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OPERATIONAL BALANCING AGREEMENT
between
GULF SOUTH PIPELINE COMPANY, LP
and
FLORIDA GAS TRANSMISSION COMPANY 


	THIS AGREEMENT ("OBA" or "Agreement") made and entered into by and between Gulf South Pipeline Company, LP ("GULF SOUTH") a Delaware corporation with offices at 20 E. Greenway Plaza, Houston, TX 77046-2002 and Florida Gas Transmission Company ("FGT"), a Delaware corporation, with offices at 1400 Smith Street, Houston Texas 77002 (collectively the "Parties" or individually as "Party"), this _______ day of February, 2002.

WITNESSETH

	WHEREAS, the facilities operated or to be operated by GULF SOUTH and FGT interconnect at a location(s) specified in the Exhibit 1 attached hereto and incorporated herein by this reference (hereinafter referred to as " Location," whether one or more); and

	WHEREAS, GULF SOUTH and/or FGT (at times hereinafter referred to as the "Parties" or individually as a "Party") have entered into one or more agreements with third party Service Requesters (hereinafter referred to as "Service Requester(s)") for the transportation of gas to or from the Location on their respective systems (said agreements hereinafter referred to as "Service Requester Agreements"); and

	WHEREAS, from time to time, the quantities of gas confirmed and scheduled by the parties to be delivered to or received from the Location (said quantities hereinafter referred to as the "Scheduled Quantities") may be greater or lesser than the quantities of gas which are actually delivered at the Location, resulting in over- or under-deliveries relative to Scheduled Quantities; and

	WHEREAS, the Parties desire to implement an operational balancing agreement in order to facilitate more efficient operations, accounting, and systems management at the Location and on the Parties' respective systems.

	NOW, THEREFORE, in consideration of the premises and mutual covenants contained herein, the Parties agree as follows:

	1.	Prior to the date and time of flow at each Location, the Parties shall confirm and schedule nominations which will be delivered or received at each Location.  Such reconciliation and confirmation between the Parties shall be made electronically unless otherwise mutually agreed to by the Parties. 

	2.	The Parties intend that the quantity of gas actually delivered and received each day at each Location will equal the Scheduled Quantities for that location.  Each Party will allocate quantities which have been delivered and received at each Location among the Service Requester Agreements on its system pursuant to the Scheduled Quantities at such locations.  Any imbalance created, when the actual physical flow is different from the Scheduled Quantities will be the "Operational Imbalance," which will be the responsibility of the Parties to eliminate pursuant to this Agreement.  The daily Operational Imbalance on any day shall not exceed 10% of the Scheduled Quantities for such day, and shall not exceed a cumulative volume of 5100,000 Dth/d, unless otherwise mutually agreed to by both parties. If either tolerance is exceeded and either Party is unwilling to immediately reschedule Scheduled Quantities to equal physical flow, this Agreement can be suspended as of the date this tolerance is exceeded, by either Party by written notice to the other; provided, however, the provisions of Paragraphs 4(a), 4(b) and 4(c) of this Agreement shall continue to apply during the periods of suspension.  This Agreement shall be reinstated upon written agreement to such effect signed by both Parties.  Upon the mutual agreement of the Parties, daily imbalances may be reduced or eliminated by delivering and receiving quantities of gas at other existing interconnections between the Parties.

3.	Estimated operating quantities flowing at each Location shall be used on a daily basis during any current period to determine the estimated Operational Imbalance at such Location, with physical flow adjustments to be made during that current period as mutually agreed to by both Parties to attempt to maintain or achieve an Operational Imbalance of zero at such point; provided, however, the Parties agree that Scheduled Quantities will be received and delivered at a uniform hourly rate or other hourly rate mutually agreeable by the Parties.   GULF SOUTH Neither Party shall not have any obligation to alter its pipeline pressures, provide compression, or modify its pipeline operations to eliminate any Operational Imbalance.

4.	(a)	The actual measured quantity of gas at the Location each month shall be determined and communicated by the measuring party ("Measuring Party") by facsimile, electronic interface system or in writing to the other Party in accordance with GISB Standard 2.3.7.  The actual measured quantity shall be determined pursuant to the applicable provisions of the Measuring Party's Tariff or applicable measurement procedures.

	(b)	For the previous month activity, prior to the last day of such month or within five (5) business days following the end of such month, the Parties shall reconcile and confirm in writing the nominations received by each from shippers for whom the Parties delivered or received gas at the Interconnection Point.  Any changes to such confirmed nominations shall be effective only if agreed to in writing by both Parties.  Such written communication shall be provided by GULF SOUTH and shall be in the form set out on the attached Exhibit 2 or in any other form mutually agreeable to the Parties.

