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P 308 -G
Ms. Blanca S. Bayo, Director
Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, Florida 32399-0850

Re: In_re; Notice of Execution of Settlement Agreement and
CTS 4 . To The E Reauired. Potition
Expedited Approval, Docket No.

Dear Ms. Bayo:

Enclosed for filing in the referenced matter are the original and 15 copies of St.
Joe Natural Gas Company, Inc.'s Notice of Execution of Settlement Agreement and
CTS Agreement and, To The Extent Required, Petition for Expedited Approval. Also

enclosed is a copy for our records to be date stamped by you and returned to our office.

= Thank you for your consideration in this matter.

Sincerely,

HOLLAND & KNIGHT

W

Bruce Mn.;a‘
DBM/mmb
Enclosures
cc:  Mr. Stuart Shoaf
Joe McGlothlin, Esq.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for Expedited

Approval of Settlement Agreement Docket No.: .~ i

and CTS Agreement by ST. JOE '

NATURAL GAS COMPANY, INC. Filed: September 15, 1997
/

St. Joe Natural Gas Company, Inc. ("SJNG"), by and through undersigned
counsel, hereby notifies the Florida Public Service Commission ("Commission”) that on
September 8, 1997, SING and Florida Coast Paper Company, L.L.C. ("FCPC") executed
a Settlement Agreement and Contract Amendments ("Settlement Agreement”) and a
Service Agreement for Contract Transportation Service ("CTS Agreement”). The
executed agreements do not deviate substantially from SING's filed regulations and
rates that the Commission has already approved. However, out of an abundance of
caution and to the extent additional approval is required, SING requests that the
Commission approve on an expedited basis the Settlement Agreement and the CTS

Agreement.

Introduction
1. The name and address of Petitioner is:

St. Joe Natural Gas Company, Inc.
Post Office Box 549
Port 8t. Joe, FL. 32456
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2 All pleadings and correspondence should be directed to:
D. Bruce May
HOLLAND & KNIGHT LLP
P.0. Drawer 810
Tallahassee, FL 32302
Attorneys for St. Joe Natural Gas Company, Inc.
and
Mr. Stuart Shoaf, President
St. Joe Natural Gas Company, Inc.

Post OfTice Box 549
Port St. Joe, FL 32456

Background

3. SJING is a public utility subject to Commission regulation pursuant to
Chapter 366, Flc.ida Statutes. SING's general offices are located at 301 Long Avenue,
Port St. Joe, Florida.

4. SJNG has historically provided natural gas service to a paper mill and
production facility located in Port St. Joe, Florida (the "Facility”). Prior to May, 1996,
the Facility was owned and operated by St. Joe Forest Products Company, Inc.
("SJFP"), and the transportation and sale of natural gas service to the Facility was
made pursuant to three agreements: (i) Service Agreement for Large Volume Service
dated November 28,1989; (ii) Sale and Purchase Agreement dated August 23, 1991; and,
(iii) Large Interruptible Service Agreement dated December 13, 1993 (collectively
referred to as the "SJFP Agreements”). Copies of the SJFP Agreements have been

attached hereto as Composite Exhibit A.




5. On or about May 30, 1996, SJFP sold the Facility to FCPC and, in
connection therewith, assigned the SJFP Agreements to FCPC. A dispute subsequently
arose regarding the terms and conditiona of the SJFP Agreements and the rights and
duties of the parties thereunder. As a result, SJNG brought suit against the successor
in interest to SJFP in the Circuit Court for Duval County, Florida, Case No. 97-03190-
CA, Division CV-H. FCPC moved to intervene in that litigation.

6. On September 4, 1997, after considering the contested issues, the expense
of resolving such controversies through litigation, and the benefits that will be realized
by the parties and SING's customers from certain agreed-upon terms resolving the
controversies, SING and FCPC executed the Settlement Agreement and Contract

Amendment (attached as Exhibit B) and the CTS Agreement (attached as Exhibit C).

7. The operative terms of the Settlement Agreement and the CTS Agreement
do not deviate substantially from the utility's approved tariff. Furthermore, the
applicable rates under the two agreements do not deviate from SJNG's standard rate

schedules, which this Commission has recently approved. See [n re: Petition for
Order

No. PSC-97-0526-FOF-GU, as clarified by Order No. PSC-97-1014-FOF-GU. SJNG,
therefore, respectfully submita that the Settlement Agreement and the CTS Agreement
do not require specific Commission approval. However, out of an abundance of caution

and to the extent approval is required, SING respectfully submits that the execution




of the agreements is reasonable and prudent and requests approval of the agreements
for the following reasonas:

a. The Settlement Agreement and CTS Agreement will fully resolve
all claims and controversies between SING and SING's largest customer —~FCPC. This
amicable resolution of the disputes is in the best interest of the utility and its
customers. The settlement will avoid complex litigation that would otherwise require
SJNG to expend substantial time, money and resources to the detriment of efficient
utility operations.

b. The Seitlement Agreement and CTS Agreement, among other
things, will delineate the minimum take obligations of FCPC during the terms of the
sgreements, the mechanism by which FCPC may access the prepaid gas account
previously established under the SJFP Agreements, and will further specify the terms
and conditions under which natural gas transportation service will be provided to the
Facility.

¢ The rates established under the Settlement Agreement and CTS
Agreement track exactly the rates which the Commission has previously approved for
SING. Moreover, the Settlement Agreement and CTS Agreement are structured so as
to substantially conform to the form service agreements which the Commission has
previously approved as part of SJING's tarill.

8. In summary, the Settlement Agreement and the CTS Agreement will fully
resolve all claims and controversies between SING and FCPC, will confurm the SJFP

Agreements to the operating characteristics of the Facility's new owner, and will specify




the terms and conditions under which natural gas transportation service henceforth will
be provided to SING's largest customer.

WHEREFORE, SING respectfully requests that the Commission addresa the
petition on an expedited basis and enter an order: (i) finding that it is reasonable and
prudent for SJNG to execute the Settlement Agreement and CTS Agreement; and (ii)
to the extent required, approving said agreements. SJNG also reques:iz that the
Commission grant such other relief as it deems appropriate.

Respectfully submitted,

/ S

|Bruce May Q
rida Bar No. 73

HOLLAND & KNIGHT LLP
P. O. Drawer 810

Tallahassee, FL. 32302
(904)224-7000

Attorneys for 5t. Joe Natusal
Gas Company, Inc.

TAL-114869




SERVICE AGREEMENT
FOR
LARGE VOLUME SERVICE
THIS AGREEMENT, entered into this j&ﬁgﬁ day of Hovember,
1989, by and between ST. JOE HNATURAL GAS COMPANY, INC., a
corporation, of the State of Florida, (hereinafter called
"seller"), and ST. JOE FOREST PRODUCTS COMPANY, (hereinafter

called "Buyer").
WITHNESSETH:

WHEREAS, Buyer wishes to purchase natural gas, on a filrm
basis, from Seller and Seller wishes to sell and deliver natural
gas to Buyer.

NOW, THEREFORE, in consideration of the premises and of
the mutual covenants and agreements herein contained, the receipt
and sufficiency of which are hereby acknowledged, Seller and

Buyer do covenant and agree as follows:

ARTICLE 1
Quantities
1. The Maximum Daily Contract Quantity ("MDCQ") shall be
set forth in Exhibit "A"; however, "First Revised Exhibit A"
attached hereto shall supurlad; original Exhibit "“A", attached
hereto, in its entirety, upon the occurrence of all of the
following three eventsa:
a. The "in-service date of Phase II facilities" as
that term is defined in the Stipulation and
Agreement filed by Seller's pipeline supplier on
October 16, 1989, in Docket Nos. RPB9-50, et al;s

1

Composite Exhibit "A"




and,

b. 5t. Joe Natural Gas Company (Seller) obtaining
lon term debt to finance construction of
facilities necessary to deliver the FPhase II
incremental volumes of gas to Buyer; and,

c. St. Joe MNatural Gas Company's (Seller's)
completion of construction of facilities necessary

to deliver the Phase II incremental volumes of gas
to the Buyer.

This MDCQ shall be the largest quantity of gas that the
Seller is obligated to sell and dellver to Buyer and Buyer is
entitled to receive as firm natural gas for use in its facilities
supplied by Buyer during any one day under this Rate Schedule
Large Volume Service ("LVS") at the Point(s) of Delivery set
forth in Article IV of this Agreenment.

2. The Maximum Annual Contract Quantity ("MACQ") shall be
set forth in Exhibit "A" or "First Revised Exhibit A" should
original Exhibit ¥"A" be superseded by the terms of this
agreement; provided, however, that the MACQ shall not exceed the
sum of the seasonal MDCQ's set forth in Exhibit "A" or "First
Revised Exhibit A", if applicable, times the number of days in
the applicable season. This Maximum Annual Contract Quantity
shall be the largest guantity of gas that Seller is obligated to
sell and deliver to Buyer and Buyer is entitled to receive as
firm natural gas for use in its facilities supplied by Buyer
during any Service Year under this Rate Schedule LVS at the
Point(s) of Delivery set forth in Article IV of this Agreement.

3. Buyer shall on request furnish Seller estimates of

daily, monthly and annual gas requirements as far in advance as




reasonably possible.

ARTICLE I1
Rate Schedule

1. Buyer shall pay Seller, for all service rendered
hereunder, the prices established under Seller's Rate Schedule
LVvS as filed with the Florida Public Service Commission ("FPSC")
and as sald Rate Schedule may hereafter be legally amended or
superseded.

2. This Agraement in all respects shall be and remain
subject to the applicable provisions of said Rate Schedule and of
the General Terms and Conditions of Seller on file with the FPSC
(as the same may hereafter be legally amended or superseded), all

of which are made a part hereof by this reference.

ARTICLE II1
Term of Adreement

1. This Agreement shall be effective on the Effective
Date defined in Section 2 below and shall continue in effect for
a primary term of five (5) years; however, upon the occurrence of
all of the following three events:

a. The "in-service date_of Phase II facilities" as
that term is defined in the stipulation and
agreement filed by Seller's pipeline supplier on
october 16, 1989 in Docket MNos. RPB9-50, et al:
and,

b. St. Joe Natural Gas Company (Seller) obtaining
long term debt to finance construction of
facilities necessary to deliver the FPhase II
incremental volumes to Buyer; and,




C. 8t, Joe HNatural Gas Company's (Seller's)
completion of construction of the facilities
necessary to deliver the Phase II incremental
volumes of gas to Buyer,
this agreement shall continue in effect until the leong term debt
obtained by St. Joe Natural Gas Company to finance construction
of the additional facilities to deliver the Phase II incremental
volumes to the Buyer is discharged or paid in full.

