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CABI BACJtQROtlHD 

Between 1989 and 1993, St. Joe Forest Products Company, Inc., 
(St . Joe Forest) and St. Joe Natural Gas Company (Company) entered 
into three agreements. Those agreements (Large Volume Service, 
Sale and Purchase, and Large Interruptible Service) were t or the 
transportation and sale of natural gas on a !inn basis ! or the 
paper mill, owned, at that t..ime. by St . Joe Forest, in Port St. 
Joe , Florida. 

To obtain the capacity necessary to bring the natural gas 
contracted for by St . Joe Forest, the Company entered into t wo llrm 
t ransportation agreements (PTS· l end PTS-2) with Florida Gas 
Tranamieaion Carpany CFGT). These contracts obligated the Company 
to pay FGT a monthly pipeline reservation chArge f or t..he !irm 
capacity. over time, the Company billed St. Joe Foreet r o r tho POT 
reservation chargee along with ot.. h er c hargoa Cor 9aa purch!IHNl t a om 
t..ho Company. 
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To eupply the natural gae contracted !or by St. Joe Forest , the 

Company eecured a loan with NationeBank o! Florida in tho amount of 
$2,331,841 to finance t he conetruction of an eight-inch natural gas 
pipeline fran PGT's lateral in Overstreet, Plorida . to the Company's 
existing meter etation in Gulf County , Florida . In supporl o~ the 
Nations Bank loan, St. Joe Forest, under execution of the Securily 
Agreement , agreed to make d irect payments to the lender on bohalf 
of the Company in t he amount o f $39,396 . 45 per month, t·cgudlollu of 
tho actual thorme eold and/or delivered by t ho Company to St. Joe 
Foreet during any given month. 

On May 30, 1996, St. Joe Foreet sold its paper ~11 in Port St. 
Joe, Florida, t o Florida Coaet Paper Company, L.L.C. (Florida 
Coast ) and assigned to Flor ida Coa.c its rights and obligations 
under the three agreements with the Company. Subsequent to che 
aes i gnment, Florida Coast and the Company had disputes over 
contract terms, capacity obligations, and Florirta Coaat's 
per~onnance under the three agreements. A8 a result, in June 1997, 
the Company brought suit against St. Joe Corpora tion CSJCI. St. Joe 
Poreet'e parent corporation, in the circuit court for Duval County, 
Florida, case No. 97-03190CA. Pl orida Coaet moved co intervene in 
the litigation . 

Because of this dispute, the Company eought r elict of ito PGT 1 
obligation. In July 1997, tho Company was relieved o! its future 
obligation to pay the monthly reservation charges under ito PTS ·I 
agreement with PGT. The Company wae able to release Ito capa~ILy 
to a mar keter who was willing to purchase the capac! ty obllgaLlon 
under the PTS - 1 agreement. 

With the future capacity obligation removed, the Company and 
Florida Coast entered into negotiations in an attempt to resolve 
thei r disputes over contract terms and Florida Coast's pasl 
performance, and to agree on amendmants to the three agreements Cor 
Cuture performance. The contract negotiations resulted in a 
settlement agreement. The Company petitioned the Ccxrmiob!on on 
September 15, 1997, tor approval or this settlement . 
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DISCQ9SI05 OF ISSVJS 

ISSQI 1 : Should the Commission approve St . Joe Natural Gas Company, 
Inc. ' s Notice of Bxecution or Settlement Agreement and ~ontract 
Transportation Service Agreement with Plorida Coaet Paper Company , 
L.L.C.? 

8'£f!9"lU'UIOKo Yea. The Conrniaaion should approve Sc:. Joe 
Natural Gae Company, Inc's Notice of Bxecution or Settlement 
Agreement and Contract TranYpot·tation Service Agr,.ernent wit 
Florida Coast Paper Company, L.L.C. 

STNrr AH!I.JSISo The Company rUed its Notice of Execution ot 
Settlement Agreement and Contract Transportation Service Agreement 
for approval on September 15, 1997. As a reeult or the Settlement 
Agreement, Florida Coae~ agrees to pay $503,370.97 owed to FGT by 
the Canpany for unpaid capacity reservation charges under the PTS · l 
and PTS- 2 Agreements, including any interest owed up to and 
including the date of execution. Florida Coast nesctiated the 
terms or payment directly with FGT such that FGT looks solely to 
Florida Coast for payment and releases any and all claims against 
the Company for t:he amount owed for unpaid capacity reservation 
chargee under the FTS-1 and PTS-2 Agreements. 

