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DEFERRAL AND VARIANCE ACCOUNTS

A) 2008 Test Year Approved Deferral and Variance Accounts

1. The following list represents the 2008 Board approved deferral and variance
accounts (“DA” and “VA”) for the 2008 fiscal year for Enbridge, divided into three
groupings - Gas related, Non-Gas related, and DSM related:

Gas related DA’s and VA'’s
1. 2008 Purchased Gas VA (“PGVA"),
2. 2008 Transactional Services DA (“TSDA"),
3. 2008 Unaccounted for Gas VA (“UAFVA”), and
4. 2008 Storage and Transportation (“S&TDA”").

Non-Gas related DA’s and VA's

5. 2008 Carbon Dioxide Offset Credits DA (“CDOCDA"),
2008 Class Action Suit DA (“CASDA"),
2008 Deferred Rebate Account (“DRA”),
2008 Electric Program Earnings Sharing DA (‘EPESDA"),
2008 Gas Distribution Access Rule Costs DA (“GDARCDA”)
10. 2008 Manufactured Gas Plant DA (“MGPDA"),
11. 2008 Municipal Permit Fees DA (“MPFDA"),
12. 2008 Ontario Hearing Costs VA (“OHCVA"),
13. 2008 Open Bill Access VA (“OBAVA”),
14. 2008 Open Bill Service DA (“OBSDA"),
15. 2008 Unbundled Rate Implementation Cost DA (“URICDA”"),
16. 2008 Unbundled Rates Customer Migration VA (“URCMVA”),
17. 2008 Average Use True-Up VA (“AUTUVA”),
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18. 2008 Tax Rate and Rule Change VA (“TRRCVA”), and

19. 2008 Earnings Sharing Mechanism DA (ESMDA"),

DSM related DA’s and VA's
20. 2008 Demand-Side Management VA (“DSMVA”),
21. 2008 Lost Revenue Adjustment Mechanism (“LRAM”), and
22. 2008 Shared Saving Mechanism VA (“SSMVA”).

B) Clearance of Deferral and Variance Accounts July 1, 2009

2. The following DA'’s and VA'’s approved to be established in various earlier
proceedings, are the accounts which the Company believes it will have December

31, 2008 balances for and which can be cleared commencing July1, 2009:

a) 2008 Purchased Gas VA ("PGVA?),

b) 2008 Transactional Services DA (“TSDA”),

c) 2008 Unaccounted for Gas VA (“UAFVA"),

d) 2008 Storage & Transportation DA (“S&TDA”),

e) 2008 Carbon Dioxide Offset Credits DA (“CDOCDA”"),

f) 2008 /2009 Class Action Suit DA (“CASDA"),

g) 2008 Deferred Rebate Account (“DRA"),

h) 2008 Electric Program Earnings Sharing DA (‘EPESDA"),

I) 2008 Gas Distribution Access Rule Costs DA (“GDARCDA”"),
j) 2008 Municipal Permit Fees DA (“MPFDA”"),

k) 2008 Ontario Hearing Costs VA (“OHCVA”),

l) 2008 Open Bill Access VA (“OBAVA”),

m) 2008 Open Bill Service DA (“OBSDA"),

n) 2008 Unbundled Rate Implementation Cost DA (“URICDA”),
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0) 2008 Unbundled Rates Customer Migration VA (“URCMVA”),

p) 2008 Average Use True-Up VA (“AUTUVA”),

g) 2008 Tax Rate and Rule Change VA (“TRRCVA”"),

r) 2008 Earnings Sharing Mechanism DA (“ESMDA”"),

s) 2007 Demand-Side Management VA (“DSMVA”),

t) 2007 Lost Revenue Adjustment Mechanism (“LRAM”), and

u) 2007 Shared Saving Mechanism VA (“SSMVA”").

3. The balances accumulated at the end of December, 2008 and to be cleared
commencing July 1, 2009, will be included within the Company’s July 1, 2009
QRAM filing. As part of the July 1, 2009 deferral and variance account clearing, a
one time true up of PGVA year end related variances will be analyzed and will be

cleared across the appropriate types of service and customer classes.

4. Not all DA’s and VA’s have been requested for clearance:

e The balance in the 2008 Manufactured Gas Plant DA (“MGPDA”) will be
transferred into a 2009 MGPDA in order to bring forward the accumulated
balance in the 2008 account. This is an ongoing matter which to date is
unresolved and as a result the Company is not proposing to clear any balance
related to the Manufactured Gas Plant issue at this time.

e The following DSM-related variance accounts are expected to be the subject of
clearing and/or discontinuation (if the balance is zero), subsequent to the
Board’s approval of DSM audit results, the timing of which is not currently known
and therefore it is unknown whether clearance could commence on July 1, 2009.

e 2008 Demand-Side Management VA (“DSMVA”),
e 2008 Lost Revenue Adjustment Mechanism (“LRAM”),
e 2008 Shared Savings Mechanism VA (“SSMVA”),
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5. 2008 /2009 Class Action Suit Deferral Account Treatment
e The Class Action Suit deferral account (“CASDA”) was approved within the
EB-2007-0731 proceeding for recovery over a five year period commencing in
2008, the uncleared balance in the account at the end of each fiscal year is to be
rolled forward into the subsequent year's CASDA deferral account until
completion of clearance. That is, the 2008 CASDA ending balance will become
the 2009 CASDA opening balance. Therefore, in July 2009 the Company will

clear approximately one fourth of the ending balance in the 2008 CASDA.
6. A copy of the most recent available actual and forecast balances and an estimate of
the potential account balances to be cleared at July 1, 2009 are included at

Exhibit B, Tab 6, Schedule 1, pages 1 and 2.

C) 2009 Deferral and Variance Accounts Proposed

e The Company has reviewed the existing, and potential requirement for, deferral
or variance accounts during the incentive regulation period and the following is
the list requested by the Company for the 2009 fiscal year, divided into three
groupings - Gas related, Non-Gas related, and DSM related:

Gas related DA’s and VA'’s
1. 2009 Purchased Gas VA (“PGVA"),
2. 2009 Transactional Services DA (“TSDA"),
3. 2009 Unaccounted for Gas VA (“UAFVA”), and
4. 2009 Storage and Transportation DA (“S&TDA”").
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Non-Gas related DA’s and VA's

5. 2009 Carbon Dioxide Offset Credits DA (“CDOCDA"),

2009 Class Action Suit DA (“CASDA"),

2009 Deferred Rebate Account (“DRA”),

2009 Electric Program Earnings Sharing DA (‘EPESDA”"),

2009 Gas Distribution Access Rule Costs DA (“GDARCDA”),

10. 2009 Manufactured Gas Plant DA (“MGPDA”"),

11. 2009 Municipal Permit Fees DA (“MPFDA”),

12. 2009 Ontario Hearing Costs VA (“OHCVA”),

13. 2009 Open Bill Access VA (“OBAVA”),

14. 2009 Open Bill Service DA (“OBSDA"),

15. 2009 Unbundled Rate Implementation Cost DA (“URICDA”"),

16. 2009 Unbundled Rates Customer Migration VA (“URCMVA”),

17. 2009 Average Use True-Up VA (“AUTUVA"),

18. 2009 Earnings Sharing Mechanism DA (‘ESMDA”), and

19. 2009 International Financial Reporting Standards DA (“IFRSCCDA").

© © N O

DSM related DA’s and VA's
20. 2009 Demand-Side Management VA (“DSMVA”),
21. 2009 Lost Revenue Adjustment Mechanism (“LRAM”), and
22. 2009 Shared Saving Mechanism VA (“*SSMVA”).

7. All 2009 deferral and variance accounts which continue over from their approval in
2008 or prior will continue to be determined / calculated in the same manner as
previously established. Descriptions of the accounts will form part of the
Company’s draft rate order submission.
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D) New Deferral Accounts

8. The Company is requesting the establishment of an IFRS Conversion Costs
Deferral Account (“IFRSCCDA”) for the recording of conversion costs it will be
incurring in order to be ready for and able to be compliant with International
Financial Reporting Standards. Exhibit C, Tab 1, Schedule 2 provides more
explanation of the requirement of the deferral account treatment and more details of
the type of costs the Company anticipates it will incur as a result of the new
Financial Reporting Standards which it will be required to adhere to. The Company
would look to provide the proposed treatment of recovery of such amounts within a

future fiscal year proceeding / application.
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INTERNATIONAL FINANCIAL REPORTING STANDARDS
CONVERSION COSTS DEFERRAL ACCOUNT (“IEFERSCCDA")

1. The Company is requesting the establishment of an IFRS Conversion Costs
Deferral Account (“IFRSCCDA”") in order to record the conversion costs relating to
incremental operational, accounting system and IT costs which it will be incurring in
order to be ready for and able to be compliant with International Financial Reporting
Standards (“IFRS”). The Company will be required to adhere to IFRS within its
guarterly interim and annual audited financial results by 2011. In order to achieve
this ready state, the Company will be required to incur additional costs which did not
form part of the base cost structure upon which its incentive regulation rate setting
methodology was established. Some examples of the types of costs the Company
is referring to for inclusion in this deferral account based on current expectation are:
e incremental consulting costs;
¢ incremental employee resources and related operating costs;

e enhancements or significant alterations/additions to financial reporting and
accounting systems and costs;

e enhancements or significant alterations/additions to IT related asset costs and
their related operational costs; and

e incremental audit related costs.

These are some examples of the types of costs the Company will be faced with but

it is not necessarily an exhaustive list of costs.

2. The requested deferral account is not intended to record the financial impacts
pertaining to any restatements of financial statements, but rather will capture only
the incremental costs incurred relating to the broad categories indicated in the

foregoing paragraph to facilitate compliance with IFRS.
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3. The rationale for the deferral account is that the Company is expecting the costs it

incurs to be significant but is not yet in a position to accurately estimate all and/or
the total magnitude of the costs. At this time, there are many unknowns
surrounding the IFRS future financial reporting requirements and ultimately the
relative rate and regulatory treatment which the Ontario Energy Board will have to
decide upon. This is evidenced by the current IFRS consultative which the Board
and Board Staff are undertaking with energy industry companies and stakeholders
which is expected to evolve throughout 2009 at a minimum. The Company is
seeking approval of a deferral account in which to record the above mentioned
types of incremental costs of the transition which likely continue throughout 2009

and beyond. The Company is not requesting recovery of the costs at this time.

Witnesses: K. Culbert
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SCHEDULE OF OTHER SERVICE CHARGES

1. The purpose of this evidence is to request approval for an increase in Rider G
service charges for discretionary services the Company provides to customers.
These services are related to gas distribution field operations services and are

based upon an hourly charge-out labour rate.

2. The service charges have not been revised subsequent to the 2003 Test Year
(RP-2002-0133). The approved rates were incorporated into the Company’s
Handbook of Rates and Distribution Charges as Rider G in EB-2003-0288,
Exhibit Q2-3, Tab 4, Schedule 7.

3. The Company has operated with flat price field operation service contracts since
October 1, 2004. The field operation service contracts expire on December 31,
2008. The Company has negotiated a new field operation service contract through a

Request for Proposal process that initially involved 32 respondents.

4. The new field operation service contract which will be in effect January 1, 2009
includes an hourly rate increase of 9% compared to the average hourly rates from
the previous field operation service contracts. The Labour Hourly Charge and each
discretionary service that is structured in increments of the Labour Hourly Charge
are proposed to be adjusted in accordance with the 9% hourly rate increase in the
field operation service contract. Service charges not related to the Labour Hourly
Charge will remain unchanged. The proposed rate adjustments are summarized in
Table 1.
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The proposed 9% increase equates to a 1.5% annual increase over the period of

2003 to 2009. The Company believes that this is an increase that falls below the

inflationary factors that would impact the cost to deliver these services.

Table 1

Enbridge Miscellaneous Non- Energy Services

Rider “G” Service Charges

Current Rate

($)

New Account Charge 25.00
Appliance Activation Charge 65.00
Meter Unlock Charge 65.00
Lawyer Letter Handling Charge 15.00
Statement of Account Charge 10.00
Cheques Returned Non-Negotiable Charge 20.00
Red Lock Charge 65.00
Removal of Meter 260.00
Cut Off at Main 1,200.00
Valve Lock Charge 125.00 - 260.00
Safety Inspection 65.00
Meter Test 97.50
Street Service alteration 32.00
NGV Rental Cylinder 12.00
Other (ad-hoc request)

Labour — hourly charge 130.00
Cut Off at Main — commercial & special request custom quoted
Cut Off at Main — other 1,200.00
Meter In-out (residential) 260.00
Request for Service Call Information 30.00
Temporary Meter Removal 260.00
Damage Meter Charge 360.00

Witnesses: D. Broude

A. Welburn

Proposed Rate
3
No Change
70.00
70.00
No Change
No Change
No Change
70.00
280.00
1,300.00
135.00 - 280.00
70.00
105.00
No Change
No Change

140.00
No Change
1,300.00
280.00
No Change
280.00
380.00
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2009 RATE HANDBOOK REVISIONS

1. The Company is proposing revisions to its 2009 rate handbook. The proposed
changes do not have an impact on the Company’s proposed rates for 2009. Each
of the changes have been identified in bold italic font or by revision marking mode.
The Rate Handbook incorporating the proposed changes as well as the proposed
rates can be found at Exhibit B, Tab 3, Schedule 2.

