
PennEast Pipeline Company, LLC
One Meridian Boulevard, Suite 2C01
Wyomissing, PA 19610

September 24, 2015

Ms. Kimberly D. Bose, Secretary
Federal Energy Regulatory Commission
888 First Street, NE
Washington, DC 20426

Re: PennEast Pipeline Company, LLC
Docket No. CP15-___-000

Application of PennEast Pipeline Company, LLC for Certificates of Public
Convenience and Necessity and Related Authorizations

Dear Ms. Bose:

Pursuant to Section 7(c) of the Natural Gas Act, as amended, 15 U.S.C. § 717f(c), and
Parts 157 and 284 of the Federal Energy Regulatory Commission’s (“Commission” or “FERC”)
regulations, 18 C.F.R. Parts 157 and 284, PennEast Pipeline Company, LLC (“PennEast”)
hereby files this application for the following certificates and related authorizations and waivers
(“Application”):

1) a certificate of public convenience and necessity pursuant to Part 157, Subpart A of
the Commission’s regulations, authorizing PennEast to construct, own, and operate a
new natural gas pipeline system, including pipeline facilities, a compressor station,
metering and regulating stations, and appurtenant facilities in Pennsylvania and New
Jersey;

2) a blanket certificate pursuant to Part 157, Subpart F of the Commission’s regulations,
authorizing PennEast to construct, operate, acquire and abandon certain facilities as
described in Part 157, Subpart F;

3) a blanket certificate pursuant to Part 284, Subpart G of the Commission’s regulations
authorizing PennEast to provide open-access firm and interruptible interstate natural
gas transportation services on a self-implementing basis with pregranted
abandonment for such services;

4) approval of PennEast’s pro forma FERC Gas Tariff; and

5) such other authorizations and waivers as may be necessary from the Commission to
allow PennEast to undertake the activities described in this Application.

PennEast requests that the Commission issue an order granting the authorizations and
waivers requested herein by August 1, 2016.

Included herewith are four volumes. Volume I contains public information and is
comprised of the Application and its public exhibits, except the public version of Exhibit F-I
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(Environmental Report). Volume II-A contains the public version of Exhibit F-I. Volume II-B
contains the public maps and drawings of Exhibit F-I. Volume III contains privileged and
confidential information and is comprised of Exhibit F-I, Appendix F (Project Landowner List),
Appendix G (certain portions of Agency Correspondence), and Appendix J (Cultural Resource
Survey Report); Exhibit I (confidential market information) and electronic files containing
hydraulic models supporting Exhibits G through G-II. Volume IV contains Critical Energy
Infrastructure Information (“CEII”) and is comprised of Exhibit F-I, Appendix B (Plot Plans) and
Exhibits G through G-II (Flow Diagrams and Flow Diagram Data).

The privileged information included in Volume III is marked “CONTAINS
PRIVILEGED INFORMATION—DO NOT RELEASE.”1 Privileged information should be
treated as confidential and is for use by Commission Staff only and not to be released to the
public. The CEII information is included in Volume IV and marked “CONTAINS CRITICAL
ENERGY INFRASTRUCTURE INFORMATION—DO NOT RELEASE.”2 Information
that is CEII should be treated as confidential pursuant to Order No. 630, et seq. and is for use by
the Commission Staff only and not to be released to the public.3 Questions pertaining to
confidential information may be submitted to:

Frank H. Markle
Senior Counsel
PennEast Pipeline Company, LLC
460 North Gulph Road
King of Prussia, PA 19406
T: (610) 768-3625
F: (610) 992-3258
marklef@ugicorp.com

Pursuant to the Commission’s electronic filing guide,4 PennEast is eFiling this
Application and will provide two complete copies to the OEP Room 62-46 and one complete
copy to OGCEP Room 101-56.

In accordance with Rule 2011(c)(5) of the Commission’s Rules of Practice and
Procedure, 18 C.F.R. § 385.2011(c)(5), I hereby state that I have read the paper copy version of
the filing and am familiar with the contents thereof; that the paper copies contain the same

1 18 C.F.R. §§ 380.12, 388.112 (2015).

2 18 C.F.R. §§ 388.112(b), 388.113 (2015).

3 Critical Energy Infrastructure Information, Order No. 630, FERC Stats. & Regs. Regulations Preambles ¶ 31,140
(2003), 68 Fed. Reg. 9857 (Mar. 3, 2003), order on reh’g, Order No. 630-A, 104 FERC ¶ 61,106 (2003), 68 Fed.
Reg. 46456 (Aug. 6, 2003).

4 Federal Energy Regulatory Commission Filing Guide/Qualified Documents List (Apr. 22, 2014), available at
http://www.ferc.gov/docs-filing/efiling/filing.pdf.
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information as the electronic documents; and that all of the statements contained therein are true
and correct, to the best of my knowledge, information and belief.

Should you have any questions concerning this request, please contact me at (610) 406-
4322.

Sincerely,

/s/ Anthony C. Cox
Anthony C. Cox
PennEast Pipeline Company, LLC
By its Project Manager,
UGI Energy Services, LLC

Attachments

cc: Terry Turpin (Application Text only)
John Wood (Application Text only)
Rich McGuire (Application Text only)
Pamela Boudreau (Application Text only)
Alisa Lykens (Application Text only)
Richard Foley (Application Text only)
Medha Kochhar
Kandilarya Barakat
Jennifer Kerrigan
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)
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)
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AND RELATED AUTHORIZATIONS

Pursuant to Section 7(c) of the Natural Gas Act (“NGA”), as amended, 15 U.S.C.

§ 717f(c), and Parts 157 and 284 of the Federal Energy Regulatory Commission’s

(“Commission” or “FERC”) regulations, 18 C.F.R. Parts 157 and 284 (2015), PennEast

Pipeline Company, LLC (“PennEast”) hereby files this application for the following

certificates and related authorizations and waivers (“Application”):

1) a certificate of public convenience and necessity pursuant to Part 157,

Subpart A of the Commission’s regulations, authorizing PennEast to

construct, own, and operate a new natural gas pipeline system, including

pipeline facilities, a compressor station, metering and regulating stations,

and appurtenant facilities in Pennsylvania and New Jersey;

2) a blanket certificate pursuant to Part 157, Subpart F of the Commission’s

regulations, authorizing PennEast to construct, operate, acquire and

abandon certain facilities as described in Part 157, Subpart F;

3) a blanket certificate pursuant to Part 284, Subpart G of the Commission’s

regulations authorizing PennEast to provide open-access firm and
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interruptible interstate natural gas transportation services on a self-

implementing basis with pregranted abandonment for such services;

4) approval of the pro forma FERC Gas Tariff (“Tariff”) attached to this

Application as part of Exhibit P; and

5) such other authorizations and waivers as may be necessary from the

Commission to allow PennEast to undertake the activities described in this

Application.

PennEast respectfully requests that the Commission issue these authorizations and

waivers by August 1, 2016, so that PennEast will be able to commence construction on a

timely basis and place the Project (defined herein below) into service by November 1,

2017, as required by PennEast’s foundation shippers.

In support hereof, and pursuant to the Commission’s regulations, PennEast

respectfully submits the following:

I.
EXECUTIVE SUMMARY

PennEast is a new interstate pipeline system designed to satisfy the growing

natural gas transportation capacity needs of local distribution companies, electric

generators, and end-users in eastern and southeastern Pennsylvania, New Jersey, New

York and surrounding states, as well as producers located in close proximity to these

markets. PennEast has entered into precedent agreements with seven foundation shippers

and twelve total shippers, which together combine for a commitment of firm capacity of

990,000 dekatherms per day (“Dth/d”). The target in-service date for the Project

facilities is November 1, 2017.
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The “PennEast Project” or “Project” is a new greenfield pipeline project that will

provide up to 1,107,000 Dth/d of new firm natural gas transportation capacity to the

market on a year-round basis. The Project accesses multiple upstream supply sources

located at various receipt point interconnections in the eastern Marcellus region,

including interconnections with Transcontinental Gas Pipe Line Company, LLC

(“Transco”) and gathering systems operated by UGI Energy Services, LLC, Williams

Partners L.P., and Energy Transfer Partners L.P., all in Luzerne County, Pennsylvania.

The Project extends from these receipt points to various delivery point interconnections

in the heart of major northeastern natural gas-consuming markets, including

interconnections with UGI Central Penn Gas, Inc. (“UGI CPG”) in Carbon County,

Pennsylvania; UGI Utilities, Inc. (“UGI Utilities”) and Columbia Gas Transmission, LLC

(“Columbia Gas”) in Northampton County, Pennsylvania; and Elizabethtown Gas, NRG

REMA, LLC, Texas Eastern Transmission, LP (“Texas Eastern”), and Algonquin Gas

Transmission, LLC (“Algonquin”) in Hunterdon County, New Jersey. The terminus of

the Project will be located at a delivery point with Transco in Mercer County, New

Jersey.

The PennEast Project consists of approximately 114 miles of 36-inch diameter

mainline transmission pipeline originating in Luzerne County, Pennsylvania, and

extending to Mercer County, New Jersey. The Project will traverse Luzerne, Carbon,

Northampton, and Bucks Counties in Pennsylvania and Hunterdon and Mercer Counties

in New Jersey. The Project will also include three laterals: (1) the approximately 2.1-

mile, 24-inch diameter Hellertown Lateral in Northampton County, Pennsylvania; (2) the

approximately 0.6-mile, 12-inch diameter Gilbert Lateral in Hunterdon County, New
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Jersey; and (3) the approximately 1.4-mile, 36-inch diameter Lambertville Lateral in

Hunterdon County, New Jersey. In addition to the foregoing facilities, the PennEast

Project will include one new compressor station in Carbon County, Pennsylvania, and

various associated aboveground facilities, including interconnects, launchers, receivers,

and mainline block valves.

The Project is designed to bring lower cost natural gas produced in the Marcellus

Shale region in eastern Pennsylvania to homes and businesses in New Jersey,

Pennsylvania, New York and surrounding states. The Project was developed in response

to market demands in New Jersey, Pennsylvania, and New York and interest from

shippers that require transportation capacity to accommodate increased receipts of natural

gas into the region. An additional supply of natural gas to the region will provide a

benefit to consumers, utilities and electric generators by providing enhanced competition

among suppliers and pipeline transportation providers. The Project will satisfy the needs

of shippers seeking (i) additional supply flexibility, diversity and reliability; (ii) liquid

points for trading in locally produced gas from the Marcellus Shale and the Utica Shale;

(iii) direct access to premium markets in the northeast and mid-Atlantic regions; (iv) the

ability to capture pricing differentials between the various interconnected market

pipelines; and (v) firm access to the most affordable and long-lived gas reserves in the

country. The Project will provide shippers with additional opportunities to buy and sell

supplies and to transport natural gas to where the gas is needed and valued most. The

Project also offers shippers a short-haul transportation option for direct access to

Marcellus Shale natural gas supplies.



5

PennEast held an Open Season for the Project from August 11, 2014 to

August 29, 2014, and has executed long-term, binding precedent agreements with

12 shippers for approximately 90 percent of the firm transportation capacity to be created

by the Project. Many of the Project shippers are regional local natural gas distribution

companies and end-users, and accordingly, the Project is primarily driven by the demands

of gas consumers.

To facilitate the Project and to identify and address environmental and landowner

concerns early in the certificate process, PennEast participated in the Commission’s

National Environmental Policy Act (“NEPA”) Pre-filing review process in Docket

No. PF15-1-000. Beginning in October 2014, PennEast has participated in more than

200 meetings with public officials and non-governmental organizations. In addition to

these meetings, PennEast held a total of four open house meetings in November 2014, to

provide stakeholders with updated information regarding the route and Project planning.

Subsequently, PennEast hosted 15 informational sessions for impacted landowners with

information regarding the route and Project planning that had changed based on input

received during the Pre-filing review process. In February 2015, PennEast participated in

five Commission Staff-hosted, public scoping meetings in Bethlehem, Pennsylvania, Jim

Thorpe, Pennsylvania, Wilkes-Barre, Pennsylvania, West Trenton, New Jersey, and

Hampton, New Jersey, respectively, to garner input from the public and interested

agencies on the Project. Further, as part of the Pre-filing review process, PennEast has

responded to hundreds of comments filed by interested stakeholders.

In light of the substantial work completed to date through the Pre-filing review

process, including the feedback from open houses and scoping meetings, from the
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numerous scoping comments and other public comments filed with the Commission and

from Commission Staff regarding the draft Resource Reports, the final versions of which

are found in Exhibit F-1, and the environmental analysis contained therein, many

potential issues have been identified and addressed prior to the filing of this Application.

The iterative and interactive process among PennEast, the Commission Staff, and Project

stakeholders resulted in the evaluation of over 100 route alternatives and above-ground

facility site locations, reduction of the Project’s anticipated environmental impacts and

improvements in the proposed mitigation measures for the Project.

PennEast is a new company and has not provided service in interstate commerce.

Therefore, in this proceeding, PennEast requests an open-access blanket certificate under

Part 284, Subpart G of the Commission’s regulations. In addition, PennEast requests a

blanket construction certificate under Part 157, Subpart F of the Commission’s

regulations.

PennEast is also seeking approval of its pro forma Tariff included in Exhibit P

hereto. PennEast’s Tariff proposes initial recourse rates that include a two-part rate for

firm transportation service (Rate Schedule FTS). PennEast is also proposing a one-part

recourse rate for interruptible transportation service (Rate Schedule ITS) that is equal to

the 100 percent load factor equivalent of the Rate Schedule FTS reservation and usage

rates. Consistent with Commission policy, PennEast will also offer interruptible parking

and lending service (Rate Schedule PAL).

As demonstrated herein, the Project satisfies the criteria for approval under, and is

fully consistent with, the Commission’s Statement of Policy on the Certification of New
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Interstate Natural Gas Pipeline Facilities (“Certificate Policy Statement”).1 Granting

PennEast the foregoing certificates and authorizations is in the public convenience and

necessity.

PennEast respectfully requests the authorizations proposed herein by August 1,

2016. An order by this date will allow for timely commencement of construction that is

critical for PennEast to comply with seasonal construction limitations and still meet the

Project’s in-service date of November 1, 2017. This in-service date is necessary in order

to meet the contractual firm transportation service requirements for the Project’s

foundation shippers.

II.
IDENTITY OF APPLICANT AND COMMUNICATION

The exact legal name of the applicant is PennEast Pipeline Company, LLC.

PennEast is a Delaware limited liability company organized and existing under the laws

of the State of Delaware. PennEast’s principal place of business is One Meridian

Boulevard, Suite 2C01, Wyomissing, Pennsylvania 19610. PennEast is authorized to

conduct business as a foreign limited liability company in the State of New Jersey and the

Commonwealth of Pennsylvania in order to own and operate natural gas transmission

facilities and engage in open-access transportation services within these states.2

PennEast is a joint venture owned by Red Oak Enterprise Holdings, Inc., a

subsidiary of AGL Resources Inc. (20 percent interest); NJR Pipeline Company, a

subsidiary of New Jersey Resources (20 percent interest); SJI Midstream, LLC, a

1 See Certification of New Interstate Natural Gas Pipeline Facilities, 88 FERC ¶ 61,227 (1999), order
clarifying Statement of Policy, 90 FERC ¶ 61,128 (2000), order further clarifying Statement of Policy, 92
FERC ¶ 61,094 (2000).

2 PennEast’s state authorizations for New Jersey and Pennsylvania are included as Exhibit B.
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subsidiary of South Jersey Industries (20 percent interest); UGI PennEast, LLC, a

subsidiary of UGI Energy Services, LLC (20 percent interest); PSEG Power LLC

(10 percent interest); and Spectra Energy Partners, LP (10 percent interest). PennEast is

managed by UGI Energy Services, LLC, pursuant to a Project Management Agreement.

The names, titles, and mailing addresses of the persons to whom all

correspondence and communications concerning this Application should be addressed are

as follows:

*Anthony C. Cox
Project Manager
PennEast Pipeline Company, LLC
One Meridian Boulevard, Suite 2C01
Wyomissing, PA 19610
T: (610) 406-4322
F: (610) 374-1492
acox@ugies.com

*Frank H. Markle
Senior Counsel
PennEast Pipeline Company, LLC
460 North Gulph Road
King of Prussia, PA 19406
T: (610) 768-3625
F: (610) 992-3258
marklef@ugicorp.com

*James D. Seegers
Andrew N. Beach
Sabina D. Walia
Vinson & Elkins LLP
1001 Fannin Street, Suite 2500
Houston, TX 77002-6760
T: (713) 758-2939
F: (713) 615–5206
jseegers@velaw.com
abeach@velaw.com
swalia@velaw.com

*Persons designated to receive service pursuant to Rule 2010 of the Commission’s Rules of
Practice and Procedure.

III.
PROJECT NEED

The PennEast Project is designed to bring lower cost natural gas produced in the

Marcellus Shale region in eastern Pennsylvania to homes and businesses in New Jersey,
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Pennsylvania, New York and adjacent states. As reflected in the economic studies

included in Exhibit F-1, Resource Report 5 to the Application, with the additional

pipeline capacity, energy consumers throughout eastern Pennsylvania and New Jersey

would have realized over $890 million in reduced energy costs in the winter of 2013-

2014.3 Given that reduced energy costs have the same economic effect as increased

disposable income for consumers, such reduced energy costs would have had “positive

effects on the Pennsylvania and New Jersey economies.”4 Further, without additional

natural gas infrastructure providing the region increased access to the abundant dry

natural gas reserves located in the eastern Pennsylvania production area, similar price

spikes and correspondingly, the potential savings offered by the PennEast Project, could

be anticipated in the future.5 Thus, the PennEast Project is expected to bring annual

energy cost savings and significant economic benefits to the Pennsylvania and New

Jersey economies.

PennEast developed the Project in response to market demands in New Jersey,

Pennsylvania, and New York and interest from shippers that require transportation

capacity to accommodate increased receipts of natural gas into the region. An additional

supply of natural gas to the region will provide a benefit to consumers, local distribution

companies, electric generators and other end-use market participants by providing

3
Concentric Energy Advisors, PennEast Pipeline Energy Market Savings Report and Analysis (2015),

available at http://penneastpipeline.com/ConcentricEconomicStudy (last visited Mar. 30, 2015); see also
Econsult Solutions & Drexel University, Economic Impact Report and Analysis: PennEast Pipeline Project
Economic Impact Analysis (2015), available at http://penneastpipeline.com/economic-impact-analysis/
(last visited Feb. 17, 2015).

4 Econsult Solutions & Drexel University, supra note 3, at 17 (estimating that “for each $10 million in
increased disposable income, a total of $13.5 million in economic impact could be generated, supporting 90
jobs”).

5 Concentric Energy Advisors, supra note 3, at 2.
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enhanced competition among suppliers and pipeline transportation providers. Moreover,

the PennEast Project will provide shippers additional opportunities to buy and sell

supplies and to transport natural gas to where the gas is needed and valued most.

PennEast held an Open Season for the Project from August 11, 2014 to

August 29, 2014,6 and has executed long-term, binding precedent agreements with

12 shippers for approximately 90% of the firm transportation capacity to be created by

the Project as follows:

Shipper
Transportation Contract

Quantity (Dth/Day)
Primary Term

(years)

New Jersey Natural Gas Company 180,000 15

PSEG Power LLC 125,000 15

Texas Eastern Transmission, LP 125,000 15

South Jersey Gas Company 105,000 15

Consolidated Edison Company of New
York, Inc.

100,000 15

Pivotal Utility Holdings, Inc. (D/B/A
Elizabethtown Gas)

100,000 15

UGI Energy Services, LLC 100,000 15

Cabot Oil & Gas Corporation 50,000 10

Talen Energy Marketing, LLC 50,000 5

Enerplus Resources (USA) Corporation 30,000 5

Warren Resources, Inc. 15,000 5

NRG Rema LLC 10,000 10

Total 990,000 --

In total, PennEast has entered into agreements for 990,000 Dth/d of PennEast’s

total available capacity of 1,107,000 Dth/d.7 The Commission views agreements for

6 The Open Season Notice is provided in Exhibit Z-3 to this Application.

7 The Precedent Agreements are included herewith as Exhibit I and have been submitted as privileged
pursuant to Section 388.112 of the Commission’s regulations.
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long-term firm capacity as important evidence of market demand.8 Further support for

the Project need is included in the “Purpose and Need” section of Resource Report 1,

which is attached hereto as Exhibit F-1. To meet its firm capacity commitments,

PennEast must proceed with diligence to have the Project facilities in service by the

target in-service date of November 1, 2017.

IV.
DESCRIPTION OF FACILITIES

The Project facilities include an approximately 114-mile, 36-inch diameter

pipeline, extending from Luzerne County, Pennsylvania, to Mercer County, New Jersey.

The Project will extend from various receipt point interconnections in the eastern

Marcellus region, including interconnections with Transco and gathering systems

operated by UGI Energy Services, LLC, Williams Partners L.P., and Energy Transfer

Partners L.P., all in Luzerne County, Pennsylvania, to various delivery point

interconnections in the heart of major northeastern natural gas-consuming markets,

including interconnections with: UGI CPG in Carbon County, Pennsylvania; UGI

Utilities and Columbia Gas in Northampton County, Pennsylvania; and Elizabethtown

Gas, NRG REMA, LLC, Texas Eastern and Algonquin, all in Hunterdon County, New

Jersey. The terminus of the proposed PennEast system will be located at a delivery point

with Transco in Mercer County, New Jersey.

In addition to the PennEast mainline pipeline, the Project includes several laterals

to serve as interconnects for the Project shippers. The Hellertown Lateral, an

approximately 2.1-mile, 24-inch diameter lateral pipeline, will be constructed in

8 Certification of New Interstate Natural Gas Pipeline Facilities (“Certificate Policy Statement”), 88 FERC
¶ 61,227, p. 61,744 (1999), order clarifying Statement of Policy, 90 FERC ¶ 61,128 (2000), order further
clarifying Statement of Policy, 92 FERC ¶ 61,094 (2000).
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Northampton County, Pennsylvania. This lateral will serve to interconnect the PennEast

system with Columbia Gas and UGI Utilities. The 12-inch diameter Gilbert Lateral will

extend from an interconnection with the PennEast mainline in Holland Township in

Hunterdon County, New Jersey approximately 0.6 miles south to the Gilbert Electric

Generating Station where it will interconnect with NRG REMA, LLC and Elizabethtown

Gas. The Lambertville Lateral, an approximately 1.4-mile, 36-inch diameter lateral

pipeline, will be constructed in Hunterdon County, New Jersey. This lateral will serve to

interconnect the PennEast system to Algonquin and Texas Eastern.

The PennEast Project will make use of a single compressor station that will serve

the entire system providing sufficient throughput with an aggregate of 47,700 ISO

horsepower (“hp”) of compression from three gas turbine-driven Solar Mars 100

compressor units. The proposed location for the compressor station is an approximately

66-acre undeveloped, forested site in Kidder Township, Carbon County, Pennsylvania

that will be owned by PennEast. Various associated above-ground facilities including

interconnects, launchers, receivers, and mainline block valves also will be constructed to

support the pipeline system.

V.
CERTIFICATE POLICY STATEMENT AND
PUBLIC CONVENIENCE AND NECESSITY

The Commission established criteria for determining whether there is a need for a

proposed project and whether the proposed project will serve the public interest in the

Certificate Policy Statement.9 The Certificate Policy Statement explains that, in deciding

whether to authorize the construction of major new pipeline facilities, the Commission

9 See Certification of New Interstate Natural Gas Pipeline Facilities, 88 FERC ¶ 61,227 (1999), order
clarifying Statement of Policy, 90 FERC ¶ 61,128 (2000), order further clarifying Statement of Policy, 92
FERC ¶ 61,094 (2000).



13

balances public benefits against any potential adverse consequences.10 The

Commission’s stated goal is to give appropriate consideration to the enhancement of

competitive transportation alternatives, the possibility of over-building, subsidization by

existing customers, the applicant’s responsibility for unsubscribed capacity, the

avoidance of unnecessary disruptions of the environment, and the unneeded exercise of

eminent domain in evaluating new pipeline construction.11 Once the applicant

demonstrates that the benefits to be achieved by a project will outweigh the potential

effects and that the applicant has attempted to minimize any adverse effects, the

Commission will find that the project is required by the public convenience and

necessity.12

As demonstrated herein and in the Resource Reports included herewith, the

proposed facilities meet the criteria of the Certificate Policy Statement, and approval of

the Project will serve the public interest and is required by the public convenience and

necessity.

A. Threshold No-Subsidy Requirement.

Under the Certificate Policy Statement, the threshold requirement for existing

pipelines that propose a new construction project is that the pipeline must be prepared to

financially support the project without relying on subsidization from existing

10 Tennessee Gas Pipeline Co., 92 FERC ¶ 61,142, pp. 61,519-20 (2000).

11 Id.

12 Certificate Policy Statement, 88 FERC at p. 61,746.
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customers.13 PennEast is a new pipeline company that has no existing customers. As

such, the threshold requirement of no subsidization is not applicable to PennEast.14

B. No Adverse Effects on Existing Customers, or on Existing Pipelines and
Their Captive Customers.

The Certificate Policy Statement requires an analysis to identify potentially

adverse effects of the project on the existing customers of the pipeline proposing the

project, existing pipelines in the market and their captive customers, or landowners and

communities affected by the construction, and to determine whether the applicant has

made efforts to eliminate or minimize those adverse effects.15 If residual adverse effects

on these groups are identified after efforts have been made to minimize them, the

Commission will “evaluate the project by balancing the evidence of public benefits to be

achieved against residual adverse effects.”16

The PennEast Project will result in no impacts to existing customers because

PennEast is a new pipeline company that has no existing customers. The Project will

have no adverse impact on existing pipelines or their customers because the proposed

pipeline system will not provide service that is already provided by another pipeline, nor

is the Project designed to bypass an existing pipeline. Existing pipelines in the Project

area are at or near capacity. The PennEast Project would provide new incremental

13 Id. at p. 61,746.

14 See, e.g., Ruby Pipeline, L.L.C., 128 FERC ¶ 61,224 at P 19 (2009) (“Ruby”) (holding that, as a new
interstate pipeline, Ruby satisfied the threshold requirement that the pipeline must be prepared to
financially support the project without relying on subsidization from its existing customers); ETC Tiger
Pipeline, LLC, 131 FERC ¶ 61,010 at P 18 (2010) (“ETC Tiger”) (finding that ETC Tiger, as a newly-
formed entity, had no risk of subsidization by existing customers); Fayetteville Express Pipeline LLC,
129 FERC ¶ 61,235 at P 18 (2009) (“Fayetteville Express”) (concluding that, as a new natural gas pipeline
with no existing customers, Fayetteville Express’s project met the threshold test that its existing customers
not subsidize the project).

