherms corresponds to approximately five days of FPL’s typical natural gas 
consumption. Thus, the Gas Storage Project will substantially improve FPL’s ability to withstand 
disruptions to the Gulf of Mexico production facilities, such as occurred in the 2005 hurricane season, 
without having to reduce the output of its gas-fired generating facilities. The DesthMobiIe Bay area of 
the Gulf of Mexico is highly susceptible to production shut-ins due to the threat or impact of extreme 
weather events. Approximately 48% of FPL’s firm gas transportation capacity, on FGT and Gulfstream, 
is tied to off-shore productioq in the DestinMobile Bay area, Production shut-ins in this area have a 
significant impact on the availability of natural gas to supply both the FGT and Gulfstream pipelines. To 
the extent that production is curtailed in the area, FPL must find alternate means to supply natural gas 
into the FGT and Gulfstream pipelines. FPL’s options for obtaining natural gas supply for Gulfstrewn 
after production shut-ins are currently very limited. The Gas Storage Project will provide FPL with an 
alternate gas supply source directiy connected to the Gulfstream pipeline. FPL will also be able to 
deliver gas into FGT from the Gas Storage Facility. Natural gas supplies from. this area are also subject 
to.high price volatility, not only during extreme events, but aIso during high demand periods due to 
Iocatioii %d operational reasons, Therefore, the ability to store a substmtial volume of natural gas will 

educe FPL’s vulnerability to natiuslf gas supply curtailments in the DestidMobile Bay area and 
limit FPL’s exposure to the volatility inherent in relying on spot market gas or aIternate fuels during 

severe weather events and periods of high demand. The Gas Storage Facility will also enhance FPL’s 
ability to respond to day-to-day and intra-day changes to its natural gas requirements. 

. 

. 

. ’ -. . 
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I r  
I '  
I (  
1 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 

' c  

- 

I 

. J  

* 

1 
2 
3 
4 
5 

8, I EI order to secure a substantial participatim,h the Gak Siorage Facility and to 
help ensure the facility's fin&cial viability, FPL entered into a Firm Storage Service Precedent 
Agreement (the 'Trecedent Agreement',) with MoBay on April 1, 2006. The Gas Storage 
Facility is scheduled to go into service between December 31, 2007 and, July 1,2008: FPL is 
entitled under& Precedent Agreement to terminate its involvement d&im6 after Decem>er 31, 

. 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

, 25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
-.--. 44 

28! I 

I 1  As presently contemplated, the Gas Storage Project will entail the following 

13 ' a. A monthly, storage reservation charge of = per dekathemi of thk maximum 
14 storage quantity ("MSQ'). At FPL's expected MSQ of 6 million dekatherms, this would 

be - per month. I 

9. 
I2 financial re$ponsiWities,for FPL: I. 

4 
b. 
natural gas withdfawals as needed, FPL will either have to provide or lkase from MoBay 
an amount of gas equal to 50% of its MSQ (this is referred to as ''BBgse Gad' &d would 
amount to 3 d o n  dekatherms for FPL). Based on MoBay's pricing information, FPL 

MoBay for the t e m  of the agreement. 

In order to maintain sufficient pressure in the Gas Storage Facility to permit ( I  

I 

expects that providing its own Base Gas wiU be less expensive than leasing it. fkom 
E 

I I 

c. A charge of 1% fuel retention for each dekathem of natural gas $at is injected 
into ' a d  l%'fuel retention for each dekathem withdrawn from d e  Ga's Storage Facility. 
Fuel retention is the percentage of each injected or withdrawn volume of fuel &at' the 
Gas Storage Facility retains to compensate for'fuel'used in the compression process. 
addition to fuel retention, a commodity charge of =,per dekatherm'will be applied 

' 

( I  

' I  

to all injections and withdrawals of natural gas. This commodity charge compensates ,the 
Gas Storage Facility for operation and maintenance expenses. ' 

d. A monthly inventory insurance charge of $0.0125 per dekathem, applied to the' 
total of ,$, tenant's MSQ and Base Gas. For FPL, this would be 9 million dekathem 
times $0.0125, or $112,500 per month. This insurance protects against the risk of fire, 
sabotage and other risks that could result in losing'all or part of the volume of the stored 
gas (for which, tenants retain the risk of loss). FPL has the option to obtain this hs&a.nce 
itself rather than paying the monthly inventory insiuance charge if deemed beneficial to 
FPL's customers. 

e. Canying costs associated yith the substantial inventory balance that FPL will 
target for maintaining in the Gas Storage Project in order to provide the reliability and 
volatility-reduction benefits described above. 

3 
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' ' . - I ,  
e r. I .  

I 
I 

I 

I 

I I 
I 

11. None of the costs of the Gas Storage Project are currently recovered throvgh FPL's base 
rate charges or any other recovery mechanism. FPL currently recoyers the costs of natural g8s storage 
arrangements &rough the Fuel Clause, as part of its gas tpmportation charges. Attachment 4 is MTR B- 
18 for the Test Year 2006 showing that natural gas inventory whs not included in FPL's MFR filing in 
Docket No. 05,0045-E1 and, therefore, the carrying costs associated with natural gas inventory is not 
included in FPL'S base rate charges. 

r. 
' .  

B 
. I  

I 

' \ 12: Miant says nothing further. I .  , 

I SWORN TO AM) SUBSCRIBED before me this d 7 day of April 2006, by Gerard Yupp, - . (type of identification) as 
~ 

' . ' who: is personally known to me or who has produced 
identification and who did take an oath. I 

1 

Qil4L-d 
Notary Public, State of FIor i i  J . .  

' + My 'Com'mission Expires: /! I - - ,  " , I  I 

4 . a  

I 
I 
I 
I 
I . . .  

I 
I 

I 

\I 

........... -,.- .. 

- 
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FDRM STORAGE SERMCE PRECEDENT AGREEMENT 

This Firm Storage Service Precedent Agreement (“Precedent Agreement”) is entered into 
’ .  , I 1 ’ this day of , 2006, by and betdveen MoBay Storage Hub, Inc. (S‘Owner”), 

a Delaware Corporation, and Florida Ppwer & Light Company, a corporation formed under the 

laws ,of Florida (“Shipper”). Owner and Shipper are referred to herein individually as a “Party” 
\ 

I I andh~eqtively ccPartiesy’. I 

I 

WITNESSETH: 
I 

I 
I ‘WHEREAS, Owner proposes to construct, own, and operate a subsurface natural gas 

stbrage facility and appurtenant facilities in Mobile, Alabda  (“MoBay Storage Project”) and to 

engage in the storage of natural gas in interstate commLrce subject to the jurisdiction of the 

Federal Energy Regulatory Commission (C(Commission” or “FERCY’); and 
I 

, “  ‘ I  

I ‘ I !  

’ 

r: 
WHEREAS, Shipper desires Owner to store Shipper’s natural gas on a fktn basis in the 

” MoBay Storage Project; and 

WHEREAS, subject to the terms and conditions set forth in this Precedent Agreement, 

Owner is willing to endeavor to construct, install or cause to be constructed or installed the 

necessary facilities and to provide the firm storage service as described in this Precedent 

Agreement; 

:I’ NOW THEREFORE, in consideration of the mutual covenants and agreements herein 

contained, and intending to be legally bound, Owner and Shipper stipulate and agree as follows: 

1. Governmental Authorizations. Subject to the ,terms and conditions of this Precedent 

Agreement, Owner shall use commercially reasona5le efforts to obtain from all governmental 

and regulatory authorities having competent jurisdiction over the MoBay Storage Project, 

including the Commission, the authorizations and/or exemptions (c‘Governmenta1 

- 
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Authorizations") that'owner determines are necessary: (i) to construct, jqstall, ,own, mhtain,  

and operate (or cause to be constructed, installed, owned, maintibed, I and I ,  operated) the facilities 

necessary to render the firm.'se&ce as contemplated in this Precedent Agreement.; (E) to provide 

firm storage kervices at market-based rates; and (3) to perf'onn its obligations under the Firm 

Storage Service Agreement ("Service Agreement") attached hereto as Exhibit A and made a part 

hereof. Owner shall file and prosecute any and a l l  applications for such Governmental 

I 
I -  I 

Florida Power and Light Company b 
' I .  

1 

' I  8 

" I  

I' 
I' 

I ,  
. . 

I 
I 
I 

I 

Y J  1 .  

b 

I 
Authorizations, any supplements and amendments thereto, and, ifnecessary, any court review, in ' 

I .  

1 
1 ,  such manner as it deems to be in, its best interest; Shippdr expressly agree3 to support and 

cooperate, and to not oppose, obstruct, or otherivise interfere with, in any mmner'whatsoever, 
I I I 

I the efforts of Owner to' obtain all Govemniental Authorizations. . .  

I 

2. Execution of Service Agreement. Contemporaneously with the execution'and delivery of 

this Precedent Agreement, Shipper and Owner have executed the Service Agreement, 'which 

provides for a firm storage ,reservation capacity of 6,000,000 Dth ("Initial CapaCity"). Owner 

shall provide, and Shipper shall take and pay for, service pursuant to the Service Agreement as of 

> I '  I 
S I  

I 

! '  I 
- 
I the in-service date of the MoBay Storage Project established pursuant to Paragraph 4; provided, ' 

I' 

however, that the Service Agreement shall be terminated prior to such date if tb is Agreement is 

terminated pursuant to subparagraphs (b), (c), or (d) of Paragraph 6 or subparagraph (b) of 

Paragraph 4 and in such case neither Shipper nor Owner shall have any obligations with respect 

I 

IO' 
I 
I 

to the Service Agreement. 