2. The proposed changes relate to the following:
a) Firm Capacity on Upstream Transportation
b) Force Majeure
c) Rider G
d) Late Payment Penalty
e) Other - housekeeping

a) Firm Capacity on Upstream Transportation

3. The Company is proposing to revise the Rate Handbook to require Direct Purchase
Bundled Service customers to demonstrate they have firm upstream transportation
arrangements. This change can be found in the Rate Handbook at Exhibit B,

Tab 3, Schedule 2 under Part IV Terms and Conditions of — Direct Purchase
Arrangements, Section B — Obligation to Deliver. The rationale for this proposed
change is outlined at Exhibit C, Tab 1, Schedule 8 under the Firm Capacity on
Upstream Transportation evidence.

b) Force Majeure

4. The Company is proposing to change the definition of its existing Force Majeure
clause which can be found in the Rate Handbook at Exhibit B, Tab 3, Schedule 2

under the Glossary of Terms at page 2 of 8 and has added a new Section O,

Witnesses: A. Kacicnik
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entitled “Company Responsibility and Liability”, to Part lll - Terms and Conditions
Applicable to All Services. This section addresses the limitations on the Company’s
ability to provide continuous service in the face of system safety and reliability
concerns, including instances of Force Majeure. These provisions do not change

the existing nature of the services provided under the Company’s rates.

Both the new section O and the definition of Force Majeure have been replicated to
reflect the Company’s general terms and conditions contained in the Company’s
service contracts. In the comparison of the service contracts to the general terms
and conditions for Rates 1 and 6, the Company identified the lack of a limitation on
liability provision. The Company notes that the proposed provisions are not only
similar to the existing service contracts; they are similar to provisions contained in
tariffs for other Canadian gas distributors, such as ATCO Gas and Terasen, and to
the limitations on the guarantee of supply provisions of Ontario electric utilities as
permitted by the Board'’s Distribution System Code Conditions of Service,

Section 2.3.1.

c) Rider G — Service Charges

6. The Company is proposing to increase the level of some service charges within its

Rider G - Service Charges rate schedule. The rationale for the proposed changes
to the fees is outlined in Exhibit C, Tab 1, Schedule 3 under the Schedule of Other

Service Charges evidence.

d) Late Payment Penalty

7. The Company has made two changes to this section. The first identifies the

effective annual interest rate applicable to the 1.5% per month late payment charge.

The federal Interest Act requires that the effective annual rate be stated,

Witnesses: A. Kacicnik
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and this amendment aligns the Rate Handbook with the wording that the Company
cites on customer bills for an effective annual interest rate for late payments

charges.

8. The second amendment recognizes the fact that some service contracts for
unbundled services set out payment terms that are different from what is set out in
the general terms and conditions. These changes can be found at Exhibit B, Tab 3,
Schedule 2, Part Ill — Terms and Conditions Applicable to all Services, Section F —

Payment Conditions.

Other — Housekeeping

9. In addition to the proposed changes outlined in parts a) to d) above, the Company
has made housekeeping changes to other sections throughout the Rate Handbook.
These changes reflect changes to terminology or language in an effort to provide

greater clarity of the Rate Handbook provisions.

Witnesses: A. Kacicnik
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ENVISION UPDATE FOR 2006 AND 2007

1. With the filing of this report, Enbridge Gas Distribution (“Enbridge” or the “Company”)

is formally requesting approval to discontinue the submission of this report on an
annual basis as previously committed to in the Settlement Proposal in the 2007 rate
proceeding EB-2006-0034.

In part, the issue at 1.6 of Exhibit N-1-1, page 17, stated:

The Company will continue to report annually to stakeholders on the achievement of
EnVision benefits in the form and the manner set out in Tables 1 and 2 in Exhibit
B1/T6/S1/pp 8-9. Parties agree that unless there is a change in the overall NPV of the
EnVision project, there will be no need to revisit the EnVision project in future regulatory
proceedings.

It is the Company’s position that the EnVision project is now complete, in place and
operating as designed with little prospect for the NPV of the project to change in any
significant manner. As a result, the Company sees little or no benefit in continuing
the tasks of tracking and reporting benefits. The Company is now requesting the

discontinuation of this obligation.

Overview of the 2006 and 2007 EnVision Report

4.

In compliance with the RP-2003-0203 Settlement Proposal, EGD has completed an
analysis of the actual costs and benefits related to EnVision and has subsequently
updated the projected costs and benefits. The costs and benefits have been
summarized in Table 1 and generate a NPV of approximately $50.7M. Gain sharing
for 2008 through to 2010 is undetermined at this time, but it is expected that there

will be no material impact to the NPV.

Witness: D. Broude
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Table 1: EnVision Cost & Benefits: Actuals 2003-2007, Forecast 2008 — 2014

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
ACT ACT ACT ACT ACT FCT FCT FCT FCT FCT FCT FCT
Accenture Fees 6.1 21.8 214 13.7 12.8 12.0 12.0 8.1 6.8 6.8 6.8 1.7
Gain Sharing 0.4 0.5 Thd Thd Thd
IT Costs (O+M) 0.8 1.1 1.2 1.2 1.2 1.2 1.2 1.2 0.4
IT Costs (Capital) 5.0 1.7 0 35 15 15 0.4
Business Resources 0.3 1.7 7.9 9.5 6.3 2.8 1.8 1.7 0.7 0.3
Total Costs 6.4 235 29.3 294 224 16 185 125 8.7 8.3 9.5 25
Operations & Engineering Benefits 0 -0.3 -9.3 -22.1 -32.8 -28.1 -28.1 -28.1 -28.1 -28.1 -28.1 -7.0
IT Cost Savings -1.3 -2.2 -2.0 -3.6 -3.8 -3.8 -3.8 -3.8 -3.8 -3.8 -3.8 -0.9
Total Benefits -1.3 -2.5 -11.3 -25.7 -36.6 -31.9 -31.9 -31.9 -31.9 -31.9 -31.9 -7.9
Net Costs/Benefits 51 21 18 3.7 -14.2 -15.9 -13.4 -19.4 -23.2 -23.6 -22.4 5.4

5. For the years 2006 and 2007, the Budget and Actual Costs are provided in Table 2

and explained below. Cost variances for 2003 through 2005 have been previously

reviewed in Exhibit B1-T6-S1 filed in EB 2006-0034.

Witness:
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Table 2: EnVision Cost Variances 2006 — 2007
2006 2006 2006 2007 2007 2007
BUD ACT VAR BUD ACT VAR
Accenture Fees 12.0 13.7 -1.7 12 12.8 -0.8
Gain Sharing 0.0 0.4 -0.4 0 0.5 -0.5
IT Costs (O+M) 1.0 0.8 0.2 1 1.1 -0.1
IT Costs (Capital) 0.0 5.0 -5.0 0 1.7 -1.7
Business Resources 0.0 9.5 -9.5 0 6.3 -6.3
Total Costs 13.0 29.4 -16.4 13 22.4 -9.4

2006 Cost Variances to Budget (“BUD”)

Accenture

Gain Sharing
IT Costs (O+M)

IT Costs (Capital)

Business Resources

Witness: D. Brou

$1.7M

$0.4M
($0.2M)

$2.8M

$2.2M

$9.5M

de

An adjustment for CPI and change orders.

Negotiated settlement of Gain Sharing.
Partial year of O&M expenses.

Incremental costs for field devices based on actual unit prices and
numbers

System performance improvements, enhancement support, and
report development.

These costs are a continuation of the need for temporary staff in
the Planning Department and Work Management Centre and
increased costs required to deal with work order backlogs and
longer processing times for a portion of 2006. Additional
resources were required in the Work Management Centre to
support the transition to the FFT system during roll out. As well,
additional resources to drive system and process improvements
that will reduce back office costs.
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2007 Cost Variances to Budget (“BUD”)
Accenture Fees $0.8M An adjustment for CPI and change orders.
Gain Sharing $0.5M Negotiated settlement of Gain Sharing.
IT Costs (O+M) $0.1M Increase in field devices being used.
IT Costs (Capital)  $0.4M Mitigation of unacceptably low system performance.
$1.3M Enhancements to the EnVision technology to reduce the
incremental back office costs.
Business $0.9M Incremental back office staff required by the Work Management
Resources Centre to maintain to maintain the flow of work levels.
$0.9M Incremental back office staff required by the Planning

Department to maintain to maintain the flow of work levels.

$1.8M Increased Contractor costs required to maintain the flow of
work levels.
$2.7M Additional resources to drive system and process

improvements that will reduce back office costs.

6. In Summary, EGD has demonstrated that EnVision has been, and continues to be, a

prudent investment in business transformation.

Witness: D. Broude



Filed: 2008-09-26
EB-2008-0219
Exhibit C

Tab 1

Schedule 6

Page 1 of 3

Plus Attachment

GAS DISTRIBUTION ACCESS RULE

1. The purpose of this evidence is to seek approval of a revised transaction fee for the
Invoice Vendor Adjustment (“IVA”) functionality from 0.65% of the absolute value of
the on-bill charge to 30 cents per transaction. The functionality is included as part
of the Gas Distribution Access Rule (“GDAR” or “the Rule”). The Board had
mandated that the Company provide for IVA functionality to gas vendors. The
option allows gas vendors to bill single occurrence debits and credits to the
Enbridge Bill for their Distributor Consolidated Billing (“DCB”) customers.

2. Inthe Supplementary Settlement Proposal (Appendix E, N1-1-1, EB-2006-0034) the
Board approved the Company’s current IVA charge. In the settlement the parties
agreed that:

1. The IVA charge by the Company will equal 0.65% of the absolute dollar value of the
adjustment. Parties agree that this IVA charge is an interim measure that will apply
from June 1, 2007 to December 31, 2007, and is without prejudice to any Party
proposing an alternative IVA charge commencing January 1, 2008.

2. The Company will consult with interested parties and will consider the merits of
bringing forward a different fee structure for a cost-based IVA charge. The Company
will seek the approval of the OEB for the new IVA charge, to be effective January 1,
2008.

3. Parties agree that the IVA charge is designed to only to recover the costs incurred by
the Company to provide this service. As a result, Parties agree that there is no need
to adjust the revenue deficiency as a result of forecast IVA charge revenues and
costs. The Company will provide parties with a summary of 2007 IVA charge
revenues and costs subsequent to December 31, 2007.

3. Inlate 2007 the Company consulted with interested parties to discuss the
continuance of the IVA charge at the current level due to lack of cost history. The

parties agreed with the continuance, with the understanding that the Company

Witnesses: |. Macpherson
B. Vari
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Plus Attachment
would provide a summary of historical IVA charge revenues and costs in advance of
any application to revise the charge. Please find attached a detailed summary of
revenues and costs in Attachment 1. As evidenced in Attachment 1 the current
approved charge of 0.65% has been insufficient to recover the Company’s costs

related to supporting the IVA service.

4. A number of factors were identified in order to derive the transaction fee for the IVA
including: bad debt rate related to these transactions, impact on billing and
collection call volumes and administrative costs to manage the vendor adjustment

process and resolve any issues.

5. The fee includes the costs associated with one additional analyst to help support
IVA activities whose responsibilities include: responding to questions, analyzing
payments, performing financial reconciliations, and monitoring the bad debt

experience.

6. Given the nature and potential dollar amounts of these transactions, it could be
argued that IVA transactions have a higher risk of collection than normal utility
receivables. However, in the absence of detailed collection data for the IVA
transactions, the Company has assumed its 2008 Budget bad debt rate of 0.5% in

the calculation of forecast costs.

7. In the last twelve month period, gas vendors posted nearly 250,000 IVA
transactions, largely comprised of debit amounts of less than $2. In discussions
with gas vendors who had submitted the largest numbers of these transactions it
was communicated to the Company that a significant portion of these transactions

would migrate to one of the new DCB rate ready billing line items. The new billing

Witnesses: |. Macpherson
B. Vari
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Plus Attachment
line items will be introduced coincident with the implementation of the Company’s
CIS replacement project, expected to “go live” in the spring of 2009. Based on this
information the Company has forecast a decline in the number of IVA transactions

of more than 70%.