This agreement shall continue thereafter from year to year
unless and until terminated either by Seller or by Buyer upon one
hundred eighty (180) days prior written notice to the other
specifying a termination date at the end of such period or any
yearly period thereafter. It is understood that Seller does not
have and, notwithstanding Seller's good faith efforts, may not
have in the future, sufficient gas supplies to supply Buyer with
the quantities of gas specified in the service agreement for the
term of such agreement. Buyer shall not hold Seller liable in
damages or otherwlse for extending the term of any agreement, or
for any volumes of gas which customer is not permitted to receive
as a result of curtailment of deliveries by Seller pursuant to
the general terms and conditions of the curtailment plan and the
gas tariff of the Seller on file with tue rvsul, except to the
extent that such extension or. curtailment is shown to be the
result of Seller's negligence, bad faith, fault or willful
misconduct.

2. This Agreement is expressly subject and contingent
upon (i) the approval by the Federal Energy Regulatory Commission
("FERC") of the Stipulation and Agreement filed by Florida Gas

4




Transmission ("FGT"), on October 16, 1989 in Docket Nos. RP89-50,

et al., (stipulation and Agreement), and approval by FPSC, and

(ii) receipt by Seller of all other approvals required to
effectuate the proposed service hereunder, Including all
necessary authorizations from federal, state, local or municipal
agencies, or other government authorities. It is expressly
understood that all such approvals shall be in form and substance
satisfactory to both Seller and Buyer in the exercise of their
reasonable, good faith judgment, and shall be final and no longer jﬁﬁf
subject to appeals prewided, housuer,—that Ssller—at—ite—eption
mlp—nla-b-#‘—uaiMt—ih.-amnd4ti.nn-thnt—fﬂch-upprwvwin—hn—44nalfﬁ{a
and/or na_longer—eubiect—4o—appead~ Upon satisfaction of the

above conditions, this Agreement shall be effective and service

; Jrﬂ

shall commence on the Effective Date of the Stipulation and

Agreement filed by FGT on October 16, 1989 in Docket MHos. RPBE9-

50. et al.

ARTICLE IV
Point(s) of Delivery

1. The Point(s) of Delivery for all natural gas purchased
under this Agreement shall be at the Point(s) of Delivery as set
forth in Exhibit "B" attached hegreto.

2. The Maximum Daily Quantity at any Point of Delivery
shall be the gquantity (in therms) set forth in Exhibit "B"
attached hereto. The aggregate of the maximum daily quantities
for all Point(s) of Delivery set forth on Exhibit "B" may exceed
Buyer's MDCQ, but shall not operate to increase the MDCQ or

5




Seller's delivery obligation as set forth In Article I of this

Agreemant.

ARTICLE V¥
Notices

All notices and communications with respect to this
Agreement shall be in writing and sent by prepaid mail to the
addresses stated below or at such other address as may hereafter

be designated in writing.
ADMINISTRATIVE MATTERS AND PAYMENTS:

Seller: S5t. Joa Natural Gas Company
Post Office Box 549
Port St. Joe, Florida 32456

Attention: Stuart L. Shoaft
Buyer: B8t. Joe Forest Products Company

Post Office Box 190
Port St. Joe, Florida 32456

Attention: ?EA{E@I{‘?

ARTICLE VI
Miscellaneous

1. THE INTERPRETATION AND PERFORMANCE OF THIS AGREEMENT
SHALL BE IN ACCORDANCE WITH THE LAWS OF THE STATE OF FLORIDA.

2. This Agreement shall bind and benefit the successors
and assigns of the respective parties hereto.

3. This Agreement cancels and supersodes, as of its
effective date, the existing agreement relating to the sale of
gas by Seller to Buyer as follows: All existing agreements for

service under Seller's Contract Interruptible Service Rate

6




Schedule betwean Seller and Buyer, Buyer's predecesscors in
interest and all of its divisions, whether or not the same have
been approved by the FPSC.

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement by their duly authorized offf~ials on the dates set

forth below.

ST. JOE NATURAL GAS COMPANY ST. JQE FOBEST PRODUCTS COMPANY
By P s i > o By &y |
Title President Title &#PMA%‘

ATTEST. ATTEST:

¥ = Br___5512;b4ﬁ£; m. E?ﬁtntd{J
Title_ Vice-President Titm_w_,.dgﬂﬁg%
Pate %5 45?! Date w-2€-£5




FIRST REVISED EXHIBIT "A"
TO
LARGE VOLUME SERVICE AGREEMENT
BETWEEN
ST. JOE NATURAL GAS COMPANY
AND

ST. JOE FOREST PRODUCTS COMPANY

Maximum Daily Contract Quantity:*

During each day of the month indicated below, the HMDCQ
applicable hereunder shall be as set forth below:

Period MDCO (therms)

October 67,722

Hovember - March 62,000

April 46,111

May - September 46,111
Maximum Annual Contract Quantity: 19,899,695 therms

This First Revised Exhibit A shall supersede original
Exhibit A attached hereto in its entirety on: 1) The "in-
service date of the Phase II Facilities", as that term is defined
in the Stipulation and Agreement filed by Seller's pipeline
supplier on October 16, 1989, in Docket Nos. RP83-50, gt al: and
2) Upon St. Joe Natural Gas Company's completion of construction
of facilities necessary to deliver the Phase II incremental
volumes of gas to the Buyer.

* Buyer and Seller agree to amend this First Revised Exhibit A
and First Revised Exhibit B to be effective concurrently with the
"in-service date of the Phase II Facilities" to reflect any
conversions to firm transportation service exercised by Buyer
subsequent to the date of this Exhibit.




FIRST REVISED EXHIBIT “B"

TO
LARGE VOLUME SERVICE AGREEMENT
BETWEEN
ST. JOE NATURAL GAS COMPANY
AND
Point(s) of Deliverv:
Description of Point(s)
of Delivery Maximum Daily Quantities+
(therms)
oct Hov-Mar Apx May-Sep
1. SJING - FP §1,2#%# 67,722 62,000 46,111 46,111
TOTAL MDCQ 67,722 62,000 46,111 46,111

This First Revised Exhibit B shall supersede original
Exhibit B attached hereto in its entirety on the "in-service date
of the Phase II Facilities", as that term is defined in the
Stipulation and Agreement filed by Seller's pipeline supplier.

*+ Seller shall not be obligated to deliver on a firm basic
volumes in the aggregate under Buyer's Service Agreements under
Rate Schedules LVS and CTS or any other firm rate schedule of
Seller which exceed the Maximum Daily Quantity specified for each
point.

*% 5t. Joe Natural Gas - S5t. Joe Forest Products Meter Hos. 1 & 2




Exhibit "A"

SALE AND PURCHASE AGREEMENT

8t. Joe Natural Gas Company, Ine.
And

8t. Joe Forest Products Company

Rugust 23, 1991




BALE AND PURCHASE AGREEMENT

THIS SALE AND PURCHASE AGREEMENT made this 33‘4 day of
August 1991, by and between BT. JOE MATURAL GAS COMPANY, INC.
hereinafter referred to as "Seller" and B8T. JOE FOREST PRODUCTS

COMPANY hereinafter referred to as “Purchaser".

WITNEBBETH
WHEREAS, Seller has agreed to procure a loan through

NCNB Mational Bank of Florida ("NCNB") P hereinafter

referred to as "Lender", of up to Three Millien Dollars
{$3,000,000.00), which loan is or will be evidenced by certain loan
documents attached hereto as Exhibit "A" and which shall be
guaranteed by Purchaser.

WHEREAS, the Lander has agreed to make credit avallable
to Seller on substantially the terms and conditions set forth in
the documents attached hereto as Exhibit "A" to finance the
construction of an eight inch (8") natural gas pipeline from the
Florida Gas lateral in Overstreet, Florida to Seller's existing
meter station located at the intersection of Kenney Mill Road and
county Road 382 in Gulf County, Florida.

FOR AND IN CONSIDERATION of Ten Dollars {$10.00) and
other good and valuable consideration, receipt of which is hereby
acknowledged, Purchaser hereby agrees to purchase and tha Seller
hereby agrees to sell or transport natural gas at the volumes

hereinafter set forth:




I

pefinitions

(a) Demand Charges = demand rate multiplied by the sum

of the maximum daily contract quantity for the billing month in

gquestion.
(b) Florida Gas Transmission Company, Inc. - Sellers

sole interstate natural gas transmission supplier engaged in the
business of purchasing, transporting, and selling natural gas.
(c) Gas Bill - Commodity rate multiplied by the guantity

of natural gas, stated in therms, delivered to Purchaser during the

billing month in question, including the customer charge per

Seller's applicable gas tariff rate which is presently $1,000.00.

(d) Large Volume gervice Gas Rate - gas rate is defined

in the service agreement for large volume service dated the 28th

day of November, 1989 between Seller and purchaser which 1is

presently established at 4.85 cents per therm.

(e) Lender =

(£) Loan Documents = certain obligation of Seller to

Lender for financing the eight inch (8") pipeline, as attached

hereto as Exhibit "A".

(g) Monthly Net Proceeds - those profits derived from

in excess of 541,667 Ctherms per month less expenses.

1 audit monthly net proceeds on

sales
seller's outside accounting firm wil
a monthly basis upon Purchaser's request.

(h) Bervice Agreement - agreement between Purchaser and

seller for gas service dated November 28, 1989 attached hereto as




- & .

Exhibit "B" (as the same may hereafter be legally amended or

superseded) .

(i) Therm - Seller's billing unit of natural gas equal

to one hundred thousand British Thermal Units (BTU's).

II

gale and Purchase

(a) Purchaser hereby covenants and promises to purchase

and/or transport an average of at least 1,895,808 therms of gas per

month which corresponds in part to an amount of $91,947.00 in non-

fuel charges and shall make a good faith best effort to use such

average monthly amounts of natural gas during the duration of this

agreement regardless of the price of alternate or substitute fuels

and to make the direct payment to Lender, to pay the applicable

demand and associated commodity charges as described in II(b) and

{c) below.

(b) Purchaser agrees to make a direct payment to Lender

on behalf of Seller in the amount of $ 39390 . 45 pursuant to

hed hereto as Exhibit "A", reqgardless of

the loan documents attac
actual therms sold and/or delivered by Seller to Purchaser in any
given month during the term of this agreemant.

(c) Should purchaser fail to use 1,895,808 therms of gas

during any given month during the term of this agreement for any

given reason whatsoever including but not 1imited to Seller's or

its supplier's inability to deliver natural gas due to unexpected

pipeline capacity or gas supply limitations, capacity restraints

3




caused by operating conditions or force majeure,

curtailment, etc.,

purchaser agrees as follows:

(1)

(i1)

(111)

(iv)

1f, in any mo

delivery of gas not taken or pay an

for any g

1I(c)(ii) and/for II(c) (iii) above,

of these events, Purchaser shall be entit

prepaid gas to the

iven month this shall constitute prepaid

to ' pay the required monthly demand in
accordance with that certain service agreement
dated the 28th day of November, 1989 between

galler and Purchaser: and,

to pay the gas bill for the actual therms
used, if any, less a credit in the amount paid
by Purchaser directly to Lender on behalf of
Seller pursuant to II(b) above for the month,
with the understanding such amount may
represent a negative balance, where such
negative balance shall be considered "prepaid
gas" as set forth in Section III,

in the event Seller's net gas bill rendared in
II(ii) above is less than the actual costs of
gas delivered to purchaser during the month,
Seller shall have the option to invoice
Purchaser an amount not to exceed the actual
cost of gas delivered in the given month and
said amount shall be erodlited to Purchaser as
“prepaid gas" as set forth in Section III.