15 Certificate Policy Statement at p. 61,745.

16 Id.
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capacity to meet market demand, as reflected by PennEast’s agreements with a diverse

customer base, which includes local distribution companies, electric generators and

producers. Further, the addition of new pipeline infrastructure to the mid-Atlantic region

will benefit existing pipelines and their customers by enhancing reliability for the region

and facilitating deliveries of Marcellus production into existing pipelines through

PennEast’s interconnections with Columbia Gas, Texas Eastern, Algonquin and Transco.

C. Minimal Potential for Adverse Impacts to Landowners and Communities
Affected by the Project.

By letter order dated October 10, 2014, the Commission granted PennEast

approval to utilize the Commission’s NEPA Pre-filing review process for the Project

under Docket No. PF15-1-000. In that docket, PennEast initiated a public and

stakeholder outreach program including: open houses, community presentations, and the

publication of information regarding the Project in newspapers of local distribution.

Consistent with the Commission’s desire for early involvement by potential stakeholders,

PennEast held four open house meetings in November 2014 and 15 informational

meetings for impacted landowners in 2015 to solicit community feedback and work with

landowners, government agencies, public officials, and other stakeholders to identify

issues and respond to them in the early planning stages of the PennEast Project.

PennEast’s informational and open house meetings and the Commission Staff’s

five scoping meetings held in February 2015 have led to discussions and actions to

minimize impacts to landowners and communities. The results of these discussions are

set forth in the monthly status reports and responses to scoping meeting comments which

PennEast has submitted in Docket No. PF15-1-000. In light of the substantial work

completed to date through the Pre-filing review process, including the feedback from
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open houses and scoping meetings and from the numerous scoping comments and other

comments filed during the Pre-filing review process, many potential issues have been

identified and addressed prior to the filing of this Application. Specifically, PennEast has

evaluated over 100 route variations in its proposed route to address these comments.

PennEast will continue to work cooperatively with all affected landowners and

stakeholders in an attempt to address their concerns and to minimize adverse impacts.

Detailed listings of the agencies and other stakeholders with whom PennEast has

consulted are contained in Tables 1.7-2 and 1.7-3 of Resource Report No. 1 with Agency

and Stakeholder Correspondence included in Appendix G of Resource Report No. 1. A

list of applicable permits and approvals, responsible agencies and the filing status and

schedule of each authorization is also contained in Table 1.7-1 of Resource Report No. 1.

PennEast submits that its chosen location for the Project facilities is environmentally

preferable to other potential construction alternatives, and PennEast has worked

diligently to achieve the most satisfactory location, to the extent practicable, for the

affected stakeholders. The proposed facility locations strike a balance among landowner

impacts, impacts to environmental resources, and system requirements.

The potential environmental impacts associated with the Project and the

mitigation measures that PennEast intends to perform to mitigate such impacts is

discussed more fully in the environmental impacts section of the Application and in the

accompanying Resource Reports attached hereto as Exhibit F-1.

PennEast certifies that the facilities proposed herein will be designed, constructed,

installed, inspected, tested, operated, replaced and maintained in accordance with the

Natural Gas Pipeline Safety Act of 1968, as amended and recodified, 49 U.S.C.
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§§ 60101-60128, and pursuant to the implementing regulations of the Department of

Transportation, 49 C.F.R. Part 192, and any other applicable safety standards. PennEast

certifies that it will incorporate all environmental information and NEPA compliance

requirements into contract bid documents and, as needed, give appropriate instruction and

training to contractors and inspectors in carrying out the Commission’s guidelines. In

addition to its adoption of all applicable environmental guidelines and its extensive Pre-

filing consultations, PennEast will continue to be in contact with appropriate authorities

regarding measures to mitigate any adverse environmental impacts along its route to the

extent practicable.

D. Benefits Associated with the Project Outweigh the Adverse Effects.

When determining whether a proposed project is needed and will serve the public

interest, the Commission balances the public benefits to be achieved by the project

against the residual adverse effects of the proposed project. The Project will allow

natural gas users in the New Jersey, Pennsylvania and the surrounding states to access

stable, low cost supplies that will create pipeline diversity and increase the overall

reliability of the region’s natural gas transmission grid by providing a new pipeline

alternative. In addition, the Project will benefit the region’s distribution infrastructure by

reducing system constraints and increasing operational flexibility. Moreover, the Project

will provide the interstate pipeline capacity necessary for the local distribution company

shippers to meet their load growth requirements and electric generators and other

shippers to satisfy their own demand.

The benefits associated with the PennEast Project far outweigh the Project’s

potential adverse effects, which have been or will be significantly mitigated through

PennEast’s efforts, as described in this Application and the accompanying Resource
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Reports. PennEast has worked diligently to address the concerns of stakeholders and will

continue to work with all interested parties during the course of this proceeding and

through the construction process. The market benefits of increased competition, supply

diversification, economic benefits to communities, and the availability of clean-burning

natural gas outweigh the adverse impacts. PennEast will benefit New Jersey,

Pennsylvania, New York and the surrounding states by increasing gas supply, enhancing

competition for gas transportation needs, facilitating natural gas supply competition and

helping to eliminate price spikes during the winter heating season that have adversely

impacted this region for several years.

PennEast will also improve the diversification of supply available for the mid-

Atlantic region, by providing natural gas users in the region greater access to supplies

from the Marcellus Shale and Utica Shale formations. In addition to the positive impacts

for natural gas customers, the Project is projected to provide economic benefits to the

communities where the facilities will be located. Furthermore, by bringing additional

natural gas supply to the region, the Project will meet the fast growing demand for clean-

burning fuel. The use of natural gas results in lower emission rates of greenhouse gases

and other pollutants compared with other fossil fuels. The Project increases the

availability of natural gas for fuel switching at existing facilities, minimizes air emissions

and ensures compliance with applicable emission-limiting standards. The services and

benefits provided by the Project outweigh the Project’s potential adverse effects.

E. The Project is Required by the Public Convenience and Necessity.

The PennEast Project is consistent with the criteria of the Certificate Policy

Statement, and the construction and operation of the Project facilities as proposed herein



19

are in the public interest and required by the public convenience and necessity. The

Project will provide numerous benefits to the region it serves, including:

1) satisfying existing and growing natural gas fuel supply needs of local

distribution companies, electric generators and other natural gas users in

New Jersey, Pennsylvania, New York and surrounding areas;

2) providing new access to stable, low cost supply to the region and creating

greater pipeline diversity;

3) increasing the overall reliability of the region’s natural gas transmission

grid by providing a new pipeline alternative; and

4) benefitting the region’s distribution infrastructure by reducing system

constraints and increasing operational flexibility.

For the foregoing reasons, PennEast respectfully submits that granting the

authorizations requested herein is required by the public convenience and necessity.

In summary, the Project satisfies the Commission’s Certificate Policy Statement,

and is consistent with the Commission’s economic, competition and environmental goals.

As described in detail in this Application and in accompanying exhibits, the Project

benefits far outweigh the Project’s potential adverse impacts, which have been or will be

significantly mitigated through PennEast’s efforts, as described in this Application.

Accordingly, the Project meets the standards of the Certificate Policy Statement, is in the

public interest, and is required by the public convenience and necessity.



20

VI.
ENVIRONMENTAL IMPACT

The environmental impacts of the PennEast Project are being reviewed by the

Commission Staff through preparation of an environmental impact statement.17

Accordingly, PennEast is participating in the NEPA review process and working with the

Commission Staff and other stakeholder agencies to identify all of the potential

environmental impacts and associated proposed mitigation measures for the proposed

PennEast Project.

PennEast’s Resource Reports, included herewith as Exhibit F-1, provide the

information necessary for the Commission to complete its environmental analysis of the

Project, as required by NEPA, 42 U.S.C. §§ 4321-4370d. The Resource Reports were

prepared pursuant to Part 380 of Commission’s regulations, 18 C.F.R. § 380.12, and

developed through participation by PennEast in the Commission’s Pre-filing review

process in Docket No. PF15-1-000. In the Pre-filing review process, the Commission’s

Staff had an opportunity to begin its environmental analysis of the Project. As discussed

herein, interested parties have had multiple opportunities to submit comments on the

Project to FERC and to review the public filings of the draft Resource Reports, including

multiple iterations of Resource Reports 1, 8, 9 and 10. These comments, to the greatest

extent practicable, have been incorporated into the Project design and siting, and

thereafter into the final Resource Reports.

As the Resource Reports show, the environmental impacts associated with the

construction of the PennEast Project can be adequately mitigated. PennEast has

17 Notice of Intent to Prepare an Environmental Impact Statement for the Planned PennEast Pipeline
Project, Request for Comments on Environmental Issues, and Notice of Public Scoping Meetings re
PennEast Pipeline Company, LLC under PF15-1-000 (Jan. 13, 2015).
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incorporated the Commission’s Upland Erosion Control, Revegetation and Maintenance

Plan and Wetland and Waterbody Construction and Mitigation Procedures (May 2013

versions of both) into the Erosion and Sedimentation Control Plan to be used for the

Project. In addition, PennEast will incorporate standard environmental mitigation

measures into its construction specifications.

The Resource Reports demonstrate that (i) any adverse impacts associated with

the PennEast Project can be adequately mitigated or avoided, (ii) the proposed action is

the best alternative, and (iii) significant resources will not be irreversibly or irretrievably

lost due to construction activities. Under these circumstances, approval of the proposed

facilities described herein will not be a major federal action significantly affecting the

quality of the human environment.

The PennEast Project will be constructed in accordance with all applicable

environmental permits, approvals and regulations. PennEast is committed to minimizing

the environmental impact of the Project and to reclaiming all disturbed areas to a

consistently high standard, regardless of ownership. The construction activities are not

anticipated to have any significant adverse effects on residents or industrial areas and the

impacts to public, recreational or scenic areas, as well as vegetation, wildlife and cultural

resources can be adequately mitigated. PennEast will employ environmental inspectors

during construction to ensure that all operations are in compliance with applicable

environmental permits and regulations. The presence of an on-site environmental

inspector will assist in assuring that all construction is undertaken in accordance with the

conditions included in the Commission’s certificate order.
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In accordance with the Commission’s requirements, PennEast has evaluated

ambient and Project noise levels associated with the Project facilities, assessed impacts,

and proposed mitigation measures that can be implemented, if necessary, to ensure that

noise levels comply with FERC and state noise standards. Construction and operation

emissions associated with the new compressor station will comply with all applicable air

quality regulations. In this regard, air quality impacts from operation of the proposed

compressor station will be minimized by the use of equipment, emissions controls and

best operating practices.

Energy Efficiency and Waste Heat Recovery

In light of the Commission’s interest in integrating alternative environmentally-

friendly measures, PennEast reviewed the commercial and technical viability of installing

and operating a waste heat recovery facility on its system, as detailed in Resource Report

No. 9 contained in Exhibit F-1. Waste heat recovery is the process of capturing heat

discarded by an existing industrial process and using that heat to generate power. In light

of the fact that the PennEast system is a new pipeline system and therefore has no

operating history, PennEast has not determined whether the actual operation of the

system will result in PennEast’s compressor station meeting the waste heat recovery

parameters in the Interstate Natural Gas Association of America’s whitepaper entitled

“Waste Energy Recovery Opportunities for Interstate Natural Gas Pipelines” issued in

February 2008 (“INGAA Whitepaper”). Consistent with the Commission’s directives in

other proceedings, PennEast will monitor its compressor station operations after

commencing service, and, if the station meets the waste heat recovery parameters in the
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INGAA Whitepaper, PennEast will post such information on its electronic bulletin

board.18

VII.
LANDOWNER NOTIFICATION AND OUTREACH

PennEast will comply with the landowner notification requirements set forth in

Section 157.6(d) of the Commission’s regulations. PennEast will notify all owners of

properties that are directly affected by the proposed construction activities, abutting the

proposed construction areas, any landowners with residences within 50 feet of the

proposed construction areas, landowners with property within 1/2 mile of the proposed

compressor station, and any other landowners that may be directly affected by the

proposed construction activities. A list of affected landowners, provided as Appendix F

to the Resource Reports and included in Volume III of this Application, contains

privileged landowner contact information and is marked “Contains Privileged

Information – Do Not Release.”

Representatives of PennEast began meeting with governmental stakeholders about

the Project in June 2014, in advance of landowner notifications, and in advance of

commencing the Pre-filing review process. In addition, PennEast has continued

implementing its public participation program, which will be ongoing throughout the life

of the Project. Some key components of the program include:

 conducting consultation meetings with elected officials and other

community leaders;

 hosting multiple open houses and informational meetings for landowners,

elected officials, and other stakeholders;

18 See, e.g., Texas Eastern Transmission, LP, 146 FERC ¶ 61,086 at n. 4 (2014).
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 producing and distributing informational materials; and

 supporting ongoing outreach throughout the life of the Project, including

documentation of issues.

A. Single Point of Contact to Ensure Consistent Message

Anthony Cox, the Manager for the Project, has served and will continue to serve

as the single point of contact for the Project. PennEast has had in place since before the

Pre-filing review process commenced a dedicated toll-free telephone number

(844.347.7119), mailing address (55 West Street Tunkhannock, PA 18657), and e-mail

address (answers@penneastpipeline.com), to enhance communication with stakeholders.

The toll-free number has been listed in every written communication made by PennEast

to landowners to facilitate their ability to obtain additional information in a timely

manner, and PennEast routinely responds to inquiries within 24 hours Monday through

Friday and a maximum of 48 hours Saturdays, Sundays and holidays.

B. Public Officials

Prior to notifying affected landowners along the pipeline route, the government

relations specialists on the PennEast Project team contacted state, county, municipal and

other local officials, state legislators, and congressional delegation members and/or their

staffs, to apprise them of the PennEast Project. In conjunction with those contacts,

PennEast prepared preliminary maps and fact sheets outlining the purpose of the

PennEast Project and the location of proposed facilities. PennEast representatives

solicited input from interested stakeholders and utilized that feedback as the facility

design process evolved.

In order to enable local, state and federal government officials to effectively

represent their constituents and serve as advocates for their concerns, PennEast notified
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various officials prior to making written notification to affected landowners. The

briefings of the aforementioned officials and staffs allowed them to be informed in

anticipation of possible phone calls or emails from constituents. These briefings with

officials began in September and October 2014, open houses were held in November

2014, informational meetings were held in January, April and June 2015, and FERC’s

scoping meetings were held in February 2015.

C. State and Federal Regulatory Agencies

The PennEast Project team has reached out to federal and state regulatory officials

and agencies from the outset of PennEast Project development. Contacts occurred as

early as August 2014, and the PennEast Project environmental team has worked with

Commission Staff to schedule federal and state interagency meetings. Just as input from

landowners and public officials has been utilized to inform facility design, the feedback

received from regulatory agencies has also been used in a similar fashion. As with other

outreach activities, PennEast’s overarching goal is to submit a comprehensive certificate

application that adequately supports the need for the PennEast Project, demonstrates

mitigation of the Project’s impacts and is responsive to affected stakeholder input

received.

D. Affected Landowner Outreach

Shortly after the sessions with public officials, PennEast mailed letters to affected

landowners along the Project’s 400-foot wide proposed study corridor to describe the

PennEast Project and to provide information about their rights as landowners, consistent

with the FERC’s landowner outreach process. Each letter contained a description of the

PennEast Project and an indication that the recipient’s property might be directly affected

by the PennEast Project. Maps of the anticipated areas of impact were also included. In
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addition, each letter contained the PennEast Project’s toll-free telephone number and a

general description of what landowners should expect from PennEast, in terms of future

survey requests and survey activities. Another letter was subsequently mailed to

landowners formally requesting survey permission for the right-of-way for the proposed

pipeline and related facilities. Further communication with affected landowners

continues as the proposed route is finalized.

E. Stakeholder Communications: Mailings and Websites

In order to provide current information on the PennEast Project and facilitate

involvement by stakeholders, regular communications by mailings are provided to

affected landowners as well as to public officials and other interested parties. Mailings

have included, for example, maps, survey brochures and introductory letters to

landowners as well as fact sheets and question-and-answer documents to address

questions and concerns of stakeholders. Updates will be sent to landowners and

stakeholders at appropriate Project milestones.

Additionally, the PennEast Project website (www.penneastpipeline.com) was

published prior to landowner outreach and before the commencement of the Pre-filing

process. Generally, the website contains an overview of the Project including

information on the proposed route and timeline, information about permitting and siting

as well as the FERC’s processes, PennEast’s FERC filings in Docket No. PF15-1-000,

public meeting notices including locations, and answers to frequently asked questions.

The website also contains hyperlinks to FERC’s e-Library and to the PDF version of

FERC’s informational brochure entitled, “An Interstate Natural Gas Facility on My

Land? What Do I Need to Know?” as well as information and fact sheets about the

Project, environmental stewardship, and pipeline construction, safety and inspection.
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Additionally, the website includes an interactive mapping tool and a Contact Us section,

which includes the designated toll-free telephone number and email address. PennEast

has also updated the website to address stakeholder comments, such as creation of a new

section showing previous alternatives relative to the current preferred alternative and a

textual description of the previous alternative. The toll-free number and the website

address have been and will continue to be referenced in stakeholder communications.

As discussed above, four open houses were held in November 2014 and 15

informational sessions for impacted landowners in select areas were held in January,

April and June 2015. As the PennEast Project advanced, notices of informational open

houses were posted on the PennEast Project’s website as well as news articles and other

timely information resources. In addition, PennEast’s monthly reports were posted along

with draft resource reports and appendices.

F. Informational Meetings and Open Houses

As discussed herein above, in an effort to provide timely PennEast Project

information to landowners, public officials and the general public, the PennEast Project

team conducted open houses and informational meetings. Public officials and affected

landowners were invited to attend both the informational meetings and open houses.

Additionally, the open houses were advertised in local newspapers, inviting the general

public to attend. At each of the meetings, representatives from multiple disciplines

within the Project team (e.g. right-of-way (“ROW”), environmental, engineering,

construction, regulatory, stakeholder outreach, and government relations) were on hand

to answer questions. These informational and open house meetings are designed to be

interactive and are invaluable for the PennEast Project team because they were able to

hear firsthand from interested stakeholders and respond to important questions about the
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ROW, easements, land records, pipeline safety, construction activities and other areas of

interest about the Project. The following is a description of the format and the type of

information provided at these meetings:

i. overview of the PennEast Project, aerial and topographical maps,

and information stations staffed by team members from various

disciplines;

ii. sign-up sheets and follow-up sheets related to individual

landowner inquiries;

iii. handouts containing PennEast Project overviews, and information

regarding pipeline safety, construction activities, ROW easement

agreement process, timelines, tables of required permits, and

PennEast Project team contact information; and

iv. copies of “An Interstate Natural Gas Facility on My Land? What

Do I Need to Know?,” additional information about pipeline safety

and environmental mitigation measures, and smaller-scale

PennEast Project corridor maps.

G. FERC Site Visits and Scoping Meetings

FERC conducted scoping meetings during the month of February 2015 in

Bethlehem, Pennsylvania; Jim Thorpe, Pennsylvania; Wilkes-Barre, Pennsylvania; West

Trenton, New Jersey; and Hampton, New Jersey. In addition to FERC’s official

notifications, public officials and affected landowners were notified in writing by

PennEast in advance of FERC’s scoping meetings. Letters contained general descriptions

of the purpose of the scoping meetings. PennEast Project team members were on hand an
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hour before the scoping meetings commenced to provide information to stakeholders.

PennEast filed comprehensive responses to questions raised during the scoping period

and posted those responses on the PennEast Project website.

H. Summary

Since August 2014, PennEast has fielded more than 1,100 email and telephone

inquiries, as well as had more than 200 other communications, including meetings,

presentations and telephone conversations with government officials and non-

governmental organizations. PennEast also conducted multiple meetings with landowner

groups. Additionally, from August 2014 through July 2015, PennEast has sent over

6,000 letters to landowners and stakeholders along the proposed route providing

information regarding the PennEast Project, the Pre-filing review process, open houses,

stakeholder meetings, as well as where PennEast Project information can be found, and

encouraging their participation. All these efforts that were designed to inform,

communicate and receive feedback, have resulted in dozens of modifications to the

PennEast proposed route. Through an inclusive consultation process with affected

stakeholders, PennEast has developed a technically feasible pipeline route that represents

the balance between the number of landowners affected, impact to the environment, and

constructability requirements and safety regulations, while also meeting customer needs

and creating economic development opportunities for communities. PennEast will

continue these communications and outreach efforts throughout the Application review

process.
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VIII.
SUPPLY

PennEast proposes only to provide open-access transportation service on the

PennEast Project and, accordingly, PennEast’s shippers are responsible for obtaining

supplies to be transported on the capacity created by the Project.

IX.
RATES

A. Recourse and Negotiated Rates

The calculation of PennEast’s initial rates for service is detailed in Schedules 1

through 9 of Exhibit P and described in this Article IX, Section B, below. PennEast’s

proposed maximum monthly reservation recourse rate for Rate Schedule FTS is $16.0799

per Dth per month of Maximum Daily Quantity (“MDQ”) and recourse usage rate of

$0.0024 per Dth. PennEast proposes that the usage rate for service under Rate Schedules

ITS and PAL will be the 100% load factor derivative of the FTS service rate. PennEast’s

proposed maximum usage rate for Rate Schedule ITS is $0.5310 per Dth delivered and

for Rate Schedule PAL is $0.5310 per Dth/d.

PennEast has allocated $10 million of its cost of service to interruptible services.

Consistent with Commission policy, PennEast has not proposed to share interruptible

revenues with its shippers.19

In addition to the rates for the firm and interruptible services provided, applicable

charges and surcharges include in-kind fuel retainage, referred to as the Fuel Retainage

Quantity, for fuel and lost and unaccounted-for gas (“L&U”). The initial fuel retainage

percentage and L&U percentage for the Project facilities are 0.81% and 0.00%,

19 See Gulf Shore Energy Partners, LP, 142 FERC ¶ 61,227 at P 14 (2013) (citing Fayetteville Express, at P
29; Midcontinent Express Pipeline LLC, 124 FERC ¶ 61,089, at P 93 (2008); Cameron Interstate Pipeline,
LLC, 117 FERC ¶ 61,297 at P 22 & n.22 (2006)).
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respectively. The calculation of the these percentages are set forth in Exhibit Z-2, and an

explanation of how PennEast will annually update these periodic rate adjustment

components is contained in Article XI, Section D below. PennEast is proposing an initial

L&U percentage of zero percent (0.00%) because prior to placing the proposed facilities

into service, PennEast has no basis for calculating lost and unaccounted-for quantities. In

its first rate adjustment filing after placing the facilities into service, PennEast will

determine an L&U percentage. The Commission previously has approved an initial L&U

percentage of zero.20

PennEast will provide service to the Project shippers at negotiated rates in

accordance with the negotiated rate authority set forth in Section 3.1 of Rate

Schedule FTS and Section 24 of the General Terms and Conditions of PennEast’s

proposed Tariff. PennEast will file tariff records reflecting its negotiated rate agreements

with its shippers within 30 to 60 days prior to when the underlying negotiated rates are

proposed to become effective.

B. Cost of Service and Rate Design

PennEast’s cost of service is based on the total capital costs for the proposed

Project, as presented in Exhibit K to this Application. PennEast then calculates its

proposed recourse rates based on this cost of service and on billing determinants that

reflect the total mainline design capacity of the PennEast system and imputed

interruptible determinants.

As described in Exhibit P, Schedule 1, the rate derivation for the initial recourse

rates shown in Column (B) on Schedule 1 includes a proposed mainline depreciation rate

20 Eastern Shore Natural Gas Company, 145 FERC ¶ 62,153 at p. 5-6 (2013).
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of 2.75%, a 35% federal income tax rate and a 9.45% aggregate state income tax rate.

The rate derivation includes a proposed overall rate of return of 10.8% based on

PennEast’s expected 40% debt and 60% equity capital structure with a debt cost of 6.00%

and a return on equity (“ROE”) of 14.0%.

The expected capital structure for PennEast is reflective of the large capital

expenditure necessary to construct the Project facilities, which, in turn, will result in a

large non-recourse placement of debt in the debt markets. PennEast’s weighted average

cost of capital under its proposed capital structure is 10.8%, which is consistent with the

range that the Commission has found acceptable for new greenfield pipelines.21

PennEast proposes a 14.0% ROE, which the Commission also has found acceptable for

new greenfield pipelines.22

The PennEast Project, as proposed, is a significant greenfield pipeline project.

While almost all of the 1,107,000 Dth/d of capacity proposed for the Project has been

subscribed by the Project shippers, 117,000 Dth/d of the Project capacity remains

unsubscribed. Nevertheless, PennEast’s proposed recourse rates are based on billing

determinants that assume the 1,107,000 Dth/d is fully subscribed and assumes an

additional subscription of approximately $10 million in annual interruptible revenue,

creating increased investment risk for the sponsoring owners. Moreover, considering that

the Project’s shippers have committed to 15-year contract terms and a portion of the

Project capacity remains unsubscribed, the sponsoring owners have taken on further

21 See ETC Tiger at P 26 (approving a weighted average cost of capital of 11.375% based on an ROE of
14% and an assumed cost of debt of 8.75%); Bison Pipeline LLC, 131 FERC ¶ 61,013 (2010) (approving a
weighted average cost of capital of 11% based on an ROE of 14% and an assumed cost of debt of 8%);
Fayetteville Express at P 28 (approving a weighted average cost of capital of 11.375% based on an ROE of
14% and an assumed cost of debt of 8.75%); Ruby at P 53 (approving a weighted average cost of capital of
11.18% based on an ROE of 14% and an assumed cost of debt of 9.3%).

