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SECTION C
COMPANY RULES AND REGULATIONS
(FOR ALL CUSTOMERS)

These General Rules and Regulations for all customers are not to supersede but are in addition to Rule B1., Technical
Standards for Gas Service, Rule B2., Consumer Standards and Billing Practices for Residential Customers, and Rule
B4., Commercial and Industrial Billing Practices.

ClL CHARACTERISTICS OF SERVICE

C1.1 Gas Supply and Company Liability:
The Company does not guarantee, but will endeavor to furnish, a continuous supply of gas and to
maintain pressure within reasonable limits. The Company shall not be liable for loss or damage which the
customer may sustain by accidents, repairs or otherwise, or incurred by the use of gas or appliances or
presence of the Company's property on the customer's premises. Nor shall the Company be held liable for
loss or damage occurring under or by virtue of the exercise of authority or regulation by governmental,
military or lawfully established civilian agencies, or due to conditions or causes beyond the Company's
control.

If the supply of natural gas diminishes to the point where continuous service to other customers is
threatened, the Company shall have the right to limit or discontinue the use of service for its industrial
customers, irrespective of the contracts in force, as provided for in rule C3.

Before purchasing equipment or installing piping, the customer shall secure from the Company, in
writing, the characteristics of the service available.

C1.2 Discontinuance of Supply or Service:
The Company shall have the right at any time to terminate its service contract for breach of any of the
terms and conditions thereof. The Company shall also have the right to stop service of gas to be furnished
thereunder, without notice, for any of the following reasons or purposes, without such action causing a
termination of such agreement:
A. For the purpose of making repairs or extensions;

B. On account of or to prevent fraud or abuse;

C. For violation of any of the Company's regulations;
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C1.2 Discontinuance of Supply or Service: (Contd)

D. For the reason that the customer's service is detrimental to the service in general or in his immediate
locality;

E. When made incompatible with order, ordinances, or laws of the United States of America, the State
of Michigan or any political subdivision thereof;

F.  Upon proper notice for nonpayment of bill;

G. If the customer's equipment is not approved by any local governmental agency in charge of such
matters.

C1.3 Heating Installations:

The Company will have the right to refuse to connect and serve central heating installations in which gas is the only or
the principle fuel used, where such installations are, in the opinion of the Company, unsafe or dangerous to operate.
The safety of equipment shall be judged by, but not limited to, compliance with the following:

A. All gas conversion burners to be installed shall either be A.G.A certified or approved by the
Company and all gas designed heating plants shall either meet A.G.A. requirements or be approved
by the Company.

B. Conversion burners must be properly sized for safe operation in the heating plant being converted.

C. No conversion burner shall be connected which is installed in a furnace in which its operation would
be dangerous because of the condition of the furnace, chimney, or flue.

D. No gas heating equipment shall be connected, the operation of which would be dangerous because of
improper installation.

E. No gas heating equipment shall be connected which does not have adequate shut-off controls for
safe operation.

C1.4 Unusual Cost:

Any unusual cost incurred specifically for an individual customer, and not ordinarily necessary for the
furnishing of gas service to the customer, shall be paid by the customer for whom such unusual cost is
incurred. Such unusual cost shall be in addition to the charge for gas service provided in the applicable
rate schedule, and such additional charge shall be subject to review by the Michigan Public Service
Commission upon petition by such customer.

CL1.5 Invalidity of Oral Agreements or Representations:
No employee or agent of the Company is authorized to modify or supplement the terms and conditions of
this Schedule of Gas Rates Governing the Sale of Natural Gas Service or any contract by oral agreement

or representation, and no such oral agreement or representation shall be binding upon the Company.
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C.2 CONTROLLED SALES SERVICE - GAS ALLOCATION PROCEDURE

C2.1 Scope

This rule provides the Company with the authorization to control the attachment of sales service load,
consistent with changes in gas supply as they occur. The Company reserves the right to discontinue
service to any customer who violates any of the provisions of this rule.

C2.2 Application for Service

A. All customers requesting gas sales service shall make written application for such service on a form
provided by the Company. Written application for residential service may be waived by the
Company when warranted by gas supply conditions.

B. Applications shall be maintained separately by priority of service and date received for prospective
customers within each of the Company's gas supply areas.

C2.3 Approval of Application for Service

A. As the Company is able to contract for gas supplies at reasonable and prudent prices, terms and
conditions, applications for service shall be approved subject to the following:

1.

2.

Approval shall be on a first-come, first-served basis within each Controlled Service Priority.

The Company shall open the highest Priority first. If all the applicants within that Priority are
granted service, and sufficient supply is available, the next highest Priority shall be opened.

. If the available supply is committed before granting all applicants service, then those applicants

who do not receive service shall have their standing reserved within their Priority, but shall not
receive preference over a later applicant who qualified for a higher Priority, when gas becomes
available and Priorities are again opened.

. An applicant whose Priority is open at the time of application may be granted immediate approval

through written notification by the Company, provided such applicant demonstrates to the
satisfaction of the Company that the construction and installation of the necessary equipment will
proceed in a timely manner.

. An applicant whose Priority is closed at the time of application, such that gas sales service is not

initially granted, shall have that application for service kept on file by Priority and by the date the
application was received.
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B. The Company may not grant sales service to new customers or permit additional load by existing
customers, if:

1. The Company is curtailing any customers in the affected service area due to a long term Capacity
Deficiency under the provisions of Rule C3, Curtailment of Gas Service.

2. The Company is curtailing any customers due to a long term Gas Supply Deficiency under the
provisions of Rule C3, Curtailment of Gas Service; except that the Company may attach
controlled service Priority One or Priority Two customers provided no customers in Curtailment
Priority Three are being curtailed.

C. The Company reserves the right to attach new interruptible loads.

D. The written notification by the Company granting approval of the application shall specify the date
gas sales service must commence.

C2.4 Forfeiture

A. A customer shall install the necessary equipment and commence gas sales service by the date
specified in the Company's notification of approval, otherwise the customer's reservation of gas
supply is forfeited.

B. When the Company grants approval in those cases where the Application for Gas Service was not
initially granted, the customer shall notify the Company in writing within thirty days (from the date
of the Company's written notification of approval) of the customer's intention to accept service. If
the customer does not respond within thirty days, the customer's original application is void.

C2.5 Restricted Sales

As a result of warmer-than-normal weather, or other factors, the Company may have gas in excess of its
immediate load. The Company may sell such excess gas subject to:

A. The requirements of present and future system supply customers of the Company.
B. The sale of such gas causes no detriment to its system supply.

C. The Gas Supply Deficiency Curtailment Priority Five of Rule C3, Curtailment of Gas Service for all
special contract sales of such gas.

D. Commission approval of such sales on a special contract basis, limited as to time and volume.
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C2.6 Priorities

A.  Service shall be controlled under this rule in accordance with the following Priorities. Priority One
constitutes the highest Priority. Priority Six constitutes the lowest Priority which will be the first
Priority controlled. Within each Priority, sub-priority ( 1.) shall have the highest priority and sub-
priority ( 3.) the lowest Priority.

PRIORITY 1
1. Residential gas requirements for any purpose, except space-heating or air conditioning.
2. Residential gas requirements for space-heating or air-conditioning.
3. Commercial gas requirements having a peak usage less than 50 Mcf per day.
PRIORITY 2
1. The use of natural gas for services essential for public health and safety.
2. The use of natural gas for essential agricultural requirements.

PRIORITY 3

1. Industrial gas requirements for process and feedstock needs or for gas-fired after burners to
limit or abate obnoxious odors or air pollution.