8. In a consultative meeting held with gas vendors on September 10, 2008, parties
were presented with a proposal to amend the fee with two options. The first option
proposed a revised percentage charged on the absolute dollar value of amounts
submitted through the service and the second option was a flat fee per transaction.
Gas vendors unanimously supported the flat fee per transaction proposal. Based
on the forecast decline in transactions the company has calculated a fee of 30 cents
per transaction to be effective January 1, 2009. Please refer to Attachment 1 for a

detailed derivation of the Company’s proposed fee.

Witnesses: |. Macpherson
B. Vari
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IN-FRANCHISE TITLE TRANSFER FEE

1. The purpose of this evidence is to seek approval of a new volume based fee for In-
Franchise Title Transfers (“ITT”). Enbridge Gas Distribution Inc. (the “Company”)
proposes a fee of 2.5 cents per Gigajoule to be listed in Rider H “Balancing Service
Rider”. The fee would apply to the seller side of all ITTs effective April 1, 2009 to
recover incremental costs associated with the continuance of the service after the
implementation and “go live” date of the Company’s Billing System Replacement

Project.

2. The ITT functionality allows applicants (customers and gas vendors) who purchase
their natural gas from someone other than the Company the ability to exchange
gas between long and short delivered Banked Gas Account (“BGA”) balances
within the Company’s franchise area. Currently, ITTs are provided as one of
several methods to bundled and unbundled T-service customers to enact BGA
load balancing adjustments in order to meet the tolerance levels described in the
Handbook of Rates and Distribution Services (“Rate Handbook”). An ITT can be

transacted between any of the Company’s two points of acceptance.

3. The Company currently contracts for transportation services at two points of
acceptance. One is a point in Western Canada which connects with the
transmission pipeline of TransCanada Pipelines Limited. The second is a point of
direct interconnection with the Company’s gas distribution network in Ontario.
Under the Company’s current distribution rate structure the costs of long haul
transportation or shipping costs are embedded into the delivery and load balancing
charges of the end use customer. Customers delivering gas to the Ontario point of

acceptance have shipped their own gas to the Company’s franchise area and then
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paid shipping costs again when the terminal location has consumed the gas and
paid the Company’s distribution charges. To keep Applicants whole, the Company
had implemented a system of transportation service credits paid in accordance
with Rider A “Transportation Service Rider”. The transportation service credit
serves to notionally move the point of all in-franchise gas exchanges back to the
Western point of acceptance thereby eliminating the need for financial adjustment
by the Company. As a result, customers may presently elect ITTs on a self-service
basis through the EnTRAC system subject to certain conditions on a no charge

basis.

4. As part of the approved 2005 Rate Case, RP-2003-0203 Settlement Proposal,
dated June 17, 2004 (Exhibit N1, Tab 1, Schedule 1, pp. 45-46) the Company
agreed that upon completion of the phase-in of fully allocated costs with respect to
upstream transportation the Company would unbundle the transportation charge
from its delivery and load balancing charge and the need for the transportation
service credit would be eliminated. The four year cost phase-in ended on October
1, 2007 with distribution rates fully reflecting the Company’s weighted average cost
of transportation. However, the Company had requested the Board delay the
unbundling of upstream transportation costs in order to save the substantial costs
of modifying the legacy billing system as it was to be replaced, to which the Board

agreed.

5. The Company is now in the process of completing the Billing System Replacement
Project (expected in April 2009) and is therefore required to unbundle long haul
transportation costs from delivery charges and list the charge as a separate line
item on customers bill where required at that time. For customers delivering

natural gas to the Ontario point of acceptance, the transportation service credit
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payment will no longer be required and an end use-customer taking this service
would not be invoiced upstream transportation on their customer bill. For Western
point of acceptance customers the upstream transportation charge would be

shown on the customer’s bill as a separate line item.

6. This creates an inequity for title transfers between Customers with different points
of acceptance. For example a Western T-service customer transferring gas to an
Ontario T-service customer will not have paid for shipping and the Company has
no current means to recover these costs via the receiving customer’s invoice.
Therefore, to maintain the ITT service offer the Company would be required to
modify its processes and create a new credit and collection system to reconcile

and settle these financial amounts between customers and the Company.

7. In the spring of 2008 the Company consulted with interested parties to discuss the
continuance of the ITT service between pools with dissimilar points of acceptance.
The Company proposed that the service could be modified to allow transfers only
between similar points of acceptance, or that the service could be modified to
continue as present with the Company managing a newly created credit and
collection process. Interested parties agreed that the exchanges between
dissimilar pools was a valuable load balancing service and should continue. The
Company agreed to seek approval for this new service fee from the Board and to
file in evidence a summary of forecasted costs and activity, with the understanding

that the service fee was to be based on incremental cost recovery only.

8. A number of factors were identified in order to derive the ITT fee including: bad
debt rate related to collecting toll charges, costs of remitting toll charges, impact on

billing and collection call volumes, and administrative costs to manage the ITT

Witnesses: |. Macpherson
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adjustment process and resolve any issues. The fee includes the costs associated
with one quarter time associated to one analyst in the EnTRAC Financials group
and with one quarter time associated to one analyst in Contract Compliance to
help support ITT activities. Responsibilities include: responding to questions,
analyzing ITT transactions, performing financial reconciliations, posting debits and
credits in the remittance process, or through posting charges on customers bills
and monitoring the bad debt experience. The Company has assumed the bad

debt rate of 0.5% in the calculation of forecast costs.

9. Inthe past two years, Applicants have posted an annual average 1,500 ITT
transactions with a total volume of 4,000,000 Gjs. Approximately, 35 % of these
ITT transactions were between customers with a different point of acceptance.
The Company proposes to recover the incremental costs relating to the support of
the ITT service by applying a volumetric charge of 2.5 cents per Gigajoule on all
transfers regardless of the plan types of the customer. Attached is a summary of

forecasted costs and activity levels supporting the proposed fee.

Witnesses: |. Macpherson
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FIRM CAPACITY ON UPSTREAM TRANSPORTATION

1. This evidence addresses Enbridge Gas Distribution’s ("EGD” or “the Company”)
proposal to revise its Rate Handbook to require direct purchase bundled service

customers to demonstrate firm upstream transportation arrangements.

2. The proposed changes are intended to apply, in particular, to direct purchase
bundled service customers who deliver their mean daily volumes to EGD’s franchise
area under their own upstream transportation arrangements (direct shippers). EGD
relies on the firm delivery of these volumes in order to provide firm distribution
service to the customer’s terminal location, and to ensure supply demand balance
and system reliability on its distribution system. EGD proposes to implement these
changes effective November 1, 2009. Customers who are unable to demonstrate
firm upstream transport would be denied direct shipper status and may be required

to use EGD’s upstream capacity to transport gas to the franchise area.

3. The proposed wording is shown at Exhibit C-1-4, Rate Handbook Part IV Terms and
Conditions — Direct Purchase Arrangements, Section B - Obligation to Deliver and is
reproduced below:

Unless otherwise authorized by the Company in writing, each Applicant of a Direct
Purchase Bundled Service must meet its obligation to deliver gas to the Company on any
given day by Firm Transportation. The Applicant must provide to the Company, at the

time of execution of the Service Contract, sufficient proof of the Applicant’s Firm
Transportation arrangements.

4. The Company’ position is that the addition of this clause is required to mitigate an
operational and financial risk to its customers and shareholders. As explained
below, the Company submits that the use of non firm upstream services to meet
firm delivery obligations may provide cost savings to an individual shipper, while

Witnesses: M. Giridhar
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imposing the risk of reduced system reliability on all customers. The Company’s
proposal is consistent with the tariff provisions of several North American

jurisdictions. A survey of other jurisdictions is filed as part of Exhibit C-1-9.

Rationale
5. Apart from customers subscribing to unbundled distribution service, EGD’s
customers fall into three categories:

1. System supply — EGD procures supply and transports gas supply under Firm
Transportation (“FT”) arrangements to the franchise area;

2. Western Transportation — EGD receives customer owned gas supply at
Empress, Alberta and transports the gas supply using its long haul FT capacity
to the franchise area; and

3. Ontario Transportation — EGD receives customer owned gas supply at its
franchise interconnects with TransCanada’s PipeLines (“TCPL") system. Some
Ontario Transportation customers use an assignment of EGD held TCPL long
haul FT capacity. Since 2003, most Ontario Transportation customers have
chosen to turnback their assignments of TCPL capacity and replaced it with
their own transport capacity (direct shippers).

6. Direct shipper volumes constitute approximately 45% of average daily natural gas
deliveries to EGD’s franchise area and up to 15% of peak day demand EGD relies
on these volumes to meet its obligation to provide firm distribution service on a daily
basis, including under design day conditions. In addition, EGD curtails its
interruptible customers and uses their supplies to meet firm demand on design day

and other high demand days.

Witnesses: M. Giridhar
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7. TCPL's Index of Customers? lists firm transportation contract information such as

shipper name, volume, term and receipt and delivery points by delivery area. The
Company’s analysis of the Index of Customers, effective November 1, 2007 shows
that contracts to EGD franchise, net of the Company’s contracts, are approximately
64,000 Gj/d. As of November 1, 2007, daily deliveries from direct shippers equaled
520,937 Gj/d. It therefore appears that approximately 457,000 Gj/d are delivered
either through Interruptible Transport (“IT”) arrangements or through diversions of
gas on firm contracts to other delivery areas, presumably because such
arrangements deliver cost savings to shippers over contracting firm to the delivery
area. TCPL classifies IT and diversions as discretionary services with a lower
priority of service. Under severe weather conditions and/or constrained system
operating conditions, these services have a higher likelihood of being curtailed.
TCPL does not maintain or build facilities to serve discretionary load. As reliance
on these services grows over time, the likelihood of curtailment is also expected to

grow.

8. The supply shortfall resulting from curtailment of non firm services by TCPL could
have very serious consequences for EGD’s distribution system and its obligation to
serve. As noted above, direct shipper volumes constitute upwards of 40% of supply
on an average day and up to15% under design day conditions. Absent production
or storage in EGD’s franchise area, and given that EGD already relies on
curtailment of its interruptible customers under peak demand conditions, EGD's
ability to procure incremental supply is likely to be constrained. If available, such
supply would be very expensive. Alternatively, EGD may have to institute

curtailment of firm large volume customers to protect its system. Under

http://www.transcanada.com/Mainline/info_postings/cde_archive/index_of_customers_archive.html
Informational Postings - Index of Customers, 2007_Nov_ CDE.xls. TransCanada.com
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extreme circumstances, EGD’s small volume customers may suffer a loss of

distribution service.

9. While the probability of the above scenario may be low, the cost consequences
would be very significant and borne largely by customers who did not cause the
supply shortfall. In EGD’s view the proposed provision is a minimum and necessary

condition to reduce the risk of supply related service disruption to its firm customers.

Survey of other jurisdictions

10. To validate its position and explore best practices, the Company commissioned an
independent study and report on Local Distribution Company (“LDC”) requirements
in Canada and the US for customers with direct purchase or similar type
arrangements®. The report describes various transportation options available to
customers in the US and Canada. Union Gas and Gaz Métro Inc. require their

direct purchase customers to have firm transportation arrangements.

11. The survey is intended to link provisions relating to force majeure, curtailment
provisions and upstream transport requirements. Appendix 1 of the consultant’s
report (Exhibit C-1-9) summarizes research on requirements for firm transportation
for various LDCs. An analysis of the summary identifies that of the forty LDCs

researched in Canada and the US, all but six LDCs had provisions that allowed for:

e a mandatory assignment of LDC held transport, or,
e demonstration of firm upstream transportation arrangements, or,
e firm standby service with the LDC, or

e curtailment if the customer failed to deliver

2 Report for Enbridge Gas Distribution — Tariff Provisions for Transportation and other Miscellaneous
Provisions. E. Overcast — Black and Veatch

Witnesses: M. Giridhar
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The option of curtailing customers who fail to deliver is only possible where the direct
shipper status is offered only to a few large volume customers. LDCs that do not
require such provisions and offer direct shipper status to all customers, typically had

access to natural gas production and/or storage supplies within their franchise area.

Witnesses: M. Giridhar
K. Irani



Report for Enbridge Gas Distribution
Tariff Provisions for Transportation and other Miscellaneous Provisions

At the request of Enbridge Gas Distribution (EGD) Black and Veatch prepared a review of
various tariff provisions as follows:
1. Provisions related to Force Majeure
2. Provisions related to service curtailment under extreme supply or capacity
limitations
3. Provisions related to firm transportation service including mandatory assignment of
upstream firm transportation service.
The review consisted of obtaining tariffs for local distribution companies (LDCs) in both
the United States and Canada. Tariffs from over 40 utility service areas were reviewed to
determine the existence of the listed requirements. Appendix 1 contains the summary of

each of the reviewed tariffs by LDC.

