IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

Inre Chapter 11

FANSTEEL, INC,, et al.,

Case No. 02-CV-44(JJF) 46- X X4
etal,

(Jointly Administered)
Debtors.

R e T S e

DECLARATION OF ROBERT S. BETCONTE
IN SUPPORT
OF
MOTION BY SOUTHERN CALIFORNIA GAS COMPANY
FOR DETERMINATION OF ENTITLEMENT TO ADDITIONAL
ASSURANCES OF PAYMENT FOR FUTURE UTILITY SERVICE IN
ACCORDANCE WITH ORDER UNDER 11 U.S.C. § 366 (i)
PROHIBITING UTILITY COMPANIES FROM ALTERING, REFUSING,
OR DISCONTINUING SERVICE; (ii) FINDING ADEQUATE
ASSURANCE OF PAYMENT FOR FUTURE UTILITY SERVICE; AND
(iii) ESTABLISHING PROCEDURES FOR DETERMINING
REQUESTS FOR ADDITIONAL ASSURANCES
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DECLARATION OF ROBERT S. BETONTE

I, Roberts S. Betonte, hereby declare and state as follow:

1. I am the Credit Manager, Major Markets Credit & Collection of Southern
California Gas Company (“SoCalGas™), a public utility. I am authorized to, and do make this
declaration concerning the matters set forth herein below. Portions of the following are based
upon knowledge acquired from reviewing the records and documents pf SoCalGas which are
maintained in the ordinary course of its business. I have possession or control over such
documents and records on which the facts set forth herein are based. I have personal knowledge
of all other facts not takén from such business documents, and if called as a witness in this
action, I could and would competently testify to all matters set forth herein of my knowledge. 1
am making this declaration in support of the “Motion by Southern California Gas Company for
Determination of Entitlement to Additional Assurances of Payment for Future Utility Service in
Accordance With Order Under 11 U.S.C. § 366 (i) Prohibiting Utility Companies From Altering,
Refusing, or Discontinuing Service; (ii) Finding Adequate Assurance of Payment for Future
Utility Service; and (iii) Establishing Procedures for Determining Requests for Additional
Assurances” (hereafter, the “Motion”).

2. One of the debtors herein, Fansteel, Inc., aka Fansteel California Drop
Forge (“Debtor”) is a party to a Master Services Contracts with SoCalGas dated as of May 12,
1993 and a Master Services Contract Schedule A Intrastate Transmission Service dated as of
June 13, 2001 (collectively, the “MSC”). (A copy of the MSC is attached hereto as Exhibit “1.”)
Pursuant to the MSC, as opposed to ordinary gas utility service, the customer, in this case the
Debtor, is obligated to deliver the gas that it will use to SoCalGas” pipeline facilities for
transportation to the Debtor. Normally, the Debtor is obligated to purchase and obtain the
quantity of natural gas to meet its requirements from a third party, either a contracted marketer

or an agent (the difference between the two being which party is liable to SoCalGas for obtaining
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the gas transported over SoCalGas' system), which entity delivers the necessary gas to
SoCalGas’ pipeline.

3. Pursuant to the MSC, either the marketer, if the customer uses a
contracted marketer, or the customer, if the customer uses an agent or is itself responsible for
procuring the required amounts of gas, is subject to monthly imbalance charges if it fails to
deliver sufficient gas to cover its usage and, during the winter months, déily imbalance charges if
it fails to deliver into the SoCalGas pipeline system certain minimum volumes of gas sufficient
to cover the customer's daily usage requirements at its facility, at the rates set forth in the
applicable tariff Schedule No. G-IMB. Schedule No. G-IMB is on file with the California Public
Utilities Commission ("PUC").” SoCalGas then transports such gas on SoCalGas’ system. To
the extent that all of the gas used by the customer is farnished by its agent or marketer,
SoCalGas’ charges to the customer are limited to charges for transportation and related charges.
Per Schedule No. G-IMB, the price paid for natural gas that SoCalGas delivers to the Debtor in
the event that it does not obtain its natural gas from its agent is described therein as the “standby
procurement charge.” That charge is applied to the Debtor’s negative transportation imbalanceé
The imbalance charges and daily balancing purchase charges both are required by the PUC.

4. As set forth in Schedule No. G-IMB, “the Standby Procurement Charge is

posted at least one day in advance of each corresponding imbalance trading period for

3 As provided in Schedule No. G-IMB, during the winter months of November through March, transportation
customers are required to deliver (flowing supply and firm storage withdrawal) at a minimum of 50% of bumn during
a five-day period. As explained in SoCalGas' Tariff Rule No. 30, "burn” means usage as defined therein. Volumes
not in compliance with the 50% five day minimum delivery are purchased by the customer at the daily standby rate.
The daily balancing standby rate, according to Schedule No. G-IMB, as revised as of March 29, 2002 is calculated
as "150% of the highest Southern California border price during the five-day period as published in ‘NGI’s Daily
Gas Price Index’ including authorized franchise fees and, for retail customers, uncollectible expenses (F&U), and an
authorized brokerage fee.” (Different customer delivery requirements are increased to between 70% and 90% daily,
as opposed to based upon a five-day period, as SoCalGas' total storage inventory declines through the winter months
per Schedule No. G-IMB.) (Any gas which the customer purchases from SoCalGas under the Daily Balancing
Purchases during the winter months is credited back to the customer and treated as gas delivered by the customer for
purposes of determining the monthly imbalance and the imbalance charge is billed only for the remaining
underdelivery after subtracted gas sold pursuant to the daily balancing purchases. As a result, the Standby
Procurement Charge and Daily Balancing Purchase charges each apply to different portions of the gas purchased by
the customer and are not duplicative.)
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noncore/wholesale and core transport agents (CTAs). It is calculated at 150% of the highest
daily border price index at the Southern California border beginning on the first day of the month
that the imbalance is created to five days prior to the start of each corresponding imbalance
trading period plus a Brokerage Fee of 0.266¢ per therm for noncore retail service and all
wholesale service, and .201¢ per therm for core retail service. The highest daily border price
index is an average of the highest prices from ‘NGI’s Daily Gas Price Index - Southern
California Border Average’ and ‘Gas Daily’s Daily Price Survey - SoCal gas, large pkgs
Midpoint.”” The monthly imbalance charges and daily balancing standby purchase charges both
are required by the PUC.

5. ‘While a monthly imbalance results from the underdelivery of gas into the
SoCalGas pipeline system (as compared to the customer’s usage at its facility) during a
particular month, there is no charge or obligation payable by the customer unless and until the
customer fails to trade the transportation imbalances within the permittéd time under the tariff.
The act which results in a charge is the customer’s failure to trade its incurred monthly
imbalance. Monthly imbalance charges are not billed and payable until the beginning of the
second month after the end of the month in which usage took place. This is because imbalances
are calculated and appear on the bill issued following the end of the month in which usage took
place and thereafter the customer has an “imbalance trading window” between day 25 and day
30 (day 28 in the case of February in a non-leap year) of that secoﬁd month to trade the
imbalance. It is only after the 30™ day of that second month that monthly imbalance charges can
arise and a bill requiring payment of the resulting monthly imbalance charges is issued. In
contrast, it is important to recognize that incurred daily imbalances in winter months are not
subject to trading during a subsequent imbalance trading window period. Any incurred daily
imbalance charges in winter months are due and payable in the immediately succeeding billing
month. (Pursuant to the MSC, the Debtor is a “noncore transportation customer” of SoCalGas.)

6. SoCalGas previously was informed that the Debtor currently has in effect

a contract with Coral Energy Resources, L.P. (“Coral Energy”), a marketer in SoCalGas’
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contracted marketer program, pursuant to which Coral Energy acts as the Debtor’s marketer. (In
conversations between SoCalGas’ counsel and the Debtors’ counsel during the week of March
25" counsel for the Debtors informed SoCalGas’ attorney that, in fact, the Debtor’s contracted
marketer presently is Sierra Southwest Cooperative.) SoCalGas also is informed and believes
that such contract is terminable by either party. . To the extent that the Debtor has an effective
contract with a contracted marketer participating under contract with SoCalGas in SoCalGas’
contracted marketer program, SoCalGas would have recourse against such contracted marketer
in the event that the required amounts of gas are not delivered on the Debtor’s behalf and that
monthly imbalance charges or winter daily balancing purchase charges are payable.
Accordingly, the risk to SoCalGas for which only the Debtor is responsible in that circumstance
would be limited to transportation and related charges. To the extent that the Debtor does not
have a contracted marketer agreement in effect, SoCalGas’ only recourse would be against the
Debtor for any imbalance charges and daily balancing purchase charges in the winter months
resulting from underdeliveries, as well as for transportation charges. When a contracted
marketer is engaged, although the customer remains liable for any imbalance and daily balancing
purchase charges, the contracted marketer also is contractually obligated to SoCalGas for such
charges and, as a result, SoCalGas’ recourse is not limited to its ability to collect from the
Debtor.

7. In addition to its account as a noncore transportation customer of
SoCalGas pursuant to the MSC, the Debtor a1s6 obtains natural gas service from SoCalGas
under a regular, core customer account with respect to which the Debtor purchases natural gas
from SoCalGas and incurs charges in accordance with tariff rates for such service. The account
number assigned by SoCalGas to the Debtor’s noncore transportation services was 18-6537-079-
251-1 for prepetition services which account number was changed to 18-8888-001-422-2 for
postpetition services. The Debtor’s account number for core utility service was 064-919-4200,

which account number was changed to 069-919-4201.

240178_1.DOC 15



8. Attached hereto as Exhibit “2” is a printout of the computer stored account
transaction records maintained by SoCalGas in the ordinary course of its business with respect to
the Debtor which disclosed that, for the 12 month period prior to January 15, 2002, the Debtor’s
payments were overdue for 7 of those 12 months (i.e., paid more than 19 days after that month’s
bill was mailed) and in 3 of the 12 months, the Debtor’s payments were made more than 28 days
after that month’s bill was mailed and that, for those months (identified as “collect or close” on
Exhibit “2”), the payments were made after expiration of the period after which SoCalGas was
entitled to terminate services to the Debtor under the applicable tariff rules.