	(c)	For the purpose of accounting for the previous month, the physical flow at the Interconnection Point each month will be determined and communicated by GULF SOUTH to FGT in writing as soon as possible, but in no case later than the tenth (10th) business day of the month following the month in question or such other date as may be mandated by the GISB from time to time.  Physical flows shall be determined pursuant to the applicable provisions of measuring party’s then effective FERC Gas Tariff or Operating Statement; provided however, the Parties may agree to standards more stringent than the point operator’s then effective FERC Gas Tariff or Operating Statement.  Any Operational Imbalance for any calendar month shall be agreed to in writing within twenty (20) days of the end of such month in the format set forth on the attached Exhibit 3 or in any other format mutually agreeable to the Parties.  Such Operational Imbalance shall be corrected in a manner mutually agreed to within thirty (30) days beginning the month immediately following the month in which the Operational Imbalance is agreed to in writing by the Parties or within such longer period of time as is mutually agreed to in writing by the parties.  The Operational Imbalance shall be cleared in the following month by scheduling a uniform flow or as mutually agreed to in writing by the Parties.  The thirty (30) day correction period shall be extended for any capacity constraints occurring on either party’s system. Within five (5) days of the confirmation of the Operational Imbalance for any calendar month, the Operational Imbalance shall be resolved by "cash out" valued at the Index Price in accordance with Section 5 below. 

5.	Operational Imbalances shall be indexed to a price (hereinafter referred to as the “Index Price”) which shall be calculated as follows:

(a)	The reference spot price ("Reference Spot Price") for each month shall be the monthly average spot price, expressed in units of $/Dth/d for gas delivered to FGT at Mobile Bay as published for such month in Gas Daily (published by Financial Times Energy, 1600 Wilson Blvd., Suite 600, Arlington, Va. 22209).  In the event that Gas Daily is no longer published, the successor Financial Times Energy publication shall be utilized.  In the event that Financial Times Energy no longer publishes such spot price indices or in the event that the Financial Times Energy indices are no longer reasonably representative of spot prices at the GULF SOUTH/FGT interconnect, GULF SOUTH and FGT shall meet to determine and to agree upon an alternative spot price indices. 

(b)	Each month the cash out for the imbalances for the previous month at the Reference Spot Price established for such previous month shall occur as follows: (i) Where the quantity of gas scheduled for the month exceeds the actual physical flow of gas for the month resulting in excess deliveries ("Negative Imbalance"), the Negative Imbalance shall be purchased by GULF SOUTH from FGT at the Reference Spot Price.  (ii) Where the quantity of gas scheduled for the month is less than the actual physical flow of gas for the month, resulting in excess receipts ("Positive Imbalance"), the Positive Imbalance shall be purchased by the FGT from GULF SOUTH at the Reference Spot Price.

(c) Billing and payment of the cash-out amounts shall be as follows:  (i) FGT shall, within twenty (25) days from the end of each month, render a statement for any cash-out payments owed by either FGT or Gulf South for balances occurring during the preceding month. (ii) Payments under this provision shall be tendered within ten (10) days from receipt of statement. (iii) Prior period adjustments, errors and billing disputes will be handled in accordance to Section 18.6 of GULF SOUTH’s FERC Gas Tariff.

65.	In the event that a capacity constraint occurs on either Party's system which results in curtailment of quantities through a Location, the Party on whose system the constraint has occurred shall determine the confirmation of quantities to the Service Requestor(s) under the affected Service Requestor Agreements.  Such change in Scheduled Quantities shall be confirmed as required by Paragraph 1 above.  If the constraint occurs at the Location, the operator of the Location shall determine the confirmation of quantities to the Service Requestor(s) under the affected Service Requestor Agreements, unless otherwise mutually agreed.

67.	This Agreement is entered into in order to facilitate operations and accounting between the Parties, and shall have no effect upon the Service Requester Agreements or upon the effectiveness of any Party's Gas Tariff or General Terms and Conditions.

8.	As points of interconnect between the pipeline system of GULF SOUTH and the pipeline system of FGT are added or removed, Exhibit 1 may be modified by written agreement and with mutual consent between GULF SOUTH and FGT to reflect such additions or removals. 

89.	Notwithstanding the termination of this Agreement, the Parties agree to reconcile and eliminate any remaining Operational Imbalance pursuant to the terms and conditions of this Agreement within thirty (30) days of termination of this Agreement or such other period of time which is mutually agreed to by the Parties.

910.	This Agreement and the terms and conditions herein are subject to all present and future valid laws, orders, rules and regulations of duly constituted authorities having jurisdiction.

1011.	In the event a conflict exists or arises between this Agreement and a Party’s Gas Tariff or General Terms and Conditions, as amended from time to time, it is agreed and understood that the latter shall control.