3. Desipn and Implementation of Facilities. Owner will undertake the design of facilities 

and any other preparatory actions necessary for Owner to complete and file its certilicate 

appIication(s) with the Commission. Upon satisfaction or waiver of the conditions precedent set 

I 

I 
I 

forth in subparagraphs (a), (b), (c), (d), (e), and (g) of Paragraph 5, Owner shall proceed with the 

2 
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necessary final design of facilities, acquisition of material!, supplies, properties, rights-of-way 

and any other necessary preparations to implement the firm service under the Service Agreement 

contemplated in this Precedent AgreemLnt. Prior td the satisfaction or waiver of the 

associated conditions precedent, Owner shall have the right, but not the obligation, to proceed 

with e foregoing activities. If Owner elects to proceed with some of the foregoing activities 

p r d %  satisfaction of the associated condition precedent@), such actions shall not constitute 

’ , , 

1 c’ 
1 ’ ,  

I 

. I  

I 

I 
? 1 ’ I 

I 

waiver of such condition precedent(s) absent written notice to that effect from Owner. 
I 

’ 4. Construction of Facilities i d  Commencement of Service: Expansions. 
I 

I I I q(a) Upon satisfaction or waiver ofthe conditions precedent set forth in subparagraphs 
I 

(a), (b), (c), (d), (e), and (g) of Paragraph 5, Okqer shall use commercially reasonable efforts to 

construct the authorized facilities necessary to implement the firm service contemplated in this 

I I’ I ’ I I Precedent Agreement and the Service Agreement on or about December 31,2007 (“Proposed In- 

Service Date”); provided, however, that in the event Owner’s failure to complete constmction of 

its facilities and commence the storage services contemplated hereunder is due to Owner’s Force 

Majeure, the Proposed In-Service Date shall be extended for each day of force majeure up to a 

I 

I 

, I  ‘ 1  

rl 

I 
m a x i ”  of one hundred eighty (180) days. “dwner’s Force Majeure” shall mean any cause 

whether o f  the kind enumerated herein or othenvise, not reasonably withjn the control of Owner, 

that’renders Owner unable, wholly or in part, to construct the MoBay Storage Project. Owner’s 

Force Majeure shall include, but not be limited to, acts of God; strikes, lockouts and indusbh 

disputes or disturbances; inability to secure or delays in obtaining material permits or material 

Governmental Authorizations, material easements or rights-of-way, impossibility to secure labor, 

materials, supplies or inability to secure materials by reason of allocations promulgated by 

authorized governmental agencies; arrests and restraints of governments and people; 

I 

I 

I 
I 

I 

I 

3 
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intemptions by government or court orders; present and -e valid orders, decisions or rulings 

of any government 'or 'regulatory entity having proper jurisdiction; acts of the public enemy; 

vandalism; wars; riots; civil disturbances; blockades; insurrection; epidemics; landslides; 

5 
I ' i  

I 

I 

' I  ' 
c 

I I ,  

.JI 

lightening; tomadoes; hurricanes; earthquakes; fires; storms; floods; washouts; inclement 

I / I -  

weather which.necessitates extraordinary measures to maintain operations; explosions; breakage, 

accidents andor maintenance t,o plant facilities including machinery, lines of pipe, accidents 
I .  

and/or unscheduled maintenance of wells or subsurface storage caverns or reseyvoirs; testing (as 

required by govellimental au$ority or as deemed necessary by Owner for the safe operation of 

the facilities required to perform the services hereunder); and the making of repairs or alterations 

to pipelines, storage, caverns or reservoirs and plant facilities including pipeline repairs of 

transporter(s) with which the MoBay Storage Project interconnects. It is understood q d  agreed 

that the settlementlof strikes or lockouts shall be entirely within the discretion of Owner,, and that 

O y e ~  shall not be required to settle strikes or lockouts by acceding to the demands of opposing 

I 

I * I '  I 

I ' f  

party when such course is inadvisable in the discretion of Owner. 'If, notwithstanding the 

commercially reasonable efforts of Owner, Owner is unable to comence  the firm service for 

Shipper as contemplated herein by the Proposed In-Service Date, Owner will continue to proceed 

with commercially reasonable efforts to complete arrangements for such firm service and 

, d l  

commence the firm service for Shipper at the eqliest practicable date thereafter. Owner will not 

be liable nor will this Precedent Agreement or the Service Agreement be subject to cancellation 

(except as specifically provided pursuant to Paragraph 6 )  if Owner is unable to complete the 

construction of such authorized and necessary facilities and commence the firm service 

contemplated herein by the Proposed In-Service Date, except as provided in Paragraph 4@). 

I 

IIY 

.,I. 
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If Owner is unable to complete construction of its facilities and commence &e 

storage sewices contemplated hereunder by the Proposed In-Service Date (as such date may be 

extended pursuant to Paragraph 4(a)), then Shipper’ shalI have the right after the Proposed In- 

’ , Florida Power and Light Company , ’ I :  
( ( 2  

2 

1 (b) 

I 

4 

5 

Service Date, to give Owner notice of cancellation of tJ is Precedent Agreement and the firm 

storage agreement to be effective upon thirty (30) days f?om the date of Written notice of 

1 ’ I 6 1 ,c&!e?Ihtion to Owner; provided, however, that if h d  for so long as Owner continues to exercise 
\ 

I 

I 

7 

8 

commercially reasonable efforts to construct its facilities and commence the storage services, 

I Shipper shall not be entitled to exercise its termination right until one hundred eighty (1 80) days 
I I 

I 
1 9 &er ~e Proposed In-Service Date. 

I 

I 

IO 5. Conditions Precedent. The Parties’ fights and obligations under Paragraph 4(a) are 

12 expressly made subject to satisfaction, or waiver by Owner, of the conditions precedent (a), (b), 

1 F ,& I and”(c) below and the satisfaction, or waiver by Shigper, of the conditions precedent (d), (e), (Q, 

I I$’ and (g) below: 

I 

I d  ‘ I  ’ 

? 

24 

15 

(a) receipt in a form acceptable to Owner in its sole discretion by,, of 

the Governmental Authorizations, except for those authorizations typically received after the 

I ib commencement of constxuction; I 

- 3-7 (b) procurement by -of all necessary rights-of-way easements or permits 
I 
f 18 

I i9 
20 

I 23 

in firm and substance acceptable to Owner in its sole discretion; 

(c) receipt by Owner of approval by its Board of Directors no later than ten (10) days 

of the satisfaction or waiver of condition precedent S(d).below, from its Management Committee 

or similar governing body to proceed with this Precedent Agreement and the Service Agreement; 

I 

5 
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receipt by Shipper of approval no later than4en (10) days of the 'execution of this 

Precedent Agreement, &om its Management Committee or' s&ar governing body to proceed 

page 6 of 23 
(d) 

* I 8  

with this Precede& Agreement and the Service Agreement; 
I 

(e) submission by Owner to the Federal Energy Regulatory Commission of an 

application pursuant to Section 7 of the Natural Gas Act for a certificate of public I .  convenience 

and hecessity to construct, o h ,  and operate the MoBay Storage Project by- 

(f) commencement by Owner of bona fide constrvction of thi MoBay Storage 

Project no later than- For purposes of this Precedent Agreemen!!, Owner shall be 

deemed to have commenced bona fide construction of the MoBay Storage Project facilities when 

I 

I 
I 

Owner has awarded the construction contract(s) to its general constmction contractof(s) and such 

contractor(s) certifies to SFpper in writing that it has been released to commence construction of 

the MoBay Storage Project facilities; and , I 1  * 

' 
(g) receipt in a form acceptable to Shipper in its sole discretion by-of 

approval from the Florida Public Service Com.n$ssion for Shipper to recover through the fie1 

cost recovery clause I( costs 1 'Shipper incurs pursuant to the obligations set forth in this Precedent 

Agreement and the Service Agreement; provided, however, that Shipper may, upon writeen 

notice provided to Owner no later than- extend the deadline for the satisfaction o f  

this condition precedent 5(g) by up to sixty ' (60) days; provided further that the deadlines 

applicable to the conditions precedent 5(a), 5@), 5(e), and 5(f) above shall be extended by the 

same ... . . number of days that Shipper elects to extend the deadline for this condition precedent 5(g). 

6. Term and Termination. 

(a) This Precedent Agreement shall become effective on the date set forth above and, 

unless terminated pursuant to Paragraph 4(b) or subparagaphs (b), (c), or (d) of this Paragraph 6, 

6 
GJY-3 

Page 37 of 57 

IIQ 

.I.. 



. .  
1 ’ ;  , 4 

I c0mENTJAL 
Florida Power and Light Company 

Attachment 2 
Page 7 of 23 

will terminate by its express terms on the date of commencement of service under the Servke 

Agreement, as provided for in Paragraph 4(a), and thereafter 0wner’)s and Shipper’s rights and 

obligations Telated to the storage transaction contemplated herein shall be determined pursuant to 

l&e terms and conditions of such Service Agreement and Owner’s EERC Gas Tariff, as effective 

fiom,time to time, except that Shipper s h d  be required to comply with the creditworthiness 

qpto&h’ibns of Paragraph 7 for the term of the Servibe Agreement. 

’ , , 

c .  
I 

. I  
I 
I 

# 

I 
\ 1 ’ I 

I 

I 

I 

(b) At any time prior to the commencement of bona fide construction, Owner may 

l terminate this Precedent Agreement at any time upon meen (15) days’ prior Written notice to  

Shipper if Owner, in its sole discretion, deterrnines for any reason that the MoBay Storage 

Project contemplated herein is no longer econlomically viable or if substantially all of the other 

precedent agreements, service agreements or other codractual arrangements for the firm service 

I 

I I I 
I 

I 

(I I , ,  

‘e- , ‘, I 1 to ;e made av$Iable by the MoBay Storage Project are terminated, other than by reason of 
r 

commencement of service. 

(c) Failure of Conditions Precedent. 
I 

I 
I (i) If a condition precedent set forth in Paragraphs 5(a) through (c) has 

not been fully satisfied, or waived by Owner pursuant to the terms of Paragraph 5, by 

the applicable date specified therein or if a condition precedent set forth in Paragraphs 

5(d) and (g) has not been fully satisfied, or waived by Shipper pursuant to the terms 

of Paragraph 5 by the applicable date specified therein, then Owner may thereaher 

terminate this Precedent Agreement by giving ninety (90) days’ prior written notice 

of its intention to  terminate to‘sbipper; provided, however, if the conditioq precedent 

, t 
I 
I 

is satisfied, or waived by Owner or Shipper, as applicable, pursuant to the terms of 

Paragraph 5 ,  within such ninety (90)-day notice period, then termination will not be 

7 
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effective; provided fixther that the foregoing c k e  period shall npt apply to the 

b ' I .  

I 

I 
' I  8 

I I ,  

conditiori ptecedent set for in Paragraph 5(g). 