Description of LDC Services

To fully understand the issues related to various tariff provisions, it is necessary to
understand the types of LDC gas service offerings where services have been unbundled.
Traditionally, gas LDCs provided a fully bundled service. The LDC met its bundled
service obligation by contracting for gas supply and delivery to the city gate from pipeline
suppliers. The LDC owned and operated the delivery service facilities downstream of the
city gate consisting of pipes, regulators, meters and other assets designed to provide safe
and reliable service to customers under the most extreme weather conditions- the design
day. The LDC purchased a bundled transportation and supply service at the city gate and
flowed that supply to retail customers as bundled delivery and supply service. In the
1980s, opportunities arose for the LDC to purchase transportation separate from gas supply
and to contract directly with producers for their own supply of natural gas. As LDCs had
service available on an unbundled basis, larger retail customers pursued the same
opportunity at the retail level. Retail unbundling, to the extent permitted by regulators,

followed the unbundling of long-haul transportation providers. Initially, only the largest
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commercial and industrial customers received unbundled service and in most cases LDCs
limited the service to interruptible customers and firm customers with alternate fuels.
Unbundled service took a number of different forms as LDCs opened the market for
transportation. From this beginning, unbundled service evolved to offer the right for more
customers, including residential customers, to purchase gas for delivery by the utility.
Today, most LDCs offer some form of unbundled service.

The extent of unbundling in Canada and the United States varies among jurisdictions and
even among LDCs in a jurisdiction. Between the extremes of no unbundling to complete
unbundling, a variety of arrangements exist. Within this report, four basic models seem to
capture the elements of unbundled service without addressing the particular characteristics
of different programs under these models. The four models are as follows:
1. LDC provides bundled commodity or retail sales service
2. LDC takes delivery of customer owned gas in the production area and delivers the
gas to customer or a full transportation service from wellhead to burner tip
3. Customer arranges for commodity and transportation to LDC city gate for LDC
transport to meter
4. Full unbundling of all service where LDC provides delivery service only, marketers
provide commodity, storage and transportation to system based on daily LDC
requirements.
Each of these models of unbundling may be used alone or in combination with one or more
of the other models. For example, many LDCs provide both unbundled transportation such
as permitting some or all customers to purchase gas commodity and arrange for delivery to
the city gate and bundled commodity service for customers who elect utility default

service.

Each of these services imposes unique requirements relative to the LDC and its customers
including end-use customers, marketers and brokers. Under the bundled commodity sales
service, the LDC has the responsibility to acquire sufficient transportation, storage and
peaking service capacity to deliver gas commodity from the production area to the city gate
to meet the design day requirements of its customers. In addition, the LDC purchases
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sufficient supply on an annual basis to meet the daily, monthly, seasonal and annual gas
commaodity supplies to serve customers and to mange the variability in system loads based

on the design day demand and the annual heating load.

LDCs may take gas deliveries for customers in the production area and transport the gas
from well-head to burner tip. In this case only the commodity service is unbundled. The
LDC retains the responsibility to acquire sufficient transportation, storage and peaking
service to meet design day demand. The LDC additionally must purchase sufficient gas
supply to meet the load of the customers that continue to use system gas. In addition, the
LDC must balance the receipt and delivery of the gas commodity, adjust for fuel and losses
and manage the day to day differential between gas delivery to the burner tip and actual

loads for those customers who receive transport service.

Where customers contract for both gas supply and transportation to the city gate, the role of
the LDC changes based on the particular model chosen for transportation. The role of the
LDC in matching supply and demand on the system remains the same since only the LDC
has the necessary information to manage the hourly and daily loads of the system. In some
cases, the LDC manages the system by requiring firm delivery to the city gate through
either LDC capacity release or non-recallable FT from the market. In other cases, the LDC
provides firm back-up service for transportation customers through the use of LDC FT.
Finally, some utilities require customers whose gas does not reach the city gate to curtail
their consumption. As a practical matter, the option of interrupting customers whose gas
does not reach the city gate represents a reasonable option only to the extent that
transportation service is for the largest customers on the system and the number of such

customers is small.

The option of managing the system to maintain reliability under the unbundled model that
permits residential and small general service customers to receive distribution service from
the LDC requires an extensive set of provisions designed to protect the system. LDCs
correctly recognize that only the LDC is in the position to assure adequate assets to serve
the design day load. The assets required to serve the design day load include pipeline
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transport, storage and peaking facilities. Even in a fully unbundled market, it is the LDC
that must make certain that the level of FT service to the city gate including capacity to
deliver wellhead supply and off system storage volumes to the city gate plus any on system
storage assets equals the expected design day demand plus reserves. This issue is
complicated when marketers use their own FT since it is difficult to assure that the FT
service will be available on a design day.

Marketers have the incentive to deliver gas to markets based on the highest price available
without regard to the LDC obligation to serve customers. Thus, marketers, in the absence
of adequate financial incentives, may find it desirable to use FT capacity to deliver gas to
other higher priced markets. Under this circumstance, the LDC cannot satisfy the design
day requirements. Where service is provided to smaller customers, there is no option to
curtail service for failure to deliver and the LDC would be required to follow a curtailment
plan to protect the system from an outage and the substantial cost consequences of such an

outage.

Given the various service types, it is appropriate to explain the rationale for these different
tariff provisions. The regulatory process creates both obligations and rights for the
regulated utility. It is common for utilities to refer to the obligation to serve and the right to
a reasonable return. Obligations for a utility are limited obligations based on specific tariff
provisions. The tariff, consisting of Rules and Regulations, Terms of Service, Rate
Schedules and Contracts, defines both obligations and rights necessary to operate the
system and to recover the prudently incurred costs of that operation. In addition, the tariff
conforms to the requirements of the regulatory framework created by statute and
rulemaking. For example, an LDC may have a line extension policy that limits the amount
of free main and service line for a customer and beyond the free allowance a customer
contribution is required. Each tariff provision represents a method of managing the system
to provide safe and reliable service at reasonable and equitable rates or respond to extreme
conditions resulting from events beyond the control of the LDC. A “force majeure”
provision limits the utilities liability for events beyond their control that impact service. A
“curtailment plan” provision provides for an orderly process of managing the system when
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there is inadequate supply to meet customer load requirements. Finally, provisions such as
“mandatory assignment of upstream firm transportation” assures the LDC that there are

sufficient capacity resources to meet design day requirements.

Force Majeure

LDCs include a force majeure provision to limit liability with regard to service. Schedule 1
provides a copy of the Peoples Gas System’s provision. This is a typical example of the
more comprehensive version of a force majeure provision. In the comprehensive version,
rights of both the Company and its customers are subject to protection under force majeure.
Most comprehensive versions exclude the payment of bills directly from any claim of force
majeure. For some utilities, force majeure is a defined term in the definitions of terms. In
those cases, LDCs typically use the term in a subsequent tariff provision. Schedule 2 from
Piedmont Natural Gas illustrates the definition and application as a typical example.
Finally, some LDCs accomplish the protection of force majeure without explicitly defining
the term. In those cases, the tariff contains a provision designed to specifically limit

liability. Schedule 3 from Indiana Gas Company provides an example of this option.

Most utilities include a force majeure provision in the tariff and the provision applies to all
of the service provided by the utility whether it is sales or transportation. This approach
treats all service under the same conditions related to delivery of gas to customers. The
conditions that prompt force majeure declarations impact the reliability of the portion or all
of the system where capacity or gas commodity is inadequate to provide supply to all
customers. From the operating perspective, the ability to limit the impact to transportation
customers who fail to deliver commodity depends entirely on the ability to identify the
customers for whom gas supply did not reach the city gate. As discussed below, this is
possible where only the largest customers are transport customers. Where residential and
small general service customers transport gas as well, it is necessary that the LDC take

other steps to assure that service reliability is maintained in order to protect the system.
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A key component of an LDC service is the responsibility for assuring safe and reliable
operation of the system. Retail marketers have no direct economic interest in maintaining
the reliability of the system. The economics of marketers’ provision of service to
customers for most LDCs is assured not by their deliveries but by the utility that through
system operations provides service for reliability. Marketers’ economics is at most
impacted by potential penalty provisions related to balancing services provided by the
utility. Even extreme penalties do not prevent gas from being diverted to higher priced
markets under peak conditions placing the LDC system in jeopardy. Further, marketers
have no incentive to acquire all of the firm transportation, storage and peaking service
required to meet design day requirements because they have no obligation to serve. This
means that ultimately the LDC must acquire sufficient capacity to meet the design day
requirements.  Further, only the LDC has a complete picture of the design day
requirements. For this reason, it is imperative that the LDC develop plans to minimize the
potential for service interruption to only those potential force majeure events. Curtailment

plans provide for a tool to respond to force majeure.

Curtailment Priorities

The development of a curtailment priority system provides a tool that allows the LDC to
maintain its system under adverse gas supply situations. Curtailment priority provisions
grew out of the gas supply shortages of the 1970s. These provisions were designed to
protect the integrity of the system and to create an orderly priority for shutting off supply to
customers based on a plan approved by regulators that served the public interest. During
the 1970s, gas LDCs actually implemented these plans forcing customers such as industry
and schools to close in order to continue serving residential and critical needs customers

such as hospitals.

Nearly all LDCs have specific curtailment provisions as part of their tariff. As with force
majeure, these provisions vary among LDCs. Schedule 4 presents the curtailment
provision of Baltimore Gas and Electric (BG&E). The BG&E curtailment provision

provides substantial detail in addressing both transportation and supply customers. The
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provisions related to critical use gas are spelled out as a defined term. In addition, the
provision provides a comprehensive set of options for addressing various situations
requiring curtailment. Schedule 5 provides the curtailment provision for Questar Gas. This
provision illustrates an abbreviated version of the curtailment provisions and provides for
the priority of service restoration as well. Finally, Schedule 6 provides an example of an
abbreviated curtailment procedure for Piedmont Natural Gas. Some utilities have
emergency response procedures that define how the utility will respond to adverse
operating conditions simply as a matter of prudent operation and planning even if they do

not have a specific curtailment plan included as a tariff provision.

Regardless of the form of the tariff provision, curtailment represents a required operating
procedure designed to minimize the potential cost of a gas system outage. Gas utilities
recognize that circumstances may require that service be curtailed and attempt to minimize

the impacts on customers through the management of a curtailment process.

Requiring Upstream FT for Transportation Service

As discussed above, there are four basic models of unbundled service including LDC
transportation service. From a tariff perspective, transportation service represents one tariff
element that exhibits a broad range of service provisions and types of service. With respect
to the issue of upstream FT requirements, utilities take a variety of positions along the
spectrum of options related to FT service to the city gate. Some LDCs oppose FT capacity
release on interstate pipelines for marketers to serve end-use customers requiring instead
that marketers use IT service and that customers either have their service curtailed when
supplies do not reach the city gate or to contract with the LDC for backup service using the
FT contracts of the LDC. Some utilities require that marketers use released FT to provide
firm service to the city gate to match firm distribution service to the end-user. Other LDCs
actually allocated FT and other assets to marketers to serve firm customers to the city gate
based on the customers load requirements. In between these extremes there are a number

of different transportation arrangements.
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From a utility operating perspective, requiring that firm service behind the city gate be
coupled with FT to the city gate is a necessity for LDCs that offer unbundled service to all
customers including residential and small commercial customers. The FT service might be
released FT with recall rights where marketers fail to meet their delivery obligations or lose
the customers for whom the FT service was released. The FT service may also be service
that marketers obtain (assuming such service is available to the city gate) by contracting
with pipeline suppliers or by purchasing firm FT service without recall rights from another
party who does not require the capacity. The requirement for FT to the city gate appears to
be the most common approach where transportation is available for all customers and the
LDC city gates are located in pipeline constrained areas. There is no fundamental reason to
permit a lower quality of service to the city gate than for distribution service. To do shifts

the cost of reliability to customers who have maintained firm service to the city gate.

For LDCs that serve only larger transportation customers, the transport service is only as
firm as the delivery to the LDC city gate unless the customer contracts for a firm back-up
service. Where backup service is not offered, customers are subject to curtailment in the
event gas does not make it to the city gate. This type of service tends to be more prevalent
where the LDC is located in a producing area (local production) or at a point on the
pipeline system that is relatively unconstrained. LDCs, as the entity responsible for service
reliability use these different provisions to provide safe and reliable service under the
unique service requirements of the LDC service areas. The following table provides a

summary the different options based on market conditions.
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Summary of Common Unbundled Transportation Offerings

Table 1
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Type of Service | Mandatory FT | Backup Service Curtailment Delivery
Large Volume No Offered If gas does not Customer
Transport arrive at city gate | responsibility
Large Volume Yes None-Balancing | Force majeure Customer
Transport service responsibility
Small Volume No Required Force majeure Customer
Transport and
Company
Small Volume Yes None-Balancing | Force majeure Company
Transport service

Schedule 7 provides an example from XCEL Minnesota of firm delivery service requiring
FT to the city gate but providing for curtailment if gas supply does not reach the city gate
and also offers firm backup service for failures to deliver. XCEL provides firm delivery
service only to large customers with transportation to smaller customers contingent on the
availability of an alternate fuel other than natural gas. Customers have an obligation to
stop using gas if their supply fails to reach the city gate unless they have contracted for the
backup service. In this example, the customer directly bears the risk of failure to deliver.
Given the size and sophistication of these customers, this type of tariff option provides
some level of protection for system integrity. However, if small volume residential and
commercial customers received transportation service, this type of provision would not

provide an adequate basis for managing system reliability.

