BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for approval of transportation DOCKET NO. 110271-GU
service agreement with Florida Public Utilities
Company, by Peninsula Pipeline Company,
Inc.

In re: Joint petition for approval of territorial DOCKET NO. 110277-GU
agreement in Nassau and Duval Counties by ORDER NO. PSC-12-0230-PAA-GU
Peoples Gas System and Florida Public ISSUED: May 9, 2012

Utilities Company; gas transportation
agreement by Peoples Gas System and
Peninsula Pipeline Company, Inc.; and
application for approval of tariff revisions to
reflect service in Nassau and Okeechobee
Counties, by Florida Public Utilities Company

The following Commissioners participated in the disposition of this matter:

RONALD A. BRISE, Chairman
LISA POLAK EDGAR
ART GRAHAM
EDUARDO E. BALBIS
JULIE I. BROWN

NOTICE OF PROPOSED AGENCY ACTION
ORDER APPROVING TRANSPORTATION AND TERRITORIAL AGREEMENTS AND
ORDER APPROVING TARIFF MODIFICATIONS

BY THE COMMISSION:

NOTICE is hereby given by the Florida Public Service Commission that the action
discussed herein, except for approving tariff modifications, 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 (F.A.C.).

Background

Pursuant to Section 366.04(3)(a), Florida Statutes (F.S.), and Rule 25-7.0471, F.A.C,,
Florida Public Utilities Company (FPUC) and Peoples Gas System (Peoples) filed a January 26,
2012 joint petition in Docket No. 110277-GU for approval of a territorial agreement between the
Petitioners related to the provision of natural gas service in Nassau and Duval Counties. Each
Petitioner owns and operates natural gas distribution facilities in various portions of Florida.
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FPUC currently has no active customers in Nassau or Duval County. Peoples currently has one
customer in Nassau County and 20,080 customers in Duval County. FPUC and Peoples are
seeking our approval of a territorial agreement that would determine the areas of Nassau and
Duval Counties within which each utility would be authorized to provide natural gas service.
Further, FPUC is seeking approval of tariff modifications reflecting its intent to provide natural
gas service in Nassau and Okeechobee Counties. FPUC currently has no customers in
Okeechobee County.

Pursuant to Rule 25-9.034, F.A.C., both FPUC and Peoples have also each filed for our
approval of separate gas transportation agreements with Peninsula Pipeline Company, Inc.
(PPC). The transportation agreements are required to move gas from People’s interconnections
with the interstate pipeline system of Florida Gas Transmission Company (FGT), through the
Peoples distribution system, and into a new pipeline (the Fernandina Beach Line) to be owned in
common by PPC and Peoples.

Docket No. 110271-GU was opened in mid-September 2011 by PPC’s filing of a petition
for approval of a Firm Transportation Service Agreement between PPC and FPUC. However, on
February 8, 2012, a petition for approval of an amended and revised transportation service
agreement between PPC and FPUC was filed as a result of negotiations that arose between
Peoples and FPUC in relation to Docket No. 110277-GU.

Docket No. 110277-GU was also opened in September 2011 by FPUC’s filing of a
petition for approval of tariff modifications to reflect FPUC’s intent to extend gas service into
unserved areas in Nassau and Okeechobee Counties. Subsequently, FPUC and Peoples
recognized that a territorial dispute was imminent as a result of their planned expansions of gas
service to portions of Nassau County. Peoples had entered into a transportation agreement with
RockTenn CP (RockTenn), the owner and operator of a large paper mill on the northern tip of
Amelia Island in Nassau County in October 2011. FPUC had obtained commitments from over
200 potential commercial customers to take gas service from the proposed FPUC distribution
system expansions in Nassau County. FPUC and Peoples entered into negotiations in late 2011
in an effort to avoid delayed implementation of the expansion plans of both FPUC and Peoples.
A January 26, 2012 petition was filed requesting approval of a territorial agreement between
Peoples and FPUC. Accompanying the petition was an associated gas transportation agreement
between Peoples and PPC.

Attachment A to this Order includes the Nassau-Duval County Territorial Agreement, as
well as an associated map depicting the service territories of Peoples and FPUC. Attachment B
to this Order is a map depicting the various pipeline construction segments discussed herein.