2. Industrial gas requirements having a peak usage less than 50 Mcf per day and not otherwise
classified.

PRIORITY 4

1. Commercial and Industrial gas requirements having a peak usage of 50 Mcf per day and
greater and not otherwise classified.

2. Commercial and Industrial gas requirements for co-generation having alternate fuel
capability and a peak usage of 50 Mcf per day, but less than 300 Mcf per day.

3. Commercial and Industrial gas requirements for co-generation having alternate fuel
capability and a peak usage of 300 Mcf per day or greater.
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PRIORITY 5

1. Commercial and Industrial requirements for boilers or kilns having alternate fuel capability
and a peak usage of 50 Mcf per day but less than 300 Mcf per day.

2. Commercial and Industrial requirements for boilers or kilns having alternate fuel capability
and a peak usage of 300 Mcf per day or greater.

PRIORITY 6
The use of natural gas for the generation of steam or electricity by utilities.

A customer who has a pollution problem which presents a threat to the public health and safety,
where the use of natural gas offers the only feasible solution to the problem, may petition the
Commission to assign a Priority of use higher than that to which the customer would otherwise be
entitled. The matter will be considered by the Commission pursuant to its Rules of Practice
relating to petitions or complaints.

C2.7 Definitions

A

Alternate fuel capability means that an alternate fuel could have been used whether or not the
facilities for use have actually been installed or the alternate fuel is available.

Boilers shall mean all closed vessels in which a liquid is heated or vaporized by the combustion of
fuel for the generation of steam or hot liquid.

Co-generation shall mean the sequential production of both electrical (or mechanical) and thermal
energy from the same fuel source.

Commercial gas requirements shall refer to any usual commercial use of gas including but not
limited to all gas purchased by a business which does not qualify for a manufacturing industry
code under the Standard Industrial Classification, as listed in the current edition of the Standard
Industrial classification Manual issued by the Executive Office of the President of the United
States.

Essential Agricultural Requirements means any use of natural gas for agricultural production,
natural fiber production and processing, food processing, food quality maintenance, irrigation
pumping crop drying, or a process fuel or feedstock in the production of fertilizer, agricultural
chemicals, animal feed or food; provided, however, that boilers, gas turbines and engines which
have alternate fuel capability shall not qualify as essential agricultural requirements without the
express authorization of the Michigan Public Service Commission. The matter will be considered
by the Commission pursuant to its Rules of Practice relating to petitions or complaints.
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Feedstock gas is natural gas used as a raw material for its chemical properties in creating an end
product.

Industrial gas requirements shall refer to any usual industrial use of gas, including but not limited
to all gas purchases under the Standard Industrial Classification, listed in the current edition of the
Standard Industrial Classification Manual, issued by the Executive Office of the President of the
United States.

Process gas is natural gas used in appliances capable of burning a gaseous fuel so as to utilize
those combustion characteristics of gaseous fuels such as complete combustion, safe combustion
products flame geometry, ease of temperature control to precise levels, and optimum safety of heat
application. Specifically excluded are boilers, gas turbines, space heating equipment (other than
direct fired makeup air heaters for process purposes) and indirect air heaters.

Requirements for services essential for public health and safety shall mean gas purchased for use
by or in connection with hospitals, convalescent homes, nursing homes, medical centers and
clinics; water and sewage treatment and waste disposal facilities; civil defense centers and public
utility buildings; newspapers, radio and television stations; fire stations, police stations, jails and
penal institutions; and such other uses of gas are found qualified by the Michigan Public Service
Commission as requirements of services essential for public health and safety; provided, however,
that boilers, turbines and engines which have alternate fuel capability shall not qualify as
requirements for services essential for public health and safety without the express authorization
of the Michigan Public Service Commission. The matter will be considered by the Commission
pursuant to its Rules of Practice relating to petition or complaints.

Residential gas requirements shall include all gas usage metered and consumed within an
individual household, and reasonably appurtenant and related to and normally associated with
such a household, for such applications as space conditioning, cooking, water heating,
refrigeration, clothes drying, incineration, lighting and other similar household applications. The
term "household" includes single-family homes, farm homes, seasonal dwellings, duplexes and
individual living units within mobile home parks, condominiums, apartments and cooperatives;
provided, however, to qualify for residential usage a household must have the normal household
facilities such as bathroom, individual cooking and kitchen sink facilities.
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C3 CURTAILMENT OF GAS SERVICE

C3.1 Definitions

The following terms used in this Rule have the meanings hereinafter set forth:

A

Blanket certificate customer is a transportation customer who has contracted with the Company to
transport gas in interstate commerce pursuant to a blanket certificate issued to the Company by the
Federal Energy Regulatory Commission.

Capacity deficiency shall mean emergency situations whereby anticipated load temporarily
exceeds the capacity of the Company's pipeline system to deliver volumes commensurate with
such load, but such that the full design capacity of the system is unaffected. See Section C3.2
D(2). of this rule.

Capacity restriction shall mean restriction due to damage to the Company's facilities such that the
full design capacity of the pipeline system is not available. See Section C3.2 D(1). of this rule.

Commercial gas requirements shall include all service to customers engaged primarily in the
furnishing or sale of goods or services including schools, local, state and federal government
agencies and other public or private institutions for use other than those involving manufacturing
or electric power generation.

Customers, unless otherwise specified, shall mean sales customers, transportation customers and
storage customers.

Deliveries shall mean both transportation and sales volumes.

End use customer is a customer under the Company's sales and transportation rate schedules
where the gas is used or consumed on the customer's premises to which the gas was delivered.

Force majeure shall mean acts of God, strikes, lockouts, or other industrial disturbances; acts of
the public enemy, wars, blockades, insurrections, riots epidemics, landslides, lightning,
earthquakes, fires, storms (including but not limited to hurricane warnings), extreme cold weather,
crevasses, floods, washouts, arrests and restraints of the government, either Federal or State, civil
or military, civil disturbances. Force majeure shall also mean shutdowns for purposes of necessary
repairs, relocation, or construction of facilities; failure of electronic data capability; breakage or
accident to machinery or lines of pipe; the necessity of testing (as required by governmental
authority or as deemed necessary by the Company for the safe operation thereof), the necessity of
making repairs or alterations to machinery or lines of pipe; failure of surface equipment or
pipelines; accidents, breakdowns, inability to obtain necessary materials, supplies or permits, or
labor to perform or comply with any obligation or condition of service, rights of way; and any
other causes, whether of the kind herein enumerated or otherwise which are not reasonably within
the control of the Company. It is understood that the settlement of strikes and lockouts or
controversies with landowners involving rights of way shall be entirely within the Company's
discretion and that the above requirements that any force majeure be remedied with all reasonable
dispatch shall not require the settlement of strikes or lockouts or controversies with landowners
involving rights of way by acceding to the demands of the opposing party when such course is
inadvisable in the discretion of the Company.
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Industrial gas requirements shall include all service to customers engaged primarily in a process
which creates or changes raw or unfinished materials into another form or product including the
generation of electric power.

Requirements for plant protection shall mean such minimum volumes of gas required to prevent
physical harm to the plant facilities or danger to plant personnel when such protections cannot be
afforded through the use of alternate fuel. This includes the protection of such material in process
as would otherwise be destroyed, but shall not include deliveries required to maintain plant
production.

Requirements for services essential for public health and safety shall mean gas purchased for food
processing and for use by or in connection with hospitals, convalescent homes, nursing homes,
medical centers and clinics, water and sewage treatment and waste disposal facilities; civil defense
centers and public utility buildings; newspapers, radio and television stations; fire stations, police
stations, jails and penal institutions; and such other uses of gas an are found qualified by the
Michigan Public Service Commission as requirements for services essential for public health and
safety; provided, however, that requirements for boilers which have alternate fuel capability shall
not qualify requirements for services essential for public health and safety without the express
authorization of the Michigan Public Service Commission.