9. SoCalGas has determined that the cash deposit required to provide
adequate assurance of payment with respect to the Debtor’s noncore transportation account
pursuant to the MSC and provided that Coral Energy or Sierra Southwest Cooperative remains in
place as the Debtor’s contracted marketer, is $25,170. This amount was calculated based upon
two months of transportation and related charges for the Debtor’s non-core transportation
account in the sum of $25,000 plus two months of charges for the Debtor’s core meter account in
the sum of $170. In the event that the Debtor’s contracted marketer, whether Coral Energy or
any other contracted marketer with which the Debtor enters into a contract respecting the
Debtor’s facilities to which gas services are provided by SoCalGas, terminates its contract with
the Debtor, is no longer eligible as a contracted marketer approved to participate in SoCalGas’
contracted marketer program or ceases supplying the required amount of gas that the Debtor is
obligated to deliver for the Debtor’s use as its contracted marketer use in accordance with the
MSC for any reason (including the Debtor’s termination of its contract with such contracted
marketer or the Debtor’s breach of its obligations to such contracted marketer), or the Debtor’s
gas delivery requirements are not covered by a contracted marketer for any other reason,
SoCalGas requires that the security deposit amount be increased by the Debtor furnishing to
SoCalGas an additional $245,000 deposit bringing the total security to $270,170 on or before the
upon the effective date of such termination, ineli gibility or cessation of the supply of required

gas as a condition to continued utility service. This increased amount includes two months of
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transportation charges plus applicable imbalance and daily balancing tariff charges assuming that
all of the Debtor’s required deliveries of gas would be purchased from SoCalGas at the rates set
forth in Schedule No. G-IMB.4 Copies of Tariff Schedule No. G-IMB and Tariff Rule No. 30
are attached heretao as Exhibits “3” and “4” respectively, and also are available on SoCalGas’s
web site at www.socalgas.com.

10.  The amounts which SoCalGas has calculated as the required security in
this case are based upon the fact that, under SoCalGas’ tariff rules, a bill to the Debtor is not
delinquent until 19 days after its issuance. Thereafter, SoCalGas is not entitled to terminate
services unless the Debtor has received a one week termination notice. As a result, during the
one month period between delinquency and termination another month of charges will be
accrued leaving SoCalGas with two months of outstanding charges before service is terminated.
This period is extended even more in the case of imbalance charges when the Debtor does not

have a contracted marketer covering its requirements.

4 Two months of charges are necessary in order to secure SoCalGas since imbalance and daily balancing
purchase charges are not billed and payable until the beginning of the second month (the 31 day) after the end of
the month in which usage took place. (This is because imbalances are calculated and appear on the bill issued
following the end of the month in which usage took place and thereafter the customer has an “imbalance trading
window” between day 25 and day 30 (day 28 in the case of February in a non-leap year) of that second month to
trade the imbalance. It is only after the 30® day of that second month that a bill requiring payment of the resulting
imbalance charge is issued.) In addition, under the applicable tariffs, bills issued to customers such as the Debtor
are delinquent, and SoCalGas cannot take any action to terminate service based upon nonpayment, until 19 days
following the date of the invoice. Termination then follows a seven day notice. Since bills include charges for
service provided during the previous month and SoCalGas will have continued to provide service during the
following approximately two months before termination takes place, SoCalGas asserts that any cash deposit under
11 U.S.C. § 366(b) must be sufficient to cover the estimated charges for at least a two month period. The amount
calculated requested by SoCalGas in the event that the Debtor no longer has a contracted marketer providing all of
its gas requirements is based upon a “worst case” basis. That “worst case” is one under which the Debtor is unable,
either for credit or any other reasons, to obtain any of the gas volume that it normally is required to deliver to
SoCalGas’ pipeline during a two month period and is required buy that quantity of gas from SoCalGas by paying
monthly imbalance charges and, during the winter, daily balancing purchase charges in addition to transportation
charges payable even if the Debtor obtains all of the required gas from a third parties. Based upon the average
charges for a two month period based upon the amount of gas required to be delivered for the Debtor in the past, that
amount would be $270,000 (twice the monthly average for such charges based upon the Debtor’s delivery
requirements of $135,000 per month). For adequate assurance purposes, SoCalGas must utilize a “worst case”
scenario since SoCalGas has no control over whether the Debtor’s gas requirements or seasonal minimum
requirements are delivered due to the Debtor’s inability to procure gas from its sources of supply for credit or any
other reasons.
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11.  The Debior furnished to SoCalGas a cash secunty deposit from the Debior

sum of $34.700. Out of this deposit, plus interest earned th

ation to all outstanding, unpaid prepeiition charges.

prepetition in the ereon, the sum of

$16,843.09 would remain after applic

1 declare under penalty of peqjury under the laws of the United States of

ca and the State of California that the foregoing is true and correct.

ted on this D day of April, 2002 at Los Angeles, C

Belonte

ROBERT $. BETONTE

Amern
Execu alifornia.
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MASTER SERVICES CONTRACT

ACCOUNT NO. 18-6537-079-251-1
TAXPAYER LD. (S) 361058780
ORDER CONTROL CODE(S) F20

This Cotract is entared into by and becween Sauthern Califarnia Gas Compary ("URilicy™)
and PANSTRERL CALIFORNIA DROP PORGE {“Custcmer™) as of ehe 12th day of MAY, 139

NOW THEREFCRE, in consideration of the pxemises and muzual udertakings set foarth hexein, the

Section 1 - Scope .

This Cmtract sets foxrth the general terms and oocoditions under which Utilicy will provide
pursuant to the applicable Tariff Rate Schedules and Tariff Rules which have been filed with the P
of the State of California {"CAC"), as in effect from time to time. Such services shall be
specified by Customer fyoem tims to time under Secticm 2 hereof and for which Customer qualifs
Omtract shall commence oa AUGUS‘I',AJ:C\ 1993 (~Effective Date”} and cantimue thereafter so lov
attached Schedules referenced.ifi Secticn 2) remmin in effect. This Contract shall also remain iff
*winding up" ocourring thereafter {e.g.. billing and paymmt reconciliations, correction of gas
enforce or satisfy any chligations arising pricr to the end of the Gmtract.

Section 2 - Applicable Services

eflity offera the following “memu” of gas services;

A. Intrastate Transportation Service.. . x)
B. Marketer/Core Aggregator/Use or ‘Pay Aggregator Service. 1
c. GapSelect Service. (L
D. Bagic Storage Service. 3
E. Auction Storage Sexvice. )
F. Long Term Sgorage Service. ()
G. Gas swap Storage Service. . )
H. Extended Balancing Storage Service. ()
I. Other Services: ()
!- Porm 6597 - Revised 6/22/1953 i Coneract #
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. WMuu!mﬁfmwmiwwawwmfumugachecmdm. Prility has
mmmmm@mmmmmu). miuam;mimmyhmmmbwamumtoﬁu
mizmtwithutmw‘aMffmmmmﬂimmwmymlidy«mhidﬁm,aﬁaMumhq
mdwy.wmmmuwuwm.-

mmu)swcmm;mmmummmxmdmmmmwcmmu
attached to the Contract as a *Schadule® (mwmwﬁm;mm-mmmm
above. 'mthentmtammdcamnnulwmmzimy(ukummswﬂy),:s:!nd:.leshallbe
nttac.hadsmingthntmhanrvimin'mwlicabh.'mtmmmtﬂmtmmymwduimtoobtainm
mmmaixﬂityuby-hdutym.u,mm-@mnudﬁMWMMd-im.
e.g., *Schadule A&-1,° *Schedale A~1,* etc., m-:ﬁ:qmmau‘vima;plimhh.

menwwummmwmmmm. Thm, the broach of the agraasent for
mw:vmw:daza&:he&uanttad:edmmdnbannetxasnltlnthobrudlof,ormnep-r!mm,mhn_r
aw!mmmm&maasmhwﬁmm. Likeuime, thers ahall be no offiet botuman any
mwwumhamm@mmemhmaummm.

m;umwwmmmmwm-ﬁmmm'mmdwm.tmpgwsssm

of murh Schedule shall ba deiwned &€ control; provided, hovever, notwithstanding the foregoing, this Contract and the

_Wntummmammumjnw(a;mmq'snmfmmﬂnwmmm-, tby all

rulea, regulations, deciaions and ardess of the CMXC, aﬂ(c)mmmmlm. regulations, and decisions

(:lxhd.iagbyawun)Wmﬁsm&mm}u&mmm.umd‘mfmwum
wffact from time to time. :

Section 4 - Billing/Payments -

mmh:sﬁcedbymnitymnhpﬁdbymmm(19)63y‘:turthehinh\qd=temv:mty's
wwimwiﬁdm(ﬂuﬁmhmbywtymmllﬂ)wmﬁmm). one mstax billing my
umbymm:yzamurﬁmpmummmgmmmmmmmxmu
mityally agreed. mmmumwmnmmm:

FANSTEEL CALIFORNIA DRCP PORCE
1033 ALEANBRA AV
. . LD ANGELES. CA #0012
Attn i ' ACCOUNTING DSPAXDENT

qumamwmumummmmwmnqmmdwz

Attn @

mmmmmmmmmummwmmmmmum
the expiration of this Contract 4uwm)mmmmmnmmummmofmmu
Waxﬁﬁmmdﬂuﬁmgmwmw.

mmwmmmm:wmmamnwwmzmmz

Southurn California Gas Company

». 0. BOX C
WONIBRDS FRAX, CA Ja73e
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Section 5 - Notices/Information

All notices, raquntso:damndabynthnrputyaullbagiminaitinguspadﬁdint&watactinm
:tuchndhnttcmptthntmticuofchanqmtos-ctim4ahallhnmwtknmetmnnqmﬁﬂ°fmfﬂr
d\z\gesinmmw'adepoaitoryandtowilitynmaddruapxwidadhnlw for changes in the Master Billing Addreas:

southern California Cas Company
9340 § FIERSTOME BLVD
DOWMRY, CA 90341
Attn @ JOSEPR L. BXOGLUND, ACCT. EXRCUTIVE

Section 6 - Legal Provisions

A) w-mwwmdaquxpmmmhmﬁmm
1anufun3muo:caufmsa,mmm.mmmﬁwdmmmwmmmum
ctate of California, in effect frum time to tima.