22 Id.
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investment risk due to PennEast’s proposed 2.75% aggregate depreciation rate, which

approximates a Project useful life of 40 years for pipeline and 25 years for compression

and metering facilities, respectively, that both greatly exceed the primary terms of the

firm commitments underlying the Project capital investment. Other new greenfield

pipelines with approved overall rates of return that equal the 14.0% return on equity that

PennEast proposes here have proposed rates based upon a shorter project life.23

In light of the large capital investment risk undertaken by the sponsoring owners

of PennEast, with respect to the magnitude of the $1.13 billion capital investment itself

and the fact there is unsubscribed capacity, and with respect to the cost of service and rate

design factors underlying PennEast’s proposed recourse rates, PennEast’s proposed

weighted average cost of capital of 10.8% and related ROE of 14.0% are reasonable and

should be approved.24

C. Fuel Rates

Consistent with the Commission’s policy on fuel use recovery, PennEast proposes

an in-kind system fuel retention with an annual tracker mechanism. As with its recourse

rates, the fuel reimbursement mechanism imbedded in PennEast’s Tariff is designed to

23 See, e.g., ETC Tiger at P 26 (approving a weighted average cost of capital of 11.375%; an ROE of 14%;
and ETC Tiger’s requested depreciation expense (see Abbreviated Application of ETC Tiger Pipeline,
LLC, Docket No. CP10-459-000 at p. 14, n.17 (Jun. 15, 2010) (stating that the proposed depreciation
expense was calculated using a depreciation rate of 3%)), which equates to a project life of approximately
33 years); Fayetteville Express at PP 11, 28 (approving a weighted average cost of capital of 11.375%; an
ROE of 14%; and a depreciation rate of 3%, which equates to a project life of approximately 33 years);
Ruby at P 43 (approving a weighted average cost of capital of 11.18%; an ROE of 14%; and a depreciation
rate of 2.86%, which equates to a project life of approximately 35 years).

24 PennEast anticipates that any certificate issued in this proceeding will include the customary condition
requiring the filing of a post in-service cost and revenue study. As the Commission has stated, the purpose
of the cost and revenue study requirement is for the Commission and the public to review the new
pipeline’s original cost of service and rate design assumptions and estimates, upon which the new
pipeline’s initial rates are based, to determine whether the new pipeline is over-recovering its cost of
service with its approved initial rates. See Tennessee Gas Pipeline Company, L.L.C., et al., 147 FERC ¶
61,196 at P 50 (2014); Maritimes & Northeast Pipeline, L.L.C., 81 FERC ¶ 61,166, p. 61,726 (1997).
Accordingly, PennEast’s rate design assumptions can be reconsidered in the Commission’s customary cost
and revenue process.
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recover fuel use and L&U on a system-wide basis, as a percentage of scheduled receipts.

Each year, PennEast will make a fuel tracker filing pursuant to Section 4 of the NGA to

true-up any differences between the fuel retained from shippers and the actual fuel

consumed and L&U.

D. AFUDC Representation

PennEast hereby provides its statement representing that the Allowance for Funds

Used During Construction (“AFUDC”) accruals included in the cost of the Project,

reflected in Exhibit K hereto, are in compliance with the Commission’s policy on

AFUDC accruals as set forth in the Docket No. AD10-3-000 proceeding.25 PennEast

began accruing AFUDC for the Project on June 1, 2014, and in accordance with the

Commission’s AFUDC policy, PennEast hereby affirms that it had begun to incur capital

expenditures for the Project on that date and that activities necessary to develop the

Project for its intended use were in progress at that time.

X.
COSTS AND FINANCING

PennEast estimates that the total capital cost of constructing its new natural gas

pipeline system, including the compressor station, metering and regulating stations and

appurtenant facilities will be approximately $1.13 billion. This cost estimate is detailed

in Exhibit K. PennEast initially will capitalize the Project with 100% equity but

anticipates financing 40% of the total cost of the PennEast Project with non-recourse

debt, with the cost of this debt estimated to be 6.0%.26 On Schedule 3 in Exhibit L to this

Application, PennEast reflects in column (B) the total construction charges for the

25 Southern Natural Gas Co., et al., 130 FERC ¶ 61,193 (2010); see also Texas Eastern Transmission, LP,
131 FERC ¶ 61,164 (2010).

26 See Constitution Pipeline Co., LLC, 149 FERC ¶ 61,199 at PP 48-49 (2014).
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Project. The pro forma balance sheet in Schedule 5 reflects the total capital costs for the

proposed Project in column (B) and the associated 40% debt and 60% equity anticipated

by PennEast for the capital necessary for the Project. The financing details are contained

in Exhibit L.

XI.
TARIFF

As part of this Application, PennEast is requesting approval of the Tariff

contained in Exhibit P. The Tariff contains the General Terms and Conditions and the

Rate Schedules and associated form of service agreement for each service under which

PennEast’s services will be offered. PennEast prepared the proposed Tariff in

conformance with the requirements of Parts 154 and 284 of the Commission’s

regulations,27 in full compliance with Commission-approved North American Energy

Standards Board (“NAESB”) standards in effect as of the date hereof, and consistent with

the Commission’s open-access polices and precedent. The proposed Tariff is fully

compliant with Order Nos. 63628 and 637,29 including offering, among other items,

27 18 C.F.R. Parts 154 and 284 (2015).

28 Pipeline Service Obligations and Revisions to Regulations Governing Self-Implementing Transportation
and Regulation of Natural Gas Pipelines After Partial Wellhead Decontrol, Order No. 636, FERC Stats. &
Regs. Regulations Preambles ¶ 30,939 (1992), 57 Fed. Reg. 13,267 (Apr. 16, 1992), order on reh’g, Order
No. 636-A, FERC Stats. & Regs. Regulations Preambles ¶ 30,950 (1992), 57 Fed. Reg. 36,128 (Aug. 12,
1992), order on reh’g, Order No. 636-B, 61 FERC ¶ 61,272 (1992), 57 Fed. Reg. 57,911 (Dec. 8, 1992),
reh’g denied, 62 FERC ¶ 61,007 (1993), aff’d in part and remanded in part sub nom., United Distribution
Co. v. FERC, 88 F.3d 1105 (D.C. Cir. 1996), order on remand, Order No. 636-C, 78 FERC ¶ 61,186
(1997), cert. denied, 520 U.S. 1224 (1997), reh’g denied, Order No. 636-D, 83 FERC ¶ 61,210 (1998), 63
Fed. Reg. 30,127 (June 3, 1998).

29 Regulation of Short-Term Natural Gas Transportation Services and Regulation of Interstate Natural Gas
Transportation Services, Order No. 637, FERC Stats. & Regs. [Regs. Preambles 1996-2000] ¶ 31,091
(2000), 65 Fed. Reg. 10,156 (Feb. 25, 2000), order on reh’g, Order No. 637-A, FERC Stats. & Regs.
[Regs. Preambles 1996-2000] ¶ 31,099 (2000), 65 Fed. Reg. 35,706 (June 5, 2000), reh’g denied, Order
No. 637-B, 65 Fed. Reg. 47,284 (Aug. 2, 2000), 92 FERC ¶ 61,062 (2000), aff’d in part and remanded in
part, Interstate Natural Gas Assoc. of Am. v. FERC, 285 F.3d 18 (D.C. Cir. 2002), order on remand, 101
FERC ¶ 61,127 (2002) (“Order No. 637”).



36

secondary point rights, segmentation rights and provisions to effectuate capacity release

transactions, as discussed in more detail below.

A. Description of Services

PennEast will provide its transportation services on an unbundled, open-access

basis under terms and conditions that are not unduly discriminatory. PennEast’s Tariff

includes firm transportation service under Rate Schedule FTS. PennEast’s Rate Schedule

FTS provides customers with the right to deliver gas to PennEast at the primary receipt

point on a firm basis and receive gas from PennEast at a primary delivery point up to the

MDQ. The firm service offered will give shippers certainty as to their ability to transport

gas and the assurance that such capability will be available to them at the highest

scheduling priority on the system.

In addition to firm transportation service, PennEast’s Tariff provides for

interruptible transportation service under Rate Schedule ITS and parking and lending

service under Rate Schedule PAL. Rate Schedule ITS allows shippers to obtain

transportation service on an as-needed and as-available basis by tendering gas for

delivery to PennEast up to the shipper’s MDQ and only paying for the service received.

The parking service under Rate Schedule PAL is an interruptible service that allows a

shipper to deliver gas quantities at a receipt point that will remain on the PennEast

pipeline system until returned to the shipper. The lending service under Rate Schedule

PAL is an interruptible service that allows a shipper to receive quantities of gas from

PennEast at a delivery point and subsequently return the loaned gas to PennEast.

Interruptible service will only be available to the extent that capacity is available from

day to day and from time to time during the gas day, under current conditions and will be

provided in accordance with the priorities set forth in the General Terms and Conditions.
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B. Compliance with Commission Requirements

PennEast’s Tariff complies with the requirements of Order No. 58730 and Order

No. 637,31 and accordingly, PennEast will furnish its services on an open-access basis,

under non-discriminatory terms and conditions. PennEast will also make the appropriate

arrangements to transmit and receive information on an electronic basis for all

transactions, and PennEast will provide all information required by the Commission

through an electronic bulletin board.32

C. Gas Quality

With respect to requirements set forth in FERC’s Policy Statement on Provisions

Governing Natural Gas Quality and Interchangeability in Interstate Natural Gas

Pipeline Company Tariffs, PennEast has included as Exhibit Z-4 hereto, a chart showing

“relevant information about the gas quality and interchangeability specifications of

interconnecting pipelines and of the competing pipelines serving customers to be served

30
Standards for Business Practices of Interstate Natural Gas Pipelines, Order No. 587, FERC Stats. &

Regs. ¶ 31,038 (1996), 61 Fed. Reg. 39,053 (July 26, 1996), Order No. 587-B, FERC Stats. & Regs. ¶
31,046 (1997), 62 Fed. Reg. 5,521 (Feb. 6, 1997), Order No. 587-C, FERC Stats. & Regs. ¶ 31,050 (1997),
62 Fed. Reg. 10,684 (Mar. 10, 1997), Order No. 587-G, FERC Stats. & Regs. ¶ 31,062 (1998), 63 Fed Reg.
20,072 (Apr. 23, 1998), Order No. 587-H, FERC Stats. & Regs. 1 31,063 (1998), 63 Fed. Reg. 39,509 (July
23, 1998), Order No. 587-1, FERC Stats. & Regs. ¶ 31,067 (1998), 63 Fed. Reg. 53,565 (Oct. 6, 1998),
order on reh’g, Order No. 587-K, FERC Stats. & Regs. 1f 31,072 (1999), 64 Fed. Reg. 17,276 (Apr. 9,
1999), Order No. 587-M, FERC Stats. & Regs. ¶ 31,114 (2000), 65 Fed. Reg. 77,285 (Dec. 11, 2000),
Order No. 587-N, FERC Stats. & Regs. ¶ 31,125 (2002), 67 Fed. Reg. 11,906 (Mar. 18, 20002), Order No.
587-O, FERC Stats. & Regs. ¶ 31,129 (2002), 67 Fed. Reg. 30,788 (May 8, 2002), Order No. 587-R, FERC
Stats. & Regs. ¶ 31,141 (2003), 68 Fed. Reg. 13,813 (Mar. 21, 2003), Order No. 587-S, FERC Stats. &
Regs, ¶ 31,179 (2005), 70 Fed. Reg. 28,204 (May 17, 2005), Order No. 587-T, 126 FERC ¶ 61,129 (Feb.
24, 2009), Order No. 587-U, 130 FERC ¶ 61,212 (Mar. 24, 2010), Order No 587-V, 140 FERC ¶ 61,036
(July 19, 2012) (“Order No. 587”), 18 C.F.R. § 284.12(a) (2014) (incorporation by reference of NAESB
standards).

31
Order No. 637.

32 See Section 2 of the General Terms and Conditions of the Tariff.
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directly by” PennEast.33 Specifically, the chart shows the gas quality provisions of

PennEast in comparison to the existing gas quality specifications of Transco, Columbia

Gas, Texas Eastern and Algonquin. PennEast derived its proposed gas quality

specifications by considering the gas quality specifications of the natural gas being

delivered to PennEast at various receipt point interconnections in the eastern Marcellus

region and the requirements that PennEast must meet in delivering gas into downstream

pipeline markets. PennEast also considered the gas quality needs for end-use delivery

points on its system. PennEast’s goal in deriving its proposed quality specifications was

to ensure that gas flowing on PennEast will be compatible, to the maximum extent

possible, with the gas quality specifications of upstream and downstream pipeline

systems and gas quality needs of directly connected end-users.

D. Periodic Rate Adjustments

PennEast proposes to use an in-kind fuel tracking mechanism, referred to as its

Fuel Retainage Quantity, to recover fuel and L&U. The initial Fuel Retainage Percentage

will be 0.81%, calculated using engineering principles and manufacturer’s specifications

for the proposed compressor engines. The initial L&U Percentage will be 0.00%.

PennEast will re-determine the Fuel Retainage Percentage and the L&U Percentage by

dividing PennEast’s projection of fuel usage and any lost and unaccounted for gas for the

12-month period beginning June 1, plus any under-collections and less any over-

collections for the prior period, by PennEast’s projection of applicable throughput for the

same 12-month period. PennEast will make annual filings with the Commission to

33 Policy Statement on Provisions Governing Natural Gas Quality and Interchangeability in Interstate
Natural Gas Pipeline Company Tariffs, 115 FERC ¶ 61,325 at P 45 (2006) (“Gas Quality Policy
Statement”).
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restate it Fuel Retainage Quantity to be effective on November 1 of each year after the

pipeline is placed in service.

XII.
OTHER APPLICATIONS

With the exception of the instant Application, PennEast knows of no other

applications pending or required before the Commission under the NGA for the proposed

Project or which affect the Application. PennEast will require other federal, state and

local authorizations or permits for the proposed facilities. A listing of the particular

permits and approvals required (to the extent that the state or local permits or approvals

do not conflict the Commission’s certificate and associated conditions) is included in

Table 1.12-1 of Resource Report 1, Exhibit F-I. All of the required Federal

Authorizations, including those delegated to a state authority, are set forth in Exhibit J

attached hereto.

XIII.
FORM OF NOTICE

In accordance with Section 157.6(b)(7) of the Commission’s regulations,

PennEast has included herewith a Form of Notice of this Application suitable for

publication in the Federal Register.

XIV.
LIST OF EXHIBITS

Pursuant to Section 157.6(b)(6) of the Commission’s regulations, set forth below

is the listing of exhibits which are included, unless stated otherwise, in this Application in

compliance with Sections 157.5 through 157.18.
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Exhibit A Article of Incorporation and Bylaws

Attached.

Exhibit B State Authorization

Attached.

Exhibit C Company Officials

Attached.

Exhibit D Subsidiaries and Affiliation

Attached.

Exhibit E Other Pending Applications and Filings

This information is contained in Article XII of this Application.

Exhibit F Location of Facilities

Attached.

Exhibit F-I Environmental Report

Attached hereto in Volumes II through III. Resource Report Nos. 1
through 12 as specified in Sections 380.3 and 380.12 of the
Commission’s regulations are included herewith. Volumes II-A and
II-B contain the public version of Exhibit F-I. Volume III, which
contains privileged and confidential information and is accordingly
labeled “Contains Privileged Information – Do Not Release,” includes
Appendix F (Project Landowner List), Appendix G (certain portions
of Agency Correspondence), and Appendix J (Cultural Resources
Information) to Exhibit F-I. Volume IV, which is marked “Contains
Critical Energy Infrastructure Information—Do Not Release,”
includes Appendix B (Plot Plans) to Exhibit F-I.
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Exhibit G
through G-II

Flow Diagrams and Flow Diagram Data

Attached hereto in Volume IV and marked “Contains Critical Energy
Infrastructure Information—Do Not Release.” The electronic versions
of the hydraulic flow models supporting Exhibits G through G-II are
available in electronic form only and are contained in Volume III and
marked “Contains Privileged Information – Do Not Release.”
PennEast also requests privileged treatment as CEII of these hydraulic
flow models.

Exhibit H Total Gas Supply

Not applicable. PennEast will provide only open-access,
transportation-related services.

Exhibit I Market Data

Attached. This exhibit includes a copy of the PennEast precedent
agreements, which contain privileged information, and is included in
Volume III and marked “Contains Privileged Information – Do Not
Release.”

Exhibit J Federal Authorizations

Attached. This exhibit identifies the following: each federal
authorization that the Project will require; the federal or state agency
or officer that will issue each required authorization; the date each
request for authorization was submitted; why any request was not
submitted and the date submission is expected; and the date by which
final action on each federal authorization has been requested or is
expected.

Exhibit K Cost of Facilities

Attached.

Exhibit L Financing

Attached.
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Exhibit M Construction, Operation and Management

Attached. The proposed Project facilities will be constructed by
independent contractors. UGI Energy Services will perform
construction management and related administrative services for the
Project pursuant to the Project Management Agreement, which is
included in Exhibit M. Once the pipeline is constructed and placed
into service, PennEast will operate the Project using its own personnel
or a third party contractor that has not yet been identified.

Exhibit N Revenues, Expenses and Income

Attached.

Exhibit O Depreciation and Depletion

Attached.

Exhibit P Rate Derivation and Tariff

Attached.

Exhibit Z-1 Form of Protective Agreement

Pursuant to 18 C.F.R. § 388.112(b)(2)(i), a proposed form of
Protective Agreement is submitted herewith.

Exhibit Z-2 Fuel Study

Attached.

Exhibit Z-3 Open Season Notice

Attached.

Exhibit Z-4 Gas Quality and Interchangeability Chart

Attached.
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XV.
REQUEST FOR WAIVERS

PennEast submits that this Application may be granted based upon the

submissions herein and without a trial-type evidentiary hearing. In accordance with Rule

801 of the Commission’s Rules of Practice and Procedure, 18 C.F.R. § 385.801,

PennEast waives oral hearing in this proceeding.

Further, PennEast requests that the Commission grant any additional waivers that

the Commission may deem necessary to grant the relief and issue the certificates and

approvals requested herein.

XVI.
SUMMARY OF AUTHORIZATIONS REQUESTED

In summary, PennEast requests that the Commission grant the following:

i. a certificate of public convenience and necessity by August 1,

2016, under Section 7(c) of the NGA and 18 C.F.R. Part 157,

Subpart A, authorizing PennEast to construct, own, and operate a

new natural gas pipeline facility, as specifically described in this

Application;

ii. a blanket certificate of public convenience and necessity by

November 1, 2015, under 18 C.F.R. Part 157, Subpart F,

authorizing PennEast to construct, operate, acquire and abandon

certain facilities following construction of the Project;

iii. a blanket certificate of public convenience and necessity by

November 1, 2015, under 18 C.F.R. Part 284, Subpart G,

authorizing PennEast to transport natural gas on behalf of others,
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on an open-access and self-implementing basis, consistent with the

Commission’s regulations and PennEast’s Tariff;

iv. approval of PennEast’s initial rates and Tariff; and

v. waivers of the Commission’s regulations and policies as set forth

herein or as deemed necessary by the Commission to grant the

relief and issue the certificates and approvals requested.

XVII.
OTHER

Pursuant to the Commission’s electronic filing guide, PennEast is eFiling this

Application and will provide two complete copies to OEP Room 62-46 and one complete

copy to OGCEP Room 101-56. Exhibits G through G-II and plot plans are found in

Volume IV and contain Critical Energy Infrastructure Information (“CEII”) regarding

system pressure and flow. Pursuant to Section 388.112 of the Commission’s regulations,

PennEast hereby requests privileged treatment of these exhibits, which are marked

“Contains Critical Energy Infrastructure Information—Do Not Release.” In addition,

PennEast is marking Volume III as privileged because it contains cultural resource

location information, landowner information, and portions of agency correspondence

from Exhibit F-I, and confidential hydraulic flow models supporting Exhibits G

through G-II. PennEast requests privileged treatment for this volume and has marked it

“Contains Privileged Information—Do Not Release.” With respect to the confidential

hydraulic models supporting Exhibits G through G-II, PennEast also requests privileged

treatment as CEII.
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XVIII.
CONCLUSION

The PennEast Project will create approximately 1,107,000 Dth/d of needed new

natural gas transportation capacity for PennEast’s shippers. The Project will provide

year-round transportation service to bring lower cost natural gas produced in the

Marcellus Shale region in eastern Pennsylvania to markets in eastern and southeastern

Pennsylvania and New Jersey markets. The Project will satisfy the needs of shippers

seeking (i) additional supply flexibility, diversity and reliability; (ii) liquid points for

trading in locally produced gas from Marcellus and Utica Shale; (iii) direct access to

premium markets in the northeast and mid-Atlantic regions; (iv) the ability to capture

pricing differentials between the various interconnected market pipelines; and (v) firm

access to the most affordable and long-lived dry gas reserves in the country.

WHEREFORE, for the foregoing reasons, PennEast respectfully requests that the

Commission issue a certificate of public convenience and necessity and blanket

certificates, approve PennEast’s pro forma FERC Gas Tariff, and issue any other

authorizations the Commission deems necessary, including applicable waivers, so that

PennEast can site, construct and operate the proposed pipeline, as discussed herein.

PennEast Pipeline Company, LLC
By: UGI Energy Services, LLC,
Its Project Manager

/s/ Anthony C. Cox
Anthony C. Cox
Project Manager

September 24, 2015
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Exhibit A
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Attached is a copy of the Limited Liability Company Certificate of
Formation of PennEast Pipeline Company, LLC dated August 11,
2014 and the Amended and Restated Limited Liability Company
Agreement with amendments thereto.







   
 

   
 

 

 

 

 

 

              

AMENDED AND RESTATED 

LIMITED LIABILITY COMPANY AGREEMENT 

OF 

PENNEAST PIPELINE COMPANY, LLC 

a Delaware Limited Liability Company 

Dated as of October 13, 2014 

              

THE SECURITIES REFERENCED IN THIS LIMITED LIABILITY COMPANY 
AGREEMENT (THIS “AGREEMENT”) HAVE NOT BEEN REGISTERED UNDER THE 
UNITED STATES SECURITIES ACT OF 1933, AS AMENDED, OR REGISTERED OR 
QUALIFIED UNDER ANY OTHER STATE OR FEDERAL SECURITIES LAWS.  SUCH 
SECURITIES MAY NOT BE OFFERED, SOLD, ASSIGNED, PLEDGED OR OTHERWISE 
DISPOSED OF AT ANY TIME WITHOUT AN EFFECTIVE REGISTRATION STATEMENT 
OR QUALIFICATION UNDER SUCH ACT AND LAWS OR AN EXEMPTION 
THEREFROM, AND COMPLIANCE WITH THE OTHER SUBSTANTIAL RESTRICTIONS 
ON TRANSFERABILITY SET FORTH HEREIN.  THEREFORE, MEMBERS MAY NOT BE 
ABLE TO READILY LIQUIDATE THEIR INVESTMENTS.  THERE IS NO TRADING 
MARKET FOR THE SECURITIES REFERENCED IN THIS AGREEMENT, AND IT IS NOT 
ANTICIPATED THAT ONE WILL DEVELOP. 

THE SECURITIES REFERENCED IN THIS LIMITED LIABILITY COMPANY 
AGREEMENT ARE SUBJECT TO CONDITIONS AND RESTRICTIONS ON TRANSFER 
SET FORTH HEREIN AND CERTAIN RESTRICTIONS ON VOTING RIGHTS. 
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AMENDED AND RESTATED 
LIMITED LIABILITY COMPANY AGREEMENT 

OF 
PENNEAST PIPELINE COMPANY, LLC 

THIS AMENDED AND RESTATED LIMITED LIABILITY COMPANY 
AGREEMENT (this “Agreement”) of PennEast Pipeline Company, LLC, a Delaware limited 
liability company (the “Company”), dated as of October 13, 2014 (the “Effective Date”), is 
adopted, executed and agreed to by the undersigned Members of the Company.  Capitalized 
terms used herein shall have the meanings set forth in Article 2 unless otherwise defined herein.  

WHEREAS, AGL, NJR, SJI and UGI (the “Original Members”) formed the Company for 
the purpose of engaging in the Pipeline Business; and 

WHEREAS, at the time of the formation of the Company, on August 11, 2014, the 
Original Members entered into a Limited Liability Company Agreement; and 

WHEREAS, since the formation of the Company, additional parties have acquired 
interests in the Company and are now Members of the Company; and  

WHEREAS, the parties now desire to amend and restate the Limited Liability Company 
Agreement of the Company in its entirety as provided herein; and. 

WHEREAS, the execution and delivery of this Agreement is necessary and appropriate to 
establish the rights and obligations of the parties with respect to the Company. 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged, the parties hereto intending to be legally bound agree as 
follows: 

ARTICLE 1 
ORGANIZATIONAL MATTERS 

1.1. Formation.  The Company was formed upon the filing of the Certificate of 
Formation (the “Certificate”) with the Secretary of State of the State of Delaware on 
August 11, 2014, under and pursuant to the Act.  The Members hereby agree that during the 
Term, the rights and obligations of the Members with respect to the Company will be determined 
in accordance with the terms and provisions of this Agreement, the Certificate and the Act 
(except where the Act provides that such rights and obligations specified in the Act shall apply 
“unless otherwise provided in a limited liability company agreement” or words of similar effect 
and such rights and obligations are set forth in this Agreement).  Notwithstanding anything 
herein to the contrary, the Members shall not have the rights described in Section 18-210 of the 
Act (entitled “Contractual Appraisal Rights”), which shall not apply to this Agreement.  Each 
Member represents and warrants to the other that on or prior to the Effective Date, such Member 
has not caused the Company to conduct any operations, acquire any assets or incur or agree to 
incur any obligations or liabilities other than as set forth in the Certificate. 
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1.2. Name.  The Company’s name is “PennEast Pipeline Company, LLC”.  The 
Company’s business shall be conducted in the Company’s name or in any other name approved 
by the Board.  If the law of a jurisdiction where the Company does business requires the 
Company to do business under a different name, the Company’s business in such jurisdiction 
may be conducted under such other name or names as the Board may select. 

1.3. Purpose.  Subject to the terms of this Agreement, the purpose of the Company 
shall be to engage in the Pipeline Business and to engage in any lawful act or activity for which 
limited liability companies may engage under the Act and other applicable laws in furtherance 
of, ancillary to or in connection with such Pipeline Business.  The Company shall have all 
powers and privileges granted by the Act, any other law or this Agreement, including incidental 
powers thereto, to the extent that such powers and privileges are necessary, customary, 
convenient or incidental to engaging in the Pipeline Business. 

1.4. Registered Office and Registered Agent; Principal Place of Business. 

(a) The Company’s registered office required by the Act to be maintained in 
the State of Delaware shall be the initial registered office named in the Certificate or such 
other office (which need not be a place of business of the Company) as the Board may 
designate from time to time in the manner provided by law.  The Company’s registered 
agent in the State of Delaware shall be the initial registered agent named in the Certificate 
or such other Person or Persons as the Board may designate from time to time. 