111 

I (ii) 8 If a condition precedent set forth in Paragraphs 5(d) through (g) 

hhs not been fully satisfied by Owner or Shipper, as applicable, or waived by Shipper 

I 1  pursuant to the terms of Paragraph.5, by the.applicable date speczed therein, then 

Shipper may thereafter terminate this 'Precedent' Agreement by givkig fo&-five (45) 

I 

' \ k \  
I .  . * .  

days' prior written notice of its intention to terminate to Owner, pch  notice to be 

given no later than ninety (90) days after the applicable date for sptisfaction of the 

condition precedent; provided, however, if the confition precedent is' satisfied, or 
I 

d waived by Shipper, pursuant to the terms of Paragraph 5,  within such. forty-five I 

day notice period, then termination will not be effective; provided further that the 

foregoingarre period shall not apply to the condition preeedent set for & Pafagraph 

(45)- , 

, 

I 

I , .  I : :  8 . .  ' ,  

. ,  0 1  

1 ,  5(g)- . .  

(d) If Shipper (i) fails to perform, in whole or in part, its material duties and 

obligations hereunder or '(2) interferes with or obstructs the receipt by Owner of the 
I) 

$ 1 .  

Governmental Authorizations contemplated by this Precedent Agreement as requested by Owner 

and Owner as a result of s s u c ~  interference or obstruction. by Shipper, does not receive the 

Governmental Authorizations in form and substance as requested by Owner or does not receive 

such authorizations and/or exemptions at all, then Owner may, in addition to any other remedies 

Owner may have at law or equity, thereafter terrninate this Precedent Agreement by giving s i x t y  

(60) days' prior Written notice of its intention to terminate to Shipper; provided, however, if the 
..--- - . 

Shipper cures its failure to perform under clause (i) above, within such sixty (60)-day notice 

period, then termination will not be effective. 

8 
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Owner agrees that the term of the Service) ,Agreement shall be for Meen (1 5) r -  ' 1 (e) 

years (''Primary Term"). 

I 7. Creditworthiness. 
I 

a 

(a) Applicability. Shipper covenants that, beghing on the commencement of 

se+ce pursuant to the Service Agreement and for so long as the Service Agreement remahs in 

I efl&? Shipper shall, comply with the creditworthiness requirements set forth in Owner's FERC 

Gas Tariff, as amended by this Paragraph 8. The provisions of this Paragraph 8 shall survive the 

\ 
i 

I 

I 

q termination of this Precedent Agreement. 
1 I 

, (b) Alternative Forms of Security. The following provisions shall replace subsections 

(i), (ii) and ( 5 )  of Section 2.4(c) of the Geneml Terms and Conditions of Owner's FERC Gas 
1 

(i) Shipper may post and maintain in effect a standby, irrevocable 

Letter of Credit (aa) issued by a financial institution with combined capital and 

surplus of at least $500,000,000 that is rated at least A by Standard & Poor's 

Corporation and A2 by Moody's Investor Services, Inc., (bb) that provides for partial 

,N 

I 
I 

drawdowns, and (cc) in form and subs&" satisfactory to Owner. A form of letter of 

credit is available from Owner. The amount of the Letter of Credit shall be equal to 

no less than the value .of applicable transportations charges for Shipper's Maxi" 

I 
I 

Storage Qumtity (as defmed in the Service Agreement) for the lesser of (i) twenty- 

four months or (ii) the remaining term of the Service Agreement. If Owner draws 

funds' under the Letter of  Credi't;'Shipp& shall replenish the Letter of Credit to the 

required vaIue specified herein no later than Eve (5) Business Days after such 

I 

I 
I 

- 

I 
drawing. As Owner recovers the cost of such facilities through its rates, the security 

I 
9 
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required shall be reduced accordingly until the amount is reduced to the value of three 

b a .  

I 

I 

' I  * 

(3) months'~worth of applicable storage charges. . , I ,  
I 

.!I 

. (ii) Shipper may provide a guaranty of all of Shipper's obligations 

uader the Service Agreement granted to Owner by the Shipper's parent, affiliate or 

I 4  third party with a rating of at least the Minimum Acceptable Credit Rating, which 

guarantee shall be in form and substance acceptable to Owner. A f o k  of &aranty is 

available from Owner. I 

I , 
Irt 

r' 

I1 

1 ,  (E) Shipper I may prepay for service1 via cleared check, or Wire I"fer. 

The amount of the prepayment shall be equal to no less than the value of applicable 
I 

I 

1' transportations charges for Shipper's Maxi" Storage Quantity (as defmed in the 

Service Agreement) for the lesser of (i) twenty-four months or (ii) the z e m w g  term 

of the Service Agreement.. Prepayment amounts shall be deposited in an I ixlterest- 

bearing escrow account if such an account has been established by Shipper and 

I I 

# I '  4 
I 

4 1  

Owner reasonably determines that such account is satisfactory. The costs of 

establishing andl maintaining the escrow account shall be borne by Shipper. The 

escrow bank must be acceptable to Owner. The escrow agreement shall provide for 
,dl 

I 

I IQ prepayment mounts, to be applied against Shipper's obligation under its service 

agreement(s) with .Owtier and shall grant Owner a security interest in such amounts as 

an assurance of future performance. The escrow agreement shall specify the 

' permitted investments of escrowed funds so as to protect principal, and shall include 
E 
I 
I .  

only such investment options as corporations typically use for short-term deposit of 

their funds. If Owner is req&ed to draw down the funds in escrow, Shipper shall 

-- replenish such funds no later than five (5) business days. 

IO 
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I 
(a) Prior to the commencement of service pursuant to the Service Agreemenf, neither 

Shipper nor Owner may assign any of its rigits or bbligations under this Precedent Agreement I I 8 , 

I 
I I . 1  

I 
I 
I 
I f ’  

I 
I 
I 
I 
I 
I 
I 
I 
I 

c 

without the prior written consent of the other Party hereto, which consent may be withheld in the 

othe Party’s sole discretion; provided, however, that Shipper may assign its rights and 

ob&kions under this Precedent Agreement if sudh assignment is mandated by a valid order of 

the Florida Public Service Commission and provided further that no such assignment by Shipper 

1 
i 

I 

I 

, shall release Shipper fiom its obligations hereunder. 
I I 

, (b) Notwithstanding Section 9(a), Owner may, from time to time, without the consent 

of Shipper, assign this Agreement and the Sehice Agreement to a lender for collateral security 

purposes in connection with any financing or the refinancing of the Facility. Shipper agrees to 

I cooperate I within reason with the financial institutions that provide fmancing and/or insurance for. 

the ownership and operation of the FaciIity (each a “Lenderhsurer’’) to the extent reasonably 

required by any such Lenderhsurer in order to underwrite, insure, or re-insure the Project, the 

operations and the liabilities associated therewith or to protect and give effect to the security 

interests granted to or for the benefit of the lendek to secure the performance of the obligations 

of Owner under the agreements and documents executed and delivered in connection with any 

such financing. Shipper agrees to execute reasonable and customary consenting documents. The 

I S  

, 4  ! I 4  

, ’ 
‘I 

provisions of this Paragraph 9(b) shall survive the termination of this Precedent Agreement. 

(c) From and after the commencement of service under the Service Agreement, the 

provisions of the Service Agreement and Owner’s FERC Gas Tariff shall govern the assignment 

of Shipper’s rights and obligations under the Service Agreement and the release of all or any 

portion of Shipper’s capacity under the Service Agreement; provided, however, that in the event 

I 1  
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I. 
b 

I 

of &I assignment oithe Service Agreement by Shipper or a permanent .release of dl or any 

portiqn of Shipper’h capacity under the Service Agreement, I Shipper’s I O  assignee or perkanent 

I 

’ 1  8 I (- 
I replacement shipper, as the, case may be,. shall be required to comply with the creditworthiness 

provisions of Owner’s FERC Gas Tariff as modified by Paragraph 8 of this Precedent Agreement 

for the remaining terriil of the Service Agreement. , I 

9. 

I ‘  

IJ I .  

’ Govemina Law. This Precedent Agreement shall be governed by, construed, kterpreted, 
1 

II 

I 
I and performed in accordance with the laws of the State of New York, withoyt recourse to any ’ . .  

I 1 ,  laws goveming the conflict of laws. 

10: 

I 

I 

Notice. Except, as herehi otherwise provided, any notice, request, demand, statement,’ or I 

I bill provided for in this Precedent Agreement, or any notice which my  Party desires to give to 

the others, must be .in writing and will be considered duly delivered when mailed ‘by registered or 
I I 

I 
, , ? ‘  I 

certified mad to the other Party’s Post Office address’set forth below: 
. ,  I I  

I 
Owner: MoBay Gas Storage Hub, Inc. 

1776 kbrktown, Suite 500 
Houston, Texas 77056 
Attn: President 
Fax: (713) 961-2676 
;I 

Florida Power & Light Company 
700 Universe Blvd. 
Juno Beach, FL 33408 
Facsimile: (561) 625-7197 
Telephone: (561) 625-7012 
Attention: EMT - Gas Operations 

I 

I I  I 
I 
I 
I 

Shipper: 

I or at such other address as any Party designates by written notice. Routine communications, 

including monthly statements, will be considered duly delivered when mailed by either 
. - .  

.registered, certified, or ordinary mail. 

11. Representations and Warranties. Shipper represents and warrants that (a) it is ddy 

I 

c 

organized and validly existing under the laws of the State of Florida and has all requisite legal 

12 
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power and authority to execute this Precedent Agreement and carry out the terms, conditions &d 

provisions thereof; (b) this Precedent Agreement constitutes the valid, legal and binding 

obligation of Shipper, enforceable in accordance wib the terms hereof; (c) there are no actions, 

suits or proceedings pending or, to Shipper's knowledge, threatened against or Ztffecting Shipper 

befoTe any Court or administrative body that might materially adversely affect the ability of 

, Sh$fier to meet and cany out its obligations herdunder; and (d) the execution and delivery by 

Shipper of this Precedent Agreement has been duly authorized by al l  requisite corporate action. 

I 

I 

I 

\ 
i 

I 

I 

, 12. I Arbitration. Notwithstanding any provisions to the contrary, the Parties hereto agree that 

(i) that 'any dispute hereunder shall be settled pursuant to arbitration under the d e s  of the 

American Arbitration Association and (5) that, the situs of the arbitration shall be New York, 
I 

New York. The provisions of this Paragraph 12 sh'd survive the termination of this Precedent 
I *  

,!I 1 , )  

I , I Agrbement. . I 

I 

. -  
- 1  * e  

. . .  . . .  . .  