The parties requested that we consolidate our decisions in Docket Nos. 110271-GU and
Docket No. 110277-GU. We find that such administrative consolidation will permit a more
complete understanding of the jointly developed plan for the provision of natural gas service to
residents of Nassau County. This Order addresses the territorial agreement, the tariff
modification, and the two transportation service agreements. We have jurisdiction over these
matters pursuant to Section 366.03, 366.04, 366.05, and 366.06, and 368.105, F.S.
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Territorial Agreement

As disclosed in the joint petition, both FPUC and Peoples have been independently
pursuing plans to extend their respective distribution systems to provide service to customers in
Nassau County. Peoples provides natural gas service to approximately 20,000 customers in
Duval County and one customer in Nassau County. Peoples had recently entered into a
transportation agreement with RockTenn, the owner of a large paper mill on the northern tip of
Amelia Island in Nassau County and FPUC had obtained commitments from over 200 potential
customers to take gas service from the proposed FPUC distribution system expansions in Nassau
County. When Peoples and FPUC became aware that a territorial dispute was imminent, they
entered into negotiations to address the provision of service in Nassau and Duval Counties. As a
result of those negotiations, Peoples and FPUC seek our approval of the January 24, 2012
Nassau-Duval County Territorial Agreement (the Nassau-Duval Agreement) that specifically
defines their respective territorial service areas in both Nassau and Duval Counties, pursuant to
Section 366.04(3)(a), F.S. This was considered necessary because of Peoples’ existing presence
in Duval County, the close proximity of Duval County to Nassau County, and the fact that both
Peoples and FPUC would be serving customers in Nassau County.

The Nassau-Duval Agreement provides that Peoples’ service area shall be (i) the
RockTenn Facility (and any expansions thereof), (ii) Peoples’ existing customer identified in the
agreement, and (iii) all of Duval County; FPUC’s service area shall be all of Nassau County
except those areas of the county reserved to Peoples by the agreement. Neither party currently
has any customers in the service area reserved by the other party by the agreement and the
agreement provides for no transfers of customers or facilities between the parties. Further, the
agreement provides that it would enable as many persons and businesses in Nassau County as
possible to receive economical and reliable natural gas service, avoid any territorial dispute
between Peoples and FPUC which would inevitably delay the provision of natural gas service by
either of the parties, and enable the parties to avoid any unnecessary duplication of facilities.

The Nassau-Duval Agreement will become effective on the date that our order approving
it becomes final and effective, and will continue in effect until termination or modification is
mutually agreed upon by the parties and approved by us, or until termination or modification is
mandated by a governmental entity or court with appropriate jurisdiction. Also, prior to the
second anniversary of its effective date, and no more than every fifth anniversary thereafter, the
Nassau-Duval Agreement requires the parties to meet and review the status of the agreement and
submit a joint status report.

FPUC Tariff Modifications

In its petition, FPUC indicated that it had received sufficient interest from potential
natural gas customers in both Nassau and Okeechobee Counties to provide economic
justification for extending service into those areas. FPUC indicated that for Nassau County it has
received executed agreements from over 200 commercial customers. Also, a market study
indicated that within the next three years, FPUC believes that over 1,500 new housing starts will
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occur and new commercial building is expected to double from current construction levels.
FPUC projects that approximately 400 residential customers and 240 commercial and industrial
customers will be served by the end of year five. Over the initial twenty year horizon, FPUC
expects to serve a minimum of 2,500 residential customers and 450 commercial and industrial
customers in Nassau County. FPUC indicated that the economic viability of providing service
into unserved areas is further enhanced with the proposed transportation service agreement with
PPC, as discussed herein, and expects to start providing natural gas service to customers in
Nassau County by mid November 2012.

For Okeechobee County, FPUC noted in its petition that no other distribution company
serves the area. Based on customer growth forecasts, FPUC projects that approximately 50
residential customers and 100 commercial customers will be served by the end of year five.
Over a twenty year horizon, FPUC expects to serve a minimum of 750 residential customers and
150 commercial and industrial customers. In order to provide service to Okeechobee County,
FPUC plans to interconnect with the Florida Gas Transmission interstate pipeline system which
runs about three miles north of the City of Okeechobee. FPUC will construct a city gate station
at the interconnection point and construct a 6-inch distribution main south into the City of
Okeechobee. FPUC has identified the location of approximately 90 commercial customers
located in or near the city limits and has designed distribution facilities capable of providing
service to each of these customers. FPUC currently has no firm contracts for service in the area.

