BEFORE THE FLORIDA
PUBLIC SERVICE COMMISSION

DOCKET NO. 060001-E1
FLORIDA POWER & LIGHT COMPANY

SEPTEMBER 1, 2006

EXHIBITS OF G. YUPP
(GJY-3, GJY-4, GJY-5, GJY-6)

REDACTED COPY

58067 stP-l g

FPSC-COMMISSIOK CLERR




BEFORE THE PUBLIC SERVICE COMMISSION

- .

( _ Inre: Petition of Florida Power & Light DOCKETNO.___— - .
Company to recover costs of natural gas o .
. storage project. ' ' FILED: April 28, 2006

PETITION OF FLORIDA POWER & LIGHT COMPANY TO.
RECOVER NATURAL GAS STORAGE PROJECT COSTS

\ ' THROUGH THE FUEL COST RECOVERY CLAUSE: -

I M RN

Florida Power & Light Company (“FPL” or the “Company”) pursuant to Secuon 366.06,

!

[

' Florida Statutes and prior orders of the Cormmssmn hereby petitions for an order approving

recovery, through the Fuel and Purchase Power Cost Recovery Clause (the “Fuel Clause”) of the,

costs of its parﬁcyon in the subsurface natural gas storage facility, MoBay Gas Storage Hub

! -!m

zea

in Mob1le County, Alabama (the “Gas Storage Fac111ty”) that is to be bu11t and operated by

4.

o W 'FalcOn Gas Storage, Inc. (“MoBay”; FPL’s participation in the Gas Storage Facility will be

' reférred to as the “Gas Storage Project”). As further discussed below and in the affidavit
submitted with this Petition, the Gas Storage Project Will substantially increase FPL’s. ability to
hedge the physical suoply 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 Transm_ission
(“l:iGT”) 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 reasonably and r)rudently incurred costs for
the Gas Storage- Project through,,the Fuel Clause"is appropriate. In further support of this

Petition, FPL states:
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UL S Background
1. FPL i‘ls a public utility subject to the regulatc;ry jurisdiction of the Commission
under Chapter 36:6, 'Florid.a Statutes. - The Company’s. pril;ac':ipal offices are located 'at 700

Universe Boulevard, Juno Beacﬁ, Florida:

2. All notices, pleadings and other communications required to be served on thell

petitioner should, be directed to:

\

John T. Butler, Esq. _

Senior Attorney \
Florida Power & Light Company '
9250 W. Flagler Street . . ! ' .
Miami, Florida 33174 o

(305) 552-3867 '
(305) 552-3865 (Fax)

~and- S ,
. Mr. William G. Walker, I - e ‘
. .. Florida Power & Light Company : EE
215 South Monroe Street, Suite 810 " :
Tallahassee, FL. 32301-1859 . . t

P : (850) 521-3910
(850) 521-3939 (Fax)

3. The jugfiﬁcation for approval of the Gas Storage Project is addressed in the afﬁdaw)it'

- of Gerard J. Yupp, which is.attached as Exhibit A and made part of this Petition.

. Background on Natural Gas Storage

4, FPL depends upon natural gas for a substantial poftion 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 -

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 those sources of supply by hurricanes

2 GJY-3
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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. FPL has utilized small-scale natural gas storage,arrangements for several years.
o ‘ i .

Since 2003, FPL has récovered costs associated with those arrangements through the Fuel Clause

i

as'pért of its natural gas trarisportation 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

" | :-He‘t{"g“i'-r{g Report filed each April. : |
. . N . H

Description of Gas Storage Project and Its Benefits

T ' 6. As explained in grcatef detail in Mr. Yupp’s affidavit, the Gas S'Ltlg-i"age Facility is

]
!

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

1

underground into an existing, éépieted-oil field: The Gas Storage Facility is s,ituaited at the input

termini, of the Gulfstream pipeline and FGT Mobile Bay pipelines. FPL’s utilization of natural
St , ' . - '
"1 gas storage over the past several years has been beneficial in enhancing the reliability of natural

gas supply and mitigating some of the impact of natural gas price volatility, particularly during

7 ™~

severe weather events. However, the 2004 and 2005 hurricane seasons presented numerous fuel
supply challenges that have caused FPL to re-é‘valuate the extent of natural gas storage from
which FPL and its customers could benefit.

7. 'The suéceptibility of the Destin/MoBile Bay area to production shut-ins dﬁe to the
thr‘éat or impact of severe weather évents has proven to be a particularly significant challenge.
Price volatility in the Destin/Mobile Bay area is high due to this supply limitatilom
Approximately 48% of the firm gas transéortation capacity, on both FGT and Guifstream, which
FPL uses to supply its gas-fired generating facilities, is.tied‘ to off-shore production in the

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

1

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 gas into the FGT

3
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and Gulfstream’ pipelines. FPL’s existing small-scale natural gas storage, arrangerdent is-tied

only to FGT and cannot provide storage for the Gulfstream Pip’eiine. Therefore, FPL’S 'op,tiohs _

for obtaining nan;;‘al -gas aﬂpply for Gulfstream after p,I‘OdIIJ'C.tiOIl‘Shut—iI}S are ‘currently very

'

limited. ’

8. The Gas Storage Pro;ect is a cntlcal step in helping reduce FPL’s vulnerability to

natural gas supply curtallments in the Destin/Mobile Bay area and limiting FPL’s exposure to the .

Pl [ '

volaﬂhty mherent 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

to intra-day changes in its natyral gas requ1rements due to load vanance, unit outages, etc. The

ability to withdraw gas from storage on an intra-day basis allowS FPL. to potentially avoid.having

toj.mpurchaseuhigher priced, intra-day natural gas and/or dispatching generation ’with alternate -

|
fuels. The Gas Storage Pro;ect will enhance FPL’s ability to manage day—to day and 1ntra-day
changes. Natural gas that is withdrawn from the Gas Storage Fac1l1ty may be fed d1rect1y into
the, ,Gulfstream and/or FGT pipelines and transported to FPL’s generatmg fac1l1t1es using FPL’

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

* be transported through other pipelines, FPL w111 not be subjected to multiple or pancaked”

\ll

transportation charges.

9.  FPL will be an “*anchor tenant” of the Gas Storage Facility. Its entitlement to store up
to 6 million dekatherms which reﬁresents approximately 50% of the Gas Storage 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 ahility

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.
Moreover, as explained in Mr. Yupp’s affidavit, the ability to store a substantial volume of

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

4
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| * Timiing of the Gas Storage Projéct
( - 10. In o'rder to-secire a substantial participation in'the Gas Storage Facilrty'and_to }relp
| | ensure the facrhty 8 financial viability,- FPL entered mto a Firm Storage Service Precedent
e Agreement (the “Precedent Agreement”) with MoBay on April 1, 2006 The Gas Storage
Facility is scheduled to go.into servicé between December 31 -2007 and July 1, 2008. FPL is
entrtled under the Precedent Agreemient to terminate 1ts 1nvolvement anytrme after December 31, -

R '200}7 i the Gas Storage Facility is not yét in service and MoBay is not exer.crsmg commercra]ly

" reasonable efforts to complete it: A copy of the Precedent Agreement is Attachment 2 to Mr.

s Yupp"s affidavit.

t

Proposed Cost Recovery for Gas Storage Project

11.  The Gas Storage Project will provide substantial additional supply-reliability and

volatility-reduction benefits to FPL and its customers. As such, it is a form of expanded-, non-
o e o -
Ca speculative physical hedging. In approving the Hedging Resolution in Order No. PSC-02-1484-

FOF-EI, Docket No. 011605-EI, dated October 30, 2002 (the “Hedging Order”), the Commission

stated: .

In addition, [the Hedging Resolution] maintains flexibility for each IOU to create
the type of risk management program for 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 currently 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

programs.”

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

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

Order.

' 5
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12.  As presently contemplated, the Gas Storage Project will entail the following financial |

responsibilities for P‘i?L: L - v S o

|

{

' 13.

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

a. A monthly Storage reservation charge. -~ - '

'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
MoBay an amount 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 mformation, FPL expects that providing .its own Base Gas will be less

expens1ve than Ieasmg it from MoBay for the term of the agreement. . .

v c. Puel retention and commod1ty charges for. mjectlons and withdrawals of

natural gas. = . , _ - .

d. A monthly inventory insurance chargc apphed to'the total of a tenant’s MSQ,
and Base Gas.' This insurance protects against thé 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 opt10n to obtain this insurance .-
itself -rather than. paying the monthly inventory insurance charge if deemed. -

beneficial to FP1.’s customers. |

| e. Cafrymg costs assoc1ated w1th the Sdbstantml inventory balance. that FPL vs'/ill

target for maintaining in the Gas Storage Project 1n order to provide the rehab111ty

and volahhty—reducﬂon beneﬁts descnbed above. " ' .
1.

cost componéhts identified above as follows:

a. Monthly Storage Reservation Charge: This will be charged to the Fuel .

Clause as a gas transportation charge each month as it is incurred.

b. Base Gas: If FPL leases Base Gas, 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 dwn 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 Fac1]1ty Eventually,

the Base Gas will be withdrawn.and consumed by FPL. At the time that a

quanuty of Base Gas is withdrawn, FPL will credit to the Fuel Clause the

1

The Commission has historically allowed electric utilities to charge
Clause at the time that the oil is placed into the utilities’ storage tanks. See Order No. 12645, Docket No.

830001-El, 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

FPL proposes to recover the Gas Storage PI‘OjeCt costs as gas transportation charges

“non-recoverable oil” to the Fuel

GJY-3
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- amount that it had previously.charged to the Fuel Clause for that quantlty of

Base Gas.
I

c. InjectiohfW ithdrawal Charges: Fuel retention and commc’dity charges for the
injection and withdrawal of natural gas will be charged to the Fuel Clause as

gas transportahon charges. '

d. Monthly Inventory Insurance Charge. If FPL elects to pay MoBay for this
* insurance, the monthly inventory insurance charge will be charged to the Fuel

Clause as a gas transportation charge each month as it is incurred. If FPL

\ ' 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
BN ' Clause as a gas transportation charge in the month when those premlums '

accrue.

e. Inventory Carrying Costs. The inventory carrying costs will be calculated by
‘ applying the regulatory overall cost of capital times the average ‘monthly
' inventory balance. This calculation i is consistent with the methodology used
to calculate the return on investment in all 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 burned.

