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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION


	[bookmark: SSInRe]In re: Petition for approval of tariff modifications to rider NCTS, the firm delivery and operational balancing agreement, and negative imbalance cash-out prices, by Peoples Gas System.
	[bookmark: SSDocketNo]DOCKET NO. 160120-GU
[bookmark: OrderNo0503]ORDER NO. PSC-16-0503-TRF-GU
ISSUED: October 31, 2016




[bookmark: Commissioners]The following Commissioners participated in the disposition of this matter:

JULIE I. BROWN, Chairman
LISA POLAK EDGAR
ART GRAHAM
RONALD A. BRISÉ
JIMMY PATRONIS

[bookmark: OrderTitle]ORDER APPROVING TARIFF MODIFICATIONS TO RIDER NCTS, 
THE FIRM DELIVERY AND OPERATIONAL BALANCING AGREEMENT, AND
NEGATIVE IMBALANCE CASH-OUT PRICES, BY PEOPLES GAS SYSTEM 

BY THE COMMISSION:
[bookmark: OrderText]
[bookmark: CaseBackground]On May 6, 2016, Peoples Gas System (Peoples or Company) filed a petition for approval of tariff modifications to its Natural Choice Transportation Service Rider (Rider NCTS), the Firm Delivery and Operational Balancing Agreement (Firm Delivery Agreement), and the cash-out price for negative imbalances in Rider NCTS and the Individual Transportation Service Rider (Rider ITS). 
Rider NCTS allows certain customers to be part of a customer pool that uses a third party supplier or pool manager to meet their natural gas requirements. The pool manager assumes the responsibility for supplying the natural gas for its customer pool. Peoples receives the gas delivered by the pool manager and redelivers the gas to the customer’s site. Rider ITS is available for larger commercial customers who choose their own pool manager and are not part of a customer pool. The Firm Delivery Agreement is required to be signed by pool managers selling gas to an NCTS pool and is a standard form in Peoples’ tariff.  
The Office of Public Counsel (OPC) requested interested party status in this docket on June 7, 2016. Peoples responded to Commission staff’s first data request on June 22, 2016. On June 24, 2016, a noticed informal meeting was held with participation by Commission staff, representatives from Peoples, OPC, and other interested persons, including pool managers.[footnoteRef:1] The purpose of the meeting was for Peoples to provide an overview of their filing, explain the calculations, and allow Commission staff and interested persons to ask questions. Prior to the June 24 informal meeting, Tiger Natural Gas, Inc. filed comments expressing concerns regarding certain aspects of Peoples’ petition and Infinite Energy, Inc. sent an email (which is in the docket file), also expressing concerns. On July 15, 2016, Peoples filed an amended petition and tariff, stating that the amended petition resulted in part from comments received at the informal meeting. [1:  Other interested entities included City of Jacksonville, Gas South, LLC, Infinite Energy, Inc., Interconn Resources, LLC, JEA, Peninsula Energy Services Company, Inc., South Star Energy Services, LLC d/b/a Florida Natural Gas, and Tiger Natural Gas, Inc. ] 

In both filings Peoples waived the 60-day suspension deadline pursuant to Section 366.06(3), Florida Statutes (F.S.). The proposed tariff pages are contained in Attachment 1. We have jurisdiction over this matter pursuant to Sections 366.03, 366.04, 366.05, and 366.06, F.S.
Rider NCTS

Rider NCTS was approved by us in 2000, following the our adoption of Rule 25-7.0335, Florida Administrative Code (F.A.C.).[footnoteRef:2] Rule 25-7.0335, F.A.C., requires local distribution companies, such as Peoples, to make gas transportation service available to non-residential customers. Rider NCTS is a voluntary program that allows residential customers with an annual consumption of 2,000 or more therms and non-residential firm customers to use a pool manager to meet their natural gas requirements. There are currently 18 pool managers qualified to serve Peoples’ NCTS customer pools. Peoples stated that the number of NCTS customers has grown from 3,398 in October 2000 to 23,584 in April 2016. NCTS customers consume about 17 percent of system throughput and are not subject to Peoples’ purchased gas adjustment (PGA) charges, whereas sales customers who buy their gas from Peoples are subject to PGA charges. [2:  Order No. PSC-00-1814-TRF-GU, issued October 4, 2000 in Docket No. 000810-GU, In re: Petition for approval of modifications to tariff provisions governing transportation of customer-owned gas and tariff provisions to implement Rule 25-7.0335, F.A.C., by Tampa Electric Company d/b/a/ Peoples Gas System.] 


For 2016, Peoples’ total capacity cost (i.e., the reservation charges Peoples pays pipeline companies, based on how much capacity Peoples reserves) is $95 million. Peoples provides a monthly release of upstream pipeline capacity to the NCTS pool managers and charges the pool managers for released capacity at the weighted average cost of capacity (average capacity cost).[footnoteRef:3] Peoples also allocates capacity to shippers outside the NCTS pool, such as shippers who contract directly with ITS transportation customers. Any unallocated capacity and its associated cost are assigned to the PGA. NCTS pool managers use the pipeline capacity released to them by Peoples to transport the gas to the customers in their customer pool. While we do not regulate the prices pool managers charge their customers, we believe that pool managers recover from the customers in their pool the cost of the gas and the cost of the upstream pipeline transportation.  [3:  The weighted average cost of capacity is also known by its abbreviation, WACOC.] 

As part of its total capacity portfolio, Peoples also holds capacity to cover peak system demand and future demand growth. The Company currently recovers the costs associated with capacity that is held for peak demand system requirements and future growth through the PGA mechanism. Furthermore, according to the Company, when upstream capacity is acquired, it must sometimes be grown into (i.e., it may be necessary to acquire additional capacity before the anticipated growth fully materializes). Because NCTS customers do not pay the PGA, they do not pay any of the cost of upstream capacity held for peaking and future growth. According to Peoples, the growth in NCTS customers has caused the PGA customers to pay a disproportionate share of the costs of peaking and future growth capacity. 
In this filing Peoples therefore proposes to modify Rider NCTS to increase the rate at which Peoples releases upstream capacity to NCTS pool managers (and passed on to their customers). The increased rate would include a portion of peaking and future growth capacity costs, so that those costs are more equitably allocated between PGA customers and transportation customers in the NCTS pool. According to Peoples, the methodology change is revenue neutral to the Company. The proposed change to the capacity release pricing methodology is discussed below.
Recovery of Costs of Capacity Held for Peaking and Future Growth