13 
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3 

1 I ,  5 I 

b 

? 14; Insurance, Owner shall use commercially’reasonable efforts to maintain h ” . n c e  on I 

‘ A0 .Shipper’s gas to cover all risks including loss, damage and/or destruction whether do to (i) acts 11 

I I 

, 

/’ 

pj 

of God, (ii) third party acts or omissions including terrorism or sabotage or (iii) due to, any other 

cause while under Owner’s control and possession unless Shipper elects to have Owner reject 

such I 1  insurance as provided, in this Paragraph 14. Specifically, Owner agrees to ‘use reasonable 
, I  

14 efforts to (i) fwrnish Shipper with proof of insurance coverage, including proof of property 

coverage inthe amount of the Replacement Cost of the stored gas prior to injection of Shipper’s 
I( 

, $ I  

~ ( p  

Ll 

J&, 

1q 

20 

gas into the MoBay Storage Project and on an annual basis thereafter, (ii) require its insurance 

cader thirty (30) days’ prior notice to Shipper of any material change or cancellation of Owners’ 

insurance coverage, (iii) obtain the agreement o f  its insurer that such insurance shall be endorsed 

to be primary to any insurance which may be maintained by, or on behalf of Shipper, and (iv) 

obtain the agreement of its insurer that Shipper shall be named an additional insured and that all 

I 

I ?  

I 

1 21 applicable policies shall include waivers of subrogation in favor of Shipper. Replacement Cost . 

22 

--?j 

shall not exceed the volume of stored gas multiplied by $15.00 per Dth. Owner shall have the 

right to adjust Shipper’s Monthly Inventory Insurance Charge for any increases in insurance 
i 
I 

14 
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costslrequired to be paid by Owner pursuant to this Paragraph 14.. Shipper may elect to reject 'the 

insurance coverage to be provided by Owner at my time prior to December 31, 2006 or at any 
I 

time thereafter upon written notice to Owner as set out hereinafter. Any election by Shipper to 
I 

reject insurance on Shipper's gas must be made within fifteen (15) days after Owner provides 
I 

Shipper with notice of the terms of the coverage, or any renewal thereof, imd any such rejection 
\ I 8 , I shd 'be irrevocable. Owner shall have no further bbligation to maintain such &ice .  Shipper 

I 

shall have the right to audit Owner's insurance costs related to this Paragraph 14. The provisions 
I 

, of this Paragraph 14 shall survive the termination of this Precedent Agreement. 
I 

I 

I 

I I 1 5 .  Publici@. All press releases or other public communications of any nature whatsoever 

relating to the iransactions contemplated by this Precedent Agreement, and the method of the 

release thereof, shall be subject to the prior wxitten consent of Owner and Shipper, which consent 

1 '  I I sh; not be unreasonably withheld, conditioned or delayed by any other Party; provided, 

however, that nothing herein shall prevent a Party fiom publishing such press releases or other 

public communications as such Party may consider necessary in order to satisfy such Party's 

I 

4 ( $ 8  I / 
'I " 

obligations at law or under the rules of any stock or commodities exchange after consultation 

with the other Parties as is reasonableunder the circumstances. 

' 16. Entire Ameement. This Agreement and the exhibits attached hereto contain the entire 

agreement between the parties and there are no representations, understandings. or agreements, 

I 
I 

oral or written, between the parties which are not included herein. 

17. Miscellaneous. 
I 

- -  
. (a) The Parties hereto expressly agree that &e execution of this Precedent Agreement 

I and the performance of the services contemplated in this Precedent Agreement are without 

15 

GJY-3 
Page 46 of 57 



. -  
’ CONJTDENTIAL 

Florida Power and Light Company 
Attachment 2 
Page 16 of 23 

prejudice to any rights or obligations the Parties have to each other under separate and distinct 

* I .  

‘ I  ’ 

agreements. I 2 

t , I  

(b) This,Precedent Agreement may not be modified or amended unless the Parties 

execute d t t e n  agreements to that effect. 

(c) . Except’ as expressly provided for in ‘chis, Precedent Agreement, nothing herein 

expressed or implied is intended or shall be comtrued to confer upon or give to ’any person not a 
I .  ’ 

Party hereto any rights, remedies or obligations under or by reason of this Precedent Agreement. 

(d) The recitals and l representations, appearing first above ‘are hereby incorporated in 

and made a part of this Precedent Agreement. I 

. . (e) Each and every provision of this Precedent Agreement shall be.’considered as 

prepared through the joint efforts of the Parties and shall not be construed against either Party as 

a result of the preparation or drafting thereof. It is expressly agreed:that no, consideration, shall 

be giyen or presumption made on the basis of who drafted this Precedent Agreement or q y  

specific provision hereof. 

I 

‘ I  , : :  t 

. ,  $ 1  

I i  

(f) Unless the context of this Precedent Agreement req&es otherwise, (i) the terms 

“Paragraph” and c‘subpara~aph’y refer to Paragraphs and subparagraphs of this Precedent 

Agreement, (ii) the terms “hereof,” “herein,” ‘%ereby,” and derivative or similar words refer to 

the entire agreement, including appendices, (iii) the terms “including” and 3“ude” mean 

“including without limitation by reason of enumeration.” 

(g) Owner agrees to provide Shipper on an annual basis audited finarcids of Falcon 
Gas Storage ... . . - .  Company, - . ... ... Inc. . . . . .  (C‘Fdcon’’). . Falcon’s . . . -. . . - . . fiscal . . - . - year - ends . . . . - . on . - . . Mivch - . . . . - 31St - . and financials 
should be available each year appro&ateIy one hundred twenv (120) days thereafter. 

___.__ .._. -. ..._._.. ... _._, , .. ,. . .. - , . , . . .... .. . . .._ ... . ..-_ . . , --.. . .. ..._. . - .. .. .... _..I . . .. . .. . .. . - . , . -. 

I .-- ’ 

I 
16 
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I IN WITNESS WHEREOF, the Parties hereto have caused this Precedent Agreement to 

be duly executed in several counterparts by their duly authorized officers as of the day and year 

I-- , 

. I  

first above written. . I  

I 

\ I  

\ 

I 

I 

I . .  

MOBAY STORAGE HUB, INC. 

' By: 
I Printed Name: 

Title: 

F%ORU)A POWER & LIGHT COMPANY 

By: 
Ph ted  Name: Terry L. Morrison , 

1 \ , I  

(I' I ' I '  Title: Vice President 
. 

Exhibits ' 

Exhibit A: Executed Firm Gas Storage Service Agreement 

.. 

17 

_- 
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1 

I 

Exhibit A 
Executed Firm Gas Storage Service Agreement1 

, I  

I I ,  

I 

1 

I '  

I '. 

.. . . . .  

I .  

I 

I 

, I 1  

I ,  . .  

l i  .. 
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I :  Florida Power and Light Company , ' 
I 

- 
I 

' ' Service Agreement No. 

SERWCEhGREEMENT 
(APPLICABLE TO FSS RATE S'CHEDUL;E) 

. THIS A G W E W T ,  made and entered into this day of ,2006 by and between 
MOBAY GAS STORAGE HUB, INC. CMoBay") and FLORIDA POWER & LIGHT COMPANY ("Shipper"), 
pursuant t? the following recitals and representafions. 

I 

WITNESSETH: That in consideration of the mutug covenants herein contained, the parties hereto agree as '\ 
I I 4 foY$W\:l 

I 

Section 1. Service to be Rendered. MoBay shall perform and Shipper shd'receive sepdce 
accordance with the provisions' of the effective FSS Rate Schedule And applicable General Terms, aid Conditions of ' 
MoBay's F'ERC Gas Tariff, Onghal Volume No. 1 ("TarifP'), on a e  with the Federal Energy Regulatory 

: ' Coqmission (LcCommission"), as the same may be amended or supeiseded in accordarice with the rules and 
regulations of the Commission. MoBay shall store quantities of gas for Shipper up to, but not exceeding,'Shipper's 
Maximqm Storage Quantity ("MSQ") as specified in Exhibit A, as ,the same may be aaended fiom time to time by 
agreement between Shipper and MoBay, or in accordance @th the rules'and regulations of the Commission. 
Service hereunder shall. be provided subject to the provisions of Part 284 of the Commission's Regulations. 

I 
I 
I 

I 

. 

Section 2. Receipt and Delivew Points. ne point(s) at which the gas is tender.ed by Shipper to 
, MoBay under this contract and,the poht(s) at which the gas is tendered by MoBay to Shipper 'yder this contract' 

1 I ,  'shall .be at the point@) located on MoBay"s system designated on Exhibit B hereto, 

Section 3; ' &&. Shipper s h a l l  pay MABay the charges as desmied in the FSS Rate Schedule, h d  
I '  specified in Exhibit A to this Service Agreement. 

Section 4. Term. Service under this Agreement shall comrjoence as 'of the in-Service date of the 
MoBay Storage Roject and shall continue in full force and effect until the ftfteenth anniversary of the in-service 
date (Term"). Pre-granted abandomhent shall apply upon termination of'this Agreement, subject to any right of 
first refisal Shipper may have *der the Commission's regulations and MoBay's Tariff. 

. 

I 
Section 5. Notices. Notices to MoBay under this Agreement shall be addressed to it at 1776 

Yorktown, Suite 500, Houston, Texas 13501, Attention: Vice President ofMarkethg, andnotices to Shipper shall be 
addressed to it at 700 Universe Blvd., Juno Beach, FL 33408 Attention: EMT - Gas Operations, Until changed by 
either Pm by written notice. 

I 
I 
I 

Section6. Prior Aaeements Cancelled. This Service Agreement supersedes and cancels, as of the 
effective date hereof, the following Sem'ce Agreements: NIA 

Section 7. Law of Ameement. THE INTERPRETATION AND PERFORMANCE OF THIS 
AGREEMENT SHALL BE IN ACCORDANCE WITH AND CONTROLLED BY THE LAWS OF THE STATE 
OF NEW YORK, WITHOUT REGARD TO DOCTRTNES G O V E W G  CHOICE OF LAW. 

- Sbctiori8. Wmehou3emh's Lien. 