’ W 14, None of the costs of the Gas Storage Project are currently recovered through FPL's

. base rate charges or any other recovery mechanism.

15. As described in section 5, FPL has utilized -small scale natural gas storage -
a:r’angcments for several years. Initially, FPL purchased storage capacity on a short-term basis,

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

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

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

_ 13(e) above and commencing upon approval of this petition, FPL proposes to begin includihg-in

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

Contract or any successors thereto.

GJY-3
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o No Material Facts in Dispute

16. FPLisnot a\;varq of any dispute regarding the. maferial facts ‘céntaine_d in this
petition. e . ' o o S '

' e e ) : "

W

4. v ~ Conclusion and Request for Relief

17. 'For the reasons disqussed above and in Mr. Yupp’s affidavit, the Gas Storage.

Project will serve as a physical hedge that providés reliability and volatility—redﬁction benefits to

FPL’s customers; its costs are not currently recovered through FPL’s base rates; and recovery of

]

those costs as gas transportation charges and'hedging transaction costs via the Fuel Clause is

consistent with established Commission practicé and the Hedging Order. Acc':ording»ly, recovery

of reasonably and prudently incurred costs for the project through the Fuel Clause is Ia‘ppfopriate; -

W_I-]EREFORE, FPL rgespectfﬁlly requests that the Commission enter an order 'approving

recovery of the réasonably and prudently incurred costs of the Gas Storagé'Projqbt thi'oug'hl'the

Fuel Clause. . o

~ Respectfully submitted,

Jolin T. Butler, Esq.

Senior Attorney

Florida Power & Light Company
9250 W. Flagler Street

Miami, Florida 33174

(305) 552-3867

(305) 552-3865 (Fax)

e
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STATE OF FLORIDA ) - o o
| ) ' AFFIDAVIT OF GERARDYUPP '~ °

! I .
PATM BEACH COUN'IY' )

BEFORE ME the undersigned authonty, personally appeared Gerard Yupp who bemg first
duly sworn, déposes and says ‘

L.
(“FPL”) as Director of WhoIesale Operatlons in the Energy Marketing and Tradmg.Dwmon I have

personal knowledge of the matters stated in this afﬁdawt

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 Florlda Atlantic University-in 1994. In May of 1995, I joined Cytec
Industries as a plant electrical engineer where I worked until October of 1996, At that time, 1 rejoined
FPL as a real-time power trader in the Energy Marketing and Trading Division. Smce rejoining FPL in

1996, I have moved from real-time power trading to short-term power tradmg, power tradmg manager

and assumed my current position in December 2004. :
!

-3 I am responsible for managmg the daily activities of the Wholesale Operathns Group.
Daily activities include natural gas and fuel oil procurement fuel allocation and fuel burn' management.
for FPL’s oil and/or natural gas burning plants coordination of plant outages with wholesale' power
needs, real-time power trading, short-term power trading, transtilission procurement and scheduling.
Longe -térm initiatives include fuel planning and evaluating opportunities within the wholesale power
markets based on forward market conditions, FPL’s outage schedule fuel prices and transmission

availability.

4. FPL depends ypon natural gas for a substantlal portion of the electric énergy it generates’

‘each year. For example, slightly over 50% of FPL’s 2005 total generated MWh were produced with

natural gas. Unlike coal;6il and nuclear fuel, it is impractical to store 31gn1f' cant 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 those sources of supply by hurricanes or other events can result in nearly
immediate and quite substantlal reductions in the amount of natural gas available for FPL’s gas-f red

generating fac1ht1es

5. MoBay Gas Storage Hub, owned and operated by Falcon Gas Storage, Inc
(www.falcongasstorage.com) is a HDMC (high-deliverability, multi-cycle) reservoir gas storage facility
of up to 50+ Bef of storage capacity in compartmentalized high-quality gas reservoirs. Set for phased
development startmg with Phase I Workmg gas capa_cxty of 12 Bef and up to 50+ Bef, of workmg gas

vilis 55 i

b :

, eam Natural Gas (Gulf‘strearn), Gulf South Pxpehne (Gulf South) Zone 4, and Transcontmental
G ,’Pxpehne (Transco) Station 85./ Zone 4. When ﬁ.llly developed, MoBay will be the largest, most

southeasterly underground natural gas storage facility in the United States. MoBay’s primary storage

facilities (such as compression, controls, pipeline interconnections and meter stations) will be located

' GJY-3
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! : "
onshore in Coden, Alabama next to Gulf Stream’s main compressmn station at the confluence of major
. market and supply area pipeline systems and processmg plants serving natural gas and electric utilities in
the Southeast and Northeast markets. It will be the only, proposed HDMOC storage facility of any kind
capable of directly commécting with the Gulfstream pipeline system serving the Florida market. HDMC
(111gh—delwerab111ty, multi-cycle) reservoir storage provides shorter and lower development costs per unit
than other gas storage 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
storage volumes, allows inventory to be cycled from 1-6 times annually while virtually eliminating the
kinds of catastrophic failure risks that have plagued Salt Cavern storage on a numiber of different
oceasibys (e.g., Moss Bluff). Maintenance and overall site development for HDMC reservoir storage
also prov1des far less environmental meact in development and operations. HDMC resgrvoir 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 confidence in the safe,
effectwe, active and long term storage of natural gas, unlike man-made caverns that have been known to
'leak and/or experience catastrophic failures, mcludmg fires and explosxon (See Attachment 1).

i

, 6. The Gas Storage Project will substantlally mcréase 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 F lorida markets and can provide benefits to all natural gas consumers in Florida.  Additionally, this
M nlocatlon at the termini of the Gulfstream pipeline and FGT Mobile Bay pipelines will allow FPL to
" | i realize the maximum benefit of its existing firm transportation arrangements and avoid “pancaked”

. pipeline tranSportatxon 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 outpit of its gas-fired generating facilities. The Destin/Mobile 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 production in the Destin/Mobile Bay area. Production shut-ins in this area have a
significant impact on the avallabxllty 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 Gulfstream
after production shut-ins are currently very limited. The Gas Storage Project will provide FPL with an
alternate gas supply source directly 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 also during high demand periods due to
location ‘and operationial reasons. Therefore, the ability to store a substaritial volume of natural gas will
heIp reduce FPL’s vulnerability to natural gas supply curtailments in the Destin/Mobile Bay area and
help liait FPL’s exposure to the volatility inherent in relying on spot market gas or alternate fuels during
severe weather events and periods of high demand. The Gas Storage Facility will also ‘enhance FPL’

ability to respond to day-to-day and intra-day changes to its natural gas requirements.

GJY-3
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10
11

13
14
15
16

17

18
19
20
21

22

23
24
. 25
26
27

+ 2007 if the Gas Storage Facility is tiot yet in setvice and MoBay is not exercising commercially
reasonable’ efforts to complete it.

\

w

28, |
29

30
31
82

8 ' In order to secure a substantial partlc1pauon in the Gas Storage Facility and to
help ensure the facility’s financial viability, FPL entered into a Firm Storage Service Precedent
Agreement (the “Precedent Agreement”) with MoBay on Aprl 1, 2006. The Gas Storage
Facility is scheduled to go into service between December 31, 2007 and July 1, 2008. -FPL i is
entitled under the Precedent Agreement to terminate its involvement anynme after December 31,

A copy of the Precedent Agreement is provided as Attachment 2.

i

9.« As presently contemplated, the Gas Storage Project will entail the followmg

12  financial responsibilities.for FPL:
A monthly storage reservation charge of - per dekatherm of the maximum

a.
storage quantity (“MSQ”). At FPL’s expected MSQ of 6 million dekatherms, this would

be _ per month. ‘

b. In order to maintain sufficient pressure in the Gas Storage Fac111ty to permit
natural gas withdtawals as needed, FPL will either have to provide or lease from MoBay

an amount 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 providing its own Base Gas will be less expensive than leasing it from

MoB ay “for the term of the agreement.
P !

c. A charge of 1% fuel retention for each dekatherm of natural gas that is injected
into and 1% fuel retention for each dekatherm withdrawn from the Gas Storage Facﬂlty

Fuel retention is the percentage of each injected or withdrawn volume of fuel that the
Gas Storage Facility retains to compensate for fuel used in the compression process. In

addition to fuel retention, a commodity charge of - per dekatherm'will be applied
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 dekatherm, applied to the
total of g tenant’s MSQ and Base Gas. For FPL, this would be 9 million dekatherms
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 i insurance
itself rather than pdying the monthly inventory insirance charge if deemed beneficial to

FPL’s customers.

e. Carrying costs associated with the substantial inventory balance that FPL will
target for maintaining in the Gas Storage Project in order to prov1de the rehablhty and

volatility-reduction benefits described above.

‘C

Attachment 3 is a table showmg that the storage costs under the Gas. Stors;
parison to FPL’s existing storage arrangements.

10,

GJY-3
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' 'who'is personally known to me or who has produced

lIl
,.

, My 'Conﬁ'rﬁssion Expires: Pr]o(,] 90 Joof
_ : .
i .

_ 11.  None of the costs of the Gas Storage Project are currently recovered through FPL’s base’
rate charges or any other recovery mechanism. FPL currently recoyers the costs of natural gas storage
arrangements through the Fuel Clause, as part of its gas transportation charges. Attachment 4 is MFR B-
18 for the Test Year 2006 showing that natural gas inventory was not included in FPL’s MFR filing in
Docket No. 050045-EI and, therefore, the carrying costs associated with natural gas inventory is not

included in FPL’s base rate charges.

'

\ 12. Affiant says nothing further.

A . el » \ a(;t; 2

Gerard Yu%p U

SWORN TO AND SUBSCRIBED before me this of ] day of April 2006, by Gerard Yupp,
D— . '(type of identification) as

identification and who did take an oath.