Seller will account for all monthly net
proceeds as defined under I(g), which may
accrue during the duration of this agreement,
and any accrued monthly net proceeds will be
used first, to offset any pre-paid gas which
may accrue to Purchaser under I1I(c)(ii) or

IXI(c) (iil).

11X
Frepaid Gas

nth, Purchaser is required to pay for
amount up to actual gas caosts

gas as in

then and only in either or both

led to receive credit for
axtent monthly net proceeds exist from prior
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sales and/or deliverlies of natural gas and from therm sales and/or

deliveries of natural gas in excess of 1,895,808 therms in any

given subseguent month.

costs of demand charges as set forth in t

pPurchaser remains obligated to pay all
he Service Agreement

wB" and prepayments will not be credited

attached hereto as Exhibit

against demand charges. Interest on such prepaid gas shall accrue

annually at the prime rate as determined by the base rate on

corporate loans at large U.S. Monay Center Commercial banks as

published in the Wall Street Journal for the last business day of

the billing month. Interest shall commence to accrue on such

prepald gas from the day actual payment of said prepaid gas is made

by Purchaser.

v

Reduction of Seller's Large volume Bervice Gas

In the event the Public Service commission of the State

of Florida reduces the Seller's large volume service gas rate which
established at 4.85 cents per therm, the Furchaser

is presently

shall continue to pay 4.85 cents per therm until such time as
as set

celler's obligation to Lender, its successors or assigns,

forth in the loan documents _[and any subseguent refinancing

thereof) attached hereto as Exhibit "A" is satisfied or discharged,

and the difference between the large volume service gas rate in

effect and the 4.85 cents per therm actually paid by Purchaser

shall be deemed a loan by purchaser to Seller to be repaid by

Seller as follows:

.



(a) Seller shall repay any such amounts due and owing to

Purchasers which accrues pursuant to section IV above by cash or

its equivalent value in natural gas.

(b) Interest on such amounts accrulng pursuant to

section IV above shall accrue at the prime rate as determined by

the base rate on corporate loans at large U.S5. Money Center

commercial Banks as published in the Wall Street Journal for the

last business day of the billing month and such amounts plus

interest shall be payable on or before 5 years after the date of

Seller's obligation to Lender, its successors or assigns, as set

forth in the loan documents (and any subsequent refinancing

thereof) attached hereto as Exhibit "A" is ultimately patisfied or

discharged.

v

Event of Default

wEvent of Default" wherever used herein means any one of

the following events (whatever reason for such event of default and

whether it shall be voluntary or involuntary or be affected by

operation of law or pursuant to any judgment decree order of any

court or any order, rule, Or regulation of any administrative or

governmental body).

(a) Failure of the purchaser to make a good faith best

effort to burn at least 1,895,808 therms of natural gas per month

seller's obligation to Lender, its

during the duration of
n the loan documents (and any

successors or assigns, as set forth i




subsequent refinancing thereof) attached hereto as Exhibit "A"
regardless of the cost of alternate or substitute fuel price.

(b) Failure of Purchaser to pay (i) the direct payment
to Lender on behalf of Seller in accordance with 1I(b); and/or
(ii) the reguired monthly demand charges as set forth in the
Service Agreement between Purchaser and Seller dated the 28th day
of November, 1989 and any legal amendments or changes thereto;
and/or (iii) failure of the purchaser to pay the monthly gas bill:
and/or (iv) the failure of the Purchaser to pay as may be required
in accordance with II(c)(iii).

(c) Failure of Seller to credit Purchaser with any pre-
paid gas which may have accumulated pursuant to the terms of this
agreement.

THE PARTIES to this agreement understand that TIME I8 OF
THE ESSENCE and such direct monthly installments due to Lender and
such payments for natural gas billings shall be made by Purchaser

on or before the 20th day of April , 1992 and on or

before the same day of each and every consecutive month thereafter
until Seller's obligation to the Lender, its successors or assigns,
as set forth in the loan documents (and any subsequent refinancing
thereof) attached hereto as Exhibit "A" is satisfied or discharged.
Seller's obligation to ruilhura; prepaid gas survives the term of
Seller's obligation to Lender, its successors or assigns, under the
loan agreements (and any subsequent refinancing thereof) attached
hereto as Exhibit "A", however, shall be refundable only in

accordance with the provisions contained in Section I1I Prepaid




VI

Risks and Standards of care

Seller acknowledges that it has obtained financing and

has become obligated to the Lender as represented in the loan

documents attached hereto as Exhibit "A"™ and reliance upon

Purchaser's covenants and agreements to purchase gas as set forth

in the body of this agreement. Each party of this agreement has

de aware of the others financial condition and credit-

been ma

worthiness. Notwithstanding other provisions to the contrary,
e to construct a eight inch

the

sole responsibility of Seller shall b

(8") gas main from the existing Florida Gas Transmission Company's

lateral to Port St. Joe, Florida to enable purchaser to increase

their use of natural gas. while Seller is obligated to construct

said line it makes no warranties or representations as to the

quantities of natural gas obtainable through Florida Gas

Transmission Company other than those warranties or representations

that Seller has from Florida Gas Transmission Company.

VII

E1Ehl_Iﬂ_L!!1§n_ﬂﬂnihllﬂﬂli_llﬂﬂllﬂl

Seller shall have the right to assign any or all of thelr

right to monthly net proceads (as defined under I(9) abovae)

n of the eight inch (8*) pipeline pursuant

generated by the additio
ity for payment of the loan

xhibit “A".

to this document to the Lender as secur

set forth in the loan documents attached hereto as E




VIII

Purchaser shall protect, indemnify and save harmless
seller from and against all liabilities, obligations, claims,
damages, penalties, causes of action, costs, and expenses imposed
upon or incurred by or asserted against Seller by reason an event
of dafault or breach by Purchaser under the terms of this purchase

and sale agreement; 1ikewise, Seller shall protect, indemnify and
save harmless Purchaser from and against all liabilities,

cbligations, claims, damages, penalties, causes of action, costs,

and expenses imposed upon Or incurred by oOr asserted against

purchaser by reason an event of default or breach by Seller under

the terms of this purchase and sale agreement.

IX
Miscellaneous

(a) Seller agrees not to seek a rate increase above the

current rate which has been established as 4.85 cents per thernm

during the term of Seller's obligation (and any subsegquent

refinancing thereof) to Lender or its successors and assigns as set

forth in the loan documents attached hereto as Exhibit "A™.

(b) Purchaser agrees fot to seek a rate decrease below

the current rate which has been established as 4.85 cents per therm

during the term of Seller's cbligation {and any subseguent

refinancing thereof) to Lender or its successors and assigns as set

forth in the loan documents attached hereto as Exhibit "A".
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(¢) The execution of this agreement is not intended to

be nor shall it be construed to be the rormation of a partnership

or joint venture between pPurchaser and Seller.

(d) This agreement supersedes any prior negotiations or

discussion or communications between geller and Purchaser with the

exception of the attached Service Agreement dated November 28,

1989, and constitutes the entire agreement between Seller and

Purchaser.

(a) No amendment to this agreement shall be valid and

enforceable unless it is in writing and signed by the Purchaser and

Seller.

(f) Seller represents and warrants to Purchaser and

s and warrants to Seller that it has the power

purchaser represent

and autherity to execute, deliver and perform this agreement.

IN WITNESS WHEREOY the Parties hereto each have caused

xecuted by its duly authorized officer all as

this agreement to be @

of the day and year first set forth above.

ST. JOE NATURAL GAS COMPANY, INC.

Signed, sealed and delivered
in the presence of:

AXo

By
Stuart L. Shoaf, President

Signed, sealed and delivered ST. JOE FOREST PRODUCTS COMPANY

agence of:

Robert E. Nedley, P dent
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SECURITY AGREEMENT

BT. JOE MATURAL GAS COMPANY, INC., A Florida corporation

with its principal place of pusiness at 301 Long Avenue, Port St.

Joe, Florida, hereinafter called "pebtor", and BT. JOE FOREST

PRODUCTS COMPANY, INC., a Florida corporation with its principal

place of business at First Street, Port St. Joa, Florida,

hereinafter called “"Secured party”, hereinafter agree as follows:

1. Creation of Security Interest: The Debtor hereby

grants to the secured Party a security interest in a twenty-four

mile, more or less, eight-inch steel gas main along certain

easements and rights-of-way, more particularly set forth in certain

drawings numbered PH2-001, PH2-002, and PH2-003, respectively,

copies of which are attached hereto and incorporated herein by

referance.

2. Dﬂh;gxll_ﬂpljgnzigu: pebtor shall pay to Secured

party, any and all pre-paid gas which has accrued pursuant to that

certain Sale and Purchase Agreement between pebtor and Secured

party dated the .‘Eé"d day of August, 1991. Such pre-paid gas

accruing pursuant to said Sale and Purchase Agreement shall accrue

interest at the prime rate, as determined by base rate on corporate

nks as published in

loans at large U. S. money center commercial ba

the Wall Street Journal for the last business day of the billing

month. Interest shall commence to accrue on such pre-paid gas on

the date purchaser makes payment to lender.

3. Fayment: Monthly payments of accrued pre
e with the following terms:

-paid gas

shall be made by Debtor in accordanc

a. Should purchaser purchase or transport 1,895,808




*

therms or more during any given month during the duration of this

agreement, Seller ghall promptly apply al
pre-paid gas which has accrued to

1 such monthly net

proceads to satisfy such

purchaser pursuant to the Sale and Purchase Agreement.

b. Seller shall account for all monthly net proceeds

as defined in section I(g) of the Sale and Purchase Agreement of

even date, and any accrued monthly net proceeds will be first used

by Seller to offset any pre-paid gas which may accrue under Section

II(c)(1i) or Section 1I(c)(iii) of the sale and Purchase Agreement

of even date.

4. Default: In the event that the Debtor fails to pay

as may be required under paragraph 3, all unpaid accrued pre-paid

gas, with interest, at the secured party's option, shall become

le, and in consideration of such right of

and all

immediately due and payab
secured party shall be entitled to any

nforced in

acceleration,
remedies available under the Uniform Commercial Code e

the State of Florida on the date of this agreement.

=4
DATED this 23" day of August, 1991.

ST. JOE NATURAL GAS COMPANY, INC.

By /ﬁéﬁ:;hf“ i

stuart L. Shoaf, Its President

5T. OREST PRODUCTS COMPANY

AR

Rahart E. Hedley, Its(Ptesident




Large Interruptible Service Agreement

Rate Schedule LIS
THIS AGREEMENT is entered into this l3th day of December 1993

between St. Joe Natural Gas Company, Inc. a Florida corporation
("Company”), and 8St. Joe Forest Products Company, a Florida
corporation ("Customer").

HITNESGSETH:

WHEREAS, Customer is willing to <contract for firm
transportation service and Company is willing to provide firm
transportation service to Customer in accordance with this
agreement.