THAT MOBAY SHALL BE ENTITLED TO, AND 
RECErVED BY MOBAY FROM SHIPPER, AND ALL 
MOBAY, AS PROVIDED IN SECTION 7-209 OF THE 

NEW YORK UNlFORM COMMERCIAL CODE WITH THE RIGHTS OF ENFORCEMENT AS PROVIDED 
AM> HEREIN. IN NO WAY LIMITING THE FOREGOING, SHIPPER HEREBY 

,- 

19 
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ACKNOWLEDGES THAT MOBAY SHALL BE ENTITLED TO, AND MOBAY HEREBY CLAIMS, A LIEN 
FOR ALL CHARGES FOR STORAGE OR TRANSPORTATION (INCLUD;[PJG PEMUKRAGE AND 
TERMINAL CHARGES),,INSURA", LABOR, OR CHARGES PRESENT OR FUTUR3 IN RELATION TO 
THE pECElvED GAS, AND FOR EXPENSES NECESSARY FOR PRESERVATION QF THE RECEIVED GAS 

SHALL EXTEND TO LIKE CHARGES AND EXPENSES IN RXLATION TO ALL SUCH RECEIVED GAS. 

NEW YORK I!NEORM COMMERCIAL CODE, SHPPER HEREBY AGREES THAT: 

k 

Page 20 of 23 I 

I 

OR REASONABLY L N m D  IN THE SALE THEREOF, PURSUANT TO L4W, AND THAT SUCH LIEN .JI 

(b) IF DEEMED NECESSARY BY A COURT OF LAW, PURSUANT TO SECTION 7-202(2) OF THE 

(i) 'THIS AGREEMENT, WIT73 ALL SCHEDULES AND ExHlBITS "TO, AND 
ALL OF THE MONTHLY STATEMENTS RENDERED BY MOBAY TO SHIPPER PURSUANT TO 
THE GENERAL TERMS AND CONDITIONS CONTAINED IN SHIPPER'S T m , ,  SHALL BE 

\ DEEMED A "WAREHOUSE RECEIPT" FOR ALL PURPOSES WITH RESPECT TO ARTICLE 7 OF 
% THE NEW YORK UNIFORM COMMERCIAL CODE, REGARDLESS OF WHEN THE GAS STORED 
' PURsrrrA" TO THE CONTRACT IS RECENED, 

(ii) THE LOCATION OF THE WAREHOUSE, TO WHOM THE GAS W L  BE 
DELTVERED, RATE OF STORAGE AND HANDLING CHkRGES, AND DESCRlPTION OF THE 
GOODS ARE ,AS SET' FORTH, RESPECTIVELY, IN OF THE GENERAL TERMS AND 
CONDIT'ONS, APPEXDIXB OF THIS AGREEMENT, TfJE M O m Y ,  STATEMENT (AS 
DESCRIBED IN SECTION 8.1 OF THE GENERAL TERMS AND CONDITIONS) AND SECTION 1.7 
OF '1w3 GENERAL TERMS AND CONDITIONS, 

(3) THE ISSUE DATE OF THE WAREHOUSE RECEIPT WITH RESPECT TO EACH I 

RECEJPT OF GAS SHALL BE DEEMED TO BE THE DATE SUCH GAS WAS RECEIVED, 

I . . .  

.. . 

' h  

(iv)' THE'CONSECUTIVE MJMBER OF THE RECEIPT SHALL BE DEEMED BASED 
ON THE DATES OF RECEIPT WHEN LISTED IN CHRON~GOGICAL ORDER, BE&"G WITH 
THE FIRST RECEIPT OF GAS UNDER THE TERMS OF 7kD3 CONTRACT, AND 

(VI THE SIGNATURE OF MOBAY ON THE CONTRACT SHALL BE DEEMED TO BE I I  

THE SIGNATURE OF THE WARE?HOUSEMAN. 

,dl  

FLORIDA P O W R  & LIGHT COWANY MOBAY GAS STORAGE HUB, lNc. 

BY BY 

Title I Title 

.! ,. 
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Re@ion,Na 
Control Nb. 

I 

Exhiiit A to S h c e  Agreement No. ’ 

Under Rate Schedule FSS 
Befsyeen 

MoBay Gas Storage Hub, hc. (MoBay) 
And 

Florida Power & Light Company (Shipper) 

Maxhuu~ Storage Quantity (MSQ) 

Base Gas Requirement Ratio 

Base, Gas Supplied by Shipper 

B F e  Gas Supplied by MoBay 

Maximum Daily Withdrawal Quantity (MDWQ) 

9 

f i ,  
I lo I 

I 12 

I I!! 
I ,110 

, ~ 3  

Wbking Gas hventorv: 

0 to 1,750,000 Dth: 

1,r750,000 to 2,500,000 Mh: 

2,500,000 to 6,000,000 Dth: 

L5 

10 
I I 

1% ~ & u m  ~ a i ~ y  Injection ~uantity ~ I Q )  

Maximum Hourly Withdrawal Quantity (hfHWQ) 

6,000,000 Dth 

Fifty Percent 

3,000,000 Dth 

NIA Dth 

I 

I 
t mwo: 

50,000 Dth per Day 

150,000.Dthper Day 

350,000 Dth per Day 

150,000 Dth per Day 

. .  , Dth,perHoQ* 

20 Maximum Hourly Injection Quantify (MHIQ) Dth per Hour* 

I %\ 
22 

Monthly Storage Reservation Charge (exclusive of Base Gas m e r  Dth of MSQ 
Charge and Inventory Insurance Charge) 

Monthly Base Gas Charge 
’ $ NIA per Dth of Base Gas Supplied by 

MoBay 

25 
Z b  

Monthly Inventory Lnsurance Charge $0.0125 per Dth of Shipper’Gas @ISQ + Base 
Gas Supplied by Shipper] 

I I1 

27 Inventory Replacement Value Cap . $15.OOperDth 

I 28 Injectioncharge 

29 Withdrawal Charge 

“Dth 
m e r  Dth 

d withdram volumes) One Percent 

Negotiable 

21 

GJY-3 
Page 52 of 57 



I 
I 'e 

9 -  

' c o m m  
Florida Power and Light Company 

Attachment 2 
Page 22 of 23 

' I '  

Shipper wil l  X / w i l l  not provide the Base Gas required pursuant to the Base Gas Requirement Ratio. 
If Shipper does not elect to provide the Base Gas within 30 'days after the start of constructi'on, then MoBay will 
provide the Base Gas at Shipper's expense for a MonthIy Base Gas Charge. The Monthly Base Gas Charge 'shall be 
calculated as the product of the Base Gas cost, multiplied by the Monthly Qpse Gas Interest Rate. The Monthly ' 

Base Gas Merest Rate shall be the Prime Rate of lnterest (as published in the Wall Street Journal), plus 2%, divided 
by 12 ((Prime Rate + 2%)/12). For example, ifthe cost of the base gas is $7.00 per Dth and the Prime Rate of 
Interest is 5%, then the Monthly Base Gas Charge will be $0.04 per Dth ofBase Gas (($7.00 x (5% + 2%))/12). 

MoBaywill X /willnot insure the Replacement Cost of Shipper's gas ( at Shipper's expense pursuant to 
Section 12.2 of the General' Terms and Conditions) calculated as the product of the Inventory hurance Charge, 
multiplied by the sum of Shipper's MSQ, plus the Base Gas Supplied by Shipper. MoBay shall have the right to 
adjust Shipper's Monthly Insurance Charge for any increase in insurance costs required to be paid by MoBay; 
provided however, that Shipper may elect to reject the insurance coverage provided by MoBay at any time upon 
writtenpotice to MoBay as set out hereinafter. Any election by Shipper to reject insurance on Shipper's gas must be 
made within fifteen (1 5 )  days after MoBay provides notice of the terms of the coverage, or any renewal thereof, and 
any such rejection shall be irrevocable. Owner shall have no further obligation to maintain insurance on Shipper's 
gas. 

* NOTE 1: The MH[Q shall equal 1/54' of the MDIQ and the MHWQ shall equal 1/24' of the b W Q  unless the 
Parties specifically designate otherwise on this schedule. 

I 

8 

I 

FLORlDA POWER & LIGHT COMPANY MOBAY GAS STORAGE HUB, INC. 
I 

BY BY 

, Its Its 

Date Date ' 

I '  

$ 1  

# I ,  I 

I 

I 

I 

i I  
I .  
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I c-* 
I . I : .  

I 

Revision No. 
ControI ho. 

' ,  

I 

Exlu'bit B to Service Agreemeni No. ' 
I Under Rate Schedule FSS 

Between 
MoBay Gas Storage Hub, Inc. (MoBay) 

And 
Florida Power& Light Company (Shipper) 

I 

I 

POINTS OF RECEIPT 
1. GuIfhtream Pipeline 

I 2. Transco Pipeline, Mobile Bay Lateral 
, 3. Florida Gas Transmission (via Transco Mobile Bay Lateral) 

4. GulfSouth Pipeline 
I 

I 

For each designated point of receipt, Shipper's M s u t i "  Daily Receipt ,Quantity (MDRQ) s h d  be the Shipper's 
MDIQ. Shipper's aggregate daily nominated receipt quFtity shall not kxceed Shipper's MDIQ. 

POINTS OF DELIVERY 
11. GuWreamPipeline 

I ' 'I ' 2:' Transco Pipeline, Mobile Bay Lateral 
1 .  

1 3. Florida Gcis Transmission (via Transco Mobile Bay Lateral) 
, 8 4  GdfSouthPipelinq 

For each designated point of delivery, Shipper's M a x i "  Daily Delivery Quantity(MI3DQ)shd be the Shipper's, 
MDWQ. Shipper's aggregate daily nominated delivery quantity shall not exceed Shipper's MDWQ. 

Receipt and Delivery quantities shall be subject to applicable General Terms &d Conditions of MoBay's FERC Gas 
Tiuiff, Original Volume No. 1 (r'TarifP'), on Ne with the Federal Energy Regulatory Commission ("'Commission"), 
aS the same may be amended or superseded iri accordance with the rules and'regulations of the Commission. 

, 

I 
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PRECEDENT AGREEMENT 
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This PRECEDENT AGREEMENT (“Precedent Agreement”) is made and entered 

into this 2”d day of August, 2006, between Southeast Supply Header, LLC, a Delaware 

limited liability company (“Pipeline”) and Florida Power & Light Company, a Florida 

corporation (“Shipper”). Pipeline and Shipper are sometimes referred to herein 

individually as a (“Party”), or collectively as the (“Parties”). 