Notary Public, State of Flon*d}i J

SHF, Debra Ann Domingnez

i ey 6% Commission # DD312184

| ' 24 R S exolres: Aprl 20, 2008
' : O, YTy SF : 1

TR Aamn Matzy 1-800-350-5161

{J
R 0‘"’

13411p
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. (excluding effect of hurricanes); opportunities continue to become smaller;
hurricanes reduced gas production by an addltional 1.7 Bet/day in 2005_

Deepwater projects are delayed and less gas prone than expected

Sustainlng GOM production will be challenglng given recent disappointing
exploration results.

6} jo 8} obed
| JUBWYIERY

Auedwo) b 3 Jemod epLOd



NOA Mueyy =
aseq Jawolsn) ybry =
9ZIS Wby

SEN PRSI

Florida Power & Light Company

Attachment 1
Page 19 of 19

Son|IDe4 ybry
QWi ybry
20e|d by =

s
uoisnpuod




CONFIDENTIAL

0 Florida Power and Light Company
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' FIRM STORAGE SERVICE PRECEDENT AGREEMENT

This Firm Storage Service Precedent Agreement (“Precedent Agreement”) is entered into

this , déy of , 2006, by and between MoBay Storage Hub, Inc. (“Owner”),
a Delaware Cérporaﬁon, and Florida Power & Light Company, a corporation formed under the

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

\
.andtsllectively “Parties”. ' .
|
WITNESSETH:

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

st'oragg facility and appurtenant facilities in Mobile, Alabatﬁa (“MoBay Storage Project”) and to

engage in the storage of natural gas.in interstate ‘commerce subject to the jurisdiction of the
Federal Energy Regulatory Commission (“Commission” or “FERC™); and
' WHEREAS, Shipper desires Owner to store Shipper’s natural gas on a firm basis in the

o
MoBay Storage Project; and
. WHEREAS, subject to the terms and conditions set forth in this Precedent A_greément,

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;

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

W

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 reasonable 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 (“Governmental

GJY-3
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Authonzatlons”) that Owner determines are necessary: (i) to construct, mstall own, mamtam

and operate (or causé to be constructed, installed, owned, maintained, and operated) the facilities

necessary to render the firm'service as contemplated in this Precedent Agteement; (if) to provide

firm storage Services at market-based rates; and (iii) to perform its obligations under the Firm

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

[

hereof. Owmer shall ﬁle' and prosecute any and all applications for such Governmental

Authorizations, any supplements and amendments thereto, and, if necessary, any court review, in

such manner as it deems to be in its best interest. Shipper expresély agrees to support and

cooperate, and to not oppose, obstruct, or otherwise interfere \;vith, in any manner whatsoever,

2. Execution of Service Agreement. Contemporaneously with the execuuon and dehvery of

‘ot

this Precedent Agreement Shipper and Owner ‘have executed the Servme 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

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

"
.

‘however, that the Service Agreement shall be terminated prior to such date if this 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

to the Service Agreement.

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

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

application(s) with the Commission. Upon satisfaction or waiver of the conditions precederit set

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

GJY-3
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(- ' necessary final design of facilities, acquisition of materials, supphes, properties, nghts of-way

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

o as contemplated in this Precedent Agreement. Prior to. the satisfaction or waiver of the

associated conditions precedent, Owner shall have the right, but not the obligati-on, to proceed

with Ebe foregoing ac’nvmes If Owner elects to proceed with some of the foregomg activities

!

T pridt Y0 satisfaction of the associated condition precedent(s), such actions sha.ll not constitute
t

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

4. ' Construction of Facilities and Commencement of Service; Expansions.

(a) Upon satisfaction or waiver of the conditions precedent set forth in subparagraphs

(e) (b); (c), (), (e), and (g) of Paragraph 5, Owner shall use-commercially reasonable efforts to

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

'I|'

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

I

Service Date™); provrded however, that in the event Owner’s failure to complete construction. of
its facilities and commence the storage services contemplated hereunder is due to Ownet’s Force
Majeure, the Proposed In-Serv_ice Date shall be extended for each day of force majeure up to a

maximum of one hundred eighty (180) days. “Owner’s Force Majeure” shall mean any cause '

whether of the kind enumerated herein or otherwise, not reasonably within 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 industrial
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,

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

GJY-3
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interruptions by govei-nment or court orders; present and future 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;

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

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

',

accidents and/or maintenance to plant facilities including machinety, lines of pipe; accidents
and/or unscheduled maintenance of wells or subsurface etorage caverns or reservoirs; testing (as
required by governmental authority or as deemed necessary by Owner for the safe operation of

b

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

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

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

that the settlement of stnkes or lockouts shall be entxrely W1th1n the d1screuon of Owner, and that

Ovvper shall not be requIred to settle strikes or lockouts by accedmg to the demands of opposing

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

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

\H

Shipper as contemplated herein by the Proposed In-Service Date, Owner will continue to proceed
'w1th commercially reasonable efforts to complete arrangements for such firm service and
commence the firm service for Shipper at the earliest practicable date thereaﬁer. Owner will not
be liable nor will this i’recedent Agreement or the Service Agree:ﬁent be subject to cancellation
.(except as specifically provided pursuant to Parageaph 6) if Owner is unable to complefe the
construction of such authorized and necesealy facilities and commence | the firm service

contémplated herein by the Proposed In-Service Date, except as provided in Paragraph 4(b).

GJY-3
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1 r (b) . If Owner is unable to complete construction of its facilities and commence the

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

3 extended .puréuant to Paragraph 4(a)), then Shipper shall have the right after the Proposed In-

]

4
5 storag\e agreement to be effective upon thirty (30) days from the date of written notice of

Service Date, tb give Owner notice of cancellation of this Precedent Agreement and the firm

inues to exercise

A 'caﬁ@é'ﬂaﬁon to Owner; pfovided, héwever, that if dnd for so long as Owner cont
N . 1

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

8  Shipper shall not be entitled to exercise its termination right until one hundred eighty (180) days

9 af;cer thé Proposed In-Service Date.

fo 5. ' Conditions Precedent. T'ﬁe Parties’ rights and obligations under Paragrap_h 4(a) are

11 expressly made subject to satisfaction, or waiver by’ O'wner,. of the conditions precedent (a), (b),

Iw !

44 ' and (c) below and the satisfaction, or waiver by Shipper, of the conditions precedent (d), (e), (),
] , : ’ ' . .
43  and (g) below:

14 (@  receiptin a form acceptable to Owner in its sole discretion by— of

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

1 commencement of construction; |
~17 - (5) procurement by—éf ail necessary rights-of-way easements or permits
18 in form and substance acceptable to Owner in its sole discretion;
19 (c) receipt by Owner of. approval by its Board of Directors no later than ten (10) déys
20  of the satisfaction or waiver of condition precedent 5 (d) below, from its Management Committee

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

GJY-3
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(d) recerpt by Shipper of approval no later than ten (10) days of the executron of this

Prec¢edent Agreement from 1ts Management Comrmttee or smnlar governing body to proceed

with this Preoedent Agreement and the Service Agreement;

© submieéion by Owner to the Federal Energy Regulatory Commission of an
apphcauon pursuant to Section 7 of the Natural Gas Act for a certificate of pubhc convenience

and necess1ty to construct, own, and operate the MoBay Storage Project by_

commencement by Owner of bona fide construction of the MoBay Storage

®
Project no later than- - For purposes of this Precedent Agreemen't, Owner shall be

deemed to have commenced bona fide construction of the MoBay Storage Project facilities when
Owner has awarded the construction contract(s) to its general constretion contractor(s) and such

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

the MoBay Storage 15er ect facilities; and .

RN RE receipt in a 'form acceptable to Shipper in its sole discretion by—of
approval from the Florida Public Service Commjssion for Shipper to recover through the fuet
cost recovery clause costs iShipper incurs pursuant to.the obligations set forth in this Precedent
Agreement and the Service Agreement; provided, however, that Shipper may, upon Written
| notice provided to Owner no later than_ extend the deadline for the satisfaction of
. this condition precedent 5(g) by up to sixty (60) days; provided further that the deadlines
applicable to the conditions precedent S(a), S(b), 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 Tennination;

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

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

6
GJY-3
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: ( ) will terminate by its express terms on the date of comnjenpement of service under the Service
Agreement, as provided fbr in Paragraph 4@, and thereafter Owner’s and Shipp'er’s rights and

| 0 obligations related to the storage transaction contemplated herein shall be determined pursuant to
the terms andlcbnditions of such Service Agreement and Owner’s FERC Gas Tariff, as eﬁ'ecﬁve

‘ from, time to time, éxcept that Shipper shall be required to comply with the creditworthiness
N Co 'pro”ﬁl}féﬁbns of Péragraph 7 for the term of the Servi¢e Agreement. |
. o , '

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

. terminate this Precedent Agreement at any time upon fifteen (15) days’ prior written notice to

Shipper if Owner, in its sole discretion, determines for any reason that the MoBay Storage
Projéct conitemplated herein is nio longer econemically viable or if substantially all of the ‘other
prepedqnt agreements, service agreements or other contractual atrangements for the firm service

(| t

. - ' to be made ava.ilsible by the MoBay Storage Proj‘cct are terminated, other than by reason of

A

'

commencement of service.

(c)  Failure of Conditions Precedent. |

@ If a condition precécient 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 6r if a condition precedeﬁt set forth in Paragraphs 'A
. 5(d) and (g) has not been fully saﬁsﬁed, or waived by Shipper pursuant to the terms
of Paragraph 5 by the applicable date specified therein, then Owner may thereafter
términate this Precedent Agreement by g’ﬁng ninety (90) days’ prior writteﬁ notice
of its intention to terminate to Shipper; p_rovide&, however, if the cpﬁdiﬁon precedent
is satisfied, of 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

GJY-3
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' ( o eﬂ‘ecﬁve provrded further that the foregoing cure “period shaH not apply to the .

cond1t19n precedent set forin Paragraph 5(g)- ) T .'