NOW THEREFORE, in consideration of the premises and the mutual

covenants herein contained, Company and Customer agree as follows:

ARITCLE 1
Quantity

1.1 The Maximum Daily Transporation Quantity ("MDTQ") is set
forth on a seasonal basis on Exhibit B attached hereto.

1.2 Customer may nominate or tender natural gas for transportation
to Company any day, up to the MDTQ plus Company's Fuel, if
applicable. Company agrees to receive the aggregate of tLhe
quantities of natural gas that Customer tenders by nomination or
for transportation at the Receipt Points, up to the maximum daily
quantity specified for each Receipt Point as set out on Exhibit A,
and to transport and make available for delivery to Customer at
each Delivery Point, up to the maximum daily quantity at such
Delivery Point specified on Exhibit B, the amount nominated or
tendered by Customer less Company's Fuel, if applicable; provided,

however, that Company is not required to accept for transportation




and make available for delivery more than the MDTQ on any day.

Article II
Payment

2.1 Customer shall pay Company for all service rendered hereunder
the rates established under Company's Rate Schedule Large
Interruptible Service (LIS) as revised from time to time.
2.2 Should Customer fail to pay all cf the amount of any bill when
the same becomes due, Customer shall pay Company a late charge on
the unpaid balance that shall accrue per annum on each calendar day
from the due date at a rate egual to two percent (2.0%) above the
then-current prime rate as determined by the base rate on corporate
loans posted by the nations largest banks as published in the Hall
Street Journal for the last business day of the billing month,
provided that for any period that such late charge exceeds any
applicable maximum rate permitted by law, the late charge shall
equal said applicable maximum rate.

Texn of Aureement
3.1 This agreement shall become effective upon the "in-service
date of the Phase III Pacilities", which shall be deemed to be the
first day of the month Enllouinq_th- date on which Company recelves
notice from Florida Gas Transmission that the Phase III facilities
are inservice, and shall continue in effect for a primary term
(which shall not be less than a period of twenty years) of 20
Years.
3,2 TwWwelve months prior to the expiration of the primary term
Customer must provide Company written notice of Customer's decision

of whether to exercise a ten (10) year rollover provision.




ARTICLE IV
Primary Receipt and Delivery Point(s)

The Primary Receipt and Delivery Point(s) are set forth in
Exhibit A and Exhibit B, respectively. Customer may request
changes only to its Primary Receipt Point(s). Company may make
such changes in accordance with the terms of Rate Schedule LIS and

the applicable General Terms and Conditions of its Tariff.

ARTICLE V¥
Notices

All notices, payments and communications with respect to this
Agreement shall be in writing and sent to the addresses stated

below or at any other address designated in writing by the party:

ADMINISTRATIVE MATTERS & PAYMENT

Company: St. Joe Natural Gas Company, Inc.
P.0. Box 549
301 Long Avenue
Port St. Joe, Florida 32456
Attention: Stuart Shoaf
Telephone: (904) 229-8216
Fax: (904) 229-8352

Customer: St. Joe Forest Products CumPl-ny
P. O, Box 190
Port St. Joe, FL 32456
Attn: Mr. R. E. Nedley

Telephone: (908) 227-2240
Telecopy: (908) 227-1160

ARTICLE VI
Regulatory Authorizations and Approvals

Company's obligation to provide service is conditioned upon

receipt and acceptance of any necessary regulatory autherization to
provide service to Customer in accordance with the terms of this

Agreement, Rate Schedules LIS and Ceneral Terms and Conditiens of

Company's F.P.S5.C. Gas Tariff.




ARTICLE VII1
Miscellaneous

7.1 This Agreement shall bind and benefit the successors and
assigns of the respective parties hereto; provided, however,
neither party shall assign this Agreement or any of its rights or
obligations hereunder without first obtaining the written consent
of the other party.
7.2 No waiver by either party of any one or more defaults by the
other in the performance of any provisions of this Agreemcnt shall
operate or be construed as a waiver of any future defaults of a
like or different character,
7.3 This Agreement contains Exhibit A and B which are incorporated
fully herein.
7.4 THIS AGREEMENT SHALL BE GOVERNED BY AND INTERPRETED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF FLORIDA NOTWITHETANDING
ANOTHER JURISDICTION.
7.5 This Agreement is subject to the provisions of Rate Schedules
LIS and the applicable provisions of Company's F.P.S5.C. Gas Tariff,
General Terms and Conditiona, as may be revised from time toc time.
IN WITNESS WHEREOF, the parties hereto have executed this
Agreement by their duly authorized officers effective as of the

date first written above.

COMPANY CUSTOMER

ST. JOE NATURAL GRS COMPAMY, INC. Ws
sy Nt ffhrsfe L L A e

Title President President




EXHIBIT A
Large Interruptible Service
Between
St Joe Natural Gas Company
and
St Joe Forest Products Company
Dated

December 13, 1981

Point(s) of Receipt

------------- - Maximum Daily Quantities *
Polnt of | =ssscesccemcecccccammnrsesneaa=
Description of Point(s) Interest (MMBTU s5)
of Receipt {PO1) Oct Nov-Mar Apr May-Sep
Compressor Station # 1 25306 116 aze 21 821
Compressor Station # 2 254112 118 383 1,100 1,100
Compressor Station # 3 25309 67 192 537 517
Total MDQ 321 913 2,558 2.558

* Inclusive of Fuel (FGT 3.0% + SJNG 0.5%)




EXHIBIT B
Large Interruptible Service
Between
St Joe Natural Gas Company
and
St Joe Forest Products Company
Dated

December 13, 1883

Point(s) of Delivery
-------------------- Maximum Daily Quantities
Point of =  ~—-==scsescccceccsccms--——=—====-
Description of Point(s) Interest (MMBTU 's)
of Delivery (POI1) Oct Nov=Mar Apr May-Sep
0B85 310 882 2,471 2.471

1. SJNG - FP# 1




SETTLEMENT AGREEMENT AND CONTRACT AMENDMENTS TO:
SERVICE AGREEMENT FOR LARGE VOLUME SERVICE, NOVEMBER 128, 1989
SALE AND PURCHASE AGREEMENT, AUGUST 23, 1991
LARGE INTERRUPTIBLE SERVICE AGREEMENT, DECEMBER 13, 1993

This S-cttlnrr::‘al Agreement and Contract Amendments (“Agreement”) is made and
entered into this § T™day of September, 1997, by and between St. Joe Natural Gas Company,
Inc. (“SING™) and Florida Coast Paper Company, L.L.C. ("FCPC”), (collectively the
“Parties”™). =

BACKGROUND

Between 1989 and 1993, St. Joe Forest Products Company, Inc. ("SJFP”) and SING
entered into three agreements for the transportation and sale of natral gas to SJIFP on a firm
basis for a paper mill then owned by SIFP in Port St. Joe, Florida. The three agreemenis are
identified as: (A) Service Agreememnt For Large Volume Service (“LVS Agreement™),
November 28, 1989, (B) Sale and Purchase Agreement ("Sale and Purchase Agreement™),
August 23, 1991, and (C) Large Interruptible Service Agreement (*LIS Agreement”™),
December 13, 1993, Collectively these three agreements will be referred to as the “Three
Agreements.”

Subsequently, in order to obtain the natural gas contracted for by SJIFP, SING entered
into two Firm Transportation Service Agreements (“FT5-17 and “FT5-27), with Florida Gas
Transmission Company (*“FGT™). FTS-1 and FTS-2 obligated SING to pay FGT a monthly
pipeline reservation charge for the firm capacity. Over time, SING billed SJFP for the FGT
reservation charges and SJFP paid SING for such reservation charges along with other charges
for gas purchased from SING.

In order to supply the natural gas contracted for by SJIFP, SING procured a loan with
NCNB National Bank of Florida (*NationsBank Loan”) in the amount of $2,331,841 10
finance the construction of an eight (8) inch natural gas pipeline from the Florida Gas
Transmission Lateral in Overstreet, Florida to SING's existing meter station located at the
intersection of Kenney Mill Road and County Road 382 in Gulf County, Florida. In Support
of the NationsBank Loan, SIFP agreed to make direct payments to the Lender on behalf of
SING in the amount of Thirty-Nine Thousand Three Hundred Ninety-Six Dollars and 45/100
($39,396.45) per month, regardless of the actual therms sold and/or delivered by SING 10
SJFP during any given month.

On or about May 30, 1996, SJFP sold its paper mill in Port St. Joe, Florida 10 FCPC
and in connection therewith, assigned to FCPC its rights and obligations under the Three
Agreements.

Exhibit "p"




Subsequent to the assignment, FCPC and SING had disputes over contract terms,
abligations, and performance by FCPC under the Three Agreements. As a result, in June,
1997, SING brought suit against St. Joe Corporation (*SJC), the successor in interest of
SJFP in the circuit court for Duval County, Florida, Case No. 97-03190 CA. FCPC moved to
intervene in the litigation.

SING, in July, 1997, with the consent of FGT, was released from its future obligations
under the FTS-1 Agreement. Thereafter, SING and FCPC entered into negotiations (o attempt
to resolve their disputes over contract terms and past performance and to agree on amendments
to the Three Agreements for future performance.

After considering the contested issues involved, the expense of resolving such
controversies through litigation and the benefits to the Parties to be received under this
Agreement, the Parties have determined to settle their disputes on the terms set forth below

NOW, THEREFORE, in consideration of the promises and the mutual covenants of the
parties contained herein, SING and FCPC agree as follows:

AGREEMENTS

1. Amounts owed to FGT. FCPC agrees to pay all amounts owed to FGT by
SING for unpaid capacity reservation charges under the FTS-1 and FTS-2 Agreements,
including any interest owed thereon up to and including the date of execution of this
Agreement. As of the daie of execution of this Agreement, the amount owed to FGT is
$503,370.97. FCPC represents that it is ncgotiating the terms of payment directly with FGT
such that FGT looks solely to FCPC for payment and releases any and all claims against SING
for the amount owed for unpaid capacity reservation charges under the FTS-1 and FTS-2
Agreements through August 31, 1997. If payment of the amounts owed to FGT has not been
made by the date of this Agreement, FCPC agrees to make such payment no later than
September 10, 1997.

2. EIS-2 Release. On the date of execution of this Agreement, SING, subject (o
the consent of FGT, agrees to a permanent release of FTS-2 capacity to FCPC, at the full
contract rafe, as follows:

SEASON MMBw
November - April 200
May - October 2,200
Maximum Annual Transportation Quantity 441,000

FCPC agrees that, acting with Stone Container Corporation, it has provided to FGT sufficient
evidence of credit worthiness so that FGT has consented to the permanent release of the FTS-2
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capacity, identified above, to FCPC. If the permanent release of the FTS-2 capacity wentified
above has not been finalized by the date of this Agreement, FCPC agrees to finalize the
permanent release no later than September 10, 1997,

3. Amendments To Sale and Purchasc Agreement. SING and FCPC hereby agree
to amend the Sale and Purchase Agreement. Unless specifically amended herein, all terms of

the Sale and Purchase Agreement remain unchanged and continue in effect. The amended
provisions are as follows:

A.