Pursuant to Section 366.04(3)(a), F.S., we have jurisdiction to approve territorial
agreements between and among natural gas utilities. Pursuant to Rule 25-7.0471(2), F.A.C., in
approving territorial agreements, we may consider the reasonableness of the purchase price of
any facilities being transferred, the likelihood that the agreement will not cause a decrease in the
reliability of natural gas service to existing or future ratepayers, and the likelihood that the
agreement will eliminate existing or potential uneconomic duplication of facilities. Unless we
determine that the agreement will cause a detriment to the public interest, the agreement should
be approved. Utilities Commission of the City of New Smyrmna v. Florida Public_Service
Commission, 469 So. 2d 731 (Fla. 1985).

It appears that the Nassau-Duval County Territorial Agreement proposed by Peoples and
FPUC eliminates existing or potential uneconomic duplication of facilities, and does not cause a
decrease in the reliability of natural gas service to existing or future ratepayers. Therefore, we
find that the Joint Petition for the Territorial Agreement in Nassau and Duval Counties between
Peoples and FPUC is in the public interest and shall be approved, pursuant to Section
366.04(3)(a), F.S.

FPUC’s tariff modifications reflecting its extension of service into unserved areas in
Nassau and Okeechobee Counties are appropriate and shall be approved. We find that the
addition of Okeechobee County to the proposed tariff's description of the territory served only
represents a notice from FPUC that it intends to provide service in that area. Our approval of the
proposed tariff does not convey any exclusive territorial rights to FPUC for that county, nor does
it preclude another utility from challenging FPUC's right to serve Okeechobee County under
Section 366.04(3), F.S. and Rule 25-6.0441, F.A.C., when service is requested in the future.
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Revised Transportation Service Agreement between FPUC and PPC

On September 19, 2011, PPC filed a petition for approval of a transportation service
agreement with FPUC to enable FPUC to serve Nassau County. As noted previously, subsequent
to the original filing, concern about a potential territorial dispute in Nassau County led to
additional negotiations among Peoples, FPUC and PPC. The original agreement was therefore
modified reflecting the negotiations that included Peoples. On February 8, 2012, PPC filed a
petition for approval of an amended and revised transportation service agreement with FPUC to
be effective February 1, 2012.  Under the revised agreement, FPUC will pay PPC for the
transportation of gas from the FGT/Peoples interconnection through Peoples’ system and PPC’s
portion of the Fernandina Beach Line to points of delivery to FPUC in Nassau County. FPUC’s
payments to PPC are proposed for recovery through the Purchased Gas Adjustment (PGA).

To establish context, we first review PPC’s regulatory framework. PPC is an intrastate
natural gas transmission company subject to our jurisdiction under Chapter 368.101, F.S. PPC is
a subsidiary of Chesapeake Utilities Corporation (Chesapeake). In Order No. PSC-07-1012-
TRF-GP,' PPC received approval of an intrastate gas pipeline tariff that allows PPC to construct
and operate intrastate pipeline facilities and to actively pursue transportation agreements with gas
customers. PPC provides transportation service only, and does not engage in the sale of natural
gas. The tariff includes the general terms, conditions, and rules under which PPC can operate,

Pursuant to Order No. PSC-07-1012-TRF-GP and PPC’s approved tariff, PPC is allowed
to enter into certain pipeline projects without our approval, pursuant to negotiated contracts.
PPC’s tariff does not include rates and charges, as those would be negotiated individually based
on market conditions and the specific needs of each customer pursuant to Section 368.105(3),
F.S. Contracts between affiliated companies, however, must be specifically approved by us prior
to implementation.

FPUC’s discussions with potential intrastate pipeline providers, including PPC, began in
2008. Following the merger between Chesapeake and FPUC in October 2009, both PPC and
FPUC are now subsidiaries of Chesapeake. PPC therefore is required to seek our approval of the
revised agreement with FPUC, consistent with PPC’s tariff Sheet 12, Section 4(d).