{B) mawﬁmum-mummmm@mmmwmm,m“m
e Sadules attached harwto), o @madvent, or podificzticon shell e orde €0 this Contract exmeps by an inknmers in
mmwmmm,-mwmcmmnhuwmdm.mé
dealing cr usage of tinds.

13} hivu-mvumb{mypartya!mumdewlumd-xthhmsmlcpnzatewhemtmsdug
uimdwmdn{mltxd:tmlu,mmofnﬁbwwmm. ’

{D) m-mMythwmmuumsedmymm. Panitive, conssquantial, incidental, er
mm,mmmam,mw.ﬂmxw-mhummwm.

(B) mw-mm(wmrmcmmMM) shall ot be aasioned withox the price
writtan consent of Lrtiliey, which conssemt ahall nct be withbald wnrsasonably (but Utility may require that
mlwmmaﬁmiumammwmamﬁm)-

Vs mwm-mmmm-nymmulmq(mmm;m),_manome:orm-m
* would pesult in the loss of Utility‘s Binshaw Execption from Pederal requlations .if this contract sntered
into by Ukility remins in effect, Qkility ooy teoxinate this Contract. )

The foregaing provisions {A) throush (F) ahall be superseded to the exter such matters are covared by Ukility's Taries
Rule 4, an in effect Zrun time to time. ’

mmm.mmmmothMwmwmmmp) duplicate

PANSTEEL CALIFPORNIA DROP PORGE Southern Califormia Gas Company
By : Z%QWC/\ BY
55 \ " : _ :
// M.F. GAINES

) SPECIAL MKT. ACCTS. SupV.
Title : Title :
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MASTER SERVICES CONTRACT

SCHEDULE A

INTRASTATE TRANSMISSION SERVICE

ACCOUNT NUMBER 18-6537-079-251-1

Mswtummww?mwmummmm {(*Tedlicy™

and PANSTEEL CALIFORNIA DROP FORGE (“Customéz") as of the 13th day of JUNE, 2001.
mawzmuamwmmnauawemwmmm (~™sC)
executed by the Parties.

NCW THEREFCRE, mmzmdmwmmlmuztmm. ﬂzpa:ties;g:eeastouoas:

Section 1 - Scope
A. Intent

This Agreement sete fmhmegmmlmmdcaﬂiumnummid:mﬂitywinmgas. ar tronspert and
proare gas, for custarer in Califoania p@wwent £o Urilicy's applicable Tariff Rate Schediles wx Tariff Rules ("Tarif£s")
en file with Public Utilities Commiseion of the State of Califomia {"CRUC"), as each are is effect from time to time.
) To the extent not inccrwistent herevith, the provisions:of-MSC are incorporated by eference in this agreement. Al

transmissicn services by Urility shall be paid for by Qustamer at ¢
as otherwise specified herein. Nothing in thia Agreemenc hall be conbcaued as preventing Ueility sod Qustomer from muually
agreeing to conditicns which are more stringent than set foreh in the Taxiffsy

‘specified in the applicable Tariffs, except

B. Effective Date/Term

(1} The Effective Date of this Agreement shall be as of 6:00 AM on AUGUST _1lat, 2001.

(2) The initial term of this Agreement chall end on AUGDST 1st, 2003.
At the end of the initial term, this Agreement shall continue thereafter an a mnth to moath basis unless terminated by
written notice from cme party to the other given not less than twenty (20) days pricr to the last day of the inizial
term of ay menth thezmafter.

Section 2 - Services Provided and Redelivery Locations
Quotcmer has requesced and agreed to pay for. and Urility has determined that CQustomer i{s qualified fozr transmssion

services to the following locatians (mmm@mmmnmwmuwmwmwmmu
andmyapuc.i&lmi:gofmdelivuycmﬁcim shauld be noted in Section 9(B):

Foam 6597-1 - Original 1/12/93 Qmtract # 137934
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Facility A

Pacility Name : PANSTEEL CALIFORNIA DROP FORGE

Account Number : 18-6537-079-251-1

rddress : 1033 ALEAMBRA AV,

LOS ANGELES, CA 90012

$IC Code : 3462 Iron and steel forginga

Mail copy of Bill to this Faeility: _XO

Supplemental Facility Accarw Marber(s):

18-6537-079-223-1

-

Pull Requirements YBS  {Noncore only).

Fa&lity Customer Contacts

Operations Emergency

Name : Mr. Robsrt Giroux . Name . : Mr. Daniel M. Verdugo

92718992 18B:14 SO O 3AS ~ MARKETING » SO-CRL-GAS MAJR- T

NO.287 PO@s.012

Title : Director of Cperations

Title : Controller

Address: 1033 ALEAMBRA AV. 1033 ALBAMBRA AV.

LOS ANGELBS, CA. 90012

Tel. No: (323) 221-1134 T el He: (323) 363-2486

105 ANGELES, CA 90012

Fax No : (323) 222-6768 Fax No: (323) 343-0473

an:rezanmitymucyinMwmdwdmmmgum;xmmw“mrmiu

facility. If Customer receives ita full requirements under Core SubgcTipticn ‘in the event Auring any wonth Costomer

utilizes gas in excess cf the fallowing menthly scheduled quantity, sudiusagunhanbeuaauduma‘vedmplcitytar

Contract # 137934




Yv2s19-92 18:14 S0 CAL GRS ~ MARKETING » SO-CAL-GAS MAJR- NC.287 fOO7/B19

Sequence 01

11 1} »
| r 1 | - | Otherwise |
i ! | Net | Transmission Rates | Applicable |
| Rate Schedule | Priority | Billed | Tariff/Negotiated H Rate N
N Il 1 L 1 1l
L] ] ¥ 1 { b
I GT-F3 I FIRM | N/A | -TARIFF- I i
I} L 1 13 i gl}
i Term: _ 2 YEARS i
4] —

Jul 236,127

I 234,546

I Feb 242,846 Ang 227,447
I Mar 262, 542 Sep 228,780
J Apx 224,910 _ oct 237,305
| May 21,451 Nov . 239,830
| Jun 201,870 - Dec 243,226
[

Annual Quantit 2,763,080 Use or Pay Aggregator NO

(Only applies to firi Tales under partial requirements)
Customer's regular days for operations under this sequence arc:
M x T x W_x Th_x F_X Sa_X Sum_ X

Cnkract # 137934
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- . 'l

. Section 3 - Other Existing Transportation/Exchange Arrangements

{1) CQustomer has existing intrasrate transportation/exchance arrangements
with Orilicy

{2) Date of Arrangement:

{3y Term of Arrang

4) m:mzahallraveminpactmwchodstingmm
except:

Section 4 - Transportstion Delivery Locations

Customers "Order Control Code” (OCC) for gas rraneporration by utility is = _P20.

A. Transportation Delivery Points

Gas may be delivered to Ueility fox transporzation for Qustomer's account at the following intercormection delivery

poines on Urility's pipeline facilities. .

Gaviota Gas Plant Intertie with SoCalGas near outlet of the Chevron onshore tresting facility

South Coles Levee Intertie with SoCalGas at point near the cutlet of the Sowuih Co les Levee Plant

3p Gasoline Extraction Plant Intertie with SoCalGas at Kritleman Hills . '

PG end E Intertie with SoCalGas at Kern River Station

El Paso Natural Gas Intertic with SoCalGas at Topock

PG and E Intertie with SoCalGas at Kettleman

PG and E Intertie with SoCalGas at Elk Hills

PG and E Intertie with SoCalGas at Topock

El Paso Natural Gas Intertie with SoCalGas at Blythe

PG and E Intertie with SoCalGas at Elk Pisgah

Transwestern Intertie with SoCalGas at Needles

Cerpenteria Gas Plant Intertie with SoCalGas and junction of Carpenteria Ave. angd U.S. Hwy 101

Kern/Mojave Intertie with SoCalGas at ‘Wheeler Ridge

Pricrity of access wanyDelwezymm: shanbeae set mmmrazizisarasoamisg escabluhad!:ythem

B. Operations

All nominatione, confirmations, wd ocher dperaring procedmes #ar transpartaticn services ‘gl
and coditicne estsblished therefor by Utility. Quscomer shall be responsible for obtaining, - subject to any liability
.crlosarega:dim.myupeum;mq?:wta:impﬁabwdnreceiptdgasby&intyfutmswu‘sm.'ocqxfarm
- and care-subscripticon usege. m'smmmm@mmﬁmwmdﬂh@mww
all ret be deeed 1o b2 a aoxdicicn of Raos Mjans.

Mymum-amas:mﬁswvﬁymkmmummsaumsm.

Section § - Service Interruption Credit

The fizm transportation servicee by Ueility under this Agresrent may be sujest to the applicable "Service Interruptiom
Credic” as set forth in Wtility's Tariffs.

Section 6 - Billing and Payment

Billing and Paymemt for services hexiamder shall be as provided in Utilicy's applicable Tariffs, with payment due fxom

Customer to Utility nct later than 13 days follewing the date of Urility's invoice. Any special billing instzyuctions
should be noted in Sectin 9{E) .
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- Section 7 - Imbalances

NO.287 PBOS-0190

u:ilicyshanpxw-iémme:du\mmamimmcmimnmummdmo!gaampxmw
Tariff Rate Schacule G-IMB, as in effect from time to time (Gr any successor thereto) . Any applicable imbalance charges

ahall be charged to Account Mrber: 18-2122-200-834-1.

