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SERVI CE CLASSI FI CATI ON NO. 11
CAPACI TY OPTI ONS FOR SELLERS - (Cont'd.)
Capacity Option A — Capacity Rel eased by the Company - (Cont'd.)

(ii) the capacity requirenents of existing firmtransportation
custoners that switch froma Seller not electing this option
to a Seller electing Capacity Option A to serve part or all
of the Seller's custoners' needs, provided that the Conpany
has or is able to obtain the capacity needed to provide such
additional capacity.

Firminterstate pipeline capacity will be released to the Seller, acting
as an agent for the custoner, at the interstate pipeline's maximumfirm
transportation rates under its FERC gas tariff. The Seller shall be
directly billed by the pipeline for such capacity and will be responsible
for paying the pipeline for such charges. The rates shall be subject to
adj ustnent each nonth to the extent that the maxi numfirmreservation
rate at which the capacity is released varies fromthe Conpany's wei ghted
average cost of transportation (“WACOI”), which includes the capacity
cost of citygate bundl ed purchases. For the purposes of this provision
and the Rollover and Cash-Qut provisions set forth under the Bal ancing
Service Qption and Functional Storage Service Option of this Service
Classification, such WACOT shall be adjusted to reduce the TransCanada
demand charges to the extent necessary to result in conparability between
Canadi an and donestic comodity costs (for purposes of this Service
Classification “Adjusted WACOT"). If the Seller pays the pipeline for
the capacity released at a reservation rate higher than the Conpany's

Adj usted WACOT, the Seller will receive a credit on the custoner's behal f
for the difference between the rate the Seller paid the pipeline and the
Conpany' s Adjusted WACOT multiplied by the quantity of rel eased capacity.
If the Seller pays the pipeline at a reservation rate that is |ower than
the Conmpany's Adjusted WACOT, the Seller will pay a charge on the
custonmer's behalf for the difference between the rate the Seller paid the
pi peline and the Conpany's Adjusted WACOT nultiplied by the quantity of
rel eased capacity. The Conmpany's Adjusted WACOT shall be revised
periodically to reflect the Conmpany's current costs of firm pipeline
capacity. Such Adjusted WACOT Is shown on the "Statenent of Rates to
Qualified Sellers and Firm Transporters of Gas".

The capacity released to the Seller will be recalled by the Conpany if:
(1) the MAX ADCQ applicable to firmcustoners served by the Seller behind
the Conmpany's citygate decreases; (2) the Seller fails to conply with the
terns and conditions of this Rate Schedul e, and/or the Conpany's Gas
Transportation Operating Procedures; or (3) the Seller fails to conply
with an interstate pipeline conpany's capacity rel ease provisions. The
Conpany nmay al so recall capacity in the event of non-perfornmance by
Sel l er as specified in Special Provision B bel ow

The Seller shall indemify the Conpany fromall |osses and danmges
resulting fromthe actions or inactions of the Seller under the Capacity
Rel ease Service Agreenent with the Conpany and the pipeline service
agreenent(s). The Seller, acting as the custoner's agent, shall also
warrant title to the gas transported under these agreenents.

I ssued By: John D. McMahon, President, Pearl River, New York
(Nanme of Officer, Title, Address)

Cancel | ed by suppl enment No. 28 effective 05/01/2004