FPUC considered several options to serve new load in Nassau County. Historically,
interstate pipelines such as FGT have made investments in physical extensions of transmission
laterals to a local distribution company’s growth areas. FPUC stated that it had discussions with
FGT and Southern Natural Gas Company, LLC (SONAT). Both FGT and SONAT operate
interstate transmission facilities close to Nassau County. However, FPUC stated that SONAT
was not interested in the project and the FGT cost estimate was not a viable economic option.

" Order No. PSC-07-1012-TRF-GP, issued December 21, 2007, Docket No. 070570-GP, In re: Petition for approval
of natural gas transmission pipeline tariff by Peninsula Pipeline Company, Inc.
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FPUC also reviewed its existing tariff provisions for funding expansion. The primary
mechanism is the Maximum Allowable Construction Cost (MACC). The formula under this
tariff provision showed that it was cost effective for FPUC to extend its facilities, based on the
expected load and associated revenues. However, FPUC determined that PPC’s proposal was
the best overall option. In addition, the PPC option allows for FPUC to grow into pipeline
capacity over time, keeping initial rates lower that they would otherwise be if FPUC had to
contract for a greater amount of capacity now, or run the risk of such capacity not being available
for growth later. Connection to Peoples through PPC would also allow multiple interstate
pipeline connections for FPUC to provide greater reliability and flexibility.

PPC states in the amended petition that the revised agreement was developed through an
“arm’s length” transaction. FPUC issued a request for proposal (RFP) to all potential entities
that could provide a valid proposal for the Nassau County project. FPUC states that it evaluated
the terms and pricing under each proposal received, and PPC was awarded the original contract
over other competitive bidders. Subsequently, further negotiations took place which included
Peoples as well as PPC, resulting in the revised agreement filed on February 8, 2012. FPUC
provided an evaluation of the bid responses, which indicates the PPC was ranked No. 1.> FPUC
evaluated the proposals based on several criteria such as cost, route, in-service date, and
capacity. PPC also provided information in response to our data request showing that the revised
agreement results in lower overall costs to FPUC when compared to the original agreement filed
in September 2011.°

The charges to FPUC under the revised agreement includes costs associated with: (1) the
transportation charges PPC will pay to Peoples for Peoples’ new investments discussed herein;
(2) PPC’s 46.46 percent pro-rata share of the new Fernandina Beach Line; and (3) PPC’s cost to
construct two wholly-owned laterals connected to the Fernandina Beach Line to serve FPUC in
Nassau County. The Fernandina Beach Line is the orange line shown on the map in Attachment
B.

FPUC is proposing to recover the payments to PPC under the revised agreement through
its PGA mechanism consistent with other gas transmission pipeline costs incurred by FPUC. We
note that in the annual PGA docket we do not set an actual factor, but a PGA cap. FPUC
provided information showing that the impact of the revised agreement on the PGA cap will be
minor (increase of less than 3 cents on the 2013 cap), and in future years the cap is projected to
decrease as a result of the revised agreement, as a result of new customers in Nassau County.

FPUC conducted a detailed market study of the Nassau County area which shows
significant potential for natural gas usage, and it already has signed commitments from over 200
commercial customers in Nassau County to convert to natural gas service. Many of these
customers are currently served by propane and switching to natural gas would result in a
significant cost savings. FPUC explained that it will recover its construction costs of the Nassau
County distribution system through revenues generated by its tariff rates charges to the

? The response is in Confidential Document No. 01463-12.
* The response is in Confidential Document No. 01466-12.
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customers. We reviewed the cost estimates contained in the confidential documents and find the
revised agreement between FPUC and PPC is prudent and shall be approved.

Gas Transportation Agreement between Peoples and PPC

To support the transportation agreement between FPUC and PPC discussed herein, PPC
entered into an agreement with Peoples which allows for the transportation of gas by PPC across
Peoples’ system. The agreement requires that Peoples install the gas distribution facilities and
equipment required to provide the transportation service. Because Peoples’ existing wholesale
sales tariff would not allow adequate recovery of the investment necessary to support Peoples’
transportation of gas for PPC, Peoples and PPC entered into this agreement. The agreement
allows for a fixed monthly charge for service similar to the capacity reservation charge paid to a
Federal Energy Regulatory Commission (FERC) regulated interstate pipeline for transportation
service. The charge is designed to recover Peoples’ cost of the investment. We approved a
similar arrangement between Peoples and the Florida Division of Chesapeake Utilities.* The
agreement was entered into on January 24, 2012 and has a 15-year initial term. Peoples will
begin to recover its investment for the extension of facilities upon the in-service date of the
facilities.

