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NOTICE OF PROPOSED AGENCY ACTION 
ORDER APPROVING THE FLORIDA DIVISION OF CHESAPEAKE UTILITIES 
CORPORATION’S SPECIAL CONTRACT WITH SEBRING GAS SYSTEM, INC.  

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

Background 
 

On August 14, 2017, the Florida Division of Chesapeake Utilities Corporation 
(Chesapeake) filed a petition seeking Commission approval of a Special Contract (Contract) with 
Sebring Gas System, Inc. (Sebring). Pursuant to the Contract, Chesapeake will construct a gas 
pipeline in DeSoto County near the City of Arcadia. The pipeline is referred to as the Arcadia 
Pipeline on the map shown in Attachment A to the order and as the Sebring Pipeline in the 
Contract. Chesapeake and Sebring both own and operate natural gas distribution facilities in 
Florida and are subject to the regulatory jurisdiction of the Commission pursuant to Section 
366.06, Florida Statutes (F.S.).  

The Contract between Chesapeake and Sebring was executed on June 30, 2017, has an 
initial 20-year term, and can be extended for additional one year periods unless given notification 
by either party to terminate the Contract. The proposed Contract is shown in Attachment B to the 
order. During the evaluation of the petition, Commission staff issued two data requests to 
Chesapeake for which responses were received on August 28, 2017 and on September 5, 2017. 
The first data request was also forwarded to Sebring, for which responses were received on 
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September 19, 2017. In its response to Commission staff’s first data request, Chesapeake filed 
certain revisions to the Cost of Service Study that was included in the petition. There have been 
no public comments regarding this petition. We have jurisdiction over this matter pursuant to 
Sections 366.04, 366.05, and 366.06, F.S. 

Decision 
 

At present, Chesapeake and Sebring both have customers in DeSoto County; however, 
neither utility has facilities capable of providing gas service to the City of Arcadia. In May 2017, 
by Order No. PSC-2017-0205-PAA-GU, the Commission approved a territorial agreement 
between Chesapeake and Sebring.1 Pursuant to the territorial agreement, Sebring’s service area 
includes customers within Arcadia’s municipal boundaries and two specifically identified 
customers just outside Arcadia’s municipal limits. Chesapeake’s service territory is defined as 
DeSoto County, except for customers within Arcadia’s municipal boundary and the two 
specifically identified customers who are located outside of the Arcadia municipal limits.  

The proposed Contract is designed to allow Sebring to provide gas service to the City of 
Arcadia. Sebring will construct and own the distribution system to serve customers within the 
City of Arcadia and Chesapeake will construct, own, and maintain a pipeline connecting the 
Florida Gas Transmission (FGT) interstate transmission pipeline with Sebring’s distribution 
system. Chesapeake will provide transportation service only; the gas delivered to the City of 
Arcadia via FGT and the Sebring Pipeline is purchased by Sebring. The Contract contains the 
terms and conditions under which Chesapeake will provide transportation service and the 
negotiated rate allowing Chesapeake to recover its investment in the Sebring Pipeline. Rule 25-
9.034, F.A.C., and Chesapeake’s tariff require that special contracts be approved by the 
Commission. 

In accordance with the Contract, Chesapeake is constructing approximately one mile of 
four-inch coated steel pipeline extending from the FGT facilities in Hardee County to the 
interconnection point with Sebring’s distribution system. Chesapeake will connect the pipeline 
with FGT at the Arcadia gate station, an existing delivery point. Chesapeake will install a new 
custody transfer station at its interconnection point with Sebring’s distribution system that will 
serve the City of Arcadia. Chesapeake anticipates construction of the pipeline to be complete in 
October 2017. The Contract contains language stating that Sebring is relying upon Chesapeake’s 
expertise in operating and providing transportation service over the Sebring Pipeline.   

Chesapeake stated that it has obtained approvals from the Department of Transportation 
and the Department of Environmental Protection for the pipeline. Additionally, Chesapeake 
stated it is currently working to receive approval from the Seminole Gulf Railroad for the 
railroad crossing.   

 

                                                 
1 Order No. PSC-2017-0205-PAA-GU, issued May 23, 2017, in Docket No. 20170036-GU, In re: Joint petition for 
approval of territorial agreement in DeSoto County by Florida Division of Chesapeake Utilities Corporation and 
Sebring Gas System, Inc. 
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Cost of Service Considerations 

The cost of service study provided by Chesapeake in its response to Commission staff’s 
first data request shows total annual operating cost of $128,183 for the Sebring Pipeline. The 
cost of service includes a return on the investment, operation and maintenance cost, depreciation, 
and taxes. Chesapeake’s investment for the Sebring Pipeline totals $821,384 and includes the 
main installation, custody transfer meter, and skid mount (a prefabricated frame that holds the 
meter and pressure regulation equipment). The return included in the cost of service is 5.67 
percent, based on the midpoint rate of return shown in Chesapeake’s December 2016 year-end 
surveillance report.  