() - Ifa cond1t10n precedent set forth in Paragraphs S(d) through (®
has not beén fully satlsﬁed by Owner or Shipper, as apphcable or waived by Shipper
pursuent to the terms of Paragraph.S, by the applicable date specrﬁed therein, then ,

: _ Shipper may thereaﬁer terminate this Precedent Agreement by grvulig ferty-ﬁve (45)
days’ prior written notice of its intention to terminate to Owner, sttch notice to be
given no later than ninety (90) days after the applicable date for setisfaction, of the
condition iarecedent; provided, however, if the condition precedent is’ satisﬁed, or S
waived by Shipper, pursuant to the terms of Paragraph -5, within such. forty-ﬁve‘ (45)-
day notice penod then términation w111 not be effective; provrded further that the

oo foregomg cure penod shall not apply to the condrtmn precedent set for in Paragraph

"

@
(d  If Shipper (i) fails to perform, in whole or in part its material duties and _
- obligations hereunder or (i) interferes wrth or obstructs the recerpt by Ovmer of the
Governmental Author;za’uorxs contemplated by this Precedent Agreement as requested by Owner
“and Owner as a result of -such interference or obstruction. by Shipper, does not receive the !
Governmental Authorizations in form and substance as requested by..0wner or does not receive
such authorizations ar:d/or exemptions at all, then O\tvner may, in addition to any other remedies
' Owner may have at law or equity, thereafter tennirrete this Precedent Agreemen’t by g1vmg sixty
‘@O)days’ Prior written notiee of its intention to terminate to Shipper; provided, however, if the

Shlpper ctires its failure to perform under clause (i) above, within.such sixtf (60)-day rotice

a period, then termination will not be effective.
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v (e) Owner agrees that the term of the Service Agreement shall be for fifteen (15)

years (“Primary Term”).

7. Creditwerthiness.

(a)  Applicability. Shipper covenants that, beginning on the commencement of
semce pursuant to the Service Agreement and for so long as the Semce Agreement remains in
. eﬂ‘ect’ Shipper shall, comply with the cred1tworthmess reqmrements set forth in Owner s FERC

Gas Tanff, as amended by this Paragraph 8. The provisions of this Paragraph 8-sha11 survive the

. termination of this Precedent Ag'reément-.

L

| (b))  Alternative Forms of Security. The following previsions shall replace subsectiors

1

@), (ii) and (iii) of Section 2.4(c) .'of the General Terms and Conditions of Owner’s FERC Gas
Tariff: "

| .' @) | Shipper may post and maintain in effect a standby, irrevocable
Letter of Credit (a2) issued by a financial institution with combined capital -and
surplus of at least $500,000,000 that is rated 'et least.A .by Standard .& Poor’s
Corporation and A2 by Moody’s Inveetor Services, Inc., (bb) that provides for partial
drawdowns, and (cc) in form and substance 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 Maximum
Storage Quantity (as defined m the Service Agreement) for the lesser of (i) twenty-
four months or (ii) the remaining term of the Servme Agreement If Owner draws
required value spec1ﬁed herein no later than five (3) Busmess Days after such

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

GJY-3
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required shall be reduced accordingly until the amount is reduced to the value of three

tr

3) months Worth of applicable storage charges.

. (i) - Shipper may provide a guaranty of all of Slnpper s obligations
under the Service Agreement granted to Owner by the Shipper’s parent, affiliate or
third party with a rating of at least the Minimum Acceptable Credit Rating, which

.

guarantee shall be m form and substarice ‘acbepta'ble to Owner. A form of é‘uaranty is

available from Owner. ' ’ . .

(i) ~ Shipper may prepay for service via cleared check, or wire transfer.

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

transportations charges for Shipper’s Maximum . Storage Quantity (as defined in the -

!
Service Agreement) for the lesser of (i) twenty-four months or (ii) the tremajning term

of the Servlce Agreement Prepaynient amounts shall be depos1ted in an. interest-
beanng escrow account if such an account nas been estabhshed by Shipper and
Owner reasonably determines . that such account is satlsfactory The costs of
estabhshmg and maintaining the escrow account shall be borne by Shipper. The
eSCIOW bank must be acceptable to Owner. The escrow agreement shall provide for
prepayment amounts to be applied against Shipper’s obligation under its service
agreement(s) with Owner and shall grant Owner a security interest in such amounts as

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

- permitted investments of escrowed funds so as to protect principal, and shall include

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

their finds. If Owner is required to draw down the funds in escrow, Shipper shall

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

10
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- 8. Assienment

(@  Prior to the commencement of service pursuant to the Service Agreement, neither
e ' Shipper nor Owner may assign any of its rights or abligations under this Precedent Agreement -

without the pridr written consent of the other Party hereto, which consent may be withheld in the
other\ Party’s sole discretion; provided, however, that Shipper may assign its rights and

; -obl-‘fi"‘Eéttiqns under this Precedent Agreement if such assignment is mandated by a valid order of

. 1
the Florida Public Service Commission and provided further that no such assignment by Shipper

© . shall release Shipper from its obligations 'hereunder.

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

]

of Shipper, assign this Agr'eement. and the Service Agreement to a lender for collateral security

purposes in connection with any financing or the reﬁ'nancipg of the Facility. Shipper agrees to

l»l ! .

7,V coope
p].‘

the ownership and operation of the Facility (each a “Lender/Insurer”) to the extent reasonably

rate within reason with the financial institutions that provide financing and/or insurance for. -

reqqir,ed by any such Lgnder/lnsurer in order to underwrite, insure, or re-insure the Projgct, the
operations and the liabilities associated therewiitﬁ or to protect and give effect to the security
int;erests granted to or for the benefit of the lenders to secure the performance of the obligations
| of aner under the agreements and docume‘nts. executed and delivered in comacﬁon with any
sucit financing. Shipper agrees to execute reasonable and customary consenting documents. The
" provisions of'this Paragraph 9(b) shall survive the termination of this Precedent Agreement. '
(c)  From anci after the commencement of service under the Service Agreement, the
p;'ovisions of the Service Agreement and Owner’s FERC éés Tariff shall govern the assignment
of 'Shipper’s rights and ébligaﬁoné 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

11
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of an assignment of the Service Agreement by Shipper or a permanent release of all or any ,

vy

portion of Shipper’s capacity under the Servme Agreement, Shipper’s assignee or permanent
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 § of this Precedent Agreement

for the remaining termn of the Service Agreement.
9. ' Governing Law. This Precedent Agreéement shall be governed by, constfued, interpreted,

and performed in accordance with the laws of the State of New York, without recourse to any

laws governing the conflict of }aws.

10:  Notice. Except as herein otherwise provided, any‘ notice, request, demand, statement, or

till provided for in this Precedent Agreement, or any notice which any Party desires to gi"x_fe to -

the others, must be.in Wntmg and will be considered duly delivered when maﬂed by reg13tered or

certified mail to the other Party s Post Office address set forth below
. Owner: MoBay Gas.Storage Hub, Inc.
1776 Yorktown, Suite 500
Houston, Texas 77056 .
Attn: President
Fax: (713) 961-2676

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

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

including monthly statements, will be con‘si.dered duly delivered when mailed by either
-regiStered, certified, or ordinary mail.
| 11. Rep:resentations and Warranties. Shipper represents and warrants that (a) it is duly

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

. . ° ’ !
-3 obligation of Shipper, enforceable in accordance with the terms hereof; (c) there are no actions,

suits or proceédings pending or, to Shipper’s knowledge, threatened against or affecting Shipper

\ . :
' Shipper to meet and carry out its obligations heréunder; and (d) the execution -and delivery by
|

q.
5 befor\e any Court or administrative body.that might materially adversely affect the ability of
b .

7 : Shippér of this Precedent Agreement has been duly authorized by all requisite corporate action.
8 . 12..  Arsbitration. Notwithstanding any provisions to the contrary, the Parties hereto agree that

q @) that any dispute hereunder shall be settled pursuant tlo arbitration under the rules of the

.10 . . American Arbitration Assoqiation. and (ii) that the situs of the arbitration shall be New York,
i) New York. The ‘provisions of this Paragraph 12 shall survive the termination of this Precedent

R |

o ,|'Agreement. . '

13
14
15
1k
17

13
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14:  Insurance. Owner shall use commercially reasonable efforts to maintain insurance on

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

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

" caus¢ while under Owner’s control and possession unless Shipper elects to have- Owner reject

suc1|1 gnsurance as provided in this Paragraph 14. Specifically, Owner agrees to ‘use reasonable

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

- coverage in-the amount of the Replacement Cost of the stored gas prior to injection of Shipper’s

.
$h

gas into the MoBay Storage Project and on an annual basis thereafter, (if) require its insurance
carrier thirty (30) days’ prior notice to Shipper of any material change or cancellation of Owners’
insurance coverage, (iii) obtain the agreement of 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
_ applicable policies shall include waivers of subrogation in favor of Shipper. Replacement Cost

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

14
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costslrequn'ed to be paid by Owner pursuant to this Paragraph 14 Shipper may elect to reject the

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

time thereafter upon'wﬁtten notice to Owner as set out hereinafter. Any election by Shipper to
reject insurance on Shipper’s gas must be made within fifteen (15) days after Owner provides

Shipper with notice of the terms of the coverage, or any renewal thereof, and any such rejection

A . : .
shall'be irrevocable. Owner shall have no further dbligation to maintain such insurance. Shipper -

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

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

15. Publicity. All press releases or other public communications of any nature whatsoever

“relating to the transactions contenﬁplated‘ by this Precedent Agreement, and the -me’rhod- of the

release fchereof, shall be subject to the prior written consent of Owner and Shipper, ‘which consent

' _'shall ‘not be unreasonably withheld, conditioned or delayed by any o’cher Party; provided,

however, that nothing herein shall prevent a Party from pubhshmg such press releases or other

public commumcauons as such Party may consider necessary in order to satisfy such Party’s

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

with the other Parties as is reasonable under the circumstances.

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

agreement between the parties and there are no representations, understandings.or agreements,
oral or written, between the parties which are not irzcluded herein.
17.  Miscellaneous. |

"(a)  The Parties hereto expressly agréé that the ercecuﬁon of this Preeederit Agreement

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

15
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prejudice to any nghts or obhgatlons the Parties have to each other under separate and -distinct

'
agreements. - ¢

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

execute written agreements to that effect.

(c) .Exceptlas 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.