The agreement provides for the receipt of gas by Peoples from FPUC at Peoples’
interconnection(s) with FGT (receipt points), and the transport of that gas by PPC over Peoples’
system to the interconnect with the Fernandina Beach Line at the Nassau/Duval county line
(delivery point). At that point, the gas would be transported by PPC through the Fernandina
Beach Line which is jointly owned by Peoples and PPC. PPC would then construct laterals off
the Fernandina Beach Line to interconnect with FPUC’s distribution system.

Peoples currently has four interconnections with FGT and two with Southern Natural Gas
(SNG) west of Jacksonville. Thus, under the joint petition, no new interconnections with
interstate pipelines will be required in order to bring natural gas service to Nassau County.
Peoples and FPUC signed a capacity release agreement which allows Peoples to make a
temporary release of its interstate pipeline transportation capacity on FGT to FPUC. This release
allows FPUC to transport gas on the interstate pipeline for delivery to Peoples’ interconnect
point(s). The capacity release agreement itself does not require our approval, and may result in
savings to Peoples’ customers, because any reduction in capacity costs will flow through the
PGA to Peoples’ customers. The amount of the savings will depend on the quantity of capacity
released to FPUC.

The agreement provides for Peoples’ recovery of the following costs, including a return:
(1) Peoples’ replacement of 2.25 miles of Peoples’ existing 12-inch pipeline with 2.25 miles of
20-inch pipeline (white line on the map in Attachment B); and (2) Peoples’ incremental
construction costs to build a 16.2 mile 12-inch line instead of an 8-inch line from northern Duval
county to the Nassau/Duval County line (yellow line).

* Order No. PSC-07-0944-PAA-GU, issued in Docket No. 070399-GU, In_re: Joint Petition for approval of
territorial_agreement in Pasco County, master territorial agreement, and gas transportation agreement, by Peoples
Gas System and Florida Division of Chesapeake Utilities Corporation,
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Based on a contractual arrangement with RockTenn, Peoples had originally planned to
construct an 8-inch line originating at its existing 12-inch line in the North Jacksonville area and
terminating at the RockTenn facility. Under the revised agreement, the original 33.1 mile
extension will be divided into two segments. Instead of the originally planned 8-inch line from
North Jacksonville to RockTenn, Peoples will construct a 16.2 mile 12-inch line from North
Jacksonville to the Nassau/Duval county line. Peoples and PPC will then jointly construct and
own the 16.9 mile segment from the county line to connect with Peoples facilities serving
RockTenn (Fernandina Beach Line). PPC will then construct laterals to serve FPUC off this
Fernandina Line extension.

RockTenn is responsible for the construction costs associated with the originally planned
33.1 mile 8-inch pipeline extension from Peoples’ existing facilities in North Jacksonville to the
RockTenn facility. PPC will be responsible for the incremental cost for enlarging the 16.2 mile
extension from North Jacksonville to the county line from an 8-inch line to a 12-inch line.” The
cost of the Fernandina Line extension will be shared by PPC (46.46 percent) and Peoples (54.54
percent). PPC will recover from FPUC, under the revised transportation service agreement
discussed above, the 2.25 mile upgrade (white line), the incremental sizing of the 16.2 mile line
extension (yellow line), and PPC’s share of the Fernandina Beach Line (orange line). The total
cost for the projects was provided under confidentiality orders. Based on responses to the
information provided in the discovery, the proposed reservation charge contained in the PPC
agreement is designed to recover the cost to Peoples for the additional facilities necessary for
PPC to provide service to FPUC over a 15 year period.®

Peoples states in the joint petition that Peoples is capable of providing service to PPC
under the agreement without adversely impacting existing Peoples’ customers or affecting
Peoples’ ability to serve additional customers on its distribution system. We believe that
between rate cases the agreement will have no impact on Peoples’ base rates, and in a rate case
such investment is typically treated as a direct assignment facility and removed from the cost of
service study.