The negotiated annual fixed rate contained in the Contract of $136,812 is designed to 
enable Chesapeake to cover its cost of service. The contract amount is paid by Sebring to 
Chesapeake in monthly reservation charges.2 that are fixed and do not vary based on actual 
usage. The largest daily quantity of gas Chesapeake is obligated to transport to Sebring is 720 
Dekatherms. 

Based on the cost of service study provided, we find the monthly reservation charge 
recovers its cost of service and, therefore, will provide benefits to Chesapeake’s general body of 
ratepayers, as well as Sebring’s customers in the City of Arcadia.  

Conclusion 

Based on the review of the petition and responses to Commission staff’s data requests, 
we find Chesapeake’s representations to be reasonable and approve the Special Contract between 
Chesapeake and Sebring as shown in Attachment B. The Contract is effective as of the date of 
our vote, October 3, 2017.  

 Based on the foregoing, it is 
 
 ORDERED by the Florida Public Service Commission that the Florida Division of  
Chesapeake Utilities Corporation’s petition for approval of a special contract with Sebring Gas 
System, Inc., is hereby approved, effective October 3, 2017.   
 
 ORDERED that the provisions of this Order, issued as proposed agency action, shall 
become final and effective upon the issuance of a Consummating Order unless an appropriate 
petition, in the form provided by Rule 28-106.201, Florida Administrative Code, is received by 
the Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the 
close of business on the date set forth in the “Notice of Further Proceedings” attached hereto.  It 
is further 
 
 ORDERED that in the event this Order becomes final, this docket shall be closed. 
                                                 
2 Monthly Reservation Charge: The annual fixed rate of $136,812 is billed in the following increments: 
December through March  $12,401 
April through July  $11,401 
August through November  $10,401   
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By ORDER ofthe Florida Public Service Commission this 13th day ofOctober, 2017. 

WDT 

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 app licable, interested persons. 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

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

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

The action proposed herein is preliminary in nature. Any person whose substantial 
interests are affected by the action proposed by this order may file a peti tion fo r a forma l 
proceeding, in the form provided by Rule 28-106.20 1, Florida Administrati ve Code. This 
petit ion must be received by the Office of Commission Clerk, 2540 Shumard Oak Boulevard, 
Tallahassee, Florida 32399-0850, by the close of business on November 3, 2017. 

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

Any objection or protest filed in this/these docket(s) before the issuance date of this order 
is considered abandoned unless it satisfies the forego ing conditions and is renewed within the 
speci fied protest period. 
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SPECIAL CONTRACf 

THIS AGREEMENT, entered into this JO \b day of June, 2017 by and 

between Chesapeake Utilities Corporation, a Delaware corporation, doing business in Florida as 
CenU'III Florida Oas Compnny, Wld hereinafter referred to as "Company" and Sebring Gas 

System, Inc., hcreinaf\er refet:red to as "Shipper." 

WITNESSETH: 

WHEREAS, the Comp1111y operates facili ties for the distribution of natural gas in the 
State of Florida; and 

WHEREAS, Shippct desires to serve cu.tomer5 in and arolllld the City of Arcadia in 

DeSoto County, Florida, w!tich is near its certificated service era as set forth in Shipper's 

Natural Gas Tatifl; as approved and on file with the Florida Public Service Commission {FPSC); 

and 

WHEREAS, Shipper has requested that the Company receive from Transporter certain 

quantities of Oas for Shipper's account, transport such quantities on Company's distribution 

system, and redeliver same lo Shipper's fAcilities located llW Ar~:~~dia in !XS<>to County, and 

Company ~gleeS to provide such serviee in aecoll:lance with the ~erm• and conditions herein. 

NOW, THEREFORE, in considemtion of the premises and mutual covcnMts and 

a(>reement~ herein contained, the parties agree as fo llows: 

ARTICLE I 
DEFINITIONS 

Unless another definition is expressly stated, the following terms and abbreviation•, when 

used ln this Agreement and ln all exhibits, recitals, and appendices contained or attached to this 

Agreement arc intended to and shall mean as follows: 

I .I "Btu" means the amount of heat required LO raise the temperature of one pound of water 
from 59 degrees Falt..,nheit to 60 degrees Fahrenheit al a constant pressure of 14.73 

p.s.i.a. 

1.2 "l)ay" means a period of 24 coMecutivo hours beginning and ending at 9:00a.m. Central 
Clock Time ("CCT"); provided tbat, In the event of a change in the defini tion of the 
COJTeSpondlng term in the tariff of Florida Oas Transmission Company {"l'GT") on file 

with the Federal Energy Regulatory Commission ("FBRC"), this definition shall be 
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deemed to be amended automatically so that it is identical at all times to the definition of 
the corresponding tenn io FGT's tariff. 

1.3 "Delcatherm" or "DT" means 1,000,000 Btu's or ten (1 0) Therms. 

