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full service and transportation therms for the twelve month period for which the TACS is to be effective.
The difference between the amount to be recovered through the TACS and the actual amount recovered
through the TACS will be reconciled. Any under-recovery or over-recovery resulting from such
reconciliation plus interest (calculated at the Other Customer’s Capital Rate) shall be included in the
calculation of the subsequent year’s TACS.

Merchant Function Charge (MFC)

The Merchant Function Charge (MFC) consists of the following components: (a) a Supply component
which includes commodity procurement (including commodity revenue based allocation of information
resources and education and outreach costs); (b) an uncollectible expense component associated with
supply; (c) a gas in storage working capital component and (d) a credit and collections/theft ("C&C")
component.

The MFC will be charged monthly to Firm Full Service Customers served under SC 1, 2, 3 and 13. The
uncollectible expense component will be aligned with service classes consistent with the monthly Gas Cost
Factors and will reflect uncollectible factors of $1.0617 per $100 of commodity costs for residential
customers and $0.5613 per $100 of commodity costs for non-residential customers.

The rates for recovery of gas in storage working capital costs will be set such that the per therm rate
included in the MFC will be equal to the per therm rate included in the MRA.

For each twelve month period commencing October 1 until gas base delivery rates are reset, amounts
collected through the Supply component and the C&C component of the MFC will be reconciled to Rate
Year design targets established in the 2010 Gas Rate Plan. Any differences will be included in the Supply
and C&C components of the MFC in the subsequent Rate Year.

The allocation of the C&C design targets between their MFC and POR components for Rate Year 2 and
Rate Year 3, will be determined prior to the beginning of each Rate Year based upon an estimate of full
service and POR transportation volumes during the subsequent Rate Year, and will be included in the
subsequent Rate Year’s MFC and POR components. The Rate Year design targets for subsequent Rate
Years will be set at the Rate Year 3 target amounts.

For each Rate Year, actual gas in storage working capital costs recovered through the MFC and MRA will
be reconciled to actual costs of gas in storage working capital. Any differences will be reflected in the
subsequent Rate Year’s MFC and MRA gas in storage working capital components.

The Company shall file with the Public Service Commission (“PSC”) a monthly statement of the Merchant
Function Charge (“MFC Statement”). Each component of the MFC will be shown separately by Service
Class (i.e., SC 1, 2 Heating, 2 Non-Heating, 3 and 13). Separate Merchant Function Charges shall be filed
for air-conditioning customers served under SC2 Heating and SC3. Each MFC Statement shall be filed
with the PSC no later than two working days prior to the effective date of the statement.
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