(@  The recitals and representations appearing first above are hereby incorporated in

and made a part of this Precedent Agreement.

. (¢)  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 agajns‘t either Party as
a result of the preparanon or drafting thereof. It is expressly agreed: that no cons1derat1on shall

be glven or presumptlon made on the ba31s of who drafted this Precedent Agreement or any

speclﬁc provision hereof.

) Unless the context of this Precedent Agreement reqmres otherwise, (i) the terms

“Paragraph” and subparagraph” refer to Paragraphs and subparagraphs of this Precedent

.Agreement, (ii) the terms “hereof,” “herein,” “hereby,” and derivative or similar words refer to
the entire agreement, including appendices, (iii) the terms “including” and “include” mean

“Including without limitation by reason of enumeration.”

' (g0  Owner agrees to provide Shipper on an annual basis audited ﬁnanc1als of Falcon
Gas Storage Company, Inc. (“Falcon”). Falcon’s fiscal year ends on March 31 and financials
should be avaﬂable each year approximately one hundred twenty ( 120) days thereafter.

16
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 IN WITNESS WHEREOF, the Parties hereto have.caused this Precedent Ag:reemen% to .

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

e ﬁrst above written.
J——
MOBAY STORAGE HUB, INC.

\

S LV ) - By: ‘
' ‘ Printed Name:
Title:

- . “SHIPPER”
' FLORIDA POWER & LIGHT COMPANY
 By:

o e ‘, - ' _ Printed Name: Terry L. Motrison
' ' . _ Title: Vice President

o
Exhibits
Exhibit A:  Executed Firm Gas Storage Service Agreemenf

17
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I a ‘l ’ Service Agreeni_ent No.
SERVICE AGREEMENT
(APPLICABLE TO FSS RATE SCHEDULE)
day of _,2006 by and between

. THIS AGREEMENT made and entered into this
MOBAY GAS STORAGE HUB, INC. (“MoBay”) and FLORIDA POWER & LIGHT COMPANY (“Shlpper”),

pursuant to the following recitals and representations.
) '\1 WITNESSETH: That in consideration of the mutugl covenants herein contained; the parties hereto agree as
 foltws: : : - '

Section 1. Service to be Rendered. MoBay shall perform and Shipper shall receive service in
accordance with the provisions of the effective FSS Rate Schedule and applicable General Terms anid Conditions of
MoBay s FERC Gas Tariff, Original Volume No. 1 (“Tariff”), on file with the Federal Energy Regulatory

' Comrmssmn (“Commission™), as the same may be amended or supetseded 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
Maximum Storage Quantity (“MSQ”) as speclﬁed in Exhibit A, as.the same may be amended from time to time by

agreement between Shipper and MoBay, or in accordance with the rulesand regulations of the Commission.
Service hereunder shall be provided subject to the prov1s1ons of Part 284 of the Commission’s Regulatlons ,

Section 2. Receipt and Delivery Points. The point(s) at which the gas is tendered by Shipper to
MoBay under this contract and the point(s) at which the gas is tendered by MoBay to Shipper under this contract
shall be at the pomt(s) located on MoBay’s system designdted on Exhibit B hereto

” Section 3. Rates. Shipper shall pay MoBay the charges as descn‘bed in the FSS Rate Schedule, and
spec1ﬁed in Exhibit A to this Service Agreement ‘ .

Section 4. Term. Service under this Agreement shall c.ommence as ‘of the in-service date of the
MoBay Storage Project and shall continue in full force and effect until the fifteenth anniversary of the in-service
date (“Term”). Pre-granted abandonment shall apply upon termination of this Agreement, subject to any right of

' first refusal Shipper may have under the Commission’s regulations and MoBay’s Tariff.

. 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 of Marketing, and notices to Shipper shall be
- addressed to it at 700 Universe Blvd., Juno Beach FL 33408 Attention: EMT - Gas Operations, until changed by

elther Party by written notice.

:: Section 6. Prior Agreements. Cancelled This Service Agreement supersedes and cancels, as of the
effective date hereof, the following Service Agreements: N/A

.Section 7. Law of Agreement, 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 DOCTRIN'ES GOVERNING CHOICE OF LAW

Sectxon 8. Warehbusemen s Lien.

oL@ SHIPPER HEREBY ACKNOWLEDGES THAT MOBAY SHALL BE ENTIILED TO, AND
M _._AY HEREBY CLAIMS, A LIEN ON ALL GAS RECEIVED BY MOBAY FROM SHIPPER, AND ALL
‘PROCEEDS THEREOF, UPON SUCH RECEIPT BY MOBAY, AS PROVIDED IN SECTION 7-209 OF THE
NEW YORK UNIFORM COMMERCIAL CODE WITH THE RIGHTS OF ENFORCEMENT AS PROVIDED
THEREIN AND HEREIN. IN NO WAY LIMITING THE FOREGOING, SH.[PPER 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 (INCLUDING DEMURRAGE AND

TERMINAL CHARGES), INSURANCE, LABOR, OR CHARGES PRESENT OR FUTURE IN RELATION TO
THE RECEIVED GAS, AND FOR EXPENSES NECESSARY FOR PRESERVATION OF THE RECEIVED GAS
OR REASONABLY INCURRED IN THE SALE THEREOF, PURSUANT TO LAW, AND THAT SUCH LIEN
SHALL EXTEND TO LIKE CHARGES AND EXPENSES IN RELATION TO ALL SUCH RECEIVED GAS.

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

NEW YORK UNIFORM COMMERCIAL CODE, SHIPPER HERERY AGREES THAT:

@ ‘THIS AGREEMENT, WITH ALL SCHEDULES AND EXHIBITS HERETO, AND
ALL OF THE MONTHLY STATEMENTS RENDERED BY MOBAY TO SHIPPER PURSUANT TO

THE GENERAL TERMS AND CONDITIONS CONTAINED IN SHIPPER’S TARIFF, 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

" PURSUANT TO THE CONTRACT IS RECEIVED,

1

i) THE LOCATION OF THE WAREHOUSE, TO WHOM THE GAS WILL BE
DELIVERED, RATE OF STORAGE AND HANDLING CHARGES AND DESGRIPTION OF THE
GOODS ARE AS SET FORTH, RESPECTIVELY, IN OF THE GENERAL TERMS AND
CONDITIONS, APPENDIXB OF THIS AGREEMENT, THE MONTHLY, STATEMENT (AS
DESCRIBED IN SECTION 8.1 OF THE GENERAL TERMS AND CONDITIONS) AND SECTION 1.7

OF THE GENERAL TERMS AND CONDITIONS,

(iid) THE ISSUE DATE OF THE WAREHOUSE RECEIPT WITH RESPECT TO EACH
RECEIPT OF GAS SHALL BE DEEMED TO BE THE DATE SUCH GAS WAS RECEIVED

Gv)  THE CONSECUTIVE NUMBER OF THE RECEIPT SHALL BE DEEMED BASED
ON THE DATES OF RECEIPT WHEN LISTED IN CHRONQL OGICAL ORDER, BEGINNING WITH
THE FIRST RECEIPT OF GAS UNDER THE TERMS OF THE CONTRACT, AND | '

47) THE SIGNATURE OF MOBAY ON THE CONTRACT SHALL BE DEEMED TO BE
THE SIGNATURE OF THE WAREHOUSEMAN. '

u
W

FLORIDA POWER & LIGHT COMPANY MOBAY GAS STORAGE HUB, INC.
By, . By
Title Title

20
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' Revision No.
Control No.

!

Exhibit A to Service Agreemeﬁt No.
Under Rate Schedule FSS

Between

MoBay Gas Storage Hub, Inc. ('MoBay)

\
) mn "}
Mammum Storage Quantity (MSQ)

Bdse Gas Requirement Ratio
. Base Gas Supplied by Shipper
Base Gas Supplied by MoBay
Maximum Daily Withdrawal Quantity (MDWQ)
Working Gas Inventory: - '
0t 1,750,000 Det:
1,750,000 to 2,500,000 Dth:
2,500,000 to 6,000,000 Dh:
‘Mt Daily Injection Quantity (MIDIQ)
Maximum Hourly Withdrawal Quantity (MHWQ)
Maximum Hourly InJ ection Quantlty MHIQ)

And

y Florida Power & Light Company (Shipper)

6,000,000 Dth R
Fifty i’ercent
3,000,000 Dth
N/A Dth
. 50,000 Dth per Day
150,000 Dth per Day
. ' 350,000 Dth per Day
150,000 Dth per Day
Dth per Hour*
Dth per Hour*

Monthly Storage Reservation Charge (exclusive of Base Gas —pe; Dth of MSQ

Charge and Inventory Insurance Charge)
Monthly Base Gas Charge

Monthly Inventory Insurance Charge

Inve'rlxtory Replacement Value Cap .
Injection Charge -

Withdrawal Charge

Excess Injection Charge |

Excess W1thcirax;1al Charge "
Fuel Rctent;on (mjected_ and withdrawn volumes)

Autharized Overrun Service Charge

' $N/A per Dth of Base Gas Supplied by
MoBay

$0.0125 per Dth of Shipper' Gas (MSQ -+ Base
Gas Supplied by Shipper)

$15.00 per Dth

-0
-per Dth

Negot:able
Negotxable
One Percent

Negotiable

21

GJY-3
Page 52 of 57

Florida Power and Light Company- -



~ CONFIDENTIAL

_ Florida Power and Light Company
‘ , Attachment 2
Page 22 of 23

Shipperwill X | /will not ______provide the Base Gas required pursuant to the Base Gag Requirement Ratio.
If Shipper does not elect to prowde the Base Gas within 30 days after the start of construction, then MoBay will
provide the Base Gas at Shipper’s expense for a Monthly Base Gas Charge. The Monthly Base Gas Charge shall be
calculated as the product of the Base Gas cost, multiplied by the Monthly Base Gas Interest Rate. The Monthly =
Base Gas Interest Rate shall be the Prime Rate of Interest (as published in the Wall Street Journal), plus 2%, divided
by 12 ((ane Rate +2%)/12).. For example, if the 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 of Base Gas (($7.00 x (5% + 2%))/12).