We have reviewed the agreement and the information provided by Peoples and PPC, and
find that the agreement is reasonable and cost based, and shall therefore be approved.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the territorial agreement
between Florida Public Utilities Company and Peoples Gas System is hereby approved. It is
further

ORDERED that Florida Public Utilities Company’s tariff modifications are hereby
approved. It is further

* The total costs were provided under Confidential Document No. 01546-12, pS.
¢ Ibid., pp. 11-22
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ORDERED that the tariff modifications become effective on April 10, 2012. It is further

ORDERED that the revised agreement between Florida Public Utilities Company and
Peninsula Pipeline Company is hereby approved. It is further

ORDERED that the gas transportation agreement between Peoples Gas System and
Peninsula Pipeline Company is hereby approved. It is further

ORDERED that the agreements approved herein are to become effective on the date this
Order becomes final and effective. 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 Commission Clerk, 2540 Shumard QOak Boulevard, Tallahassee, Florida 32399-0850, by the
close of business on the date set forth in the “Notice of Further Proceedings” attached hereto. It
is further

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

By ORDER of the Florida Public Service Commission this 9th day of May, 2012.

MNW

HONG WANG

Chief Deputy Commlssxon Clerk
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399
(850)413-6770
www.floridapsc.com

Copies furnished: A copy of this document is
provided to the parties of record at the time of
issuance and, if applicable, interested persons.

MFB
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NOTICE OF FURTHER PROCEEDINGS

The Florida Public Service Commission is required by Section 120.569(1), Florida
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders
that is available under Sections 120.57 or 120.68, 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 or judicial review 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.

As identified in the body of this order, our action, except for approving tariff
modifications, 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 Office of Commission Clerk, at 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-
0850, by the close of business on May 30, 2012. If such a petition is filed, 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. In the absence of such a petition, this order shall become
effective and final upon the issuance of a Consummating Order.

The Commission's decision on this tariff is interim in nature and will become final, unless
a person whose substantial interests are affected by the proposed action files 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 Office of Commission Clerk, 2540 Shumard Oak Boulevard,
Tallahassee, Florida 32399-0850, by the close of business on May 30, 2012. In the absence of
such a petition, this Order shall become final and effective upon the issuance of a Consummating
Order,

Any objection or protest filed in this docket 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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NASSALU-DUVAL COL

Y TERRITORIAL AGREEMENT

FTUS NASSAU-BUVAL COUNTY TERRITORIAL AGREBEMENT (this “Agreement 7)1
made and entercd to this 24 Jay of Janusry, 2012, by and buiween Peoples Gas System, a
division of Tampa Flectric Company, o Florda corporation ¢ PGS™). and Flerida Pablic Utilites
Company, o Flyida corporation (FPUHCT L POR and FPUC wre herainafler sometmes teferred (o
singuiarly as a “party” and collectively as the "parties.”

WITN

WHEREAS, FPLC and PGS are natural gas utlitizs subiect to the regulatory jurisdiction of

the Florida Public Service Commission ("Conumission™) under Chapier 366, Florida Startes: and

WIHEREAS, PGS has for muny yeurs provided matucal gas service to approximatety 20,000
custamers in Duval County. Florida, and currently has facilities for dw proviston of such service to
one customer 1 Nassan County, Florida:

WHEREAS, as pertinent to this Agreement. both FPUL and POS have been independently
pursuiag therr intentions o exwond their sespeative distribelion systems o provide sercice
customers i Nassau Coungy

WHFRBAN P20 bocame aware of FPUC < intentions through FPU s flinges with the
Commission of a petition wnd westunpsny m Docket No. 100063 -GU tor approval ol resavery of the
conts of a new contraet with Penimsuls Pipeline Compaoy. Inv.an atfiliate oUFPUC CPPOT S ol 4
petition i Bocket Vo THRI7HGLU for approvad of a PPC-FPUC nansportation serviee agreement.
and of a pettdon in Dacket Noo FER7T.GL for approval of new tarit] shecrs roflecting the bobding
ast ol nataral gas serviee by FPUL i Nassau Cownty? and

