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ISILIO ARRIAGA
MATTHEW M. CARTER 11
KATRINA J. TEW

NOTICE OF PROPOSED AGENCY ACTION

ORDER APPROVING AMENDMENT NO. 2 TO GAS TRANSPORTATION AGREEMENT

(SPECIAL CONTRACT), MASTER GAS TRANSPORTATION SERVICE TERMINATION

AGREEMENT, DELIVERY POINT LEASE AGREEMENT, AND LETTER AGREEMENT:
CFG TRANSPORTATION AGGREGATION SERVICE

BY THE COMMISSION:

NOTICE 1is hereby given by the Florida Public Service Commission that the action
discussed herein is preliminary in nature and will become final unless a person whose interests
are substantially affected files a petition for a formal proceeding, pursuant to Rule 25-22.029,
Florida Administrative Code.

BACKGROUND

In 1992, the Florida Division of Chesapeake Utilities Corporation (Chesapeake) and Polk
Power Partners, L.P., (Polk Power) formerly Mulberry Energy Company, Inc., petitioned this
Commission for approval of a Large Volume Transportation Service Rate Schedule and Gas
Transportation Agreement. That Agreement was approved by Order No. PSC-92-0201-FOF-
GU, issued April 14, 1992, in Docket No. 920156-GU, In re: Petition for Approval of Large
Volume Contract Transportation Service Rate Schedule and Gas Transportation Agreement with
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Mulberry Energy Company, Inc. by Florida Division of Chesapeake Utilities Corporation, and
established the Large Volume Transportation Service Rate Schedule within Chesapeake’s tariff.

In 1993, Chesapeake and Polk Power petitioned this Commission to approve a second gas
transportation agreement allowing Chesapeake to provide Polk Power with an increased volume
of transportation service. The agreement was approved by Order No. PSC-93-1178-FOF-GU,
issued August 11, 1993, in Docket No. 930453-GU, In re: Emergency Petition for approval of
interconnection_agreement with Polk Power Partners, L.P., by Florida Division of Chesapeake
Utilities Corporation.

In 1994, this Commission approved a transportation agreement between Chesapeake and
Polk Power that terminated, superseded, and consolidated the terms and conditions of the 1992
and 1993 agreements. Amendment No. 1 was added to the Transportation Agreement filed in
1992, and was approved by Order No. PSC-94-0541-FOF-GU, issued May 10, 1994, in Docket
No. 940320-GU, In re: Petition for approval of a gas transportation agreement with Polk Power
Partners, L.P. by Florida Division of Chesapeake Utilities Corporation.

Prior to 1993, Chesapeake was the only source of transportation service from Florida Gas
Transmission (FGT) to Polk Power’s generation facilities. In 1993, Polk Power obtained a direct
connection to FGT. This connection allowed Polk Power to receive gas transported from FGT
directly into Polk Power’s gas lines connected to the plant. As a result, the amount of
transportation service required to be provided by Chesapeake was greatly reduced in the 1994
Agreement. While in 1992 and 1993 Chesapeake was providing 100 percent of Polk Power’s
transportation service, in 1994 Chesapeake’s obligation fell to 38-45 percent with the remainder
being transported by FGT. The 1994 Agreement established an escalation rate that increased the
amount per dekatherm (Dth) that Polk Power would be required to pay Chesapeake for
transportation service. The escalation factor was set at 7.5 percent per year beginning in 1994
and extending through December 2015.

During 2004, there was a change in ownership of Polk Power Partners. Polk Power
contacted Chesapeake about renegotiating the agreements again given the favorable economics
of receiving its entire transportation service from FGT.! To avoid losing the entire revenues
generated from Polk Power, Chesapeake began negotiations with Polk Power. Since 2004,
Chesapeake and Polk Power have worked together to develop new terms and conditions under
which Chesapeake would provide some of the transportation service necessary to fuel Polk
Power’s generation facilities. The negotiations resulted in an Amendment No. 2 to the existing
Special Contract, as well as the execution of three new operating agreements, including: Master

' FGT’s current recourse reservation rate authorized by FERC for FTS-1 capacity is $0.3855 per
Dekatherm (Dth). The addition of Chesapeake’s 2005 transportation rate of $0.465 per Dth results in a total
transportation rate to Polk Power of $0.8315 per Dth. As approved by this Commission in the 1994 Gas
Transportation Agreement with Polk Power, for the first 5,640 Dth of gas transported each day, Chesapeake’s rate is
billed based on a calendar year rate schedule that was established in the agreement. Any Dth transported above the
5,640 Dths are billed at $0.025 per Dth. Polk Power could acquire its 5,640 Dth through FGT FTS-2 lines for
$.07690 per Dth. This FTS-2 rate is less than the current combined rate for FGT FTS-1 and the rate of $0.8315 per
Dth.
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Gas Transportation Service Termination Agreement; Delivery Point Lease Agreement; and
Letter Agreement: CFG Transportation Aggregation Service. Amendment No. 2 and the three
new agreements were signed by the parties on August 24, 2005.> According to the agreements,
the new rates will be retroactively applied to January 1, 2005, and will remain in effect on an
interim basis, pending this Commission’s approval.

On October 24, 2005, Chesapeake petitioned this Commission for approval of
Amendment No. 2 to the existing Special Contract, together with the three new agreements
between it and Polk Power, with an effective date of January 1, 2005. (See Attachment A.) We
have jurisdiction pursuant to Sections 366.04, 366.05, and 366.06, Florida Statutes.

AMENDMENT NO. 2 AND THREE AGREEMENTS

Amendment No. 2 to the existing Special Contract discontinues a rate escalator clause
and replaces it with a fixed fee per month (Transportation Service Reservation Charge) over the
remaining term of the Agreement, which expires on December 31, 2015. A contract provision
has been added that requires Polk Power to provide an 18-month prior notification to terminate
this Agreement with Chesapeake.

The Master Gas Transportation Service Termination Agreement provides the rights and
conditions of termination of any or all agreements by Chesapeake, Polk Power, or a regulatory
authority. This agreement also states that all agreements are interconnected.

The Letter Agreement: CFG Transportation Aggregation Service clarifies that sections of

Chesapeake’s standard Transportation Aggregation Service Agreement related to capacity
relinquishment do not apply to the agreement between Polk Power and Chesapeake. Because
Chesapeake did not release capacity it holds on FGT to Polk Power, the capacity relinquishment
provisions are not applicable.

The Delivery Point Lease Agreement allows Polk Power to designate Chesapeake as the
Delivery Point Operator (DPO) at the point Polk Power’s gas lines connect to FGT. As DPO,
Chesapeake is responsible for managing deliveries with actual usage. The designation permits
Chesapeake to combine the volumes delivered to Polk Power’s generation facilities for purposes
of managing gas deliveries. The Polk Power Partnership operates two cogeneration facilities in
Polk County, Orange Cogeneration and Polk Power. The Polk Power facility receives gas in two
ways: 1) through a direct interconnect with FGT; and 2) through Chesapeake’s delivery system.
In contrast, all the gas delivered to the Orange Cogeneration facility is provided via
Chesapeake’s system. By designating Chesapeake as the DPO for Polk Power’s direct connect
delivery points at the cogeneration facilities, Chesapeake will be able to pool Polk Power’s
deliveries with Chesapeake’s other gas deliveries. By pooling the deliveries, gas over bums and
under burns can be offset, which could serve to reduce or eliminate potential penalties imposed
by the pipelines. Chesapeake believes that by aggregating the gas deliveries, Polk Power could
experience significant economic and operational benefits. According to Chesapeake, the

% In response to a Commission Staff Data Request, Chesapeake advised that notwithstanding the August 24, 2005,
date on the agreements, the agreements were actually executed by all parties in mid-October 2005.