Residential gas requirements shall include natural gas usage for space heating, cooking, water
heating, and other residential uses in a single family dwelling or in an individual flat or apartment;
or to two or more households served by a single meter (one customer) in a multiple family
dwelling, or portion thereof. A "multiple family dwelling"” includes such living facilities as, for
example, cooperatives, condominiums and apartments; provided each household with such
multiple family dwelling has the normal household facilities such as bathroom, individual cooking
and kitchen sink. A "multiple family dwelling" does not include such living facilities as, for
example, penal or corrective institutions, motels, dormitories, nursing homes, tourist homes,
military barracks, hospitals, special care facilities or any other facilities primarily associated with
the purchase, sale or supplying (for profit or otherwise) of a commodity, product or service by a
public or private person, entity, organization or institution.

Supply deficiency shall mean emergency situations whereby the company is unable to procure
adequate gas supplies to meet the demand requirements of its firm system supply customers and
firm balancing service to its Transportation customers and that required for the Company's system
operations.

System supply customer shall mean those customers who purchase natural gas requirements from
the Company.
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C3.2 Curtailment of Gas Service
A. Company's Rights to Curtail

The Company recognizes its primary public service obligation is to maintain gas service to its
customers. If, in the event of an emergency arising out of causes referred to as force majeure
situations, the Company determines that its ability to deliver gas may become inadequate to
support service to its customers on its system, the Company shall have the right to partially or
completely curtail service to each of its customers in accordance with the order of curtailment set
forth below, irrespective of the contracts in force.

1. This plan applies to all gas sales, transportation and storage service provided by the
Company.

2. In implementing this curtailment plan, the Company will take into account the extent to
which curtailment of customers in a specific portion of the Company's system may or may
not remedy the emergency. Thus, curtailment may be limited to certain portions of the
Company's system.

3. If a curtailment of firm gas deliveries becomes necessary, the Company shall provide notice
to the Commission and all affected customers of the nature, probable duration and extent of
such curtailment. Such notice will be given as far in advance as possible. The Company
will curtail customers in a nondiscriminatory manner.

B. Steps Prior to Curtailment of Firm Gas Deliveries

In an emergency situation arising out of force majeure, the Company will attempt to minimize the
extent of curtailment of firm gas deliveries, or if possible, eliminate the need to curtail firm gas
deliveries, by taking the following preliminary steps.

1. Interrupt service provided under interruptible tariff provisions or contracts. Notification
deadlines incorporated into interruptible tariffs or contracts are suspended pursuant to this
Rule. Notice will be given as far in advance as possible;

2. Restrict deliveries to any customer in excess of the maximum daily quantity (MDQ)
specified in the customer's contract. VVolumes exceeding the MDQ during the period of
curtailment are subject to the unauthorized use charge listed in C3.2 J,;

3. Implement contingency contracts for emergency gas supplies, such as contracts having been
established in advance of any emergency. Seek to purchase additional gas supplies to the
extent available at reasonable and prudent prices;

4, Make a public service announcement for voluntary dial-down actions by end-use
customers;

5. Ask transportation customers and their authorized agents, including those agents managing
transportation pools to voluntarily reduce use and/or increase deliveries.
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C. Operational Flow Order

1. Firm balancing services bundled with transportation services and firm balancing services
contracted by FERC blanket customers are subject to curtailment by means of an OFO issued by
the Company. An OFO provides the means for the Company to flex the level of firm balancing
services it provides to any intermediate level, up to and including zero, as necessary to meet the
exigencies of an emergency. An OFO will reduce the firm balancing tolerance in one direction,
and will be designated as either a positive imbalance or a negative imbalance OFO.

2. Firm storage services may be curtailed by means of an OFO.

The Company's gas storage injection or withdrawal obligations pursuant to any firm storage
contracts with its customers are subject to an OFO limiting the level of service to any authorized
daily level deemed necessary by the Company to meet the exigencies of an emergency.

3. Notice of an OFO
a. Preliminary notification of an OFO

The Company will notify all potentially affected customers, their authorized agents, and
agents managing pools, via telephone and facsimile, as soon as it believes that an OFO may
be required. Notice will indicate the nature of the potential emergency, the period it may be
in effect, and the anticipated level of curtailment (authorized imbalance tolerance level or
authorized storage injection/withdrawal levels).

b. Notification of an OFO

If the decision is made to issue an OFO, the Company will notify all affected customers,
their authorized agents, and agents managing pools, via telephone and facsimile. The
Company will attempt to issue notice as soon as possible in advance of the deadline for
nominations on the upstream pipelines. Notice will indicate the period the OFO will be in
effect, will specify whether the Company is curtailing the negative imbalance tolerance
level or the positive imbalance level, and indicate the authorized tolerance level of each.
Notice will indicate the need for intra-day nomination changes, if necessary, to balance
usage with gas deliveries to the Company. OFOs curtailing storage services will indicate
the authorized injection/withdrawal level.

4. Penalties for violation of an OFO

After the Company has provided actual notice of implementation of an OFO, any gas usage in
excess of the authorized imbalance tolerance specified by the OFO, and during the period in which
the OFO is in effect, will be subject to unauthorized use charges, with such charges being in
addition to those normal charges (excluding penalties) made under the applicable rate schedules.
For customers grouped into transportation pools, penalties will be assessed by the Company to the
authorized agent managing the pool and not to the individual customers of the pool.
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a. Negative imbalances exceeding OFO daily balancing threshold; storage withdrawals
exceeding curtailment allocation.

The charge for such unauthorized usage shall be the highest price reported for the
MichCon, Consumers Energy and Chicago LDC's during the period of curtailments as
reported by Gas Daily or, to the extent that Gas Daily discontinues its reporting of such
prices, any comparable reporting service, plus $10 per Mcf. Failure to pay an unauthorized
use charge shall subject the customer to termination of gas service.

b. Positive imbalances exceeding OFO balancing threshold; gas storage injections
exceeding curtailment allocation.

If the Company issues a positive daily imbalance OFO, positive imbalances exceeding such
threshold will be subject to forfeiture (trespass gas).

c. Unauthorized use charges will be credited to the Company's Booked Cost of Gas Sold as
defined in Section C7.2 of the Company's Rules and Regulations. Trespass gas will be
credited to the Company's Booked Cost of Gas Sold at zero cost.

d. In instances where customer violation of curtailment causes the Company to incur
imbalance penalties on up-stream pipelines, and where incurring of pipeline penalties
cannot reasonably be avoided by acquisition of gas supplies at the Company's city gate
stations, then the cost of such pipeline penalties will be passed through to the customer in
violation. Pipeline penalties assessed to customers are in addition to the regular
unauthorized usage charge.

D. Method of Curtailment of Firm Gas Deliveries

Curtailment may be simultaneously instituted in more than one curtailment category provided that gas
usage falling within a lower priority category is being completely curtailed.

If system deliverability permits only delivery of gas to a given priority category of use, curtailment will
be effected on the basis of a pro rata sharing using the base period deliveries to customers for that priority
category. If a customer has entered into an arrangement for voluntary reduction of use and/or increase in
deliveries pursuant to Paragraph B.5. above, the volumes associated with such voluntary reductions of
use or increased deliveries shall be attributed to that customer's pro rata share.