WHPRDAS PG has eoteved into agreements for the empavary release of interstate pipeline
capactiy and gas ransporiation with Rock Tenn CP, LLC . the owaer and operator of a paper producix
mifl at the gorth end ol Ameho hland in Fernanding Beach., Nassau County vbe “Rock'Tenn
Favihity 7y and

WIHEREAS, independent pursuit by gach of the parties of ther respoctive Nassau County
cxpansion plans would have inevirably ted (o a erritorial dispute between the parties: and

WHERFAS PGS imd FPUC have entered into agreements which widl Faciliue the pravisien
ol nareral pes service o customiers i1 Nassau County . and

WHEREAS, in order to ensble as many persons and businesses as possible within Duval and
Nassau Comies to receive econontcal snd reliable natural gas service. PGS and FPUC have entered
inte ths Agreement 1@ wvoid any unnacessary or uneconomic duplication of natural gays facilitics
whivh swould be contrary to Comnmission policies and dewrimental o the interests of thetr respective
castomers and the general pubhic, and 10 more rapidly expand the availability of natural gas service

1

24
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io potential eustomers in Nassau County by avoiding a lengthy and expensive terrrorial dispute and

WHERFAN, the Commission is empowered by the legislature of the Stae of Florida,
purstiant 16 Section 36640 ). Florde Starmres. 10 approve and supervise wiritonial apreciments
hetween amd amihg natiral gas wilitios

s atorosad, oed o conssderation of the

SO PHEREFORD. s fulGllment of the purpe
attaal cosenants ccd agreements heren conttined, which shall e construed as baing
mterdependent, the partes, subjet o and ypon the e and conditions hurern set fonh, agree a5

foilu

Neetion 1.

For purposges alins Agreement, the foilewing caplialized ferms shall have the meanings set
fortht helow:

crvice

Area” meuns al] of Nassau Couniy except thosye arcas thescodmeladed i the

I : Area” means (i Doval County, (i) the RockTenn facility and any
eapansion thereot by RockTenn CFLLELC, ity successors or assigna. and (151 the premises
fecated s 9559 Ford Road, Heyeevitle, Nassaw County, Flogida 32009,

R T meins the paper products mill at the nouth end o1 Amelia {sland
i Fermanding Re au LCounty, ownad and operated by RockTonn CPULLC,
Section 2,

fay T'he service area reserved hereunder for PGS shalt consist af the POS Service Area.
As between the parties, POS shall have the authority 10 serve all customers within said arca.

thy e service area reserved hereunder for FPUC shall consist of the FPUC Servige
s hetween the partics, FPUC shall have the authority o sers e all custamers withon said area.

W Fxeopt as speaifically otherwise provided herem, cach parey agrees that it will not
provide or otfer to provide notural gas servipe to existing or putential customers within the service
arca herein ieserved W the waher party.

id) Erxeept as specifically otherwise provided herem, nothing in this Apreement is
ntensded o affeet the gate stations, regulairs. or wis mains of one party wheeh are mow or which
may 1 the futsre b Toseted i the sorvive areaof the other party and ans problems benween the
partics ivolving these [y pes of tacilities shall be setthed at the goneral office Jevel ol e parties No
sueh Tacilitles shall e wed by odie party ts provide patural gas service fo castotiers fovated in the
service ren reserved hereunder ¢ the other party
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te) This Agreement shall have no eflect on the boundaries of the respective sen ice arcas
of the parties hereto as the same mray now or bereafter exast except as specitvally provided herein,

Section 3. Netwithstandiog the provistons of Secuos 2, enther party oy request that the
otlwr party provide natural gas serviee o potental customers m(’nn the service ates resernved
hereunder to the requesting party. The party recetving the request may elect 1o provide servige to
such potential customers in s sole diseretion subject 1o the approvat of the Commission.