W I T N E S S E T H :  

WHEREAS, Pipeline proposes to construct a new header system, which will be 

an interstate natural gas pipeline subject to the jurisdiction of the Federal Energy 

Regulatory Commission (“Commission” or “FERC”), that will extend from an 

interconnection with the facilities of Centerpoint Energy Gas Transmission Company 

(“CEGT”) near Delhi, LA, in a southeasterly direction through the states of Mississippi 

and Alabama with a terminus at the proposed interconnection with Gulfstream Natural 

Gas System, L.L.C. (“Gulfstream”) near Mobile, Alabama (the “Project”); 

WHEREAS, the Project will also interconnect with certain interstate pipelines, 

intrastate pipelines and storage facilities located along and/or proximate to the route of 

the Project, including but not limited to Columbia Gulf Gas Transmission (“Columbia 

Gulf’), Gulf South Pipeline Company (“Gulf South”), Texas Eastern Transmission, LP 

(“Texas Eastern”), Copiah Storage Company (if and after it is constructed), Southern 

Natural Gas Company (“Sonat”), Transcontinental Gas Pipeline Corporation 
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(“Transco”), Tennessee Gas Pipeline Company (“Tennessee”) and Florida Gas 

Transmission Company ( I ‘  F G T” ) ; 

WHEREAS, Pipeline will file for all necessary regulatory authorization with the 

Commission and other applicable permitting authorities to construct, own, operate and 

maintain the Project facilities; 

WHEREAS, Shipper desires to obtain firm transportation service from Pipeline as 

part of the Project for certain quantities of Shipper’s natural gas; 

WHEREAS, subject to the terms and conditions of this Precedent Agreement, 

Pipeline is willing to endeavor to construct the Project and provide the firm 

transportation service Ship per desi res; 

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

herein contained, and intending to be legally bound, Pipeline and Shipper agree to the 

following: 

1. Subject to the terms and conditions of this Precedent Agreement, Pipeline 

shall proceed with due diligence to obtain from all governmental and regulatory 

authorities having competent jurisdiction over the premises, including, but not limited to, 

the Commission, the authorizations andlor exemptions Pipeline determines are 

necessary: (i) for Pipeline to construct, own, operate, and maintain the Project facilities 

necessary to provide the firm transportation service for Shipper contemplated herein; 

and (ii) for Pipeline to perform its obligations as contemplated in this Precedent 

2 
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Agreement, Pipeline reserves the right to file and prosecute any and all applications for 

such authorizations and/or exemptions, any supplements or amendments thereto, and, 

if necessary, any court review, in a manner it deems to be in its best interest. Shipper 

expressly agrees to support and cooperate with, and to not oppose, obstruct or 

otherwise interfere with in any manner whatsoever, the efforts of Pipeline to obtain all 

authorizations and/or exemptions and supplements and amendments thereto necessary 

for Pipeline to construct, own, operate, and maintain the Project facilities and to provide 

the firm transportation service contemplated in this Precedent Agreement and to 

perform its obligations as contemplated by this Precedent Agreement - 
I 

2. 
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3. (A) To effectuate the firm transportation service contemplated herein, 

Shipper and Pipeline are contemporaneously executing a firm transportation service 

agreement under Pipeline's Rate Schedule FTS 1- which: 

(i) specifies a Maximum Daily Quantity ("MDQ") of 400,000 dekatherms per day 

("Dth/d"), exclusive of fuel requirements; (ii) specifies a primary term of 

years; (iii) subject to the provisions of Pipeline's FERC Gas Tariff, as amended from 

time to time ("Tariff") will provide Shipper with access to all receipt points available on 

Pipeline's system on a Priority Class One basis 3 

(W 
t 
i specifies a primary point(s) of delivery at the Gulfstream Delivery Point and the FGT 

Delivery Point (as such delivery points are defined on Exhibit A hereto); and (v) shall, 

subject to Paragraph 3(E), be subject to an NGA Section 7(c) initial rate, plus fuel 

retainage, if any, and plus any other charges and surcharges specified in Pipeline's 

Tariff. 

I 
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I 
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(B) To effectuate the firm transportation service contemplated herein, Shipper 

and Pipeline are contemporaneously executing a firm transportation service agreement 

under Pipeline's Rate Schedule FTS -which: (i) specifies a 

MDQ of 100,000 dekatherms per day (IIDth/d'l), exclusive of fuel requirements; (ii) 

specifies a primary term - (iii) subject to the provisions of Pipeline's Tariff will 

provide Shipper with access to all receipt points available on Pipeline's system on a 

Priority Class One basis 

3 (iv) specifies a primary point(s) of delivery at the 

Gulfstream Delivery Point and the FGT Delivery Point (as such delivery points are 

defined on Exhibit A hereto); and (v) shal1,'subject to Paragraph 3(E), be subject to an 

NGA Section 7(c) initial rate, plus fuel retainage, if any, and plus any other charges and 

surcharges specified in Pipeline's Tariff. 3 

5 
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(D) Pipeline agrees to include in its Tariff a provision which will permit 

Pipeline’s shippers which execute firm transportation service agreements under 

Pipeline’s Rate Schedule FTS on or before December 1, 2006 to have specified in such 

shipper’s service agreement Receipt Point MDQ’s at (i) CEGT’s Carthage to Perryville 

system; (ii) Gulf South’s (East Texas Expansion) pipeline; (iii) Columbia Gulfs system 

near Perryville, LA, (subject to completion of construction of such interconnection) and 

(iv) the proposed Continental Connector pipeline sponsored by El Paso Corporation if 

constructed and interconnected with Pipeline within five (5) years after the Service 

Commencement Date, which at each such point equal such shipper’s pro rata share 

(based on the MDQ of such shipper‘s service agreement) of Pipeline’s initial system 

capacity of 1,000,000 Dths/d. 

(E) Prior to the date that Shipper and Pipeline execute this Precedent 

Agreement, Shipper will have a one-time election to pay for service under the Service 

Agreement either: 

(i) Pipeline’s maximum recourse rates, as such maximum recourse rates are 

amended or revised from time, and reflected in Pipeline’s Tariff; or 

(ii) A negotiated rate that is mutually agreed upon by Shipper and Pipeline. If 

Shipper and Pipeline agree upon a negotiated rate to be applicable to the 

Service Agreement, (aa) Shipper agrees to pay such rate without regard 

to any action or determination by the FERC with respect to Pipeline’s 

recourse rates; and (bb) Shipper and Pipeline shall enter into a separate 

6 
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Negotiated Rate Agreement and, subject to the terms and conditions of 

Pipeline’s Tariff, the rates specified in such Negotiated Rate Agreement 

shall be the rates applicable to service under the Service Agreement for 

the term set forth in such Negotiated Rate Agreement. 

4. Upon satisfaction or waiver of all the conditions precedent set forth in 

Paragraph 7 of this Precedent Agreement, Pipeline shall notify Shipper that service 

under the Service Agreement will commence on a date certain, which date will be the 

later of: (i) June I, 2008; or (ii) the date that all of the conditions precedent set forth in 

Paragraph 7 of this Precedent Agreement are satisfied or waived (the “Service 

Commencement Date”). On and after the Service Commencement Date, Pipeline will 

stand ready to provide firm transportation service for Shipper pursuant to the terms of 

the Service Agreement and Shipper will pay Pipeline for all applicable charges 

associated with the Service Agreement. 

5. Pipeline will undertake the design of facilities and any other preparatory 

actions necessary for Pipeline to complete and file its certificate application(s) with the 

Commission. Prior to satisfaction of the conditions precedent set forth in Paragraph 7 of 

this Precedent Agreement, Pipeline shall have the right, but not the obligation, to 

proceed with the necessary design of facilities, acquisition of materials, supplies, 

properties, rights-of-way and any other necessary preparations to implement the firm 

transportation service under the Service Agreement as contemplated in this Precedent 

Agreement. 

7 
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6. Upon satisfaction of all of the conditions precedent set forth in 

Paragraph 7 of this Precedent Agreement (except for the condition set forth in 

Paragraph 7(A)(v)), or waiver of the same by Pipeline or Shipper as applicable pursuant 

to the provisions of Paragraph 7, Pipeline shall proceed with due diligence to construct 

the authorized Project facilities, including the interconnection between Pipeline's 

facilities and CEGT's Carthage to Perryville system, and to implement the firm 

transportation service contemplated in this Precedent Agreement on or about June 1, 

2008. Notwithstanding Pipeline's due diligence, if Pipeline is unable to commence the 

firm transportation service for Shipper as contemplated herein by June 1, 2008, Pipeline 

will continue to proceed with due diligence to complete arrangements for such firm 

transportation service, and commence the firm transportation service for Shipper at the - Pipeline will neither be liable in damages nor will this Precedent 

Agreement or the Service Agreement be subject to cancellation if Pipeline is unable to 

complete the construction of such authorized Project facilities and commence the firm 

transportation service contemplated herein by June 1, 2008. 