Upon notice of a curtailment, the company shall give customers with multiple locations, the option to

select which location will be subject to curtailment, consistent with the practical and physical constraints
of the Company's system.
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1. Capacity restriction

If a curtailment of firm gas deliveries becomes necessary due to capacity restrictions, the
Company shall determine the amount of firm service capacity that is available (residual firm
capacity). The Company shall allocate that residual capacity between (i) firm transportation
service provided pursuant to a FERC blanket certificate (Blanket Certificate Customers) and (ii)
all other services (Other Customers), such allocation being made pro rata between such two
classes of service, based upon the daily volumes scheduled for service by each class in the gas day
immediately preceding curtailment.

a. The residual firm capacity which is allocated to the Other Customers shall be allocated
pro rata among the members of that class, based upon the most current daily nominations
prior to curtailment.

b. The residual firm capacity which is allocated to the Other Customers shall be curtailed in
accordance with the curtailment priority categories set forth in Section F of this Rule,
beginning with Curtailment Priority Five and proceeding to the next highest priority
category.

c. Firm imbalance services provided to transportation customers, including Blanket
Certificate Customers, may be subject to an OFO. Daily nominations of transportation
pools, or individual transportation customers, must be equal to or less than allocated
capacity.

2. Capacity deficiency

If curtailment of firm deliveries becomes necessary due to an emergency situation resulting in a
capacity deficiency, the Company shall curtail gas service in accordance with Section C3.2 D,
subject to the following conditions:

a. Firm imbalance services provided to Blanket Certificate Customers may be subject to an
OFO. Firm deliveries within imbalance tolerance levels established by the OFO are exempt
from curtailment.

b. Firm imbalance services provided to transportation pools or individual transportation
customers may be subject to an OFO. Daily nominations of transportation customers, or
transportation pools, must be equal to or less than allocated capacity.

3. Supply deficiency

If curtailment of firm deliveries becomes necessary due to an emergency situation resulting in a

supply deficiency, with no associated capacity restriction or capacity deficiency, the Company
shall curtail gas service in accordance with Section C3.2 D. subject to the following conditions:
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a. Firm imbalance services provided to Blanket Certificate Customers may be subject to an
OFO. Firm deliveries within imbalance tolerance levels established by the OFO are exempt
from curtailment.

b. Firm imbalance services provided to intrastate transportation pools or individual
transportation customers may be subject to an OFO. Firm deliveries within imbalance
tolerance levels established by the OFO are exempt from curtailment.

E. Base Period
1. For Priorities Two though Five

a. For the purpose of determining the customer's volumes within each curtailment priority
category, a twelve month base period shall be established. Such base period shall be fixed
for the term of the curtailment. The base period volumes shall consist of the twelve
consecutive monthly deliveries ending June of each year. In those instances where the
customer has encountered strikes, interruption of gas service or unavoidable abnormalities,
the Company may make reasonable adjustments to normalize the customer's requirements.
Base period volumes shall be adjusted for equipment added and new loads.

b. In determining monthly deliveries, the Company shall determine the gas during each
month of the period described above for all buildings, parts of buildings, and equipment
associated with each customer's gas billing in accordance with the Company's Rules and
Regulations. Volumes specified in Curtailment Priority Two through Five shall apply in the
aggregate for all equipment of the same end use rather than on a unit of equipment basis.

c. The monthly deliveries so determined, with such adjustments as provided above, shall
then be used as the monthly requirements specified in the Curtailment Priority Categories.
In determining a customer's Curtailment Priority Category, the applicable monthly
requirements in the base period shall be used.

2. For Priority One
a. The Company will use its best judgment in responding to exigencies demanding
curtailment of Priority One residential customers, thus no base load period volume are
established for this sub-class.
b. Base period volumes for commercial gas requirements, plant protection, and services

essential for public health and safety will be established concurrently with, and using the
same procedures as the calculation of base period volumes for Priority Two through Five.
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F. Curtailment Priorities

1. For purposes of curtailment, firm end use sales and transportation customers (whose service is
not provided pursuant to a blanket certificate by the FERC) will be treated equally in accordance
with the curtailment priority categories set forth. Six categories are established with Priority Six
being the first category to be curtailed and Priority One being the last.

PRIORITY SIX
Firm daily balancing services provided to transportation customers and transportation pools.
PRIORITY FIVE
All non-residential customers having alternate fuel capability for that portion of their load covered
by the alternate fuel, and all firm sales of gas not provided to the Gas Cost Recovery (GCR)
customers.

PRIORITY FOUR

Commercial and industrial gas requirements in excess of 10,000 Mcf per the base load period
month being curtailed.

PRIORITY THREE

Commercial and industrial gas requirements of 2,573 Mcf to 10,000 Mcf per the base period
month being curtailed.

PRIORITY TWO
Non-residential customers having commercial gas requirements of 834 Mcf to 2,573 Mcf per the
base period month being curtailed and industrial gas requirements of 8,334 Mcf per the base
period month being curtailed.

PRIORITY ONE
Residential gas requirements, commercial gas requirements of 834 Mcf or less per the base period

month being curtailed, requirements for plant protection, and requirements for services essential
for public health and safety not covered by an alternate fuel.
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2. The volumes of gas destined to end users of other local distribution companies (LDC) shall be
classified into the same priority categories as the Company's onsystem sales and transportation
customers if the LDC provides the Company with the information necessary to make such a
classification and an affidavit verifying the accuracy of such information. Such information shall
be provided for each priority category in a manner similar to the information regarding the base
period volumes of other customers as set forth in Paragraph E above. Any volumes for which the
LDC fails to provide such information shall be presumed to be Priority Five.

3. During an emergency curtailment of gas service, public utilities that generate and distribute
electricity shall be granted Priority One service for that portion of the gas requirements of owned
or firm contracted generation necessary to the discharge of the utilities' obligation to provide
essential services.

a. Such classification of volumes qualifying for Priority One shall be
contingent upon the electric utility exercising due diligence in taking
reasonable steps to minimize the use of natural gas during the course of
the gas emergency, and consistent with maintenance of electric system
integrity. To the extent that certain actions can minimize the use of
natural gas, such actions may include, but are not limited to the
following:

i. Bring on line any non-gas reserve capacity.

ii. Switch gas fired dual-fuel generating plants to an alternate fuel.

iii. Attempt to procure incremental power.

iv. Curtail all non-firm off-system electric sales.

v. Interrupt service to controlled and/or interruptible electric loads.
G. Diversion of Customer-Owned Gas During Gas Emergencies

If the Company determines that its ability to deliver gas is inadequate to support continuous service to its
customers on its system and it enforces the curtailment plan established in this Rule, the Company may,
at its discretion, give end user transportation customers the option to sell to the Company their flowing
pipeline supplies that have been curtailed. The price of the purchased gas will be negotiated between the
transportation customer and the Company but be limited to the higher of (a)the customer's reasonable
cost associated with using alternate fuels during the period of diversion, (b) the actual cost of the
customer's diverted gas, or (c) the highest price reported for the Mich Con, Consumers Energy and
Chicago LDCs during the period of curtailment as reported by Gas Daily or, in the event that Gas Daily
discontinues its reporting of such prices, any comparable reporting service. The Company shall not divert
gas from transportation customers who do not have title to the gas being transported unless the owner of
such gas voluntarily agrees that its gas may be purchased, borrowed or otherwise diverted by the

Company.
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H. Rate Adjustments

A customer shall not be liable for any part of a monthly service charge provided in a rate schedule if such
customer's consumption under that rate is completely curtailed for the entire billing period. No other rate
adjustments will be permitted unless otherwise provided by contract.

I. Enforcement

1. The Company reserves the right to take special daily or hourly meter reads during periods when
an Operational Flow Order (OFO) and/or curtailment of firm gas service has been instituted
pursuant to Part C3.2 of this Rule. The Company reserves the right to inspect the customer's
equipment, to install special metering, and to immediately physically interrupt gas service for
violations of this Rule. Once gas service is terminated, the Company may withhold such service
during the period of curtailment until it is satisfied that the terms and conditions of this Rule will
be observed.