ORDER NO. PSC-06-0143-PAA-GU
DOCKET NO. 050835-GU
PAGE 4

potential to extract such benefits is a substantial reason Polk Power is interested in continuing its
transportation relationship with the utility. For providing DPO services to Polk Power,
Chesapeake will receive an initial payment of $20,000 and an Operation and Maintenance fee of
$2,500 per month.

Chesapeake has petitioned this Commission to retroactively apply the rates charged to
Polk Power for transportation service to January 1, 2005, and to issue a refund to Polk Power for
the difference between the current and proposed rates. As stated in its petition, Chesapeake
implemented the rates in August 2005, on an interim basis retroactive to January 1, 2005. In
October 2005, Chesapeake issued Polk Power a credit of approximately $8,400 and an additional
charge of $22,500 was assessed for Chesapeake’s service as DPO. The appropriateness of
implementing rates prior to this Commission’s approval is addressed below.

In reviewing Chesapeake’s June 2005 Rate of Return Report, we find that the retroactive
application of rates and associated refund will not cause Chesapeake’s earnings to fall outside of
its authorized range. Chesapeake has an authorized return on equity of 11.50%, and is currently
earning a return on equity of 11.11% based on its June 2005 Earnings Surveillance Report.
Application of the proposed rates and associated refund should increase Chesapeake’s return on
equity by 7 basis points on an annual basis.

We have also analyzed Chesapeake’s cost of service calculations to ensure that the
proposed rates will recover Chesapeake’s cost to service Polk Power. We find that as designed,
the earnings from this contract on a stand-alone basis will provide the company an 11.50% return
on equity, which is Chesapeake’s authorized midpoint.

The intent of Chesapeake is to retain one of its largest customers, while ensuring that the
rates charged are competitive with the customer’s other gas delivery options. In 2004,
Chesapeake received $571,848 in margin revenue from Polk Power. It is Chesapeake’s opinion
that due to the rate escalator clause in the 1994 Agreement, Polk Power had an incentive to
bypass Chesapeake’s distribution system and receive all of the gas necessary to operate the Polk
Power facility directly from FGT. Because Polk Power has a direct connection with FGT, and
because FGT is providing the majority of Polk Power’s transportation service, there are
economic incentives for Polk Power to bypass Chesapeake’s system entirely.

Based upon the foregoing, we find that Amendment 2 along with the three agreements
will provide benefits to Chesapeake and to Polk Power, and will assure that a revenue stream
from Polk Power will not be lost, and they are hereby approved effective January 1, 2005.

NO SHOW CAUSE PROCEEDING INITIATED

By its terms, Amendment No. 2 to the Gas Transportation Agreement (Special Contract)
was made and entered into between the parties on August 24, 2005, to be effective January 1,
2005. Among other things, this special contract discontinues the Commission-approved rate
escalator clause contained in Chesapeake’s 1994 gas transportation agreement with Polk Power
and replaces it with a fixed fee transportation service reservation charge. Paragraph 9 of the
Special Contract provides for the proposed new rate to be placed into effect on January 1, 2005,
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on an interim basis pending Commission approval, and for the difference between the existing
and proposed rate to be collected or refunded in the event this Commission declines or fails to
issue a final order approving the amended rates, terms and conditions within 12 months after its
execution.

Chesapeake’s failure to obtain Commission approval prior to the execution of the Special
Contract with Polk Power is in apparent violation of Section 366.06(1), Florida Statutes, and
Rule 25-9.034(1), Florida Administrative Code. Section 366.06(1), Florida Statutes, provides
that:

fa] public utility shall not, directly or indirectly, charge or receive any rate not on
file with the [Clommission for the particular class of service involved, and no
changes shall be made in any schedule. All applications for changes in rates shall
be made to the [Clommission in writing under rules and regulations prescribed.

Rule 25-9.034(1), Florida Administrative Code, provides that:

[w]herever a special contract is entered into by a utility for the sale of its product
or services in a manner or subject to the provisions not specifically covered by its
filed regulations and standard approved rate schedules, such contract must be
approved by the Commission prior to its execution. Accompanying each contract
shall be complete and detailed justification for the deviation from the utility’s
filed regulations and standard approved rate schedules. If such special contracts
are approved by the Commission, a conformed copy of the contract shall be
placed on file with the Commission before its effective date.

Section 366.095, Florida Statutes, authorizes this Commission to assess a penalty of not
more than $5,000 for each offense, if a utility is found to have refused to comply with or to have
willfully violated any lawful rule or order of the Commission or any provision of Chapter 366,
Florida Statutes. Each day that such refusal or violation continues shall constitute a separate
offense. In Order No. 24306, issued April 1, 1991, in Docket No. 890216-TL, titled In Re:
Investigation Into The Proper Application of Rule 25-14.003, F.A.C., Relating To Tax Savings
Refund For 1988 and 1989 For GTE Florida, Inc., the Commission, having found that the
company had not intended to violate the rule, nevertheless found it appropriate to order it to
show cause why it should not be fined, stating that "in our view, 'willful' implies an intent to do
an act, and this is distinct from an intent to violate a statute or rule." Id. at 6.

Although regulated utilities are charged with knowledge of Chapter 366, Florida
Statutes, and of Commission rules, we find that in these circumstances, the apparent violation of
Section 366.06(1), Florida Statutes, and Rule 25-9.034(1), Florida Administrative Code, does not
rise to the level of warranting the initiation of a show cause proceeding. In response to a Staff
Data Request on the matter, Chesapeake advised that it understands that it did not have
Commission approval prior to implementing the proposed rates; however, as stated in Paragraph
9 of the special contract:
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The Parties agree that the rates, terms and conditions established in this
Amendment shall be placed into effect on the Effective Date on an interim basis
until such time as the FPSC has issued a final order approving the amended rates,
terms and conditions. The Parties agree that, in the event the FPSC (a) expressly
declines to issue such a final order..... the rates, terms and conditions shall revert
to the original Agreement.

According to Chesapeake, Polk Power expressly requested a January 1, 2005 effective
date. Chesapeake was concerned that the lost revenues from Polk Power would ultimately have
a detrimental effect on the rates of Chesapeake’s other customers. Chesapeake’s rationale for
agreeing to this provision was based solely on the fact that Polk Power has a direct connection
with FGT and was threatening immediate bypass unless the rates became effective January 1,
2005. If Chesapeake had not entered into amended agreements with Polk Power ending the rate
escalation and bypass had occurred, Chesapeake would have had its transportation revenues
reduced by approximately $700,000 per year. A revenue loss of this magnitude would require
Chesapeake to seriously consider filing for a general rate increase from the remaining customers.

Moreover, upon inquiry as to why Chesapeake failed to seek Commission approval of its
proposed Special Contract with Polk Power prior to implementing the rates, charges, and
contract provisions detailed in its Petition, Chesapeake responded that it began negotiations with
Polk Power about 20 months ago regarding the issues contained in the Petition. During the
interim period, the two main partners of Polk Power sold their interests in the project. The new
partners suspended negotiations until early 2005. Negotiations were concluded in August 2005,
and, according to Chesapeake, the August 24, 2005 date of the agreements notwithstanding, the
agreements were actually executed by all parties in mid-October 2005. Chesapeake promptly
filed its Petition on October 24, 2005.