For any Customer utilizing the pervices of a Cantracted Marketer, 2 summary of transacticnal activities shall be

provided to the following designated account: 18-6537-079-251-1.

Section 8 - Transfer of Rights

Subject to Sectim WA}, this Apeement and the rights and cbligaticns bexeunder shall anly be transferred or assigned
with che prior writzen consent of Utility which shall not be withbeld unreascnably, provided that any SUCCessr £irst
established its “creditworthiness" and asmames such cntractaal rights @k cbligatices in writing.

Section 9 - Miscellaneous

pase il AN

A. Representstives - Custarer ehall wtilize the services of:

(1] Contracted Marketer : SEMPRA ENERGY SGLUTIONS., LLC

Authorized to access Customer's meter usage: YES
Wwill nominate on Customer's behalf : YRS

Will trade on Customexr's behalf : YRS

————————————

(2) Agent : WESTERN RETAIL ENERGY CO.

Anthorized to access Customer’'s merer usage: __YBS
Will nominate on Customer's behalf : YBS
wWill tﬁdé on Customer's behalf : YRS

3 “ée or-'Fay Aggregator: - NN

pggmgamwillamdcallybemhanwdwww% metexr usage.
To the extent applicable, app:q:riat.ea:x)m‘imicnbyomwzr {including the
dmmuﬂwdiumthmf)mbematmdniwﬁwmwa
by reference las wpplamxr.ed!mnmtotim) in this hgreemenc.

If Customer designates a Marketer or Agent. aiy commmications made by such Marketer/hAgenc shall be binding an
Customer and shall prevail in any conflict during the period such auehorization remins in effect. Such authorizaticn
shall remain in effect faruecmotuﬁawwmmspmiﬁedmmmium mthorization, ar wless
teyminated parmant to notification received written by the vrilicy. n crdex Edramlhgmtmrmdnaum(\m'o

behalf, such designated Markerer/Agent must be so designated by the 20th of month preceding any particular nominaticn.

form 6557-1 - Original 1/12/93 ' - s- ' Concract B 137934
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B. Contacts/Natices:

All day to day aontacts with Customer shall be as specified for each Facility above. Cperating cmtacts to be used by
Quryrer with (iliry gall be:

Customer Service

Operations/Emergency

Contacrt Title: 8Sr. Account Executive
(562) 803-7332

Contact Title: GAS SCHEDULING & OPS.

Telephcne No : (213) 244-3500 Telephone Mo :
N/A Fax No : (582) 803-7544

Fax No .

Any written notices from cne party to the other affecting this Agreement shall be sent to the following locations
{uless changed by seven days prior written notice):

Customer Utility

Southern California Gas Ccmpany
§240 E. PIRRSTONE BLVD., ML ERCS

PANSTEEL CALIPORNIA DROP FORGE

1033 ALEBAMBRA AV.
LOS ANGELES, CA 90012 DOWNEY, CA 30241-5338

Attn: NR. Joseph L. Skoglund

Atzi3: MR, Daniel W, Murphy -

Tizle: Sr. Account Bxecutive

Title: Genperal Manager

C. Definitions: All cefiniricns set forth in the Tariffs, incluling withour limitaticn Utility Rule 1,
are incorporated herein by reference as {f set fexch in full.

D. Miscellaneous Legal Provisions: The miscellmacus legal provisions in Sectian 6 of the MSC are incorpozated by
refezence herein as if set forth in full, except to the extent such Secticn 6 is superseded by (tility's Tariff Rule 4.

E. Special Conditions: The following special conditions of service are applicable bereto:

w/A

TN WITNESS WHERECP, the authorized representatives of the parties have executed two duplicate ariginal ccpies herecf.
Utility

Customer

Noma : FANSTEEL CALIFORNIA DROP PORGE Name : Southerm Califo

By e .
Mr. Clay/B. Paber

Title : C/I MarXet Sales Manager

Mr. Daniel |W. Murphy

Title : Genexral Manager

Contract # 137934

Faomn 6597-1 - Qriginal 1/12/93 - 6~
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NNONCORE

E: tedit Profile Last Hotice O%

DUE HOTICE 0103 f02

Customer Name F&NSTEEI.'CAI_.IFORNIA DROP FORGE -BK—V

Type NONRESIDENTIAL
Customer Estabish Dale  1020/728: - . -
Bl Account Estab Date P/20779 ey
Average Bil 0 »2.136:3-_,74 Work Phone  1(323)221-1134 ext.
System Cakculated Deposit 27285.00 BiingCyde 99 [ Incident Report
rDeposit information Minimurn Collection Amount 108.00
Requested 0.00
Paid 0. 0g| Credt Risk [pEPOSIT
Balancs Due 0.00| gyenice /A |
-12 Months Notice/E xtension Activity
Overdue 7 Off Nonpay ] Bil Ext 0
48 Hour ] Retuned Checks o Denied Ext 0
ColectorClose 3 Unauthorized Usage 0 Retanedltems 0

TP1SLA

e

2002/04/01-11:26:13
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SOUTHERN CALIFORNIA GAS COMPANY  Revised  CAL PUC.SHEETNO. 29614-G

LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.UC.SHEETNO. 29512-G

Schedule No. G-IMB Sheet 1
TRANSPORTATION IMBALANCE SERVICE

DESCRIPTION OF SERVICE

Utility will provide a Monthly Imbalance Service for individual customers, marketers and aggregators
(referred to herein as "Customers") when their usag e differs from their transportation deliveries to the
Utility's system or their targeted sales gas quantiti es purchased and delivered by Utility. The Monthly
Imbalance Service provided hereunder has four compone nts: Imbalance Trading, a no-charge Balancing
Service, Standby Procurement, and Buy-Back. U nder the Imbalance Trading Service, customers may
locate other customers with offsetting imbalances and trade these quantities to avoid imbalance charges
(Standby Procurement or Buy-Back). Imbalance Tr ading Service shall be facilitated either through
GasSelect or through the Imbalance Trading Form as described in Special Conditions 2 and 4 of this
Schedule and in Rule 33. Balancing Service will be provided without charge if the cumulative
imbalance at the end of the monthly imbalance trad ing period is within 10 percent of the customer's
usage (Tolerance Band) for the biiling period. Any remaining cumulative imbalazice within the
tolerance band will be carried forward. Remaini ng imbalance quantities outside the tolerance band at
the end of the imbalance trading period will be subj ect to a Standby Procurement Charge or Buy-Back
as described under Rates.

Utility will require daily balancing during the winter operating period. From November through March,
customers will be required to deliver (using a co mbination of flowing supply and firm storage
withdrawal) at least 50% of burn over a five day period. As the Utility's total inventory in storage
declines to the peak day minimum + 20 Bcf, customer s will be required to deliver 70% of burn daily.
As the Utility's total inventory in storage declines to the peak day minimum + 5 Bcf, customers will be
required to deliver 90% of burn daily. Volumes not in compliance with the minimum delivery
requirements will be purchased at the daily balancing standby rates described below. Imbalance trading
and as-available withdrawal may not be used to off set the minimum delivery requirements. A complete
description of the winter minimum delivery requirements is specified in Rule No. 30.

APPLICABILITY

Applicable to core and noncore transportation service to end-use customers, marketers, and aggregators.
TERRITORY

Applicable throughout the service territory.
RATES

Imbalance quantities remaining at the end of the designated imbalance trading period and which are

outside of the 10% tolerance band will be billed at the Standby Procurement Charge or purchased by
Utility at the Buy-Back Rate.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 2651-B Paul J. Cardenas DATEFILED _Dec 23, 1997
DECISIONNO.  97-11-070 Vice President EFFECTIVE  Dec 26, 1997

12 RESOLUTION NO.




SOUTHERN CALIFORNIA GAS COMPANY  Revised  CAL.P.UC.SHEETNO. - 34923-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C.SHEETNO. 34912-G

] Schedule No. G-IMB Sheet 2
TRANSPORTATION IMBALANCE SERVICE

_ {Continued)
RATES (continued)

Standby Procurement Charge

This charge is applied to customer’s cumnulative negative transportation imbalance (confirmed

. transportation deliveries less actual usage) exceeding the 10 percent tolerance band. The Standby
Procurement Charge is posted at least one day in advance of each corresponding imbalance trading
period for noncore/wholesale and core transport agents (CTAs). It is calculated at 150% of the
highest daily border price index at the Southemn California border beginning on the first day of the
month that the imbalance is created to five days prior to the start of each corresponding imbalance
trading period plus a Brokerage Fee of 0.266¢ per therm for noncore retail service and all wholesale
service, and 0.201¢ per therm for core retail service. The highest daily border price index is an
average of the highest pricgs from "NGI's Daily Gas Price Index — Southern California Border
Average" and "Gas Daily's Daily Price Survey - SoCal gas, large pkgs Midpoint."

Core Retail Service:
SP-CR Standby Rate, per therm

January, 2002 ...... ierrrnreneennenee $0.39276

February, 2002 .... verenennsisnnene $0.50976

March, 2002 ......... reeeevere v, TBD*
Noncore Retail Service:

SP-NR Standby Rate, per therm ]

January, 2002 ...... rrreeeerrrnennenes $0.39341

February, 2002 ....... rerreeneer e $0.51041

March, 2002 ... TBD*
Wholesale Service: .

SP-W Standby Rate per therm )
January, 2002 .......c.coc.... cevererasenermenes 3039341
February, 2002 ......coveeerereececrennes e trerneneerennees $0.51041
March, 2002 TBD*

* To be determined (TBD). Pursuant to R esolution G-3316, the March 2002 Standby Procurement
Charge will be filed by separate advice letter at least one day prior to April 25, 2002.

Buy-Back Rate

This rate is applied to customer's cumulative positive transportation imbalance (confirmed
transportation deliveries less actual usage) exceeding the 10 percent tolerance band. The Buy-Back
Rate is established effective the last day of each month and will be the lower of 1) the lowest
incremental cost of gas purchased by Utility duri ng the month the excess imbalance was incurred; or.
2) 50% of the applicable core subscription procurement charge during the month such excess
imbalance was incurred.