FCPC agrees to make the monthly payments of $39,396.45, provided
for under paragraph II (b) of the Sale and Purchase Agreement, directly
to NationsBank until the NationsBank Loan is paid in full. FCPC agrees
to make the monthly payments regardless of whether any actual therms
of natural gas are sold and/or delivered by SING to FCPC in any month
during the term of the Sale and Purchase Agreement. The amoumt of
each payment made by FCPC to NationsBank will be credited by SING
to FCPC's prepaid gas account. Afier the effective date of this
Agreement the monthly payments for the NationsBank Loan are the only
payments by FCPC that will be credited to the prepaid gas account.

FCPC and SING agree that the volumes of natural gas required to be
sold or transported on a firm basis, as referred to in Sections II, I and
V of the Sale and Purchase Agreement, are deleted and replaced by the
minimum annual and monthly volumes of natural gas required to be paid
for, regardless of the volumes actually transported, pursuant to the terms
of the Contract Transportation Service ("CTS™) Agreement, entered into
contemporancously herewith. Volumes delivered or paid for pursuant to
the CTS Agreement count toward satisfying the requirements of the
revised Sale and Purchase Agreement. The minimum payments are as
set forth in Article IT1 §2 of the CTS Agreement. A copy of the CTS
Agreement is attached hereto as Exhibit 1.

Notwithstanding any provision in the original Sale and Purchase
Agreement to the contrary:

(1) there shall be no prohibition against Customer’s use of fucls
other than natural gas and no requirement that Customer actually
buy or transport a minimum quantity of gas during a given period
as long as Customer makes the minimum payments specified
herein.




(2)  The rate to be applied to volumes purchased or transported
hereunder shall be the then effective taniff rate, as approved by

the FPSC.

FCPC and SING agree that beginning on the effective date of this
Agreement, payments made by FCPC for gas required for transport but
not taken by FCPC shall not constitute prepaid gas as provided for in
Section 11 of the Sale and Purchase Agreement. Further, beginning on
the date of this Agreement, interest on FCPC's prepaid gas account, as
provided for in Section III of the Sale and Purchase Agreement, shall
ceasc (0 accrue. -

FCPC and SING agree that FCPC can access its prepaid gas account as
provided under Section III of the Sale and Purchase Agreement only
under the following terms and conditions:

(1) Prior to the date the NationsBank Loan is paid in full FCPC may
access the prepaid gas account on a monthly basis only after it
has paid SING for in excess of 66,068.33 decatherms of natural
gas within the month. Once the 66,068.33 decatherms of natural
gas threshold has been met in the month, amounts above
66,068.33 decatherms bought or transported will be credited
against the prepaid gas account based on the current applicable
tariff rate and adjusted to take into account the then current SING
revenue expansion factor. Presently the revenue expansion factor
is set at 1.6508. As an example, by application of the current
revenue expansion factor, 65% of the amount of natural gas in
excess of 66,068.33 decatherms would be paid from the prepaid
gas account and 35% would be paid in cash by FCPC, based on
the applicable tariff rate in effect.

(2)  Afier the NationsBank Loan is paid in full, FCPC can access the
prepaid gas account after it has paid SING for in excess of
16,750 decatherms within the current month. One half of the
amounts above 36,750 decatherms will be paid for from the
prepaid gas account and the other one half will be paid in cash by
FCPC, based on the applicable tariff rate then in effect with no
adjustment based on the revenue expansion factor.

FCPC and SING agree that the Sale and Purchase Agreement shall
continue in effect until such date as both the NationsBank Loan has been
paid in full and the balance in the prepaid gas account has been reduced
to zero. On the date when both events shall have occurred, the Sale and
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Purchase Agreement shall automatically terminate and neither FCPC mon
SING shall have any further obligations to the other under that

agreement.

G. FCPC and SING agree that the Sale and Purchase Agreement is hereby
amended by deleting the reference 1o 1,895,808 therms in Section V,
paragraph (a) and substituting therefor the minimum therms requirc? to
be paid for regardless of the amount actually transported, under the CTS
Agreement, Accordingly, the minimum therms required to be paid for
under the CTS Agreement shall be utilized to determine an event of
default under Section V, paragraph (a) in licu of the “best efforts”
obligation to actually burn certain quantities that was contained in the
original Sale and Purchase Agreement.

4. Amendment to Security Agreemenl. FCPC and SING agree to amend the
Security Agreement attached hereto as Exhibit 6 by deleting the references to " 1,895,808

therms™ and “monthly net proceeds” in Paragraph 3 and substituting therefor the minimum
therms required to be paid for under this Agreement in order (o access the prepaid gas
account. Accordingly, the minimum therms required to be paid for under this Agreement shall
be utilized to determine an event of default under Paragraph 4 of the Security Agreement. The
Security Agreement is further amended to provide that the prepaid gas account will not accruc
interest after the exccution of this Agreement. On the date when the NationsBank Loan has
been paid in full and the balance in the prepaid gas account has been resuced to zero, the
Security Agreement shall automatically terminate and neither FCPC nor SING shall have any
further obligations to the other under the Security Agreement.

5.  Amendment to 1989 LVS Agreement. FCPC and SING agree to amend both
the maximum daily contract quantity and the maximum daily quantity specified for cach
receipt point provided for in the LVS Agreement by deleting Exhibits A and B and the First
Revised Exhibits A and B to that agreement and substituting therefor Second Revised Exhibits
A and B to the LVS Agreement. A copy of the Second Revised Exhibits A and B to the LVS

Agreement are attached hereto as Exhibits 2 and 3.

6. Amcndment 10 1993 Large Inierruptible Service Agreement. FCPC and SING

agree to amend both the maximum daily contract quantity and the maximum daily quantity
specified for each receipt point in the LIS Agreement by deleting Exhibits A and B to that
agreement and substituting therefor First Revised Exhibits A and B to the LIS Agreement.
Copies of the First Revised Exhibits A and B to the LIS Agreement are attached hereto as
Exhibits 4 and §.

7.  Termination of LVS and LIS Agreements. Upon the daic of execution of this
Agreement and the CTS Agreement, the 1989 LVS Agreement and the 1993 LIS Agreement




shall terminate. Thereafier, the parties’ gas supply relationship shall be governed by this
Agreement, the Purchase and Sale Agreement, as amended, and the CTS Agreement.

8. Assignment of Causes of Action. SING hereby assigns to FCPC any cause of

action it has against the successor in interest of SJFP arising out of or related to the
arrangements between SING and SJFP for natural gas service, including the causes of action
brought in Case No. 97-03190 CA, pending in the circuit court for Duval County, Florida,
titled St. Joe Natural Gas Company, Inc. v. 5t. Joe Corporation.

9. Payment. Within ten days of the date of this Agreement, FCPC will pay to
SING $7,500. .

10.  Regulatory Approval. FCPC and SING agree that within five (5) working days
of the execution of this Agreement, SING will submit to the Florida Public Service
Commission (*FPSC"), a petition requesting that the FPSC address and approve (o the extent
necessary and appropriate, the Agreement, determine that SING’s execution of the Agreement
is reasonable and prudent and approve the CTS Agreement (the *Settlement Petition™). FCPC
shall use its best efforts to cooperate and support SING in its request that the FPSC approve
the Settlement Petition. SING will be bound, and continue to abide by all terms and
conditions of the Agreement and the CTS Agreement, irrespective of whether the FPSC
approves said Agreemenis.

1. Assigoment. FCPC and SING agree that neither Party may assign its interest
under this Agreement, the LVS Agreement, Sale and Purchase Agreement, the LIS
Agreement, or the CTS Agreement, except with the prior written consent of the other Party,
which consent shall not be unreasonably withheld. Without limiting or restricting the
generality of the foregoing, it shall not be unreasonable for a party to deny its consent where,
in its opinion, acting reasonably, the proposed assignee, purchaser or transferee lacks the
capacity or resources necessary to ensure the proper conduct and completion of its obligations
under these agreements over the remaining portion of the respective terms thereof. No
assignment shall operate to release the assigning Party from its obligations hercunder unless
such Party is expressly released from its obligations by the other Party.

12. Mutual Release. Upon execution of this Agreement and the CTS Agreement,
and receipt by SING of writien confirmation from FGT that FCPC has satisfied in full all of
FCPC’s duties and obligations set forth in Paragraph 1 and 2 above, FCPC agrees to release,
satisfy and forever discharge SING and its officers, directors, agents, representatives,
employees and assigns, of and from all claims, causes of action or suits, damage, losses and
expenses of any nature whatsoever, known or unknown, which existed prior (o the date of this
Agreement and which arises out of, or in any way relates to, the Three Agreements as
originally agreed between SING and SJFP.




Upon execution of this Agreement and the CTS Agreement, and receipt by SING of
written confirmation from FGT that FCPC has satisfied in full all of FCPC's duties and
obligations set forth in Paragraph 1 and 2 above, SING agrees to release, satisfy and forever
discharge FCPC and its officers, directors, agenis, representatives, employees, assigns and
joint venturers of and from all claims, causes of action or suits, damage, losses and expenses
of any nature whatsoever, known or unknown, which existed prior to the date of this
Agreement and which arises out of, or in any way rclates (0, the Three Agreements as
originally agreed between SING and SJFP.

Upon execution of this Agreement and the CTS Agreement, and receipt by SING of
written confirmation from FGT that FCPC has satisfied in full all of FCPC’s duties and
obligations set forth in Paragraph 1 and 2 above, SING shall promptly dismiss its complaint
now pending in Case No. 97-03190 CA, in Circuit Court for Duval County, Flonda.

SING and FCPC specifically agree and acknowledge that nothing in the provisions of
this Mutual Release or the other provisions of this Agreement, shall be construed as a release
hy SING or FCPC of any claim either of them may have against St, Joe Corporation as
successor in interest to SIFP.

13.  Documentation. FCPC and SING will execute additional agreements or
contract amendments if such documents are required to implement the terms of this
Agreement.

14,  Authority To Execute. FCPC and SING warrant and represent to each other by
and through their respective signatories that each has the full power and authority to enter into
this Agreement and to perform in accordance with its provisions, and that the representatives
executing this Agreement are duly authorized for each party to exccute and deliver this
Agreement.

15. Governing Law and Venue Sclection. This Agreement shall be governed by

and construed in accordance with the substantive laws of the State of Florida without giving
effect to any choice of law rules that may require the application of laws of another
jurisdiction. The venue and jurisdiction of all actions brought on this Agreement shall be
restricted to the United States District Court for the Northern District of Florida, Tallahassee
Division or the Leon County Court or the state circuit court in Leon County, Florida.

16.  Entire Agreement. This Agreement, together with the Exhibits appended
hereto, contains the entire agreement and understanding between the Parties, their agents, and
their employees as to the subject matter of this Agreement and supersedes in its entirety any
and all previous communications between the Parties as to the subject matter hereof.