1 .4 "Delivery Point" means the point at tile connection of the facilities of an upstream party 
and a downstream party's facility at wbicb the Gas leaves the outlet side of the measuring 
equipment of the upatream party and enters the downstream party's facility. 

1.5 "Gas" means natural gas which is in conformance with the quality specifications of the 
Transporter. 

!.6 "Maximum Daily Transportation Quantity" or "MDTQ" means the largest quantity of 
Gas, expressed in Dekathetms, that th.e Company is obligated to transport and make 
available for delivery to Shipper under this AgreemenL 

1.7 "Month" means a period beginning at 9:00a.m. CCTon the first day of a calendar month 
and ending at 9:00 a.m. CCT on the f11st day of the next succeeding calendar month; 
provided that, it> the event of a change in the definition of the corresponding term in the 
tariff of FGT on file with lho FERC, this definition shall be deemed to be amended 
automatically so that it is identical at all times to the definition of the corresponding term 
in FOT's tarifJ: 

1.8 "P.O.!." means Point of Interest, that is, the point at whlch control and possession of Gas 
passes from FGT to !he Company. 

1.9 "p.s.i.a.'' means pounds per square inch absolute. 

l.l 0 "p.s.i.g." means pounds per square inch gauge. 

l.l l "Receipt Point" means the point at which Gas is received by Transporter into 
Transporter's system from an upstream service or facility. 

1.12 "Shipper Designee" means a Company-approved agent of Shipper. 

l.l3 "Shipper's Facilities" means the Gas distribution system to be built and located in 
DeSoto County, Florida and owned by Sebring Gas System. 

1.14 "Thenn" means a unit of heat equal to 100,000 Btu's. 

1.1 S "Transporter" means any third J)0rty pipeune or pipelines utilized to effect delivery of 
Gas to Shipper's Facilities. 

ARTICLEO 
POINTS OF ))F.LJVERY AND REDELIVERY 

2.1 Shipper shall cause the Transporter to deliver to Company at the Delivery Point on 
Trnnsporter's system (whicb specified Delivery Point is hereinafter referred to as 
"Transpotter's Delivery Point"), the quantities of Gas to be transported by Company 
hereunder. Company shall haV. no responsibility lor transportation of :>nipper's Gas 
prior to receipt of such Gas from Transporter at Transporter's Delivery Point. Company 

2 
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shall deliver such quantities of OruJ received from Tran.'lporter at Transporter's Delivery 
Point tor ShipJJ<:r's account to Compr111y's Delivery Point nt the Shipper's r:aclllties 

(het'einafter refe•·rod to as "Company's Delivery Poinf'). 

ARTICL.EID 
QUANTITIES 

3.1 Company shall construct, own and maintain u pipeline in DeSoto County, Florida, :hat 

is more pariculnrly described on Exhibit A (the "Pipclne") with a capacity of ut least 
illo Minimum Daily Transportation Quantlly as set forth on Exhibit A ftltached hereto. 
The Pipeline shall be conslructed in ncconlancc with the specifications set forth on 
Bxhibit A al!achcd hen:10 and incaporatcd herein. Company shAll comp.ete 
conslnJCtion of the Pipeline such that Company will be able to deliver Gas 10 Shipper 
thtcugh tbe Pipelino no Iuter than Scercmbq I. 2017. Shipper is not responsible lOr lillY 

costs associated with the constnJCtion,opemtion, or malotennnce of the Pipeline. 

3.2 Subject to the tem1s and conditions of this Agreement, Comt)Sn,y agrees to I'Ctcive from 
Transj)Orlcr, at Transporter's Delivery Point, on a dally basis, a quantity of Oas up to 
Shipper's MDTQ, and Company agrees to transport and deliver equivalent quantities of 
Oas to Shipper at Company's DeliYill')' Point locaied at Shipper's Facilities. Shipper's 
MDTQ under this Aafe'C-nt shall be the quantity of Gas per day as shown in Exhibit A 
to this Agreement, which is incorporated herein by reference and made a part hereof. 

ARTICLE IV 
SCHEDULING MID BALANCING 

4.1 Shipper shall be responsible for nominating quantities of 011.5 10 be deliV'Ct'Cd by 
Transporter to Transporter's Delivery Point and delivered by Company to Shipper's 
Focilitios. Shipper shall promptly' provide notioo to COmpany of all such nomln•lh"'· 
Such notices shall be provided to Company electronically n.s bolll parties may ugJee. 
lmbalaooes between quantities (i) schcd•led for delivery by the Transporter to Company 
and/or delivery by Company to Shipper's Facilities, and (ii) actually deliV'Ct'Cd by the 

Transpo<ter aodlor Company bereunda, $hall be r<$01ved in accordance with the 

applicable provisions of Company's Florida Public Service Commission (''FPSCj 
Natural Oas Tariff, n.s such provisions may be amended from time to time, subject to 
approval by the PPSC. 