Chesapeake must be mindful of its legal responsibilities under Chapter 366, Florida
Statutes, and of the rules of this Commission. Section 366.06(1), Florida Statutes, prohibits a
public utility from charging or receiving any rate not on file with the Commission, and Rule 25-
9.034(1), Florida Administrative Code, expressly required Chesapeake to obtain Commission
approval prior to the execution of the special contract, not promptly therecafter. Chesapeake
reasonably could have apprised this Commission of the need for the contract by filing an
emergency petition at the time it began negotiating with Polk Power. Nevertheless, we find that
the unique circumstances surrounding the execution of the Special Contract mitigate the utility’s
apparent violation in this instance. It appears likely that Chesapeake would indeed have suffered
a revenue loss to the detriment of its general body of ratepayers had a bypass to FGT occurred.
Moreover, Chesapeake arranged to have the rates, terms, and conditions of the Special Contract
revert to the original agreement in the event that this Commission declined or failed to approve
it, including a provision for the difference between the existing and proposed rate to be collected
or refunded. Therefore, we decline to initiate a show cause proceeding against Chesapeake at
this time for failure to obtain approval prior to execution of Amendment No. 2. Nevertheless,
future implementation of any rates and/or charges by Chesapeake prior to the approval of this
Commission, in apparent violation of Section 366.06(1), Florida Statutes, and/or Rule 25-
9.034(1), Florida Administrative Code, could result in the initiation of show cause proceedings.
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Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that Amendment No. 2 to Gas
Transportation Agreement (Special Contract), Master Gas Transportation Service Termination
Agreement, Delivery Point Lease Agreement, and Letter Agreement: CFG Transportation
Aggregation Service between Chesapeake Utilities Corporation and Polk Power Partners, L.P.,
are hereby approved effective January 1, 2005. It is further

ORDERED that Attachment A, attached hereto, is incorporated herein by reference. It is
further

ORDERED that Chesapeake Utilities Corporation is hereby placed on notice that future
implementation of any rates and/or charges prior to the approval of this Commission, in apparent
violation of Section 366.06(1), Florida Statutes, and/or Rule 25-9.034(1), Florida Administrative
Code, could result in the initiation of show cause proceedings. It is further

ORDERED that the provisions of this Order, issued as proposed agency action, shall
become final and effective upon the issuance of a Consummating Order unless an appropriate
petition, in the form provided by Rule 28-106.201, Florida Administrative Code, is received by
the Director, Division of the Commission Clerk and Administrative Services, 2540 Shumard Oak
Boulevard, Tallahassee, Flortda 32399-0850, by the close of business on the date set forth in the
"Notice of Further Proceedings” attached hereto. If a protest is timely filed by a substantially
interested person, Amendment No. 2 and the three Agreements shall remain in effect pending
resolution of the protest and the docket shall remain open. It is further

ORDERED that in the event this Order becomes final, this docket shall be closed.

By ORDER of the Florida Public Service Commission this 27th day of February, 2006.

BLANCA S. BAYO, Director
Division of the Commission Clerk
and Administrative Services

ENVVERN W

Hong Wahg, Supervisor"
Case Management Review Section

(SEAL)

RG



ORDER NO. PSC-06-0143-PAA-GU
DOCKET NO. 050835-GU
PAGE 8

DISSENTS:

COMMISSIONERS ISILIO ARRIAGA and MATTHEW M. CARTER II dissent from the
majority’s decision not to initiate show cause proceedings against Chesapeake Utilities Corp. at
this time.

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section 120.569(1), Florida
Statutes, to notify parties of any administrative hearing that is available under Section 120.57,
Florida Statutes, as well as the procedures and time limits that apply. This notice should not be
construed to mean all requests for an administrative hearing will be granted or result in the relief

sought.

Mediation may be available on a case-by-case basis. If mediation is conducted, it does
not affect a substantially interested person's right to a hearing.

The action proposed herein is preliminary in nature. Any person whose substantial
interests are affected by the action proposed by this order may file a petition for a formal
proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code. This
petition must be received by the Director, Division of the Commission Clerk and Administrative
Services, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the close of
business on March 20, 2006.

In the absence of such a petition, this order shall become final and effective upon the
1ssuance of a Consummating Order.

Any objection or protest filed in this/these docket(s) before the issuance date of this order
is considered abandoned unless it satisfies the foregoing conditions and is renewed within the

specified protest period.
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Polk Power Pariners, L.P. and Chesapeake Utilities Cotporation
Amendment No. 2 to GTA

AMENDMENT NO. 2 TO GAS TRANSPORTATION AGREEMENT

This AMENDMENT NO. 2 TO GAS TRANSPORTATION AGREEMENT
(“Amendment”’) is made and entered into on the 24® day of August, 2005, to be
effective January 1, 2005 (the “Effective Date”) by and between Chesapeake
Utilities Corporation, a Delaware corporation doing business in Flarida as Central
Florida Gas Company and hereinafter referred to as “Transporter”, and Polk
Power Partners, L.P., a Delaware limited partnership hereinafter referred to as
“Shipper”. Transporter and Shipper shall also be referred to from time to time
herein as “Party” or, collectively, as “Parties.”

WITNESSETH:

WHEREAS, Transporter and Shipper are Parties to that certain Gas
Transportation Agreement (“Agreement”) dated February 18, 1994; and

WHEREAS, subject to the terms and conditions of this Amendment, the Parties
desire to amend, cancel, or replace certain provisions of the Agreement, as
provided herein. ,

NOW, THEREFORE, in consideration of the premises and mutual covenants
contained herein, and other good and valuable consideration, the receipt and
sufficiency of which are acknowledged by the Parties, the Parties mutually agree

as follows:
1. The first sentence of Section 1.1 of the Agreement is amended to readr as
follows:

“Shipper shall cause FGT to deliver to Transporter at the
Bartow B delivery point on FGT's system, and/or such other
delivery point on FGTs system interconnected to
Transporter's gas distribution system as the Parties may agree
(hereinafter referred to as a "Delivery Point”), the quantities of
gas to be transported by Transporter hereunder.”

2. Exhibit A of the Agreement is canceled as of the Effective Date of this
Amendment.

3. Section 6.1 of the Agreement is deleted in its entirety, and the following
shall be inserted in lieu thereof:

“For the period commencing January 1, 2005 and continuing
thereafter for the remaining term of this Agreement, Shipper
shall pay to Transporter a Transportation Service Reservation
Charge of $54,896 per month. Shipper shall pay this amount
to Transporter on or before the first day of each month during
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Polk Power Partners, L.P. and Chesapeake Utilities Corporation
’ Amendment No. 2 to GTA

the remaining term of this Agreement whether or not Shipper
causes FGT to deliver to Transporter at any Delivery Point any
quantities of gas to be transported by Transporter hereunder.
In the event that actual gas quantities received at Shipper's
Cogeneration Facility as recorded on Transporers
measurement equipment located at such facility, such
equipment not to include any measurement equipment
assoclated with the ARC Delivery Point, exceed 4,512 dt per
day on any given day, Shipper shall pay to Transporter an
additional transportation charge of $0.20 per dt for all
quantities in excess of 4,512 dt per day up to 5,640 dt per day.
In the event that actual gas quantities received at Shipper's
Cogeneration Facilty as recorded on Transporter's
measurement equipment located at such facility, such
equipment not to include any measurement equipment
associated with the ARC Delivery Point, exceed 5,640 dt per '
day on any given day, Shipper shall pay to Transporter an
additional transportation charge of $0.025 per dt for all
quantities in excess of 5,640. The rates established in this
Agreement are subject to the continuing jurisdiction of the
FPSC and may be amended from time to time subject to the
approval of the FPSC.

4. Amendment No. 1 to the Agreement, dated September 14, 1994, is
canceled as of the Effective Date of this Amendment.

5. Section 6.2 of the Agreement, as amended by Amendment No. 1, is
deleted in its entirety and the following shall be inserted in lieu thereof:

“If during the term of this Agreement, the Federal Government,

‘or any State, municipality or subdivision of such Govemment,
shall increase any present tax or levy additional tax, relating to
the service provided by Transporter under this Agreement
(other than on Transporter's income), any such additional tax
actually paid by Transporter shall be added to the then
effective rate for the Monthly Transportation Reservation
Charge. If during the term of this Agreement, the Federal
Govemnment, or any State, municipality or subdivision of such
Government, shall decrease or eliminate any tax paid by
Transporter relating to the service provided by Transporter
under this Agreement, the reduction in such tax shall be
subtracted from the then effective rate for the Monthly
Transportation Reservation Charge.”