I
MoBay will _ X__ /will not 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 Insurance Charge,
multiplied by the sum of Shipper’s MSQ, plus the Base Gas Supphed 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 prov:ded by MoBay at any time upon
written:notice to MoBay as set out hereinafter. Any election by Shipper to reject insurance on Shipper’s gas must be
made within fifteen (15) 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 insutance on Shipper’s

gas.
* NQTE 1: The MI-HQ shall equal 1/24% of the MDIQ and the MHWQ shall equa] 1/24% of the MDWQ unless the
Parties specifically designate otherwise on this schedule. .

 FLORIDA POWER & LIGHT COMPANY MOBAY GAS STORAGE HUB, INC.
. |

- Its

By By
Its
Date ' Date = - '
[
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( ' ' Revision No.
) Control No.

S . ' - Exhibit B to Service Agreemen"c No.

' Under Rate Schedule FSS
Between

MoBay Gas Storage Hub, Inc. (MoBay)

' . And

' Florida Power & Light Company (Shipper)

A LY !

PO]NTS OF RECEIPT
1. Gulfstream Pipeline
' 2. Transco Pipeline; Mobile Bay Lateral
3. Florida Gas Transmission (via Transco Mobﬂe Bay Lateral)

4. GuifSouth Pipeline ) . |

i
For each designated point of receipt, Shipper’s Maximum Daily Receipt Quantity (MDRQ) shall be the Shipper’s
MDIQ. Shipper’s aggregate daily nominated receipt quantity shall not exceed Shipper’s MDIQ. ,

POINTS OF DELIVERY
. l. Guifstream Pipeline
" "' 2. Transco Pipeline, Mobile Bay Lateral

S 3. Florida Gas Transmission (via Transco Mobile Bay Lateral)
4, GulfSouth Pipeline

For each designated point of delivery, Shipper’s Maximum Daily Delivery Quantity (MDDQ) shall be the Shlpper ]
MDWQ Shippér’s aggregate daily nominated delivery quantity shall not exceed Shipper’s MDWQ.

Recelpt and Delivery quant1t1es shall be subject to applicable General Tenns and Conditions of MoBay’s FERC Gas
Tariff, Original Volume No. 1 (*Tariff”), on file with the Federal Energy Regulatory Commission (“Commission”),
as the same may be amended or superseded in accordance with the rules and regulations of the Commission.

23

GJY-3
Page 54 of 57




/G 10 g ebed

€-AMO

325,000

350,000

75,000

150,000

CONFIDENTIAL

Florida Power and Light Co
Attachment 3 -
Page 1 of 1

mpany




.G o 9G sbed

E-AlO

f S ™
. o~
. N
SCHEDULE B-1g
FUEL INVENTORY BY PLANT ° Altaohimenl 4
FLOTIDA PUBLIC SERVICE COMMISBION - p— . Page iof3
T of Data Shownt
COMPANY! FLORIOA POWER & LIGHT COMPANY AND SUBSIDIARIES dollare and quantitas for each fuel ype ?lp-""“l'ﬂm Tast Yaar Ended 1213172008
DOOKET No. e yanr, 0 fin o povc oayeure Prlor Yasr Ended__/__J.
. 0B0DAS-E1 L - '% svan thaugh na Inventory Histo 8l Yt d_J_J.
—— - g Ta carsied. (Glve Lintta ks Basrals, Tons, or MCF} e m:,:'h y::::" dd —
) CG] ® 0] o} = - [
NAME OF PLANT 5] Q] {i1) [iE) (t3) (i) 118) 6] i
BALAN = 3] =
une w:: © wowm -%wﬁ. — !(imﬂs S —m",%muﬂ"m——-——“yﬂm—%%? S F‘-‘E'-__lmT_Eﬂmﬁﬂl Nvmfom(m%mgr_hm(ns) o Epina BALANGE a 1 <o vemade
Y N {$000] TS/ [$aoa) SUNIT UNITS/ {3000y SAINIT UNIaS ($0coy SAUNIT UNITS {3009) INIT
" .
2 RIVIERA(PAY) O an08 20008 Teen S
" " peboo ~o000a izt :;: ::::;: :;:: :;.l: 159,043 49186 083 300,000 2273 2001 263,040 9107 91,84
4 ' 3 171450 5, ¥ ’ h J &
: Z‘,m XN S8 W7 mest  senm 2999 200081 oont s oo wew 27082 6O OLTA
{0408 sast 62450 . 001 - 9108 90.95 261,638 8217 3168
: tey-os om0 w0 3018 m:n :ﬁ gﬁ gﬁ: ::‘7: :-;f 300,000 Dois 306 265,005 ozt 91.35.
! Jun0g S0z Sg72 %024 w92 10401 oy Soouzz o081 oy 300,002 8072 3024 269,231 0409 8121
. ul-08 300,003 o448 3048 2z f1223 2085 See2tz Wass  _ aosr 300,003 9,143 8048 273077 8401 8tdo
0 Mugos 300003 8471 06T MSTI3  tos6a 3056 5773 10569 3057 : o oant Pl 278,024 doed
" Gopr0o 00,003 9,170 067 336,153 10,143 8049 836,153 10,202 0y 00009 bt w87, 200,179 sgar - s0s7
“ s :ggﬁ: ::;:; :;; oS 2am 2047 279545 358 2999 gg: ::;‘M‘I - ;gi: “jaiss  aem ﬂg
5 4165 | 2916 . y
1 Dea08 s00pm oS 2972 toogss  ssm s oeme 117406 Sden 2972 . 00,000 0516 z072 262,309 sz %045
:: S 160,699 470 29.32 300,000 8787 2032 296,156 8977 3031
. dan-08 80,000 2455 %69 W6 2,66 33560 636 20 3199 - ' ‘
" Feb05 150,000 4,600 200 24 4 4167 2t 1 s 160,000 4,000 32.00 112,068 3,276 29.22
" fom Mm@ mm o ooum om o= em . om ozn o Gmme Gm amw  nGn a6 nw
May-08 160000 4mat 3201 7288 s 273 160,000 45801 s2.01- 111,539 897  s0.a7
:1: 08 160,008 a7 sz0s s pred poy z-';;: :—;‘; ;-s: 160,000 4,807 az.04 112,268 3460 3074
2 Julos 160000 4p12 3208 10812 asa 3 10812 s a2.15 - 160,000 4212 a208 114,732 3564 91.08
n Aug08 160000 4Bz 5248 12296 ot oy bt i s 150,000 4822 82.15 116,228 2707 8136
i se mm 4= oI owm 3 o W= B o ' mm e ma men s e
by 2503 ) 22 Y ¥
Now0s 150000 ABSS 224 269 2 i 5 160,000 4,835 f2.24 133,848 4,269 at.90
e x 289 8 223
Dec08 150,000 4535 o ° 000 160,000 4,836 8223 139,231 4463 ailea
] 2 a o 0.00
223 160,000 4835 s2.2a 144,616 4638 82.06.
2 Pon GLADES(PS fan08 N .
bt T EVER PE} 352401 11,060 3tza 73 8597 S0z 129575 T apae "z .
pid Fab08 500,000 16511 S22 201818 6435 3033 211,618 6.560 087 500,000 186,611 a2 411,728 18,163 o7
p Moo dmam s om s ges s Wome'  Tmm s lnaw i  bose  codgr  aem Shed
ot Ape0g 988 15280 2058 290235 0,640 2877 200235 8735 s027 : Y ; .
say-08 499599 16335 027 12052 21,567 %029 " 2952 21,562 s028 - e b P prasgas o e
n dar08 600002 15441 5028 712478 21845 066 712479 21734 20.50 500,002 16,141 30.28 457,877 14,953 3136
3 ‘Whag b A o =yl oo g T fhed : §00003 16262 5050 481,723 14421 8123
b ugos 600010 16288  90.67 76,408 23707 sasa 716406 23718 s0ss gy e Py it N e
38 P oms. b v g . 500,008 15214 06 48BALY UEEL, 9100
”» Oat-06 500004 16368 3032 ssuf-g ﬁﬂ :}: '5151.5:: ol oat o e e e takon s
3 Nov-06 600003 14518 2084 139318 4059 2918 12211 14711:: AﬁésMsa i bpiaind oo A (o g
n Deo08 00, i ¥ - 5 . 600,000 4z 20.08 ABDS66 14592 S0.£6
u» 000 142 2958 63701 4675 2856 183,708 4814 2941 . 500,000 14703 29.41 488,648 14,867 3048
41 CAPE QANAVERAL(PCC) Jangg 205, ., . :
a Fab0s mﬁg: uﬁ ﬂ T ;i: :‘;; 1o " daon 2088 450,000 13,096 0.8 33p.281 1ng7e 8501
- Habed prsprediibr ol ooyl 22277 7127 2068 - 450,000 19808 . 8068 aED386 11,101 9188
“ 839 20.68 267475 8,107 sast : 450,000 13,639 30,91 301,658 11,360  atds
Apry 460,000 13699 0.1 278,454 8,269 2370 278,454 8374 s0.07 Y Y 1 ¥
o ) . 460000 19,694 %0.07 senu48 1,630 9128
May-08 450000 13534 3007 169653  4p24 022 169,653 407 8011
a 08 4 . . 450000 13,660 30.11 976,166 1705 SiIzZ
“ 46006 13556 041 194467 5948 s0£8 194,467 (X 3025 450000 13,814 3026 383d62 11,882 3069
a wioa 450000 19614 026 244410 7484 [0.54 244410 7418 3035 450,000 18,669 sas6 0763 12059 3006
ot Aug-08 460,000 13859 2635 201481 5,137 2046 201488 8122 2088 450‘000 13,674 S0.89 HBIIIII" 12,235 30‘74
- Bepos 450000 13674 3039 - 180018 ° 6AIS 009 1e0,018 BASE_ s0.50 - 150,000 13,695 s0.50 105886 12407 %080
s Oot-06 460000 13835 %030 196663 744 2938 196,665 B87S 30.01 : . 450,000 13,507 s0.01 aesa 286, s04s
o Hov-08 460000 13507  s0.01 214438 6231 29.08 215438 8270 21 - 4B0000 13,300 2871 427692 12306 ° 9038
o Oeo8 450000 13368 2971 105578 3121 2842 109,578 220 2947 450000 13260 2047 " asesds 19273, B0zd
B MANATEE(PM Janos 7 ’ ' - .
o E(PMT) rid x.om :.m 122 B8076 1734 20952 -66.078 1750 a2t . B00,000 28,005 stat 823,077 29482 9164
o Foo ,000 085 8121 16469 498 s026 16459 - B13 a1 800000 28070 atie 830,769 20807 9181
o 900000 28070 3119 285885  BA7B 2956 285806 BA11 3082 800000 27,757 %0.82 938,461 2719 .67
u Apro8 500000  ZZFer 062 29787 Tam 2067 239,787 7832 s0.58 . 800000 27,619 20,50 946,164 29,50 - 31,66
o May08 900000 27518 SOS8 709,191 23408 048 o894 21,569 3043 800000 27,966 30.41 863,848 29,896 - 5145
o X0 900000 27365 3041 AIZID 15,135 3056 455270 15,088 3046 900000 27414 5048 s538da 20908 9135
- K08 200000 A4 46 995054 27616 0.6 905,054 2,691 3049 890,898. 27487 8049+ DABJS4 20568 9124,
" Aug08 899958 274 048 921295 28218 43 927296 20,244 20,46, 232996 27413 048 890,768 20966 3111
oy Bep 08 899996 241D 3048 852020 20518 90.05 252,029 28,802 5025 09,957 27228 8026 916,384 20336 9096
o m ::ﬂz :ﬁ‘ 2026 AUE4 18820 2933 AUSU | 1420t - 2884 900000 28042 20.94 07,592 27961 8079 _
k 2 2994 201529 5851 29.03 201,529 8,000 2377 P0O,000 28,783 2077 899,899 27,678 30.64
- _ 3 X X 9 !
ot Daa08 200000 26758 2997 177897 6065 2846 117897 5260 2956 B00.000 26,508 20.65 898,80 27439 - 30.40
:: MARTRHPMR) Jn0s  C BlOo00 16637 som 605472 16674° S0t 146472 4498 a091 . ’ - - A - 0000 27,016 s0.81 Go7693 18008 3188
“ Fotro8 ;:m z;’.us 2091 048 9426 0.7 S004i8 9246 3077 900000 27686 sor7 GAGIBE 18842 9166
Maro8 ,000 896 0717 208,781 &210 2974 208,781 63984 - 2053 M $00,000 27,621 30.68 223,077 18,682 .44
;‘: Apr08 900000, 27521 068 255854 7,608 2876 265,654 7 3040 - _ . 900,000 27,858 2040 . 660,770 20:345 8128
n Mey-08 200,000 271358 20.40 e ma 21,702 saza 719373 21829 0.4 409,998 27310 2034 678,462 21,121 ans
Jur-08 289998 27310 3034 TI6A 21929 S0.68 716439 21,807 S048 - 293,998 27492 30.48 706,164 21,907 ~ 8102
" &dos 299,998 27432 048 1018 24211 s0.60 ans 24068 2064 - - 899,997 21'.«5 30,54 m:ua zz:s'm 30,82
1: Augos 299,997 27485 - 3054 768832 23,407 3062 766,832 23413 053 $80,906° 27,478 3053 761,638 23,469 80,82
Ll Sep-08 899,996 21478 20563 48912 22611 30.15 749812 22767 8038 99,988 27323 S50.38 789,230 . 24233 071
7. OutDg 892,890 7323 2036 661274 15458 2943 661,274 1904 -2886 889,998 26,967 29.96 - 816,922 Z408) 3068
” Nov-00 tongan 26967 2996 963471 10,760 29.12 369471 10,960 2972 ’ 800,000 26747 © 2072 844,614 26734 3047
;" [ P0P00 26747 2972 385542 11,006 2855 385512 1,822 29.97 800,000 26,492 28.97 872,307 26477 S0.38
» . . 8
o -
]
“
o
o
o Hole <A s