4.2 Tho perties hereto "'cognize the desirability of maintaining a uniform rate of flow of Gas 

10 Sbipper's Facility over each 24-bour period and eech Day throughout each Mceth. 
Therefore, Company agrees 10 receive from the Transporter for Shipper's account at 

Tr.mporter's Delivery Point and deliver to Company's Delivery Point up to the MDTQ 
as described in Exhibit A attached hereto, subject to any rest.rictions imposed by the 
Transporter and to tho provisions of Articles V and IX of this Agreement, and Shipper 
agrees to use reasonoble efforts to regulate its deliveries from Company's gruJ distribution 

system at a daily rate of flow not10 exceed the applicable nomination in place subjecliO 
any additional restrictioiiS inlposed by the Transporter or by Company pursuant to 
Articles V and VI of this Agree-.t 
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ARTICLEY 
CI/RTAILW.NT 

S. I This Agreement in all aspect~ shall be and remain subject to the applicable provisions of 
Company's Curtailment Plan, M fl ied witn the FPSC, which is nrtacherl hereto end mode 
a part hereof by !his reference. 

ARTICLE VI 
TITLE. CONIROL AND INDEMNIFICATION 

6. I Shipper or its ogent warrants that it will have good and mercbantsble title to aU Gas 
delivered by the Tren.sponer to Compony for Shipper's eccount at Transporter's Delivery 
Poinl, and that to the extent of Shipper's commercial control, such Oas will be free and 
clear of all liens, encumbrMCCS, and claims whatsoever. In the event any odvetX claim in 
re$pOCI to said 0as it esse11ed, or Shipper breacbes ils warranty herein, ComJ*lY shall 
not be required to perform its obliptions 10 tru1SJ>0C1 and deliver said Oas 10 Shipper's 
Facmties, subject to ~ipt or any necessuy regulatory authorization, to continue service 
hereunder for Shipper until such claim has been finally determined; provided, however, 
that Shipper may receive service if (i) in the case of an adverse claim, Shipper fUrnishes a 
bond to Company, conditioned for the protection of Company with respect to such claim; 
or (ii) in the case of u breach of warrunty, Shipper promptly furnishes evidence, 
satisfactory to Company, of Shipper's title ·to said Gas. 

6.2 Shipper shall be deemed to bo in control and possession of. the Gas prior 10 delivery to 
Transporter's Delivery Point; and Compeny shall be deemed io be in control and 
possession of the Gas to be transported by it upon·detivery of such Gas by Tr•J\sponer to 
Transporter's Delivery Point and until it shall have been delivered to Compan)"J Delivery 
Point. 

6.3 (a) For value received and to induc:c Company to enter into this Agrwnent. Sblpper 
·~ to protce~ defend (at Shipper's expense and by oou,.,l satisfactory to Company), 
indemnify, aod save and hold hannlcss Company, its officers, directors, sbarebolden, 
employees, agenJ.s, suc:cesso11 end assigns, from and against all direct or indin:ct oosts, 
expenses, damages, losses, obliaations, lawsuits, appeals, claims, or liabilities of any kind 
or nature (whether or nol such claim is ultimately defeated), including in each instance, 
but not limited 10, all costs and expenses of investigating and defending any claim at any 
ti.me arising and any Onal judgments, compromises, settlements, and cour1 costs and 
attorneys' fees, whether fore~en or unforeseen (including all such expenses, cow·t costs, 
and attorne)'!' fees in the cnforcemenl of Company's rights he1·eunder), incurred by 
Company in connection with or arising out of or resulting from or relating to or incident 
to: 

1. any breach of any of the representations, wruranties, or covenAnts of Shipper 
contained in this Agreement or in any Exhibit, Schedule, or other document 
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attached hereto and/or incorporated by reference herein, specwcally including but 
not limited to: 

a. any Transporter penalties or other expenses or liabilities for tmnuthorized 
overrun or undemm Cas, for montllly imbalances, for failure to comply 
with its FERC Tariff, or for failure to comply with a curlllilment notice or 
to take deliveries as scheduled, pursuant to Sections 3.1 and 4.1 of this 
Agreement; and 

b. any breacb by Srupper of warranty of tide to Gas and related obligations, 
pursuant to Sections 6.1 and 6.2 of this Agreement; 

2. any claim by a creditor of Srupper as a result of any transaction pursuant to or 
contemplated by this Agreement; 

3. any claim against Company relating to any obligation or liability of Shipper; and 
4. tbt operation.s or activities ofSrupper in perfonnance of this Agreement. 

