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SERVI CE CLASSI FI CATION NO 11 (Cont'd.)

CREDI TWORTHI NESS: (Cont' d.)

Credit Limt and Security Deternination

Unl ess the Seller chooses to provide the Conpany the maxi mum security permtted,
the Conpany will evaluate the information provided and consider the results of
any reference checks to determne the amount of credit linmt applicable to the
Seller. In order to ensure that the credit evaluation and associ ated security
calculation is determined in a non-discrimnatory manner, the Conpany, at its
sol e discretion, may utilize the services of an independent major credit rating
agency to determine the Seller's credit limt. Al costs associated with

determ nation of the Seller's credit limt by an independent third-party shal

be the responsibility of the Seller.

The credit limt determ nation shall be conpleted within 10 busi ness days from
the recei pt by the Conpany of the financial and credit information. The Sell er
will be provided a witten statenent describing the result of the credit

eval uation, rationale and calculations, if any, supporting the established
credit Iimt and any resulting security requirenent.

If the Seller does not neet the credit requirenents identified, security in an
anount equal to the Conpany's credit exposure shall be required. The credit
exposure will be determ ned as foll ows:

1) If the Seller bills customers for both delivery and gas supply under
a mutual ly acceptabl e agreenent with the Conpany, the credit exposure will
be equal to 60 days of a Seller's customers' projected peak period
aggregate energy requirenments over the next 12 nmonths - priced at the
rates and charges of the customers' applicable Service C assifications.

2) Credit exposure associated with natural gas bal ancing and settl enment
transacti ons shall be determ ned seasonally. Seasons are defined as
Summer (April 1 through Cctober 31) and Wnter (Novenber 1 through March
31). The credit exposure shall be determined by: (a) the Seller's MAX
ADCQ based on the appropriate season of the past year; (b) priced at the
hi ghest nonth's average daily closing NYMEX price, at the Henry Hub, plus
upstream capacity charges to the Conpany's citygate, for the appropriate
season of the past year; and (c) tines 30 days. The Seller may, at its
option, elect to have the security determ ned annually, rather than
seasonally in which case it will be based on the winter season

3) If the Conpany bills custoners on behalf of a Seller, and has the right to
retain funds collected through such custonmer billing to offset amounts due
fromthe Seller, no security for bal ancing and settlenent transactions
will be required
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