(Continued)
(TO.BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 3138 Lee Schavrien DATEFILED  Mar 29, 2002
DECISIONNO.  89-11-060 & 90-09-089, " Vicé President . EFFECTIVE Mar 29, 2002
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SOUTHERN CALIFORNIA GAS COMPANY Revised  CAL.PUC.SHEETNO. 34924-G

LOS ANGELES, CALIFORNIA  CANCELING Revised CAL.P.U.C.SHEETNO. 34777-G

Schedule No. G-IMB Sheet 3
TRANSPORTATION IMBAIL ANCE SERVICE

(Continued)
RATES (continued)
Buy-Back Rate (contimued)
Retail Service:
BR-R Buy-Back Rate, per therm
January, 2002 ... recereneeeenentesnnrrenias e e s s e s sasernens 11.322¢
February, 2002 .......cooveercnnnes e eennereeeonns 6.57%¢
March, 2002 ... 7.446¢
Whoiesale Service:
BR-W Buy-Back Rate, ‘;—aer therm
JanUArY, 2002 ....ooeeeeeeereeeererseeeessrensessssssrnsnes eesenvneon e emennenes . 11.267¢
February, 2002 ....... teerrnrreeereneens 6.547¢
March, 2002 SO 7.410¢

If the incremental cost of gas is the basis for the Standby or Buy-Back Rates, Utility will provide CPUC
the necessary work papers for such cost. Such documentation will be provided under confidentiality
pursuant to General Order 66-C and S ection 583 of the Public Utilities Code.

Daily Balancing Standby Rates

During November through March customers are require d to deliver (flowing supply and firm storage
withdrawal) at a minimum of 50% of burn during a five-day period. Volumes not in compliance -
with the 50% five-day minimum delivery requirement. are purchased at the daily standby rate. The -
daily balancing standby rate is calculated as 150% of the highest Southem California Border price
during the five-day period as published in "NGI's Daily Gas Price Index” including authorized
franchise fees and, for retail customers, uncollectib le expenses (F&U), and an authorized brokerage
fee.

‘When the Utility’s total inventory in storage declines to the "peak day minimum + 20 Bef trigger”,
the minimum daily delivery requirement increases to 70%. The five-day period no longer applies.
The daily balancing standby rate is 150% of the hi ghest Southern California Border price per NGI's
Daily Gas Price Index for the day (including F&U and brokerage fee) and is applied to each day's
deliveries which are less than the 70% delivery requirement.

When the Utility's total inventory in storage declines to the "peak day minimum + 5 Bef trigger”, the
minimum delivery requirement increases to 90% daily . Similar to the 70% regime, the five-day
period no longer applies. The daily balancing standby rate is 150% of the highest Southern
California Border price per NGI's Daily Gas Price Index for the day (including F&U and brokerage
fee) and is applied to each day's deliveries which are less than the 90% delivery requirement.

(Continued)
(TO BE INSERTED 8Y UTILITY) - ISSUED BY . (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 3138 Lee Schavrien DATE FILED  Mar 29, 2002
DECISION NO.  89-11-060 & 90-09-089, Vice President EFFECTIVE _Mar 29, 2002
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LOS ANGELES, CALIFORNIA  CANCELING Revised
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. Schedule No. G-IMB i Sheet 4
TRANSPORTATION IMBALANCE SERVICE
(Continued)
RATES ({continued)
Dailv Balancing Standbv Rates (continued)
Daily Balancing Standby Rate, per therm
March 2002 Core Retail Noncore Retail Wholesale
Dav DB-CR DB-NR DB-W

1 $0.38145 $0.38210 $0.38026
2 $0.37992 - $0.38057 $0.37874
3 $0.37992 $0.38057 $0.37874
4 50.37992 $0.38057 $0.37874
5 $0.39981 $0.40046 . $0.39853
Period 1 High $0.39981 $0.40046 - $0.39853
6 $0.39522 $0.39587 $0.39396
7 $0.38757 $0.38822 $0.38635
8 $0.42736 $0.42801 $0.425%4
9 $0.44266 $0.44331 $0.44116
10 $0.44266 $0.44331 $0.44116
Period 2 High $0.44266 $0.44331 $0.44116

11 $0.44266 $0.44331 $0.44116
12 $0.46102 $0.46167 $0.45943
13 $0.46408 $0.46473 30.46248
14 $0.46255 $0.46320 $0.46096
15 $0.45337 $0.45402 $0.45182
Period 3 High $0.46408 $0.46473 $0.46248
16 $0.48244 $0.48309 $0.48075
17 $0.48244 $0.48309 $0.48075
18 $0.48244 $0.48309 $0.48075
19 $0.50692 $0.50757 $0.50511
20 ~ $0.52834 $0.52899 $0.52643
Period 4 High $0.52834 $0.52899 $0.52643

-(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED 8Y CAL. PUC)

ADVICE LETTERNQ. 3135
DECISIONNO.  97-11-070
4C3

Lee Schavrien

Vice President

Regulatory Affairs

DATEFILED Mar 22, 2002

EFFECTIVE  Mar 22, 2002
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SOUTHERN CALIFORNIA GAS COMPANY  Revised  CAL.PUC.SHEETNO. 34963-G

LOS ANGELES, CALIFORNIA CANCELING Revised  CAL.P.U.C.SHEETNO. 34916-G

Schedule No. G-IMB ' Sheet 5
TRANSPORTATION IMBALANCE SERVICE

(Continued)

RATES (continued)

Daily Balancing-Standby Rates (continued)

Daily Balancing Standby Rate, per therm (continued)

March 2002 Core Retail Noncore Retail Wholesale
Day DB-CR DB-NR DB-W

21 $0.50845 $0.50910 30.50663

22 $0.49927 $0.49992 $0.49750

23 $0.54670 50.54735 . $0.54470

24 .50.54670 $0.54735 $0.54470

25 $0.54670 $0.54735 $0.54470

Period 5 High - $0.54670 $0.54735 $0.54470

26 $0.54058 $0.54123 $0.53861

27 $0.55588 $0.55653 $0.55383

28 - $0.52222 $0.52287 $0.52034

29 $0.52222 $0.52287 $0.52034

30 $0.52222 $0.52287 $0.52034

31 $0.52222 - $0.52287 $0.52034

Period 6 High $0.55588 $0.55653 $0.55383

Note: During March 2002 the Utility's total inve ntoryin storage continued above the "peak
day minimum + 20 Bcf trigger” and therefore the five-day period applies.

Revision of Rates

The Standby Procurement Charge and the Buy-Back Rate shall be established effective the last day
of each month. The Daily Balancing Standby Rate shall be established on NGI's Daily Gas Price
Index. Utility may file.the Daily Balancing Standby Rate weekly to become effective immediately.
In any event, the Daily Balancing Standby Rate shall be filed on or before the fifth business day of
each month.

SPECIAL CONDITIONS

1. Definitions of the principal terms used in this rate schedule are contained in Rule No. 1.

0 o———0a a0 o——o0

: (Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY {TO BE INSERTED BY CAL. PUC)
ADVICE LETTER NO. 3141 Lee Schavrien DATEFILED  Mar 29, 2002
DECISIONNO.  97-11-070 Vice President EFFECTIVE  Mar 29, 2002
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SOUTHERN CALIFORNIA GAS COMPANY  Revised CAL.P.U.C.SHEETNO. 33497-G
LOS ANGELES, CALIFORNIA  CANCELING Revised CAL.P.U.C.SHEETNO. 33446-G
29517-G

Schedule No. G-IMB Sheet 6
TRANSPORTATION IMBALANCE SERVICE

(Continued)
SPECIAL CONDITIONS (continued)

2. Imbalances will be calculated by combining all of a customer's meters served under the same order
control code, not by account or indi vidual delivery point. The order control code is used by Utility to
group those facilities identified by the customer for determining the customer's imbalances.

3. Customers may not use imbalance trading or as- available withdrawal during the period November 1-
March 31 to offset minimum daily delivery requirements.

4. Customers may trade their monthly imbalances with other customers. Customer's cumulative
imbalances will be stated on the customer's monthly bill. The customer's bill will serve as notice of
current imbalances. Beginning at 7:00 a.m., Pacific Clock Time (PCT), on the 25th calendar day i
the month of notification, customers may enter GasS elect to trade imbalances with other customers.
Customers within the tolerance band may trade an y quantities so long as the 10% tolerance band is
not exceeded. Customers outside the tolerance band may trade quantities up to a maximurn of their
excess imbalance (quantities outside of tolerance) plus the 10% tolerance band. Utility will notify
participants through GasSelect or other notice once the trade is validated. The trading period will
end at 11:59 p.m. PCT on the 30th calendar day of the same month. During the month of February,
the trading period begins at 7:00 a.m. PCT on the 23rd of the month and ends at 11:59 p.m. PCT on

" the 28th calendar day of the month.

5. Imbalance trades may be submitted through GasSel ect or by facsimile using the Imbalance Trading
Agreement Form (Form No. 6544) and must be received by the Utility by the close of the trading
period.

To submit an imbalance trade by facsimile, both. pa rties must complete and send by facsimile a copy
of the Imbalance Trading Agreement Form:to the Utility:- The Utility will then confirm the trade and
adjust the participants’ imbalance accounts.” A processing charge of $13.73 will be charged by the
Utility for each imbalance trade submitted by facsimile using the Imbalance Trading Agreement
Form. No processing charge will apply to a GasSel ect subscriber for imbalance trades submitted by
facsimile at a time the GasSelect system is unavailable for use by the subscriber.

6. Customers may use their storage account(s) to offset their imbalances or to trade with other
customers under the conditions set forth in their applicable storage service rate schedule for
unbundled storage service, or in Rule No. 32 for Aggregators.