Section 4. o party deterimines. in g specitic mstance. hiat good engineering practices or
evonumne consteaints on that party indicate that ooy small service area andior fidure natural pas
custemer within that party s servise arca under Section 2 hereof should not be served by that party,
such party shall oolify the other party and request the other party w serve such small service ares
amlior potential cusiomer, I the parties reach sgreement thereon, the parties shall jointdy and
expusditiousty seck approval of the Commuission for modificition of' this Agreenment s order to permat
the appropriate party o provide such service to such small service aren and:or future notural gas
custaer,

Section 5. This Agreement. alter execution by the partics. shall be submitted jointly by
the parties to the Commission for approval. It shall becone effective on the date that a Commission
crder approving it becomes final and effective (the “Effective Date™), and conlinge in effectunti}

wrmination of modification shall be mutually agrexd upun by the pariies and approved by the -

Commigsion. or until erminacon or modification shall be mandaied by g govermental entity ur
court with appropriate junsdichon, I the event that the Comimission declines to approve this
Agreement, the same shall be of no force or effect, and neither party shall have anv claim against the
other arising vul of this Agreement

Seetion 6. Prior to the second unniversary ot the Fffective Pate and noomore than every
fifths anniversary thereatior. the Parttes shall meef to review the status of thiy Agreoment and shail
submir a ot status report 1o the Commission (o any successor agency with power (0 consider
approval or idifivaiion hereol).

Scetiun 7, Axsoon as practicable after the Effectis ¢ Date, cach party agrees to file any
revisions 1o 1S taritts on file with the Commission wiich avny be required an o vesalt of the
Commission’s approval of this Agreement, and shall provide a copy of any such it revisions to
the other party upon thetr tiling with the Commission.

Section B. ‘The faiture of either party to enforee any provision of this Agreement m sy
nstanes shall nor be construed as @ waiver or relingquishment on its part of any snch provision butthe
wane shall nevertheless be and remain o full foree and eflect. :

jection 9. Vhis Agreernent shall become void and unenforceable it the Commission’s

Jurtsdiction with respect 1o approval and supervision of territorial agreements between natural gas

ntifities is terminated by statute or ruled invalid by a court of linal appeitate jurisdiction.

ted
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Seetion 10, This Agreenwnt shall be governed by the Taws of the State of Florwda

Section 11, 1Thig Agrecment does nol provide for the traus{er of any existing custmiers or
factinics.

Sgetion 12 All nonces under tus Agreement shadl be i wrivting and muy he sent by
taosimile, anationally revognized overnight courier service, first class mail or hand delivery, o the
partics at the addresses and facsimile numbers set forth helow:

P TobkpiC:
Prestdent Vice PresidentBusiness Development amd Gas
Peoples Gas System Operations
N brankhn Suea Flortda Public Vttlitles Company
Lnopa, Flonda Y3602 1015 67 Srrest, N W
Phone: (8133 2284111 Winter Haven, Flonda 33881

s 28 AR : Phong (RO 3y v

v
S

Facsinuile (813

with a copy 0

Peoples Gay System
Atientione Creneral Counsel
202 N Franklin Sirect
Taropa, Fonda 33602
Phone: (813 228411}
Facsimile: (813 228-1328

Netwees shall by deemed given when reeeived on a business day by the addressee, inthe
absence of proot ol the actaal receipt date, the following presamptions shall apply. Notices sent by
taenimile shall be deemed 1o have been received upon the sending parts’s recerpt of Hs faesimile
maching’s conlirmation of successful transmission, Hthe day on which such tiosimile s received is
not g business day or, the receipt i atter 3 00 pome on & business Jay . then such faesimile shatl he
degrmed tw have been received on the nest sueeeeding business day Notee by enermght man] or
ceurr shall be decmed S have boen received an the nest business day alier i wus sent or such
earfier time as 1s cenlirmed by (he veceiving party . Notice by st cluss mail shall be deemed o hive
Been recerved on the third business day followng deposit in the mail - A party may from time (o time
chunge the address o whish notice hereunder i3 1o be sent by providing notice 1o the other pagty
purswant io this section,

Section 3. Thus Agreement, onand after the Bffeetive Date, shall be binding in accordance with
its ternis upno the parties hereto and their respective successors and assigns with regard 1o the reta)
distribution of nawral gax. This Agreement shall not affect or bind atfibiates or subsidiunes o PGS
and FRUC,
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IN WHINESS WHEREOF, the parties hereto bave caused this Agreement to be exevuted by

therr duly autharized officers as of the duwe and year first above suted.

PROPLES GAS SYSTEM, a division of
Tampa Eleetric Company

Vice President - Fuels

FLORIDA PUBLIC UTILITIES COMPANY
;
I

2{{
By T g -
JETfry Lotseholder
Pragident ‘
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