Peoples’ proposed change to its capacity release pricing mechanism is the application of a Load Factor Adjusted Release Rate, which is comprised of the average capacity cost plus a Load Factor Adder (adder). The adder represents the NCTS customers’ portion of the upstream capacity costs associated with providing peaking and future growth currently embedded in the PGA.
Peoples provided work papers in response to Commission staff’s first data request No. 3 to illustrate how Peoples currently calculates the average capacity cost, which Peoples is not proposing to change.[footnoteRef:4] For May 2016 Peoples’ average capacity cost rate was 58.1 cents per MMBtu.[footnoteRef:5] The proposed adder would be derived from dividing the projected NCTS customers’ share of the upstream capacity costs associated with providing peaking and future growth by the projected NCTS customer throughput. [4:  Average capacity cost (also known as WACOC) = (total capacity portfolio value – total capacity value released to customers other than NCTS pool managers)/remaining contracted capacity volume MMBtu/month.]  [5:  One MMBtu equals one million British thermal units or one dekatherm or 10 therms.] 

In response to Commission staff’s first data request No. 3, Peoples’ calculated an initial adder of 14 cents per MMBtu, based on May 2016 data. By combining this adder with the average capacity cost rate of 58.1 cents per MMBtu, the resulting Load Factor Adjusted Release Rate would be approximately 72.1 cents per MMBtu. For an NCTS customer using 2,000 therms per year, this would result in an annual increase of approximately $28.[footnoteRef:6] [6:  The annual increase is calculated as follows: (2,000 x $0.14) / 10 = $28.] 

Peoples also stated that the corresponding PGA reduction would be approximately 4 cents per therm. For a typical residential (i.e., PGA) customer using about 240 therms per year, Peoples’ proposed application of the Load Factor Adjusted Release Rate mechanism would result in an annual reduction of approximately $9.60.
According to Peoples, the average capacity cost will continue to be calculated monthly and the adder will be calculated annually, in January. Factors that could vary the adder include the addition of new capacity to Peoples’ portfolio, additional capacity releases to customers, a change in the swing service charge, or upstream transporter rate changes.
Firm Delivery Agreement

Peoples’ proposed modifications to the Firm Delivery Agreement include changes in terminology, cash-out prices for negative monthly imbalances, and a modification that permits pool managers to request an increase in the quantity of gas released during the month.
Terminology

Peoples acquired additional upstream capacity on pipelines on which it did not hold capacity at the inception of Rider NCTS. The current Firm Delivery Agreement refers to only one particular pipeline (Florida Gas Transmission Company). The proposed tariff would change the references to upstream pipelines to “Transporter,” a more generic term. According to Peoples, this proposed change would eliminate the need for administrative tariff changes in the event additional pipelines enter the Florida transportation market in the future.
Cash-out Price for Negative Monthly Imbalance Amounts

A negative monthly imbalance results when the customer pool’s gas consumption exceeds what the pool manager delivered that month. Customer pools in a negative monthly imbalance posture have consumed gas that Peoples had acquired for its system supply or PGA customers. The proposed tariff would change the cash-out prices for negative monthly imbalances. These revisions would include changing the usage rates from the Florida Gas Transmission Company (FGT) FTS-1 usage rate to the FTS-3 usage rate, and changing the capacity reservation charges by replacing Peoples’ average capacity cost with the FGT FTS-3 maximum reservation charge.  Table 1 displays the current and approved rates/charges. 
Table 0
Current and Proposed Usage Rates and Reservation Charges

	Current Charge
Description
	Current Rate per MMBtu
	Proposed Charge
Description
	Approved Rate per MMBtu

	
	
	
	

	FTS-1 Usage Rate
	1.56 cents
	FTS-3 Usage Rate
	0.23 cents

	Average Capacity Cost (as of May 2016)
	58.1 cents
	FTS-3 Reservation Charge
	132.99 cents


Source: Peoples’ filing in Docket No. 160120-GU
As Table 1 demonstrates, under Peoples’ proposed tariff, the usage rate would decrease from 1.56 cents to 0.23 cents and the reservation charge would increase from 58.1 cents to 132.99 cents, resulting in an overall increase of 73.56 cents per MMBtu. Peoples asserts that the higher cash-out price is intended as a deterrent to negative monthly imbalances. 

Quantity Changes to Upstream Capacity During the Month

Currently, by the 20th of the month, pool managers are allowed to request a decrease in the quantity of the upstream capacity released by Peoples to the pool manager to deliver gas for the customer pool. In its amended petition, Peoples stated that as a result of the informal meeting, it proposes that a pool manager also be permitted to request an increase in the quantity of upstream capacity released to the pool manager for the month. According to Peoples, adding the ability to request an increase during the month should assist pool managers in avoiding negative monthly imbalance cash-outs.
Rider ITS Cash-out Price

Rider ITS is applicable to firm or interruptible individual transportation service for any non-residential customer who uses 182,500 therms or more per year. Peoples proposes that the cash-out prices under Rider ITS be revised so that they continue to be identical to the proposed cash-out prices for Rider NCTS pool managers, as described in Table 1 above.

Conclusion

We find that the proposed changes are reasonable, specifically as the number of NCTS customers has grown, PGA customers alone have paid for the cost of reserving upstream capacity for peaking and future demand which benefits both PGA and NCTS customers. We find that the proposed change to the allocation methodology is reasonable and will result in a more equitable allocation of capacity costs associated with peaking and future growth across customer classes. Further, we find that using the more generic term, transporter, is reasonable and likely to promote administrative efficiency by eliminating tariff filings as new pipelines are added. Negative monthly imbalances result when NCTS and ITS customers consume gas originally acquired for Peoples’ system supply or PGA customers. We find that an increase in the cash-out price is a deterrent, and therefore, is reasonable. Lastly, the opportunity for pool managers to increase the quantity of upstream capacity released during the month will allow pool managers to better manage their gas requirements and thus, mitigate the potential effect of the increased cost of negative cash-outs.

We therefore approve Peoples’ tariff modifications filed in the amended petition, effective October 11, 2016.