2. There is nothing in this Rule that shall prevent a customer from challenging before the
Commission the Company's administration of a curtailment or that shall abridge the customer's
right to appeal any such determination to the Commission.

J. Penalty for violation of curtailment of firm gas deliveries

After the Company has provided actual oral or written notice of implementation of curtailment pursuant
to Part C3.2 to the affected end use customer, any gas used by such customer is excess of the volumes
authorized during the period of curtailment has been instituted pursuant to Part C3.2 of this Rule will be
subject to unauthorized use charges, with such charges being in addition to those normal charges
(excluding penalties) made under the applicable rate schedules.

1. The charge for such unauthorized usage shall be the highest price reported for the Mich Con,
Consumers Energy and Chicago LDCs during the period of curtailment as reported by Gas Daily
or, in the event that Gas Daily discontinues its reporting of such prices, any comparable reporting
service, plus $10 per Mcf. Failure to pay an unauthorized use charge when rendered shall subject
the customer to termination of gas service.

2. Unauthorized use charges will be credited to the Company's Booked Cost of Gas Sold as
defined in Section C7.2 of the Company's Rules and Regulations.

3. In instances where customer violation of curtailment causes the Company to incur imbalance
penalties on up-stream pipelines, and where incurring of pipeline penalties cannot reasonably be
avoided by acquisition of gas supplies at the Company's city gate stations, then the cost of such
pipeline penalties will be passed through to the customer in violation. Pipeline penalties assessed
to customers are in addition to the regular unauthorized usage charge.
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C4. APPLICATION OF RATES

C4.1 Rate Schedules:

Unless otherwise specifically provided for in the rate schedule applicable, service will be supplied to each
installation through one meter. Gas consumed by the same person, firm or corporation, and delivered and
measured at different locations, will be billed separately for each location and not as one customer.

In some cases the customer is eligible to take service under a choice of rates. Upon request, the Company will
advise the customer in the selection of the rate which will give him the lowest cost of service, based on the
information at hand, but the responsibility for the selection of the rate lies with the customer.

After the customer has selected the rate under which he elects to take service, the customer will not be
permitted to change from that rate to another rate until at least twelve months have elapsed. Neither will the
customer be permitted to evade this rule by temporarily terminating service. However, the Company may, at
its option, waive the provisions of this paragraph where it appears that an earlier change is requested for
permanent rather than for temporary or seasonal advantage. The intent of this rule is to prohibit frequent shifts
from rate to rate.

No refund will be made of the difference in charges under different rates applicable to the same class of
service.

C4.2 Special Taxes:

In any municipality or township in which special taxes, license fees or street rentals may be levied against the
Company, and with respect to which the levy has been successfully maintained, the rate schedules applicable
to service in such area shall be increased to offset such special charges which may be levied in order to
prevent the customers in other localities from being compelled to share in any portion of such local increases.
Rate schedules shall also be increased to offset any new or increased specific tax or excise imposed by any
governmental authority upon the Company's production, purchase, distribution or sale of gas where the
amount of such tax or excise is measured by the unit or units of gas produced, purchased, distributed or sold.

C4.3 Terms of Service:

A written agreement may be required from each customer before service will be commenced. A copy of the
agreement will be furnished to the customer upon request.

Service agreements shall remain in force for the term stated, if any, and in any event for the full period during
which service is taken and until three days after receipt by the Company at its office of written notice, from
the customer, of his wish to discontinue service.
C4.4 Rate Schedule:
A. Apartment Buildings and Multiple Dwellings:
A customer receiving gas through a single meter to a building containing more than four
apartments or dwelling units will be classified as a commercial customer, and will have one bill

under the appropriate commercial service rate schedule.
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If the building has meters and services for each apartment, the apartment will be classified
residential and service will be billed to each service under the Residential Service Rate schedule.

B. Combined Residence and Commercial or Industrial Service:

Where one building is used by a customer as a commercial or industrial establishment and also as
a residence, the piping shall be so arranged that the business and residence parts may be metered
separately and a bill rendered for each class of service. If, for reasons acceptable to the Company,
separation is not effected, the combined service shall be classified as commercial service and shall
be billed under the applicable rate.

C4.5 Centrally Metered Installation:

A. A centrally metered installation serving multiple living units, such as apartments, multiple
family units or mobile home courts, is one that meets the following conditions:

1. The Complex is served by a single meter installation; and

2. The fuel lines are buried underground from the central meter installation to the location
at which each fuel line enters each building or mobile home at its outside wall; and

a. where the complex consists of two or more separate buildings, such as apartments,
multifamily dwellings, dormitories or similar type buildings are supplied with gas
and at least two buildings so supplied contain four or more living units, or

b. where the complex consists of mobile homes, four or more living mobile homes
used as living units are supplied with gas.

3. A centrally metered installation may also be an individual building served by a single
meter installation where gas is supplied to multiple units.

4. Multiple living unit usage shall consist of the gas supplied for the individual dwelling
units as well as all usage normally associated with buildings containing multiple living
units.

5. All buried fuel lines from the outlet side of the Company's meter, up to the outlet side of
the above ground shutoff valve adjacent to the outside wall of each structure served, in
addition to the pipe from the property line to the meter, shall be considered service lines.

6. Penal and corrective institutions are not considered to be centrally metered installations.

Continued On Sheet No. C-20.00

Issued January 14, 2008 by Effective for service rendered on

Eugene N. Dubay

and after October 10, 2007.

Sr. V.P.and C.0.0. Issued under authority of the

Port Huron, Ml

Michigan Public Service Commission
dated October 9, 2007
in Case No. U-15152.



M.P.S.C. - No. 3 - Gas Original Sheet No. C-20.00

SEMCO ENERGY

GAS COMPANY - B.C. DIVISION

(Reformatted Rate Book)

Continued From Sheet No. C-19.00
B. New Centrally Metered Installations

The cost of the gas main extension and all service lines (as defined above) shall be paid for in
accordance with the Company's Rule C9, Customer Attachment Program. All service lines shall be
installed, owned, operated and maintained by the Company.

C. Additions to an Existing Centrally Metered Installation

At the customer's request, the Company shall extend gas service to an addition to an existing
centrally metered installation. Additional service lines shall be installed in accordance with the
Company's Rule C9, Customer Attachment Program.

D. Customer Owned Centrally Metered Installation

Where the customer owns the service lines in a centrally metered installation, the customer must
inspect, operate and maintain the installation in accordance with applicable code requirements or
must enter into a contract with a person who is qualified to inspect, operate and maintain the
installation in accordance with applicable code requirements. The company shall offer the
customer a contract which provides for the operation and maintenance in accordance with
applicable code requirements. Under the terms of the contract, the Company shall be permitted to
recover the direct cost for service performed plus an appropriate administrative overhead.
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C5. CUSTOMER RESPONSIBILITIES
C5.1 Application for Service:

A written application, accepted by the Company, or a written contract may be required from each
prospective customer requesting gas service before such service is supplied, whether or not a new
installation by the Company is involved. This rule shall also apply in cases involving (a) the
unsealing of a meter where service has previously been supplied, (b) a change in the class or
service, and/or (c) a change in the name of the customer.

C5.2 Credit, Deposits and Guarantees:

The Company may require, as a guarantee of payment of current bills, a reasonable cash deposit
from a customer or prospective customer in accordance with the Company's Billing Standards.
The Company may waive this requirement with respect to any customer whose credit is
established as being satisfactory to the Company, or whose account may be guaranteed by a
responsible party in lieu of a deposit. Any deposit shall be handled in accordance with the
Company's Billing Standards rules.