17. Amendments and Teomination. This Agreement shall be modified or terminated
only by an instrument in writing executed by the Parties.
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18. Counterparts. This Agreement may be executed in multiple counterparts, each
of which shall be deemed to be an original.

19.  Successors and Assigns. This Agreement shall be binding upon and inure to the
benefit of the Parties and their respective successors and assigns.

20.  Section Headings for Convenicnce. Section headings appearing in this

Agreement are inserted for convenicnce only and shall not be construed as interpretations of
text.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed, the day and year first above written, cach through a duly authonzed official.

St. Joe Natural Gas Company, Inc. Florida Coast Paper Company, L 1..C.

vy /et M of

Stuart Shoaf, President

Title: /etd«.d«»-r Title: Guaneras Yavager
Dated: 7-F 77 Dated: %/.5/.97
ested By Altested By




SERVICE AGREEMENT
FOR
CONTRACT TRANSPORTATION SERVICE

THIS AGREEMENT, entered into this _Lﬂ‘dny of September, 1997, by and
between S8T. JOE NATURAL GAS COMPANY, INC., a Florida corporation
(hereinafter called "Company”), and FLORIDA COAST PAPER COMPANY, LLC,

(hereinafter called "Customer”).

WITNESSETH:

WHEREAS, as a result of and pursuant to a Settlement Agreement that has
been entered into contemporaneously herewith ("Exhibit A*) Customer is interested in
obtaining transportation service from Company and Company is willing to provide
contract transportation service to Customer pursuant to the terms of this Agreement;
and

WHEREAS, Customer has completed and submitted to Company a Request For
Transportation Service in accordance with the rules and regulations contained in
Company's gas tariff.

WHEREAS, Customer has arranged for the interstate transportation of its
supplies of Gas to the Company's Receipt Point(s);

WHEREAS, Customer desires that, upon delivery of Customer's Gas for
Customer’s account at the Company’s Receipt Point(s), Company shall cause such Gas
to be redelivered to Customer at the Customer's Delivery Point(s) named on Exhibit
“C" attached hereto;

WHEREAS, Company is willing to provide the contract transportation service
described above pursuant to Company’s tariff on file with the Florida Public Service
Commission ("FPSC") and the terms and conditions of this Agreement.

NOW, THEREFORE, in consideration of the Premises and of the mutual

covenants and agreements herein contained, the sufficiency of which is hereby
acknowledged, Company and Customer do covenant and agree as follows:

lofB




ARTICLE I
Definitions

Unless otherwise defined herein, the terms used in this Agreement shall have the
meaning ascribed to them in the Settlement Agreement and the Company's tariff.

ARTICLE II
Quantities
1.  Maximum Daily Transportation Quantity (MDTQ"). The MDTQ is set

forth on a seasonal basis on Exhibit “"C" attached hereto. The applicable
MDTQ shall be the largest daily quantity of gas expressed in MMBtu, that
Company is obligated to transport and make available for delivery to
Customer under this Service Agreement on any one day.

2. Nominsation. Customer may nominate or tender gas for transportation to
Company any day, up to the MDTQ plus Company’s Fuel, if applicable.
Company agrees to receive the aggregate of the quantities of Gas that
Customer tenders by nomination or for transportation at the Receipts

Point(s), up to the maximum daily quantity specified for the Receipt
Point(s) as set out on Exhibit “B", and make available for delivery to
Customer at Customer's delivery point(s), up to the maximum daily
quantity at such Delivery Point(s) specified on Exhibit "C", the amount
nominated or tendered by Customer less Company’'s Fuel, if applicable;
provided, however, that Company is not required to accept for
transportation and make available for delivery more than the MDTQ on

any one day.

3. Capacity. Customer shall not hold Company liable in damages or
otherwise for pipeline capacity which Customer is not permitted to receive
as a result of curtailment of pipeline capacity by Company pursuant to the
general terms and conditions of the curtailment plan in the Company's
tariff on file with the FPSC, except to the extent that such curtailment is
shown to be the result of Company’s negligence, bad faith, fault or willful
misconduct.

ARTICLE III
Rate and Payment

L. Rate. Customer shall pay for all gas service rendered hereunder, the
price(s) established under Rate Schedule CTS - Contract Transportation
Service contained in Company’s gas tariff, as filed with the FPSC and as
the same may be legally amended or superseded from time to time. The
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parties agree that as of the date this Agreement was executed a customer
charge of $1,000.00 per month and a non-fuel charge of .045680 per therm
is currently applicable under Rate Schedule CTS.

Minimum Payments.

A.

(i)  Minimum Monthly Payments.

Until the NationsBank Loan is paid In full, Customer shall, on a
monthly basis, pay Company for a minimum of 36,750 decatherms
per month at the applicable tariff rate regardless of the gas actually
transported.

(i) Minimum Annual Payments.

Until the NationsBank Loan is paid in full, Customer shall pay to
Company for a minimum of 792,820 decatherms over a contract
year at the applicable tariff rate regardless of the ges actually
transported. In the event that the NationsBank Loan is paid in
full during a contract year, the minimum annual payment shall be
established as the sum of the following: 792,820 decatherms
multiplied by a fraction, the numerator of which is the total
number of months in the contract year during which the
NationsBank Loan was outstanding, and the denominator of which
is twelve (12), multiplied by the applicable tarifl rate; plus, 441,000
decatherms multiplied by & fraction, the numerator of which is the

total number of months remaining in the contract year after the
NatlonsBank Loan in paid in full, and the denominator of which is

twelve (12), multiplied by the applicable tariff rate. For example,
in the event that the NationsBank Loan is paid in full during the
month of January, 1999, the minimum annual payment for that
contract year would be established as follows: (792,820 decatherms
x 5/12 x applicable tarifl rate) + (441,000 decatherms x 7/12 x
applicable tarifl rate).

(i)  Minimum Payments After NationsBank Loan is Paid in_
Eull.

Except ns provided in Article III 92.A.(ii) above, after the
NationsBank Loan is paid in full, Customer shall pay Company for
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a minimum of 441,000 decatherms over a contract year at the
applicable tariff rate rogardloess of the gus actually transported and,
excopt for the customer charge which is now established at
£1,000.00 per month, no monthly minimum shall apply.

Customer shall pay Company for all services rendered hereunder the rates
established under Company's CTS Rate Schedule, as amended from time
to time. Should Customer fail to pay all of the amount of any bill when
the samo becomes due, Customer’s gas service shall be subject to

interruption in accordance with the Company's tarifr.

For purposes of this Asnemnnt: "contract year” shall run from September
1 of the applicable year through and including August 31 of the following

year.

ARTICLE IV
Term of Agreement

Effective Date. This Agreement shall become effective on the date first
set forth above and shall continue in effect until the NationsBank Loan
is paid in full and the balance of Customer's prepaid gas account is
reduced to zero pursuant to the Settlement Agreement. Thereafter, this
Agreement shall continue from year to year unless and until terminated
by Company or Customer upon one-hundred eighty (180) days prior
written notice to the other specifying a termination date at the end of
such period or any yearly period thereafter.

ARTICLE V
Points of Receipt and Dellvery

The Primary Receipt Point(s) and the Maximum Daily Quantity(s), for all
gas delivered by Customer into Company's pipeline system under this
agreement shall be at the Point(s) of Receipt on Company's pipeline
system as set forth in Exhibit "B" attached hereto.

The Primary Delivery Point(s) and the Maximum Daily Quantity(s), for
all gns made available for delivery by Company to Customer, under this
agreement shall be at the Point(s) of Delivery as set forth in Exhibit "C"
attached hereto.

A. The Point(s) of Delivery for all gas delivered under this Agreement
shall be at the outlet side of the meter to be installed and
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maintained by Company, at or adjacent to, Customer’s plant site,
to be determined by mutual agreement between Company and
Customer.

B. Company shall have the privilege of entering upon the property
and plant site of the Customer for the purpose of reading of the
meter and providing proper maintenance of the metering

equipment.

ARTICLE VI
Notices

All notices, payments and communications with respect to this Agreement
shall be in writing and sent to the addresses stated below or at any other
address designated by writing by the party:

ADMINISTRATIVE MATTERS & PAYMENT

Company: 8t. Joe Natural Gas Company, Inc.
301 Long Avenue
Post Office Box 549
Port St. Joe, FL 32456-0549
Attention: Stuart Shoaf
Telephone: (904) 229-8216
Fax: (804) 229-8392

Customer:

Attention:

Telephone:

Fax:
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ARTICLE VII
Regulatory Authorization and Approvals

Company’s obligation to provide service shall be in accordance with the
terms and conditions of this Agreement, Rate Schedule CTS and General
Terms and Conditions of Company's gas tarill filed with the FPSC.

ARTICLE VIII
Miscellaneous

Tariff Changes. Company may seek changes in its Tarifl upon filing with,
and receiving approval from, the FPSC.

Assignment. Customer and Company agree that neither Party may assign
its interest under the Settlement Agreement, the Large Volume Service
Agreement, the Sale and Purchase Agreement, the LIS Agreement, or the
CTS Agreement except with the prior written consent of the other Parties,
which consent shall not be unreasonably withheld. Without limiting or
restricting the generality of the foregoing, it shall not be unreasonable for
a party to deny its consent where, in its opinion, acting reasonably, the
proposed assignee, purchaser or transferee lacks the capacity or resources
necessary to ensure the proper conduct and completion of its obligations
under these agreements over the remaining portion of the respective
terms thereof. No assignment shall operate to release the assigning Party
from its obligations hereunder unless such Party is expressly released

from its obligations by the other Parties.

. No waiver by either party of any one or more defaults by the
other in the performance of any provision of this Agreement shall operate
or be construed as a waiver of any future default or defaults of the like or
a different character.

Governing Law. This Agreement shall be governed by and interpreted in
accordance with the laws of the State of Florida notwithstanding another
jurisdiction.

Headings. All article headings, section headings and subheadings are
inserted for convenience only and shall not affect any construction or
interpretation of this Agreement.

Severability. If any provision of this Agreement becomes or is declared by
a court of competent jurisdiction to be illegal, unenforceable, or void, this
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10.

11.

Agreement shall continue in full force and effect without said provision;
provided, however, that if such severability materially changza the
economic benefita of this Agreement to either party, the parties shall
negotiate an equitable adjustment in the provisions of this Agreement in
good faith.

Amendments. Neither this Agreement, nor any of the terms hereof, may
be terminated, amended, supplemented, walved or modified except by an
instrument in writing signed by both Company and Customer. A change
of the place to which notices pursuant to this Agreement must be sent
shall not be deemed nor reqyire any amendment of this Agreement
provided that such change is communicated in accordance with the notice

provisions of this Agreement.

Counterparts. This Agreement may be executed in two (2) or more
counterparts, all of which taken together shall constitute one and the
same instrument and each of which shall be deemed an original
instrument as against the party who has signed it.