7. Commencement of service under the Service Agreement and Pipeline's 

and Shipper's rights and obligations under the Service Agreement are expressly made 

subject to satisfaction of the following conditions precedent: 

(A) Conditions imposed by Pipeline (only Pipeline shall have the right to waive 

the conditions precedent set forth in Paragraph 7(A)): 

a 
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Pipeline’s receipt and acceptance by - of all 

necessary certificates and authorizations from the Commission to 

construct, own, operate and maintain the Project facilities, as 

described in Pipeline’s certificate application(s) as it may be 

amended from time to time, necessary to provide the firm 

transportation service contemplated herein and in the Service 

Agreement and to charge the initial Section 7(c) rates requested, as 

contemplated in this Precedent Agreement; 

Pipeline’s receipt by - of approval from its 

Management Committee or similar governing body, in its sole 

discretion, to expend the capital necessary to construct the Project 

facilities to provide the firm transportation service contemplated 

he re in ; 

Pi pel in e’s receipt of al I necessary govern menta I authorizations, 

approvals, and permits required to construct the Project facilities 

necessary to provide the firm transportation service contemplated 

herein and in the Service Agreement other than those specified in 

Paragraph 7(A)(i); 

Pipeline’s procurement of all necessary rights-of-way easements or 

permits in form and substance acceptable to Pipeline; 

9 
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(v) Pipeline’s completion of construction of the necessary Project 

facilities required to render firm transportation service for Shipper 

pursuant to the Service Agreement and Pipeline being ready and 

able to place such facilities into gas service - 

10 
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(B) Conditions imposed by Shipper (only Shipper shall have the right to waive 

the conditions precedent set forth in Paragraph 7(B)): 

(i) Shipper’s receipt on or before of approval from its 

senior management, in its sole discretion, to enter into this Precedent 

Agreement and the Service Agreement; 

(iii) 

11 
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Unless otherwise provided for herein, the Commission authorization(s) and 

approval(s) contemplated in Paragraph 1 of this Precedent Agreement must be issued 

in form and substance satisfactory to both Parties hereto. For the purposes of this 

Precedent Agreement, such Commission authorization(s) and approval(s) shall be 

deemed satisfactory if issued or granted in form and substance as requested, or if 

issued in a manner acceptable to Pipeline and such authorization(s) and approval(s), as 

issued, will not have a material adverse effect on Shipper. Shipper shall notify Pipeline 

in writing not later than fifteen (15) days after the issuance of the Commission 

certificate(s), authorization(s) and approval(s), including any order issued as a 

preliminary determination on non-environmental issues, contemplated in Paragraph 1 of 

this Precedent Agreement if such certificate(s), authorization(s) and approval(s) are not 

satisfactory to Shipper. All other governmental authorizations, approvals, permits 

and/or exemptions must be issued in form and substance acceptable to Pipeline. All 

governmental approvals required by this Precedent Agreement must be duly granted by 

the Commission or other governmental agency or authority having jurisdiction, and must 

be final and no longer subject to rehearing or appeal; provided, however, Pipeline may 

16 
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waive the requirement that such authorization(s) and approval(s) be final and no longer 

subject to rehearing or appeal. 
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9. (A) If the conditions precedent set forth in Paragraph 7 of this 

Precedent Agreement have not been fully satisfied, or waived by Pipeline or Shipper as 

applicable pursuant to the terms of Paragraph 7, by the earlier of the applicable dates 

specified therein -1, and this Precedent Agreement has not been 

terminated pursuant to Paragraph 9(B) of this Precedent Agreement, then either 

Pipeline or Shipper may thereafter terminate this Precedent Agreement and the related 

Service Agreement by giving 

18 
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(8) Notwithstanding any other provision in this Precedent Agreement 

and in addition to the provisions of Paragraph 9(A) of this Precedent Agreement, 

Pipeline may terminate this Precedent Agreement at any time - - by providing written notice to the other Party hereto if Pipeline, in its sole 

discretion, determines for any reason that the Project contemplated herein is no longer 

economically viable or if substantially all of the other precedent agreements, service 

agreements or other contractual arrangements for the firm service to be made available 

I 
I 
I 

I 
I 

by the Project are terminated, other than by reason of commencement of service. In the 

I event that Pipeline terminates this Precedent Agreement pursuant to this Paragraph 

I 19 
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9(B) termination will be effective on the date written notice is provided by Pipeline to 

Shipper. 

(C) If this Precedent Agreement is not terminated pursuant to Paragraph 9(A) 

or 9(B) of this Precedent Agreement, then this Precedent Agreement will terminate by 

its express terms on the Service Commencement Date, and thereafter Pipeline's and 

Shipper's rights and obligations related to the transportation transaction contemplated 

herein shall be determined pursuant to the terms and conditions of such Service 

Agreement and Pipeline's Tariff, as effective from time to time; provided, however, any 

provision in this Precedent Agreement which by its stated terms survives the termination 

of this Precedent Agreement shall continue in effect as expressly set forth in this 

Precedent Agreement. 

I O .  Shipper commits that it can and will satisfy one of the following 

creditworthiness requirements set forth in Paragraph lO(A) and that, upon request by 

Pipeline, Shipper shall promptly provide evidence to Pipeline of same: 

20 
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(C) This Paragraph I O  shall survive the termination of the Precedent 

Agreement and shall remain in effect until the Service Agreement terminates in 

accordance with its terms. 

11. Shipper represents and warrants that (i) it is duly organized and validly 

existing under the laws of the State of Florida and has all requisite legal power and 

authority to execute this Precedent Agreement and carry out the terms, conditions and 

provisions thereof; (ii) this Precedent Agreement constitutes the valid, legal and binding 

obligation of Shipper, enforceable in accordance with the terms hereof; (iii) there are no 

actions, suits or proceedings pending or, to Shipper's knowledge, threatened against or 

affecting Shipper before any Court or administrative body that might materially 

adversely affect the ability of Shipper to meet and carry out its obligations hereunder; 

21 
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(iv) the execution and delivery by Shipper of this Precedent Agreement has been duly 

authorized by all requisite corporate action; and (v) to the extent not already satisfied by 

Shipper's compliance with its obligations under Paragraph I O ,  upon execution and 

delivery of the Service Agreement, Shipper shall satisfy all of the creditworthiness 

requirements of Pipeline's FERC Gas Tariff, as it may be amended from time to time. 

I2  This Precedent Agreement may not be modified or amended unless the 

Parties execute written agreements to that effect. 

13. Any company which succeeds by purchase, merger, or consolidation of 

title to the properties, substantially as an entirety, of Pipeline or Shipper, will be entitled 

to the rights and will be subject to the obligations of its predecessor in title under this 

Precedent Agreement. 

22 
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14. Except as expressly provided for in this Precedent Agreement, nothing 

herein expressed or implied is intended or shall be construed to confer upon or give to 

any person not a Party hereto any rights, remedies or obligations under or by reason of 

this Precedent Agreement. 

15. Each and every provision of this Precedent Agreement shall be 

considered as prepared through the joint efforts of the Parties and shall not be 

construed against either Party as a result of the preparation or drafting thereof. It is 

expressly agreed that no consideration shall be given or presumption made on the basis 

of who drafted this Precedent Agreement or any specific provision hereof. 

16. The recitals and representations appearing first above are hereby 

incorporated in and made a part of this Precedent Agreement. 
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17. This Precedent Agreement shall be governed by, construed, interpreted, 

and petformed in accordance with the laws of the Texas, without recourse to any laws 

governing the conflict of laws. 

18, Except as herein otherwise provided, any notice, request, demand, 

statement, or bill provided for in this Precedent Agreement, or any notice which either 

Party desires to give to the other, must be in writing and will be considered duly 

delivered when mailed by registered or certified mail to the other Party’s Post Office 

address set forth below: 

Pipeline: Southeast Supply Header, LLC 
5400 Westheimer Court 
Houston, TX 77056 
Facsimile: (71 3) 627-5658 
Telephone: (713) 627-4419 
Attention: Vice President, Marketing 

Shipper: Florida Power & Light Company 
700 Universe Blvd. 
Juno Beach, Florida, 33408 
Facsimile: (561) 625-7197 
Telephone: (561) 625-7012 
Attention: EMT - Gas Operations 

or at such other address as either Party designates by written notice. Routine 

communications, including monthly statements, will be considered duly delivered when 

mailed by either registered, certified, or ordinary mail. 
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IN WITNESS WHEREOF, the Parties hereto have caused this Precedent 

Agreement to be duly executed by their duly authorized officers as of the day and year 

first above written. 

Southeast Supply Header, LLC Florida Power & Light Company 

By: By: 

Title: Title: Vice President 

27 
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August 2,2006 

Mr. Terry Morrison 
Vice President 
Florida Power and Light Company 
700 Universe Blvd. 
Juno Beach, Florida 33408 

Dear Mr. Morrison: 
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If the foregoing accurately sets forth your understanding of the matters covered 
herein, please so indicate by having a duly authorized representative sign in the space 
provided below and returning an original signed copy to the undersigned. 

Since re1 y , 

Southeast Supply Header, LLC 

Vice President 

ACCEPTED AND AGREED TO: 
This - Day of August, 2006 

Florida Power and Light Company 

By: 

Title: 
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August 2,2006 

Mr. Terry Morrison 
Vice President 
Florida Power and Light Company 
700 Universe Blvd. 
Juno Beach, Florida 33408 

Dear Mr. Morrison: 
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If the foregoing accurately sets forth your understanding of the matters covered 
herein, please so indicate by having a duly authorized representative sign in the space 
provided below and returning an original signed copy to the undersigned. 

Since re1 y , 

Southeast Supply Header, LLC 

Vice President 

ACCEPTED AND AGREED TO: 
This - Day of August, 2006 

Florida Power and Light Company 

By: 

Title: 



Date : ( l )  August 2 ,  2006 

SERVICE AGREEMENT 

G JY-6 
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Contract No. (1A)840002 

This AGREEMENT i s  entered i n t o  by and between Southeast  Supply Header, LLC("Transporter") 
and (2 )  Flor ida  Power & Light Company ("Shipper") . 

WHEREAS, i n  connection with the  firm t r anspor t a t ion  serv ice  contemplated here in ,  Shipper 
and Transpor te r  a r e  contemporaneously herewith executing a precedent agreement dated 
August 2, 2006, which s e t s  fo r th  c e r t a i n  condi t ions  precedent t o  Shipper's and 
Transpor te r ' s  r i g h t s  and obligations under t h i s  Agreement and which i s  r e fe r r ed  t o  here in  
a s  the  ("Precedent Agreement") ( cap i t a l i zed  terms used herein t h a t  a r e  not defined he re in  
o r  i n  Transpor te r ' s  Ta r i f f  s h a l l  have the  meaning s e t  f o r t h  i n  the  Precedent Agreement); 

I n  cons idera t ion  of t he  premises and of t he  mutual covenants herein contained, th-e 
p a r t i e s  do agree as  follows: 

1. Transpor te r  agrees t o  provide and Shipper agrees  t o  take and pay fo r  s e rv i ce  under 
t h i s  Agreement pursuant t o  Transporter 's  Rate Schedule FTS and t h e  General Terms and 

made a p a r t  hereof.  

Conditions o f  Trampor t e r ' s  Ta r i f f ,  which a r e  incorporated heGein by re ference  and ..,. 

2 .  The Maximum Daily Quantity (MDQ) f o r  s e rv i ce  under t h i s  Agreement and any r i g h t  t o  
inc rease  o r  decrease the  MDQ during the  term of t h i s  Agreement a re  l i s t e d  on Exhib i t  C 

a t tached  here to .  The Points of Receipt a r e  l i s t e d  on Exhibit  A a t tached  he re t a  and 
the  Po in t ($ )  of Delivery a r e  l i s t e d  on Exhib i t  B a t tached  here to .  Exh ib i t ( s )  A, B and 
C a r e  incorporated here in  by reference and made a p a r t  hereof.  