(b) The principal place of business of the Company shall be in Wyomissing, 
Pennsylvania.  The Board, at any time and from time to time, may change the location of 
the Company’s principal place of business and may establish such additional place or 
places of business of the Company as the Board shall determine to be necessary or 
desirable. 

1.5. Foreign Qualification.  Prior to the Company conducting business in any 
jurisdiction other than Delaware, the Company shall comply, to the extent procedures are 
reasonably available, with all requirements necessary to qualify the Company as a foreign 
limited liability company in such jurisdiction.  At the request of the Board or an Officer of the 
Company, each Member agrees to execute, acknowledge, swear to, and deliver all certificates 
and other instruments conforming with this Agreement that are necessary or appropriate to 
qualify, continue, and terminate the Company as a foreign limited liability company in such 
jurisdiction; provided, that no Member shall be required to file any general consent to service of 
process or to qualify as a foreign corporation, limited liability company, partnership or other 
entity in any jurisdiction in which it is not already so qualified. 

1.6. Term.  The period of existence of the Company (the “Term”) commenced on the 
date the Certificate was filed with the Secretary of State of the State of Delaware and shall end at 
such time as the Certificate is cancelled in accordance with the terms hereof and the Act. 

1.7. Expenses.  Each Member shall bear their own costs and expenses incurred in 
connection with the consideration of their investment in the Company, the due diligence review 
of the Company, the negotiation, preparation and execution of this Agreement. 
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1.8. No State Law Partnership.  The Members intend that the Company not be a 
common law partnership or joint venture. 

1.9. Mergers and Exchanges.  Except as otherwise provided in this Agreement or 
required by law, the Company may be a party to any merger, equity exchange, consolidation, 
acquisition or other type of reorganization. 

ARTICLE 2 
DEFINITIONS AND REFERENCES 

2.1. Definitions.  When used in this Agreement, the following terms shall have the 
respective meanings assigned to them in this Section 2.1 or in the sections or other subdivisions 
referred to below:  

“Act” means the Delaware Limited Liability Company Act or any successor statute, as 
amended from time to time. 

“Additional Capital Contribution” means, with respect to any Member, any Capital 
Contribution, other than an Initial Capital Contribution, including any Required Capital 
Contributions and Elective Contributions made by such Member from time to time in accordance 
with the terms of Article 4. 

“Additional Offer” is defined in Section 11.4(b). 

“Adjusted Capital Account” means the Capital Account maintained for each Member as 
provided in Section 7.4, (a) increased by an amount equal to the amount such Member is deemed 
obligated to restore under the penultimate sentences of Treasury Regulations Sections 1.704-
2(g)(1) and 1.704-2(i)(5) as computed on the last day of the applicable Fiscal Year in accordance 
with the applicable Treasury Regulations, and (b) decreased by the adjustments provided for in 
Treasury Regulations Section 1.704-1(b)(2)(ii)(d)(4)-(6). 

“Adoption Agreement” means the agreement substantially in the form attached hereto as 
Exhibit A. 

“Affiliate” means, when used with respect to any Person, any Person directly or 
indirectly Controlling, Controlled by, or under common Control with such Person.   

“AGL” means Red Oak Enterprise Holdings, Inc., a Georgia corporation. 

“Agreement” means this Limited Liability Company Agreement, as hereafter amended, 
modified or changed from time to time in accordance with the terms hereof, including all 
Exhibits attached hereto. 

“Allocation Year” means (a) the period commencing on August 11, 2014 and ending on 
December 31, 2014, (b) any subsequent twelve (12)-month period commencing on January 1, 
and ending on December 31, (c) any portion of the periods described in clauses (a) or (b) for 
which the Company is required to allocate Profits, Losses and other items of Company income, 
gain, loss or deduction under Article 5, or (d) the period commencing on the immediately 
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preceding January 1, and ending on the date on which all Company Property is distributed to the 
Members under Article 12; provided, however, if such period is not permissible for tax purposes, 
the Tax Matters Member shall select another period that is permissible for tax purposes. 

“Alternate Manager” is defined in Section 6.3(b). 

“Alternative Proposal” is defined in Section 9.2(a). 

“Assignee” means (a) any Person that acquires an interest in any Membership Interest but 
has not been admitted as a Member in accordance with the terms of this Agreement and (b) any 
Member that is a Defaulting Member.  Any lender to a Member who forecloses or otherwise 
acquires a Membership Interest shall be an Assignee and shall not be admitted as a Member 
without the Unanimous Consent of the Board. 

“Available Cash” means, as of any date of determination by the Board with respect to 
cash distributions to be made to the Members each Fiscal Quarter, the following, without 
duplication:  (a) all revenues and other cash and cash equivalents collected or received by the 
Company from any and all sources (other than Capital Contributions) as of the end of the last 
month of the Fiscal Quarter less (b) as of the end of the last month of the Fiscal Quarter, the 
portion thereof used to pay or establish reserves for all Company expenses and costs (which 
reserves shall be established and modified from time to time by Super Majority Consent of the 
Board), including anticipated expenses and costs incurred in developing the assets of the 
Company, debt payments, operating costs, capital improvements, replacements and 
contingencies now or in the future applying to the Company’s Property; provided, however, that 
Available Cash shall not be reduced by depreciation, amortization, cost recovery deductions or 
similar non-cash expenses or allowances, and shall be increased by any reductions of cash 
reserves previously established pursuant to clause (b) of this definition.  Available Cash 
generated from Capital Contributions pursuant to Sections 4.1 and 4.2 shall not be considered 
“Available Cash” for distribution purposes. 

“Bankrupt Member” means any Member: 

(a) that (i) makes a general assignment for the benefit of creditors; (ii) files a 
voluntary bankruptcy petition; (iii) becomes the subject of an order for relief or is 
declared insolvent in any federal or state bankruptcy or insolvency proceeding; (iv) files a 
petition or answer in a court of competent jurisdiction seeking for such Member a 
reorganization, arrangement, composition, readjustment, liquidation, dissolution, or 
similar relief under any applicable law; (v) files an answer or other pleading admitting or 
failing to contest the material allegations of a petition filed against such Member in a 
proceeding of the type described in subclauses (i) through (iv) of this clause (a); or 
(vi) seeks, consents, or acquiesces to the appointment of a trustee, receiver, or liquidator 
of such Member or of all or any substantial part of such Member’s assets or properties;  

(b) against which a proceeding seeking reorganization, arrangement, 
composition, readjustment, liquidation, dissolution, or similar relief under any law has 
been commenced and ninety (90) days have expired without dismissal thereof; or 
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(c)  with respect to which, an order has been entered, without such Member’s 
consent or acquiescence, appointing a trustee, receiver, or liquidator of such Member or 
of all or any substantial part of such Member’s assets or properties and sixty (60) days 
have expired without dismissal thereof. 

“Board” is defined in Section 6.1. 

“Budget” is defined in Section 7.2(a). 

“Budget Period” means: (a) in respect of the Preliminary Budget, the period from August 
11, 2014 through to the commencement of the Construction Period; (b) in respect of the Initial 
Budget, the Construction Period; and (c) in respect of all Operating Budgets, the applicable 
Fiscal Year. 

“Budget Capital Call” is defined in Section 4.2(a). 

“Business Day” means a calendar day, other than a Saturday, a Sunday or a Federal 
holiday. 

“Capital Account” is defined in Section 7.4(a). 

“Capital Contribution” means, for any Member (or Defaulting Member) at the particular 
time in question, the aggregate of the dollar amounts of any cash contributed by such Member 
(or Defaulting Member) to the Company’s capital and the Fair Market Value of any property or 
asset contributed by such Member (or Defaulting Member) to the Company’s capital (reduced by 
any liabilities either assumed by the Company in connection with such contribution or to which 
such property is subject when contributed). 

“Capital Contribution Percentage” means, with respect to each Member or Defaulting 
Member, as of any date of determination, the ratio (expressed as a percentage) that (a) the sum of 
the aggregate amount of each such Member’s (or Defaulting Member’s) Capital Contributions as 
of such date bears to (b) the aggregate amount of all Capital Contributions of all of the Members 
(and Defaulting Members) as of such date. 

“Capital Expenditures” means costs and expenses associated with the development, 
design, engineering, procurement, construction, operation and maintenance of the Project or any 
other fixed or capital assets of the Company which pursuant to GAAP are required to be 
capitalized and subject to depletion, depreciation or amortization. 

“Certificate” is defined in Section 1.1. 

“Chairman” is defined in Section 6.6(f). 

“Change in Control” means, with respect to each Member and Assignee, except as 
otherwise provided below, any transaction or series of transactions in which any one or more 
Persons that are not Affiliates of the Member or the Assignee, as the case may be, as determined 
immediately prior to the transaction, directly or indirectly acquire, by purchase, sale, 
conveyance, assignment, gift, transfer, issuance, merger, consolidation, reorganization, equity 
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exchange, recapitalization, reorganization, operation of law, contract or otherwise, Control of the 
Member or Assignee, as the case may be; provided, that, notwithstanding anything herein to the 
contrary, it is expressly agreed that no “Change in Control” shall be deemed to have occurred if 
the Change in Control of a Member or Assignee results: (a) in any one or more Affiliates of the 
Member or Assignee, as the case may be, having ongoing Control, directly or indirectly, of the 
Member or Assignee, as the case may be, as determined immediately after the transaction; or (ii) 
from a Change in Control of any Affiliate which is a public company whose stock or equity is 
traded on a national stock exchange.  

“Collection Costs” is defined in Section 4.4(a). 

“Collection Party” and “Collection Parties” is defined in Section 4.4(a). 

“Company” is defined in the preamble to this Agreement. 

“Company Nonrecourse Liabilities” means nonrecourse liabilities (or portions thereof) 
of the Company for which no Member or any Affiliate thereof bears any economic risk of loss. 

“Company Property” or “Company Properties” means any right, title or interest of the 
Company in or to property or assets of any kind whatsoever, whether real, personal or mixed and 
whether tangible or intangible and including equity interests or other ownership interests of any 
Person and whether now in existence or owned or hereafter acquired or constructed. 

“Construction Agreements” means one (1) or more agreements to be entered into by the 
Company for the design, engineering, procurement, construction and commissioning of the 
Project and such other services as the Board may require, all in accordance with the terms and 
conditions therein, including any successor agreement(s) thereto. 

“Construction Management Agreement” means that certain Construction Management 
Agreement to be entered into by the Company and the Construction Manager pursuant to which 
the Construction Manager shall oversee and manage the Construction Agreements and provide 
such services as the Board may require, all in accordance with the terms and conditions therein, 
including any successor agreement(s) thereto. 

“Construction Manager” means the Person (other than the Company) which is party to 
the Construction Management Agreement, or any successor. 

“Construction Period” is defined in Section 7.2(b). 

“Control” (including the correlative terms “Controlling” and “Controlled by”) means, 
with respect to any Person, the possession, directly or indirectly, of the power to direct or cause 
the direction of management and policies (whether through ownership of securities, by contract 
or otherwise) of a Person.  For the purposes of the preceding sentence but without limiting the 
generality thereof, Control is deemed to exist when a Person possesses, directly or indirectly, (a) 
the ability to elect or cause the election of a majority of the board of directors, board of managers 
or other governing authority of the applicable Person, (b) in the case of a corporation, fifty 
percent (50%) or more of all classes and series of issued and outstanding capital stock entitled to 
vote for the election of the board of directors, (c) in the case of a limited liability company, 
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partnership, limited partnership or joint venture, the right to fifty percent (50%) or more of the 
distributions therefrom (including liquidating distributions), (d) in the case of a limited liability 
company, fifty percent (50%) or more of the outstanding securities of all classes and series of 
securities entitled to vote in the election of the board of managers, management committee or 
other governing authority thereof, (e) in the case of a limited partnership, the right to vote or 
designate or cause the voting or designation of a general partner thereof, or (f) in the case of any 
Person, fifty percent (50%) or more of the economic or beneficial interest therein or the right to 
receive fifty percent (50%) or more of the profits or income of such Person. 

“Conversion Notice” is defined in Section 4.2(b)(v). 

“Credit Rating” means, with respect to any Person at any date, the rating then assigned to 
such Person’s unsecured, senior long-term debt obligations (not supported by third party credit 
enhancements) by S&P or Moody’s or if such Person does not have a rating for its unsecured, 
senior long-term debt, then the rating then assigned to such Person as an issuer rating by S&P or 
Moody’s. 
 

“Credit Support” means, at the discretion of the Member providing the Credit Support, 
either (a) a guaranty from a Qualified Person or a Person that has a Net Worth that is equal to or 
greater than the Minimum Net Worth or (b) a letter of credit issued by a Qualified Issuer, in the 
case of each of the preceding clauses (a) and (b), in form and substance reasonably acceptable to 
all of the other Members and in an amount not less than the product of (i) the Total Project Costs 
(as the same may be amended from time to time) and (ii) such Member’s Membership Interest 
Percentage, provided that in the case of a letter of credit in clause (b), the costs and expenses of 
such letter of credit shall be borne by the Member providing such letter of credit. 

“Debt” means, with respect to any Person at any date, without duplication, all: (a) debt of 
such Person for borrowed money; (b) obligations of such Person for the deferred purchase price 
of property or services (other than trade payables incurred in the ordinary course of such 
Person’s business); (c) obligations of such Person evidenced by notes, bonds, debentures or other 
similar instruments; (d) debt created or arising under any conditional sale or other title retention 
agreement with respect to property acquired by such Person (even though the rights and remedies 
of the seller or lender under such agreement in the event of default are limited to repossession or 
sale of such property); provided that a lease for office equipment or a similar type of lease 
obligation shall be excluded; (e) capital lease obligations of such Person; (f) obligations of such 
Person, contingent or otherwise, as an account party or applicant under acceptance, letter of 
credit or similar facilities; (g) obligations of such Person, contingent or otherwise, to purchase, 
redeem, retire or otherwise acquire for value any capital stock or other equity interest (other than 
Membership Interests) of such Person; (h) guarantees of such Person in respect of obligations of 
the kind referred to in clauses (a) through (g) above; and (i) obligations of the kind referred to in 
clauses (a) through (h) above secured by (or for which the holder of such obligation has an 
existing right, contingent or otherwise, to be secured by) any Lien on property (including 
accounts and contract rights) owned by such Person, whether or not such Person has assumed or 
become liable for the payment of such obligation. 

“Defaulting Member” means any Member for which an Event of Default has occurred. 
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“Deficiency” is defined in Section 4.2(b)(ii). 

“Deficiency Cure Notice” is defined in Section 4.2(b)(iii). 

“Depreciation” means, for each taxable period, an amount equal to the depreciation, 
amortization, or other cost recovery deduction allowable with respect to an asset for such period 
for federal income tax purposes, except that (a) with respect to any asset the Gross Asset Value 
of which differs from its adjusted tax basis for federal income tax purposes and which difference 
is being eliminated by use of the remedial allocation method pursuant to Treasury Regulations 
Section 1.704-3(d), Depreciation for such period shall be the amount of book basis recovered for 
such period under the rules prescribed by Treasury Regulations Section 1.704-3(d)(2) and (b) 
with respect to any other asset the Gross Asset Value of which differs from its adjusted tax basis 
at the beginning of such period, Depreciation shall be an amount that bears the same ratio to such 
beginning Gross Asset Value as the federal income tax depreciation, amortization, or other cost 
recovery deduction for such period bears to such beginning adjusted tax basis, provided, 
however, that if the adjusted tax basis of an asset at the beginning of such period is zero, 
Depreciation shall be determined with reference to such beginning Gross Asset Value using any 
reasonable method selected by the Board.   

“Dispose” (including the correlative terms “Disposed” or “Disposition”) means any 
direct sale, assignment, transfer, conveyance, gift, distribution or any other disposition, whether 
voluntary, involuntary or by operation of law or otherwise, including by merger or consolidation 
or upon liquidation or dissolution, of any rights, interests or obligations with respect to all or any 
portion of a Membership Interest; provided, however, that the foregoing expressly exclude (a) 
any Disposition or other direct or indirect transfer of a Membership Interest resulting from a 
Change in Control or (b) any pledge of a Member’s Membership Interest or grant of a lien or 
security interest in a Member’s Membership Interest. 

“Effective Date” is defined in the preamble to this Agreement. 

“Elective Contribution” is defined in Section 4.2(b)(v). 

“Elective Loan” is defined in Section 4.2(b)(iii). 

“Elective Loan Cut-off Date” is defined in Section 4.2(b)(iii). 

“Elective Loan Notice” is defined in Section 4.2(b)(iii). 

“Elective Notice” is defined in Section 4.2(b)(iii). 

“Emergency Expenditures” is defined in the Project Management Agreement. 

“Event of Default” means in respect of a Member (a) a Payment Default, (b) a 
Performance Default, or (c) the occurrence of a Fundamental Event. 

“Excluded Opportunities” is defined in Section 9.1. 
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“Fair Market Value” means, with respect to any property (including a Membership 
Interest), the fair market value of such property as determined in good faith by the Board and, 
when used in connection with any contribution or distribution of any property, reduced by any 
liabilities either assumed upon such contribution or distribution or to which such property is 
subject when contributed or distributed.  If any Member disputes the Fair Market Value 
determined by the Board in a written notice to the other Members, then all of the Members shall 
agree upon the selection of an independent appraiser within thirty (30) days of such notice.  Such 
independent appraiser shall determine the Fair Market Value of the property in question, within 
thirty (30) days of being appointed, which determination shall be binding upon the Company and 
all of the Members.  For purposes hereof, if the determination of Fair Market Value is being 
made with respect to any property being contributed by a Member, the determination by the 
Board will be made without the participation of the Manager appointed by such Member. 

“FERC” means, the Federal Energy Regulatory Commission or any successor thereto. 

“FERC Certificate” means the certificate of public convenience and necessity under 
Section 7(c) of the Natural Gas Act, 15 U.S.C. § 717f(c) and all associated authorizations issued 
by FERC in response to the application filed by the Company for authority to construct, own and 
operate the Project and to provide firm transportation service thereon. 

“Fiscal Quarter” means (a) the period beginning on August 11, 2014 and ending on 
December 31, 2014, (b) any three-month period commencing on each of January 1, April 1, 
July 1 and October 1, and ending on the last date before the next such date, and (c) the period 
commencing on the immediately preceding January 1, April 1, July 1, or October 1, as the case 
may be, and ending on the date on which all Company Property is distributed to the Members 
pursuant to Article 12. 

“Fiscal Year” means (a) the period commencing on August 11, 2014 and ending on 
December 31, 2014, (b) any subsequent twelve (12)-month period commencing on January 1 and 
ending on December 31, and (c) the period commencing on the immediately preceding January 1 
and ending on the date on which all Company Property is distributed to the Members under 
Article 12; provided, however, if such period is not permissible for tax purposes, the Board shall 
select another period as the Company’s “Fiscal Year” that is permissible for tax purposes. 

“Fundamental Event” means, in respect of a Member, (a) that such Member or such 
Member’s equity owners approve of the winding up, dissolution and/or termination of the 
Member (unless the distributees of the Member’s Membership Interest are each Permitted 
Transferees) and such winding up, dissolution and/or termination is not withdrawn or cured by 
such Member or such Member’s equity owners within thirty (30) days thereafter or (b) that such 
Member becomes a Bankrupt Member. 

“Funding Deadline” is defined in Section 4.2(b)(i). 

“GAAP” means generally accepted accounting principles in effect in the United States of 
America from time to time consistently applied throughout the applicable period. 

“Gross Asset Value” means, with respect to any asset, the asset’s adjusted basis for 
federal income tax purposes, except as follows: 
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(a) The initial Gross Asset Value of any asset contributed by a Member to the 
Company shall be the gross fair market value of such asset as reasonably determined by 
the Board; 

(b) The Gross Asset Values of all Company Properties shall be adjusted to 
equal their respective gross fair market values (taking Internal Revenue Code Section 
7701(g) into account on the date determined), as reasonably determined by the Board as 
of the following times: (i) the acquisition of an additional Membership Interest by any 
new or existing Member in exchange for more than a de minimis Capital Contribution; 
(ii) the acquisition of an interest in the Company (other than a de minimis interest) as 
consideration for the provision of services to or for the benefit of the Company; (iii) the 
distribution by the Company to a Member of more than a de minimis amount of property 
as consideration for a Membership Interest; and (iv) the liquidation of the Company 
within the meaning of Treasury Regulations Section 1.704-1(b)(2)(ii)(g); provided, that 
any adjustment described in clauses (i), (ii) or (iii) of this paragraph shall be made only if 
the Board reasonably determines that such adjustment is necessary to reflect the relative 
economic interests of the Members in the Company; 

(c) The Gross Asset Value of any item of Company Properties distributed to 
any Member shall be adjusted to equal the gross fair market value (taking Internal 
Revenue Code Section 7701(g) into account) of such asset on the date of distribution as 
reasonably determined by the Board; and 

(d) The Gross Asset Values of Company Properties shall be increased (or 
decreased) to reflect any adjustments to the adjusted basis of such Company Properties 
under Internal Revenue Code Sections 734(b) or 743(b), but only to the extent that such 
adjustments are taken into account in determining Capital Accounts under Treasury 
Regulations Section 1.704-1(b)(2)(iv)(m) and subparagraph (f) of the definition of 
“Profits” and “Losses;” provided, however, that Gross Asset Values shall not be adjusted 
under this subparagraph (d) to the extent that an adjustment under subparagraph (b) is 
required in connection with a transaction that would otherwise result in an adjustment 
under this subparagraph (d). 

If the Gross Asset Value of any Company Property has been determined or adjusted 
under subparagraphs (b) or (d) above, such Gross Asset Value shall thereafter be adjusted by the 
Depreciation taken into account with respect to such Company Property for purposes of 
computing Profits and Losses. 

“Initial Budget” is defined in Section 7.2(d). 

“Initial Capital Contribution” means a Member’s Capital Contributions as described in 
Section 4.1 and set forth in Exhibit C attached hereto. 

“Interest Rate” means, on the applicable date of determination, the Prime Rate (as 
published in the “Money Rates” table of The Wall Street Journal, eastern edition) plus an 
additional ten (10) percentage points (or, if such rate is contrary to any applicable law, the 
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maximum rate permitted by such applicable law).  Interest on an Elective Loan shall compound 
quarterly. 

“Internal Revenue Code” means the Internal Revenue Code of 1986, as amended. 

“Lender” is defined in Section 11.1(a). 

“Lending Member” is defined in Section 4.2(b)(iv)(1). 

“Lien” means any of the following: mortgage; lien (statutory or other); other security 
agreement, arrangement or interest; hypothecation, pledge or other deposit arrangement; 
assignment; charge; levy; executory seizure; attachment; garnishment; encumbrance (including 
any easement, exception, reservation or limitation, right of way, and the like); conditional sale, 
title retention, voting agreement or other similar agreement, arrangement, device or restriction; 
preemptive or similar right; the filing of any financing statement under the Uniform Commercial 
Code or comparable law of any jurisdiction; restriction on Disposition; or any option, equity, 
claim or right of or obligation to any other Person of whatever kind and character; provided, 
however, that the term “Lien” excludes any of the foregoing to the extent created by this 
Agreement. 

“Loan Costs” is defined in Section 4.2(b)(iv)(2). 

 “Manager” is defined in Sections 6.1 and 6.3(b), but shall not include any Removed 
Manager. 

“Member” means any Person executing this Agreement as of the Effective Date as a 
member or hereafter admitted to the Company as a member as provided in this Agreement, but 
such term excludes any Person who has ceased to be a Member, including any Person who is an 
Assignee. 

“Member Nonrecourse Debt” has the same meaning as the term “partner nonrecourse 
debt” set forth in Treasury Regulations Section 1.704-2(b)(4). 

“Member Nonrecourse Debt Minimum Gain” has the same meaning as the term “partner 
nonrecourse debt minimum gain” set forth in Treasury Regulations Section 1.704-2(i). 

“Member Nonrecourse Deductions” means the amount of deductions, losses and 
expenses equal to the net increase during the year in Minimum Gain attributable to a Member 
Nonrecourse Debt, reduced (but not below zero) by proceeds of such Member Nonrecourse Debt 
distributed during the year to the Members who bear the economic risk of loss for such debt, as 
determined in accordance with applicable Treasury Regulations. 

“Member’s Board” is defined in Section 10.2. 

“Membership Interest” means the interest of a Member in the Company, including the 
right of such Member to receive distributions (liquidating or otherwise), to be allocated income, 
gain, loss, deduction, credit, or similar items, to receive information, vote, grant consents or 
approvals, and all other rights, benefits and privileges enjoyed by and all liabilities and 
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obligations imposed upon a Member under the Act, the Certificate, this Agreement or otherwise 
in its capacity as a Member. 

“Membership Interest Percentage” means, with respect to each Member, as of any date 
of determination, the ratio (expressed as a percentage) that (a) the total Membership Interests 
held by such Member as of such date bears to (b) the total Membership Interests issued and 
outstanding as of such date.  

“Minimum Gain” means with respect to Company Nonrecourse Liabilities, the amount 
of gain that would be realized by the Company if it Disposed of (in a taxable transaction) all 
Company Properties that are subject to Company Nonrecourse Liabilities in full satisfaction of 
such liabilities, computed in accordance with applicable Treasury Regulations. 

“Minimum Net Worth” means [three hundred fifty million dollars ($350,000,000)]. 

“Moody’s” means Moody’s Investor Services, Inc., or any successor thereto. 

“Negotiation End Date” is defined in Section 14.7(a). 

“Net Worth” means, with respect to a Member or Person, as of the most recent fiscal 
quarter end for which financials are available, (a) the total assets of such Member or Person, 
excluding goodwill as of such date, less (b) such Member’s or Person’s total liabilities as of such 
date, determined in accordance with GAAP.  

“NJR” means NJR Pipeline Company, a New Jersey corporation. 

“Non-Cash Consideration” is defined in Section 11.4(a). 

“Non-Defaulting Member” is defined in Section 4.2(b)(iii). 

“Non-Funding Member” is defined in Section 4.2(b)(ii). 

“Offered Membership Interests” is defined in Section 11.4(a). 

“Offeree” and “Offerees” are defined in Section 11.4(a). 

“Officer” is defined in Section 6.8(a). 

“Operating and Management Agreement” means that certain Operating and 
Management Agreement to be entered into by the Company and the Operator pursuant to which 
the Operator will operate and maintain the Project and provide such other services as the Board 
shall require, all in accordance with the terms and conditions therein, including any successor 
agreement(s) thereto.  

“Operating Budget” is defined in Section 7.2(d). 

“Operator” means the Person (other than the Company), which is party to the Operating 
and Management Agreement, or any successor. 