6. The Parties agree that, on the Effective Date of this Amendment,
Transporter's letter to Shipper dated January 28, 1999, reducing the base
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Polk Power Partners, L.P. and Chesapeake Utilities Corporation
Amendment No. 2 to GTA

transportation rate in the Agreement to eliminate Florida Gross Receipts
Tax as a rate component and increasing the base transportation rate to
reflect an increase in the Florida Public Service Commission’s Regulatory
Assessment Fee shall be canceled and replaced in its entirety by the rates
established by this Amendment. The Parties further agree that nothing in
this Amendment, or the replacement of the January 28, 1999 Transporter
letter, shall be construed as limiting the ability of Transporter to increase
or reduce rates to recover from Shipper Gross Receipts Tax, Regulatory
Assessment Fees, or any other applicable tax or fee, that may be imposed
or for which tax rates are adjusted by governmental authority, relating to
the service provided by Transporter under this Agreement.

7. The Parties agree that, as provided in Section 6.1 of the Agreement, as
amended herein, the negotiated rates included in this Amendment are
subject to the continuing jurisdiction of the Florida Public Service
Commission (FPSC) and must be submitted for approval. Transporter
agrees to petition the FPSC for approval of the amended rates within thirty
(30) days from the date of execution of this Amendment.

8. Section 7.1 of the Agreement is amended to add the following sentence:
*Shipper may, at its sole option, terminate this Agreement with at least
eighteen (18) months written notice to Transporter prior to the proposed
termination date.”

9. The Parties agree that the rates, terms and conditions established in this
Amendment shall be placed into effect on the Effective Date on an interim
basis until such time as the FPSC has issued a final order approving the
amended rates, terms and conditions. The Parties agree that, in the event
the FPSC (a) expressly declines to issue such a final order, or (b) fails to
{ssue such a final order within twelve (12) months after execution of this
Amendment, the provisions of this Amendment shall be deemed void ab
initio, "and the rates, terms and conditions shall revert to the original
Agreement. Transporter shall calculate the cumulative revenue difference
between the actual billed charges at the interim rates in this Amendment
and the rates in the original Agreement for the gas quantities delivered
during the period the interim rates were in effect, and collect or refund
such amount from or to Shipper.

10. This Amendment may be executed in more than one counterpart, and
each executed counterpart shall have the same force and effect as an
original instrument.

11. In all other respects, the Agreement shall remain unchanged and in full
force and effect.
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Polk Power Partners, L.P. and Chesapeake Utilities Corporation
" Amendment No. 2 to GTA

IN WITNESS WHEREOF, the parties have duly executed this Amendment No. 2
to Gas Transportation Agreement, effective as of the date first stated above.

Chesapeake Utilities Corporation Polk Power Partners, L.P.

By: Polk Power GP, Ipc., its General

By: E&L By: Y4 f// 5
Nam q - Q gQN tm.ﬁﬁ NamJ 7%97/4,),%: . (-/—Za»ésa-\
Title: WM’SID CNY Title: _(Sénera/ %"2 (F—

Date: August 24, 2005 Date: August 24, 2005
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Polk Power Partners and Chesapeake Utilities Corporatidn
Master Gas Transportation Service Termination Agreement

MASTER GAS TRANSPORTATION SERVICE
TERMINATION AGREEMENT

-This MASTER GAS TRANSPORTATION SERVICE TERMINATION
AGREEMENT (*Master Agreement”) is made and entered into as of the 24" day
of August, 2005, (the “Effective Date”) by and between Chesapeake Utilities
Corporation, a Delaware corporation doing business in Florida as Central Florida
Gas Company and hereinafter referred to as “Transporter”, and Pclk Power
Partners, L.P., a Delaware limited partnership hereinafter referred to as
“Shipper”. Transporter and Shipper shall also be referred to from time to time
herein as “Party” or, coliectively, as “Parties.” :

WITNESSETH:

WHEREAS, Transporter and Shipper are Parties to the following agreements:
(1) Gas Transportation Agreement dated February 18, 1984, as amended,
including by Amendment No. 2 to Gas Transportation Agreement, effective as of
January 1, 2005 (*Gas Transportation Agreement”); (2) Capacity Relinquishment
Agreement dated February 18, 1994, as amended, including by Amendment No.
1 to Capacity Relinquishment Agreement of even date herewith; (3) Delivery
Point Lease Agreement effective January 1, 2005; and, (4) Transportation
Aggregation Service (TAS) Pool Manager Agreement, effective as of January 1,
2005, as modified by the Letter Agreement. CFG Transportation Aggregation
Service, dated August 24, 2005 and effective as of January 1, 2005 (such above
referenced agreements collectively referred to from time to time herein as
"Agreements”); and

WHEREAS, each of the Agreements include specific termination rights for each
Party, and, further, each of the Agreemenis are subject to all of the rules,

regulations and orders of any duly constituted federal or state regulatory
authorities having jurisdiction hereof, which regulatory authority may, subsequent
to the execution of the Agreements by the Parties, order the termination of the
Agreements; and '

WHEREAS, the Parties recognize and acknowledge that the operational and
economic benefits which inure to each Party from the Agreements exist only to
the extent each referenced agreement remains in force, and that the exercise of
the right to terminate, singly or collectively, any of the Agreements by either
Party, and/or a jurisdictional regulatory authority, may result in one Party
achieving an unintended operational or economic advantage over the remaining
Party; and

WHEREAS, both Parties desire to establish certain rights to terminate any or all
of the Agreements in the event one Party exercises their termination rights under
one or more of the Agreements, and/or a jurisdictional regulatory authority orders
the termination of one or more of the Agreements.

{H0029367 2}
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NOW, THEREFORE, in consideration of the premises and mutual cavenants
contained herein, and other good and valuable consideration, the receipt and
sufficiency of which are acknowledged by the Parties, the Parties mutually agree
as follows:

1. In the event either Party terminates one or more of the Agreements (the
“Initiating Party™), the Party not terminating the agreement (the “Remaining
Party”) shall have the right, but not the obligation, to terminate any or all of
the Agreements remaining in force on the earliest effective date of
termination of the Agreement or Agreements terminated by the Initiating
Party, provided, however, that such termination right shall not be avaitable
to the Remaining Party if the Initiating Party terminates any of the
Agreements due to the default of the Remaining Party thereunder.

2. In the event a jurisdictional regulatory authority orders the termination of
any or all of the Agreements, the Parties shall individually (and
unilaterally) have the right, but not the obligation, to terminate any or all of
the" Agreements remaining in force on the earliest effective date of
termination of the Agreement(s) terminated by the jurisdictional regulatory
authority.

3. Nothing in this Master Agreement shall reduce or modify the unilateral

) right of Shipper to terminate the Gas Transpoitation Agreement at
Shipper's sole option upon eighteen (18) months prior written notice to
Transporter, pursiiant to Section 7.1 thereof.

4. In all other respects, this Master Agreement shall have no effect on the
Agreements, which shall remain in full force and effect.

IN WITNESS WHEREOF, the Parties have duly executed this Amendment, in
multiple originals, effective as of the day and year first above written.

Chesapeake Utilities Corporation Polk Power Partners, L.P.