3 
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4. Maximum rates, charges, and fees shall be applicable to service pursuant to this 
Agreement except during the specified term of a discounted or negotiated rate to which 
Shipper and Transporter have agreed. Provisions governing such discounted rate shall 
be as specified in the Discount Confirmation to this Service Agreement. Provisions 
governing such negotiated rate and term shall be as specified on an appropriate rate 
sheet filed, with the consent of Shipper, as part of Transporter's Tariff. It is 
further agreed that Transporter may seek authorization from the Commission and/or 
other appropriate body at any time and from time to time to change any rates, charges 
or other provisions in the applicable Rate Schedule and General Terms and Conditions 
of Transporter's Tariff, and Transporter shall have the right to place such changes in 
effect in accordance with the Natural Gas Act. Nothing contained herein shall be 
construed to deny Shipper any rights it may have under the Natural Gas Act, including 
the- right to participate fully in rate or other proceedings by intervention or 
otherwise to contest increased rates in whole or in part. 

6. 

7.  

Unless otherwise.required in the Tariff, all notices shall be in writing and mailed to 
the applicable address below or transmitted via facsimile. Shipper or Transporter may 
change the addresses or other information below by written notice to the other without 
the necessity of.amending this Agreement: 

Transporter: Southeast Supply Header, LLC 
5400 Westheimer Court 
Houston, Texas 77056 

Facsimile : ( 7 1 3 )  627-5658 

Telephone: ( 7 1 3 )  627-4419 

Attention: 

Shipper: (6) Florida Power & Light Company 
700 Universe Blvd. 
Juno Beach, 
Facsimile : 
Telephone: 
Attention: 

The interpretation and performance of 
laws of the State of Texas, excluding 

Florida, 33408 

( 5 6 1 )  625-7297 

( 5 6 1 )  625-7012 

EMT - Gas Operations 

this Agreement shall be in accordance with the 
conflicts of law principles that would require 

the application of the laws of a different jurisdiction. 

rids Agreement supersedes and cancels, as of the effective date of this Agreement, the 
:ontract(s) between the parties hereto as described below, if applicable, 

( 7 )  Not Applicable 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be signed by their 
respective 'Officers and/or Representatives thereunto duly authorized to be effective as 
of the date stated above. 

SHIPPER:(2)Florida Power & Light Company SOUTHEAST SUPPLY HEADER, LLC 

By : 

Title: 

By : 

Title: 
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EXHIBIT A 

Point(s) of Receipt 

Dated: ( 8 )  August 2, 2006 

To the service agreement under Rate Schedule FTS between Southeast Supply Header, LLC 
(Transporter) and (2)Florida Power & Light Company (Shipper) concerning Point ( 5 )  Of 

Receipt. 

The points of receipt available to Shipper pursuant to Section 4.1 of Rate Schedule FTS 
include the following, and any additional receipt points constructed after the effective 
date of this Agreement: 

Receipt 
Point 

Receipt Point MDQ - 
. . .  

Signed f o r  Identification 

Transporter: 

Shipper: 

Supercedes Exhibit A Dated (9) N/A 
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Exhibit B 

Point (s) of Delivery 

Dated: (11) August 2, 2006 

To the service agreement under Rate Schedule FTS between SoutHeast Supply Header, LLC 
(Transporter) and (2) Florida Power & Light Company (Shipper) concerning Point ( s )  of 
Delivery. 

Primary 
Point of 
De 1 ive r y 

Delivery Point 
MDQ 

Mini" . 

Delivery Pressure 

Signed for Identification 

Transporter: 

Shipper: 

Supersedes Exhibit B Dated (12) N/A 
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Exhibit C 

Transportation Quantities 

Dated: (14) August 2, 2006 

To the service agreement under Rate Schedule FTS between Southeast Supply Header, LLC 
(Transporter) and (2)Florida Power & Light Company (Shipper) concerning transportation 
quantities. 

MAXIMUM D A I L Y  QUANTITY (MDQ): - 
Signed for Identification 

Transport e r : 

Shipper: 

Supersedes Exhibit C Dated (15) N/A 
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Date: (1)August 2, 2006, Contract N o .  ( 1 A )  840001 

SERVICE AGREEMENT 

This AGREEMENT i s  entered  i n t o  by and between Southeast Supply Header, LLC("Transporter") 
and (2 )F lo r ida  Power & Light Company ("Shipper").  

WHEREAS , i n  connection with the  firm t ranspor ta t ion  serv ice  contemplated here in ,  Shipper 
and Transporter a r e  contemporaneously heretrith executing a precedent agreement da ted  . 
August 2, 2006, which s e t s  f o r t h  c e r t a i n  conditions precedent t o  Shipper's and 
Transporter 's  r i g h t s  and obl iga t ions  under t h i s  Agreement and which i s  r e fe r r ed  t o  he re in  
a s  the ("Precedent Agreement") ( cap i t a l i zed  terms used he re in  t h a t  a r e  not defined he re in  
or i n  Transporter 's  Ta r i f f  s h a l l  have the  meaning s e t  f o r t h  i n  t h e  Precedent Agreement); 

I n  cons idera t ion  of t h e  premises and of t he  mutual covenants herein contained, t h e  
p a r t i e s  do agree as follows: 

1. Transporter agrees t o  provide and Shipper agrees t o  take  and pay f o r  se rv ice  under 
t h i s  Agreement pursuant t o  Transporter 's  Rate Schedule FTS and the  General Terms and 
Conditions of Transpor te r ' s  T a r i f f ,  which a r e  incorporated here in  by reference and 
made a pa r t  hereof.  

2 .  The Maxi" Daily Quan t i ty  (MDQ) f o r  s e rv i ce  under t h i s  Agreement and any r i g h t  t o  
inc rease  o r  decrease the  MDQ during the  term of t h i s  Agreement a r e  l i s t e d  on Exhibit  C 

a t tached  here to .  The Poin ts  of Receipt a r e  l i s t e d  on Exhibit  A attached here to  and 
the  P o i n t ( s )  of Delivery a r e  l i s t e d  on Exhibit  B a t tached  here to .  Exh ib i t ( s )  A, B and 
C a r e  incorpora ted  here in  by reference and made a p a r t  hereof.  

: 
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4 .  Maximum rates, charges, and fees shall be applicable to service pursuant to this 
Agreement except during the specified term of a discounted or negotiated rate to which 
Shipper and Transporter have agreed. Provisions governing such discounted rate shall 
be as specified in the Discount Confirmation to this Service Agreement. Provisions 
governing such negotiated rate and term shall be as specified on an appropriate rate 
sheet filed, with the consent of Shipper, as part of Transporter's Tariff. It is 
further agreed that Transporter may seek authorization from the Codssion and/or 
other appropriate body at any tine and from time to time to change any rates, charges 
or other provisions in the applicable Rate Schedule and General Terms and Conditions 
of Transporter's Tariff, and Transporter shall have the right to place such changes in 
effect in accordance with the Natural Gas Act. Nothing contained herein shall be 
construed to deny Shipper any rights it may have under the Natural Gas Act, including 
the right to participate fully in rate or other proceedings by intervention or 
otherwise to contest increased rates in whole or in part. 

5. Unless otherwise required in the Tariff, all notices shall be in writing and mailed to 
the applicable address below or transmitted via facsimile. Shipper or Transporter may 
change the addresses or other information below by written notice to the other without 
the necessity of amending this Agreement: 

6 .  

7. 

Transporter: Southeast Supply Header, LLC 
5400 ,Westheimer Court 
Houston, Texas 77056 
Facsimile : (713)  627-5658 
Telephone: (713)  627-4419 
Attention: 

Shipper: ( 6 )  Florida Power & Light Company 
700 Universe Blvd. 
Juno Beach, Florida, 33408 
Facsimile: (561)  625-7197 
Telephone: (561)  625-7012 
Attention: EMT - Gas Operations 

The interpretation and performance of this Agreement shall be in accordance with the 
laws of the State of Texas, excluding conflicts of law principles that would require 
the application of the laws of a different jurisdiction. 

T h i s  Agreement supersedes and cancels, as of the effective date of this Agreement, the 
contract(s1 between the parties hereto as described below, if applicable, 

(7)  Not Applicable 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be signed by their 
respective Officers and/or Representatives thereunto duly authorized to be effective as 
of the date stated above. 

SHIPPER:(Z)Florida Power & Light Company SOUTHEAST SUPPLY HEADER, LLC 

By : 

Title: 

By: 

Title: 
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EXHIBIT A 

Point(s) of Receipt 

Dated: ( 8 )  August 2, 2006 

To the service agreement under Rate Schedule FTS between Southeast Supply Header, LLC 
(Transporter) and (2)Florida Power & Light Company (Shipper) concerning Point ( S )  Of 

Receipt. 

The points of receipt available to Shipper pursuant to Section 4.1 of Rate Schedule FTS 
include the following, and any additional receipt points constructed after the effective 
date of this Agreement: 

Receipt 
Point 

Receipt Point MDQ 

Signed for Identification 

Transporter: 

Shipper: 

Supercedes Exhibit A Dated ( 9 )  N/A 
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Exhibit B 

Point ( s )  of Delivery 

Dated: (11) August 2, 2006 

TO the service agreement under Rate Schedule FTS between Southeast Supply Header, LLC 
(Transporter) and (2)Florida Pawer ti Light Company (Shipper) concerning Point ( s )  of 
Delivery. 

Primary 
Point of 
Delivery 

Delivery Point 
MDQ 

Minimum 
Delivery Pressure 

Signed for Identification 

Transporter: 

Shipper: 
I .  

Supersedes Exhibit B Dated (12) N/A 
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Exhibit C 

Transportation Quantities 

Dated: (14) August 2, 2006 

To the service agreement under Rate Schedule FTS between Southeast Supply Header, LLC 
(Transporter) and (2)Florida Power & Light Company (Shipper) concerning transportation 
quantities. 

MAXIMUM DAILY QUANTITY (WQ): 

Signed €or Identification 

Transporter: 

Shipper: 

Supersedes Exhibit C Dated (15) N/A 