In the event that any claim or demand for which Shipper. would be liable to 
Company hereunder is asserted against or sought to be collected &om Company by a 
third part';, Company shall promptly notifY Shipper of such claim or demand, specifying 
the nature of suclt claim or demand and the amount ot· the estimated amount thereof, if 
detennination of an estimate is then feasible (wbiclt estimate shall not be conclusive of 
the fmal amount of such claim or demMd) (the· "Claim Notice''). Shipper shall have 
twenty (20) days, or such shortet• period as the circumstances may require if litigation is 
involved, from d1e personal delivery or mailiug of the Claim Notice (the "Notice Period'~ 
to notify CompMy: 

I . wtether or not it disputes its liability to Company hereunder witt respect to such 
claim or demas>d; and 

2. whether or not it desires, a! its sole cost and expense> to deftnd Company against 
such claim or demand. 

In the event !hat Shipper notifies Company wilhin the Notice Period that it dc.sircs 
to defend C-ompany against such claim or demand and except as hereinafter provided, 
Shipper shall have the right to defend Company by appropriate proceedings, which 
proceedings shall be promptly settled or prosecuted by Shlpper to a final conclusion ip 
any manner as to avoid any risk of Company becoming subject to any liability for such 
claim or demand or for any other matter. If Company desires to participate in, but not 
contml, any defense or settlemen~ it may do so at its sole cost and expense. If Shipper 
elects not to d~fend Company against such claim or demand, whether by not giving 
Company ~imely notice as provided above or otherwise, then the amount of any such 
claim or demand, or, if the same is contested by Shipper or by Company (Company 
having no obligation to contest any such claim or demand), then that portion thereof as to 
which such defense is unsucoessful, shall be conclusively deemed to te a liability of 
Shipper and s.ubje<:l to indemnification as provided hereinabove. 

(b) Por value received Md to induce Shipper to enter into Ibis Agreement, Company 
agrees to protect, defend (a! Company's expense and by counsel satisfactory to Shipper), 
indemnify, and save and hold harmless Shipper, its officers, directo", shareholders, 
employees, agents, succe.<Sors and assigns, from and against all direct or indirect costs, 

5 
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expemes, damages, losses, obligations, lawsuits, appeals, claims, or liabilities of any kiod 
or nature (whether or not such claim is ultimately defeated), including in eacb instance, 
but not limited to, all coots and expenses of Investigating and defending any claim at any 
time arising and any final judgments, compromises, settlomonts, und court costs and 
attorneys' fees, whether foreseen or unforeseen (including all such expenses, court costs, 
and at!Omeys' fees in the enforcement of Shipper's rights hereunder), incurred by 
Shipper in connection with or arising out of or resulting from or re.lating to or incident to: 

I. any breach of any of the representations, warranties, or covenants of Company 
oontalocd in this Agleement or in any Exhibit, Schedule, or other docu~M~~t 
a!IJ!ched hereto and/or incorporuted by reference herein, 3pecifically including. 
but not limited to, llliY breach by Company of warranty of title to Oas and related 
obligations, pursuant ro Sections 6.1 and 6.2 of this Agreement; 

2. any claim by a creditor of Company os a result of any transaction pursuant to or 

contemplated by this Agreement; 
3. any claim against Shipper relating ro any obligation orliabillly of Company, or its 

affiliat.es; and 
4. the opetations or activities of Company in performance of this Agreement. 

In tho event that any claim or demand for which Company would ·be liable to 
Shipper hereunder is asscTted against or sought to be collected from Shipper by a third 
party, Shipper shall promptly notify Company of such chtlm or demand, specifying the 

nature of such claim or demand and tlte amount or the estimated an1ount thereof, If 
determination of an estimate is then fet!Sible (which estimate shol1 not be conclusive of 
the final amount of such claim or demand). Company shall have twenty (20) days, or 
such shorter penod as the circumstances may require if litigation is involved, from u., 
penonal delivery or maili08 of. the Claim Notice to notify Shipper: .. 

I. whether or not it dispotes its liability to Shipper hereunder with respect to such 
claim or demand; and 

2. whether or not it desires, at its sole c01<t and expense, to defend Shipper against 
•-uch claim or demand. 

In the event that Company notifies Shipper within the Notice Period that it desires 
to defend Shipper against $UCb claim or demand and except as hcreinafler provided, 
Company shall bave the right to defend Shipper by appropriate proceedings, which 

proceedi08S shall be promptly settled or prosecuted by Compeny to a final conclusion in 
any manner as to avoid any risk of Shipper becoming subjeel to any liability for such 
claim or demand or for any other matter. If Shipper desires to participate in, but not 

control, any defense or settlement, it may do so at its sole cost and expense. If Company 
elects not to defend Shipper against such claim or demand, whether by not giving Shipper 
timely notice as provided above or otherwise, then tho amount of any sucb claim or 
demand, or, if tha same is contested by Company or by Shipper (Shipper having no 
obligation t.o coruest any sucb claim or demalld), then that pottioo thereof as to whicb 
such defense is unsuccessful, shall be conclusively deemed to be a liabmt:y of Company 

and subject to indemnification as provided hereinabove. 

6 
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(c) The foregoing indemnification and hold harmless agreement shall benefit both 
panics from the date hereof and shall survive the termination oftbis Agteement. 