13 
  
 

“Original Members” is defined in the recitals to this Agreement. 

“Payment Cure” is defined in Section 4.4(a). 

“Payment Default” is defined in Section 4.2(b)(ii). 

“Payment Default Notice” is defined in Section 4.2(b)(ii). 

“Performance Default” means, with respect to a Member, any material breach or 
material default in the performance of or material failure to comply with any agreement, 
obligation, covenant, undertaking or representation or warranty by such Member under this 
Agreement or the Certificate (other than a Payment Default); provided, that written notice 
thereof has been received from any Officer, Manager or Member of the Company and such 
breach, default or failure has not been remedied on or prior to the expiration of any applicable 
cure period provided herein or therein or, if no such cure period is provided herein or therein, 
such period of time as is reasonable but not to exceed twenty (20) Business Days.   

“Permitted Liens” means any of the following matters: 

(a) any (i) undetermined or inchoate liens or charges constituting or securing 
the payment of expenses which were incurred incidental to maintenance or operation of 
the Company Properties and (ii) materialmen’s, mechanics’, repairmen’s, employees’, 
contractors’, operators’ or other similar liens, security interests or charges for liquidated 
amounts arising in the ordinary course of business incidental to construction, 
maintenance or operation of the Company Properties that are not due and payable and 
that will be paid in the ordinary course of business; 

(b) any liens for taxes, assessments, or other government charges that are not 
yet due and payable; and 

(c) rights reserved to or vested in any governmental authority to control or 
regulate any of the Company Properties and all applicable laws. 

“Permitted Transfer” means a direct or indirect Disposition by a Member of all or any 
portion of its Membership Interests, to one or more Permitted Transferees; provided, however, 
that,  the requirements of Sections 3.9 and 11.1(a) are satisfied with respect to such Permitted 
Transferee.  

“Permitted Transferee” means, with respect to a Member, (a) any Affiliate of the 
transferring Member, as determined immediately prior to the Disposition of Membership 
Interests, (b) any general partner of the transferring Member, or (c) any Person approved by the 
Unanimous Consent of the Board. 

“Person” is defined in Section 18-101(12) of the Act. 

“Pipeline Business” means the business of developing, designing, engineering, 
procuring, financing, constructing, owning, operating and maintaining the Project, including 
improving or constructing such expansion, interconnection and related facilities in the Territory, 
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and performing other activities or services related or ancillary thereto; provided, however, 
Pipeline Business shall not include the development and construction of (a) any gas pipelines 
(whether gathering or otherwise) within the Territory that are either upstream or downstream of 
the Project receipt or delivery points (i.e., developed and constructed for the purpose of 
delivering gas into the receipt point of the Project at the interconnection of UGI’s Auburn 
gathering system with Transcontinental Gas Pipe Line Company in Luzerne County, 
Pennsylvania or receiving gas from the delivery points of the Project near Lambertville, New 
Jersey) or (b) any non-FERC jurisdictional gathering facilities within the Territory intended to 
interconnect natural gas production into any existing pipeline, the Project, any local distribution 
company system or any natural gas storage or processing facility. 

“Pledged Interest” is defined in Section 11.1(a). 

“Pre-emptive Rights Exercise Notice” is defined in Section 11.5(a). 

“Pre-emptive Rights Notice” is defined in Section 11.5(a). 

“Principal Agreements” means, collectively, the Project Management Agreement, the 
Construction Management Agreement, the Operating and Management Agreement and the 
Construction Agreements. 

“Preliminary Budget” means the preliminary Budget attached hereto as Exhibit F. 

“Proceeding” is defined in Section 8.1. 

“Profits” and “Losses” mean, for each Allocation Year, an amount equal to the 
Company’s taxable income or loss for such Allocation Year, determined in accordance with 
Internal Revenue Code Section 703(a) (for purposes of such determination, all items of income, 
gain, loss or deduction required to be stated separately under Internal Revenue Code Section 
703(a)(1) shall be included in taxable income or loss), with the following adjustments (without 
duplication): 

(a) Any income of the Company exempt from federal income tax and not 
otherwise taken into account in computing Profits or Losses under this definition of 
“Profits” and “Losses” shall be added to such taxable income or loss; 

(b) Any expenditures of the Company described in Internal Revenue Code 
Section 705(a)(2)(B) or treated as Internal Revenue Code Section 705(a)(2)(B) 
expenditures under Treasury Regulations Section 1.704-1(b)(2)(iv)(i) and not otherwise 
taken into account in computing Profits or Losses under this definition of “Profits” and 
“Losses” shall be subtracted from such taxable income or loss; 

(c) If the Gross Asset Value of any Company Property is adjusted under 
clauses (b) or (c) of the definition of Gross Asset Value, the amount of such adjustment 
shall be treated as an item of gain (if the adjustment increases the Gross Asset Value of 
the Company Property) or an item of loss (if the adjustment decreases the Gross Asset 
Value of the Company Property) from the Disposition of such Company Property and 
shall be taken into account for purposes of computing Profits or Losses; 
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(d) Gain or loss resulting from any Disposition of Company Property with 
respect to which gain or loss is recognized for federal income tax purposes shall be 
computed by reference to the Gross Asset Value of the Company Property Disposed of, 
notwithstanding that the adjusted tax basis of such Company Property differs from its 
Gross Asset Value; 

(e) In lieu of the depreciation, amortization and other cost recovery 
deductions taken into account in computing such taxable income or loss, there shall be 
taken into account Depreciation for such Allocation Year, computed in accordance with 
the definition of Depreciation; 

(f) To the extent an adjustment to the adjusted tax basis of any Company 
asset under Internal Revenue Code Section 734(b) is required, under Treasury 
Regulations Section 1.704-1(b)(2)(iv)(m)(4), to be taken into account in determining 
Capital Accounts as a result of a distribution other than in liquidation of a Member’s 
Membership Interest, the amount of such adjustment shall be treated as an item of gain (if 
the adjustment increases the basis of the asset) or loss (if the adjustment decreases such 
basis) from the Disposition of such asset and shall be taken into account for purposes of 
computing Profits or Losses; and 

(g) Notwithstanding any other provision of this definition, any items which 
are specially allocated under Section 5.3 shall not be taken into account in computing 
Profits or Losses. 

The amounts of the items of Company income, gain, loss or deduction available to be 
specially allocated under Section 5.3 shall be determined by applying rules analogous to those 
set forth in subparagraphs (a) through (f). 

“Project” means a new interstate natural gas pipeline to extend from a receipt point at the 
southern terminus of UGI’s Auburn Interconnection with Transcontinental Gas Pipe Line 
Company in Luzerne County, Pennsylvania to delivery points near Lambertville, New Jersey 
designed with the capacity to transport up to one (1) billion cubic feet of natural gas per day for 
delivery to interstate pipelines, local distribution companies and end users along the Route. 

“Project In-Service Date” means the date that all of Company’s facilities necessary to 
provide firm transportation service to Project shippers have been constructed and are ready for 
service as determined by the Company. 

“Project Management Agreement” is defined in Section 6.2(c). 

“Project Manager” means the Person (other than the Company), which is party to the 
Project Management Agreement, or any successor. 

“Proportionate Share” is defined in Section 11.4(b). 

“PSEG” means PSEG Power Gas Holdings, LLC, a Delaware limited liability company. 

“Purchase Notice” is defined in Section 11.4(b). 
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“Purchase Price” is defined in Section 11.4(a). 

“Qualified Issuer” means a Person that maintains a Credit Rating of “A3” or higher by 
Moody’s and “A-” or higher by S&P, if such Person is rated by both Moody’s and S&P; or “A3” 
or higher by Moody’s or “A-” or higher by S&P, if such Person is rated by only S&P or 
Moody’s, in each case, or comparably rated by such organizations or any successors thereto if 
the rating system is changed or there are such successors. 

“Qualified Person” means a Person that maintains a Credit Rating of “Baa3” or higher 
by Moody’s and “BBB-” or higher by S&P, if such Person is rated by both Moody’s and S&P; or 
“Baa3” or higher by Moody’s or “BBB-” or higher by S&P, if such Person is rated by only S&P 
or Moody’s, in each case, or comparably rated by such organizations or any successors thereto if 
the rating system is changed or there are such successors. 

“Regulatory Allocations” is defined in Section 5.3(h). 

“Removed Manager” means any Manager appointed to the Board by a Member who has 
become a Defaulting Member, which Manager shall be deemed to have automatically resigned 
from their position as a Manager of the Company effective immediately upon the occurrence of 
the Event of Default by such Defaulting Member. 

“Repayment Cure Date” is defined in Section 4.2(b)(iv)(2). 

“Required Capital Contribution” is defined in Section 4.2(a). 

“Restricted Period” is defined in Section 11.3. 

“Retained Distributions” is defined in Section 4.4(a). 

“ROFR Notice” is defined in Section 11.4(a). 

“Route” means the geographic route of the Project as anticipated for the construction of 
the Project as of August 11, 2014, as the same may be modified by the Company during the 
development and construction of the Project. 

“S&P” means Standard & Poor’s Financial Services LLC, or any successor. 

“Securities Act” means the Securities Act of 1933, as amended. 

“Seller” is defined in Section 11.4(a). 

“Senior Executives” is defined in Section 14.7(a). 

“SEP” means Spectra Energy Partners, LP, a Delaware limited partnership. 

“SJI” means South Jersey Industries, a Delaware corporation. 

“Super Majority Consent” means, in respect of a required or permitted consent or approval 
of the Board at which a quorum is present, the consent or approval of one (1) or more Managers 
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entitled to vote with respect to such consent or approval in accordance with the terms of this 
Agreement that were designated by one (1) or more Members that hold at least sixty-six percent 
(66%) of the issued and outstanding Membership Interests of all Members whose Managers are 
entitled to vote with respect to such consent or approval in accordance with the terms of this 
Agreement. 

“Tax Distribution Amount” is defined in Section 5.6. 

“Tax Matters Member” is defined in Section 7.7. 

“Tax Termination” means a termination within the meaning of Internal Revenue Code 
Section 708(b)(1)(B). 

“Term” is defined in Section 1.6. 

“Territory” means within ten (10) miles of the Route. 

“Third-party Transferee” is defined in Section 11.4(a). 

“Total Amount in Default” means, as of any time with respect to any Non-Funding 
Member, (a) an amount equal to the aggregate of (i) the outstanding Deficiency(ies) that the 
Non-Funding Member has failed to pay to the Company pursuant to this Agreement, (ii) accrued 
and unpaid interest at the Interest Rate on the Elective Loan(s) then outstanding which have 
funded all or a portion of such Deficiency(ies), (iii) all Loan Costs incurred by or on behalf of 
the Lending Member(s) in connection with such Elective Loan(s), and (iv) all Collection Costs 
incurred by or on behalf of the Collection Party(ies) in connection with such Deficiency(ies), less 
(b) an amount equal to the aggregate of (i) distributions otherwise payable to the Non-Funding 
Member which are distributed to (A) the Lending Member(s) as repayment of the amounts in 
clauses (a)(i), (ii) and (iii) above and (B) the Collection Party(ies) as repayment of the amounts 
in clause (a)(iv) above, and (ii) any of such Elective Loans which have been converted to 
Elective Contributions pursuant to Section 4.2(b)(v). 

“Total Project Costs” means (a) at any time prior to the Project In-Service Date, eight 
hundred and eighty-six million dollars ($886,000,000) less the aggregate amount of Capital 
Contributions funded to the Company by the Members pursuant to Sections 4.1 and 4.2, and (b) 
on and after the Project In-Service Date, the aggregate amount of the Operating Budget for each 
Fiscal Year, in the case of each of the preceding clauses (a) and (b), as the same may be amended 
from time to time in accordance with the terms of this Agreement. 

“Transferability Period” is defined in Section 11.4(c)(i). 

“Treasury Regulations” (or any abbreviation thereof used herein) means temporary or 
final regulations promulgated under the Internal Revenue Code. 

“UGI” means UGI PennEast, LLC, a Delaware limited liability company. 
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“Unanimous Consent” means, in respect of a required or permitted consent or approval of 
the Board at which a quorum is present, the consent or approval of all of the Managers entitled to 
vote with respect to such consent or approval in accordance with the terms of this Agreement. 

“Withdraw, Withdrawing or Withdrawal” means the withdrawal, resignation or 
retirement of a Member from the Company as a member, provided, that such terms shall not 
include any Dispositions of Membership Interests (which are governed by Article 11), even 
though the Member making a Disposition may cease to be a Member as a result of the 
Disposition. 

“Withdrawal Event” means, with respect to a Member, that such Member’s Affiliate has 
terminated its precedent agreement with the Company in accordance with its terms because of a 
failure to obtain all requisite management and/or board approvals for its participation in the 
Project and assumption of the obligations set forth in the precedent agreement. 

“Withdrawn Member” is defined in Section 10.3. 

“Withdrawal Notice” is defined in Section 10.2. 

2.2 Rules of Interpretation.  Unless otherwise required by the context in which any 
term appears: 
 

(a) the singular shall include the plural; 
 
(b) references to “Articles,” “Sections,” or “Exhibits” shall be to articles, 

sections, or exhibits of this Agreement, as the same may be amended, modified, 
supplemented or replaced pursuant to the terms hereof from time to time; 

 
(c) all references to a particular Person shall include a reference to such 

Person’s successors and permitted assigns; 
 
(d) the words “herein,” “hereof” and “hereunder” shall refer to this 

Agreement as a whole and not to any particular Section or subsection of this Agreement; 
 
(e) references to this Agreement shall include a reference to all Exhibits 

hereto, as the same may be amended, modified, supplemented or replaced pursuant to the 
terms hereof from time to time; 

 
(f) references to any agreement, document or instrument shall mean a 

reference to such agreement, document or instrument as the same may be amended, 
modified, supplemented or replaced from time-to-time; 
 

(g) the use of the word “including” in this Agreement to refer to specific 
examples shall be construed to mean “including, without limitation” or “including, but 
not limited to,” and shall not be construed to mean that the examples given are an 
exclusive list of the topics covered; and 
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(h) the parties hereto collectively have prepared this Agreement, and none of 
the provisions hereof shall be construed against one party on the ground that such party is 
the author of this Agreement or any part hereof. 

 
ARTICLE 3 
MEMBERS 

3.1. Members.  The names and addresses of the Members of the Company as of the 
Effective Date are set forth in Exhibit C. 

3.2. Membership Interests.  The Company shall have one class of Membership 
Interests which shall be expressed as a percentage and may be issued in whole or fractional 
percentages.  The Membership Interests shall have the rights, preferences, privileges, restrictions 
and obligations set forth in this Agreement.  The Membership Interests shall not be divided into 
classes or series without the prior written consent of all of the Members.  The creation of any 
new series or class of Membership Interests by designation, resolution, amendment or otherwise 
shall be deemed to be an amendment or restatement of this Agreement requiring the prior written 
consent of all of the Members.  The Membership Interests shall not be certificated.  In exchange 
for the Initial Capital Contributions by AGL, NJR, SJI, UGI, PSEG and SEP as listed on Exhibit 
C, AGL, NJR, SJI, UGI, PSEG and SEP are each hereby admitted as Members of the Company 
with the Membership Interest Percentages and Capital Contribution Percentages set forth across 
from each such Member’s name on Exhibit C.  Without the consent of the Members, the Board 
may amend Exhibit C to reflect any changes thereto resulting from any Capital Contributions by 
a Member, Permitted Transfers or other Dispositions of Membership Interests, admissions of 
new Members and dilutions or upward adjustments to a Member’s Membership Interest and/or 
Capital Contribution Percentage effected in accordance with this Agreement (including Article 
11). 

3.3. Voting. 

(a) In order for the Company to determine the Members entitled to (i) notice 
of or to vote at any meeting of Members or any adjournment thereof, (ii) express consent 
to action in writing without a meeting, (iii) receive payment of any distribution and 
(iv) exercise any rights hereunder and in order to determine the allocation of votes or 
rights based on the Membership Interests held by the Members, the Board shall by Super 
Majority Consent fix a record date, which shall not precede the date upon which the 
resolution fixing the record date is adopted by the Board, and which record date shall not 
be more than sixty (60) days nor less than five (5) days before the date of such meeting or 
other action. 

(b) Except as otherwise provided in this Agreement, to the extent that the vote 
of Members may be required hereunder, the act of one (1) or more Members holding in 
the aggregate more than fifty percent (50%) of the Membership Interest Percentages 
voting based on the then-current Membership Interests of the Members entitled to vote in 
accordance with the terms of this Agreement shall be the act of the Members.  Each 
Member shall be entitled to one (1) vote for each one (1) percentage of the Membership 
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Interests held by such Member and to a fractional vote for any fractional percentage of 
the Membership Interests held by such Member. 

3.4. Additional Membership Interests and Additional Members.  The Company shall 
issue additional Membership Interests with the Unanimous Consent of the Board at such price 
and on such terms as may be agreed upon by Unanimous Consent of the Board from time to 
time.  Additional Persons may only be admitted to the Company as Members as provided for 
specifically herein.  If additional Persons, other than Permitted Transferees, are admitted to the 
Company, the Membership Interest Percentages of the then-existing Members shall be diluted on 
a pro rata basis in accordance with their respective Membership Interest Percentages at the time 
of such dilution, unless otherwise agreed upon by the Unanimous Consent of the Board. 

3.5. Liability to Third Parties.  Except as otherwise required by the Act, no Manager 
and no Member or any Affiliate, officer, director, manager, partner, employee or other agent of 
such Member, solely by reason of being a Member or a Manager or an Affiliate, officer, director, 
manager, partner, employee or other agent of such Member, shall be liable for the debts, 
obligations or liabilities of the Company or any other Member. 

3.6. Withdrawal.  Except as provided in Article 10, each Member covenants and 
agrees that it will not and shall have no right to Withdraw from the Company as a Member.  
Each Member irrevocably waives any and all rights of a resigning or withdrawing member under 
Section 18-604 of the Act in all cases, including the case of a Member’s Withdrawal under 
Article 10. 

3.7. Members Have No Agency Authority.  Except as expressly provided in this 
Agreement, no Member (in its capacity as a member of the Company) has any agency authority 
on behalf of the Company. 

3.8. Priority and Return of Capital.  Subject to Sections 4.2 and 4.4, no Membership 
Interest shall have any priority over any other Membership Interest, either as to the return of 
Capital Contributions or as to the allocation of Profits, Losses or in any distributions; provided, 
however, that this Section 3.8 shall not apply to Elective Loans (as distinguished from Capital 
Contributions) that a Member has made to the Company. 

3.9. Creditworthiness of Members. 

(a) If at any time during the Term, (i) a Member (including any new Member) 
is not a Qualified Person and such Member’s Net Worth falls below the Minimum Net 
Worth, then such Member must, within ten (10) Business Days of such occurrence, 
provide Credit Support for the benefit of the Company for all of such Member’s payment 
obligations under this Agreement.  If a Member provides Credit Support, then such 
Member shall cause the Credit Support to be maintained in full force and effect until the 
earlier of the date that (a) such Member satisfies the requirements of a Qualified Person 
or such Member’s Net Worth is equal to or greater than the Minimum Net Worth, written 
notice of which (together with reasonable supporting evidence) such Member shall 
provide to the Company and all of the other Members, and (ii) such Member is no longer 
a Member or Assignee of the Company. 
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(b) If a Member has provided Credit Support and such Member subsequently 
satisfies the requirements of a Qualified Person or such Member’s Net Worth 
subsequently is equal to or greater than the Minimum Net Worth, written notice of which 
(together with reasonable supporting evidence) such Member shall provide to the 
Company and all of the other Members, then the Credit Support provided by such 
Member shall be promptly returned by the Company to such Member and such Credit 
Support shall be cancelled, and the obligations thereunder released.  If a Member 
provides Credit Support in the form of a guaranty and at any time thereafter the guarantor 
that provided such guaranty is not a Qualified Person and does not have a Net Worth that 
is equal to or greater than the Minimum Net Worth, then such Member shall, within ten 
(10) Business Days of such occurrence, replace such guaranty with an alternative form of 
Credit Support.  If a Member provides Credit Support in the form of a letter of credit and 
at any time thereafter the Person that issued such letter of credit is not a Qualified Issuer, 
then such Member shall, within ten (10) Business Days of such occurrence, replace the 
letter of credit with an alternative form of Credit Support.    

(c) A Member that has provided Credit Support to the Company shall have 
the right, upon no less than five (5) Business Days written notice to the Company and all 
of the other Members, to replace any Credit Support then outstanding with an alternative 
form of Credit Support.  If a Member provides replacement Credit Support, the Credit 
Support being replaced by such replacement Credit Support shall be returned by the 
Company and shall be cancelled, and the obligations thereunder released, effective as of 
the date of the Company’s receipt of the replacement Credit Support.  

(d) Unless the Board by Unanimous Consent (excluding the Manager 
designated by a Non-Funding Member) decides otherwise, promptly following a Funding 
Deadline, Credit Support provided to the Company by a Non-Funding Member shall be 
drawn upon by the Company to satisfy the applicable Payment Default that remains due 
and owing by such Non-Funding Member. 

(e) At any time that a Member has provided Credit Support to the Company, 
the Company or any Member shall have the right to require that the Member providing 
the Credit Support demonstrate its continuing satisfaction of the credit requirements of 
this Section 3.9, including, as applicable, (i) that such Member satisfies the requirements 
of a Qualified Person or such Member’s Net Worth is equal to or greater than the 
Minimum Net Worth, (ii) that any Credit Support in the form of a letter of credit 
provided by such Member to the Company pursuant to this Section 3.9 is from a 
Qualified Issuer, or (iii) that any Credit Support in the form of a guaranty provided by 
such Member to the Company pursuant to this Section 3.9 is from a Qualified Person or a 
Person whose Net Worth is equal to or greater than the Minimum Net Worth.  The 
Member shall have a period of ten (10) Business Days to make such demonstration or to 
furnish Credit Support or alternative Credit Support, as the case may be, to the Company 
in accordance with this Section 3.9. 
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ARTICLE 4 
CAPITALIZATION; DEFAULT 

4.1. Capital Contributions and Capital Accounts.  Within fifteen (15) Business Days of 
becoming a Member, each Member shall make an Initial Capital Contribution in the amount set 
forth on Exhibit C.  Except as specifically set forth in this Article 4 or otherwise upon Super 
Majority Consent of the Board, no Member will be required or permitted to make any Capital 
Contributions.     

4.2. Additional Capital Contributions. 

(a) Required Capital Contributions.  At any time that the Board determines 
that the Company requires capital (in addition to existing Capital Contributions, revenues 
and applicable reserves at such time and provided that Capital Contributions shall not be 
called to fund cash distributions to the Members) to fund (i) expenditures contemplated in 
and substantially consistent with the then-applicable Budget for the purposes set forth 
therein, (ii) expenditures in excess of the then applicable Budget which have been 
approved by the Board in accordance with Section 6.7, and (iii) Emergency Expenditures, 
the Board may, by Super Majority Consent, make a capital call (each, a “Budget Capital 
Call”) for additional Capital Contributions from each of the Members (each Member’s 
Capital Contribution, a “Required Capital Contribution”).  Each Budget Capital Call 
will specify: (w) the aggregate amount of Capital Contributions required pursuant to such 
Budget Capital Call and the extent to which such Capital Contributions are or are not 
consistent with the then applicable Budget; (x) the date on which such Capital 
Contributions are due (which date will not be less than twenty (20) days after the date of 
the Budget Capital Call); (y) the amount of Required Capital Contribution to be made by 
each Member, which shall be an amount equal to the product of (A) the aggregate Capital 
Contributions required pursuant to the Budget Capital Call, multiplied by (B) such 
Member’s respective Membership Interest Percentage as of the date such Budget Capital 
Call is issued by the Board; and (z) the purposes for which the Capital Contributions will 
be utilized (including a reference to the applicable line item(s) in the Budget against 
which such Capital Contributions will be applied).  All Required Capital Contributions 
are mandatory, and each Member hereby agrees to make the Required Capital 
Contributions to the Company, by wire transfer in immediately available funds, in 
accordance with this Section 4.2(a). 
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(b) Failure to Contribute. 

(i) Notice.  If a Member fails to make a Required Capital Contribution 
in an amount equal to the full amount required from such Member pursuant to 
Section 4.2(a), then the Company will and any Member may promptly provide 
written notice of such failure to each Member, and the Member that has failed to 
make the Required Capital Contribution will have ten (10) days from receipt of 
such written notice (the “Funding Deadline”) to make such Required Capital 
Contribution in the full amount required from such Member pursuant to Section 
4.2(a). 

(ii) Failure to Make a Required Capital Contribution.  If a Member 
fails to make the full amount of the Required Capital Contribution pursuant to 
Section 4.2(a) by the Funding Deadline (such Member, a “Non-Funding 
Member”), then such Non-Funding Member shall be in default of its obligations 
hereunder for such Required Capital Contribution (referred to as a “Payment 
Default”).  The Company will, and any Member may, promptly provide written 
notice of such Payment Default to all Members, which notice (a “Payment 
Default Notice”) will indicate the amount of the Required Capital Contribution 
that the Non-Funding Member failed to contribute to the Company pursuant to 
Section 4.2(a) (such amount, the “Deficiency”).  Promptly after the Funding 
Deadline, the Company shall seek to collect the Deficiency from any Credit 
Support which the Non-Funding Member shall have provided to the Company in 
accordance with Section 3.9(d).  