A storage customer may trade positive imbalances, i. e., overdeliveries, into its storage account only. if
its storage inventory capacity is available during the month that the imbalance occurred and at the
time the imbalance trade takes place. Similarly, a storage customer may trade negative imbalances,
i.e., underdeliveries, using its storage account only if there is sufficient gas in storage in the account
during the month that the imbalance occurred and at the time the imbalance trade takes place.

e —— —

, ] (Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC})
ADVICE LETTERNO. 3018 William L. Reed DATEFILED Apr 27, 2001
DECISION NQ. Vice President EFFECTIVE  Jun 6, 2001
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Schedule No. G-IMB Sheet 7
TRANSPORTATION IMBAL ANCE SERVICE

(Continued)

SPECIAL CONDITIONS (continued)

After the imbalance trading period, the Standby Procurement Charge or Buy-Back will be applied to
all imbalance guantities in excess of the tolerance band.

. Standby Procurement service provided hereunder w iil be curtailed in accordance with the provisions

of Rule 23. Penalties for violations of curtailment shall apply as set forth in Rule No. 23. Customers -
will not be allowed to trade negative imbalances incurred during periods of curtailment.

. When in the judgment of the Utility transpor tation nominations are in excess of system capacity,

Buy-Back service hereunder shall be applied to daily periods as designated by the Utility in
accordance with iiic provisions of Rule No. 30, Section F. Customers shall not be allowed to trade
positive imbalances incurred during such daily periods. The Buy-Back Rate shall apply to all
positive imbalances in excess of the 10% tolerance band for each such period. Standby service shall
be provided for the regular monthly balancing period and shall not be restricted to the excess
nominations periods.

Under this schedule, the responsible customer will reimburse the Utility for any penalties or charges
incurred by the Utility under an interstate or intr astate supplier arrangement when such penalties or
charges occur as a direct result of Utility's pr oviding this imbalance service to customer.

If as the result of billing error, metering error, or transportation adjustments, customer trades an
incorrect amount of imbalance quantities based on notification by Utility, Utility will not be liable for
any financial losses or damages incurred by customer nor will Utility be financially liable to any of
the customer's imbalance trading partners. If as a result of such error, Utility overbills customer,
Utility shall refund the difference. If Utility underbills customer, the customer shall be liable for the
undercharge inclidirig any-associated-penalty. The customer shall not be relieved of imbalance
penalties whern a subseduent billing adjustment is made by Utility. For the purpose of determining
imbalances and any applicable charges hereunder, Utility will include subsequent billing adjustments
for prior periods as part of the usage deemed to occur during the subsequent period unless the
customer reimburses the Utility for the actual cost of gas incurred. Trades occurring in prior periods
will not be affected by such billing adjustments. Utility may issue a bill for Daily Balancing Standby
Rate charges on a weekly or fortnightly basis upon customer or marketer request or if a customer or
marketer delivers into the system less than 50 percent of its usage. Otherwise, Daily Balancing
Standby Rate charges shall be included in the regular monthly bill.

e ———

{TO BE INSERTED BY UTILITY) : . ISSUED BY (TO BE INSERTED BY CAL. PUC)
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SOUTHERN CALIFORNIA.GAS COMPANY  Revised CAL.P.UC.SHEETNO. 29531-G
LOS ANGELES, CALIFORNIA  CANCELING Revised CAL.P.UC.SHEETNO. 28437-G

Rule No. 30 _ Sheet 1
TRANSPORTATION OF CUSTOMER-OWNED GAS ‘

The provisions of this Rule shall not apply to service until the date of fufl implementation of the CPUC's
Capacity Brokering Rules set forth in Decision Nos. 91-1 1-025 and 92-07-025 and Resolution Nos. G-
3023, G-3033 and G-3043.

The general terms and conditions applicable whenever the Utility transports customer-owned gas over its
system are described herein.

A. General

1. Subject to the terms, limitations and conditions of this rule and any applicable CPUC authorized
tariff schedule, directive, or rule, the customer w ill deliver or cause to be delivered to the Utility and
accept on redelivery quantities of custoraer-owned gas which shall not exceed Ulility's capabiiity to
receive or redeliver such giantities. Utility will accep t such quantities of gas from the customer or its
designee and redeliver to the customer on a reasona bly concurrent basis an equivalent quantity, on a
therm basis, to the quantity accepted.

2. The customer warrants to the Utility that the cust omer has the right to deliver the gas provided for in
the customer’s applicable service agreement or contract (hereinafter "service agreement”) and that the
gas is free from all liens and adverse claims of ev ery kind. The customer will indemnify, defend and
hold the Utility harmiess against any costs and expenses on account of royalties, payments or other
charges applicable before or upon delivery to the Utility of the gas under such service agreement.

3. The point(s) where the Utility will receive the gas into its intrastate system (point(s) of receipt, as
defined in Rule No. 1) and the point(s) where the Utility will deliver the gas from its intrastate
system to the customer (point(s) of delivery, as defined in Rule No. 1) will be set forth in the
customer's applicable service agreement. Other points of receipt and delivery may be added by
written amendment thereof by mutual agreement. The appropriate delivery pressure at the points of
delivery to the customer shall be that existing at such points within the Utility's system or as specified
in the service agreement.

B. Quantities

1. The Utility shall as nearly as practicable each day redeliver to customer and customer shall accept, 2
like quantity of gas as is delivered by the customer to the Utility on such day. 1t is the intention of
both the Utility and the customer that the daily deliveries of gas by the customer for transportation
hereander shall approximately equal the quantity of gas which the customer shall receive at the
points of delivery. However, it is recognized that due to operating conditions either (1) in the fields
of production, (2) in the delivery facilities of third parties, or (3) in the Utility's system, deliveries
into and redeliveries from the Utility's.system may not balance on a day-to-day basis. The Utility
and the customer will use all due diligence to assure proper load balancing in a timely manner.
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(Continued)
B. Quantities (continued)

2. The gas to be transported hereunder shall be de livered and redelivered as nearly as practicable at
uniform hourly and daily rates of flow. Utility may refuse to accept fluctuations in excess of ten
percent (10%) of the previous day's deliveries, from day to day, if in the Utility's opinion receipt of
such gas would jeopardize other operations. Customers may. make arrangements acceptable to the
Utility to waive this requirement. :

3. The Utility does not undertake to redeliver to th e customer any of the identical gas accepted by the
Utility for transportation, and all redelivery of gas to the customer will be accomplished by
substitution on a therm-for-therm basis.

4. Transportation customers, contracted marketers, and aggregators will be provided monthly balancing
services in accordance with the provisions of Schedule No. G-IMB.

5. Gas shall be transported hereunder for use only by the customer within the state of California, and
not for delivery or resale to a third party unless authorized by the Commission.

C. GasSelect

1. SoCalGas prefers and enicourages customers to use GasSelect to subrmit their transportation
nominations to the Utility. Imbalance trades are to be submitted through GasSelect or by means of
the Imbalance Trading Agreement Form (Form 6544). Charges for GasSelect are set forth in Rule
No. 33 and are based upon the level of actual usage. Use of GasSelect is not mandatory for

" transportation only customers.

D. Operational Requirements

1. The customer must provide to the Utility the name(s) of its shipper(s) as well as any brokers or
agents ("agent") used by the customer for deliv ery of gas to the Utility for transportation service
hereunder and their authority to represent customer.

2. Transportation nominations may be submitted manually or through GasSelect. For each
transportation nomination submitted manually, (by means other than GasSelect such as facsimile
transmittal); a processing charge of $11.87 shall be assessed. No processing charge will apply to 2
GasSelect subscriber for nominations submitted by fax at a time the GasSelect system is unavailable
for use by the subscriber.
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(Continued)

D. Operational Requirements (continued}

3. Transportation nominations submitted via GasSelect for the Timely Nomination cycle must be

received by the Utility by 9:30 a.m. Pacific Clock Time one day prior to the flow date. Nominations
submitted via fax must be received by the Utility by 8:30 a.m. Pacific Clock Time one day prior to
the flow date. Nominations received after th e nomination deadline will be processed after the
nominations received before the nomination deadline. All nominations are considered original
nominations and should be replaced to be changed.

Nominations submitted via GasSelect for the Evening Nomination cycle must be received by the
Utility by 4:00 p.m. Pacific Clock Time one day prior to the flow date. Nominations submitted via
fax must be received by the Utility by 3:00 p.m. P acific Clock Time one day prior to the fiow date.

Nominations submitted via GasSelect for the Intraday 1 Nomination cycle must be received by the
Utility by 8:00 a.m. Pacific Clock Time on the flow date. Nominations submitted via fax must be
received by the Utility by 7:00 a.m. Pacific Clock Time on the flow date.

Nominations submitted via GasSelect for the Intraday 2 Nomination cycle must be received by the
Utility by 3:00 p.m. Pacific Clock Time on the flow date. Nominations submitted via fax must be
received by the Utility by 2:00 p.m. Pacific Clock Time on the flow date.

Evening and Intraday nominations may be used to request an increase or decrease to scheduled
volumes or a change to receipt or delivery points.

4. Where gas is transported by a shipper or agen t to more than one customer of the Utility and the

transporting pipeline’s allocation to the shipper or agent is less than the shipper’s or agent's requested
quantity, such shipper or agent must allocate among its customers the total quantity of gas delivered
each day to the Utility by the shipper or agent. o

An allocation ranking must be submitted to the Utility no later than 3:00 p.m. Pacific Clock Time on
the date of flow. An allocation ranking should be received for each flow date from each shipper.
Agent rankings should be submitted along with the nominations.

If no allocation ranking is made by such shipper or agent by the due date and time, the Utility will
use a pro rata allocation in allocating delivered quantities among the shipper's or agent's customers
and the Utility's allocation of these quantities will prevail. The total quantity allocated among the
customers of a shipper or agent during a month sha Il be adjusted by the Utility if necessary to match
the actual monthly delivery to the Utility for the shipper or agent as reported by the transporting
pipeline.
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(Continued)

5. As between the customer and the Utility, the cu stomer shall be deemed to be in control and
possession of the gas to be delivered hereunder and responsible for any damage or injury caused
thereby until the gas has been delivered at the point(s) of receipt. The Utility shall thereafter be
deemed to be in control and possession of the gas afte r delivery to the Utility at the point(s) of receipt
and shall be responsible for any damage or injury caused thereby until the same shall have been
redelivered at the point(s) of delivery, unless the da mage or injury has been caused by the quality of
gas originally delivered to the Utility, for which the customer shall remain responsible.