Legal Fees. In the event of litigation between the parties hereto arising
out of or in connection with this Agreement, then the reasonable
attorneys' fees and costs of the party prevailing in such litigation shall be
paid by the other party.

i . Customer represents and
warrants to and for the benefit of Company that, as of the date of this
Agreement: Customer has full power, authority and legal right to carry on
its business as presently conducted and to enter into and perform its
obligations under this Agreement and all other agreements entered into
or undertaken in connection with the transactions contemplated hereby;
and the execution, delivery and performance by Customer of this
Agreement have been duly authorized and all required action for such
authorization has been taken.

Retainage. As an allowance for shrinkage in providing transportation
service hereunder, Company shall be entitled to retain, at no cost to
Company, a percentage of the quantity of Gas delivered by, or tendered
to Company for the account of, Customer at each Company Receipt
Point(s), in an amount equal to five tenths of one percent (0.6%) by
volume. Notwithstanding the foregoing, then the Retainage hereunder
ehall, upon notice by Company to Customer, be increased or decreased
prospectively as approved by the FPSC.
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IN WITNESS WHEREOF , the parties have executed this Agreement by their
duly authorized officials on the dates set forth below:

ST. JOE NATURAL GAS FLORIDA COAST PAPER
COMPANY, INC. COMPANY, LLC

Title; /Alstrlen ]  Title: Gea/evtste. UhIARETE
Authorized Representative of Authorized Representative of
St. Joe Natural Gas Company, Florida Coast Paper Company,
Ine.

@\mb—J et a0 P agic 2.

8 of B




EXHIBIT "B"
TO
CONTRACT TRANSPORTATION SERVICE AGREEMENT
BETWEEN
ST. JOE NATURAL GAS COMPANY, INC.
AND
FLORIDA COAST PAPER COMPANY, LLC

MAXIMUM DAILY TRANSPORTATION QUANTITY:
DESCRIPTION OF

SEASON POI RECEIPT POINT(S) MDTQ (MMBtu)*
November-April 56657 St. Joe Overstreet (MDQ) 10,000
May-October 56657 St. Joe Overstreet (MDQ) 10,000

Customer to provide Retainage pursuant to Service Agreement and provisions
of Company’'s FPSC Gas Tarifl, Rules and Regulation.

. Exclusive of Company's Retainage




@ ®
EXHIBIT “C*
TO
CONTRACT TRANSPORTATION SERVICF AGREEMENT
BETWEEN
ST. JOE NATURAL GAS COMPANY, INC.

AND
FLORIDA COAST PAPER COMPANY, LLC

POINT(S) OF DELIVERY:
DESCRIPTION OF MAXIMUM DAILY

SEASON POl DELIVERY POINT(S) QUANTITIES (MMBta)
November-April 08856 SJNG-Paper Mill 10,000
May-October 0885 SJNG-Paper Mill 10,000
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Second Revised Exhibit A

to

Large Volume Service Agreement

between
St. Joe Natural Gas Company

and

St. Joe Forest Products Company

Dated
November 28, 1989

Mazicon Daily C Quantity: -

During each day of the month indicated below, the MDCQ applicable hereunder shall be set forth
below:

Season MDCO (therms)
October 0
November - March

April 0

May - September 0

=

Maximum Annual Contract Quantity:

This Second Revised Exhibit A shall supersede First Revised Exhibit A hereto in its entirety upon
the August 1, 1997 permanent release of the MDCQ listed on First Revised Exhibit A.

* Exclusive of Retainage for Transporter’'s Fuel

FLORIDA COAST PAPER COMPANY ST JOE NATURAL GAS COMPANY
By by Amis Zef
Title: m_‘_%m;ﬂ_ Title /’"AMA'- ~

(To be attested if not signed by an
officer of the company.)

Date of this Second Revised Exhibit A superseding First Revised Exhibit A dated November 28,
1989: August 1, 1997
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Second Revised Extubit B

to

Large Volume Service Agreement

between
St. Joe Nawral Gas Company

and

St. Joe Forest Products Company

Dated
November 28, 1989

Poin(s) of Delivery:
Description of Point(s) Maximum Daily Quantitics *
of Delivery (therms)
Oct, Nov-Ma A May-S¢p
I.  SING - Paper Mill #0885 0 0 0 0
Total MDCQ 0 0 0 0

* Seller shall not be obligated to deliver on a firm basis volumes in the aggregate under Buyer's
Service Agreements under Rate Schedule CTS or any other firm rate schedule of Seller which

exceeds the Maximum Daily Quantity specified for each point.

FLORIDA COAST PAPER ANY ST JOE NATURAL GAS COMPANY
By: By: A/ B '
Title: Tite:  APtecednt

Attest:
(To be attested if not signed by an
officer of the company. )

Date of this Second Revised Exhibit B superseding First Revised Exhibit B dated November 28.
1989: Auvgust 1, 1997
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First Revised Exhibit A
to
Large Interruptible Service
between
St. Joe Natural Gas Company
and
St. Joe Forest Products Company
Dated
December 13, 1993

Poi (‘R : . Dai e B’
Description of

CS 2 25412 200 982

CS #3 25309 0 1,218
TOTAL MDQ: 200 2,200

Shipper to provide Retainage pursuant to Retainage Reimbursement Charge Adjustment provisions
of Transporter’s FPSC Gas Tariff, General Terms and Conditions as amended

* Exclusive of Retainage for Transporter's Fuel

FLORIDA COAST PAPER COMPANY ST. JOE NATURAL GAS COMPANY
By By, Hamst Jrecl

Title: Title: /P Atet dos-i s
Altest:

(To be attested if not signed by an
officer of the company.)

Date of this First Revised Exhibit A superseding Exhibit A dated December 13, 1993 Aupusl
1, 1997
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First Revised Exhibit B
o
Large Interruptible Service
between
St. Joe Natural Gas Company
and
St. Joe Forest Products Company
Dated
December 13, 1993

Description of

SING - Paper Mill D885 200 2,200

TOTAL MDQ: 200 2,200

FLORIDA COAST PAPER COMPANY ST. JOE NATURAL GAS COMPANY
E)(_%M‘ By, s )

Title: Title: /”-'mn.eéﬁ o~

Altest: -

(To be attested if not signed by an
officer of the company.)

Date of this First Revised Exhibit B superseding Exhibit B dated December 13, 1993: August 1,
1997
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SECURITY AGREEMENT

4

' 67, JOE NATOURAL GAS COMPANY, INC., & Florida corporation
with its principal place of pusiness at 101 Long Avenue, PFort St.
Joe, Tlorida, hereinafter czlled vpebtor", and ST. JOE FOREST
PRODUCTS COMPANY, INC., 2 Flerida corperation with 1Ts principal
place of business at First Street, FPort st. Jos, Fleorida,
hereinafter called ngacyured Parcty", Pereina:ter agrae as follows:

1. - pet: The [ebtor hereby

grants to the Securad Party a sacurity interest in a twenty-four
=ile, more or less, eight-inch steel cas ma:in along certaln
ezsements and rights-of-vay, more particularly set forth in certein
irawings numbered pH2-001, PH2-002, anc PH2-0G1, respectively,

copies of which are attached heretc and incorporatec hesein by

reference.,

2. pgh;g:;;_ﬂplj;g;ign: Debtor shall pay to Secured
Party, any and all pre-paid gas which has accrued pursuant to that

cartain Sale and Purchase Agreement betwean pDebtor and Secured

A
Party dated the <3 day of August, 1991. such pre-pald gas

-

zccruing pursuant to sald sale and Purchase Agreement shall sccrue

n corporete

:nterest at the prime rate, 25 determines by base Z2te on

‘sans at large U. S. money center commercizl banks as publishec in

-ne Wall Street Journal for the last business day of the billing

==nth. Interest shall commence to accrue on such pre-paid gas on

=ne date purchaser mazkes payment to lencer.
3. EFayment: Monthly payments of accrued pra-paid gas

shall be made by Debtor in accordance with the following terms:

a. Should purchaser purchase or vransport 1,895,808
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ther=s or more during any given month cduring the duraticn cf this

agreement, Seller shall promptly apply all such monthly net
proceeds to satisfy such pre-paid gas which has accrued to

purchaser pursuant to the Sale and Purchase Agreemant.

b. Saller shall account for all monthly net proceecs

as defined in Section I(g) of the Sale and Purchase Agreemént of

even date, and any accrued monthly net proceeds will be first used

by Seller to offset any pre-paid gas which may sccrue under Secticn

II(c)(ii) or section II(c)(iii) of the Sale and Purchase Agreement

of even date,

i
i)
"

4. pefauylt: In the event that the Debtor fails to

-+
-

as may be regquired under paragraph 3, all unpaild accrued Fre-pal

gas, with interest, at the securad party's optien, shall become

izmediately due and payable, and in consideraticn cf such right of

acceleration, secured party shall be entitled tc any and all

remedies aveilable under the Uniform Comrarcial Code enforced 1N

the State of Florida on the date of this agreement.

DATED this o2 3"'"’ day of August, 1991.

v
0

ST. JOE NATURAL GAS COMPANY,

Mz Aorf

Stuart L. Shcaf, Its Fres.

L
-]
=3
et

ST. GREST PRODUCTS COMPANY

AW

By
Robert E. Nedley, ItstPBfesident




SERVICE AGREEMENT
FOR
CONTRACT TRANSPORTATION SERVICE

THIS AGREEMENT, entered into this S_"Mday of September, 1997, by and
between ST. JOE NATURAL GAS COMPANY, INC., a Florida corporation
(hereinafter called "Company”), and FLORIDA COAST PAPEP COMPANY, LLC,

(hereinafter called "Customer”).

WITNESSETH:

WHEREAS, as a result of and pursuant to a Settlement Agreement that has
been entered into contemporaneously herewith ("Exhibit A") Customer is interested in
obtaining transportation service from Company and Company is willing to provide
contract transportation service to Customer pursuant to the terms of this Agreement;
and

WHEREAS, Customer has completed and submitted to Company a Request For
Transportation Service in accordance with the rules and regulations contained in

Company’s gas tariff.

WHEREAS, Customer has arranged for the interstate transportation of its
supplies of Gas to the Company's Receipt Point(s);

WHEREAS, Customer desires that, upon delivery of Customer's Gas for
Customer’s account at the Company’s Receipt Point(s), Company shall cause such Gas
to be redelivered to Customer at the Customer's Delivery Point(s) named on Exhibit
"C" attached hereto;

WHEREAS, Company is willing to provide the contract transportation service
described above pursuant to Company's tarill on file with the Florida Public Service
Commission ("FPSC") and the terms and conditions of this Agreement.

NOW, THEREFORE, in consideration of the Premises and of the mutual

covenants and agreements herein contained, the sufficiency of which is hereby
acknowledged, Company and Customer do covenant and agree as follows:
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ARTICLE I
Definitions

Unless otherwise defined herein, the terms used in this Agreement shall have the
meaning ascribed to them in the Settlement Agreement and the Company's tarifl.

ARTICLE II
Quantities

Maximum Daily Transportation Quantity ‘MDTQ"). The MDTQ is set
forth on a seasonal basis on Exhibit "C" attached hereto. The applicable
MDTQ shall be the largest daily quantity of gas expressed in MMBtu, that
Company is obligated to transport and make available for delivery to
Customer under this Service Agreement on any one day.