C5.3 Service on Customers' Premise:

When requested, designated employees of the Company will investigate gas leaks on customer
owned piping, whereupon, if a hazardous condition should be detected, the employee will
terminate service until such condition has been repaired. This service will be performed free of
charge.

If requested by the customer, the employee may furnish repair services with a charge to the
customer at the Company's time and materials rate.

C5.4 Customer's Piping and Utilization Equipment:

The Company reserves the right to deny or terminate service to any customer whose piping or
equipment shall constitute a hazard. However, it disclaims any responsibility to inspect the
customer’s piping or equipment and shall not be held liable for any injury or damage resulting
from the condition thereof.

C5.5 Bills and Remittances:

Bills for gas service shall be rendered once each month, as nearly as is possible on a normal
monthly period, and shall be due and payable on or before the due date shown on each bill. The
Company will schedule meters to be read at least bimonthly on or about the same day of such
meter-reading month. In monthly periods intervening between actual meter readings, the bills will,
under ordinary conditions, be based on past service records, except the bills for space heating
service, which will be on a basis of average outside temperatures in degree days. If, in any
instance, the past service records are not available or practicable for use, then such billing will be
based upon such service data as are available. All accounts shall be adjusted as necessary each
time the actual meter readings are obtained.
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Bills rendered for gas service in months in which meters are not read shall have the same force and
effect as those based upon actual meter readings. Any customer considering himself aggrieved by
the application of this rule may read his meter and send the readings to the Company on
appropriate forms which will be provided by the Company. The information shown in the bills
will include the beginning and closing dates of the period for which the bill is rendered, the meter
readings, actual or estimated, the number of units, the net and gross amounts payable, the due date,
the statement that any tax which the utility is authorized to collect from its customers is included
in the amount billed, a statement that the bill is based on estimated meter readings, if such is the
case, and the name and address of the customer. A printed rate schedule will be available to any
customer upon request.

The Company shall assess a late payment charge as authorized by the Company's Gas Rate
Schedule.

C5.6 Access to Customer's Premises:

The Company's authorized agents shall have access to the customer’s premises at all reasonable
times to install, inspect, test, read, repair or remove meters and other property of the Company
situated on said premises, and to inspect and determine the load characteristics of appliances
installed on said premises.

C5.7 Use of Service:

Customers shall not resell, share, or distribute to others any gas supplied by the Company without
the written consent of the Company. The Company does not hold itself out as ready to supply gas
to any customer for resale, and due to the wide variety of conditions encountered in serving
customers on such a basis, separate arrangements will be made in each case. When the resale of
gas is consented to by the Company, the Company may require that such resale be made at its
established rates then effective for the same class of service in that specific community or area.

C5.8 Equal Monthly Payments:

Bills will be rendered by the Company to the customer monthly in accordance with the tariff
selected which is applicable to the customer's service, with the following exceptions:

Year-round residential gas space heating customers shall have the option to paying bills under the
Company's Equal Payment Plan (Budget Plan), whereby the total service for the succeeding 12-
month period is estimated in advance and bills are rendered monthly on the basis of one-twelfth of
the 12-month estimate. The Company may at any time during the 12-month period adjust the
estimate so made, and the bills rendered in accordance with such estimate, to conform more nearly
with the actual use of service being experienced. The normal equal payment period will be 12-
months.

In case the actual service used during any equal payment period exceeds the bills as rendered on
the Equal Payment Plan, the amount of such excess shall be paid not later than the third billing
month following such equal payment period, except that if the customer discontinues service with
the Company under the Equal Payment Plan, any such excess not yet paid shall become payable
immediately. In case the actual service used during the equal payment period is less than the
amount paid under the Equal Payment Plan during such period, the amount of such overpayment
shall, at the option of the Company, be either refunded or credited to the customer at the end of the

period.
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If a customer fails to pay bills as rendered on the Equal Payment Plan, the Company shall have the
right to withdraw the plan with respect to such customer and to restore the customer to billing as
provided for in the applicable tariffs, in addition to any other rights which the Company may have
under such tariffs in case of arrearage in payment of bills.

C5.9 Nonpayment of Bills:

All bills are due and payable by the customer as specified in the tariff applicable to his service.
The word "month" as used herein and in the tariffs is hereby defined to be the elapsed time
between two successive meter readings approximately 30 days apart.

C5.10 NSF Checks and Charge for Shut-Off Notification or On Premise Collection:

A Charge for Nonsufficient Funds (NSF) Check

A charge of $18.00 will be levied upon a customer for each check the customer issues the
Company in payment for a gas bill when the check is returned to the Company marked NSF or
closed account by the financial institution upon which the check is drawn. This charge will
become part of the customer's arrears and will be subject to the same requirements applicable
thereto. If the check was written to avoid shutoff, the Company may shutoff after one final contact
is attempted.

B Charge for Shut-Off Notification or On-Premises Collection

A charge of $11.50 will be levied upon a customer if an employee of the utility is sent to the
premise to either serve the customer with a shut off notification or to shut off service, unless the
customer presents evidence that reasonably indicates the claim has been satisfied or is currently in
dispute. The utility shall not assess this fee twice for the same premise visit. The customer may
elect to make payment at that time; however, the charge for sending an employee to the premise
will still apply. This charge will become part of the customer's arrears and will be subject to the
same requirements applicable thereto.

C5.11 Discontinuance of Service:

The customer is responsible for the payment of bills until service is ordered discontinued and the
Company has had reasonable time for securing a final reading. If any bill for gas service rendered
by the Company to a customer remains unpaid for a period of five (5) days after the due date, the
Company shall have the right to issue a notice in writing of its intent to discontinue service and to
discontinue such service ten (10) days after such notice has been given. If the bill in question is
paid under protest, in order to secure continuity of service, and it is later shown the bill was in
error, the customer shall be entitled to a refund.
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The Company may discontinue service without notice other than personal notice at the time of
discontinuance, in case the meter or piping on the customer's premises is tampered with in any
manner to allow unmetered gas to be used.

The Company will discontinue service to any customer upon request by the customer. However, if
reconnection is requested by the same customer on the same premises within one (1) year after
discontinuance, the customer shall be charged a turn-on charge.

C5.12 Turn-On Charges:

Transfers of service, where service at a premise is transferred from one customer to a subsequent
customer , and where the transfer does not require the dispatch of a Company employee to the
premise, shall be made with a charge of $5.00 to the customer moving in (transferee). A premise
with a Landlord Agreements shall be exempt from this charge. Where a service turn-on requires
the dispatch of a Company employee to the premise, the following turnon charges shall apply:

A. In the case of the same customer requesting turn-off and turn-on on the same premise
within one year, the customer shall be charged $75.00.

B. In all other circumstances where a service turn-on requires the dispatch of a Company
employee, a single service turn-on charge of $50.00 will be collected. This charge will
become part of the customer's arrears and will be subject to the same requirements
applicable thereto.

C. If customer requests turn-on after normal business hours and the request can be
accommodated, after hour charges may be applied.

C5.13 Receipt or Delivery Facility Capacity Deficiency

Where the rated capacity of a Company supply receipt facility, or a supply delivery facility owned
by an up-stream pipeline or storage provider, has been exceeded or is likely to be exceeded on a
given day, the Company may apply the curtailment priorities given in rule C3.2 F to customers
behind an affected receipt or delivery facility. Shippers will be notified of a gate station constraint
in accordance with the requirements for issuance of an IBR.
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C6. METERING

Continued From Sheet No. C- 24.00

C6.1 Meters, Metering Equipment and Regulators:

The Company will furnish and maintain one meter or one set of metering equipment, and, when
required, one regulator for each service contract. The customer shall provide, free of expense to
the Company, at the point of service termination, located outside, suitable space for the installation
of the necessary meter, metering equipment and/or regulator. Such a location shall be in
accordance with all applicable codes and standards.