By Polk Pow GP, Inc., its General
riner
By: / W——

Nam#&{ N“N '2 cQ)wm\ﬂMIlS WLJWQ/:’M Jacokss

Title: @@3& [Dﬁ\” Title: & enera/ /%m;;e_/

Date: August 24, 2005 Date: August 24, 2005

{H0029367.2)
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This Delivery Point Lease Agreement (this “Lease”), is made and entered into on
the 24th day of August 2005, to be effective January 1, 2005 (the “Effective Date") by and
between Polk Power Partners, LP, a Delaware limited partnership (‘Lessor”), and
Chesapeake Ulilities Corporation, a Delaware corporation, (“Lessee”), each of Lessor and
Lessee being sometimes referred to herein individually as “Party” or collectively as the
“Parties”).

WHEREAS, Lessor owns and operates a cogeneration facility located at Noralyn
Commerce Industrial Park, Polk County, Florida, (the “Plant”), and owns and operates
certain gas receiving property and equipment directly interconnected to the Florida Gas
Transmission (“FGT") pipeline at a pipeline interconnect location desighated by FGT as
Delivery Point DRN 153710 (as hereinafter more particulatly defined, the “Facilities™); and

WHEREAS, Lessee is a public utility and owns and operates a natural gas
distribution system within Central Florida, is qualified and experienced in the operation of
natural gas pipeline facilities, and desires to lease the Facilities from Lessor for use in
delivering gas to Lessor; and

WHEREAS, Lessaoar is willing to lease the Facilities to Lessee for use by Lessee in
providing service to Lessor,

NOW, THEREFORE, in consideration of the premises and mutual covenants
contained herein, and other good and valuable consideration, the receipt and sufficiency
of which are acknowledged by the Parties, the Parties mutually agree as follows:

Section 1 - Lease. Lessor hereby leases to Lessee, and Lessee hereby leases from
Lessor, effective as of the Effective Date and upon and subject to the terims and
conditions herein set forth, the following described property:

The gas receiving and associated pipeline, valves, meters, electronic control equipment
and such other property as is incorporated therein or affixed or appurtenant thereto, being
referred to herein as the “Facilities” located in the State of Florida, extending from the
point at the connection of the facilities of FGT and the Plant at which the gas leaves the
outlet side of the measuring eguipment of FGT and enters Lessor’'s Facilities, as more
particularly described in "Attachment A", which is attached hereto, incorporated herein and
made a part hereof by reference.

Section 2 - Term. This Lease shall be in effect as of January 1, 2005 and shall continue
in effect through the month of December 2015, (the “Initial Term”.) This Lease may be
terminated at any time during the Initial Term or any extended period by either Party,
subject to the following: (a) the Party initiating the termination provides written notice to
the other Party no less than thirty (30) days prior to any submittal, by either Party, to FGT
requesting termination of Lessee as the authorized Delivery Point Operator and/or
authorization of a change in Polk Power Partners’ Delivery Point Operator, and (b) the

[H0029355.1)
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effective date of the termination of this Lease shall be the effective date established by
FGT in its confimnation letier(s) to the Parties confirming the change in Delivery Point
Operator for Polk Power Partners. Subsequent to the expiration of the initial Term, this
Lease shall be extended on a year-to-year basis (“Secondary Term”), unless either Party
gives written notice of termination to the other Party, not less than ninety (90) days prior to
the expiration of any annual period.

Section 3 - Rent. During the Initial Term and any Secondary Term of this Lease, Lessee
shall pay to Lessor rent in the amount of $10.00 annually, the first such payment being
due within twenty (20} days following the Effective Date, and successive annual payments
in said amount being due within twenty (20) days following each anniversary of the
Effective Date (rent being due for any fractional portion of any year in proportion). All rent
payments shall be made to Lessor at the address set forth in Section 14 of this Lease, or
at such other address as Lessor may designate by written notice to Lessee, unless Lessor
shall assign this Lease and the right to receive the rent hereunder, in which case rent shall
be paid to Lessor’s assignee after written notice of such assignment, if any, has been duly
given to Lessee by Lessor. All rent shall be paid without notice or demand, and without
abatement, deduction or set-off of any amount whatsoever.

Section 4 - Use, Operation and Maintenance of Delivery Point.

(@)  Use of Delivery Point; Records and Reports. During the term of this Lease,
Lessee shall use the Facilities for the purpose of transporting and delivering gas to
Lessor, and for such other purposes as may be incidental thereto, and for no other
purpose; provided, however, that Lessee's use of such Facilities shall camply in all
respects with all applicable laws, ordinances and regulations, tariffs, orders, or directives
of any governmental body having jurisdiction; and provided further that Lessee’s use of
the Facilities shall not, without the prior written consent of Lessor, and notwithstanding any
other agreement between Lessor and Lessee to the contrary, cause any interruption in
Lessor’s ability to receive the Plant's full requirements for natural gas under the delivery
conditions as set forth in Lessor's FGT Transportation Service Agreement(s) related to the
above referenced Delivery Point. Lessee shall comply at all times with the operating and
periodic maintenance requirements of Paits 191 and 192, Title 49, Code of Federal
Regulations, and Chapter 25-12, Florida Administrative Code, as well as any applicable
orders or directives of the Florida Public Service Commission. Lessee shall be
responsible for the cost associated with the periodic maintenance of the Facilities as
required by law and/or governmental regulation. Lessee shall pot be responsible for the
repair or replacement of the Facilities, or any portion thereof, as may be required from
time to time during the term of this Lease. Lessee shall prepare and maintain all books
and records required by any applicable laws, regulations or ordinances to be prepared
and maintained by the owner or lessee of the Facilities, and prepare and file (or submit to
Lessor for filing, as the case may be) all reports with governmental bodies required by any
applicable laws, regulations or ordinances to be filed by the owner or lessee of the
Facilities, in connection with Lessee's operation or maintenance of the Facilities.

(b) Records, Access, etc. During the term of this Lease, Lessor shall make
available to Lessee Lessor's records (or copies thereof) relating to the design, permitting,
construction and operation of the Facilities, including, without limitation, regulatory filings,
schematics, blueprints and maintenance records, provided, however, that to the extent
any such data, files or records are not limited in scope to the Facilities, Lessor shall (i)
{H0029355.1)
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only provide copies of such information, and (i) be aliowed to redact from such copies any
and all portions of such information that pertain to matters beyond the scope of the
Facilities. Lessor shall provide to Lessee reasonable access to the Facilities as required
for Lessee to operate, maintain and respond to emergency situations associated with the
Facilities. Nothing herein shall limit or restrict Lessor's access to the Facilities.

(c)  Audit Rights. Lessor shall have the right to review and audit, during normal
business hours, on reasonable prior notice and at its own expense, Lessee's records
relating to services performed or required to be performed by Lessee pursuant to this
section. : '

Section 5 - Operation and Maintenance Fee. For the services provided herein, Lessor
shall pay Lessee the sum of $20,000.00 within thirty (30) days of the execution of this
Lease and, further, during the term of this Lease, Lessor shall pay to Lessee an Operation
and Maintenance Fee in the amount of $2,500.00 per month, payable retroactively as of
the Effective Date. Lessee shall bill the Operations and Maintenance Fee to Lessor each
month on Lessee’s monthly gas transportation statement to Lessor; provided, however,
that any unpaid Operations and Maintenance Fees attributable to months prior to the
execution hereof shall be added (without interest thereon) to the first monthly gas
transportation statement after the month of execution hereof.

Section 6 - Warranties. Lessee agrees that it has entered into this Lease based upon its
own judgment and inspection of the Facilities and disclaims any reliance upon any
statements or representations with respect to the Facilities made by Lessor.

Section 7 - Title. Title to the Facilities shall at all times remain in Lessor, and Lessee
shall, at its own expense, protect and defend the title of Lessor and keep it free and clear
of all claims and liens other than the rights of Lessee hereunder and claims and liens
created by or arising through Lessor.- The Facilities shall remain personal property
regardiess of their attachment to or placement within realty.