fl
1
'
1



/G Jo /6 ebed

€-Al'O

. l N ) w -
o ) . - N -4' - PR
BOHEDULE B-18 FUELINVENTORY BY PLANT Allachmant 4
. e - - . Pagedof3
- 0
FLORIOA PUBLIO BERVICE GOMMISSION EXPL fuel In ) Type of Data Shawm:
. * 3 doltars snd quantities for sach fuel typa X_Projeciad Test Yoar Ended m:mm
COMPANY: FLORIOA POWER & LIGHT COMPANY AND BUBSINARIER for the test yaar, and the two praceding years - - o PrlorYearEnded _J__J__
- : E Inciuds Natural Gas sven though na laventory >~ — Hislorical Teat Yasr Endsd ._J_I__
DOOKET KO, osooss-£t 1a carried. (Glve Linita In Bareals, Torw, or MCF} = Witness: Wiiam L. Yaager
) @) o). 4} 5] {8) [ @) 8} ({10} i) 12) 13) 14) 15) 16] A1 18 {20} @il 22) (23)
NAME OF PLANT BEQINNING BALANCE RECEIPTR FUEL ISSUED TO OENERATION ‘ FUEL lssllEg(o'ms (! i monv(m).msmexml i ENDINQ(BA)LANCE ) 12 Mon AVERAQE,
:-"gl 1':1‘:: MONTH URGTE? SAINTT UNITsl  (sopop SAINIT UNITSr [0y SANIT UNI (3000~ sUNIT uurrs/ 000 - SAINIT _NT‘——y—‘——‘yumr TTUNITS - (3000§  SAUNIT
LU TR £ L. S (Ses Nals 1)
1 LAUDERDALE(FLO) Jan06 28334 8726 S5S 0 ° 400 3 0 3980 218,820 8,726 39.66 220,99 8,737  Q9.96
L] Fabog 28920 8,726 2085 [ ° 000 o e .00 210,920 8,726 29,86 zzn.rln' 8,786  Spas
1 Mar-0a 218,520 8725 3985 [ [ 0.00 o o 0.00 210,929 8,726 89.88 220,202, 8,776 89.86
: Aprod 218520 876 325 ° 4 000 8 o 0.00 218928 8726 3986 219968 8766 0305
' May-08 218928 8726 3985 o ° 000 2267 s0 39.86 218564 8,634 3985 21851 8748 5885
M Jun-08 216 861 88U saas [ o .00 354 i“é . 3985 213117 - 8403, 80,85 218,868 0728  saps
Ju-08 23,117 8498 5935 [ a o0 2698 386 3985 203,419 ajo7 29.86 217,618 8,500 32,66
s Augos 203419 8107 9.5 10283 a9t azse 1Nz 545 3976 200,000 7,852 2876 . 216,498 8803 3085
. Sep03 200000 85z 3975 08245 239 ss27 6245 248 972 200,000 7,043 an72 214,914 8637 3984
10 Qo0 200000 7843 3372 33538 129% 3866 33636 1327 3966 200,000 1913 3958 212768 s471 308t
" Nov-08 200000 7813 3966 ° a aa s [ 0.0 200,000 7813 3966 211,2m BADA 8979
": Deo08 200,000 7913 39.58 [} o 0.00 [ o 0.00 200,000 7913 | 35.56 200,894 LEIT] 89.77:
" COAL .
" . .
1. snkp (TON®} Jut06 45218 1.mn 83.18 67221 2,669 89.70 62,221 2846 3985 48218 17848 99.67 46,809 1,623 as.10
17 {0OAL & PEY GOKE) Feb-08 Frry 1784 967 7320 2276 2971 57,320 2267 3955 5217 1,802 39.86 48,600 1024 3942
" Mar08 5217 1502  sess 5T 181 2970 537 1368 29.62 8217 1,806 39.93 40,608 1026 3948
19 Ape06 45247 1805  s9ss s9498 1538 3982 A 498 1529 2971 46217 1,810 4009 46,609 1,040 . 2926
20 Muy-08 45217 1810 4008 66853 2662- ass2 6,853 2,659 97 45218 1818 - 4008 48,608 1894  39.85
u a0 45213 1818 doos 89230 2757 ss.02 54,208 2516 3380 49,740 1884 4008 - 48967 1862 8544
n &8 49,740 1994 4009 68462 2586 2935 86,482 2,65t 83.88 49,740 1,998 4018 48,067 1,867 99,65
u - Aug06 49,740 1398 - 4ot 66882 2872 3985 65,882 2670 29.92. 48,740 2,000 4023 " 46,857 1862 8966
a : S0 49740 2000 4028 B4778 2587 39.94 64778 2,687 59938 - 49,740 2,001 4023 48,057 1867 8275
b - Oot08 45740 2001 4023 51947 2482 007 66,469 2,658 400t 45218 1,824 4033 48,608 . 1,868 39.86
bt Nov-08 46218 1824 4a.3s 85,626 2,629 40.06 65,625 2828 4004 46,218 1,826 4037 46,803 1,862 39.85
:: Dec-08 45218 1826 4037 57,808 217 40097 67,808 2718 A0oe 46,210 1,828 40,58 46,609 1,866 40.04
SoHERER (METL, nee dan-08 2906548 4629 1469 3916028 6538 167 16,028 6410 154 3 4766 154 * 2,994,841 4776 - 169
Nota 2} $ . 3,916,02 6 2.906,54; ; 094 k 4
b : Febos 2805543 4,766 164 3547635 6323 167 3547835 5871 165 2905543 4,800 165 . 2894839 4783 160
b Mar0s 2906645 4808 - 165 3971276 6% 167 3971275 6,508 166 20806643 4883 156 2994958 4908 161
s Apros 290553 483 166 smere  sae2 167 3a28758 #382 167 2505550 4,843 167 2984930 4226, 161
» May08 2906560 483 167 2918985 6543 167 3918905 osm - 1s7 2005560 4,047 187 2,894,841 4843 162
n Jun-08 2,506, 4By 187 4097590 6841 167 3807038 6354 167 - 3,196,113 5.9 167 3017293  AmsB 162
1 Sul08 196,118 5334 167 3903393 6517 .62 3,903,393 a518 157 - 3196113 6335 1.67 8017208 4017 163
" Augos 3,196,113 5336 167 3918880 €642 167 astsp80 6542 162 . 3,188,118 5,336 1.87 3,017,208 4,035 1.64
a Gop08 396118 63 167 mtass  es 167 37313858 sz 187 8,196,113 63% 167 3017302 4864 164
an Qo086 96113 6336 167 695673 6003 167 9,886.225 8488 167 - 2,506,860 4,061 167 2,084,964 483 166
"» Nov-08 2906560 4251 167 3806588 6,355 67 5,806,688 8356 167 2,306,543 4,859 1.67 2,994,866 4,853 1.66
“: [ 2905548 4851 167 99315 6568 167 asums 6568 167 2906543 4851 167 2,904,95¢ 4970 166
4 .
42 NATURAL GAR "‘“::Lu;"“ Jurgs 21200497 204,960 (=4 31200457 2084960 657
“ - Fabr00 21886640 180,629 852 27586540 180,829 652
“ MUarnps 2782501 207221 682 RVIe2E01- 207221 532 -
4 Apeos 322,106707 183608 E72 S2,I06787 183,506 &£72 _ . -~ _ -
a8 May-00 6054468 201341 658 39,054468 201,341 5E8 -
hid Jun-08 aTASI212 207208 &9 2051212 207208 559
« S8 40526359 227563 661 40528359 227363 551 : . s
" - Aug08 40487914 227938 &£53 40487914 227598 563
sa | Bep0o 6179292 202634 560 6179292 202834 650
a4 " Ook08 S0.593,107 217450 559 38,893,167 217450 659
a2 Novos 20p66657 177416 575 20866857 177416 578
:: Dea08 2804498 194200 592 32804499 194200 592
8
L1}
[
"
»
L]
a1 Nolat.A f oy
1 Holef FPL !
[
Bipporeng Bowddee.