The options related to firm service include released FT, assigned FT, firm standby sales
service and requirements that upstream service quality match delivery service quality either
firm or interruptible. For each utility, the requirement to manage system reliability plays
an explicit role in transportation service requirements. In addition to the various FT or

interruptible provisions, some utilities have the right to take customer owned gas to serve



customers with a higher curtailment priority. When the LDC takes transportation gas to
serve higher priority customers the transport customer is compensated for the gas based on

a tariff provision that identifies the rate for purchasing such gas.

Schedule 8 from Bay State Gas provides an example of the assignment of FT service to
customers or marketers desiring firm deliveries to customer premises. In addition,
Schedule 8 provides details related to other assigned services and the process for
assignment. This represents a detailed tariff provision covering a broad spectrum of the
operating considerations. Some utilities assign a combination of FT, storage and peaking
assets required to serve end-use customers. This is particularly the case when all customers
have fully unbundled services available. The assignment of services other than pipeline
service recognizes that to meet design day requirements of all system customers requires
the use of more than pipeline assets because many LDCs do not have enough pipeline
capacity to the city gate to meet the design day. Instead, LDCs use a combination of
market area storage, production area storage and FT to the city gate and peaking supplies to
meet the design day. The process of assignment varies based on different tariff provisions
that provide for annual assignment or monthly assignment. Some LDCs do not assign
capacity but offer released FT as an option for the marketer to obtain firm service to the
city gate. Thus marketers have the option of providing their own FT but also have the

option of purchasing the service from the utility.

For LDCs that offer transportation service without specific requirements related to FT,
typically the LDC has a limited number of customers and transportation is offered as a
companion rate to a sales rate in the event that gas is not delivered to the customer. Some
LDCs do not provide transportation at all. As a practical matter, it is unreasonable to
compare provisions where the number of transportation customers is limited to only the
largest commercial and industrial customers to a system where any customer is eligible for

transportation service and customers from all classes elect to receive transportation.
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The ability to provide safe and reliable transportation service to all classes of customers
and to plan for adequate firm design day assets- firm transportation to the city gate, storage
and peaking service- requires that the LDC manage and acquire the capacity to meet design
day. No other party has direct interest in managing asset acquisition for the whole system
and no other party has the aggregate data necessary to assure reliable service. This
suggests that for a competitive retail market to operate efficiently and economically, the
LDC must acquire capacity assets and either assign those assets to retail customers for their
use or provide mandatory standby service to shippers who do not have firm transport to the
city gate to match the firm delivery obligations of their retail customers. Under the first
option, once assets are assigned to customers, any marketer serving the customer would be
allowed to use those assets to serve load and when the assets are not in use to serve load; to
use those assets in other markets; or to use those assets for other services so long as that use
is subordinate to the firm delivery obligation to retail customers who have contracted with
the marketer for service using those assets. Absent mandatory assignment, LDCs must
acquire sufficient assets to provide a mandatory firm standby service to assure design day
reliability. This option would require that retail marketers either have firm service to the
city gate to match the delivery obligations of their customers or contract with the LDC for
mandatory standby service equal to the difference between the capability of the marketer to
deliver firm city gate service and the delivery obligation of their customers.
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Utility Force Majeure Curtailment Upstream FT
or equivalent
Atlanta Gas Applicable to Yes Required-
all service Released FT,
storage and
peaking
Atmos (LA) None No No transport
provided
Bay State Gas | Applicable to Yes Required-
all service Released FT,
storage and
peaking
Atmos (CO) Applicable to Yes None required-
all service Service
curtailed if gas
is not delivered
Atmos (IL) None Yes None, firm
standby service
available
Atmos (1A) In Contracts Service is
applicable to interruptible
commercial and unless
transportation customers
services contract for
firm service
through
released
capacity
Atmos (KA) Applicable to Yes Service is
all service interruptible if
gas is not
delivered to
city gate, gas
may be taken to
serve higher
priority loads
Atmos (GA) Applicable to Yes None required
all customers
Atmos(midTX) None Yes No
transportation
Atmos (TN) Applicable to Yes None required
all customers
Atmos (MO) Applicable to Yes Interruption for

all customers

failure to
deliver and FT
capacity release
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Atmos (KY) Applicable to Yes Subject to
all customers interruption
Atmos (VA) Applicable to Yes Released FT
all customers and or firm
standby service
available,
otherwise
subject to
curtailment
BG&E Applicable to Yes Released FT
all customers
Columbia (KY) | Applicable to Yes Assigned FT
all customers
Cascade (OR) Applicable to Yes FT provided
all customers under frozen
provision,
delivery service
is non-firm and
subject to
curtailment
Cascade (WA) | Applicable to Yes Service is non-
all customers firm unless
customer
purchases
separate firm
backup service
Con Ed Applicable to Yes FT required for
all customers firm delivery
service
Consumers Applicable to Yes Supplier retains
(MI) all customers pipeline
capacity to
serve its
customers
Connecticut Applicable to Yes Requires FT or
Natural Gas all customers firm standby
service
Connectiv Applicable to Yes Firm standby
Energy all customers service is
Delivery (DE) available within
contractual
limits
Duke Energy Applicable to Yes FT required for
(OH) all customers firm service,
released

capacity
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available under
conditions

Equitable Gas
(WV)

Applicable to
all customers

Yes

Standby sales
service
available

Vectren (IN)

Applicable to
all customers

Yes

Interruptible
interim supply
service,
transportation
subject to
curtailment

NJ Natural Gas

Applicable to
all customers

Yes

FT required to
city gate,
capacity release
available

Peoples Gas
(FL)

Applicable to
all customers

Service subject
to curtailment if
system
reliability is
threatened by
failure to
deliver

Questar (UT)

Applicable to
all customers

Yes

FT required to
city gate,
service is

interruptible if

no deliveries to
city gate

Piedmont
Natural Gas
(NC)

Applicable to
all customers

Yes

Standby service
available,
otherwise
subject to

curtailment

Southwest Gas
(NV)

Applicable to
all customers

Yes

Subject to
curtailment if
gas is not
delivered for
the customer

Southwest Gas
(AZ)

Applicable to
all customers

Yes

Comparable
service
requirement
from upstream
provider and
subject to
curtailment for
failure to

Filed: 2008-09-26
EB-2008-0219
Exhibit C

Tab 1

Schedule 9
Appendix 1

Page 3 of 4



deliver,

Capacity
release service

available

Washington
Gas Light (DC)

Applicable to
all customers

Yes

Ft required
either released
capacity or
separate
capacity of
supplier

XCEL Energy
(MN)

Applicable to
all customers

Yes

Contract
requires FT for
firm delivery,

Standby service
agreement
available,
otherwise
subject to

curtailment

PNM Gas
(NM)

Yes

Subject to
curtailment,
standby service
available

Oklahoma
Natural Gas

Applicable to
all customers

Yes

Delivery
subject to
receipt of gas
otherwise
curtailed

Empire District
Gas Company
(MO)

Applicable to
transport
customers

Yes

FT Required
for firm service

GazMetro

Applicable to
all customers

None

FT required,
capacity
assignment
available

ATCO

Applicable to
all customers

Yes

Not specified,
subject to
curtailment

Terasen Gas-
Whittier

Applicable to
all customers

Yes

No transport

Terasen Gas-
Fort Nelson

Applicable to
all customers

Yes

FT required
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Peoples Gas System First Revised Sheet No. 5.701
a Divislon of Tampa Electric Company Eystem Cancels Original Sheet No. 5.7¢1
Original Volume No. 3

Vil

FORCE MAJEURE

In the event of either Company or Customer being rendered unable wholly or in part by force
majeurs to carry cut its obligations under an application, acceptance of which has been made, or
under a Rate Schedule or Service Agreement, other than the cobligation to make payment, it is
agreed that on such party giving notice and full particulars of such force majeure in writing to the
cther party as soon as possible after the occurrence of the cause relied on, then the obligations of
the party giving such notice (other than the obligation to make payments), so far as they are
affected by such force majeure, shall be suspended during the continuance of any inability so
caused but for no ionger pertod. and such cause shall as far as possible be remedied with ali
reasonable dispatch. It is further agreed that except for the obligation to make payments neither
Company nor Customer shall be liable fo the other for any damage occasioned by force majeurs.

The term “force majeure” as employed herein shall mean acts of God, sirikes, lockouts, or other
industrial disturbance, acts of the public enemy, wars, blockades, insumections, riots, apidemics,
landslides, lightrning, earthquakes, fires, storms, floods, washouts, arrests and restraints of the
governments and people, civil disturbances, explosions, breakage or accidents to machinery or
lines of pipe, the necessity for making repairs or alierations to machinery or lines of pipe, freszing
of wells or lines to pipe, partial or entire failure of source of supply, planned or unplanned cutages
on the Company=35 system or on any pipeline system, or the inability of any such system to
deliver Gas, acts of civil or military authority {including, but not iimited to, courts or administrative
or regulatory agencics), and any other cause, wheiher of the kind herein enumerated or
otherwise, and whether caused or occasicned by or happening on account of the act or omission
of Company or Custormer or any other person or concern, not reasonably within the control of the
party claiming suspension and which by the exercise of due diligence such party is unable fo
prevent or overcome; such term shail likewise include {a) in those instances where either paity is
required to chtain servitudes, rights-of-way grants, permits or licenses to enable such party to
fulfill its obligations hereunder, the inability of such party to acquire, or the delays on the part of
such party in acquiring, at reasonable cost and after the exercise of reasonable diligence, such
servitudes, rights-of-way grants, parmits or licenses; and (b} in those instances where either party
is required to furnish materials and supplies for the purpose of constructing or maintaining
facilities or is required to secure grants or pamissions fram any governmental agency to enable
such party to fulfill its obligations hereunder, the inability of such party to acquire, or the delays on
the part of such party in acquiring, at reascnable cost and after the exercise of reasonable
diigence, such materials and supplies, pemits and permissions,

it is understood and agreed that the settlement of strikes or fockouts shall be entirely within the
discretion of the parly having the difficulty, and that the above requirement that any force majeure
shall be remedied with all reasonable dispatch shall not require the sefffement of sirikes or
lockouts by acceding to the demands of opposing party when such course is inadvisable in the
discretion of the party having the difficulty.

Custonrer shall not be entitled to recover from Company any conseguential, indirect, incidentat or
special damages, such as loss of use of any preperty or equipment, loss of profits or income, loss
of production, rental expenses for raplacement propery or equipment, diminution in value of real
property, or expenses to restore operations.

Issued By: William N. Cantrell, Prasident Effective: August 2, 2001
Issued Cn: July 3, 2001
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PIEDMONT NATURAL GAS COMPANY
SOUTH CAROLINA SERVICE REGULATIONS

Definition:

(e) “Force Majeure™ shall mean acts of God, extreme weather conditions,
strikes, lockouts, or other industrial disturbances, acts of the public enemy,
war, blockades, insurrections, riots, epidemics, landslides, lightning,
earthquakes, fires, hurricanes, tornadoes, storms, floods, washouts, arrests
and restraints of governments and people, civil disturbances, explosions,
breakages or accidents to machinery, lines of pipe or the Company's peak
shaving plants, freezing of wells or lines of pipe, partial or complete
curtailment of deliveries to the Company by its suppliers, reduction in gas
pressure by its suppliers, inability to obtain rights-of-way or permits or
materials, equipment or supplies for use in the Company's peak shaving
plants, and any other causes, whether of the kind herein enumerated or
otherwise, not within the control of the Company and which by the
exercise off due diligence the Company is unable to prevent or overcome.
It is understood and agreed that the settlement of strikes or lockouts shall
be entirely within the discretion of the Company, and the above
requirement that any force majeure shall be remedied with all reasonable
dispatch shall not require the settlement of strikes or lockouts when such
course is inadvisable in the discretion of the Company.