6. Any penalties or charges incurred by the Utility unde r an interstate or intrastate supplier contract as a
result of accommodating transportation service shall be paid by the responsible customer. .

. Customers receiving service from the Utility for th e transportation of customer-owned gas shali gay
any costs incurred by the Utility because of any failure by third parties to perform their obligations
related to providing such service.

E. Interruption of Service

1. The customer's transportation service priority sh all be established in accordance with the definitions
of Core and Noncore service, as set forth in Rule No. 1, and the provisions of Rule No. 23,
Continuity of Service and Interruption of Delivery. If the customer’s gas use is classified in more
than one service priority, it is the customer's res ponsibility to inform the Utility of such priorities
applicable to the customer's service. Once estab lished, such priorities cannot be changed during a
curtailment period.

2. The Utility shall have the right, without liability (except for the express provisions of the Utility's
Service Interruption Credit as set forth in Rule No . 23), to interrupt the acceptance or redelivery of
gas whenever it becomes necessary to test, alter, modify, enlarge or repair any facility or property
comprising the Utility's system or otherwise relate d to its operation. When doing so, the Utility will
try to cause a minimum of inconvenience to the customer. Except in cases of unforeseen emergency,
the Utility shall give a minimum of ten (10) days advance written notice of such activity.

F. Nominations in Excess of System Capacity

1. In the event the Utility determines that the tran sportation nominations received for a specific date of
gas flow ("flow date") exceed its expected system capacity (including storage) on such flow date, the
Utility shall apply Buy-Back service under Schedule No . G-IMB separately for each flow date that is
overnominated. In such event, the Utility shall follo w the procedure set forth below. This procedure
and the resulting periods of excess nominations shall apply only to (1) all noncore transportation
customers, and (2) all customers with usage exceeding 250,000 therms per year at each facility
served under Schedule Nos. GT-10 and GT-NGV.
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. (Continued)

F. Nominations in Excess of System Capacity (continued)

If the Utility determines that transportation nomin ations received for a specific flow date will result
in a period of excess nominations, the Utility shall effectuate at such time a reduction of Hub
services that would contribute to the overnomination event and as-available storage injection
nominations made for service under Schedule No. G- AUC. Such reductions shall be made in the
order of the as-available service queue.

. If such reductions in nominations are inadequa te in resolving the excess transportation nominations

problem, Utility shall notify all applicable customers that an excess nominations period shall be
instituted. The Utility shall provide such notice via its GasSelect system.

. The excess nominations pe;iod shall begin on the fl ow date(s) indicated by the Utility. Nominations

for customers without antomated meter reading devices will be reduced to the maximum daily
quantity specified for the customer. Customers shail be allowed to reduce their nominations in
response to the Utility's notification. Such nomin ations reductions must be received by the Utility
within two (2) business hours from the Utility's notification . If such voluntary reductions are
adequate to bring the system into balance, the overnomination flow date will be canceled.
Nomination reductions received after this deadline shall be considered received for the next day's
nominations. - '

. In the event customers fail to adequately re duce their transportation nominations, the Utility shall

reduce the nominations of those customers that the Utility believes are causing the excess
nominations problem. In making such nominati ons reductions, the Utility shall utilize the most
recent and best available operating data at its disposal. ’ :

_ In cases where the Utility. reduces a customer's nom ination under the' above procedure and, as a result

of such reduction, the customer uses Standby Procurement service under Schedule No. G-IMB in
excess of the 10% tolerance band, the customer sha 1l be allowed to additionally carry over the lesser
of (1) the negative imbalance for the month in excess of the tolerance band, or (2) the amount of the
customer's total involuntary nominations reductions for the month. Such additional carryover shall
be applied to the customer's imbalance account at the conclusion of the imbalance trading period for
the month in which the involuntary reduction occurred.

. In accordance with the ‘provisions of Schedul e No. G-IMB, Buy-Back service shall be applied

separately to each excess nominations day. Customer meters subject to maximum daily quantity
limitations will use the maximum daily quantity as a pr oxy for daily usage. For each such day, the
Utility shall apply the applicable Buy-Back rate to all of the customer’s deliveries, less any firm
storage injections made on behalf of the customer, for the designated flow date that are in excess of
110% of the customer's actual usage. '
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TRANSPORTATION OF CUSTOMER-OWNED GAS

(Continued)

. Nominations in Excess of Svstem Capacity (continued)

8. Consistent with the requirements of Decisi on No. 92-07-025, the Utility's Gas Supply Department
shall limit its deliveries into its system on behalf of its core sales market to no more than 110% of
actual gas usage for the core (including firm storag e injections on behalf of the core) during periods
of excess transportation nominations. '

G. Winter Deliveries

The Utility requires that customers deliver (using a combination of flowing supply and firm storage
withdrawal) at least 50% of bumn over a five day pe riod from November through March. As the Utility’s
tota! storage inventory declines through the winter, the delivery requirement becomes daily and
increases to 70% or 90% depending on the level of inventory relative to peak day minimums.

1. From November 1 through March 31 customers are required to deliver (flowing supply and firm
storage withdrawal) at a minimum of 50% of burn over a 5-day period. In other words, for each 5-
day period, the Utility will calculate the total burn and the total delivery. Ifthe total delivery is less
than 50% of the total burn, a daily balancing standby charge is applied. The daily balancing standby
rate is 150% of the highest Southern California Border price during the five day peried as published
by Natural Gas Intelligence in "NGI's Daily Gas Price Index,” including authorized franchise fees
and uncollectible expenses (F&U) and brokerage fees. Imbalance trading and as-available
withdrawals may not be used to offset the deliver y minimums. Asan additional requirement, retail
core and core aggregation will deliver a volume no I ess than 50% of their allocated firm interstate
pipeline rights. " . ‘

a. "Bum" means usage and is defined. as metered throughput or an estimated quantity such as
Minimum Daily Quantity (MinDQ), as defined in Rule No. 1, for customers without automated
meters. v ' ' : : .

b. Example five-day periods are: Nov. 1 through Nov. 5, Nov. 6 through Nov. 10, Nov. 11 through
Nov. 15 and so on. November with 30 days has six 5-day periods. December, January and March
with 31 days have a 6-day period at the end of th e month. February has a shortened 3 or 4-day
period at the end of the month. The current 5-day period will run-its course fully before the
implementation of the 70% daily requirement. In the event that inventories rise above the 70%
daily trigger levels by 1 Bcf, then a new, 5- day period will be implemented on the following day.

c. Example calculations for determining volumes subj ect to the daily balancing standby rate are: if
over 5 days, total burn is 500,000 therms and total deliveries {including firm withdrawal) are
240,000 therms, then 10,000 therms is subject to daily balancing standby rate. (50% times
500,000 minus 240,000 equals 10,000).
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(Continued)

G. Winter Deliveries (continued)
1. (continued)

_ d. Example calculations in using NGI's Daily G as Price Index for determining the daily balancing

standby rate are: If for Jan. 6 through Jan. 10 the NGI Southern California Border quoted price
ranges are $2.36- 2.39, $2.36-2.44, $2.38-2.47, $2.36-2.42, and $2.37- 2.45, respectively, then the
daily balancing standby rate becomes $3.71 (32.47 times 150%).

e. With the exception of weekends and holidays, the Utility will use quotes from the NGI

" . publication dated on the same day as the flow date. ‘Weekend or holiday flow dates will use the

first available publication date after the weekend or holiday.

f. Under current capacity ;ssignments, 50% of core (retail core plus core aggregation) interstate
pipeline rights translates to 522 MMcfd. For aggregators this translates to 50% of the Daily
Contract Quantity (DCQ) as defined in Rule No. 1.

. When total inventory declines to the "péak day minimum + 20 Bef trigger,” the minimum daily

delivery requirement increases to 70%. Customers are then required to be balanced (flowing supply
plus firm storage withdrawal) at a minimum of 70% of burn on a daily basis. The 5-day period no
longer applies since the system can no longer provide added flexibility. The daily balancing standby
rate is 150% of the highest Southern California Border price per NGI's Daily Gas Price Index for the
day (including authorized F&U and brokerage fees) and is applied to each day's deliveries which are
less than the 70% requirement. In this regime as-ava ilable storage withdrawal is cut in half. All Hub
activity contributing to the underdelivery situation (i.e., Hub deliveries greater than Hub receipts) is
suspended. : L

a. Peak day minimums are calculated annually before November 1 as part of normal winter
operations planning. The peak day minimum is th at level of total inventory that must be in
storage to provide deliverability for the core 1-in-35 year peak day event, firm withdrawal
commitments and noncore balancing requirement.

b. Example calculations in this regime for determining volumes subject to the daily balancing
standby rates are: If on January 6 total burn is 500,000 therms, and total deliveries (including firm
withdrawal) are 300,000 therms then 50,000 therms is subject to the daily balancing standby
charge (70% times 500,000 minus 300,000 equals 50,000). '

c. Example calculations in using NGI's Daily G as Price Index for daily balancing standby rates in
this regime are: if for January 6 and January 7, the NGI Southern California Border quoted price
ranges are $2.36-2.39 and $2.36-2.44, then the daily balancing standby rates become $3.59 (150%
of 2.39) for January 6, and $3.66 (150% times 2.44) for January 7, respectively.
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(Continued)

G. Winter Deliveries (continued)

3. When total inventories decline to the "peak day minimum + 5 Bef trigger,” the minimum daily
delivery requirement increases to 90%. Customers ar e required to be balanced (flowing supply plus
firm storage withdrawal) at a minimum of 90% of burn on a daily basis. Similar to the 70% regime
the 5 day period no longer applies. The daily balanc ing standby rate is charged daily and is 150% of
the highest Southern California Border price per NGI's Daily Gas Price Index for the day (including
authorized F&U and brokerage fees). In this regi me there are no as-available storage withdrawals.
All Hub activity contributing to the underdelivery situation (i.e., Hub deliveries greater than Hub
receipts) is suspended.