For customers with large or unusual facility requirements the Company may require the customer,
at the customer's cost, to allow the Company to install a concrete foundation of appropriate size
and thickness suitable for the installation of metering and pressure control equipment. Those
customers may also be required to make special contractual arrangements with the Company for
the large or unusual facilities.

Customers requesting delivery pressure above seven inches water column may be charged a fee
for the additional metering and pressure control equipment necessary to provide elevated delivery
pressure.

The customer shall permit only authorized agents of the Company, or other persons lawfully
authorized to do so, to inspect, test, repair, or remove such equipment. If meters, regulators or
other equipment are damaged or destroyed through neglect on the part of the customer, the cost of
necessary repairs or replacements shall be paid by the customer.

C6.2 Meter Tests, Errors and Adjustments:

The Company shall test meter accuracy upon request of a customer, provided such customer does
not make requests for tests more frequently than once a year, and provided further that the
customer will agree to accept the results of such tests as the basis for determining any adjustment
which may be required. No charge will be made to the customer for the first such test in any five-
year period, but if ensuing tests during the same period for the same customer show the meter to
be within the allowable limits of accuracy, the Company may charge the customer, at its time and
materials cost, for each such test. If such test reveals the meter registration to be outside the
accuracy limits prescribed in these rules, any charge for meter testing shall be refunded and a
billing adjustment made. The customer shall be entitled to be present at such test, if he makes a
request to this effect in writing at the time of filing the request for testing. A report in writing shall
be made to the customer by the Company, giving the results of such test. The Company shall
retain a record of such test.
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C7. GAS COST RECOVERY CLAUSE:
C7.1 Applicability of Clause:
All rates for gas service, unless otherwise provided in the applicable rate schedule, shall include a
Gas Cost Recovery Factor to allow the Company to recover the booked costs of gas sold by the
Company if incurred under reasonable and prudent policies and practices.

C7.2 Booked Cost of Gas Sold:

A. Booked cost of gas sold as used in this rule includes the following as expensed on the books of
the Company:

1. Interstate Purchases: Cost of gas service.

2. Intrastate Purchases: Cost of gas service incurred pursuant to all contracts on file with the
Michigan Public Service Commission.

3. Company Produced Natural Gas: Cost which vary with volume produced.

4. Company Produced Substitute Natural Gas: Cost for feedstock used to produce substitute
natural gas.

5. Liquefied Petroleum Air Gas: Cost for propane used to produce a propane-air gas
mixture.

6. Storage Gas: Net costs of gas injected and withdrawn from underground storage
facilities.

7. Purchases From Other Michigan Utilities: Costs for gas service pursuant to contracts
approved by the appropriate regulatory body.

8. Supplier Refunds And Credits: Refunds and credits from suppliers in the period realized.
B. Booked cost of gas sold as used in this rule specifically excludes the following items:

1. Gas used by the Company, at the annual average booked cost of gas sold.

2. Lost and unaccounted for gas, at the annual average booked cost of gas sold.

3. Gas Sold at a price which does not include a gas cost recovery factor, at the incremental
cost from the Company's supplier.

4. Contract, tariff and other penalties, unless the customers of the Company benefit as a
result of payment of such penalties.
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C7.3 Billing:

A. In applying the Gas Cost Recovery Factor, per Mcf or dekatherm, any fraction of 0.01 cent
shall be rounded to the nearest 0.01 cent.

B. Each month the company shall include in its rates a Gas Cost Recovery Factor up to the
maximum authorized by the Commission as shown on Sheet No. D3.00. For months in which the
Michigan Public Service Commission has not approved a specific Gas Cost Recovery Factor, the
Company may include an appropriate Gas Cost Recovery Factor in its rates if authorized by law to
do so.

C. The Gas Cost Recovery Factor shall be the same per Mcf or Ccf for each customer metered
using a pressure base of 14.65 PSIA. Customers metered at pressures other than 14.65 PSIA shall
be billed the appropriate monthly Gas Cost Recovery Factor adjusted by the ratio that the metered
pressure bears to 14.65 PSIA. The factor shall be placed into effect in the first billing cycle of each
monthly billing period and shall continue in effect throughout all cycles in each monthly billing
period.

D. The Gas Cost Recovery Factor shall appear on all customer bills.

C7.4 General Conditions:

A. At least fifteen days prior to each billing month, the company will notify the Public Service
Commission Staff as to the actual factor or factors to be billed to its Customers in the subsequent
month.

If the factor or factors are subject to change after this date due to an adjustment mechanism, the
company will notify the Public Service Commission Staff as to the actual factor or factors to be
billed to its Customers as soon as practical after the rate has been determined. The company will
also submit the revised tariff sheet D-3.00 showing the new factor or factors at that time.

B. This Gas Cost Recovery Clause is authorized by the provisions of 1982 P.A. 304. A copy of

that act is available for public inspection at each business office of the Company. The Company
will provide a copy of the act to any customer upon request.
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C8. REFUNDING PROCEDURES

C8.1 Receipt of Refunds

A. Supplier Refunds

By April 15th of each year the Company shall notify the Michigan Public Service Commission
Staff of any pipeline or other supplier refunds (other than a routine bill adjustment) received
during the prior twelve months ended March 31st. During the period that the GCR clause is
suspended, the notification shall include an indication of which amounts may be refundable to
customers for periods prior to the April 1999 Billing Cycle and allocations to non GCR customers
shall include deductions for Company Use and Lost and Unaccounted for Gas in accordance with
C8.3A. This notification shall be in the form of a letter and shall include:

1. The amount of the refund, including interest.

2. Date each refund was received.

3. Source and reason for each refund.

4. Period covered by each refund (historical refund period).
Failure of the Company to report a refund to the Michigan Public Service Commission Staff by
the April 15th deadline shall result in an interest penalty of 50% over the normal authorized rate of

return on common equity for the period of time that the utility fails to comply with the notification
requirement.

C8.2 GCR Customer Refunds:

A. Supplier Refunds

All supplier refunds allocable to GCR customers shall be reflected as reduction to the GCR Cost
of Gas Sold in the month received and included in the Cost of Purchased and Produced Gas. No
deductions for Company Use and Lost and Unaccounted For Gas volumes shall be made from
refunds allocated to GCR customers.

B. GCR Reconciliation

Prior year GCR over/under-recoveries due to reconciliation provisions of the Company's GCR
Clause shall be computed annually according to the provisions of 1982 PA 304. Such over/under-
recoveries and any Commission ordered adjustments or disallowance’s associated with the prior
GCR year shall be reflected separately below the GCR Cost of Gas Sold line on the GCR
Over/Under-recovery Reconciliation report.
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C. Other Refunds
All other refunds shall be reflected in the month the refund is received and shall be included on a

separate line below the Cost of Gas Sold line on the Over/Underrecovery Reconciliation Report so
that such refunds are readily identifiable.

C8.3 Non-GCR Customer Refunds

A. All supplier refunds allocable to non-GCR customers shall be allocated on the basis of actual
consumption during the historical refund period. Deductions for Company Use and Lost and
Unaccounted For volumes shall be made from the non-GCR portion of the refund based upon the
actual percentages for Company Use and Lost and Unaccounted For during the historical refund
period.