Application:

21. Curtailment or Interruption of Service. In the event of a curtailment or

interruption of service, the Company shall use all reasonable diligence to remove the
cause or causes thereof, but the Company shall not be liable for any loss or damage
resulting from such curtailment or interruption due to accidents, force majeure, extreme
weather conditions, operating conditions or causes beyond its control.
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Schedule 3

Indiana Gas Company, Inc. D/B/A Sheet No. 59

Vectren Energy Delivery of Indiana, Inc. (Vectren North) Original Page 1 of 1
Tariff for Gas Service

I.LU.R.C. No. G-19

Effective: February 14, 2008

GENERAL TERMS AND CONDITIONS
APPLICABLE TO GAS SERVICE

21. LIMITATIONS OF LIABILITY
A. Neither Company nor Customer shall be liable to the other for any act, omission or event
caused by strikes, acts of God, or unavoidable accidents or contingencies beyond its control.

B. Company shall not be liable for damages for any failure to supply gas or for an interruption,
limitation, or Curtailment of Gas Service, whether or not such disruption is ordered by a
governmental agency having jurisdiction, if such failure, interruption, limitation, or Curtailment is
due to the inability of Company to obtain sufficient gas supplies at economical prices from its
usual and regular sources or due to any other cause whatsoever other than willful default of
Company.

C. Company shall not be liable for damages caused by defective piping or appliances on
Customer’s Premises.

D. Company shall not be liable for damages resulting to Customer or to third persons from the
presence or use of gas or the presence of Company’s equipment on Customer’s Premises,
unless due to the willful default or negligence on the part of Company.
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Appendix A
Natural Gas Curtailment Plan

Section 2.3 of the Terms and Conditions of BGE’s Gas Service Tariff specifies that in the event
of a curtailment of gas supply, the Company will implement limitations to service in accordance with this
Natural Gas Curtailment Plan. In addition to any orders of Federal or State authorities establishing
priorities of or limitations to service, if the Company is unable to maintain safe minimum delivery
pressure on part or all of its distribution system, this Curtailment Plans will be implemented. The Plan
specifies the hierarchy of gas service and use during extraordinary situations and is consistent with Public
Service Commission regulations, Maryland Emergency Management Agency requirements, BGE’s Gas
Emergency Manual Standards and the Maryland Natural Gas Supply Contingency Plan.

A. Curtailment Hierarchy: If curtailment of supply becomes necessary, and sufficient
implementation time is available, customers will be notified that their use will be
curtailed under the guidelines listed below. This curtailment hierarchy commences after
customers receiving service under Rate Schedules IS and AIS are interrupted for
distribution system purposes, and does not reflect a rigid sequence of operations, but
rather a flexible option of alternatives necessary to react quickly and effectively to
various circumstances. These steps may be implemented either sequentially or
simultaneously, depending on the nature and extent of the emergency. Where immediate
action is required to protect distribution system reliability and sufficient time is not
available to implement the Curtailment Hierarchy detailed below, gas supply to specific
areas of the distribution system may be temporarily discontinued, resulting in complete
curtailment of all customers within the area.

The Company may curtail or temporarily discontinue gas supply in the following order
without incurring any liability for any subsequent loss or damage which the Customer
may sustain by reason of such curtailment or discontinuance of gas supply.

1. Supply for customers served under Schedules IS and AIS and Special Contracts
is discontinued, except for Critical Use. Any Critical Use gas used, but not
delivered by the Customer into the Company’s distribution system is billed at the
higher of the Production Rate or 110% of the highest Transco Zone 6 (non-New
York) price during the curtailment period. BGE will not supply gas above
Critical Use levels. Any gas used in excess of Critical Use levels will be billed at
the Curtailment Penalty Rate.

2. Where the curtailment is supply related, including interstate gas pipeline capacity
limitations, supply for customers served under Schedule C Non-Standby is
discontinued, except for Critical Use. Any Critical Use gas used, but not
delivered by the Customer into the Company’s distribution system is billed at the
higher of the Production Rate or 110% of the highest Transco Zone 6 (non-New
York) price during the curtailment period. BGE will not supply gas above
Critical Use levels. Any gas used in excess of the higher of verified
Transportation Gas delivered into the Company’s distribution system or Critical
Use levels will be billed at the Curtailment Penalty Rate. Under all other

P.S.C. Md. — G-9 (Suppl 312) Filed 01/31/2006 — Effective with February 2006 Billings
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96

Gas — Baltimore Gas and Electric Company

3. Critical Use supply for customers served under Schedules IS and AIS is
discontinued. Any gas used will be billed at the Curtailment Penalty
Rate.

4. Supply for Daily Metered customers served under Schedule C electing

Non-Standby Service, is discontinued except for Critical Use. Any
Critical Use gas used, but not delivered by the Customer in the
Company’s distribution system, is billed at the higher of the Production
Rate or 110% of the highest Transco Zone 6 (non-New York) price
during the curtailment period. Any gas used in excess of Critical Use
levels will be billed at the Curtailment Penalty Rate.

5. Critical Use supply for Daily Metered customers served under Schedule
C electing Non-Standby Service and supply for customers served under
Schedule C not covered under paragraph 4 is discontinued. Any gas
used will be billed at the Curtailment Penalty Rate.

6. Supply for customers served under Schedule D is discontinued.

Critical Use: Critical Use is gas required for pilot use or to protect life, health,
and public safety, or where a gas outage of up to 24 hours would cause
irreparable damage to the environment and/or the Customer’s property. Limits
on the amount of Critical Use gas are specified in the individual Rate Schedules.

Production Rate:  $1.20 per therm ($12 per Dth) which is the incremental
cost of producing peak shaving gas.

Curtailment Penalty Rate: Failure by a Customer to comply with
curtailment notices shall result in a penalty of $100 per Dth applied to all use of
curtailed gas.

Payment for Transportation Gas: For curtailed customers, any customer
owned transportation gas arriving at BGE’s City Gate during the curtailment
period but not delivered to the Customer will be purchased by the Company at
the higher of the Production Rate or the Transcontinental Gas Pipeline Company
(Transco) Zone 6 (non- New York) average daily price during the curtailment
period.

Sudden Failure of Alternate Fuel System: Customers who experience a
sudden failure of their alternate fuel system, upon obtaining permission and if
conditions permit, will be allowed sufficient gas to permit an orderly shut-down
or a quick repair. If permission is granted, gas used will be treated as Critical
Use gas for up to 6 hours. When permission is denied, gas used will be charged
to the customer at the Curtailment Penalty Rate.

Report to the Commission: Where a curtailment of natural gas supply is
required under this Plan, a report will be submitted to the Public Service
Commission within 30 days following the restoration of service explaining the
causes of the curtailment. In the event that the curtailment extends beyond 3
months, interim reports will be submitted on a quarterly basis.

P.S.C. Md. — G-9 (Suppl. 312) Filed 01/31/2006 — Effective with February 2006 Billings
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7.03 EMERGENCY SERVICE RESTRICTIONS

Emergency sales restrictions or interruptions may be necessary in the event of'a major
disaster or pipeline break. Such restrictions will generally be of short duratton. Should the
emergency be isulawd to a portion of the Company's systemy, the restrictions will apply primartly to

that aren.

PRIORTITY FOR TERMINATION OF SERVICE

T the extent practicable and prudent, restrictions wili be made in the foliowing order:

i L — i —

Termitalion Priority Customers Resitiction
Ist Interruptible Service All use
20 Firm cormnercial and indostrial service using more than 1340 All use
B Lh per day

Firm commetcial and industrial service nsing between 435 and

Ard All use
WBoDthperday,

ath Residential and all remaining commercial and industria) Izojation by arca
sErvice as required

PRIORITY FOR RESTORATION OF SERVICE

order:

To the extent practicable and prudent, restoration of service will be made in the following

————

Restoration Priarify

Custamers

Ist Hespitals and other imme@iqte social needs
2nd Residential service )

Ird Firm cummem:al and industrial service nsing dess than 45 Dth per day .
4th Firm commercial and industrial service using between 45 and 130 Dih per day
$th Firm commercial and industrial service using more then 130 Dth per day

th ."I;:“;nuphhle Service

e

e

1ssued by A. K. Allred, President

Advice No.

Section Revision Wo.

Effective Dale

03-02

2

June 23, 2003
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Piedmont Natural Gas
North Carolina

31. Curtailment of Service. It is contemplated that the Company will from time to

time find it necessary to curtail or interrupt Gas Service to those Customers who purchase
Gas from the Company under interruptible Rate Schedules. In addition, unavailability of
Gas supplies, requirements of public safety or other factors beyond the control of the
Company may make Curtailment or interruption of any Customer necessary. In all such
events, to the extent practicable, the Company will curtail those Customers paying the
least margin per Dekatherm first.
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2.0 LIMITATION ON OBLIGATION TO DELIVER. This Transportation Agreement is expressly contingent
upon Customer or Agent's procurement of firm natural gas supplies and firm transportation to the
Company town border station at . If Customer fails to deliver gas to Company,
Customer shall immediately cease using gas. Company is not obligated to provide backup sales

service to Customer if Customer's gas supply is interrupted. Company may, at its option, agree to

provide backup sales service under Paragraphs 6.0 and 6.1 of this Agreement only pursuant to a
separate Standby Service Agreement.

6.0 GAS SUPPLY RESERVATION CHARGE. Customer may agree to pay a firm gas supply Reservation
Charge pursuant to Paragraph 3.4 in order to reserve the right to supplemental or replacement firm sales
service under the Standby Service Agreement between Company and Customer. The rights and
obligations of Company and Customer regarding this backup service shall be as described in the
Standby Service Agreement.

6.1 When gas service is provided under 6.0, Customer shall continue to pay the customer charge under the
Firm Transportation Service rate schedule, rather than the customer charge in the firm sales service rate.
On any day when Xcel Energy provides supplemental rather than replacement firm sales service,
Customer's gas shall be considered the first through Customer's meter for billing purposes. In other
respects, the Standby Service Agreement, rate and rules and regulations shall apply to all replacement

or supplemental sales volumes.
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CAPACITY ASSIGNMENT
Applicability

Section 13.0 of these Terms and Conditions applics to all Sappliers providing Supplier
Service to a Customer or Customers taking Daily-Metered or Non-Daily Metered
Distribution Service from the Company pursuant to Section 1.0 or 12,0, respectively, of
these Terms and Conditions. Section 13.0 shall also apply, to the extent noted herein, to
any Customer acting as its own Supplier and taking Daily-hetered or Non-Daily Metered
DHistribution Service from the Company. The Company will assign and the Sopplier shall
accept each Customer’s pro-rata shares of Capacity, il any, 1% established in geenrdance
with this Section.

Fdentification of Capactty for Assignment

(n or bafore September | of each year, the Company shatl post on ils Website or ofher
such means the Capacity to be made available for assignment o Suppliers on esch of
twelve Assignment Dates beginning the following October. Such posting shall list, by
Cias Service Area, ali resource contracts eligibla for assiymiment, the Capacity resource-
allocation percentage by load factor, and the assoclated Capacity cost by load factor.
Such posting shall also provide notice of any potential or pending comtract change,
including known and disclosable contract terminations, that are scheduled to requirs
action by the Company between September 1 of the current year and October 31 of the
next year. For capacity assignments aceurring November I, 2000, resource-atlocation
percentages and resowreg-allocation costs will be posted by the Company ra later than
October 22, 2000,

The Company shall post on its Website or other such means notice to Suppliers of any
unscheduted contract changes that would affect the Capacity resource-aiiocation
nercentape or the associated Capacity cost, The Company will affirmatively notify atl
Suppliers serving Customers in the Company s sysiem via electronic mail, Facsimile ot
telephone, that such change has been posted. Soch posting shall identify the contract
undet renegatiation and describe the nature of the retiegotiziion Lo the extent permitted by
applicable conlidentiality agresments. Such notice shall alsy provide an opportunity for
Supplices W catiment on the condract umler renegatiation. The Company shall further
notify Suppliers of the results of such renegotiation no less than 60 days prior to the
effective date of the comract chane.

¥ssued O December 9, 2003
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13.2.3 Capacity assigned by the Cotnpany may include Company-Managed Supplies that

effectuate, at maximurn tariff rates or Jesser rate paid by the Company, the assignment of
certain capacity contracts, including Canadfan, Section e) and other contracts that are
not assignable to third parties.

13.3 Determéination of Pro-Rata Shares of Capacity
13.3.1 The Company shall establish 2 Total Capacity Quantity (“TCQ™) for cach Customer

taking Distribution Service. The TCC) represents the total amount of Capacity assiznable
o 3 Supplier on behalf of a Customer.