Section 8 - Taxes. Lessor agrees that, during the term of this Lease, it will retain the
obligation to pay all taxes, assessments, and other governmentai charges or fees levied or
assessed upon the Facilities.

Section 9 - Insurance. Both Parties shall, during the term hereof, maintain in force and
effect property damage and casualty insurance protecting the Facilities from all risks in a
face amount not less than the full value of the Facilities, and liability insurance with
combined single limits of not less than $1,000,000; each Party naming the other Party as
an additional insured. Both Parties shall provide certificates of such insurance coverages
to the other Party, and all policies shall require the giving of written notice by each Party to
the other Party not less than thirty (30) days prior to cancellation or change in coverage.

Section 10 - Indemnification.

10.1 For value received and to induce lLessee to enter into this Lease, Lessor
agrees to protect, defend (at Lessor's expense and by counsel reasonably satisfactory to
Lessee), indemnify, and save and hold harmless Lessee, its officers, directors,
shareholders, employees, agents, successors and assigns, from and against all direct or
indirect costs, expenses, damages, losses, obligations, lawsuits, appeals, claims, of
(H0029355.1}
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liabilities of any kind or nature (whether or not such claim is ultimately defeated), including
in each instance, but not limited to, all costs and expenses of investigating and defending
any claim at any time arising and any final judgments, compromises, settlements, and
court costs and attorney's fees, whether foreseen or unforeseen (including all such
expenses, court costs, and attorney’s fees in the enforcement of Lessee's rights
hereunder) incurred by Lessee in connection with, arising out of, resulting from, relating to,
or incident to:

1. any breach of any of the representations, warranties, or covenants of Lessor
contained in this Lease, or in any Exhibit, Schedule, or other document
attached hereto and made a part hereof, or provided pursuant hereto,
specifically including but not limited to:

(a) to the extent caused by Lessor or its designee or agent (other than
Lessee), any FGT penalties or other expenses or liabilities for
unauthorized overrun or underrun Gas, for imbalances on a pipeline
system, for failure to comply with FGT's FERC Tariff, or for Lessor’s

- failure to comply with a curtailment notice or to take deliveries as
scheduled; and

{b) any claim by a gas supplier or olher Party contesting Lessor's
warranty of title to Gas and related obligations;

2. any claim by a creditor of Lessor as a result of any transaction pursuant to or
contemplated by this Lease; and

3. any claim against Lessee relating to any obligation or liability of Lessor, or its
affiliates, or any of them of any kind or nature.

In no event shall Lessee be indemnified to the extent of any negligence on the part
of Lessee.

In the event that any claim or demand for which Lessor would be liable to Lessee
hereunder is asserted against or sought to be collected from Lessee by a third party,
Lessee shall promptly notify Lessor of such claim or demand, specifying the nature of
such claim or demand and the amount or the estimated amount thereof, if determination of
an estimate is then feasible (which estimate shall not be conclusive of the final amount of
such claim or demand) (the “Claim Notice”). Lessor shall have twenty (20) days, or such
shorter period as the circumstances may require if litigation is involved, from the personal
delivery or mailing of the Claim Notice (the “Notice Period”) to notify Lessee:

A.  whether or not it disputes its liability to Lessee hereunder with respect to
such claim or demand; and,

B. whether or not it desires, at its sole cost and expense, to defend Lessee
against such claim or demand.

in the event that Lessor notifies Lessee within the Notice Period that it desires to defend
Lessee against such claim or demand, Lessor shall have the right to defend Lessee by
appropriate proceedings, which proceedings shall be promptly settled or prosecuted by
{H0029355.1) '
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Lessor to a final conclusion in such manner as to avoid any risk of Lessee becoming
subject to any liability for such claim or demand or for any other matter. If Lessee desires
to participate in, but not control, any defense or settlement, it may do so at its sole cost
and expense. If Lessor elects not to defend Lessee against such claim or demand,
whether by not giving Lessee timely notice as provided above or otherwise, then the
amount of any such claim or demand, or, if the same is contested by Lessor or by Lessee
(Lessee having no obligation fo contest any such claim or demand), then that portion
thereof as to which such defense is unsuccessful, shall be conclusively deemed to be a
liability of Lessor and subject to indemnification as provided hereinabove.

10.2 For value received and to induce Lessor to enter into this Lease, Lessee
agrees to protect, defend (at Lessee's expense and by counsel reasonably satisfactory to
Lessor), indemnify, and save and hold harmless lLessor, its officers, directors,
shareholders, employees, agents, successors and assigns, from and against all direct or
indirect costs, expenses, damages, losses, obligations, lawsuits, appeals, claims, or
liabilities of any kind or nature (whether or not such claim is ultimately defeated), including
in each instance, but not limited to, all costs and expenses of investigating and defending
any claim at any time arising and any final judgments, compromises, settlements, and
court costs and attorney's fees, whether foreseen or unforeseen (including all such
expenses, court costs, and attomey's fees in the enforcement of Lessor's rights
hereunder) incurred by Lessor in connection with, arising out of, resulting from, relating to,
or incident to:

1. any breach of any of the representations, warranties, or covenants of Lessee
contained in this Lease, or in any Exhibit, Schedule, or other document
attached hereto and made a part hereaf, or provided pursuant hereto;

2. any claim by a creditor of Lessee as a result of any transaction pursuant to
or contemplated by this Lease; and

3. any claim against Lessor relating to any obligation or liability of Lessee, or its
affiliates, or any of them of any kind or nature.

In no event shall Lessor be indemnified to the extent of any negligence on the part
of Lessor.

In the event that any claim or demand for which Lessee would be liable to Lessor
hereunder is asserted against or sought to be collected from Lessor by a third party,
Lessor shall promptly notify Lessee of such claim or demand, specifying the nature of
such claim or demand and the amount or the estimated amount thereof, if determination of
an estimate is then feasible (which estimate shall not be conclusive of the final amount of
such claim or demand) (the “Claim Notice”). Lessee shall have twenty (20) days, or such
shorter period as the circumstances may require if litigation is involved, from the personal
delivery or mailing of the Claim Notice (the “Notice Period") to notify Lessor:

A whether or not it disputes its liability to Lessor hersunder with respect to
such claim or demand; and,

B. whether or not it desires, at its sole cost and expense, to defend Lessor
against such claim or demand.
{HO029355.1)
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in the event that Lessee notifies Lessor within the Notice Period that it desires to defend
Lessor against such claim or demand, Lessee shall have the right to defend Lessor by
appropriate proceedings, which proceedings shall be promptly settled or prosecuted by
Lessee to a final conclusion in such manner as to avoid any risk of Lessor becoming
subject to any liability for such claim or demand or for any other matter. If Lessor desires
to participate in, but not control, any defense or settlement, it may do so at its sole cost
and expense. |If Lessee elects not to defend Lessor against such claim or demand,
whether by not giving Lessor timely notice as provided above or otherwise, then the
amount of any such cfaim or demand, or, if the same is contested by Lessee or by Lessor
(Lessor having no obligation to contest any such claim or demand), then that portion
thereof as to which such defense is unsuccessful, shall be conclusively deemed to be a
liability of Lessee and subject to indemnification as provided hereinabove.

10.3 The foregoing indemnification and hold harmless agreement shall benefit
both Parties from the Effective Date hereof and shall survive the termination of this Lease.

Section 11 - Failure to Perform: Default and Remedies.

11.1  The following shall constitute an event of default;
(a) Either Party fails to satisfy in full the terms and conditions of this Lease;

(b)  Either Party voluntarily suspends the transaction of business where there is
an aitachment, execution or other judicial seizure of any portion of its
respective assets;

(c¢) Either Party becomes insolvent or unable to pay its debts as they mature or
makes an assignment for the benefit of creditors;

(d) Either Party files, or there is filed against it, a petition to have it adjudged
bankrupt or for an arrangement under any law relating to bankruptcy;

(e) Either Party applies for or consents to the appointment of a receiver, trustee
or conservator for any portion of its properties or such appointment is made
without its consent; or

H Either Party is formally charged by any govémment agency with engaging in
any unlawful activities.