1112.	This Agreement is for accounting and system management purposes only, and is entered into by the Parties with the understanding that the balancing activities provided for hereunder will not subject any non-jurisdictional entity to regulation by the Federal Energy Regulatory Commission as a "natural gas company" under the provisions of the Natural Gas Act.  If, at any time, it should be determined that such balancing activities do result in such regulation, then this Agreement shall immediately terminate, and any remaining Operational Imbalance shall be resolved by the Parties within thirty (30) days after termination of this Agreement.

1213.	Any entity which shall succeed by purchase, merger or consolidation to the properties, substantially as an entity, of either Party, shall be subject to the obligations of its predecessor to this Agreement.  No other assignment of this Agreement or of any of the rights or obligations hereunder shall be made.

1314.	AS TO ALL MATTERS OF CONSTRUCTION AND INTERPRETATION, THIS AGREEMENT SHALL BE INTERPRETED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS.

15.	Any notice, request, or statement provided pursuant to this Agreement shall be in writing and shall be considered as having been given, if delivered personally, when delivered, or, if either electronically communicated, mailed, postage prepaid, sent by express mail, or overnight delivery, or if telecopied to the other Party, then, when sent, to the following:

Gulf South Pipeline Company, LP
20 E. Greenway Plaza   Suite 900
Houston, TX  77046-2002
Attention: Volume Analysis
Phone:  713-544-4123
Fax:  713-544-6257


Florida Gas Transmission Company 
P. O. Box 1188
Houston, Texas 77251-1188
Attention:  Customer Services
Phone:  (713) 853-6290
Fax:  (713) 853-6756

	Changes to the above addresses shall be effectuated by a Party notifying the other Party in writing of the modification. 

16.	A waiver by either Party of any one or more defaults by the other Party hereunder shall not operate as a waiver of any future default or defaults, whether of like or different character.

17.	The Effective Date of this Agreement shall be the in-service date of FGT's Phase V Expansion.

18.	The primary term of this Agreement shall be from the Effective Date until cancelled upon forty-eight (48) hours prior written notice by either Party or by other provisions herein.

IN WITNESS WHEREOF, the Parties hereto have executed duplicate originals of this Agreement on the date set forth herein above.


GULF SOUTH GATEWAY PIPELINE 	FLORIDA GAS TRANSMISSION COMPANY
COMPANY, LP

	By:  _______________________________
	By:  _______________________________

	
	

	Name:  ____________________________
	Name:  ____________________________

	
	

	Title:  _____________________________
	Title:  _____________________________








OPERATIONAL BALANCING AGREEMENT


EXHIBIT 1

INTERCONNECTION POINT





	                                                                            GULF SOUTH
FGT	                                                                                  Station Location
Meter No.	           Description                                                    Number (SLN)
_________       ______________________________       ________


                                        Gulf South Mobile Bay FGT Interconnect      	         21262














EXHIBIT 2

ALLOCATION STATEMENT NO. ____________
To the Operational Balancing Agreement
Between
GULF SOUTH PIPELINE COMPANY, LP
and
FLORIDA GAS TRANSMISSION COMPANY 

Dated   _____________________

GULF SOUTH PIPELINE COMPANY, LP			(Agreement No.               )

and FLORIDA GAS TRANSMISSION COMPANY		(Agreement No.               )


Name of Interconnection Point:      /GULF SOUTH

GULF SOUTH's Station Location No.       GULF SOUTH/_______     


Preparer's Name:                    		and Phone No. _______________________                

Effective Date of this Statement:                    Date Prepared:___________________       

         
GULF SOUTH's Shipper   FGT’s Shippers 	Current  	  Previous
Name and            	Name and           	Nomination       Nomination   Change
Contract No.        	Contract No.       	Dth/day 	  Dth/day  	Dth/day
______________      	____________      	_____________	_____________  _____________



Total at Interconnection Point: _________________                                                      

Agreed to this        day	of _________, 20___		Agreed to this        day of __________, 20__

GULF SOUTH PIPELINE COMPANY, LP	


By:                                                                   	By:______________________________                                                                                            

Name:							Name:

Title:							Title:


EXHIBIT 3

To the Operational Balancing Agreement
Between
GULF SOUTH PIPELINE COMPANY, LP
and
FLORIDA GAS TRANSMISSION COMPANY 

Dated   _____________________


OPERATIONAL IMBALANCE STATEMENT

	Delivery Point
	Meter
	Account Balance as of 
______ __ , ____
	Current Month  ______ __ , ____
	Cumulative as of ______ __ , ____

	____________
	_____
	_______________
	_______________
	_______________

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	







	Agreed to this ____ day of _________, __
	Agreed to this ____ day of ________, ___

	
	

	GULF SOUTH PIPELINE COMPANY, LP
	

	
	

	
	

	By:  _______________________________
	By:  _______________________________

	
	

	Name:  ____________________________
	Name:  ____________________________

	
	

	Title:  _____________________________
	Title:  _____________________________

	


	




8