Fiocop Schoduiaa:



CONFIDENTIAL
A B c D E F G

O o~NOOL N

10
11
12
13
14

15
16

Docket No. 060001-El

Gerard J. Yupp

Exhibit GJY- 4

Total Annual Costs - SESH Pipeline Project
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Variable Cost Based on Calendar 2008

NYMEX Price on August 25, 2006: $9.18
A B Cc D E
Monthly
Quantity Fixed Cost Variable Cost | Total Cost
(MMBtu/Month) ($MM) ($MM) ($MM)

January 15,500,000

February 14,000,000

March 15,500,000

April 15,000,000

May 15,500,000

June 15,000,000

July 15,500,000

August 15,500,000

September 15,000,000

Qctober 15,500,000

November 15,000,000

December 15,500,000

TOTAL ANNUAL

Docket No. 060001-El

Gerard J. Yupp

Exhibit GJY-5

Total Annual Costs - SESH Pipeline Project
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PRECEDENT AGREEMENT

This PRECEDENT AGREEMENT ("Precedent Agreement") is made and entered
into this 2" 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").

WITNESSETH:

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 (“Guif 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 (“FGT");

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 Shipper desires;

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 and/or 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
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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 |G

w |
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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 | NG hich:
(i) specifies a Maximum Daily Quantity ("MDQ") of 400,000 dekatherms per day
("Dth/d"), exclusive of fuel requirements; (i) 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 | EGTNzNGgGEREE
|
I V)
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

Taritf. |
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 | I hich: (i) specifies a
MDQ of 100,000 dekatherms per day ("Dth/d"), exclusive of fuel requirements; (ii)
specifies a primary term |
|
I i) 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 I
.
|
I () soccifies 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 Tarif. || GcNINININININGEGEEEE
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(D) Pipeline agrees to include in its Tariff a provision which will permit
Pipeline’s shippers which execute firm {ransportation 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; (i) Gulf South’s (East Texas Expansion) pipeline; (iii) Columbia Gulf's 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

(i) 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
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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 1, 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.
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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

earliest practicable date thereafter. [ N
I Fipcline 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)):



()

(iif)

(iv)
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Pipeline’s receipt and acceptance by [N of 2!

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 [ NG 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

herein;

Pipeline’s receipt of all necessary governmental 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;




(v)

(vi)
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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;

fpme
=

ii)

~~
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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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(o))

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

subject to rehearing or appeal.

—
\l
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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 | N | NN, =rd 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 I

N
o0
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(B) 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 || N
I 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
by the Project are terminated, other than by reason of commencement of service. In the

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

10.  Shipper commits that it can and will satisfy one of the following
creditworthiness requirements set forth in Paragraph 10(A) and that, upon request by

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

20
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C

(C) This Paragraph 10 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 10, 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.

12.  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.

23
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17.  This Precedent Agreement shall be governed by, construed, interpreted,

and performed 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: (713) 627-5658
Telephone: (713) 627-4419
Attention: Vice President, Marketing

Shipper: Florida Power & Light Company
700 Universe Bivd.
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.

24
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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
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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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August 2, 2006

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.

Sincerely,

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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August 2, 2006

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.

Sincerely,

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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Date: (1) August 2, 2006 Contract No. (1A)840002

SERVICE AGREEMENT

This AGREEMENT is entered into by and between Southeast Supply Header, LLC("Transporter"”)
and (2)Florida Power & Light Company ("Shipper"). ‘

WHEREAS, in connection with the firm transportation service contemplated herein, Shipper
and Transporter are contemporaneously herewith executing a precedent agreement dated
August 2, 2006, which sets forth certain conditions precedent to Shipper’s and.
Transportexr’s rights and obligations under this Agreement and which is referred to herein
as the (“Precedent Agreement”) (capitalized terms used herein that are not defined herein
or in Transporter’s Tariff shall have the meaning set forth in the Precedent Agreement);

In consideration of the premises and of the mutuwal covenants herein contained, the

parties do agree as follows:

1. Transporter agrees to provide and Shipper agrees to take and pay for service under
this Agreement pursuant to Transporter's Rate Schedule FTS and the Géneral Terms and
Conditions .of Tramsporter's  Tariff, whigh are;incorpepatedjheféin by . reference and

made a part hereof.

2. The Maximum Daily Quantity (MDQ) for service under this Agreement and any right to
increase or decrease the MDQ during the term of this Agreement are listed on. .Exhibit C°
The Points of Receipt are listed on Exhibit A attached hereto and

attached hereto.
Exhibit(s) A, B and

the Polnt(s) of Delivery are listed on Exhibit B attached hersto.
C are incorporated herein by reference and made a part hereof.

This  Agreement .shall. be. effective. on . .(53). August "2, . 2006, .
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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
Provisions governing such discounted rate shall

Shipper and Transporter have agreed.
Provisions

be as specified in the Discount Confirmation to this Service Agreement.
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 incteased rates in whole or in part.

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 nécessity of amending this Agreement:

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,

This Agreement supersedes and cancels, as of the effective date of this Agreement, the

contract (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: By:

Title:

Title:




GJY-6
Page 52 of 60

EXHIBIT A

Point(s) of Receipt

Dated: (8) August 2, 2006

To the sService 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 MDQ

Receipt
Point co. . = . :

Signed for Identification

Transporter:

Shipper:

‘Supercedes Exhibit A Dated (9) N/A
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BExhibit B
Point (s) of Delivery
Dated: (11) August 2, 2006

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

Delivery.
Primary
Point of Delivery Point Minimum
Delivery MDQ 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 FIS between Southeast Supply Header, LLC

(Transporter) and (2)Florida Power & Light Company (Shipper) concerning transportation

quantities.

waxtvon parsy quantrry aog): NN

Signed for Identification

Transporter:

Shipper:

N/A

Supersedes Exhibit € Dated (15)
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Date: (1)August 2, 2006, Contract No.{(1A)840001

SERVICE AGREEMENT

This AGREEMENT is entered into by and between Southeast Supply Header, LLC("Transporter™)
and (2)Florida Power & Light Company ("Shipper").

WHEREAS, in connection with the firm transportation service contemplated herein, Shipper
and Transporter aré contemporaneously herewith executing a precedent agreement dated
August 2, 2006; which sets forth certain conditions precedent <to Shipper’'s and
Transporter’s rights and obligations under this Agreement and which is referred to herein
as the (“Precedent Agreement”) (capitalized terms used herein that are not defined herein
or in Transporter’s Tariff shall have the meaning set forth in the Precedent Agreement);

and of the mutual covenants herein contained, the

In consideration of the premises
parties do agree as follows:

1. Transporter agrees to provide and Shipper agrees to take and pay for service under
this Agreement pursuant to Transporter's Rate Schedule FTS and the General Terms and
Conditions of Transporter's Tariff, which are incorporated herein by reference and

. made a paxt hereof.

2. The Maximum Daily Quantity (MDQ) for service under this Agreement and any right to
increase or decrease the MDQ during the term of this Agreement are listed on Exhibit C

The Points of Receipt are listed on Exhibit A attached hereto and
Exhibit(s) A, B and

attached hereto.
the Point(s) of Delivery are listed on Exhibit B attached hereto.

C are incorporated herein by reference and made a part hereof.

3. This Agreement shall be effective .on (53) August k2, . 2006.
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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
provisions governing such discounted rate shall

Shipper and Transporter have agreed.
Provisions

be as specified in the Discount Confirmation to this Service Agreement.
governing such negotiated rate and term shall be as specified on an appropriate rate
sheet filed, with the comsent 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, incloding
the right to participate fully in rate or other proceedings by intervention or
otherwise to contest increased rates in whole or in part. :

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: (713) 627-5658
Telephone: (713) 627-4419
Attention:

Shipper: (6) Florida Power & ILight 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.

This Agreement supersedes and cancels, as of the effective date of this Agreement, the
contract (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:

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 Headexr, LILC

(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 Receipt Point MDQ

Point

SiQned 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 Power & Light Company (Shipper) concerning Point (s} of

Delivery.
Primary o
Point of : Delivery Point Minimum
Delivery MDQ 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, LIC

(Transporter) and (2)Florida Power & Light Company (Shipper) concerning transportation

quantities.

MAXIMUM DATLY QUANTITY (MDQ): [ ]

Signed for Identification

Transporter:

Shipper:

Supersedes Exhibit C Dated (15) N/A



