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REIMBURSEMENT AGREEMENT
DATED: August __, 1999
Mr. Damon Morgan

Alabama Electric Cooperative, Inc.

P.O. Box 550

Andalusia AL  36420


RE:  
Construction of Incremental Mainline Compression and Pipeline Facilities

Dear Damon:


Alabama Electric Cooperative, Inc. ("Customer") has requested that Florida Gas Transmission Company ("FGT") provide firm transportation service which will require the construction and installation of incremental mainline capacity.  The attachment sets forth the description of the incremental mainline facilities that require reimbursement ("Reimbursement Facilities") and the estimated cost of the Reimbursement Facilities.  Customer and FGT agree as follows with respect to the ownership, construction, operation and reimbursement of the Reimbursement Facilities.

1)
FGT or its agent shall construct, operate and own the Reimbursement Facilities listed in the Attachment.

2)
FGT shall obtain all permits, licenses, authorizations, or certificates necessary for the construction and operation of the Reimbursement Facilities.  Customer agrees to provide any information needed in preparation of any applications for such and agrees to support FGT in its efforts to obtain any necessary authorizations.  Upon receipt of all necessary approvals, waivers, and permits which are satisfactory to FGT, FGT shall commence construction and shall pursue such construction to completion.

3)
Customer agrees to reimburse FGT for the costs and expenses incurred directly and indirectly relating to construction of the Reimbursement Facilities, including but not limited to, the cost of permits, materials, installation, surveying, inspection, x-ray, environmental studies, regulatory filings, attorneys' fees, and other expenses or overhead that may be required.  To the extent such reimbursement qualifies as a contribution in aid of construction ("CIAC") under § 118(b) of the Internal Revenue Code (as amended by § 824 of the Tax Reform Act of 1986), Customer agrees to reimburse or "gross-up" FGT for income taxes incurred by FGT because of the CIAC income.  The gross-up requirement will be waived if Customer receives a Private Letter Ruling ("PLR") from the Internal Revenue Service stating that FGT's costs in constructing the Reimbursement Facilities do not constitute a CIAC.  Customer agrees that it will bear all the costs of seeking any such PLR.  The estimated total cost, inclusive of tax impact, of the Reimbursement Facilities is $9,200,000 as detailed in the Attachment. 

4) Prior to the date construction is scheduled to commence, FGT shall notify Customer of the construction schedule.  Construction shall be deemed completed when all reports are submitted and all work orders are closed.

5) Customer shall pay FGT $109,947 per month for a period of twelve years, beginning December 2001.  Such amount payable by Customer to FGT shall hereunder be considered payment for the facilities for which Customer is required to reimburse FGT under the terms of this agreement.  

6)
Should Customer fail to pay part or all of the amount of any invoice rendered by FGT, interest shall accrue from the due date of such invoice until the date of payment received by FGT at the lower of the effective prime rate charged by Texas Commerce Bank, N.A., plus one percent or the maximum allowable interest rate permitted by applicable law, calculated on a compounded monthly basis.

7)
In the event any Party hereto is rendered unable, wholly or in part, by force majeure to carry out its obligations under this Agreement, other than to make payments due hereunder, it is agreed that, upon such Party giving notice in full of the particulars of such force majeure event in writing or by telephone (followed by written confirmation) to the other Party as soon as possible after the occurrence of the event relied on, the obligations of the Party giving such notice, so far as they are affected by such force majeure, shall be suspended during the continuance of any event so caused but for no longer period, and such cause shall as far as possible be remedied with all reasonable dispatch.  The term "force majeure" shall be defined and have the same meaning as expressed in FGT's FERC Gas Tariff, as amended from time to time.

8)
each party shall indemnify and hold the other harmless from all liabilities, claims, expenses, suits, actions, costs and damages arising from personal injury (including death) or property damage (Including attorneys' fees and costs) arising from any negligence or wrongful act of the indemnifying party, its agents or employees relating to the obligations performed hereunder.

IN NO EVENT SHALL either party BE LIABLE TO the other FOR ANY LOST OR PROSPECTIVE PROFITS OR ANY OTHER SPECIAL, PUNITIVE, EXEMPLARY, CONSEQUENTIAL, INCIDENTAL OR INDIRECT LOSSES OR DAMAGES (IN TORT, CONTRACT, OR OTHERWISE) UNDER OR IN RESPECT OF THIS AGREEMENT OR FOR ANY FAILURE OF PERFORMANCE RELATED HERETO HOWSOEVER CAUSED, WHETHER OR NOT ARISING FROM FGT'S SOLE, JOINT, OR CONCURRENT NEGLIGENCE.

9)
THIS AGREEMENT SHALL BE INTERPRETED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS EXCLUDING ANY CONFLICT OF LAW RULES THAT MAY REQUIRE THE APPLICATION OF THE LAWS OF ANOTHER JURISDICTION.


If this Agreement correctly states our understanding, please indicate your concurrence by signing in the space provided below on both originals and returning both originals to the undersigned, whereupon a fully executed original will be returned to you for your records.







Sincerely,







R. E. HAYES







Vice President, Marketing

Agreed To And Accepted This

___ Day of August, 1999.

ALABAMA ELECTRIC COOPERATIVE, INC. 
By: __________________________

Title: ________________________

Date: ________________________

ATTACHMENT

Reimbursement Facilities:

Mainline pipeline loop and  





$6,930,000

  mainline compression upgrades at Compressor Station #11



Income tax Gross-up at 32.77%




$2,270,000


Total Cost







$9,200,000
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