(iii) Options of Non-Defaulting Members.  Each Member (other than 
the Non-Funding Member(s) and any other Defaulting Member(s)) (each, a “Non-
Defaulting Member”) shall have the right but not the obligation to deliver written 
notice (an “Elective Notice”) to the Company and each other Member no later 
than twenty (20) Business Days after the date of the Payment Default Notice (the 
“Elective Loan Cut-off Date”) stating that such Non-Defaulting Member agrees 
to fund up to the full amount of the Deficiency as a loan to the Non-Funding 
Member (an “Elective Loan”).    If more than one (1) Elective Notice is delivered 
before the Elective Notice Cut-off Date, then the amount of the Elective Loan of 
each participating Non-Defaulting Member shall equal the product of (x) the 
Deficiency multiplied by (y) a fraction, the numerator of which shall equal the 
Membership Interest Percentage of such Non-Defaulting Member and the 
denominator of which shall equal the Membership Interest Percentages of all such 
Non-Defaulting Members electing to participate in the Elective Loan.  Promptly 
after the Elective Notice Cut-off Date, the Company shall deliver to all of the 
Members a written notice stating the amount of each Non-Defaulting Member’s 
Elective Loan (each, an “Elective Loan Notice”).  All Elective Loans shall be 
payable to the Company by wire transfer in immediately available funds not later 
than five (5) Business Days after receipt of the Elective Loan Notice, unless prior 
thereto (A)(1) the Non-Funding Member shall have paid the amount of the 
Deficiency to the Company, written notice of which the Company shall provide to 
each of the Members promptly after receipt of payment from the Non-Funding 
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Member or (2) the Company shall have recovered the amount of the Deficiency 
from any Credit Support provided by the Non-Funding Member, and (B) the Non-
Defaulting Member shall have received written notice from the Company of 
receipt of payment from the Non-Funding Member or recovery of the Deficiency 
from any Credit Support provided by the Non-Funding Member (a “Deficiency 
Cure Notice”).  The Company shall deliver the Deficiency Cure Notice to each of 
the Members promptly after receipt of payment from the Non-Funding Member 
or recovery of the Deficiency from any Credit Support provided by the Non-
Funding Member.  If the Company shall receive payment of or recover less than 
the full amount of the Deficiency, then the Company shall so notify the Members 
in the Deficiency Cure Notice, including the reduced amount of each Non-
Defaulting Member’s Elective Loan, which reduced Elective Loans shall be 
payable to Company in immediately available funds not later than five (5) 
Business Days after receipt of the Deficiency Cure Notice by the Non-Defaulting 
Member. 

(iv) Elective Loans. 

1. Each Non-Defaulting Member electing to fund an Elective 
Loan in accordance with Section 4.2(b)(iii) is referred to herein as a “Lending 
Member.”  Each Elective Loan shall constitute a loan by the applicable Lending 
Member to the Non-Funding Member and a Capital Contribution of the Elective 
Loan amount to the Company by the Non-Funding Member pursuant to the 
applicable provisions of this Agreement. 

2. The outstanding amount of the Elective Loan(s) shall 
accrue interest at the Interest Rate from the date of such Elective Loan(s) until 
paid in full.  All Elective Loans shall be payable to the Lending Member by wire 
transfer in immediately available funds not later than forty-five  (45) days after 
the date of the Elective Loan Notice or, if applicable, the Deficiency Cure Notice 
(the “Repayment Cure Date”); provided, however, that the Non-Funding Member 
may prepay the Elective Loans in whole or in part at any time prior to the 
Repayment Cure Date; provided, further, that if the Non-Funding Member shall 
prepay less than the aggregate amount of all such Elective Loans, then the amount 
of such prepayment shall be paid to each of the Lending Members in proportion to 
their Elective Loans.  The Non-Funding Member agrees to indemnify, hold 
harmless, pay and reimburse each Lending Member for costs and expenses, 
including attorneys’ fees and costs, incurred by such Lending Member in 
connection with collecting all or any portion of the outstanding amount of the 
Elective Loan plus interest accrued thereon at the Interest Rate (collectively, 
“Loan Costs”). 

3. Each Lending Member shall have the right, in addition to 
the other rights and remedies granted to it pursuant to this Agreement or available 
to such Lending Member at law or in equity, to take any action that the Lending 
Member may deem appropriate to obtain payment from the Non-Funding Member 
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of the outstanding amount of its Elective Loan plus interest accrued thereon at the 
Interest Rate plus Loan Costs. 

(v) Converted Capital Contributions.  Within thirty (30) days after the 
Repayment Cure Date, each Lending Member may elect, in its sole discretion, 
upon written notice to the Company and all of the other Members (each such 
notice, a “Conversion Notice”), to convert all or such portion of its Elective Loan 
then outstanding into a Capital Contribution.  Each Conversion Notice shall 
indicate the amount of such Lending Member’s Elective Loan to be converted 
into a Capital Contribution on behalf of such Lending Member (such converted 
amount, an “Elective Contribution”).  If one or more Lending Members delivers a 
Conversion Notice, then effective as of the date thirty (30) days after the 
Repayment Cure Date, the Membership Interests and Capital Contribution 
Percentages of the Members will be recalculated based on the respective 
aggregate Capital Contributions of each Member taking into account the Elective 
Contributions (thereby resulting in an increase in the Membership Interest and 
Capital Contribution Percentage of each Lending Member making an Elective 
Contribution and a decrease in the Membership Interest and Capital Contribution 
Percentage of each Non-Funding Member). 

 
4.3. Interest on and Return of Capital Contributions. 

(a) No interest shall be paid by the Company in respect of any Member’s 
Capital Contributions or Capital Account. 

(b) Except as otherwise provided herein, no Member may withdraw or receive 
a return of its Capital Contribution. 

4.4. Events of Default. 

(a) Certain Remedies.  In addition to the other remedies available to the 
Company and the Non-Defaulting Members at law or in equity, from and after the 
occurrence of a Payment Default, the Non-Funding Member’s right to receive 
distributions from the Company pursuant to this Agreement (liquidating or otherwise) 
shall be suspended until the Total Amount in Default is paid in full to the Lending 
Member(s) and Collection Party(ies)  (the “Payment Cure”).  All suspended distributions 
pursuant to the preceding sentence are referred to as “Retained Distributions.”  Retrained 
Distributions shall be applied to the Total Amount in Default as follows: first, to the 
Collection Party(ies) to reimburse the Collection Party(ies) for any Collection Costs; 
second, to the Lending Member(s) to reimburse the Lending Members for any Loan 
Costs; third, to the Lending Member(s) for accrued and unpaid interest at the Interest 
Rate on the Elective Loan(s) then outstanding; fourth, to the Lending Member(s) for the 
amount of the Elective Loan(s) then outstanding; and fifth, to the Company, any 
remaining amount of the Total Amount in Default then outstanding; provided, that with 
respect to Retained Distributions to be applied to items second, third and fourth above, in 
each case Retained Distributions shall be applied to the Lending Member(s) in proportion 
to their Elective Loans.  Amounts paid to the Collection Party(ies) and Lending 
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Member(s) pursuant to this Section 4.4(a) to satisfy the Total Amount in Default shall be 
treated as if distributed to the Non-Funding Member and then used by the Non-Funding 
Member to satisfy its amount owing to the Collection Party(ies) and Lending Member(s).  
Until such time as the Total Amount in Default is paid in full to the Collection Party(ies) 
and the Lending Member(s) pursuant to this Section 4.4(a), Retained Distributions shall 
be paid by the Company to the Collection Party(ies) and the Lending Member(s) pursuant 
to this Section 4.4(a).  The portion of the Retained Distributions remaining after the 
payments described above in this Section 4.4(a) shall be distributable to the Defaulting 
Member in accordance with the applicable terms and conditions of this Agreement.  The 
Defaulting Member agrees to indemnify, hold harmless, pay and reimburse the Company 
and each Non-Defaulting Member (each, a “Collection Party” and, collectively, the 
“Collection Parties”) for costs and expenses, including attorneys’ fees and costs, incurred 
by the Company or such Non-Defaulting Member in connection with collecting all or any 
portion of the Deficiency, including the costs and expenses of collecting the Deficiency 
from any Credit Support provided by the Defaulting Member, but excluding any Loan 
Costs (the “Collection Costs”).  The Company and the Non-Defaulting Members may 
each exercise all rights and remedies available under this Agreement, at law or in equity, 
in connection with enforcing the Company’s and/or such Member’s rights and remedies 
hereunder in connection with such Payment Default, including court proceedings as may 
be necessary to collect the Total Amount in Default. 

(b) Impact of Event of Default.  From and after (i) the occurrence of a 
Payment Default and continuing permanently unless and until the Total Amount in 
Default is paid in full to the Lending Member(s) and Collection Party(ies) pursuant to 
Section 4.4(a) on or prior to the Repayment Cure Date or (ii) the occurrence of a 
Performance Default or a Fundamental Event and, in each case, continuing permanently: 

(i) The Membership Interests held by the Defaulting Member shall 
permanently be treated as Membership Interests held by an Assignee having only 
the right to allocations and distributions hereunder in accordance with the terms of 
Section 4.4(a). 

(ii) The Defaulting Member shall not have any rights of a Member 
hereunder, shall only have the rights of an Assignee hereunder and, other than as 
set forth in Section 4.4(c)(i), shall permanently forfeit all voting and consent 
rights of a Member hereunder. 

(iii) The Defaulting Member shall no longer have the right to elect any 
Manager, and the Manager appointed by the Defaulting Member shall be deemed 
a Removed Manager effective upon the occurrence of the Event of Default 
without any further action being required by such Manager or the Defaulting 
Member. 

(iv) The Defaulting Member agrees not to and shall not be entitled to, 
directly or indirectly, Dispose of or otherwise transfer or assign its Membership 
Interest (by operation of law or otherwise) in a Disposition, Change of Control or 
otherwise except to a Person who simultaneously with the consummation of such 
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Disposal, Change of Control or other transfer or assignment effects a Payment 
Cure of the full amount of the Total Amount in Default and otherwise complies 
with all of the terms and conditions of Article 11. 

(v) All rights of the Defaulting Member pursuant to Sections 11.4 and 
11.5 shall be deemed void, and the Defaulting Member shall not have the right to 
exercise any rights granted to the Defaulting Member therein. 

(vi) The Members agree that at all times from and after the occurrence 
of an Event of Default, the Defaulting Member: (A) shall continue to be required 
to make Required Capital Contributions pursuant to any Budget Capital Call 
issued by the Board pursuant to Section 4.2(a); and (B) the amount of such 
Required Capital Contribution that is payable by such Defaulting Member shall 
equal such Defaulting Member’s Membership Interest Percentage (determined 
immediately preceding the occurrence of such Event of Default) of the Required 
Capital Contribution.      

(vii) Each Member agrees to notify the Board within five (5) days of the 
occurrence of a Performance Default or Fundamental Event.  The Company will, 
and any Member may, promptly provide written notice to all of the Members of a 
Performance Default or Fundamental Event with respect to any Member.  

For purposes of clarity, if a Payment Default occurs, and the Total Amount in Default is 
paid in full to the Lending Member(s) and Collection Party(ies) pursuant to Section 4.4(a) 
on or prior to the Repayment Cure Date, then the Non-Funding Member shall from and 
after such Payment Cure date be treated as a Member with all of the rights of a Member 
hereunder and shall no longer be a Defaulting Member.   

 
(c) Certain Rights. 

(i) Notwithstanding anything in this Agreement to the contrary, from 
and after the occurrence of any Event of Default, the Defaulting Member shall 
have the right to vote with respect to: (A) any amendment or restatement of this 
Agreement or the Certificate in a manner which is materially adverse to the 
Defaulting Member’s distribution (liquidating or otherwise) and/or allocation 
rights in this Agreement; and (B) the authorization or issuance of any new series 
or new class of Membership Interests with a preference with respect to 
distributions or in liquidation over the Defaulting Member. 

(ii) The Company’s and any other Member’s right to pursue rights and 
remedies against a Defaulting Member shall be suspended and tolled during such 
time as the Company or any such other Member, as the case may be, is in breach 
in any material respect of any of its obligations under this Agreement. 

(iii) The Defaulting Member shall have the following rights:  (A) all 
issuances of Membership Interests by the Company or other capital raises shall be 
on terms and conditions which are on an arm’s length basis; and (B) the Company 
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shall not take, and the Board shall not (directly or through committee), approve 
the Company taking, any of the following actions, without the prior written 
consent of the Defaulting Member: (1) requiring that the Defaulting Member 
make Capital Contributions other than as described in Section 4.2; (2) the winding 
up, liquidation or dissolution of the Company, or voluntarily filing a bankruptcy 
petition in a court of competent jurisdiction or a petition seeking a reorganization, 
liquidation, dissolution or similar relief under any law; or (3) converting the 
Company into a partnership, corporation or other entity form or electing for the 
Company to be taxed for federal income tax purposes as a corporation. 

(d) Equitable Relief.  The Members agree that irreparable damage would 
occur if any of the provisions of Article 4 were not to be performed in accordance with 
the terms thereof and that the Members will be entitled to specific performance of the 
terms thereof in addition to any other remedy available at law or in equity without the 
obligation to post bond or other security. 

ARTICLE 5 
ALLOCATIONS AND DISTRIBUTIONS 

5.1. Allocations of Profits and Losses.  For purposes of maintaining Capital Accounts 
and after giving effect to the special allocations set forth in Section 5.3, Profits and Losses (and 
to the extent necessary, individual items of income, gain, loss and deduction) for any Allocation 
Year shall be allocated to the Members in such amounts as may be necessary or appropriate to 
cause the Capital Accounts of each Member (as adjusted through the end of such Allocation 
Year) to equal, as nearly as possible, (a) the amounts such Members would receive if all cash on 
hand at the end of such Allocation Year were distributed to the Members under Section 5.5(b), 
and all property on hand at the end of such Allocation Year were sold for cash at the Gross Asset 
Values reflected for such property on the books of the Company, all liabilities of the Company 
were satisfied in cash in accordance with their terms (limited in the case of Company 
Nonrecourse Liabilities and Member Nonrecourse Debt to the Gross Asset Value of the property 
securing such liabilities), and any remaining cash was distributed to the Members under Section 
5.5, minus (b) the sum of (i) the amount, if any, which such Member is obligated to contribute to 
the capital of the Company, (ii) such Member’s share of the Company Minimum Gain 
determined pursuant to Treasury Regulations Section 1.704-2(g), and (iii) such Member’s share 
of Member Nonrecourse Debt Minimum Gain determined pursuant to Treasury Regulations 
Section 1.704-2(i)(5), all computed immediately prior to a hypothetical sale of the assets of the 
Company. 

5.2. Allocation Method.  The Company shall make the allocations set forth in Section 
5.1 as of the last day of each Allocation Year; provided, however, that if during any Allocation 
Year there is a change in any Member’s Membership Interest, the Company shall make such 
allocations as of the date of each such change in a manner which takes into account the varying 
interests of the Members and in a manner the Board by Super Majority Consent deems 
appropriate. 

5.3. Special Allocations.  Notwithstanding the provisions of Section 5.1, the following 
allocations shall be made for such taxable period in the following order and priority: 
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(a) If there is a net decrease in Minimum Gain of the Company for an 
Allocation Year, then there shall be allocated to each Member items of income and gain 
for that Allocation Year equal to that Member’s share of the net decrease in Minimum 
Gain of the Company (within the meaning of Treasury Regulations Section 1.704-
2(g)(2)), subject to the exceptions set forth in Treasury Regulations Section 1.704-2(f)(2), 
(3), and (5).  If the application of the minimum gain chargeback requirement would cause 
a distortion in the economic arrangement between the Members, the Tax Matters Member 
may request that the Commissioner of the Internal Revenue Service waive the minimum 
gain chargeback requirement pursuant to Treasury Regulations Section 1.704-2(f)(4).  
The foregoing is intended to be a “minimum gain chargeback” provision as described in 
Treasury Regulations Section 1.704-2(f) and shall be interpreted and applied in all 
respects in accordance with that Treasury Regulation. 

(b) If during an Allocation Year there is a net decrease in Member 
Nonrecourse Debt Minimum Gain, then, in addition to the amounts, if any, allocated 
pursuant to the preceding paragraph, any Member with a share of that Member 
Nonrecourse Debt Minimum Gain (determined in accordance with Treasury Regulations 
Section 1.704-2(i)(5)) shall, subject to the exceptions in Treasury Regulations Section 
1.704-2(i)(4), be allocated items of income and gain for the Allocation Year (and, if 
necessary, for succeeding Allocation Years) equal to that Member’s share of the net 
decrease in the Member Nonrecourse Debt Minimum Gain.  If the application of the 
Member Nonrecourse Debt Minimum Gain chargeback requirement would cause a 
distortion in the economic arrangement among the Members, the Tax Matters Member 
may request that the Commissioner of the Internal Revenue Service waive the minimum 
gain chargeback requirement pursuant to Treasury Regulations Section 1.704-2(f)(4) and 
1.704-2(i)(4).  The foregoing is intended to be the “chargeback of member nonrecourse 
debt minimum gain” required by Treasury Regulations Section 1.704-2(i)(4) and shall be 
interpreted and applied in all respects in accordance with that Treasury Regulation. 

(c) Any Nonrecourse Deductions for any Allocation Year or other period shall 
be allocated between the Members in accordance with their Capital Contribution 
Percentages. 

(d) Any Member Nonrecourse Deductions for any Allocation Year or other 
period shall be specially allocated to the Member who bears (or is deemed to bear) the 
economic risk of loss with respect to the Member Nonrecourse Debt to which such 
Member Nonrecourse Deductions are attributable in accordance with Treasury 
Regulations Section 1.704-2(i)(2). 

(e) The losses and deductions allocated pursuant to this Section 5.3 shall not 
exceed the maximum amount of losses and deductions that can be allocated to a Member 
without causing or increasing a deficit balance in the Member’s Adjusted Capital 
Account.  If, at the end of any Allocation Year, as a result of the allocations otherwise 
provided for in Section 5.1 and this Section 5.3, the Adjusted Capital Account balance of 
any Member shall become negative, items of deduction and loss otherwise allocable to 
such Member for such year, to the extent such items would have caused such negative 
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balance, shall instead be allocated to Members having positive Adjusted Capital Account 
balances remaining at such time in proportion to such balances. 

(f) If any Member receives any adjustments, allocations or distributions 
described in Treasury Regulations Section 1.704-1(b)(2)(ii)(d)(4), (5) or (6), items of 
Company income and gain shall be specially allocated to such Member in an amount and 
manner sufficient to eliminate the deficit in such Member’s Capital Account (as 
determined in accordance with Treasury Regulations Section 1.704-1(b)(2)(ii)(d)) created 
by such adjustments, allocations or distributions as promptly as possible; provided, that 
an allocation pursuant to this paragraph shall be made only to the extent that a Member 
would have a deficit Capital Account balance (as determined as provided in the prior 
clause), after all other allocations provided for in Section 5.1 and this Section 5.3 have 
been tentatively made as if this paragraph were not in the Agreement.  This paragraph is 
intended to qualify with the “qualified income offset” requirement in the Treasury 
Regulations. 

(g) If any Member has a deficit balance in its Adjusted Capital Account, such 
Member shall be specially allocated items of income and gain in the amount of such 
deficit balance as rapidly as possible, provided, that an allocation pursuant to this 
paragraph shall be made if and only to the extent that such Member would have a deficit 
balance in its Adjusted Capital Account after all other allocations provided for in this 
Agreement have been tentatively made as if this paragraph were not in this Agreement. 

(h) The allocations set forth in the subsections of this Section 5.3 
(collectively, the “Regulatory Allocations”) are intended to comply with certain 
requirements of the Treasury Regulations.  The Members intend that, to the extent 
possible, all Regulatory Allocations that are made be offset either with other Regulatory 
Allocations or with special allocations pursuant to this Section 5.3.  Therefore, 
notwithstanding any other provisions of this Section 5.3 (other than the Regulatory 
Allocations), the Board shall make such offsetting special allocations in whatever manner 
they determine appropriate so that, after such offsetting allocations are made, each 
Member’s Adjusted Capital Account balance is, to the extent possible, equal to the 
Adjusted Capital Account balance such Member would have had if the Regulatory 
Allocations were not part of this Agreement and all Company items were allocated 
pursuant to the remaining subsections of this Section 5.3. 

5.4. Allocations for Tax Purposes. 

(a) Except as otherwise provided herein, for federal income tax purposes, 
each item of income, gain, loss and deduction shall be allocated among the Members in 
the same manner as its correlative item of “book” income, gain, loss or deduction is 
allocated pursuant to Sections 5.1 and 5.3. 

(b) In accordance with Internal Revenue Code Section 704(c) and the 
Treasury Regulations thereunder, income and deductions with respect to any property 
carried on the books of the Company at a Gross Asset Value that differs from such 
property’s adjusted tax basis shall, solely for federal income tax purposes, be allocated 
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among the Members in a manner to take into account any variation between the adjusted 
tax basis of such property to the Company and such Gross Asset Value.  In making such 
allocations, the Board shall use the remedial allocation method permitted under Treasury 
Regulations Section 1.704-3(d). 

(c) All recapture of income tax deductions resulting from the disposition of 
Company Property shall, to the maximum extent possible, be allocated to the Member to 
whom the deduction that gave rise to such recapture was allocated hereunder to the extent 
that such Member is allocated any gain from the disposition of such Company Property. 

(d) All items of income, gain, loss, deduction, and credit allocable to any 
Membership Interest that may have been transferred shall be allocated between the 
transferor and the transferee as agreed by the transferor and the transferee and based on 
the portion of the calendar year during which each was recognized as owning such 
interest, without regard to whether cash distributions were made to the transferor or the 
transferee during that calendar year; provided, however, that this allocation must be made 
in accordance with a method permissible under Internal Revenue Code Section 706 and 
the applicable Treasury Regulations.  If no such agreement has been made, the allocation 
shall be determined by Super Majority Consent of the Board in accordance with such 
Treasury Regulations. 

5.5. Distributions. 

(a) Unless otherwise agreed to by Unanimous Consent of the Board, the 
Company shall make distributions of all Available Cash, as determined by the Board each 
Fiscal Quarter, less the distributions made pursuant to Section 5.6, to the Members within 
thirty (30) days after the last day of each Fiscal Quarter. 

(b) All distributions of Available Cash or otherwise shall be made to the 
Members and, other than distributions made pursuant to Section 5.6, each Member shall 
be entitled to receive a share of each distribution made to Members in such proportion as 
the Capital Contribution Percentage of each such Member at such time shall bear to the 
total Capital Contribution Percentages held by all of the Members. 

(c) The amount of any non-cash distributable property to be distributed in 
accordance with this Section 5.5 shall be its Fair Market Value. 

(d) Notwithstanding any provision to the contrary contained in this 
Agreement, the Company may not make a distribution to any Member on account of its 
Membership Interest if such distribution would violate Section 18-607 of the Act or other 
applicable law. 

5.6. Tax Distributions.  In the event the total amount of distributions made to the 
Members pursuant to Section 5.5 with respect to a Fiscal Year is less than the Tax Distribution 
Amount for such Fiscal Year, before making further distributions pursuant to Section 5.5, the 
Board shall cause the Company to make additional distributions of Available Cash to the 
Members, no later than April 10 in the following Allocation Year (or as soon thereafter as there 
is Available Cash), equal to the amount of such difference.  The “Tax Distribution Amount” for 
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a Fiscal Year is equal to the product of (i) the taxable income of the Company, if any, for the 
Fiscal Year, multiplied by (ii) 41.5% or such other percentage as the Board determines is 
approximately equal to the highest combined effective Federal and state income tax rates 
applicable to any Member for such Fiscal Year.  For the avoidance of doubt, any such 
distributions shall reduce the amount of Available Cash in determining the amounts available for 
distribution pursuant to Section 5.5.  Any amount to be distributed pursuant to this Section 5.6 
shall be made to the Members in such proportion as the Capital Contribution Percentage of each 
Member bears to the total Capital Contribution Percentages of all of the Members, each 
determined as of the end of the Fiscal Year. 

5.7. Acknowledgement of Allocation Rules.  The Members are aware of the income 
tax consequences of the allocations and distributions made by this Article 5 and hereby agree to 
be bound by the provisions of this Article 5 in reporting their shares of Company income and 
loss for income tax purposes. 

5.8. Tax Withholding.  To the extent that the Company is required by the Internal 
Revenue Code (including Internal Revenue Code Sections 1441, 1442, 1445, and 1446) or 
pursuant to any provision of any state or local tax law to withhold or to make tax payments on 
behalf of or with respect to any Member, the Company may withhold such amounts and make 
such tax payments as so required.  All tax payments made on behalf of a Member shall, at the 
Company’s option, (i) be promptly paid to the Company by the Member on whose behalf such 
payments were made, or (ii) be repaid by reducing the amount of current or future distributions 
which would otherwise have been made to such Member, or if such distributions are not 
sufficient for that purpose, by so reducing the proceeds of liquidation otherwise payable to such 
Member.  Whenever the Company selects option (ii) pursuant to the preceding sentence for 
repayment of a tax payment by the Company, for all other purposes of this Agreement, such 
Member shall be treated as having received all distributions unreduced by the amount of such tax 
payment.  The Company shall promptly provide written notification to each Member with 
respect to which the Company has determined it has a tax payment or tax withholding obligation 
as contemplated under this Section 5.8. 

ARTICLE 6 
MANAGEMENT/GOVERNANCE PROVISIONS 

6.1. Board.  Subject to any approval rights contained herein or in the Act, the powers 
of the Company shall be exercised by or under the authority of, and the business and affairs of 
the Company shall be managed under the direction of managers, who shall individually be 
referred to herein each as a “Manager” or collectively as the “Managers,” and who shall act as a 
board (when acting as a board, the Managers are referred to herein as the “Board”).  Decisions or 
actions taken by the Board in accordance with the provisions of this Agreement shall constitute 
decisions or actions by the Company and shall be binding on each Manager, Officer and 
employee, if any, of the Company.  Any Person dealing with the Company, other than a Member 
or a Member’s Affiliate, may rely on the authority of the Board or the Officers in taking any 
action in the name of the Company without inquiry into the provisions of this Agreement or 
compliance with it, regardless of whether that action actually is taken in accordance with the 
provisions of this Agreement.  No Member in its capacity as a Member shall have any right or 
authority to take any action on behalf of the Company or to bind or commit the Company to any 
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agreement, transaction or other arrangement with respect to third parties or otherwise or to hold 
itself out as an agent of the Company.  Except as otherwise expressly provided in this 
Agreement, each Member hereby (a) specifically delegates to the Board its rights and powers to 
manage and control the business and affairs of the Company in accordance with the provisions of 
Section 18-407 of the Act, and (b) revokes its right to bind the Company, as contemplated by the 
provisions of Section 18-402 of the Act. 

6.2. Principal  Agreements. 

(a) Subject to the oversight and control of the Board, certain activities of the 
Company will be performed by the Project Manager, the Construction Manager and the 
Operator in accordance with the terms of the Project Management Agreement, the 
Construction Management Agreement and the Operating and Management Agreement, 
respectively. 

(b) Promptly after August 11, 2014, the Board shall initiate a process to 
negotiate and enter into (i) the Construction Management Agreement and (ii) a project 
management agreement based on the terms and conditions in Exhibit B and in form and 
substance approved by Unanimous Consent of the Board (the “Project Management 
Agreement”). 

(c) No less than one (1) year prior to the Projected In-Service Date, the Board 
shall initiate a process to negotiate and enter into the Operating and Management 
Agreement. 