ARTICLE VII 
RATE 

7.1 The rate to be charged each month for transportation service provided by Company shall 
be as set forth in Exhibit A to this Agreement, which Is inc01pomted herein by reference 
and made a pa•1 hereof. The rate, as set forth in Exhibit A, has been negotiated between 
the parties and includes only Company's delivery chllf!,"' per month for Gas transported 
and redelivered under this Agreement and does not include any charges for transportation 
service by FGT or "''Y other Transporter transporting Shipper's Gas prior to delivery to 
Company at the Transporter's Dell very Point. The rate provided in Exhibit A is subject 
to the continuing jurisdiction of the FPSC and may be adjusted during the term of Chis 
Agreement only by Order of the FPSC. Company shall notifY Shipper as soon as it 
receives any notice form FPSC of a proposed rate change. 

7.2 Billing of the Reservation Charge, as set forth In Exhibit A, will commence upon the 
completion of the Shipper Facilities, or December I, 2017, whichever is earliest, and will 
be billed to Shipper Designee. 

7.3 If, during the term of this Agreement, the Federal Government, or any State, municipality 
or subdivision of such Government, should increase mty present ta.x or levy any 
addhional tax, relating to the se•'Vicc provided by Company under this Agreement, any 
such additional tax required by law to be p.,id by Company shall, in Company's 
discretion, insofar as such discretion is provided for under applicable law, be separatc.ly 
stated in tl1e bill. If, during the tellD of this A,greemen~ the Federal Goverrunent, or any 
State, municipality or subdivision of such Government, should decrease or eliminate My 
tax relating to the service provided by Company under this Agreqment, the reduction in 
such tax required to be paid by Company shall be separately stated as a reduction in the 
amount of the bill retroactive to tho effective date of such tax reduction. 

ARl'lCLEVIH 
J1il!M 

8.1 Subject to all other provisions, conditions, and limitations horoof, this Agreement shall be 
effective. upon its date of execution by both parties and shall continue in full force and 
effect for an initial period of twenty (20) years from the in-service date of the Pipeline as 
set forth in Section 3.1 (the '1nltial Term"), and shall thereafter be extended for 
additional periods of one year each; unless either party gives written notice of termination 
to the other party, not less than one hundred and twenty (120) days prior to the expiration 
of the initial or any subsequent tem1. This Agreement may only be terminated earlier in 
accordance with the provisions of this Agreement or If mutually agreed to by the pmties 
in wl'iting. 
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10.1 Company's applicable Rate Schedule provisions to the extent mutually agreed upon by 
the parties in writing, may be incorporated into this Agreement, and applicable 
Subsections of the Rules and Regulations of Company's Natural Gas Tariff approved by 
the FPSC, including any amendments thereto approved by the FPSC during the term of 
this Agreement, are hereby incorporuted into this Agreement and made a part hereof. In 
the event of any conflict between said provisions of Compnny's FPSC NatUTal Gas Tariff 
and specific provisions of this Agreement, the latter shall prevail, in the absence of an 
FPSC Order to the contrary. 

AR1'fCLE'XI 
SAFE DESIGN AND OPERATION 

11.1 Company warrants that its distribution system is currently built and maintained in in 
aocordant:e with the Federal Department of Transportation ("FOOT") Regulations, 
Sections 191 and 192 and Chapters 25-7 and 25-12 of the Florida Public Service 
Commission, aod covenants that it shall maintain its distribution system in accordance 
with the Federal Department of Transportation ("FOOT") Regulations, Sections I9l and 
192 and Chapters 25-7 and 25-12 of the Florida Public Service Commission, which has 
statutory powers granted to establish rules and standards for safe design, installation, 
operation and maintenance of natural gas systems. Company covenants and agrees it 
shall maintain, repair and replace equipment to assure the safety and good working order 
of the Company natural gas system at no cost to Shipper for the term of this agreement. 

11.2 It shall be the responsibility of Shipper to !lUiintain all Shipper-owned eq11ipmen1, S1>V1ing 
from the outlet side of the measurement equipment at the Company's Delivery Point. 

11.3 Shipper shall have the right to periodic third-party independent inspections of equipment. 
Inspections performed shall be at Shipper's cost. Company covelllUllll and agrees co 
correct eny defects noted by such inspection which are not in conformance with FOOT 
and f'PSC Regulations referenced above in Section 11.1 at Company's cost. 

ARTICLE XD 
MISCELLANEOUS PROVISIONS 

12.1 Notices and other communications. Any notice, request, demand, statement or payment 
provided for in this Agreement, unless otherwise specified, shall be sent to the Parties 
hereto at the following addresses: 

Shipper: 

Phone: 
Email: 

Sebring Gas System, Inc. 
35 15 Highway 27 South 
Sebring, FL 33870-5452 
Attention: Jerry Melendy 
(863j 385 0194 
Jmelendy@ftoridasbestgas.com 
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CUC: 

Phone: 
Email: 

Central Florida Oa.s Company 
I 750 S I 4'' Street, Suite 200 
Fernandina Beach, FL 32034 
Attention: Cheryl Martin, A VP, Regulatory Affairs 

(904) 445 9298 
cmmao1in@fpuo.com 

I 2.2 Headings. All article headiJ1is, section headings and subheadings in this Agreement II1C 

inserted only for the convenience of the parties in identification of the provisions hereof 
and shall not affect any construction oc intctpreCation of this Agreement. 