Nomination. Customer may nominate or tender gas for transportation to
Company any day, up to the MDTQ plus Company's Fuel, if applicable.
Company agrees to receive the aggregate of the quantities of Gas that
Customer tenders by nomination or for transportation at the Receipts
Point(s), up to the maximum daily quantity specified for the Receipt
Point(s) as set out on Exhibit "B", and make available for delivery w
Customer at Customer's delivery point(s), up to the maximum daily
quantity at such Delivery Point(s) specified on Exhibit "C", the amount
nominated or tendered by Customer less Company's Fuel, if applicable;
provided, however, that Company is not required to accept for
transportation and make available for delivery more than the MDTQ on

any one day.

Capacity. Customer shall not hold Company liable in damages or
otherwise for pipeline capacity which Customer is not permitted to receive
as a result of curtailment of pipeline capacity by Company pursuant to the
general terms and conditions of the curtailment plan in the Company’s
tariff on file with the FPSC, except to the extent that such curtailment is
shown to be the result of Company's negligence, bad faith, fault or willful
misconduct.

ARTICLE III
Rate and Payment

Rate. Customer shall pay for all gas service rendered hereunder, the
price(s) established under Rate Schedule CTS - Contract Transportation
Service contained in Company's gas tariff, as filed with the FPSC and as
the same may be legally amended or superseded from time to time. The
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parties agree that as of the date this Agreement was executed a customer
charge of $1,000.00 per month and a non-fuel charge of .045690 per therm
is currently applicable under Rate Schedule CTS.

Minimum Payments.

A.

P ta Uil the NationaBank Loan is Paid.
()  Minimum Monthly Payments.

Until the NationsBank Loan is paid in full, Customer shall, on a
monthly basis, pay Company for a minimum of 36,750 decatherms
per month at the applicable tariff rate regardless of the gas actually
transported.

(ii) Minimum Annual Payments.

Until the NationsBank Loan is paid in full, Customer shall pay to
Company for a minimum of 792,820 decatherms over a contract
year at the applicable tariff rate regardless of the gas actually
transported. In the event that the NationsBank Loan is paid in
full during a contract year, the minimum annual payment shall be
established as the sum of the following: 792,820 decatherms
multiplied by a fraction, the numerator of which is the total
number of months in the contract year during which the
NationsBank Loan was outstanding, and the denominator of which
is twelve (12), multiplied by the applicable tariff rate; plus, 441,000
decatherms multiplied by a fraction, the numerator of which is the
total number of months remaining in the contract year after the
NationsBank Loan is paid in full, and the denominator of which is
twelve (12), multiplied by the applicable tariff rate. For example,
in the event that the NationsBank Loan is paid in full during the
month of January, 1999, the minimum annual payment for that
contract year would be established as follows: (792,620 decatherms
x 5/12 x applicable tariff rate) + (441,000 decatherms x 7/12 x
applicable tarifl rate).

()  Minimum Pavments After NationsBank Loan is Paid in
Full.

Except es provided in Article III 92.A.(ii) above, after the
NationsBank Loan is paid in full, Customer shall pay Company for
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a minimum of 441,000 decatherms over a contract year at the
applicable tarifl rate regardless of the gas actually transported and,
except for the customer charge which is now established at
$1,000.00 per month, no monthly minimum shall apply.

Customer shall pay Company for all services rendered herounder the rates
established under Company's CTS Rate Schedule, as amended from time
to time. Should Customer fail to pay all of the amount of any bill when
the same becomes due, Customer's guns service shall be subject to

interruption In accordance with the Company's tariff.

For purposes of this Agreement, "contract year" shall run from September
1 of the applicable year through and including August 31 of the following
year.

ARTICLE IV
Term of Agreement

Effective Date. This Agreement shall become effective on the date first
set forth above and shall continue in effect until the NationsBank Loan
is paid in full and the balance of Customer's prepaid gas account is
reduced to zero pursuant to the Settlement Agreement. Thereafter, this
Agreement shall continue from year to year unless and until terminated
by Company or Customer upon one-hundred eighty (180) days prior
written notice to the other specifying a termination date at the end of
such period or any yearly period thereafter.

ARTICLE V
Points of Receipt and Delivery

The Primary Receipt Point(s) and the Maximum Daily Quantity(s), for all
gas delivered by Customer into Company's pipeline system under this
agreement shall be at the Point(s) of Receipt on Company's pipeline
system as set forth in Exhibit "B" attached hereto.

The Primary Delivery Point(s) and the Maximum Daily Quantity(s), for
all gas made available for delivery by Company to Customer, under this
agreement shall be at the Point(s) of Delivery as set forth in Exhibit "C"

attached hereto,

A. The Point{s) of Delivery for all gas delivered under this Agreement
shall be at the outlet side of the meter to be installed and
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maintained by Company, at or adjacent to, Customer’s plant site,
to be determined by mutual agreement between Company and
Customer.

B. Company shall have the privilege of entering upon the property
and plant site of the Customer for the purpose of reading of the
meter and providing proper maintenance of the metering
equipment.

ARTICLE VI
Notices

All notices, payments and communications with respect to this Agreement
shall be in writing and sent to the addresses stated below or at any other
address designated by writing by the party:

ADMINISTRATIVE MATTERS & PAYMENT

Company: St. Joe Natural Gas Company, Inc.
301 Long Avenue
Post Office Box 549
Port St. Joe, FL 32456-0549
Attention: Stuart Shoaf
Telephone: (904) 229-8216
Fax: (804) 229-8392

Customer: _FIGRICLL Ccaa?‘: Pn.FeR 00,; JJ.C'
P@. Bex pood

_Poit St. Tee FA.324857
Attention: hﬂﬂﬂﬂ £ !uﬂ!&lﬁ”

Telephone: TSC-A3dN-33a3

Fax: ®Sc-aa7 -39
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ARTICLE VII
Regulatory Authorization and Approvals

Company’s obligation to provide service shall be in accordance with the
terms and conditions of this Agreement, Rate Schedule CTS and Ceneral
Terms and Conditions of Company's gas tariff filed with the FPSC.

ARTICLE VIII
Miscellaneous

Tariff Changes. Company may seek changes in its Tariff upon filing with,
and receiving approval from, the FPSC.

. Customer and Company agree that neither Party may assign
its interest under the Settlement Agreement, the Large Volume Service
Agreement, the Sale and Purchase Agreement, the LIS Agreement, or the
CTS Agreement except with the prior written consent of the other Parties,
which consent shall not be unreasonably withheld. Without limiting or
restricting the generality of the foregoing, it shall not be unreasonable for
a party to deny its consent where, in its opinion, acting reasonably, the
proposed assignee, purchaser or transferee lacks the capacity or resources
necessary to ensure the proper conduct and completion of its obligations
under these agreements over the remaining portion of the respective
terms thereof. No assignment shall operate to release the assigning Party
from its obligations hereunder unless such Party is expressly released
from its obligations by the other Parties.

No Waiver. No waiver by either party of any one or more defaults by the
other in the performance of any provision of this Agreement shall operate
or be construed as a waiver of any future default or defaults of the like or
a different character.

Governing Law. This Agreement shall be governed by and interpreted in
accordance with the laws of the State of Florida notwithstanding another

jurisdiction.

Headings. All article headings, section headings and subheadings are
inserted for convenlence only and shall not affect any construction or

interpretation of this Agreement.

Seversbility. If any provision of this Agreement becomes or is declared by
a court of competent jurisdiction to be illegal, unenforceable, or void, this
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10.

11.

Agreement shall continue in full force and effect without said provision;
provided, however, that if such soverability materially changes the
economic benefits of this Agreement to either party, the parties shall
negotiate an equitable adjustment in the provisions of this Agreement in

good faith.

Amendments. Neither this Agreement, nor any of the terms hereof, may
be terminated, amended, supplemented, waived or modified except by an
instrument in writing signed by both Company and Customer. A change
of the place to which notices pursuant to this Agreement must be sent
shall not be deemed nor require any amendment of this Agreement
provided that such change is communicated in accordance with the notice

provisions of this Agreement.

Counterparts. This Agreement may be executed in two (2) or more
counterparts, all of which taken together shall constitute one and the
same instrument and each of which shall be deemed an original
instrument as against the party who has signed it.

Legal Fees. In the event of litigation between the parties hereto arising
out of or in connection with this Agreement, then the reasonable
attorneys’ fees and costs of the party prevailing in such litigation shall be

paid by the other party.

Representations and Warranties of Customer. Customer represents and
warrants to and for the benefit of Company that, as of the date of this
Agreement: Customer has full power, authority and legal right to carry on
its business as presently conducted and to enter into and perform its
obligations under this Agreement and all other agreements entered into
or undertaken in connection with the transactions contemplated hereby;
and the execution, delivery and performance by Customer of this
Agreement have been duly authorized and all required action for such
authorization has been taken.

Retainage. As an allowance for shrinkage in providing transportation
service hereunder, Company shall be entitled to retain, at no cost to
Company, a percentage of the quantity of Gas delivered by, or tendered
to Company for the account of, Customer at each Company Receipt
Point(s), in an amount equal to five tenths of one percent (0.5%) by
volume. Notwithstanding the foregoing, then the Retainage hereunder
shall, upon notice by Company to Customer, be increased or decreased
prospectively as approved by the FPSC.
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IN WITNESS WHEREOF, the parties have executed this Agreement by their
duly authorized officials on the dates set forth below:

ST. JOE NATURAL GAS FLORIDA COAST PAPER
COMPANY, INC. COMPANY, LLC

By: m’ m,é HIM :
Title: Abasples ¥ . Title:Cewiepas Lavscer
Authorized Representative of Authorized Representative of
St. Joe Natural Gas Company, Florida Coast Paper Company,
Ine. LLC

m%w@w%J s Alennn (Nl
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EXHIBIT "B"
TO
CONTRACT TRANSPORTATION BERVICE AGREEMENT

BETWEEN
ST. JOE NATURAL GAS COMPANY, INC.

AND
FLORIDA COAST PAPER COMPANY, LLC

MAXIMUM DAILY TRANEPORTATION QUANTITY:

DESCRIPTION OF
SEASON POI RECEIPT POINT(S) MDTQ (MMBtu)*
November-April 656657 St. Joe Overstreet (MDQ) 10,000
May-October 56657 St. Joe Overstreet (MDQ) 10,000

Customer to provide Retainage pursuant to Service Agreement and provisions
of Company’s FPSC Gas Tariff, Rules and Regulation.

4 Exclusive of Company’s Retainage




EXHIBIT "C”
TO
CONTRACT TRANSPORTATION SERVICE AGREEMENT
BETWEEN
ST. JOE NATURAL GAS COMPANY, INC.
AND
FLORIDA COAST PAPER COMPANY, LLC

POINT(S) OF DELIVERY:
DESCRIPTION OF MAXIMUM DAILY

SEASON POl DELIVERY POINT(S) QUANTITIES (MMBtu)
November-April 0885 SJNG-Paper Mill 10,000
May-October 0885 SJNG-Paper Mill 10,000

TAL-114280.56
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