1332 For a Cuslomer receiving Defadt Service on or after November 1, 2000, the TCO shall
be the Customer’s estimated Gas 1sage on the Peak Day as determined by the Company
each October prior to the Costomer’s enroliment into Supplier Serviee, The Company
shall derive such estimate nsing a Daily Baseload and a Heating Factor based upon the
Customer’s historic Gas Usage during the Reference Period, or the best estimates
available to the Company should actual Gas Usage information be partially or wholly
unevailable,

13.33 For a Customet receiving onty Distribution Servige [fom the Company on February 1,
1999, or wha had 2 wiitten request filed with the Company on or before February |, 1999
to receive only Distribution Service, the TCQ shall be #ero except n cases where the
Customer cleels to have capacity assigned to its Supplier pursuani to Section 13,16, when
the TCQ) shall be less than or equal to the Customer’s estimated Gas Usage on the Peak
Day az determined by the Company. The Company shall derive such estimate using a
Daily Basetoad and a Heating Factor based upon the Customer’s historic Gas Usape
during a Reference Period ending in October 1999,

13.3.4 For a Customer that has converted from receiving Default Service to receiving only
Distribution Service during the period beginning February 2, 1999 throwgh and including
Murch 31, 2000, the TCO shall be zero until October 31, 2000, when the FC( shali be
changed fo equal the Customer’s estimated Gas Usage on the Peak Day as determined by
the Company. The Conpany shalf derive such estimate using a Daily Baseload and a
Heating Factor based upon the Customer’s historic Gas Usage during a Reference Period
ending in October 1999 In the event that the Customer returns o Delsult Service prior
to November i, 2000, or if the Custermer converts trom daily-metered Distribution
Service to non-daily-metercd Thstribution Service prior o November 1, 2000, the TCQ
for the Customer shall be changed from zero to equal the Customer’s estimated Gas
Usage o the Peak Day as established above.

Issued by:  Stephen . Bryant Issued On: December 9, 2003
President Effective: December {, 2005
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For a new Customer teking only Distribution Service as ils initial setvice after

Tebruary 1, 1999, the TCA) shall be zero except in cases where the Customer 15 a new
Custonier of record at a2 meter Iocation where a former Customner of record received firm
service feom the Company any time during the preceding twenty-four (24) months, when
the TLQ established by the Company for the former Customer shall become the TCO Lor
the new Customer. The Company witf reduce said TCQ value for the new Custormer
upon a demonstration by the new Customer, or its desigmated representative, that a
material and permanent difference between the former Customer™s load profile and the
new Customet's load profile warrants such a reducticn. 1n the event that Detault Service
ts prowvided at a new meter location for Gas Usage associated with new construction or an
existing structure converting to natural gas service, the 'TCQ) shall be zero, provided that
the Cugtomer Initiates Supplier Service in accordance with Section 24.5 of these Tarms
and Conditions within 120 days of gas flow, or within 60 days of gas flow for Customers
with annual volumes of 40,000 therms por year or more. Upon applicetion by a new
Customer, the LIC will provide that Customer with a description of the Customert’s
service options, a list of Supphiers authosized to provide service on dts system and contact
information for thuse Suppliers.

Onee the Comapany establishes a '1CQ for 4 Customaer puesdant 1o this Section 13.3, it
shall vemain in effect for the purpose of determining the Customer’s pro-rala shares of
Capacity until such time that the Customer retums 1o Defaolt Service. The Company
shall establish a new TCQ valoe for the Customer pursuant b Section 13.3.2 if the
Custorner elects to lake Suppher Service after retuming to Default Service, unless
otherwise established hergin,

MNotwithstanding he provisions of Section 13.3.6, where 2 Customer’s TC4) is established
ot the basis of less than 12-months historical data, the TCE) may be recalculated at the
Customer’s reguest, or by request of the Customer’s designated representative, upon the
collection of 12-months of usage data. In the event that the TCO) established on the basis
of 12-months usage data differs significantly from the TCQ initially established, the
Company shall adjust the Customer’s TCQ to be consistent with the 12-months usage
data. Upon teguest by the Custorner, or the Customer’s designated representative, the
Compuny shall change a Customer’s TCO where an ervor has occurred in the calculation
of the 1CQ or where the Customer, or its designated representative, demonsteates that 2
material and permanent change in the Customer™s Toad profile warranis such an
adjustment in the Customer’s TCO.

Issued by: Stephen 11 Bryvant Essued On: December 9, 2005

President EtTective: December 1, 2005
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DISTRIBUTTON AND DEFAULT SERVICE
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The Company shall determine the pro-rata shares of Pipeling Capacity, Underground
Storage Withdrawal Capacity and Peaking Capacity assignable to a Supplier on behalf of
a Customer as the product of the Customar’s TOQ times the applicable Capacity
Allgcators. The Capacity Allocators for each class of Customers billed under the
Company’s Schedule of Rales shall be sel forth annually in Appendix A to these Teoms
and Conditions.

The Company shall detenmine the pro-rata share of Underground Storage Capacity
assignahble to a Supplier on behalf of 3 Customer consistent with the tariffs governing the
sssogiated Lnderground Storage Withdrawal Capacity.

The Company shall determine the pro-rala shares of Peaking Supply assignable to a
Supplier in accordance with Section 16.0 of these Terms and Conditions.

Capacity Assienments

O cach Assignment Date, the Company will assigm 1 the Supplier the pro-rata shares of
Capacity on behalf of each Costomer as deferinined by the Company in accordance with
Scotions 132, 133 and 13.7.

{1 The total amwoent of Pipeline Capacity, Underground Storage Withdrawal
Capacity and Peaking Capacity assigned to the Supplier on behalf of the
Customoers in an Aggregation Pool shall, subject fo the provisions of Section
13.4.2, be equal tix the cumulative sum of the pro-rata shares of Pipeline
Capagity, Underground Storage Withdrawal Capacity and Peaking Capacity for
all Custorners enrolicd in said Apgregation Pool as of five {5) Business Days
prior 1o the Assignment Tate.

) Whenever the Cotepany assiges incremental Tnderground Storage Withdrawal
Capacity to the Supplier, the Company shafl also assign to that Supplier
additional Undergreond Storage Capacity pursnant 1o Seciton 138,

(3} The Peaking Capactty assigned to the Supplier shall establish the MDPO for the
Apgregation Poel in e Supplier’s Service Agrecment. In the evenl that the
Company increases a Supplier’s MOPQ, the Company shall also assign o that
supplicr addidonal Peaking Supply pursuant o Section 16.0,

Except for the assigmment of the imitial block of capacity, the Company shall execute
capacity asstgnments in increments of 200 MMBius, The Supphier shall secept an initial

Tssued by:  Stephen T1 Bryant
President Effective: December 1, 2005

Izsned On: December 9, 2003
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DISTRIBUTION AND DEFAULT SERVICE
TERMS AND CONDITIONS

increment of 30 MMBtus of Capacity on the fitst Asslgnment Diate when the sem of the
pro-rata shares of Capacity to be assignod w0 the Supplier pursuant to Section 13.4.1 is
equal to or greater than 400 M Htus. The Supplier shall sccept additional increments of
Capacity in blocks of 200 MMBLus on the following Assignmeni Dates commensurate
with any cumulative increase in ihe sum of pro-rata shaies of Capacity assignable to the
Supplier that are equal to or grealér than 150 MMBtus. Each increment of Capacity
accepted by the Supplier shall comprise Pipeline Capacity, Underground Storage
Withdrawal Capacity and Peaking Capacity in proportion to the cumulative increase of
the pro-rata shares of assighable Capacity as established in accordance with Section
13.4.1.

13.4.3 The Supplier shall aceept, on behalf of any Customer taking Daily-Metered Distribution
Service pursuant to Section 11.0 of these Terms and Conditions, and not combined by the
Supplier into an Aggregation Pool under Section 24.6, the assignment of Capacity in. the
amount equal to the Customer’s TCQ), as established pursuant to Section 13,3, Daily-
Metered Customers shall be eligible for assignment of Capacity pursuant to the
provisions of Section 13.4.2 to the extent thit soch Customers are combined by a
Supplict into an Apgregation Pool within a desiumated Gas Service Arca. In the event
that a Customer is acting as its own Supplier, the Company shall assign Capacity to the
Cuslomer in an amount equai to the Customer’'s TCQ, as established pursnant to Section
13.3. In no case, shall a Customer who is acting as its own Suppiicr be eligible for the
assigrinent of Capacity pursuant to the provisions of Section 13.4.2.

13.5 Release of Contracts

13.5.1 With the exception of Company-Manayed Supplies, capacity contructs shall be refeased
by the Coinpany to the Supplier, at the maximum taritt rate or lesser rate paid by the
Cornpany and inciuding all surcharges, through pre-arranged capacity releases, pursuant
to applicable laws and regulations and the torns of the governing tariffs. Tn lieu of such
capacity release, the Supplier inay authorize the Company (o retain the capacity for
management and cost rritigation under the Company’s Capacity Mitigation Service
pursuant to Section 13.11 of these Terms and Canditions,

13.52 Capatity contracts released to a Supplier on 2n Assignment Date shall be released [or a
term beginning on the first day of the Month following the Assignment Datc through the
tlermination date of the respective capacity contract being assigned.

13.5.3 The Company reserves the right to adjust releases of Underground Storage Withdrawal
Capacily in the event that fitky percent (50%) or more of the total Underground Storage

issued by: Stephen H. Bryani Issned On: December 9, 20035
President Effective: December 1, 2005
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Withdrawal Capacity serving a Gas Service Area has heen assigned to Suppliers. Such
adjustivtents may inchide, but not be limited to, the reassignraent of certain Underground
Storage Capacity and Underground Storage Withdrawal Capacity as Company-Managed
Supplies in erder for the Company to maintain operational control over capacity
resouices associated with systent balancing, and/or the retention of specific capacity
resources associated with system balancing and the implementation of a batencing charge
te pffset the associated ¢osls.

In order to provide notice of the potential for such an adjustment, the Company witt pos
information regarding its cusiomer-migration siatistics each September 1, including the
percentage of tnderground Storage Withdrawal Capacily assigned to Supplicrs In
accordance with this section. To the extont that the Company determines that such
adjustmeni is necessary, based on the lovel of capacity assipned to Supplicrs, the
Company shall notify Suppliers of the 1erms of the propoesed adjnstment no Jater than

93 days prior o the Implemamtation of sch adjiusunent.

13.6 Anpual Reassiynment of Capacity
13.4.1 On each Annual Reassignment Dale, the Company shall adfust the capacity assignments

previously made to a Supplier o confonn with the Company’s resource and reguirements
plans. Such previously assigned Capacity shall be replaced by the assignment to the
Supplier of the pro-rata shares of the same or similarly situsted Capacity on behalf of the
Customers enrolled in the Supplier's Agyregation Pools (as of the fitst day of the Month
foilowing the Annual Reassigiment Date),

13.6.2 If the reassignment of Undergronnd Storape Withdrawal Capacity requires adinstments 1o
the Underground Storage Capacity previously assigned 1o a Supplier, the Company shall
reassign Underground Storage Capacity to such Supplict, snd the Company and the
Supplier shatt address any associated increments and decrements to inventories in place
pursuant o Jeelion 13.8 ol these Terms and Conditions.

13.6.3 If the reassignment of Peaking Capacity is required by adjusiments to the MDPQ for the
Supplier's Agpregation Pool, the Company shall reassign Peaking Supply to such
Supplier, and the Company and the Sopplicr shall address any associated increments and
decrements to supplies pursuant to Section 16,0 of these Terms and Conditions.

tssued by: Stcphen H. Bryant tasned On: December 9, 2005
President Effective: December 1, 2005
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13,7 Recail of Capacity
13.7.1 {l'the pro-rata shares of Capacily assignable to a Supplier declines because one or more

of the Supplier’s Customers has returned to Defanlt Service, the Company shall have the
right, but not the obligation, o recall from the Supplier the pro-rata shares of Capacity
previously assigned to the Supplier on behalf of such Customers, ‘The decision on
whether to exercise its capacity-recall rights shalt be made by the Company in its sole
reasonable discretion subject to the conditions set forth in Section 13.7.2. If the
Company elects to reeall Capacity from a Supplier pursuant to this Section, such recall
shall be made on the first Assignment Date following the effective date of the Customer’s
retuwrn to Diefanli Service,

If the Company elects to recall Underground Storage Withdrawal Capacity from the
Supplier pursuani to this Section, the Company shall reduce the Underground Storage
Capacity associated with the affected Aggregation Pool in sccordance with Section 13.8
of these Terms and Conditions. If'the Company elects to reduce the MDPQ in the
Supplicr Service Agreement, the Company shall reduce the Peaking Supply associated
with the alfected Aggregation Paol in accordance with Section 16.0 of these Terms and
Conditions,

13.7.2 The Cotnpany shall, in its sole reasonable discretion, determine whether 1o exercise its
capacity-recall rights pursuant to Section 13.7.1, except in the following circumstances,
where the Company shall recall capacity assoviated with Customers reurning to Detault
Service at the time of the next Assignment Date in accordence with the provisions of
Section 24,5 of these Terms and Conditions:

(1) The Supplier returning said Customers to the Company’s Default Service
certifies that it is ceasing all business operations in Massachusetts;

(2 The Supplier returning said Customers to the Company’'s Drefault Service
certitles that it will mo longer offer service to a parlicular market sector, i.c..
residential, small commercial and industrial (“C&I™), medium C&I, andior large
Cécl Costomers, and therefore, once such Cuslomets are returned to Defanln
Service, the Supplier is not eligible to re-enroll Customers of that type for a
minimum time period of one year;

{3} The Supplicy dernonstrates that it has provided Supplier Service to the Customer

for at Teast 12 consecutive months and that the Capacity to be recailed by the
Company has been held by the Supplier, on behalf of the Costomer, for a period

[ssued by:  Stephen H. Bryamt lssued On: December 9, 2005
President Litfective: December 1, 2005
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equal to the sum of one or more 12-month increments, Except that, the Comnpany
witl recall papaeicy associated with a Customner who converted from Default
Service to receiving only Distribution Service during the period betwesn
Movember 1, 1999 and March 31, 2000, and was asgigned Capacity pursuznt to
sections [3.3 and 13.4 as of November 1, 2000,

{4} T'o the extent that the return of Customers to Delault Service does not occur
persuznt 1o the conditions set forth in Sections 13.7.2(1 ), (2 or {3), the
Company s diseretion to reeall Capagity shall be exercised so a5 10 preclude the
mmappropriate avoidance of Capacity-cost responsibility, while minimizing the
potential lor inhibiling the routine enrollmens, switching and ermination of
Customers [rom Supplier Service to Default Service.