12.3 Elltire Agreement This Agreement, including the Exhibits a!!Jiched hereto, sets forth the 
full and complete underscanding of the pertics as of the date of its execution by both 
parties. and it supersedes any and all p<ioc negotiations, agreements, exeeU!ed c:onltDcts, 

and uadentandings with respect to the subject matte< ~f. No pany shall be bound by 
any other obligations, conditions or representations with respect to the subject man"r of 
this AgreemenL 

I 2.4 Amendmenu. Neither this Agreement nor any of the tetms hereof may be terminaltd, 
amended, supplemented, wnlvcd or modified except by an instrument in writing signed 
by the Pa11y against which enforcement of the termination, amendment, supplement, 
waiver or modification shall be sought. A change in (a) the place to which notices 
pursuant to this Agreement must be sent or (b) the individual designutod as the Contact 
Person pursuant to Section I 2.1 shall not be deemed nor require 11n ametldment af this 
Agreement provided such change Is communicated in accordance with Section 12.1 of 
tbis Agreement. Funher, the parties expressly acknowledge that the limitations on 
amendments to this Agreement set forth in Ibis section shall not apply to or otherwise 
limit !he et!'ectiveness of amendments which are necessnry to comply with the 
requiremeots of, or ore otherwise approved by FPSC or its su.:cessor agency oc autllority. 

12.5 Seyqability. If any provision of Ibis Agreement becomes or i5 deelarcd by a c:cun of 
oompetent jurisdiction to be illegal, unenforceable or void, this AgJ<ement shall continue 
in full force and effect without said provision; provided, however, that if such 
severability materially ch4nges the economic benefits of this Agreement to either party, 
the parties shall negotiate M equitable adjustment in the provisions of this Agreement in 
good faith. 

12.6 Waiver. No waiver ofnny of the provisions ofti1is Agreement shall be deemed to be, nor 
shall it constitute, a waiver of any other provision whether similar or not. No single 
waiver shall constitute o continuing waiver. No waiver shall be binding unless executod 
in writing by the party makina the waiver. 

12.7 Aoorneys' Fees 8J)d Cos!S. fn the event of any dispute arising conocming this 
Agreement, tile parlles shall in tho firs t instance attempt infonnal Mediation to resolve 
the dispute. Thereafter, in the event of litigation relative to, or ari!ting out of the 
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relationship of the Parties as evidenced by tl1is A.greemcn~ tl1c prevailing party shall be 
entitled to rec<>ver from the non-prevailling party, in addition to any other sums whic!h 
may be found to be due, all costs incurred and reasonable attorneys' fees, including, but 
not limited to, all such costs and fees incw·red during investigation, in preparation f<>r 
trial, at trial, at retrial, upon rehearing or appeal of the decision of any tribunal, in 
bankroptcies, and in any administrative proceedings. 

12.8 Indeoendcut Parties. Company and Shipper shall perform hereunder as independent 
parties and neither Company or Shipper is In any way or for any purpose, by virtue of thi.s 
Agreement or otherwise, a partner, joint venturer, agent, employer or employee of the 
other. Nothing in this Agreement shall be for the benefit of any third person for any 
purpose, including, without limitation, the establishing of any lypc of duly, standard of 
care or liability with respect to any third person. 

12.9 Assignment and Transfer. No assignment of this Agreement by either party may be made 
without the prior written approval of !l1c other party (which approval shall not be 
unreasonably withheld) and onless the assigning or transferring party's assignee o•· 
transferee shall expressly assume, in writing, the duties and obligations under this 
Agreement of the assiSJling or transferring party, and upon such assignment or transfer 
and assumption of the duties and obligations, the assigning or transferring party shall 
furnish or cause to be furnished to the other pru1y a true and co1tect copy of such. 
assignment or transfer and assumption of duties and oblig_atjons. 