	Based on the foregoing, it is

	ORDERED by the Florida Public Service Commission that the proposed tariff modifications to Peoples Gas System’s rider NCTS, the firm delivery and operational balancing agreement and negative imbalance cash-out prices, as filed in the amended petition, are approved, as discussed in the Order above. It if further

	ORDERED that the tariff modifications filed in the amended petition will be effective October 11, 2016. It if further 

	ORDERED that if a protest is filed within 21 days of issuance of the Order, the tariff shall remain in effect with any changes held subject to refund pending resolution of the protest. It is further

	ORDERED that if no timely protest is filed, this docket shall be closed upon issuance of a Consummating Order. It is further

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


[bookmark: replaceDate]	By ORDER of the Florida Public Service Commission this 31st day of October, 2016.



	[bookmark: bkmrkSignature]
	[bookmark: _GoBack]/s/ Carlotta S. Stauffer

	
	CARLOTTA S. STAUFFER
Commission Clerk


Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida  32399
(850) 413‑6770
www.floridapsc.com

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


DJ






NOTICE OF FURTHER PROCEEDINGS

	The Florida Public Service Commission is required by Section 120.569(1), Florida Statutes, to notify parties of any administrative hearing or judicial review of Commission orders that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and time limits that apply.  This notice should not be construed to mean all requests for an administrative hearing or judicial review will be granted or result in the relief sought.

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

	The Commission's decision on this tariff is interim in nature and will become final, unless a person whose substantial interests are affected by the proposed action files a petition for a formal proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code.  This petition must be received by the Office of Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the close of business on November 21, 2016. 

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

	Any objection or protest filed in this docket before the issuance date of this order is considered abandoned unless it satisfies the foregoing conditions and is renewed within the specified protest period.


ORDER NO. PSC-16-0503-TRF-GU
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NATURAL CHOICE TRANSPORTATION SERVICE (Continued)

2. For purposes of this Rider, “Pool Manager” means a person or entity which has:

Entered into agreements to sell Gas to, or procure Gas for, the Customer
‘accounts comprising an NCTS Customer Pool;

Executed and delivered to Company after approval of this Rider by the
Commission an unmodified Firm Delivery and Operational Balancing
Agreement (in the form set forth on Sheets 8.118 through 8.118-8 of this
tarf) for an initial term of not less than one (1) year, obligating such
person or entity to deliver Gas to Company on a fimn basis for the
‘accounts comprising an NCTS Customer Pool, resolve directly with the
Company imbalances between () the quaniiies of Gas deivered o
Company for the accounts in the NCTS Customer Pool and (i) the
quantities of Gas taken by such NCTS Customer Pool, and establish and
maintain credit pursuant o the tems of such agreements; and

Executed and delivered to Company after approval of this Rider by the
Commission an unmodified Master Capacity Release Agreement
providing for such person's or enti’s acquisition from Company of
primary fim intersiate pipeline transporiation capacity, at a reservation
charge equivalent o the Load Factor Adjusted Release Rate, 1o be used
for the transportation and devery to Company of Gas purchased by an
NCTS Customer Pool receiving servics pursuant to this Rider. The Load
Factor Adjusted Release Rate may be varied as determined by Company
from time to_tme for purposes of recovering from Customer Pools
receiving service under this Rider Company’s cost of the capacity
‘acaquired by Pool Manager plus an appropriate allocation of Company's
costs of upstream pipeline capacity held by the company for peaking and
future growth. Additional revenue derived by the Company from the Load
Factor Adjusted Release Rate will be used o reduce costs recovered
through the Purchased Gas Adjustment Clause.

‘Sublect to the provisions of Special Condition 3, additional Customer accounts may be
added to an NCTS Customer Pool administered by a Pool Manager at any time. A Pool
Manager may be disqualifed by Company from providing service hereunder in
accordance with the Firm Delivery and Operational Balancing Agreement.

Issued By: G L Gilete, President Effectiver

Issued On:
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INDIVIDUAL TRANSPORTATION SERVICE Rider ITS (Continued)

(€)1 a Remaining Imbalance s Negatve (i, Actual Takes exceed Scheduled
Quantites). Company shall sell the same fo Customer (and Customer shall
purchase the same from Company) at a price per Therm (the "Unit Price”) equal
o the sum of () the highest average of weekly prices for spot Gas delivered o
FGT at Mustang sland (Tiol), Texas, Vermilion Parish, Lousiana, or St
Helena Parish, Louisiana, as reported in Natural Gas Week, for the Month in
which the Monihly Imbalance Amount accumulated, multiplied by the applicable
factor set forth below:

and (i) maximum reservation rate for FGT FTS-3 capacity plus the FGT FTS-3
usage rate (including any applicable surcharges). The fotal amount due
‘Company pursuant to this paragraph () shall be the product of the Uit Price
(calculated as set forth herein) and the Remaining Imbalance. The Imbalance
Level shall be calculated by diiding the Remaining Imbalance by the Scheduled
‘Quantiies for the Month in which the Monthly Imbalance Amount accumulated.

(@) Company's statement for a Remaining Imbalance calculated pursuant to
paragraph (b) above shall show a creditfor the amount payable by Company to
‘Customer pursuant o paragraph (b), such credit o be applied on Company's bill
rendered to Customer pursuant o the Gas Transporiation Agreement for the
Month following the Month in which the amount payable by Company to
Customer pursuant to paragraph (b) was incurred. Al amounts not 5o credited
by Company shall be considered definquent.

(¢) Companys statement for a Remaining Imbalance calculated pursuant to
paragraph (c) above shall be paid by Customer in accordance with the Gas
Transporiation Agreement. ~All amouns not so paid by Customer shall be
considered delinquent.

74 Comection of Imbalances at PGS Receipt Points that Are Gulfsiream Delvery Points. If
Company s the delivery point operator at a PGS Receipt Point that is a Gulfsiream
delivery point, Customer shall resolve with Company any Monthly Imbalance Amount
attributable to Customer in accordance wih the provisions of Special Condition 7 above.
In adiion, Customer shall bear sole responsibity for, and il costs associated with, the
resolution with Gulstream of imbalances (except imbalances caused by the acts or
omissions of Company) resulfing from Customer's nominations for deiiveries of Gas at
any such PGS Receipt Point._if Company is not the delivery point operator at a PGS
Receipt Point that is a Gulfstream delivery poin, the provisions of Special Condition 7
above shall not apply to the resoluion of Monthly mbalance Amounts at such PGS
Receipt Point, and Customer shall bear sole responsibilty for, and al costs associated
with, the resolution with Gulfstream of mbalances (except imbalances caused by the
acts or omissions of Company) resulting ffom Customer's nominations for deliveries of
Gas at any such PGS Receipt Point.

issued By: G.L. Giletie, President Effectiver
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FIRM DELIVERY AND OPERATIONAL BALANCING AGREEMENT

This Firm Delivery and Operational Balancing Agreement (the *Agreement’) is made and

entered into as of the ___ day of 20_, by and between Peoples Gas System, a

division of Tampa FElectric Company, a Floda coporaon (PGS), and
a CPool Manager’).