B. Portions of the refunds allocable to non-GCR customers shall be credited to a refund liability
account to accrue interest until distributed. The Company shall include an application to refund
these moneys in its next GCR Reconciliation filing.

C. The Company is not required to issue checks to customers who are in arrears with the
Company, to customers for whom checks were returned as undeliverable in previous refunds or
for refund amounts of less than $5.00. Refunds may be applied against past due amounts owed to
the Company and any excess refunded according to these procedures. After 90 days, any returned
or uncashed refund checks shall be transferred to the non-GCR refund liability account for refund
to non-GCR customers in the next GCR Reconciliation. Rights to any portion of a refund shall not
vest until a refund check has been negotiated.

D. Refund completion reports for non-GCR customers shall be submitted to the Michigan Public
Service Commission Staff six months following initial distribution of a non- GCR customer
refund. Reports, at a minimum, should include the amount authorized for refund compared to the
amount actually refunded and the date of the refund distribution.
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C9. CUSTOMER ATTACHMENT PROGRAM

A. Purpose

The Company proposes to make extension of its gas mains and/or service lines from time to time,
at its own cost, to serve applicants whose requirements will not disturb or impair the service to
prior users or will not require an expenditure out of proportion to the revenue obtainable
therefrom.

The Company reserves the right to delay or deny a request for service under this rule, if fulfilling
such a request could, in the Company's opinion, create conditions potentially adverse to the
Company or its customers. Such conditions may include, but are not limited to, safety issues,
system operating requirements or capital constraints. The provisions under this Rule are in
addition to the existing rules and tariffs for customer gas service.

B. Customer Contribution

A customer contribution shall be required equal to the Connection Fee plus any applicable Fixed
Monthly Surcharge plus any Excessive Service Line Fee.

C. Payment of Customer Contribution

For all customers other than land developers and builders the Customer Contribution shall be paid
as follows:

The Connection Fee and the Excessive Service Line Fee are payable in lump sum at the time the
service agreement is executed by the customer. The Connection Fee is non-refundable. The
Excessive Service Line Fee is refundable if the service line has not been installed. If the service
line has been installed, the Excessive Service Line Fee is hon-refundable. The Fixed Monthly
Surcharge shall be payable monthly throughout the surcharge period. The Fixed Monthly
Surcharge will commence on the date that the customer receives gas service or six (6) months
following the date the service agreement is executed by the customer, whichever occurs first. The
customer may at any time elect to pay off the remaining Fixed Monthly Surcharge balance with a
lump sum payment equal to the present value of the remaining monthly payments. If the present
value of the Fixed Monthly Surcharge is less than $200.00, the Company may require the
customer to make a lump sum payment. The Fixed Monthly Surcharge is assessed to the property
served such that any subsequent customer requesting gas service at the property address, once
notified by the Company of the amount and duration of such surcharge, shall be liable for the
Fixed Monthly Surcharge. Such notification may be verbal, written or in the form of a bill which
includes the Fixed Monthly Surcharge. Failure of sellers, agents, lessors or other non-company
parties to notify a customer of the Fixed Monthly Surcharge shall not relieve the customer's
obligation to pay the Fixed Monthly Surcharge. Failure by the customer to timely pay the Fixed
Monthly Surcharge shall result in the discontinuation, termination or denial of natural gas service.
For land developers and builders, the customer contribution shall be required in a lump sum in
advance of the facility expansion.
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D. Connection Fee

The Connection Fee is equal to $200.00 per meter. The Connection Fee for a multiple metered
installation that is served from a single service line is equal to $100.00 per meter.

E. Excessive Service Line Fee

The Excessive Service Line Fee will be assessed to a customer whose service line requirements is
in excess of the Service Line Limit. The Service Line Limit is equal to the greater of 400 feet or
150% of the average length of all service lines within the Project. The Excessive Service Line Fee
will equal the cost of the service line footage in excess of Service Line Limit.

F. Fixed Monthly Surcharge

A Fixed Monthly Surcharge (Surcharge) will be calculated for each Customer Attachment Project
(Project). The Surcharge will recover the Revenue Deficiency anticipated from the proposed
Project. The Surcharge is calculated such that the present value of the anticipated Surcharges
collected from the Project will equal the net present value Revenue Deficiency. The Surcharge
will be recoverable over a predetermined time period, not to exceed ten years. The Company will
be responsible for determining the appropriate Surcharge time period. The Surcharge will be a
fixed dollar amount for all customers within the Project and will expire on the same date for all
customers within the Project, regardless of when the surcharge was initially assessed to the
customer. The Surcharge will not be subject to adjustment, reconciliation or refund. A customer
who attaches to a Project after the surcharge period has expired or a customer whose proposed
attachment was beyond the scope of the original Project, will be treated as a separate Project.

G. Customer Attachment Project

A Project may consist of a single customer, requiring only the installation of a service line and
meter, service lines and meters. A Project will generally be defined as a customer or group of
customers that may be served from the contiguous expansion of new distribution facilities.

H. Revenue Deficiency

A discounted Cost of Service Model (Model) will be used to calculate the Net Present Value
(NPV) Revenue Deficiency anticipated from a Project. The Model will use the expected
incremental revenues and incremental costs associated with the project for each year of a twenty
year period. From this information an annual net revenue excess or deficiency will be calculated.
The annual net revenue excess or deficiency will be discounted and summed to determine the
NPV revenue deficiency of the Project. If the NPV revenue deficiency is negative, the discounted
revenues exceed the discounted costs, then an NPV revenue deficiency of zero will be used.
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I. Model Assumptions

Incremental Revenues:

The incremental revenues will be calculated based on current rates and a forecast of the timing and
number of customer attachments as well as the customers annual consumption levels.
Incremental Costs:

1. Carrying Cost Rate

The carrying cost rate will be based on the weighted rate of debt, preferred stock, equity
and associated taxes. The cost will be equal to and weighted in proportion to those
authorized in the Company's most recent rate order. The carrying cost rate is equal to
11.44%.

2. Plant in Service

Plant in Service shall reflect the Company's estimated cost to construct distribution mains,
customer service lines, meters and pressure regulators or regulating facilities for the Project.
The timing of the facility investment, primarily service lines, will correspond with the
projected timing of the customer attachments. The facility investment for an individual
customer service line will be limited to the greater of 400 feet or 150 % of the average
length of all service lines within the Project.

3. Carrying Costs

The Carrying Costs will be the product of the average of beginning and end-of-year net
plant. Plant in Service minus accumulated depreciation minus deferred taxes, multiplied by
the Carrying Cost Rate, noted in paragraph 1 above.

4. Depreciation

Depreciation expense will be the product of Plant in Service multiplied by the appropriate
prescribed depreciation rates approved for the Company.

5. Property Taxes and Other Operating Expenses

Property taxes will be the product of Plant in Service multiplied by the Company's average
property tax rate. All other incremental operating expenses will be included as identified.
Incremental O&M will at a minimum include proportional cost for monthly meter reading,
billing and mailing.

6. Discount Rate

The Discount rate will be a weighted rate of long-term debt, preferred stock, and common

equity. The cost will be equal to and weighted in proportion to those authorized in the
Company’s most recent rate order. The Discount Rate is equal to 9.25%.
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J. Customer Attachment Project Areas

Continued From Sheet No. C-32.00

All gas sold in any area specifically listed below is subject to the following Customer Attachment
Project (CAP) charges. CAP areas and charges shall be added to or removed from the list from
time to time by the Company.

1370
1490
1705
1706

CAP Area

Laredo Av

23 Oak Grove
116-142 Alden Ln
134 Berrien Ave

Per Month Surcharge Expires
12.80 February 2008
22.51 December 2010
35.80 December 2011
81.96 May 2012
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