12. I 0 QQmnrnental Authorizations: Compli!lll£.e wjlh Law. This Agreement shall be subject lo 
all valid applicable state, local and federal laws, orders, directives, rules and regulations 
of any governmental body, agency or official having jurisdiction over this Agreement and 
the transporllltion of Gas hereunder. Company and Shipper shall comply at all times \\1th 
all appllcable federal, state, municipal, and other laws, ordinances and regulations. 
Company Mdlor Shipper will furnish any information or execute any documents required 
by any duly con.~ltu1ed federal or state regulatory authority in connection with the 
performance of this Agreement. Each party shall proceed with diligence to file any 
necessary applications with any governmental auilioritles for any authorizations 
necessary to carry out its obligations under this Agreement. In addition to the foregoing, 
Company shall file within sixty (61>) business days an appropriate petition with the FPSC 
ijeeking approval of this Agreement as a Special Contrac~ In tbe eve11t l'PSC ~pprov\1! 
ocours after December I, 2017, the Company shall retroactively adjust any rendered bills 
to Shipper for the period beginning December I, 2017 through the FPSC approval date. 
In the event this Agreement or any provisions herein shall be found contrary to or in 
conflict with any such law, order, directive, rule or regulation, the latter shall be deemed 
to control, but nothing in this Agreement shall prevent either party from contesting the 
validity of any such law, order, directive, rule, or regulation, nor shall anything in this 
Agreement be construed to require either party to waive its respective rights to assert the 
lack of jw·isdiction of any govemmental agency other than tl>e FPSC over this A.greement 
or any p<U1 thereof. In the event of such contestation, or in the event FPSC has not 
approved this Agreement as a Special Contr•ct by Dec~mber I, 2017, and unless 
othe•wise prohibited from doing so under this Section 12.1 0, Company shall continue to 
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tmnspo:t and Shipper shall continue to take Gas pursuant to the t= of this Agreement. 
In !he event any Jaw, order, directive, rule, or regulation shall prevent eitter party from 
performing hereunder, then neither party shall have any obligation to the ot\e~· during the 
period that performance is precluded. 

12.1 1 Law Govcmjng Aoreemept; Venue. This Agreement and any dispute aris:ng hereunder 
shall be governed by and interpreted in aecordance with the laws of tho Slllte of Florida. 
The venue for any action, al law or in equity, commenced by either party against the 
other arut arising out of or in connection with this Agreement shall be before an agency or 
a court of the State of Florida having jurisdiction. 

12.12 Couuteroarts. This Agreement may be executed in 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 any party who bas signed it. 

IN WITNESS WHEREOF, the parties have executed this Agreement on the dates stated 
below. 

UTILWES CORPORATION d/b/a 
' LDRIDA0AS 

TITLE: ~,·~~<?"-. 0'-'('~.e<,..2.· 1SJ~CL.Lt __ 

DATE: ....::L+-,h"-u=i-/'-'1')"--
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BXHIBITA 

TO 

SPECIAL CONTRACT 

CHESAPEAKE IJfiLITIES CORPORATION 

AND 

SEBRING GAS SYSTEM, INC. 

DATED: o(f/?Jo/ <!.0 J1 
r I 

Destription of 
Delivery l'ointlsl 

Interconnection with 
Florida Gas Transmission at 
the existing Arcadia gate 
station in Hardee County 
florida. 

Description of Points 
of Deli:very 

Interconnections between 
the existing pipeline facility 
at or near Hwy 70 and Hwy 
72 in DeSoto CoUJity. 
Florida. 

Interconnection between 
proposed cue me.ter and 
pressure reducing station on 
the east side of the Peace 
River in Arcadia, Florida to 
the Shipper's pipeline. 

MOTQ in Dckatberrus. 
Excluding Fud Retention 

720 

The pipeline consists of a tap and valve, approximately I mile of 4.50" x 0. I 88" API SL X 52 
pipe, a custody transfer meter and pressure reducing equipment. The design opeo·ati11g pressure is 
250 pslg. Shippcr,is relying upon Company's skill, judgment and expertise in operating and 
providing transp~rtation service over the Pipeline and associated facilities. 

13 
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EXHJBIT A (page 2) 

:rotal MD'I'Q !Dekatberms): 720 

F!•el Retention Percento ge: 0.05% 

Mo_nthh· Rest.rvAtior~ Ch Arse~ Annual fixed ;ate of$ l36,8 12 billed in the foUowing monthly 
increments. 

December through March 
April through July 
August tlu'Ough Novembet' 

$12,401 
$11,401 
$ 10,401 

Narurol Gas Sy•tem; Company will provide and arrange for tl1e installation of a pipeline tap, 
pressure reducing equipment, and electronic metering equipment compatible with the Shipper's 
data gathering syslem to enable natural g .. '"'"&' by Shipper. Shipper is relying on Company's 
skill, Judgment and expertise in selecting and installing materials and equipment 

IN WITNESS WHEREOF; the parties r.ereto have executed this Exhibit A with their 
duly authorized officers on the dates stated below. 

SEBRING GAS SYSTEM, INC. 

C
-BY:~~ 
L~,;~~' U . . 

TITLE: '\) '1-v:; ·, J..,.i~ 

DATE: ___Q.{;/oo/ll~ 11 

CHESA~IjKE UTILITIES CORPORATfON d/b/a 
CllNTRtLORIDA GAS 

BY: ~ 

NAME: \<(J: .- 1....-,.,.\ke. ,
TITLE: \); <C:' fc.,..,;.Jent 
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