6.3. Designation of Managers and Alternate Managers. 

(a) Each Member shall designate one (1) Manager on the Board.  The 
Managers as of the Effective Date are set forth in Exhibit D.  Each Manager shall serve 
until such Manager’s death, disability, resignation or removal in accordance with this 
Agreement.    

(b) Each Member shall have the right to designate one (1) natural person 
(“Alternate Manager”) to represent it at any Board meeting at which its Manager is 
unable to attend.  Each Alternate Member shall serve until its death, disability, 
resignation or removal in accordance with this Agreement.  The term “Manager” shall 
also refer to any Alternate Manager that is actually performing the duties of the 
applicable Manager in lieu of that Manager.  Each Manager shall have the full authority 
to act on behalf of the Member that designated such Manager; the action of a Manager at 
a meeting (or through a written consent) of the Board shall bind the Member that 
designated such Manager; and the other Members shall be entitled to rely upon such 
action without further inquiry or investigation as to the actual authority (or lack thereof) 
of such Manager.  In addition, the act of an Alternate Manager shall be deemed the act of 
the Manager for which such Alternate Manager is acting, without the need to produce 
evidence of the absence or unavailability of such Manager. 

(c) The Board may by Unanimous Consent establish and name one (1) or 
more committees, each of which shall consist of one (1) or more of the Managers and 
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shall be dissolved at the written request of any one (1) or more Managers.  Any 
committee established pursuant to this Section 6.3(c) shall have and may exercise all the 
powers and authority delegated to such committee by the Unanimous Consent of the 
Board. 

(d) Each Manager may vote in person or by delivering a written proxy to 
another Manager.  A Manager shall serve until such Manager dies or is disabled, resigns 
or is removed from office by the Member that designated such Manager. 

(e) The Board shall be composed of six (6) Managers.  The number of 
Managers on the Board shall automatically increase by one (1) for each new Member 
admitted to the Company and shall automatically decrease by one (1) for each Member 
that becomes a Withdrawn Member or Assignee.  Except as provided otherwise in this 
Agreement, including this Section 6.3(e), the number of Managers serving on the Board 
may not be increased or decreased except by Unanimous Consent of the Board. 

(f) Managers will not be paid any fee for serving on the Board and each 
Manager shall be responsible for any out-of-pocket expenses incurred in connection with 
attending meetings of the Board. 

6.4. Removal of Managers and Alternate Managers.  Except in the case of an Event of 
Default, any Manager or Alternate Manager may be removed, with or without cause, only by the 
Member who designated such Manager. 

6.5. Vacancies.  If a vacancy is created on the Board at any time by the death, 
disability, resignation or removal of a Manager, the Member that had designated such Manager 
to serve on the Board shall have the sole and exclusive right to designate a replacement therefor.  
If an Alternate Manager vacancy is created at any time by the death, disability, resignation or 
removal of an Alternate Manager, the Member that had designated such Alternate Manager shall 
have the sole and exclusive right to designate a replacement therefor.  Without the consent of the 
Members, the Board shall amend Exhibit D to reflect any changes thereto resulting from any 
change in Managers or Alternate Managers or Permitted Transfers or other Dispositions of 
Membership Interests or admissions of new Members effected in accordance with this 
Agreement. 

6.6. Meetings of Board. 

(a) Regular, special and emergency meetings of the Board may be held either 
inside or outside the State of Delaware. 

(b) Regular meetings of the Board shall occur at least semi-annually and may 
be called by any Manager on fifteen (15) days’ prior notice (effective upon receipt) to 
each other Manager, either personally or by facsimile, electronic transmission (including 
electronic mail), overnight courier, or telegram; provided, that such notice may be waived 
by each Manager.  Except as otherwise provided by statute, the Certificate or this 
Agreement, any and all business may be transacted at any regular meeting of the Board.  
The business to be transacted at, and the purpose of, any regular meeting of the Board 
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shall be specified in the notice, unless notice of such meeting is waived by all of the 
Managers. 

(c) Special meetings of the Board may be called by any Manager on seven (7) 
days’ prior notice (effective upon receipt) to each other Manager, either personally or by 
facsimile, electronic transmission (including electronic mail) or overnight courier; 
provided, that such notice may be waived by each Manager.  The business to be 
transacted at, and the purpose of, any special meeting of the Board shall be specified in 
the notice, unless notice of such meeting is waived by all of the Managers. 

(d) Emergency meetings of the Board may be called by any Manager on 
twenty-four (24) hours’ prior notice (effective on receipt) to each other Manager, either 
personally or by facsimile, electronic transmission (including electronic mail) or 
overnight courier; provided, that such notice may be waived by each Manager.  The 
business to be transacted at and the purpose of any emergency meeting of the Board shall 
be specified in the notice unless notice of such meeting is waived by all of the Managers; 
provided, however, emergency meetings of the Board shall only be called for the purpose 
of acting on incidents and issues that arise in emergency situations for which action may 
be required by the Company in such a manner or a limited time frame that calling a 
special meeting of the Board to deal with such incidents or issues is impractical. 

(e) At all meetings of the Board the presence in person or by proxy of all of 
the Managers fixed by or in the manner provided in this Agreement shall be necessary 
and sufficient to constitute a quorum for the transaction of business. 

(f) All meetings of the Board shall be presided over by the chairman of the 
meeting (“Chairman”).  The Chairman shall change each Fiscal Year and rotate through 
the Managers in the order provided in Exhibit D, commencing with the Manager 
appointed by UGI; provided that if any Manager shall elect, in its sole discretion, not to 
serve as Chairman, the Chairman position shall automatically rotate to the next Manager 
in the order provided in Exhibit D.   The Chairman shall determine the order of business 
and the procedure at the meeting, including such regulation of the manner of voting and 
the conduct of discussion as determined by the Chairman to be in order.  The Company’s 
Secretary (or if such Officer is not appointed or available, the Manager designated by the 
Chairman of the meeting to be the acting secretary at a meeting) shall act as the secretary 
of the meeting who shall make a written record of the proceedings of such meeting which 
shall be provided to the Members promptly after the meeting.  Notwithstanding the 
preceding rights set forth herein to designate a Chairman, in the event a Member’s right 
to designate a Manager is terminated as set forth in Section 6.3(a), the Manager appointed 
by such Member shall not be entitled to designate the Chairman and if then acting as the 
Chairman shall automatically resign as such and a new Chairman shall be selected in the 
manner prescribed above. 

(g) Any action required or permitted to be taken at any meeting of the Board 
may be taken without a meeting, without prior notice and without a vote if a consent or 
consents in writing, setting forth the action so taken, is signed by all of the Managers 
entitled to vote on the action in accordance with the terms of this Agreement.  A 
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signature delivered by portable document format attached to an e-mail, a photographic, 
photostatic, facsimile or similar reproduction of a writing signed by a Manager, shall be 
regarded as an original signature of the Manager.  The Company shall use commercially 
reasonable efforts to provide at least seven (7) days’ prior notice to all of the Managers of 
any such action to be taken by written consent of the Board so long as the delay caused 
by providing the notice to all of the Managers does not adversely affect the Company. 

(h) Subject to the provisions of applicable law and this Agreement regarding 
notice of meetings and the granting of proxies, Managers serving on the Board (i) may, 
unless otherwise restricted by the Certificate or this Agreement, participate in and hold a 
meeting of the Board by using conference telephone, electronic transmission, or similar 
communications equipment by means of which all Managers participating in the meeting 
can hear each other, and (ii) may grant a proxy to another Manager or delegate its right to 
act to another Manager which proxy or delegation shall be effective as the attendance or 
action at the meeting of the Manager giving such proxy or delegation.  Participation by a 
Manager in a meeting pursuant to this Section 6.6(h) shall constitute presence in person 
at such meeting, except when a Manager participates in the meeting for the express 
purpose of objecting to the transaction of any business on the ground that the meeting 
was not lawfully called or convened. 

(i) Except for actions set forth in this Agreement which require the 
Unanimous Consent or the Super Majority Consent of the Board, all actions and 
approvals of the Board shall be approved and passed at a meeting at which a quorum is 
present by the consent or approval of one (1) or more Managers entitled to vote with 
respect to such consent or approval in accordance with the terms of this Agreement that were 
designated by one (1) or more Members that hold more than fifty percent (50%) of the 
issued and outstanding Membership Interests of all Members whose Managers are 
entitled to vote with respect to such consent or approval in accordance with the terms of 
this Agreement. 

6.7. Restricted Action Requiring Board Approval. 

(a) Subject to the limitations set forth in Section 6.7(b) or as otherwise 
provided in this Agreement, the Board shall have the full and exclusive authority, acting 
by vote of Managers holding more than fifty percent (50%) of the issued and outstanding 
Membership Interests of all Members whose Managers are then entitled to vote, to 
manage the operations and business of the Company and to make any and all decisions 
on behalf of the Company with respect to the business of the Company without the 
approval or consent of any Member.  Notwithstanding anything to the contrary in this 
Agreement, no Manager shall be entitled to vote with respect to any consent or approval 
of the Board which involves an agreement, contract or other arrangement between the 
Company and the Member that appointed such Manager or any Affiliate of such Member. 

(b) Notwithstanding anything in this Agreement to the contrary, the Company 
shall not, and the Managers and Officers and agents acting on its behalf shall not approve 
of or take any action specified in this Agreement requiring (i) the Unanimous Consent of 
the Board without obtaining the Unanimous Consent of the Board or (ii) the Super 
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Majority Consent of the Board without obtaining the Super Majority Consent of the 
Board.   

(i) In addition to any other matters specified in this Agreement as 
requiring the Unanimous Consent of the Board, the Company shall not, and the 
Managers and Officers and agents acting on the Company’s behalf shall not 
approve of or take any of the following actions without obtaining the Unanimous 
Consent of the Board:   

1. approve the Initial Budget or any Operating Budget; 

2. with respect to the Preliminary Budget: (a) approve one or 
more variances from or expenditures with an aggregate value greater than one 
hundred thousand dollars ($100,000) in excess of the expenditures approved in 
the Preliminary Budget; (b) approve one or more amendments or increases of the 
Preliminary Budget with an aggregate value greater than one hundred thousand 
dollars ($100,000); or (c) incur during the applicable Budget Period or take any 
actions that would result in the incurrence during the applicable Budget Period of 
one or more expenditures with an aggregate value greater than one hundred 
thousand dollars ($100,000), in each case, excluding Emergency Expenditures; 

3. with respect to the Initial Budget: (a) approve one or more 
variances from or expenditures with an aggregate value greater than one million 
dollars ($1,000,000) in excess of the expenditures approved in the Initial Budget; 
(b) approve one or more amendments or increases of the Initial Budget with an 
aggregate value greater than one million dollars ($1,000,000); or (c) incur during 
the applicable Budget Period or take any actions that would result in the 
incurrence during the applicable Budget Period of one or more expenditures with 
an aggregate value greater than one million dollars ($1,000,000), in each case, 
excluding Emergency Expenditures; 

4. with respect to each Operating Budget: (a) approve one or 
more variances from or expenditures with an aggregate value greater than two and 
hundred fifty thousand dollars ($250,000) in excess of the expenditures approved 
in such Operating Budget; (b) approve one or more amendments or increases of 
such Operating Budget with an aggregate value greater than two hundred and fifty 
thousand dollars ($250,000); or (c) incur during the applicable Budget Period or 
take any actions that would result in the incurrence during the applicable Budget 
Period of one or more expenditures with an aggregate value greater than two 
hundred and fifty thousand dollars ($250,000), in each case, excluding 
Emergency Expenditures; 

5. approve or materially amend the Initial  Plan (as defined in 
the Project Management Agreement); 

6. approve, execute, materially amend or waive or fail to 
enforce any material rights of the Company under any Principal Agreement; 
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7. approve, execute, materially amend, waive or fail to 
enforce any material rights of the Company under, or terminate any credit facility, 
or otherwise incur or issue any Debt by the Company or guarantee or agree to be 
responsible for the indebtedness or obligations of any other Person, in each case,  
with an aggregate value greater than one million dollars ($1,000,000); 

8. approve, execute, materially amend, waive or fail to 
enforce any material rights of the Company under, or terminate any contract or 
agreement between the Company and any Member or any Affiliate of a Member 
where the aggregate expenditures or revenue thereunder reasonably would be 
expected to exceed two hundred and fifty thousand dollars ($250,000); 

9. conduct or engage in any business other than the Pipeline 
Business;   

10. own or lease assets or operate outside of the Territory;  

11. increase or decrease the size of the Board, other than as 
required or permitted pursuant to the terms of this Agreement;  

12. form any subsidiaries, invest in any Person or lend money 
to any Person;  

13. establish, implement, amend or modify any hedging 
strategy or facility;  

14.  hire or approve the compensation of any legal counsel or 
auditors to the Company or any consultant or advisor to the Company where the 
aggregate expenditures thereunder reasonably would be expected to exceed one 
hundred thousand dollars ($100,000); 

15.  enter into any business combination transaction, including 
any merger, consolidation, equity exchange, acquisition, sale, joint venture, 
partnership or similar arrangement by the Company, whether in one or a series of 
related transactions, that involves, or is reasonably expected to involve, aggregate 
consideration with a value in excess of one million dollars ($1,000,000) or that 
would constitute a sale of all or substantially all of the Company’s assets 
determined on a consolidated basis;   

16.  Dispose of assets (other than in the ordinary course of 
conducting the Pipeline Business or as contemplated in a Principal Agreement) 
for a value in excess of one million dollars ($1,000,000), other than the sale of 
worn-out or obsolete equipment, spare parts or minor or immaterial assets;  

17.  acquire any assets or properties or approve or engage in any 
projects (other than the Project), except to the extent included in the then-current 
Budget;  
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18.  issue any equity securities of the Company or any warrants, 
options or rights convertible into, exercisable for or exchangeable for equity 
securities of the Company, or admit any Person as a new Member of the 
Company; provided, however, that transfers to Permitted Transferees and 
Assignees in accordance with all of the requirements of Sections 11.1 and 11.2 
shall not require the Unanimous Consent of the Board (other than as expressly 
provided in Sections 11.1 and 11.2);  

19.  voluntarily file a bankruptcy petition in a court of 
competent jurisdiction or a petition seeking a reorganization, liquidation, 
dissolution or similar relief under any law;  

20.  elect to wind up, liquidate or dissolve the Company;  

21.  except as set forth in Section 14.2, amend, modify, restate 
or supplement or waive or fail to enforce any material rights of the Company 
under this Agreement or the Certificate;  

22.  directly or indirectly create, assume or permit to exist any 
restriction on the ability of the Company to make or pay distributions, to pay any 
obligation, to transfer or dispose of assets, or make or pay loans or advances, 
except as otherwise provided under this Agreement and any restrictions imposed 
by applicable law;  

23.  directly or indirectly enter into, incur or assume any 
contract, agreement or understanding which in any way prohibits or restricts the 
granting, conveying, creation or imposition of any Lien on any Company 
Property, except such restrictions existing under or by reason of: (a) applicable 
law; (b) customary non-assignment provisions in contracts entered into in the 
ordinary course of business of the Company; (c) purchase money obligations for 
property acquired in the ordinary course of business of the Company that impose 
restrictions on the property so acquired; or (d) agreements which are restricted to 
the disposition or distribution of assets or property of the Company entered into in 
the ordinary course of business of the Company;  

24.  directly or indirectly enter into, grant, create, incur or 
assume any Lien on the Company Properties, other than Permitted Liens;  

25.  amend the Company’s Certificate;  

27.  convert the Company into a partnership, corporation or 
other entity form or elect for the Company to be taxed for federal income tax 
purposes as a corporation; 

28.  use assets of the Company (including cash on hand) for any 
purpose other than consistent with the terms of this Agreement and the repayment 
of obligations of the Company; 
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29. file with FERC for certificate or abandonment authority 
with respect to all or portion of the Project or Company Property;  

30. after the Project In-Service Date, (a) any expansion of the 
existing certificated capacity levels of the Project or (b) any expansion of the 
Project that reasonably would be expected to cost more than one hundred 
thousand dollars ($100,000), provided that in the case of an expansion pursuant to 
clause (b), such expansion (x) is consistent with the Pipeline Business and (y) can 
be undertaken pursuant to the Company’s blanket construction certificate; or 

31. conducting any activity or business that may generate 
income for federal income tax purposes that may not be “qualifying income” (as 
such term is defined pursuant to Section 7704 of the Internal Revenue Code). 

(ii) In addition to any other matters specified in this Agreement as 
requiring the Super Majority Consent of the Board, the Company shall not, and 
the Managers and Officers and agents acting on the Company’s behalf shall not 
approve of or take any of the following actions without obtaining the Super 
Majority Consent of the Board:   

1. with respect to the Preliminary Budget: (a) approve one or 
more variances from or expenditures with an aggregate value of one hundred 
thousand dollars ($100,000) or less in excess of the expenditures approved in the 
Preliminary Budget; (b) approve one or more amendments or increases of the 
Preliminary Budget with an aggregate value of one hundred thousand dollars 
($100,000) or less; or (c) incur during the applicable Budget Period or take any 
actions that would result in the incurrence during the applicable Budget Period of 
one or more expenditures with an aggregate value of one hundred thousand 
dollars ($100,000) or less, in each case, excluding Emergency Expenditures; 

2. with respect to the Initial Budget: (a) approve one or more 
variances from or expenditures with an aggregate value of one million dollars 
($1,000,000) or less in excess of the expenditures approved in the Initial Budget; 
(b) approve one or more amendments or increases of the Initial Budget with an 
aggregate value of one million dollars ($1,000,000) or less; or (c) incur during the 
applicable Budget Period or take any actions that would result in the incurrence 
during the applicable Budget Period of one or more expenditures with an 
aggregate value of one million dollars ($1,000,000) or less, in each case, 
excluding Emergency Expenditures; 

3. with respect to each Operating Budget: (a) approve one or 
more variances from or expenditures with an aggregate value of two hundred and 
fifty thousand dollars ($250,000) or less in excess of the expenditures approved in 
such Operating Budget; (b) approve one or more amendments or increases of such 
Operating Budget with an aggregate value of two hundred and fifty thousand 
dollars ($250,000) or less; or (c) incur during the applicable Budget Period or take 
any actions that would result in the incurrence during the applicable Budget 
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Period of one or more expenditures with an aggregate value of two hundred and 
fifty thousand dollars ($250,000) or less, in each case, excluding Emergency 
Expenditures; 

4.  initiate a rate or tariff filing that reasonably would be 
expected to have a financial impact on the Company of greater than one hundred 
thousand dollars ($100,000); 

5. Initiate the FERC pre-filing process, file or submit the 
FERC Certificate application or any material amendment thereto or suspend or 
withdraw the FERC Certificate application, or accept the FERC Certificate; 

6. file or submit any major regulatory approval or permit 
application or any material amendment thereto or suspend or withdraw any such 
application;    

7. initiate or settle any litigation, arbitration or similar 
controversy which involves the Company or any Company Property or the 
Project, including (a) any rehearing, court review or appeal of any adverse 
regulatory determination, (b) any settlement of any FERC enforcement 
proceeding or contested FERC rate or tariff proceeding that reasonably would be 
expected to have a financial impact on the Company greater than one hundred 
thousand dollars ($100,000), and (c) any settlement that could materially restrict 
the Company’s Pipeline Business, other than any such litigation, arbitration or 
similar controversy (x) which is settled for one hundred thousand dollars 
($100,000) or less, (y) the settlement reasonably would not be expected to have an 
adverse effect on the Company or the Project or the ability of the Company to 
pursue the Pipeline Business or otherwise transact business, and (z) the Company 
is not required to make any admissions or agree to grant any equitable relief in 
connection therewith;  

8. require or approve of any Budget Capital Calls or require or 
approve of any other Capital Contributions (other than Elective Contributions);    

9. other than with respect to tax returns and other tax filing 
and elections required by this Agreement, make tax and other filings, or render of 
periodic or other reports to governmental authorities having jurisdiction over the 
business or assets of the Company, other than regulatory filings in the ordinary 
course of business;  

10. terminate any of the Principal Agreements;  

11. approve, execute, materially amend, waive or fail to 
enforce any material rights of the Company under, or terminate any contract or 
agreement (other than the Principal Agreements and any contract or agreement 
between the Company and any Member or any Affiliate of a Member), where the 
aggregate expenditures or revenue thereunder reasonably would be expected to 
exceed one million dollars ($1,000,000); 
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12. approve, execute, materially amend, waive or fail to 
enforce any material rights of the Company under, or terminate any credit facility, 
or otherwise incur or issue any Debt by the Company or guarantee or agree to be 
responsible for the indebtedness or obligations of any other Person, in each case, 
with an aggregate value of one million dollars ($1,000,000) or less; 

13. approve, execute or materially amend any contract or 
agreement for firm transportation service that is more than one (1) year in 
duration; 

14.  approve, execute, materially amend, waive or fail to 
enforce any material rights of the Company under, or terminate any contract or 
agreement between the Company and any Member or any Affiliate of a Member 
where the aggregate expenditures or revenue thereunder reasonably would be 
expected not to exceed two hundred and fifty thousand dollars ($250,000); 

15. after the Project In-Service Date, any interconnection or 
proposed interconnection with the Project, including entering into any contracts or 
agreements in connection therewith.   

16. terminate the services of legal counsel or auditors of the 
Company;  

17. hire or terminate the services of financial advisors of the 
Company; or 

18. hire, appoint or terminate Officers or employees of the 
Company; approve compensation of Officers or employees of the Company; 
approve and execute severance agreements for Officers and employees of the 
Company. 

6.8. Officers. 

(a) The Board may, from time to time, designate one or more natural persons 
to be officers of the Company (each, an “Officer”).  No Officer need be a resident of the 
State of Delaware, a Member or a Manager.  Any Officers so designated shall have such 
authority to perform such duties as the Board may, from time to time, delegate to them.  
The Board may assign titles to particular Officers.  The Officers of the Company shall 
report to the Board as requested from time to time.  Unless the Board decides otherwise, 
if the title is one commonly used for officers of a business corporation formed under the 
Delaware General Corporation Law (or any successor statute), the assignment of such 
title shall constitute the delegation to such officer of the authority and duties that are 
normally associated with that office, subject to the Board’s oversight and any specific 
delegation of authority and duties made to such Officer by the Board under this 
Section 6.8(a) and the other terms and provisions hereof, including Section 6.7.  Each 
Officer shall hold office until his or her successor is duly designated and qualified or until 
his death or disability or until he resigns or has been removed in the manner hereinafter 
provided.  Any number of offices may be held by the same person.   
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(b) Any Officer may resign as such at any time.  Such resignation shall be 
made in writing and shall take effect at the time specified therein, or if no time be 
specified, at the time of its receipt by the Board.  The acceptance of a resignation shall 
not be necessary to make it effective, unless expressly so provided in the resignation.  
Any Officer may be removed as such, either with or without cause, by the Board; 
provided, however, that such removal shall be without prejudice to the contract rights, if 
any, of the Officer so removed.  Designation of an Officer shall not of itself create 
contract rights.  Any vacancy occurring in any office of the Company may be filled by 
the Board. 

6.9. Duties of Managers. 

(a) Notwithstanding anything in this Agreement or in the Act to the contrary, 
a Manager, in performing his or her duties and obligations as a Manager under this 
Agreement, may act or omit to act solely at the direction of the Member that designated 
such Manager to serve on the Board, considering only such factors, including the separate 
interests of the designating Member, as such Manager or Member choose to consider, and 
any action of a Manager or failure to act, taken or omitted in good faith reliance on the 
foregoing provisions shall not constitute a breach of any duty (including any fiduciary or 
other similar duty, to the extent such exists under the Act or other applicable law) on the 
part of such Manager or Member to the Company or any other Manager, Member, 
Assignee or Officer.  No Member shall owe any fiduciary or other similar duties to the 
Company, any other Member, Assignee, Manager or Officer except the implied duty of 
good faith and fair dealing.  No Manager shall owe any fiduciary or other similar duty to 
the Company, any Member (other than the Member appointing such Manager), Assignee, 
Manager or Officer except the implied duty of good faith and fair dealing. 

(b) The Members (and the Members on behalf of the Company) hereby: 

(i) agree that (A) the terms of this Section 6.9, to the extent that they 
modify or limit a duty or other obligation, if any, that a Member or Manager may 
have to the Company or another Member, Assignee, Manager or Officer under the 
Act or applicable law, are reasonable in form, scope and content; and (B) the 
terms of this Section 6.9 shall control to the fullest extent possible if it is in 
conflict with a duty, if any, that a Member or Manager may have to the Company 
or another Member, Assignee, Manager or Officer under the Act or other 
applicable law;  

(ii) waive any duty or other obligation, if any, that a Member may 
have to the Company or another Member, pursuant to the Act or other applicable 
law, to the extent necessary to give effect to the terms of this Section 6.9, other 
than the implied duty of good faith and fair dealing; 

(iii) agree that (A) the other Members would not be willing to make an 
investment in the Company, and no person designated by a Member to serve as a 
Manager on the Board would be willing to so serve, in the absence of this Section 
6.9, and (B) it has reviewed and understands the provisions of Sections 18-



44 
  
 

1101(b) and (c) of the Act, and to the extent that at law or in equity, a Member or 
Manager owes any fiduciary or other duties to the Company or any Member 
(other than fiduciary duties owed by a Manager to the Member that appointed 
such Manager), Manager or Officer, such duties are eliminated to the fullest 
extent permitted pursuant to Section 18-1101(c) of the Act, other than the implied 
duty of good faith and fair dealing; and 

(iv) agree that nothing herein is intended to create a partnership, joint 
venture, agency or other relationship creating fiduciary or quasi-fiduciary duties 
or similar duties or obligations or otherwise subject the Members to joint and 
several liability or vicarious liability for the actions of the other Members or to 
impose any duty, obligation or liability that would arise therefrom with respect to 
any or all of the Members or the Company. 

(v) Notwithstanding anything in this Section 6.9 to the contrary, 
nothing in this Agreement is intended to change or in any way modify or reduce 
the fiduciary or other duties which may be agreed to by a Member in its capacity 
as a party to a Principal Agreement or other contract with the Company (other 
than this Agreement). 

6.10. Insurance.  The Company shall obtain and maintain in effect liability insurance 
consistent with the liability insurance contemplated in the Principal Agreements and such other 
insurance with providing at least the amount of coverage specified in Exhibit E attached hereto 
and upon such other terms and conditions, including deductibles, as are specified in Exhibit E. 