WITNESSETH:

WHEREAS, PGS operates a natural gas distibution system in the State of Florida, and
transports Gas for indusiral and commercial customers;

WHEREAS, PGS has enabled Pool Manager to enter nto contract(s) pursuant to which Pool
Manager will sell Gas {0 Customer Accounts comprising the Customer Pool (as hereinafier defined)
by agreeing to transport such Gas from such points of receipt on PGS's distribution system to
‘Customer Accounts without requiring such accounts to install and pay for telemetry or to individually
balance Gas received and delivered by PGS for such accounts;

WHEREAS, Pool Manager has entered info a Master Capacily Release Agreement with PGS
providing for PGS's release to Pool Manager of Firm transportation capacity rights on the upstream
pipeiine systems serving the PGS distribution system for use by Pool Manager in delivering Gas o
PGS for the Customer Accounts;

WHEREAS, in order to maintain the operational integrity of it system, PGS must assure that
Gas to be transported {0 the accounts in the Customer Pool is delvered to PGS at the times and in
the quanties desired by such accounts, and that for each Month Pool Manager's ADQ (as herein
Gefined) equals the quantity of Gas consimed by the Customer Pool; and

WHEREAS, PGS will transport Gas sold by Pool Manager and received by PGS for the
‘Customer Pool to the Customer Accounts.

NOW, THEREFORE, in consideration of the premises and other good and valuable
consideration, PGS and Pool Manager hereby agree as follows:

ARTICLE | - DEFINITIONS

As used herein, the following tems have the meanings set forth below. Capitalzed terms
used, but not otherwise defined, herein have the meanings iven in PGS's FPSC Tarif.

“Actual Takes' means, for @ specified period of ime, the quantity of Gas passing through the
meter(s) of the Customer Accounts during such specified period of time.

“ADQ" or “Aggregate Daily Quantiy” means, fo each Day, the quantity of Gas established as.
such by PGS pursuant o Section 4.1

“Alert Day’ means an Alert Day as defined in Transporier's Tarif

“Business Day" has the meaning given in the Capaciy Release Agreement

issued By: Gordon L. Gileti, President Effective:
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“Capacity Release Agreement” means the Master Capacity Release Agreement between
PGS and Pool Manager dated as of even date herewith, as the same may be amended from tme to.
time.

“Customer” means the person or entity responsible for a Customer Account.

ustomer Account” means each account included i the Customer Pool.

"Customer Pool” means, collectively, the Customer Accounts identiied by PGS pursuant to
‘Section 4.1

“Day” has the meaning given n the Capacity Release Agreement.

"EGT" means Florida Gas Transmission Company, a Delaware corporation, and its
successors and assigns.

"EGT's FERC TariT" means FGT's effective FERC Gas Tarif, as amended, supplemented or
‘superseded from time to tme.

"Eim* means: () with respect fo the sale and purchase of Gas, that Pool Manager is
‘obligated to sell and deliver and a Customer is obligated to purchase and receive the quantiy of Gas
specified, except as excused by an event of Force Majeure, and (i) with respect to transporiation,
that Transporter of Gas is obiigated to make available a quaniy of pipeline capacy, without
interruption except as excused by an event of force majeure nder Transporter’s Tarf, sufficient to
‘enable Pool Manager to perform s obligaions under this Agreement.

5" means "Gas" as defined in Transporter's Tarif.
“Month” has the meaning given in the Capacity Release Agreement.

“Monthly Imbalance Amount” means, for a Month, the positive or negative whole number
difference determined by subiracting the Actual Takes for such Month from the sum of the ADQs for
suich Month (less the Retainage).

"OFQ" means an Operational Flow Order as defined in Transporter's Tarf.

*Primary Delvery Point(s)" means the Transporter Delivery Poin(s) identied as the Primary
Transporter Defvery Points in the Capacity Releass Agreement, subject to modification by PGS
from time to tme.

“Retainage" means 0.35% of Gas received by PGS for the account of Customer at the
Primary Delivery Point(s) to account for ost and unaccounted Gas between such point(s) and the
meters of the Customer Accounts.

“Transporter” means, for purposes of this Agreement and the Capacity Release Agreement,
individually or colectively as the context requires, any upstream pipeline(s) on which Fim
Transportation Capacity Rights are being temporarily released by PGS to Pool Manager pursuant fo
the Capacity Release Agreement for purposes of serving the Customer Pool

issued By: Gordon L. Gileti, President Effective:
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“Transporter Agreement” means, for purposes of this Agresment and the Capacity Release
Agreement,the appiicable Service Agreements for Firm Transportation Service (however named or
itiet) between Transporter and PGS in effect from time to time, including (a) Transporters currently
effective appicable Rate Schedule(s) and (o) General Terms and Conditions fled with the FERC or
the FPSC (and incorporated in each said agreement by reference), as such agreements, rate
‘schedules and general terms and conditions may be amended from tme to time, and any successor
fim agreement(s), i rate schedule(s) or general terms and conditions applicable thereto.

“Transporter's Tari” means, for purposes of this Agreement and the Capacity Release.
‘Agreement, Transporter’s effective FERC or FPSC gas tarif applicable to fim transportaton service.
under the Transporter Agreement, as such tarif may be amended from time to time.

ARTICLE Il - TERM; PROGRAM CHANGES

Section 2.1 Term. This Agreement shall be effective on the date first written above. The term of
this Agreement shal commence on the frst Day of the Month for which PGS first deiivers to Pool
Manager a list of Customer Accounts as required by Section 4.1(a) (the “Effective Date") and shal
continue, unless earfier terminated pursuant to this Agreement, unti the first anniversary of the
Effective Date (the ‘Initial Tem). Thereater, the tem of this Agreement shall be extended for
‘additonal periods of one year uniess either party gives witten notce, not less than 90 days prior to
the expiration of the Intial Te (or any subsequent period for which this Agreement has been
‘extended) o the other party, of termination.