The Company and Florida Coast agree to amend the Sale and 
Purchase Agreement as follows: 

• 

• 

Florida Coast agrees to make monthly payments o( 
$39,396.45 directly to NationsBank until the NationaBank 
l~D 18 paid in full. 

Florida Coaot agrees to make these monthly payments 
regardless of whether any actual therms or natutal gas 
are sold and/or delivered by the Company co Florida Coast 
in any month during the tenn of the Sale and Purchase 
Agreement. 

The amount or each payment made by Florida Coast to 
NationsBank will be credited by the Company to Fl o rida 
coast 's prepaid gas account. 

After the effective date or the Amended J\grcenwnt. tho 
monthly payments Cor t.ho Nat.loneBnnk loan lito lht• only 
payments by Florida Coast that will be credited to the 
prepaid gas account. 
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The volumes of natural gas req>:ired to be sold or 
transported on a firm basis are deleted and replaced by 
the minimum annual a nd monthly volumes of na~ural gas 
required to be paid for, re<Jardless o! the volumes 
actually transported, pursuant to the terms or tho 
Contract Transportation Service Agreement. 

The rate applied t o tho volumes purchased or transported 
on t he Company ' s distribution system shall bo tho 
e ff ective tar iff rate, as approved by th~ Commissi on. 

Beginning on the effective date of the Amended Agreement, 
payments made by Florida Coast for gas required for 
transport, but not taken by Florida Coast. ehall not 
cons titute prepaid gas as provided f or in the original 
Sale and Purchase Agreement. 

B99inning on the date of the Agreement, interest on 
Florida Coas t 's gas account, as provided !or in the Sale 
and Purchase Agreement, shal l cease to accrue. 

Prior to the date the NationeBank loan is paid in full, 
Florida Coast may a ccess its prepaid gas account on a 
monthl y basis only after it has paid the Company for ar 
amount in exceso of 660,680.33 t.herms of natural gao 
within t.he month. Once the 660 , 680 . 33 thermo of natural 
gas threshold has been met in the mouch, amounco above 
660,680.33 t.herme bought or transported wlll bo c redited 
aga inst the prepaid gas account, b11sod on the current 
applicable tarter rate. 

After the NationeBank loan is paid in full, Florida Coast 
can access the p repaid gas account after the Company ls 
paid for an &mOU lt in e xcess of 367, 500 therms within the 
current month. One t~LC of amounts above 367 , 500 therms 
will be paid tor Crom the prepaid gas account and the 
balance will be paid in cash by Flor ida Coast, baaed on 
the applicable tariff rate. 

The Amended Sa le and Pu r chaoo Agreement ehA II contluut' In 
effec t until auch dat.o oe bot.h the Na~lonsBanlc loan hau 
been paid in Cull and. tho balance i n the prepa ld gas 
account has been reduced to zero. 

On the date when both uvento have occurred , the Amended 
Sale and Purchase Agreement shall automatically termlnate 
and neither Florida Coast nor the Company shall have 
further obligations to the other under that agreement. 
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Delete references to 1 , 895 , 808 the rms a nd monthly 
proceeds, subst ituting t he minimum theme required to be 
pai d for under t he Amended Agreement i n order to acceso 
the prepaid gas a ccount . 

On the date when the NationsBank loan has been paid i n 
f ull and the balance In the prepaid gas a ccount hao been 
reduced to zero, the Amended Security Agreement shall 
automatical l y t e rminate and neither Flor ida Coast nor the 
Company s hal l have any f ur t her obliga tions tc the other 
under t he Secur ity Agreement. 

On the date o f execution of t he Sett lement Agreement and 
the Contract Transpor t at ion Agreement, the La rge Volume Service 
Agreement and the Large Service Agree.ment s hall tenninote. 
Therea f t e r, the relat i onship between Florida Coast and the 
Canpany's regarding gas supply s hall be gove rned by the Settlement 
Agreement , the Purchase and Sa le Agreement , as amended, a nd the 
Contract Transportation Se rvice Agr eement. 

ISS~B a, Should thie docke t be closed? 

&BCOMMYHPATIOX• Yes. If no pers on, whose substantia l interests 
are affected by t he Comnission'• proposed a gency action, timely 
files a pr ot eet within 21 daye of the issuance o! the order , this 
docket should be cl oeed . 

STUf MALXSI S a Pureua.nt t o Rule 25·22.029(41 Florida 
Adminls t ra. tive Code, a ny pereon, whose substantial Interests a r e 
affected by the Comnis sion'a pr oposed agency a ction . shall have 21 
days after issuance ot the oraer to file a protest. lt uo timely 
protest i s filed, the docket should be closed. 
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