13.7.3 in the event that a2 Customer in a Supplice’s Aggregation Pool switches to another
Suppiier, the Company shall recall from the former Supplier said Custorner’s pro-rala
shares of Capacity for reassignment W the new Supplier pursuant to Section 13.4. "There
shall be no change in the Customer’s TCQ used ta determine the Customer’s pro-mta
ghares of Capacity for reassiginment to the new Supplier. The recall of such Capacity
from the Customer’s former Supplier and the assignment of Capacity to the new Supplier
ghall he made or the Assignment Date foilowing the oftbetive daie of the Customer’s
switch n Suppliers.

If the Company recalls Underground Slorage Withdrawal Capacity from the Customer’s
former Supplier, the Company shall reduce the Underground Storage Capacity associated
with the affected Aggregation Pool in accordance with Section 135.8 of these Terms and
Conditions. If the Company reduces the MDPQ in the Costomet’s formar Sopplics’s
Service Agreement, the Company shall also reduce the Peaking Supply associated with
the affacted Agpregation Pool in accordance with Section 16.0 of these Terms and
Conditians.

1374 The recatl of Capacity by the Company shail entail the recall of released contracts
pursuant i governing tariffs, andfor the reduction in assigned quantities set forth in the
Supplier’s Service Agreement. The recall of Capacity shall be executed in decrements of
200 MMBus, commensurate with the cumulative reduction in the pro-rata shares of
Capacity assignabls to the Supplier that is equel to or preater than 150 MMBtus. Each
decrement of Capacity assigned to the Supplier shati comprise Pipeline Capacity,
Underground Storage Withdrawal Capacity and Praking Capacity in proportion to the
cumulalive decrease in the pre-rata shares of Capacity recalled from the Supplier,

Issued by:  Stephen . Bryant Tesued On: December 9, 2005
President Effective: December 1, 20053
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13.7.5 In the event that a Supplier is declared ineligiblc to nominate Gas for thirty (30) days

pursuant to Sections 11.6.6 or 12.6.3 of ihese Terms and Conditions, the Cotpany shatl
have the right 10 recall any or all Capacity assigned to said Supplier. 1 the Suppiier is
reinstated at the end of such 30-day period, the Company shall reassign Capacity to the
supplier on the next Assignment Date pursuant to Section 13.4. There shall be no change
in the TCQ values used to determine the Supplier’s Customers’ pro-rala shares of Capacity
four reassignrrent.

13.7.6 In the event that a Supplier is disqualified froro service for a one {1} tull year pursvant to
Sectians 11.6.6 or 12.6.3 of these Terms and Conditions, the Company shatl recalf any or
atk Capacity assigned to said Supplier. I[ the Supplier is reinstated at the end of such
period. the Company shall reassign Capacity to the Supplier on the next Assignment Date
pursuatt fo Sections 13.4 and 135,

13.7.7 In the event that the Supplier fails to meet the applicable registration and certification
requirements established by law or regulation, fails to satisfy the requirements and
praciices as set forth in Scctien 24.3 of these Terms and Conditions, fails to be and
remain an approved shipper on the upstream pipclines and underground storage facilitles
on which the Company will assign capacity, fails 10 make timely payment under the
assigned contracts, or fuils to comply with or perform any of the obligations on its part
established in these Terms and Conditions or in the Supplier Service Apreement, the
Company shall have the right 1o recall permanently any or all Capacity assigned to said
Supplier. This section shall also apply to a Customer acting as its own Supphier,

13.78 The Supplier shall forfeit its rights to Capacity recalled by the Company puirsuant to this
section. Such forfeiture shall be atfected fn accordance with applicable laws and
regulations and the govering tarifts. In ihe event of capacity forfefture peirsuant to this
Section, the Supplier shall be respongible to compensate the Company for ahy payments
due under the contracts prior to forfatiure, as well as any interest due thereon. The
Company will not exercise discretion in the application of the forfeiture provisions of this
Section. This section shail also apply Lo a Customer acting as its own Supplier.

13.8 Undergronnd Storame Capacity
13.8.] On each Assignment Date, the Company shall release Underground Storage Capacity to a

Supplier that accepts the assignment of Underground Storage Withdrawal Capacity
pursuzmt 10 Bection 13.4. The Company shall assign such Underground Siorage Capacity
consistent with the tariffs governing the releasc of the associated Underground Storage
Withdrawal Capacity.

Issued by: Stephen H. Bryani Issued On: December 9, 2003
President _ Effective: December 1, 2005
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t3.8.2 1 the Company assigns Underground Storage Capacity to a Supplier pursuant to Section

15.8.1 abave, the Company shall transier in-place gas inventorics 1o the Supplier. For
incremental assigrnments, the quantity of incremental inventorics to be transferred from
the Company to the Supplier shall be determined by multiplying the incremental
Underground Storage Capacity assigmed to the Supplier on the Assignment Date, times
the applicable Storage Tnventory Percentage described in Sectfon 13.8.5. The Supplier
shall be charged the Company's weighted average cost of inventories in offlsvstem
storage facilities for cach Pekathenn transterred from the Company to the Supplier. The
Company shall post the Company s weighted average cost of invertories, by Gas Service

Area, on its Website by the 15" of the Month preceding the next Assigmment Date.

13.83 In the event that the Company recalls Underground Storage Withdrawal Capacity trom
the Supplier pursuant to Scedion 13.7, the Company shall also reeall Underground
Storage Capacty fram the Supplier. The Compaiy shalt determine the total
Underground Storage Capacity to be recalled from the Supplier in accordance with the
taritts governing the Underground Storage Withdrawal Capacity retumed to the
Compansy.

1184 If the Company recalls Underground Storage Capacity from a Supplier pursnant to
Section 13.8.3, the Supplier shall transfer in-place gas inventories to the Company. The
quantity of inventories to be transferred from the Supplier wr the Company shall be
determined by mnltiplying the decremental Underground Storage Capacity times the
applicable Storage Inventery Percemage described in Section 13.8.5. The Supplior shatt
be reimbursed al the Company’s weighted average cost of inventories in the off-system
storage facititics serviny the applicable Aggregation ool as of the Assignment Date, for
each Dekatherm uansferred from the Supplier 1o the Company. The Company shall post
the Company’s weighted average cost ol inventories, by Gas Service Area, onl its Website

by the 15™ of the Month prceding the next Assignment 12ate.

1385 Underground Storage Inventory Percentages shall be the ratio of the unassigned
inventory levels in cach storage resource that exisis on the Assignment Date and the
maximum Underground Storage Capacity of each storage resource less any Underground
Storayge Capacity previously assigned.

Issucd by:  Stephen L. Bryant zsued On: December 9, 2005
President Effective: December 1, 2005
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Companv-Mana, lies

The Company shall provide access to and ascribe cost responsibility for the pro-rata
shares of certain capacity contracts, including Canadian, Section 7(c} and other contracts
that are not assignable to third-parties.

The Supplier’s Service Agrecment shall set forth the quantity of sach Company-Managed
Supply assigned to the Supplicr pursuant to Sections [3.4 and 13.8,

The Company shall notify the Supplier of the conditions and/or resirictions on the use of
Company-Managed Supplies.

The Company shall invoice the Supplier for its pro-rata shares of the demand charges for
capacity contracts assigned to the Supplier as Company-Managed Supplies. The
Conapany shall alse [low through to the Supplier &1t costs incurmed from the utilization of
Company-Managed Supplies on behalf of the Supplier.

The Cotmpany shall nominate quantities to the Delivering Pipeline and/or other interstate
pipelines and off-system storage operators on behalf of Suppliers to which the Company
has assigned the Company-Managed Supply, provided that the requested nomination
conforms 1o the tariffs govermning the resource. The Supplier shall communicate ils
desired nomination quantities to the Company subject to the previsions in Sections 11.3
and T2.3 of these Tenns and Conditions. unless earlier deadlines are reguited by the
applicable contract terms.

Open-Season Capacity Assignments

A Customer that was either receiving only Distribution Service from the Company on
Februaty 1, 1999, or had a wrillen request filed with the Company on or betore

February 1, 1999 to receive only Distribution Service, may elect for its Supplier to accept
the assignment of its pro-rata shares of Capacity as defermined by the Company in
accordance with Section 13,3, The Customer must have submitted to the Company. on or
before the last day of the designated Open Season, & completed application for capacity
that Is signed try bath the Customer and Supplicr. Al assiguments of Capacity made on
behalf of such electing Customer shall be executed in aceardance with Sections 13.0 and
16.0 of these Texms and Conditions.

[ssued by: Stephen H. Bryant issued Cn: December 9, 2005

President Lffective: December 1, 2005
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DISTRIBUTION AND DEFAULT SERVICE
TERMS AND CONDITTONS
1301 Capacity Mitigation Setrvice
13.11.1 Capacity Mitigation Service is available to Suppliers that have been assigned capecity

pursuzmt to Section 13.4 of these Terms and Conditions. Such Suppliers shall have the
option 1o take Capacity Mitigatlon Service from the Company for contracts that woutd
otherwise be released to the Supplier in aceordance with Section 13.5 of these Torms and
Condilions. Company-Managed Supplies and Peaking Capacity are excluded from the
Capacity Mitigation Service.

1312 Within five (3) Business Days prior to the Annual Reassignment Date, the Supplier must
designate those contracts that would otherwise be released to the Supplier pursoant o
Section 13.5, as contracts to be managed by the Company for cost nitigation in
accordance with the Company’s Capacity Mitigation Service. Such designation will be
eflective for the period November 1 through Ociober 31, Such notice shall be
commeunicated in accordance with the Supplicr®s Service Agroement.

13113 ‘The Supplier shall pay to the Company the maximum-tariff rate or lesser rate paid by the
Company, including all surcharges, for the capacily contmcts that are retained and
managed by the Company. The Company shall bill the Supplier monthly for such
charges.

13114 The Compsny wilt market capacity contracts destgnated by Suppliers for mitigation
through the Capacity Mitigation Service. The Supplier shall receive a credit on its bill for
Capacity Mitigation Service oqual 1o the pro-tats share of the proceeds earned from the
miarketing of such capacity contracis, less 15 percent, which will be retained by the
Company in exchange for such contract management. Stuch credit shall be delermined on
a coutract-specific basis al the end of sach Month, and will be inchided it the bill sent to
the Supplier in the following Month.

Tssued by:  Stephen H. Bryamt Issued On: December 9, 2005
Prexident Effective; December 1, 2005
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	 Section 2.3 of the Terms and Conditions of BGE’s Gas Service Tariff specifies that in the event of a curtailment of gas supply, the Company will implement limitations to service in accordance with this Natural Gas Curtailment Plan.  In addition to any orders of Federal or State authorities establishing priorities of or limitations to service, if the Company is unable to maintain safe minimum delivery pressure on part or all of its distribution system, this Curtailment Plans will be implemented.  The Plan specifies the hierarchy of gas service and use during extraordinary situations and is consistent with Public Service Commission regulations, Maryland Emergency Management Agency requirements, BGE’s Gas Emergency Manual Standards and the Maryland Natural Gas Supply Contingency Plan.
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