Section 2.2 Program Changes. Pool Manager understands that PGS is entering info this
Agreement as part of  program approved by the FPSC. PGS reserves the right to fle with the
FPSC modifications to such program (including the terms and condiions of this Agresment). PGS
shall give Pool Manager reasonable notice of any such fiing. In the event the FPSC approves
modifications to such program (including any terms or conditions set foth in this agreement), such
modifications shal become binding on the parties hereto as.of the date on which approval thereof by
the FPSC becomes effective. Notwithstanding any other provision of this Agreement, PGS's
obligations hereunder shall at allimes be subject 1 the lawful orders, rules and regulations of the.
FPSC, and to the terms and conditions of PGS's FPSC Tarif.

ARTICLE Ill - NON-PAYMENT BY CUSTOMER

Pool Manager may teminate ts obligation o deliver Gas hereunder for a Customer Account for non-
payment of charges due Pool Manager by giving five days’ wiiten nofice to PGS prior 1o the fist
Day of the Month as of which such termination is fo be effective. Any such notice shall be
‘accompanied by () documentary evidence of the Customers faure to make payment for a period of
at least 60 days, (i) Pool Manager's afidavi that it has made commercially reasonable and good
faith efforts to colect the amount due and (i) a non-refundable termination fee of $30.00.

Issued By: Gordon L. Gilleti, President Effective:
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ARTICLE IV - FIRM DELIVERY

Section 4.1 Pool Manager's Obligation.
(@) PGS shaildeliver to Pool Manager each Month, at least five (5) Days prior to FGT' deadiine for
posting capacity releases for the first Day of the following Month, () a st of the Customer Accounts
comprising the Customer Pool and (i) the Aggregate Daily Quaniiy (*ADQ) of Gas required to meet
the needs of the Customer Pool for such following Month. Subject 0 the provisions of Section 22,
‘on each Day during the term of this Agreement, unless excused by Force Majeure or under Section
52 of this Agreement, Pool Manager agrees o cause (o be delivered to PGS, on a Fim basis, the
'ADQ for the Customer Pool.

Deiivery of all such Gas shal be at the Primary Delivery Point(s), and pathed along the Transporter
pipeiine, as established by the Transporter pipeline capacity released fo the Pool Manager under
‘any Capacity Release Agreement and released under the applicable FERC and Transporter rules
‘and reguiations.

(5) Pool Manager shall deiver to PGS daily, a nomination of the quantity of Gas to be defivered
at the Primary Delivery Poini(s) for the Customer Pool. Pool Manager's Nomination for Gas fo be
made availabie for delivery on the first Day of any Month shall be given by 10 a.m. on the second
Business Day prior o the Day on which a nomination must be delivered to Transporler for receipt of
Geliveries at the PGS Receipt Point(s) on such Day. Daily Nominations for Gas to be made
‘available for delivery other than on the first Day of a Month shall be given to PGS by 10 am. on the
Business Day prior to the Day on which a nomination must be delivered o Transporter for the
receipt of deliveries at the PGS Receipt Point(s) on such Day. The folowing nomination information
is required for a vaiid nomination

1. Tne Pool Managers downstream delivery pool number under which service i being
nominated

2. The receipt location including applicable DRN and upstream pipeline name, upstream
pipeiine package D, inciuding Pool Manager's PGS downstream deiivery pool number, and
quantity in Therms of Gas to be tendered at each PGS receipt point;

3. The downstream delivery pool number under which service is being nominated, and quantiy
in Therms of gas to be delivered for the Pool Manager's supply pool;

4. Abeginning and ending date for each nomination;

5. The upstream contract denier

Pool Manager understands that PGS s subject to FERC regulations that may require PGS 1o post
certain Pool Manager information on a pubiicly accessbie website. The submission by Pool
Manager of a required nomination shal constiute Pool Manager's authorization to PGS to publicly
disclose any information (including but not limited to the information provided in such nomination)
required by applicable law or reguiation to be disclosed by PGS,

(€) _Pool Manager shall pay to PGS every mont the Pool Administration Fee consisting of ()
'$142.00, plus (i) S0.91 Smes the number of Customer Accounts contained in the Customer Pool.
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Section 4.2 Pool Manager's Failure to Perform.

(@) If (unless excused by Force Majeure or excused according to section 5.2 of this Agreement)
Pool Manager fails o cause to be delivered on any Day any porton (the "Shortfall Quantity”) of the.
‘quantity of Gas required to be delivered fo PGS pursuant to Secton 4.1, Pool Manager shall pay to
PGS (in doliars per MMBtu), for the Shortall Quantiy, an amount equal to ive (5) Smes the highest
price, for the calendar day on which such Day commences, for spot gas deiivered o a Gulf Coast
pipeiine, as publshed in Gas Daiy.

(1) I requested by Pool Manager, and agreed to by PGS, PGS wil sel gas supply and
interstate pipeline capacity on a delivered basis to the Pool Manager to offset a portion of the
“Shortfall Quanty." The price for said “Backup Gas" shall be as mutually agreed between
the parties plus a $100 administation fee per Day that ‘Backup Gas” is suppled. PGS shall
have no obligation to provide said ‘Backup Gas” and will G0 5o only If the same can be
provided without detriment to any other customer on the PGS distrbution system.

() The Pool Managers “Shorfall Quantty” wil be reduced by the quantiy of any
“Backup Gas" provided by PGS

(5) 1 Pool Manager causes to be deiivered on any Day a quanity of Gas exceeding the quaniity
required to be delivered to PGS pursuant fo Section 4.1, Pool Manager shal sell to PGS, and PGS
shall purchase from Pool Manager, such excess Gas (the "Excess Quanty”) at a purchase price
equalto:

(1) fifty percent (50%) of the price reported in Natural Gas Week for the beginning of the
Month in which Pool Manager delivered such Excess Quantity, for spot gas delivered to FGT
at Tivol, Texas; minus.

(2)the sum of any balancing, scheduiing, alert day, OFO, or other penalties or charges
incurred by PGS s a result of Pool Manager's delivery of the Excess Quantiy; minus

(3)a fee of $0.15 per MMBtu as a liquidated amount representing incidental damages
Pool Manager agrees that it wil not bill any Customer for any Excess Quantiy which is
purchased by PGS from Pool Manager pursuant to this paragraph (b).