11.2 |f either Party fails to perform its obligations under this Lease, the non-
defaulting Party shall notify the defaulting Party in writing (the “Default Notice”) within
three (3) days after the day that the non-defaulting Party obtained knowledge of such
failure to perform. Each such Default Notice shall describe in detail the act or event
constituting the non-performance by the defaulting Party. The defaulting Party shall have
five (5) days after its receipt of the Default Notice to cure any such failure to perform,
unless such cure can not be accomplished using reasonable efforts within said five (5) day
period, in which case the defaulting Party shall have such additional time as may be
necessary, using reasonable efforts, to cure such non-performance (the “Default Cure
Period”).

(H0029355.1}
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11.3 In the event of a default that is not cured within the Default Cure Period, the
non-defaulting Party may, at its option, exercise any, some, or all of the following
remedies, concurrently or consecutively:

{a)  any remedy specifically provided for in this Lease, and/or,
(b) terminate the Lease upon written notice to the defaulting Party; and/or,
(c)  any other remedy existing at law or in equity.

Section 12 - Assignment. This Lease shall be binding upon, and inure to the benefit of,
the respective successors and pemitted assigns of the Parties. The respective rights and
obligations of either Party hereto shall not be assignable without the consent of the other
Party, and such consent shall not be unreasonably withheld, except that this Lease may
be assigned without further approval as collateral security to any bank or financial
institution (“Lender”) providing financing to Lessor in connection with Lessor's
cogeneration facility. lLessee agrees to execute any consent to assignment and other
such documents in connection with any assignment to Lender, as Lender may reasonably
request.

Section 13 - Mutually Beneficial Transactions. Lessor and Lessee recognize that, from
time to time, circumstances may arise that provide one or both Parties an opportunity to
achieve financial or operational benefits, resulting from the Delivery Point Operator
services described in this Agreement, that exceed the benefits associated with typical
monthly imbalance resolution and FGT Operational Order response. In the event either
Party identifies such an opportunity, and both Parties mutually agree to a scope of
services or a defined course of action, the compensation for the services andfor action
shall be negotiated between the Parties. Terms and conditions of such transactions shalil
be agreed upon at the time of the transaction and shall be recorded and confirmed in
writing within five (5) business days after the transaction. The Parties agree that any such
transaction shall have no adverse impact on customers receiving transportation service
under Central-Florida Gas Company's gas tariff as approved by the Florida Public Service
Commission. ‘ '

Section 14 - Notices. Any notice, demand, request or invoice provided for in this Lease
shall be in writing and deemed given when delivered by hand or deposited in the U.S. Mail
-postage prepaid addressed to each Party as set forth below:

Lessee: Lessor:

Chesapeake Utilities Corporation Polk Power Partners, L.P.

Florida Division Cflo Northern Star Generation Services

P.O. Box 960 Campany, LLC

Winter Haven, FL 33882 2929 Allen Parkway, Suite 2200
Houston, Texas 77019

Administrative Matters: Administrative Matters:

Attention: Florida Regional Manager Attention: Malcolm Jacobson

Telephone: (863) 293-2125, ext. 2922 Telephone: (713) 580-6335
Facsimile: (863) 294-3895 Facsimile: (713) 580-6320
{H0029355.1)
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E-mail: tgeoffroy@cfgas.com E-mail: malcolm.jacobson@northernstargen.com
invoices/Payment: Additional Notice to:
Attention. Senior Financial Analyst Polk Power Partners, L.P.
Telephone: (863) 293-2125, ext. 2913 C/o Bear Stearns and Co., Inc.
Facsimile: (863) 294-3895 16945 Northchase Drive
E-mail: bbilinski@cfgas.com Suite 1560

Houston, Texas 77060

Attention: David Zimmerman
Telephone: (832) 601-2607

Facsimile: (B32) 601-2680

E-mail: dzimmerman@bear.com g

Section 15 - Independent Parties. Lessee and Lessor shall perform hereunder as
independent Parties, and neither Lessee nor Lessor is in any way or for any purpose, by
nature of this Lease or otherwise, a partner, joint venturer, agent, employer or employee
of the other. Nothing in this Lease shall be for the benefit of any third person for any
purpose, including without limitation, the establishing of any type of duty, standard of care
or liabifity with respect to any third person.

Section 16 - No Waiver. No waiver of any of the provisions hereof shall be deemed to be
a waiver of any other provision, whether similar or not. No waiver shall- constitute a
continuing waiver. No waiver shall be binding on a Party unless executed in writing by
that Party.

Section 17 - Amendments. This Lease shall not be amended except by an instrument in
writing sighed by the Party against which enforcement of the amendment is sought. A
change in the place to which notices hereunder must be sent shall not be deemed nor
require an amendment hereof, provided such change is communicated pursuant to
Section 14.

Section 18 - Entire Agreement. On and after the Effective Date, this Lease constitutes
the entire agreement between the Parties with respect to Lessee’s use of the Facilities
and the operation, maintenance and repair services to be provided for the Facilities, and
supersedes all prior agreements and understandings between the Parties with respect
thereto. :

Section 19 - Governing Law. This Lease and any dispute arising hereunder shall be
governed by, and interpreted in accordance with, the laws of the State of Florida and shall
be subject to all applicable laws, rules and orders of any Federal, state or local
governmental authority having jurisdiction over either or both of the Parties, their facilities
or the transactions contemplated. Venue for any action, at law or in equity, commenced
by either Party against the other and arising out of, or in connection with, this Lease shall
be in a court having jurisdiction and located in Polk County, Florida.

{H0029355.1)
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Section 20 - Dispute Resolution.

(a) Except as provided in paragraph (b} below, prior to initiating arbitration to
resolve a dispute under this Lease, the Parties agree to submit any and all disputes to
pre-arbitration mediation under the Florida Rules for Certified and Court Appointed
Mediators and Florida Rules of Civil Procedure 1.700 through 1.73 and 1.750, excluding
subsection (b), together with the rules of the American Arbitration Association or the
Foundation for Dispute Resolution. Accordingly, the Parties agree to stricfly follow said
rules and abide by any agreement entered into as a result of such mediation. Good faith
compliance with this section shall be considered a condition precedent to the right to
arbitration under this Lease. This section shall be deemed fo be a material inducement to
each Party’s entering into this Lease.

(b)  Subject to paragraph (a) above, any dispute relating to or arising under this
Lease shall be decided by arbitration conducted in accordance with the arbitration rules
and regulations (latest edition) established by the American Arbitration Association
(“AAA"), by a single arbitrator appointed by the Parties or, failing agreement as to such
appointment within thirty (30) days of a Party’s proposal of an arbitrator, by a neutral
arbitrator. appointed by the AAA. The physical lacation of the arbitration shall be in the
State of Florida. The Parties will pay the cost of the arbitrator as he or she directs. The
Parties agree to be bound by the arbitrator’s final decision, and judgment upon such final
decision may be entered in any court having jurisdiction pursuant to Section 19 hereof,
unless the court determines that the decision: (a) was procured by corruption, fraud or
undue means, (b} was the result of evident partiality or misconduct by the arbitrator, or (c)
would, if given effect, be unlawful under federal or Florida law.

Section 21 - Legal Fees. In the event of litigation between the Parties hereto arising out
of or in connection with this Lease, the reasonable attorneys’ fees and costs of the Party
prevailing in such arbitration or litigation shall be paid by the other Party.