4. Information regarding the established pcak day minimums, daily balancing trigger lzvels and total
storage inventory levels will be made available to customers on a daily basis via GasSelect and other
customer notification media.

5. If a wholesale customer so requests, the Utility will nominate firm storage withdrawal volumes on '
behalf of the customer to match 100% of actua 1 usage assuming the customer has sufficient firm
storage withdrawal and inventory rights to match the customer’s supply and demand.

6. The Utility will accept intra-day nominations to increase deliveries.

7. In all cases, current BCAP rules for monthly bala ncing and monthly imbalance trading continue to
apply. Volumes not in compliance with the 50%, 70% and 90% minimum delivery requirements,
purchased at the daily balancing standby rate, are credited toward the monthly 90% delivery
requiremerits. Daily balancing charges remain i ndependent of monthly balancing charges. Daily
balancing and monthly balancing charges go to the Purchased Gas Account (PGA). Schedule No.
G-IMB provides details on monthly and daily balancing charges.

H. Accounting and Billing

1. The customer and the Utility acknowledge that on any operating day during the customer's applicable
term of transportation service, the Utility may be redelivering quantities of gas to the customer
pursuant to other present or future service arrangement s. In such an event, the Utility and customer
agree that the total quantities of gas shall be accounted for in accordance with the provisions of Rule
No. 23. If there is no conflict with Rule No. 23, the quantities of gas shall be accounted for in the
following order:

ZZr————r
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Rule No. 30 Sheet 9
TRANSPORTATION OF CUSTOMER-OWNED GAS

(Continued)

H. Accounting and Billing (continued)

(continued)
a. First, to satisfy any minimum quantities under existing agreements.

b. Second, after complete satisfaction of (a), then to any supply or exchange service arrangements
with the customer.

¢. Third, after the satisfaction of (a) and (b), "then to any subsequently executed service agreement.

. The customer agrees that it shall accept and the Utility can rely upon, for purposes of accounting and

billing, the allocation made.by customer’s shipper as to the quality and quantity of gas, expressed
both in Mcf and therms, delivered at each point of receipt during the preceding billing period for the
customer’s account. If the shipper does not make su ch an allocation, the customer agrees to accept
the quality and quantity as determined by the Utility. Al quality and measurement calculations are
subject to subsequent adjustment as provided in the Utility's tariff schedules or applicable CPUC
rules and regulations. Any other billing correction or adjustment made by the customer or third party
for any prior period shall be based on the rates or costs in effect when the event occurred and
accounted for in the period they are reconciled.

The Utility shall render to the customer an invoice for the services hereunder showing the quantities

‘of gas, expressed in therms, delivered to the U tility for the customer’s account, at each point of

receipt and the quantities of.gas, expressed in therms, redelivered by Utility for the customer’s
account at each point of delivery during the preceding billing period. The Customer shail pay such
amounts due hereunder within nineteen (19) calendar days following the date such bill is mailed.

. Both the Utility and the customer shail have the right atall reasonable times to examine, at its

expense, the books and records of the other to th e extent necessary to verify the accuracy of any
statement, charge, computation, or demand made under or pursuant to service hereunder. The Utility
and the customer agree to keep records and books of account in accordance with generally accepted
accounting principles and practices in the industry. :

I. Gas Quality

The gas stream delivered by the customer into the Utility's system shall conform to the gas quality
specifications as provided in any applicable agreements, coniracts, service contracts and tariff
schedules in effect between the delivering interstate or intrastate pipeline and the Utility at the time
of the delivery.
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TRANSPORTATION OF CUSTOMER-OWNED GAS

(Continued)

1. Gas Qualitv {(continued)

2. All gas delivered into the Utility's system fo r the account of the customer for which there is no
existing contract between the delivering pipeline and the Utility shall be at a pressure such that the
gas can be integrated into the Utility's system at the point(s) of receipt and shall conform to the
following minimum specifications:

a.

Heating Value: The minimum heating value is nine hundred and seventy (970) Btu (gross) per
standard cubic foot on a dry basis. The maximu m heating value is one thousand one hundred fifty
(1150) Btu (gross) per standard cubic foot on a dry basis.

. Moisture Content or Water Cositent ;- For gas delivered at or below a pressure of eight hundied - -

(800) psig, the gas shall’have a water content not in excess of seven (7) pounds per million
standard cubic feet. For gas delivered at a pr essure exceeding of eight hundred (800) psig, the gas
shall have a water dew point not exceeding 20F at delivery pressure.

. Hydrogen Sulfide: The gas shall not contain more than twenty-five hundredths (0.25) of one (1)

grain of hydrogen sulfide per one hundred (100) st andard cubic feet. The gas shall not contain
any entrained hydrogen sulfide treatment chemical (solvent) or its by-products in the gas stream.

. Mercaptan Sulfur: The mercaptan sulﬁk is not to exceed three tenths (0.3) grains per hundred

standard cubic feet.

. Total Sulfur: The gas shall not contain more than seventy-five hundredths (0.75) of a grain of

total sulfur compounds per one hundred (100) standa rd cubic feet. This includes COS and CS2,
hydrogen sulfide, mercaptans and mono, di and poly sulfides.

Carbon Dioxide: The gas shall not have a total carbon dioxide content in excess of three percent
(3%) by volume.

. Oxygen: The gas shall not at any time have an oxygen content in excess of two-tenths of one

percent (0.2%) by volume, and customer will make every reasonable effort to keep the gas free of
oxygen.

. Inerts: The gas shall riot at any time contain in excess of four percent (4%) total inerts (the total

combined carbon dioxide, nitrogen, oxygen and any other inert compound) by volume.

Hydrocarbons: For gas delivered at a pressure of 800 psig or less, the gas hydrocarbon dew point
is not to exceed 45F at 400 psig or at the deliv ery pressure if the delivery pressure is below 400
psig. For gas delivered at a pressure higher than 800 psig, the gas hydrocarbon dew point is not to
exceed 20F at a pressure of 400 psig.
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(Continued)
I. Gas Quality {continued)

2. {(continued)

j. Dust, Gums and Other Objectionable Matter : The gas shall be commercially free from dust, gums
and other foreign substances.

k. Hazardous Substances: The gas must not contain hazardous substances (including but not limited
to toxic and/or carcinogenic substances and/or reproductive toxins) concentrations which would
prevent or restrict the normal marketing of gas, be injurious to pipeline facilities, or which would
present a health and/or safety hazard to Utility employees and/or the general public.

1. Deliverv Temperature : :’:Ihe gas delivery temperature is not to be below 50F or above 105F.

m. Interchangeability: The gas shall meet American Gas Association's Wobbe Number, Lifting
Index, Flashback Index and Yellow Tip Index interchangeability indices for high methane gas
relative to a typical composition of gas in the Utility system near the points of receipt. Acceptable
specification ranges are:

* Wobbe Number (W for receiving facility)
(WP for producer)
09W<=WP<=11W

* Lifting Index (IL)
IL <= 1.06

* Flashback Index (IF)
Fe=12

* Yellow Tip Index (IY)
IY>=028

* Specifications are in relation to a typical composition of gas serving the area to be supplied by the
new source. '

3. The Utility, at its option, may refuse to accept any gas tendered for transportation by the customer or
on his behalf if such gas does not meet the specifications as set outin L. 1 and 1. 2 above, as

applicable.
) (Continued)
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J. Termination or Modification

1. If the customer breaches any terms and conditions of service of the customer's service agreement or
the applicable tariff schedules and does not correct the situation within thirty (30) days of notice, the
Utility shall have the right to cease service and imme diately terminate the customer's applicable
service agreement.

2. If the contract is terminated, either party has the right to collect any quantities of gas or money due
them for transportation service provided prior to the termination.

.K. Regulatorv Reguirements

1. Any gas transported by the Utility for the custom er which was first transported outside the State of
California shall have first been authorized under Federal Energy Regulatory Commission (FERC)
regulations, as amended. Both parties recognize that such regulations only apply to pipelines subject
to FERC jurisdiction, and do not apply to the Utility. The customer shall not take any action which '
would subject the Utility to the jurisdiction of the FERC, the Economic Regulatory Administration or
any succeeding agency. Any such action shall be cause for immediate termination of the service
arrangement between the customer and the Utility.

2. Transportation service shall not begin until both parties have received and accepted any and all
regulatory authorizations necessary for such service.

L. Warranty and Indemnification

1. The customer warrants to the Utility that the cust omer has the right to deliver gas hereunder and that
such gas is free from all liens and adverse claims of every kind.  Customer will indemnify, defend
and save Utility harmless against all loss, damage, injury, liability and expense of any character
where such loss, damage, injury, liability or expense arises directly or indirectly out of any demand,
claim, action, cause of action or suit brought by any person, association or entity asserting ownership
of or any interest in the gas tendered for tr ansportation hereunder, or on account of royalties,
payments or other charges applicable before or upon delivery of gas hereunder.

2. The customer shall indemnify, defend and save harmless Utility, its officers, agents, and employees
from and against any and all loss, costs (includi ng reasonable attomeys' fees), damage, injury,
liability, and claifns for injury or death of persons (including any empioyee of the customer or the
Utility), or for loss or damage to property (incl uding the property of the customer or the Utility),
which occurs or is based upon an act or acts whic h occur while the gas is deemed to be in the
customer's control and possession or which results directly or indirectly from the customer's
performance of its obligations arising pursuant to the provisions of its service agreement and the
Utility's applicable tariff schedules, or occurs based on the customer-owned gas not meeting the
specifications of Section I of this rule.

(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED B8Y CAL. PUC)
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