() Biling and payment of any amouns due either party pursuant to this section shall be in
‘accordance with Aricl VI

Section 4.3 Termination. If () in any three-Month period, unless excused by Force Majeure, Pool
Manager fails to cause (0 be delivered on any three (3) Days any portion of the quantity of Gas
required to be delivered to PGS pursuant to Section 4.1, or (i) Pool Manager fais o timely pay any.
‘amount due PGS pursuant to Section 4.2, or (i) Pool Manager is delinquent in making payment of
other amounts due hereunder more than three (3) times in any 12-Month period, or (¥) PGS
Getermines that Pool Manager has delivered to PGS a ltter of authorization not actually signed by
the Customer named therein, PGS may, in ts sole discretion, without incurring any liabilfy to Pool
Manager or any Customer, terminate this Agreement by facsimile notice of termination t Pool
Manager and notice to each Customer Account in the Customer Pool, such fermination o be.
effective when specified in such notices; provided, however, that PGS's exercise of the remedy forth
in this section shall not be consirued as a waiver of PGS's rihts under efther of Section 4.2 o
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‘Section 5.3. In addtion, in the event of a determination by PGS pursuant to (iv) above, PGS may
require that any future Customer letterof authorization submitted by Pool Manager be notarized.

Section 4.4 Pool Manager's Load Balancing Provisions. By the 18th Day of each calendar
month, PGS will provide the Pool Manager with the meter reads that have occurred as of the 15th
Day for the given billng month for Customer Accounts in the Customer Pool. By the 20th Day of
that calendar month, the Pool Manager may request, and PGS may grant at s sole and reasonable
discrefion, one increase or reducton to the ADQ fo be delvered by the Pool Manager for the
‘Customer Pool for the remainder of the calendar month. If such request is granted, PGS and the
Fool Manager will arrange for the release or recall of Transporter capacity and the associated
change (0 the scheduled quantiy of natural gas commodity according to the applicable FERC rules
‘and regulations and the tarif provisions of the applicable Transporier. Should the aforementioned
Gates fall on a weekend or recognized federal holiday, the requirement wil all on the following
Business Day.

Section 4.5 Establishment of Credit,

(@) Pool Manager shall estabissh credit prior to commencing deliveries of Gas hereunder (and
‘shall maintain such credit during the term hereof) by one of the following methods:

(1) making a cash deposit with PGS,

(2) fumishing an irrevocable letter of credit from a bank, of a surety bond fssued by a
Company with an A M. Best Rating Service rating of BIVI of higher for bonds up o $50,000 in
amount and a rating of A1VIl or higher for bonds over $50,000 in amount,

(3 possessing and maintaining a Standard & Poor's Long Tem Debt Rating of A- o
better, a Moody's rating of A3 or better, or a comparable ating by another nationally
recognized rating organization acceptable to PGS;

(9) if Pool Managers debt is not rated, by demonstrating to PGS (pursuant to the
provisions of paragraph (b) below) Pool Manager's creditworthiness (i, that Pool Managers
financial strength and stabily are adequate); or

() if Pool Managers parent company or a third-party establishes credit pursuant to
Subparagraphs (3) or (4) above, such parent company or third-party may serve as guarantor
of Pool Manager's obligations under this Agreement.

(5) 1 Pool Manager sesks to establish credit pursuant o paragraph (a) (4) above, Pool Manager
shall fumish fo PGS Pool Manager's audited fivancial statements (accompanied by the opinion of
independent cerified public accountants or chartered accountants of recognized national or regional
standing) for at least the two most recently completed fical years. In evaluating Pool Managers
creditworthiness, PGS wil consider Pool Manager's tangible net worth, nterest coverage ratio, ratio
of long tem debt to tangble net worth, net cash flow, and other known factors refating to Pool
Manager's creditworthiness. If credit is established by Pool Manager pursuant to paragraph (a)(4)
above, (1) PGS may periodically review s determination of creditwortniness o assure that no
material adverse changes in Pool Managers financial condtion have occurred. and (i) Pool
Manager shall annually during the term of this Agreement, within ninety (0) days following the end
of Pool Managers fiscal year, furish to PGS Pool Manager' audited financial statements for the

Issued By: Gordon L. Gilleti, President Effective:





image9.png
Peoples Gas System Third Revised Sheet No. 81196
aDivision of Tampa Electric Company Cancels Second Revised Sheet No. 8.119.6
Original Volume No. 3

year most recently ended (accompanied by the opinion of independent certied public accountants
o chartered accountants of recognized national or regional standing). f Pool Manager's credit
rating or financial statements are, or during the term of this Agreement become, unacceptable o
PGS, or Pool Manager makes any payment required by this Agreement with a check which is
dishonored by a bank, Pool Manager may establish credit only pursuant to paragraph (a}(1) or ()(2)
‘above. The provisions of this paragraph (o) shall apply to Pool Manager's parent company (or any
third-party) i the event such parent company or third-party seeks to establish credit pursuant to
paragraph (a)4) above.

() The amount of any cash deposi, letter of credit or surety bond (collectively, "Security)
furnished pursuant to paragraph (a)(1) or (a)(2) above shallbe equal to the product o () the ADQ (in
MMBIu) and (i) $150.00. PGS may require of Pool Manager, upon writen nofice of not less than
fiteen (15) Days, new Security (if previously waived or retumed), or additional Security, n order to
more accurately reflect the amounts which may become dus PGS from Pool Manager under Section
42, the amount of such Securiy to be determined as stated above.

(@) Upon termination of this Agreement, PGS shall credit the amount of any cash deposit against
the final amount (i any) due PGS from Pool Manager hereunder, and the balance, if any, shall be
retumed to Pool Manager no later than fiteen (15) Days after the final bil hereunder is rendered (or
was to be rendered).