Section 22 - Lessea's Tariff Provisions. Subsection 9 (Force Majeure) of the General
Terms and Conditions of Lessee’s Natural Gas Tariff filed with the Florida Public Service
Commission, including any amendments thereto during the term of this Lease, are hereby
incorporated into this Lease and made a part hereof for all purposes. In the event of any
conflict between said provision of Lessee's Natural Gas Tariff and specific provisions of
this Lease, the latter shall prevail.

(H0029355.t}
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IN WITNESS WHEREOF, the Parties hereto have caused this Lease to be
executed by their respective duly authorized officers as of the date first set forth above.

LESSEE

CHESAPEAKE UTILITIES CORPORATION

RUINTANNY

ﬂdm i M!m}ﬂnm
o PS JOGY

Date: August 24, 2005

{H0029355.1}
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LESSOR
POLK POWER PARTNERS, L P.

By: POLK POWER GP, INC
Partner

"/

By:

L. Jacoldsos

Title:  Aaln e Waifﬂye—f“

Date: August 24, 2005
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ATTACHMENT “A”
To
Delivery Point Lease Agreement
Between
Polk Power Partners, L.P.
And

Chesapeake Utilities Corporation

DESCRIPTION AND LOCATION OF FACILITIES

— [}
P

Leased Pipe ——~"

CFG M&R Station

Isolation Valve — Ve

4
Relief Valve —

SV ) 4

FGT M&R Station
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August 24, 2005

Polk Power Partners, L.P.

C/o Northern Star Generation Services Company, LLC
2929 Allen Parkway, Suite 2200

Houston, Texas 77019

Attention: Malcolm Jacobson

Re: Letter Agreement: CFG Transportation Aggregation Service
Dear Mr.Jacobson:

Chesapeake Utilities Corporation, d/b/a Central Florida Gas (CFG), has reviewed
the request of Polk Power Partners, L.P. (“the Partnership”), the prospective Pool
Manager under the Transportation Aggregation Service (TAS) Agreement, to
make certain modifications to the Form of Service Agreement as provided by
Section 17.2 General Terms and Conditions of the CFG tariff. The tariff requires
that two administrative actions be completed prior to activating a Customer Pool.
A TAS Pool Manager Agreement (TAS Agreement) must be executed between
CFG and the entity desighated to manage the Customer Pool. The tariff also
requires that customers interested in joining the pool must execute and submit to
CFG a Letter of Authorization (LOA) selecting a Pool Manager and accepting the
TAS tariff provisions.

The tariff clearly provides that an end-use customer who has shipper status on
the interstate pipelines serving CFG's distribution system may be a Pool
Manager and aggregate its facilities. The entity recognized as a Shipper on
Florida Gas Transmission Company ("FGT") would be the Pool Manager of
record and execute the TAS Agreement. Both the CFG and respective pipeline
tariffs allow Shippers to establish a Designee or Agent to handle the various
transactions and administrative activities related to transportation service.

CFG and the Partnership recognize that the creation of a TAS Customer Pool for

- the Polk Power Partner L.P. and the Orange Cogeneration L.P. cogeneration
facilities is intended principally to provide the Partnership a greater degree of
flexibility in resolving monthly shipper imbalances and responding ta operational
orders (Alert Days, OFQ's, etc). CFG recognizes that the Partnership’'s TAS
Customer Pool will require some modification of the standard CFG TAS
Agreement to accommodate certain special conditions of service. The TAS
Agreement modifications are as follows:
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1. Atrticle It - Scope of Capacity Relinquishment, is deleted in its entirety.
CFG and the Partnership have existing agreements in place for capacity
relinquishment. In addition, the Partnership holds service agreements
directly with FGT for capacity. No capacity relinquishment from CFG will
occur under the TAS Agreement, and the sixth Whereas clause in the
recitals is deleted in its entirety, and any and all references and cross-
references to Article Il or Sections within Article |l shall be without
meaning, and may be deemed to be references to either (a) the
appropriate provisions of the Service Agreement or (b) the applicable
provisions of the Capacity Relinquishment Agreement between
Chesapeake and Pool Manager, as context requires. In addition, CFG
recognizes that, unlike other TAS Pool Managers, the Partnership is not a
Guifstream shipper since all gas quantities for the two cogeneration
facilities are transported on FGT. Article Il in the standard TAS Agreement
would otherwise have required that the Pool Manager execute a Service
Agreement with the Gulifstream Pipeline.

2. Article lll - Relinquished Capacity Charges and Refunds, is deleted in its
entirety. Given that no capacity will be released under the TAS agreement,
the provisions for accepting and paying for capacity included in Article Il
are not relevant. Any and all references and cross-teferences to Aricle Il
or Sections within Article Il shall be without meaning, and may be deemed
to be references to either (a) the appropriate provisions of the Service
Agreement or (b) the applicable provisions of the Capacity Relinquishment
Agreement between Chesapeake and Pool Manager, as context requires.

3.  Article IV - Use of Relinquished Capacity; Recall Rights, is deleted in its
entirety. Again, this Article is not relevant since no capacity is relinquished
under the TAS Agreement. Any and all references and cross-references
to Article IV or Sections within Article 1V shall be without meaning, and
may be deemed to be references to either (a) the appropriate provisions of
the Service Agreement or (b) the applicable provisions of the Capacity
Relinquishment Agreement between Chesapeake and Pool Manager, as
context requires.

4. Article V - Firm Delivery Requirements, Section 5.4 Penalties, is deleted in
its entirety. The penalty provisions established in the TAS Agreement
were originally intended to ensure that a Pool Manager provided reliable
service to the commercial customers served in the Customer Pool. Given
that the Partnership, as Pool Manager, is providing gas service to its own
facilities, it has no need for CFG to establish a reliable service provision.
Any and all references and cross-references to Article V, Section 54
Penalties shall be without meaning, and may be deemed to be references
to the appropriate provisions of either (a) the appropriate provisions of the
Service Agreement or (b) the applicable provisions of the Capacity
Relinquishment Agreement between Chesapeake and Pool Manager, as
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context requires.

5. In the mirroring indemnification provisions of Sections 9.3(a) and 9.3(b),
the phrase “by counsel satisfactory to” shall be replaced by phrase “by
counsel reascnably satisfactory to.”

6. In the indemnification provisions of Pool Manager in Sections 9.3(a), the
list of five (5) items shall be modified as follows:

a. Item 1a shall commence with the phrase: “to the extent caused by

Pool Manager or its designee or agent (other than Chesapeake)”,

and before the words: “failure to comply with a curtailment notice”

there shall be added: “Pool Manager's”;

ltem 4 is deleted in its entirety; and

c. ltem 5 (re-numbered ltem-4 due to the deletion of ltem 4), is
modified by deleting the following phrase at the end: *, pursuant to
Section 10.5 of this Agreement.”

i

7. in the indemnification provisions of Chesapeake in Sections 9.3(b), the list
of four (4) items shall be modified as follows:

a. ltem 4 is deleted in its entirety.

8. In Section 15.3 (Revisions to Taxes), after the phrase: “should increase
any present tax or levy additional tax, relating to the service provided by
Chesapeake under this Agreement” there shall be added the
parenthetical, "(other than a tax on Chesapeake's income)”.

9. In all other respects the TAS Agreement shall remain unchanged and in
full force and effect.

In as the foregoing deviates from the CFG tariff, CFG, upon execution hereof,
shall promptly file for Florida Public Service Commission acknowledgement or
approval of this letter agreement, and the Partnership agrees to provide all
reasonable assistance in support thereof.
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IN WITNESS WHEREOF, the parties have duly executed this Letter Agreement,
in multiple originals, effective as of January 1, 2005.

Chesapeake Utilities Corporation Palk Power Partners, |..P.
d/b/a Central Florida Gas By: Polk Power GP, Inc.,

its General Partner
ROTHINS
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