Recei ved: 07/24/1998 St atus: CANCELLED
Ef fective Date: 08/24/1998
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Cancelled by 1 Rev. Leaf No. 177 Effective 08/24/1998
RECEI VED: 07/ 24/ 98 STATUS: Cancel | ed EFFECTI VE: 08/ 24/ 98

SERVI CE CLASSI FI CATION NO 12 (Cont'd.)

SPECI AL PROVI SIONS:  (Cont' d.)

(1) For any underdeliveries of the Seller's ADCQ as reflected in the table
bel ow, the Seller will be cashed out at a rate equal to the Conpany's
wei ght ed average transportation cost including fuel |osses, calculated at
100% | oad factor ("WACOT") plus a gas cost equal to the highest daily
posting for the applicable nmonth as published in Gas Daily in the table,
"Daily Price Survey" for the Tennessee Loui siana Zone as foll ows:

Per cent age of Gas Daily
ADCQ Under del i vered Gas Cost
0 to 2% 100%
2% to 5% 110%
5% or greater 120%

For any underdeliveries greater than five percent of the Seller's ADCQ on
any day other than on days during a Strict Adherence Order ("SAO') period
as defined below, the Seller will pay, in addition to the above gas costs,
a penalty charge equal to $10.00 per dekatherm and, upon the second
occurrence of an underdelivery of five percent or nore, Seller will be
required to post the Security specified in Special Provision B

(2) Strict Adherence Orders:
Upon no | ess than eight hours notice, the Company may, on any days that it
determnes that its gas supply condition is critical, issue a SAO For
any underdeliveries greater than five percent of the Seller's ADCQ during
a SAO period, the Seller will pay a penalty charge equal to $25.00 per
dekatherm plus the cost of gas specified in (1) above.

(3) For any overdeliveries, the Seller will be cashed out at a rate equal to
t he Conpany's nonthly average commodity cost of gas. The Conpany, at its
sol e discretion, may refuse to accept any overdeliveries froma Seller

(4) If Seller overdelivers or underdelivers gas at any tine, the cashout
volunme will be treated as a purchase or sale of gas supply by the Conpany
and the customers served by the Seller will not have such overdeliveries
or underdeliveries credited to their accounts.

(B) The Conpany's acceptance of an Application for Service under this Service
Classification is contingent upon Seller satisfying a credit appraisal by the
Conmpany. The Conpany shall apply, on a non-discrimnatory basis, consistent
financial evaluation standards to determ ne the acceptability of Seller's
overal |l financial condition. The Conpany shall perform such evaluations no |ess
frequently than once every twelve nonths. The followi ng credit data shall be
submtted with Seller's request for service. Credit evaluation shall be
conpleted within two weeks after all information has been received by the
Conpany.

Issued By: R.__Lee Haney, Chief Financial Oficer, Pearl River, New York
(Name of OfFficer, Title, Address)

Cancelled by 1 Rev. Leaf No. 177 Effective 08/24/1998