() In no event wil PGS confim nominations of Pool Manager unless Pool Manager has
established, and continues o maintain, credit as required by ths Section 4.5

(0 Pool Manager shall pay to PGS a non-refundable fee of $250.00 for the cost incurred by
PGS for the inftal assessment of creditworthiness of any person hereunder pursuant to paragraph
(@)(4) above. Pool Manager shall also pay the cost incured by PGS for the review or re-
establishment of creditworthiness in the event the Pool Manager's creditworthiness decreases to
unacceptable levels of PGS incurs extraordinary expenses to review creditworthiness

Section 4.6 Pool Manager's Obligations. f any act or omission of Pool Manager causes PGS o
incur penalties or other expenses or labilties for unauthorized overrun Gas, for imbalances on a
pipeiine system, for a failure to comply with a pipeline tarif, or for a falure to comply with a
curtaiiment noice or to take deliveries as scheduled, Pool Manager will indemnify and reimburse
PGS for all such amounts which the acts or omissions of Pool Manager o its suppler have caused
PGS to incur. Nothing herein shall be deemed to foreclose PGS from employing ofher remedies,
including cessation of deliveries, and PGS reserves the right to do o, for the unauthorized
consumpton of Gas.

ARTICLE V - IMBALANCES; INTERRUPTION OF DELIVERIES.

Section 5.1 Interruption of Delveries. Pool Manager recognizes that PGS is entiled fo curtail or
intermupt delveries of Gas to the Customer Pool pursuant to PGS's FPSC Tarifl. Pool Manager
‘agrees that it will not bil any Customer for any quanies of Gas which are not consumed by such
Customer due to interruption by PGS. If deliveries of Gas o a Customer Account are curtailed or
intermupted pursuant to PGS's FPSC Tarif, Pool Manager shall sell to PGS, and PGS shall purchase
from Pool Manager, that portion of the ADQ that is curtailed or inferupted. PGS shal notity Pool
Manager with respect to each notice of curiailment or interruption issued pursuant to PGS's FPSC
Tarif. Afer receiving such nofice from PGS, unless otherwise directed by PGS, Pool Manager shall
ot curtai, cause to be curtailed, redirect, or cause to be redirected, any of the Customer Poofs
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ADQ in a manner which would have the effect of reducing the quanities of Gas delivered at the
Primary Delivery Point(s). For all Gas sold by Pool Manager to PGS pursuant to this section, PGS
shall pay 1o Pool Manager an amount per MMBtu equal fo the sum of () the price for spot Gas
deiivered to FGT at Vermilion Parish, Louisiana, as reported in the “Daily Price Survey” in Gas Daily
for the Day in which PGS purchased the Gas, and (i) the 100% load factor rate at which Pool
Manager acquired the Released Capacity (as defined in the Capacity Release Agreement) from
PGS pursuant to the Capacity Release Agreement PGS warrants that it will not at any time.
exercise its ight to interupt deliveries of Gas to the Customer Pool pursuant to PGS's FPSC Tarf
based solely on a determination that Gas being delivered by Pool Manager to the Primary Delivery.
Point(s)is less expensive than Gas which is, a the fime of PGS's exercise of such fight, otherwise.
available to PGS. For any Month in which PGS purchases Gas from Pool Manager pursuant to this
section, PGS shall make payment of the amount payable to Pool Manager on or before the last Day.
of the Month following the Month in which PGS purchased such Gas.

Section 5.2 Mutually Beneficial Transactions. Pool Manager recognizes that PGS maintains the
operation and system integrity of the PGS distribution system on a daly basis. Pool Manager also
recognizes that as Delivery Point Operator for the Transporter inferconnects, PGS is subject to the
ules and regulations of the applicable Transporter with regard o operational flow rates, pressures
and penalties. As such, PGS may have need for the Pool Manager o vary it daily delivery from the
agreed to ADQ. On those occasions, PGS may request, at s sole discreion, and the Pool Manager
may agree to, a change to the Pool Manager's level of Gas supply and interstate pipeine capacity.
Terms and conditions of such transaction will be agreed upon at the time of the ransaction and wil
be recorded and confirmed in writing within two business days of the transaction

Section 5.3 Correction of Imbalances. PGS and Pool Manager intend that all Monthly Imbalance
Amounts shall be resalved as of the end of each Month. At the end of each Month, the Monthly
Imbalance Amount (i any) incurred during such Month shall be resolved in kind or cash. PGS wil
provide Pool Manager with a statement of the Monthly Imbalance Amount by noon on the 107 Day of
the following Month, and post a fist of al Monthly Imbalance Amounts on its Infemet web site (or
otherwise if such web sie is not available). Pool Manager shall have  Book-Out Period unt the.
14 Day of such following monh to utiize the Book-Out provisions in Section 5.4 below. Pool
Manager and PGS shal uiiize the provisions in Section 5.5 below 10 resolve in cash all Monty.
Imbalance Amounts (or any portions thereof) remaining after the close of the Book-Out Period.

Section 5.4 Book:Out. Pool Manager may, during the Book-Out Period, net Positive Monthly
Imbalance Amounts (as hereinafter defined), or portions thereo, with Negatve Monthly Imbalance
Amounts (as hereinafter defined), or portions thereof, of ather Pool Managers or other Customers,
and may net Negative Monthly Imbalance Amounts, or porfions thereof, with Positive Monthly
Imbalance Amounts of other Pool Managers or Customers. A Pool Manager avaling itsef of the
provisions of this paragraph shall submit a completed Book-Out Agreement, n form designated by
PGS, via facsimie of mail to PGS before the end of the Book-Out Period. Such agreement shall not
be deemed efiective unless signed by an authorized representative of each Pool Manager or
Customer which is a parly thereto. PGS shall have no responsibity or fiabilty for incorrect,
incomplete, late, lost or llegible Book-Out Agreements.

Section 5.5 Cashout. By the 15" Day (or the subsequent Business Day if a weskend or hoiiday) of
the Tollowing Month, any end-of-Month imbalance remaining after rading wil be resolved in cash as
follows:
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(@) Positive Imbalances. f a Monthly Imbalance Amount is Positive (i, the sum of the ADQs of
the Customer Pool for the Month (less the Retainage) exceeds the Actual Takes of the Customer
Pool for such Month), PGS shall purchase from Pool Manager (and Pool Manager shal sel to PGS)
suich Montaly Imbalance Amount at a price per Therm (the “Unit Price”) equal to the lowest of the
‘average of weekly prices for spot gas delivered to FGT at Mustang Island (Tivol, Texas, Vermilion
Parish, Louisiana, or St Helena Parish, Lousiana, as reporied in Natural Gas Week for the Month in
‘which such Monthly Imbalance Amoun was incurred. The total amount due Pool Manager pursuant
o thi paragraph (a) shall be the product of the Unit Price (calculated as set forth herein) and such
Monthly Imbalance Amount.

(b) Negative imbalances. If a Monthly Imbalance Amount is Negative (ie., Actual Takes of the
Customer Pool exceed the sum of the ADQs of the Customer Pool for such Month less the
Retainage), PGS shal sell to Pool Manager (and Pool Manager shal purchase from PGS) such
Montnly Imbalance Amount at a prce per Therm (the "Unit Price") equal to the sum of (1) the highest
‘average of weekly prices for spot gas delivered to FGT at Mustang Island (Tivol, Texas, Vermilion
Parish, Louisiana, or St Helena Parish, Louisiana, as reported in Natural Gas Week, for the Montn
in which such Monthly Imbalance Amount accumuated plus (i) an amount equal to the sum of ()
the FGT FTS-3 usage rate (ncluding, but not limited 1o, usage charges, surcharges, fuel
reimbursement charges, and other appiicable charges, taxes, assessments and fees) for the
‘applicable calendar monih and (B) the maximum reservation rate for FGT FTS-3 capacity. The total
‘amount due PGS pursuant to this paragraph (b) shall be the product of the Unit Price (calculated as.
setforth herein) and such Monthly Imbalance Amount.

(©) For any Month in which a Monthly Imbalance Amount is required by paragraph (a) o be
purchased by PGS, PGS shall make payment of the amount payable o Pool Manager on or before.
the last Day of the Month following the Month in which the Monthly Imbalance Amount accumulated.
For any Month in which a Monthly Imbalance Amount i required by paragraph (b) to be purchased
by Pool Manager, the amount payable o PGS shall be billd by PGS and paid by Pool Manager
pursuant to Article VI

ARTICLE VI - BILLING AND PAYMENT

Section 6.1 Amounts Due PGS. When any amounts are payable by Pool Manager pursuant to
Articies 1V or V, PGS shall, a5 soon as practcable after such amounts are defermined, deiiver 2 bil
to Pool Manager for such amounts. Pool Manager shall pay any such bill rendered by PGS, minus.
any disputed amounts, to PGS at the address speciied in the invoice on or before the 20th Day
following the date of PGS's maling or other delivery of such bil

(a)  Charges for senvices due and rendered which are unpaid, and not in good faith
dispute, by the due date are subject (0 a Late Payment Charge of 1.5% per Month,
except or the accounts of federal, state and local governmental entiies, agencies
and instrumentalites. A Late Payment Charge shal be applid to the accounts of
federal, state and local governmental enties, agencies and instrumentalties at a rate:
o greater than allowed, and in a manner permitied, by applcable law.

(b) I Pool Manager fais to make any payment to PGS when due and such faiure s not
remedied by or on behalf of Pool Manager within five (5) Days afte writen nofice by
PGS of such default in payment_ then PGS, in addition to any other remedy it may
have, may, without incurring any liabiity to Pool Manager and without terminating this
Agreement, suspend further deliveres of Gas 1o the Customer Pool until such amount.
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s paid: provided, however, that PGS shall not do o i () Pool Manager's failure to
pay is the result of a bona fde biling dispute, (i) Pool Manager has paid all amounts.
notin dispute, and (i the parties are negotiating in good faith to resolve the dispute.

Section 6.2 Amounts Due Pool Manager. Any amounts due Pool Manager from PGS pursuant o
Secton 4 2(5) shall be paid o Pool Manager on or before the 20th Day of the Month following the
Montn in which PGS purchased any Excess Quantty from Pool Manager pursuant to Secton 4 2(b).
1§ PGS fais to make any payment to Pool Manager when due and such failure is not remedied by or
on behalf of PGS within five (5) Days after witten notice by Pool Manager of such default in
payment, then Pool Manager, in aditon to any other remedy it may have, may, without incurring
any liabilty to PGS and without terminating this Agreemen, suspend payment of any amounts due
PGS pursuant to this Agreement uni such amount i paid; provided, however, that Pool Manager
shall not do so if () PGS's failue to pay is the resut of a bona fide biling dispute, (1) PGS has paid
all amounts not in dispute, and (i) the parties are negotiating in good faith to resolve the dispute.

ARTICLE VIl - FORCE MAJEURE

To the extent provided in this article, Pool Manager shal be excused from defvering, on any
Day, the amount of Gas required under Article IV, i (and only to the extent) such delvery is
prevented by a Force Majeure event. For purposes of this Agreement,"Force Majeure” events shall
be limited to those which directly cause the failure of Firm transportation of Gas to the Primary.
Transporter Delivery Poini(s), where the cause of such failure consttutes an event of force majeure.
pursuant to the terms of Transporters Tarifi. I, at the time of any such failure, Pool Manager is
deiivering Gas to or for the account of persons other than the Customer Accounts in the Cusiomer
Pool, the quany of Gas as to which Pool Manager shall be excused from deivering pursuant to
Atile 1V will be no more than a proportionate amount of the otal deliveries curtailed by Transporter
due o the Force Majeurs event. Pool Manager is responsibe for establishing, o the reasonable
satisfaction of PGS, Pool Manager's entitement to the excuss from performance provided by this
article. Any quantiies of Gas which Pool Manager is excused from delivering pursuant to this article
shall be made up by Pool Manager as soon as possible at a rate of delivery reasonably estabished
by PGS, and Pool Manager shall pay to PGS, for any such quantifes which have not been made-up.
by Pool Manager within thirty (30) Days following the Day on which they were o have been
delivered by Pool Manager pursuant to Article IV (as such Day may have been extended by Force
Majeure), an amount per MMBtu equal to five (5) tmes the highest price, during such 30-Day period,
for spot gas delivered to a Gulf Coast pipeline, as publshed in Gas Daiy. Biling and payment of
any amounts payable by Pool Manager to PGS pursuant to this article shall be in accordance with
Article V1.

ARTICLE VIll - MISCELLANEOUS

Except for Gas purchased by PGS from Pool Manager pursuant to Section 5.5(a), nofhing in
this Agreement shall be consirued as vesting in PGS it o any Gas delivered by Pool Manager
hereunder.

Neither PGS nor Pool Manager is in any way or for any purpose, by nature of this Agreement
or otherwise, a partner, joint venturer, agent, employer or empioyee of the other. Nothing in this
Agreement is ntended fo be for the beneft of, o o create any duty or iabilfy to, any person not @
pary hereto.

‘This Agreement may not be assigned by Pool Manager without the prior witten consent of
Pas.
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