ARTICLE 7 
ACCOUNTING AND BANKING MATTERS; AUDIT RIGHTS; 

CAPITAL ACCOUNTS; TAX MATTERS 

7.1. Books and Records; Reports. 

(a) The Company shall keep and maintain full and accurate books of account 
for the Company in accordance with GAAP consistently applied in accordance with the 
terms of this Agreement.  The Company shall keep books and records indicating the 
names, addresses, Capital Contributions and Membership Interests of all of the Members 
and shall keep minutes of the proceedings of the Board and the Members.  Such books 
shall be maintained at the principal United States office of the Company or offsite so long 
as they are easily accessible.  Each Member and its designated representatives shall have 
full and complete access at all reasonable times to review, inspect and copy the books and 
records of the Company. 

(b) The Company shall provide to each Member the following reports: 

(i) within one hundred and twenty (120) days of the Company’s Fiscal 
Year-end, audited consolidated financial statements of the Company prepared in 
accordance with GAAP (including an audited consolidated balance sheet of the 
Company as of December 31 of each Fiscal Year and the related audited 
consolidated income statement and statement of cash flows of the Company for 
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the Fiscal Year then ended), accompanied by an opinion of an independent public 
accounting firm of nationally recognized standing; 

(ii) as soon as available, but not later than thirty (30) days after the end 
of each calendar quarter, quarterly financial and business reports, including (A) an 
operating statement and report of financial condition of the Company for such 
quarter period and year-to-date, including summary unaudited consolidated 
balance sheet, consolidated income statement and statement of cash flows of the 
Company for such quarterly period, (B) a reconciliation report setting forth 
material discrepancies or variances between (x) amounts included in such reports 
for such quarter period and year-to-date and (y) the budgeted amounts as reflected 
in the Budget for the corresponding periods to which such amounts relate, (C) a 
summary description of the business activities that took place during such quarter 
period and the operating and financial performance of the Company during such 
quarter period and year to date, including an explanation of material discrepancies 
in clause (B), and (D) such other information as any Member shall reasonably 
request; 

(iii) as soon as available, but not later than thirty (30) days after the end 
of each calendar month, monthly financial and business reports, including (A) an 
operating statement and report of financial condition of the Company for such 
month period and year-to-date, including summary unaudited consolidated 
balance sheet, consolidated income statement and statement of cash flows of the 
Company for such month period, (B) a reconciliation report setting forth material 
discrepancies or variances between (x) amounts included in such reports for such 
month period and year-to-date and (y) the budgeted amounts as reflected in the 
Budget for the corresponding periods to which such amounts relate, (C) a 
summary description of the business activities that took place during such month 
period and the operating and financial performance of the Company during such 
month period and year to date, including an explanation of material discrepancies 
in clause (B), and (D) such other information as any Member shall reasonably 
request; 

(iv) copies of Budgets and all amendments thereto; 

(v) notice of material events, including emergencies and Events of 
Default;  

(vi) such other reports and information (in any form, electronic or 
otherwise) as any such Member may reasonably request or as the Board may 
determine; and 

(vii) not later than the thirtieth (30th) day of January, a final 
determination of the taxable income of the Company for the immediately 
preceding Fiscal Year and the allocation or apportionment of such income to the 
Members, and any other items of income, gain, loss or other income tax-related 
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information requested by a Member for purposes of such Member’s or its 
Affiliate’s partnership tax reporting obligations to its unit holders. 

(c) Each of the monthly, quarterly and annual financial statements provided in 
accordance with Section 7.1 shall include a statement of the Capital Accounts.  Monthly 
and quarterly reports shall include a statement as to significant variations from any 
Budget. 

7.2. Budgets. 

(a) All of expenditures (including operating expenditures and Capital 
Expenditures) to be made by the Company during the applicable Budget Period shall be 
set forth in a budget adopted and approved by the Board in accordance with this Section 
7.2 (the “Budget”).  The term “Budget,” when referenced herein, refers only to the 
Preliminary Budget or a budget, which has been adopted and approved by the Board in 
accordance with this Section 7.2, as the same may be amended from time to time in 
accordance with Section 6.7 and this Section 7.2.  The Members agree that the Budget 
shall be intended to fund all costs and expenses necessary for the labor, materials, goods 
and services necessary or advisable to develop, design, engineer, procure, construct, own, 
operate and maintain the Project and otherwise conduct the Pipeline Business of the 
Company in accordance with this Agreement.  The Company shall use reasonable 
commercial efforts to conduct the business and operations of the Company consistent in 
all material respects with the then-applicable Budget. 

(b) The Project Manager shall prepare and present to the Board by August 22, 
2014, a reasonably detailed initial draft Budget for the period from October 1, 2014 (or 
such later date as the Board may approve by Unanimous Consent) through to and 
including the Project In-Service Date (the “Construction Period”).  The Project Manager 
shall coordinate with the Construction Manager, once appointed, on the preparation of the 
initial draft Budget.  The initial draft Budget shall itemize costs estimated therein as 
requested by the Board, and the Project Manager shall cooperate and meet with the Board 
and make changes to the initial draft Budget as requested by the Board. 

(c) The Operator shall prepare and present to the Board, at least ninety (90) 
days before the end of each Fiscal Year (commencing with the Fiscal Year in which the 
Project In-Service Date is expected to occur), a reasonably detailed draft Budget for the 
upcoming Fiscal Year similar in form to the Initial Budget.  The Operator shall 
coordinate with the Project Manager and the Construction Manager, as appropriate, on 
the preparation of the draft Budget.  The draft Budget shall itemize costs estimated 
therein as requested by the Board, and the Operator shall cooperate and meet with the 
Board and make changes to the draft Budget as requested by the Board. 

(d) The Board shall approve or disapprove of the initial draft Budget by 
Unanimous Consent of the Board (such initial Budget approved by Unanimous Consent 
of the Board, the “Initial Budget”).  The Board shall approve or disapprove of each 
subsequent draft Budget by Unanimous Consent (each such subsequent Budget approved 
by Unanimous Consent of the Board, an “Operating Budget”) no later than thirty (30) 



47 
  
 

days prior to the commencement of the next succeeding Fiscal Year.  If after the initial 
Operating Budget is approved pursuant hereto, the Board has failed to approve a 
subsequent draft Operating Budget by the commencement of a Fiscal Year, then, until the 
Board has approved an Operating Budget for such Fiscal Year, the Company is 
authorized to incur costs set forth in any line item of the subsequent draft Operating 
Budget approved by Unanimous Consent of the Board and with respect to costs for line 
items in a subsequent draft Operating Budget not approved by Unanimous Consent of the 
Board, the Company is authorized to and shall continue to operate under the applicable 
line items of the Operating Budget for the previous Fiscal Year, until the new Budget is 
approved, except that the items in the previous Fiscal Year’s Operating Budget shall be 
increased by an amount that is equal to the greater of (i) five percent (5%) and (ii) the 
sum of (x) the percentage change in the Producer Price Index for Finished Goods 
(WPUSOP3000) as published by the US Bureau of Labor Statistics for the preceding year 
weighted at fifty percent (50%) and (y) the percentage change in the Employment Cost 
Index for total compensation, Private industry workers, All workers (Table 5) as 
published by the US Bureau of Labor Statistics for the preceding year weighted at fifty 
percent (50%).  Notwithstanding the absence of an approved Budget, the Company shall 
be entitled to expend capital to the extent necessary or appropriate to address any 
Emergency Expenditures or force majeure event affecting the Company’s business, assets 
or operations or to avoid or minimize the likelihood of the termination or cancellation of 
any contract or other property interest or asset in which the Company owns an interest.   

(e) If, during any Budget Period, a Member determines that an adjustment in 
such Budget is necessary or appropriate for which Board approval is required pursuant to 
Section 6.7, then such Member shall submit (or cause to be submitted) to the Board for 
approval an amended or adjusted draft Budget identifying the specific adjustments that 
are necessary or appropriate.  The Board shall approve or disapprove the adjusted draft 
Budget in accordance with Section 6.7 as promptly as practicable, but in any event within 
thirty (30) days after receipt of such adjusted draft Budget and any additional information 
requested.   

7.3. Bank Accounts.  The Company shall maintain one or more bank accounts in the 
name of the Company at such bank or banks as may be determined by the Board, which accounts 
shall be used for the payment of expenditures incurred by the Company in connection with the 
business of the Company and in which shall be deposited any and all receipts of the Company, 
including Capital Contributions.  All such receipts shall be and remain the property of the 
Company and shall not be commingled in any way with funds of any other Person.  The 
Company may invest the Company funds only in (a) readily marketable securities issued by the 
United States or any agency or instrumentality thereof and backed by the full faith and credit of 
the United States maturing within three (3) months or less from the date of acquisition, (b) 
readily marketable securities issued by any state or municipality within the United States of 
America or any political subdivision, agency or instrumentality thereof, maturing within three (3) 
months or less from the date of acquisition and rated “A” or better by any recognized rating 
agency, (c) readily marketable commercial paper rated “Prime 1” by Moody’s or “A 1” by S&P 
(or comparably rated by such organizations or any successors thereto if the rating system is 
changed or there are such successors) and maturing in not more than three (3) months after the 
date of acquisition, or (d) certificates of deposit or time deposits issued by any incorporated bank 
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organized and doing business under the laws of the United States of America which is rated at 
least “A” or “A2” by S&P or Moody’s, which is not in excess of federally insured amounts, and 
which matures within three (3) months or less from the date of acquisition. 

7.4. Capital Accounts. 

(a) The Company shall establish and maintain a capital account for each 
Member in accordance with the terms of this Section 7.4 (a “Capital Account”).  Each 
Member’s Capital Account: (i) shall be increased by: (A) the amount of money 
contributed by that Member to the Company; (B) the Gross Asset Value of property or 
assets contributed by that Member to the Company (net of liabilities secured by the 
contributed property or assets that the Company is considered to assume or take subject 
to under Internal Revenue Code Section 752); and (C) the amount of any Profits or items 
of income or gain allocated to such Member pursuant to Sections 5.1 and 5.3; and (ii) 
shall be decreased by: (A) the amount of money distributed to that Member by the 
Company; (B) the Gross Asset Value of property distributed to that Member by the 
Company (net of liabilities secured by the distributed property that the Member is 
considered to assume or take subject to under Internal Revenue Code Section 752); and 
(C) allocations to that Member of Losses or other items of loss or deduction pursuant to 
Sections 5.1 and 5.3. 

(b) It is the intention of the Members that the Capital Accounts of the 
Members be kept in the manner required under Treasury Regulations Section 1.704-
1(b)(2)(iv).  To the extent any additional adjustment to the Capital Accounts is required 
by such regulation, the Company is hereby authorized to make such adjustment. 

(c) On the transfer of all or part of a Member’s Membership Interest, the 
Capital Account of the transferor Member that is attributable to the transferred 
Membership Interest shall carry over to the transferee Member in accordance with the 
provisions of Treasury Regulations Section 1.704-1(b)(2)(iv)(l). 

7.5. Tax Partnership.  The Members agree to classify the Company as a partnership for 
federal tax purposes.  Neither the Company nor any Member, Officer or other representative of 
any of the foregoing shall file an election to classify the Company as an association taxable as a 
corporation for federal tax purposes. 

7.6. Tax Elections.  The Company shall make the following elections: 

(a) to elect the calendar year as the Company’s Fiscal Year if permitted by 
applicable law; 

(b) to elect the accrual method of accounting; 

(c) if approved by Unanimous Consent of the Board, or at the request of any 
Seller, to elect, in accordance with Internal Revenue Code Sections 734, 743 and 754 and 
applicable regulations and comparable state law provisions, to adjust basis in the event 
any Membership Interest is transferred in accordance with this Agreement or any 
Company Property or cash of the Company is distributed to any Member; 
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(d) to elect to treat all organizational and startup costs of the Company as 
deferred expenses deductible as provided under Internal Revenue Code Sections 195 and 
709; 

(e) to elect to be treated as a partnership under Internal Revenue Code Section 
6231(a) for purposes of applying the procedures in subchapter C of chapter 63 of subtitle 
F of the Internal Revenue Code; and  

(f) to elect with respect to such other federal, state and local tax matters as the 
Board by Super Majority Consent shall approve, subject to the provisions of this 
Agreement as may be applicable. 

7.7. Tax Matters Member.  The Board from time to time shall designate a Member to 
act as the “tax matters partner” under Internal Revenue Code Section 6231, subject to 
replacement by the Board (such Member, the “Tax Matters Member”).  The initial Tax Matters 
Member shall be UGI.  The Tax Matters Member shall promptly notify the Members if any tax 
return or report of the Company is audited or if any adjustments are proposed by any 
governmental body.  In addition, the Tax Matters Member shall promptly furnish to the Members 
all notices concerning administrative or judicial proceedings relating to federal income tax 
matters as required under the Internal Revenue Code.  During the pendency of any such 
administrative or judicial proceeding, the Tax Matters Member shall furnish to the Members 
periodic reports, not less often than monthly, concerning the status of any such proceeding.  
Without the Unanimous Consent of the Board, the Tax Matters Member shall not extend the 
statute of limitations, file a request for administrative adjustment, file suit concerning any tax 
refund or deficiency relating to any Company administrative adjustment or enter into any 
settlement agreement relating to any Company item of income, gain, loss, deduction or credit for 
any Fiscal Year of the Company.  The Tax Matters Member shall have no liability to the 
Company or any of the Members for actions taken by it in such capacity, other than gross 
negligence, willful misconduct or fraud.  All actions taken by the Tax Matters Member, when 
acting in such capacity, shall be at the expense of the Company and the Company shall fully 
reimburse and indemnify the Tax Matters Member for all expenses and costs incurred by it while 
acting in such capacity, other than such expenses and costs incurred as a result of its gross 
negligence, willful misconduct or fraud. 

7.8. Tax Returns.  The Board shall deliver to each Member the following schedules 
and tax returns: (a) within two (2) Business Days prior to the federal estimated tax payment date 
for corporations, an estimated Schedule K-1 through the applicable quarter; (b) within sixty (60) 
days after the Company’s year-end, an estimated Schedule K-1; and (c) not less than forty-five 
(45) days prior to the due date for the filing of the Company’s federal information return for the 
immediately preceding taxable year, a final Schedule K-1, along with copies of all other federal, 
state, or local income tax returns or reports filed by the Company for the previous year as may be 
required as a result of the operations of the Company. 

7.9. Audit Rights and Access to Information.  Each Member shall be entitled to 
receive any information that (a) such Member may reasonably request concerning the Company, 
(b) is in the Company’s possession and (c) does not require the creation of any new reports by 
the Company.  Each Member shall also have the right, upon reasonable notice, and at all 
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reasonable times during usual business hours to inspect the properties of the Company and to 
audit, examine and make copies of the books of account and other records of the Company.  This 
right may be exercised through any agent or employee of a Member designated in writing by it 
or by an independent public accountant, engineer, attorney or other consultant so designated.  
The Member making the request shall bear all costs and expenses incurred in any inspection 
examination or audit made on that Member’s behalf.  The Members agree to cooperate 
reasonably, and to cause their respective independent public accountants, engineers, attorneys or 
other consultants to cooperate reasonably, in connection with any such request. 

ARTICLE 8 
INDEMNIFICATION 

8.1. Right to Indemnification.  Subject to the limitations and conditions as provided 
herein or by applicable law, each Person who was or is made a party or is threatened to be made 
a party to or is involved in any threatened, pending or completed action, suit or proceeding, 
whether civil, criminal, administrative, arbitrative or investigative (hereinafter a “Proceeding”), 
or any appeal in such a Proceeding or any inquiry or investigation that could lead to such a 
Proceeding, by reason of the fact that he or she, or a Person of whom he or she is the legal 
representative, is or was a Member, a Manager or Officer of the Company, or while such a 
Person is or was serving at the request of the Company as a manager, officer, partner, venturer, 
member, trustee, employee, agent or similar functionary of another foreign or domestic general 
partnership, corporation, limited partnership, joint venture, limited liability company, trust, 
employee benefit plan or other enterprise, shall be indemnified by the Company to the extent 
such Proceeding or other above-described process relates to any such above-described 
relationships with, status with respect to, or representation of any such Person to the fullest 
extent permitted by the Act, as the same exists or may hereafter be amended (but, in the case of 
any such amendment, only to the extent that such amendment permits the Company to provide 
broader indemnification rights than said applicable law permitted the Company to provide prior 
to such amendment) against judgments, penalties (including excise and similar taxes and 
punitive damages), fines, settlements and reasonable expenses (including reasonable attorneys’ 
and experts’ fees) actually incurred by such Person in connection with such Proceeding, and 
indemnification under this Article 8 shall continue as to a Person who has ceased to serve in the 
capacity which initially entitled such Person to indemnity hereunder for any and all liabilities and 
damages related to and arising from such Person’s activities while acting in such capacity; 
provided, however, that no Person shall be entitled to indemnification under this Section 8.1 in 
the event the Proceeding involves acts or omissions of such Person which constitute an 
intentional breach of this Agreement or gross negligence or willful misconduct on the part of 
such Person.  The rights granted pursuant to this Article 8 shall be deemed contract rights, and no 
amendment, modification or repeal of this Article 8 shall have the effect of limiting or denying 
any such rights with respect to actions taken or Proceedings arising prior to any such 
amendment, modification or repeal.  It is expressly acknowledged that the indemnification 
provided for in this Article 8 may involve indemnification for negligence or under theories 
of strict liability. 

8.2. Indemnification of Employees and Agents.  The Company may indemnify and 
advance expenses to Persons who are not entitled to indemnification under Section 8.1, including 
current and former employees (if any) or agents of the Company, and those Persons who are or 
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were serving at the request of the Company as a manager, director, officer, partner, venturer, 
member, trustee, employee (if any), agent or similar functionary of another foreign or domestic 
general partnership, corporation, limited partnership, joint venture, limited liability company, 
trust, employee (if any) benefit plan or other enterprise, against any liability asserted against such 
Person and incurred by such Person in such a capacity or arising out of such Person’s status as 
such a Person to the same extent that it may indemnify and advance expenses to a Member under 
this Article 8, provided that any such indemnification is subject to Super Majority Consent of the 
Board. 

8.3. Advance Payment.  Any right to indemnification conferred in this Article 8 shall 
include a limited right to be paid or reimbursed by the Company for any and all reasonable 
expenses as they are incurred by a Person entitled to be indemnified under Section 8.1 who was, 
or is threatened, to be made a named defendant or respondent in a Proceeding in advance of the 
final disposition of the Proceeding and without any determination as to such Person’s ultimate 
entitlement to indemnification; provided, however, that the payment of such expenses incurred 
by any such Person in advance of final disposition of a Proceeding shall be made only upon 
delivery to the Company of a written affirmation by such Person of such Person’s good faith 
belief that such Person has met the requirements necessary for indemnification under this 
Article 8 and a written undertaking, in form and substance reasonably satisfactory to the 
Company, by or on behalf of such Person, to repay all amounts so advanced if it shall ultimately 
be determined that such indemnified Person is not entitled to be indemnified under this Article 8 
or otherwise. 

8.4. Appearance as a Witness.  Notwithstanding any other provision of this Article 8 
to the contrary, the Company shall pay or reimburse expenses incurred by any Person entitled to 
be indemnified pursuant to this Article 8 in connection with such Person’s appearance as a 
witness or other participation in a Proceeding at a time when such Person is not a named 
defendant or respondent in the Proceeding. 

8.5. Nonexclusivity of Rights.  The right to indemnification and the advancement and 
payment of expenses conferred in this Article 8 shall not be exclusive of any other right which a 
Person indemnified pursuant to Section 8.1 may have or hereafter acquire under the Act or other 
applicable law, this Agreement, any other agreement or otherwise. 

8.6. Insurance.  The Company may purchase and maintain insurance on behalf of any 
Person against any liability asserted against such Person and incurred by such Person in any such 
capacity, or arising out of such Person’s status as such, whether or not the Company would have 
the power or the obligation to indemnify such Person against such liability under the provisions 
of this Article 8. 

8.7. Certain Definitions.  For purposes of this Article 8, references to “the Company” 
shall include, in addition to the resulting entity, any constituent entity (including any constituent 
of a constituent) absorbed in a consolidation or merger which, if its separate existence had 
continued, would have had power and authority to indemnify its members, managers, officers, 
and employees or agents, so that any Person who is or was a member, manager or officer of such 
constituent entity, or is or was serving at the request of such constituent entity as a member, 
manager or officer of another limited liability company, partnership, joint venture, trust or other 
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enterprise, shall stand in the same position under the provisions of this Article 8 with respect to 
the resulting or surviving entity as he, she or it would have with respect to such constituent entity 
if its separate existence had continued.  For purposes of this Article 8, references to “fines” shall 
include any excise taxes assessed on a Person with respect to an employee benefit plan; and 
references to “serving at the request of the Company” shall include any service as a Member, 
Manager or Officer of the Company which imposes duties on, or involves services by, such 
Member, Manager or Officer with respect to an employee benefit plan, its participants or 
beneficiaries. 

8.8. Severability.  The provisions of this Article 8 are intended to comply with the Act.  
To the extent that any provision of this Article 8 authorizes or requires indemnification or the 
advancement of expenses contrary to the Act or the Certificate, the Company’s power to 
indemnify or advance expenses under such provision shall be limited to the extent permitted by 
the Act and the Certificate and any limitation required by the Act or the Certificate shall not 
affect the validity of any other provision of this Article 8. 

ARTICLE 9 
OTHER  OPPORTUNITIES 

9.1. Other Opportunities.  Except as provided in Section 9.2, (a) the Members and 
their Affiliates (excluding the Company) may engage in or hold an interest of any nature in, 
directly or indirectly, independently or with others, whether as an equity owner, lender, 
consultant, employee, operator, manager, partner, joint venturer or otherwise, any business 
without regard to whether such business is directly or indirectly competitive with the Pipeline 
Business conducted or expected to be conducted by the Company and without regard to the 
geographic location of such business, which may be located or conducted in the Territory or any 
other geographic location, without the consent or approval of the other Members, the Board or 
the Company, and without any duty or obligation to account to the other Members or the 
Company in connection therewith (the “Excluded Opportunities”) and (b) neither the Company 
nor any Manager, Member or Affiliate of the foregoing shall have any right, by virtue of this 
Agreement, to share or participate in such other businesses, investments, or activities of a 
Member or its Affiliates (excluding the Company) or to the income or proceeds derived from an 
Excluded Opportunity. 

9.2 Exclusivity.  Prior to the issuance of the FERC Certificate, each Member and its 
Affiliates and their respective directors, officers, employees, agents and representatives will not, 
directly or indirectly:  (a) solicit or accept any offer from, or submit any proposal to, or 
participate in any negotiation with, any Person relating to any proposed interstate pipeline 
originating and terminating in the same general geographic regions in the Territory as the Project 
for the purpose of accessing the same markets as the Project (an “Alternative Proposal”); (b) 
afford access to any of its assets, employees, books and records or any studies, reports or other 
non-public information, or furnish confidential information made available to it by the Company 
or another Member or its Affiliates, to any Person regarding any Alternative Proposal; or (c) 
enter into any agreement or understanding, whether oral or in writing, with respect to an 
Alternative Proposal.  Notwithstanding anything to the contrary contained herein, nothing in this 
Section 9.2 shall prohibit, restrict or limit in any way the ability of (i) any Affiliate of a Member 
which is a local distribution company or (ii) any Affiliate of a Member which is responsible for 
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the gas supply activities of the Member’s affiliated local distribution company from soliciting or 
accepting any offer or submitting a proposal to or negotiating or entering into any agreement 
with any Person relating to the acquisition of transmission capacity on any existing or proposed 
interstate pipeline, whether it is an Alternative Proposal or not. 

ARTICLE 10 
WITHDRAWAL 

10.1. No Right of Withdrawal.  A Member has no power or right to Withdraw from the 
Company except as provided in this Article 10. 
 

10.2. Right to Withdraw for Failure to Obtain Board Approval.  Each Member shall 
seek in good faith the necessary approvals from its upper management, board of directors and the 
board(s) of directors of its Affiliates and parent company(ies) (collectively, the “Member’s 
Board”) to participate in the Project as contemplated in this Agreement.  Each Member shall 
provide prompt notice to the Company and each other Member of the decision by the Member’s 
Board on such request for such necessary approvals.  Notwithstanding Section 10.1, a Member: 
(a) may Withdraw from the Company immediately by providing written notice thereof to the 
Board and each other Member (a “Withdrawal Notice”) if the Member is unable to secure such 
necessary approvals; provided that such Withdrawal right must be exercised, if at all, by the 
Withdrawn Member delivering the Withdrawal Notice on or before the earlier of October 1, 
2014 (provided that such date shall be October 28, 2014 with respect to SEP) and the fifth (5th) 
Business Day following the Member’s Board’s denial of such approvals, or else such 
Withdrawal right shall be waived; and (b) shall Withdraw (and shall automatically be a 
Withdrawn Member) if a Withdrawal Event occurs with respect such Member. 

10.3. Effect of Withdrawal.  If a Member Withdraws under Section 10.2 (a “Withdrawn 
Member”), then the following requirements shall apply in connection with such Withdrawal: 

(a) The Withdrawn Member shall cease to be a Member (and shall not be an 
Assignee) immediately upon the occurrence of the Withdrawal. 

(b) The Withdrawn Member shall not be entitled to receive any distributions 
from the Company, and neither it nor its Manager shall be entitled to exercise any voting 
or consent rights, to appoint any Manager or Alternate Manager to the Board (and the 
Manager (and the Alternate Manager) appointed by such Member shall be deemed to 
have resigned), or to receive any further information (or access to information) from the 
Company.  The Membership Interest and Capital Contribution Percentage of the 
Withdrawn Member shall not be taken into account in calculating the Membership 
Interests, Membership Interest Percentages and Capital Contribution Percentages of the 
Members for any purposes. 

(c) The Withdrawn Member shall pay to the Company all amounts it owes to 
the Company, as of the date of Withdrawal, whether or not then due, including its 
Membership Interest Percentage of all costs and expenses incurred by the Company in 
respect of the Project pursuant to this Agreement prior to the Withdrawal (including costs 
and expenses which the Company is contractually committed to, even if not then due as 
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of the date of Withdrawal); provided, however, notwithstanding anything to the contrary 
contained herein in no event shall a Withdrawn Member be obligated to pay more than its 
Membership Interest Percentage of the aggregate amount of the Preliminary Budget and, 
as to SEP, if SEP is the Withdrawn Member it shall not be obligated to pay more than 
$252,000.00. 

(d) The Membership Interest of the Withdrawn Member shall be allocated 
among the remaining Members in the proportion that each remaining Member’s 
Membership Interest Percentage bears to the total of the Membership Interest Percentages 
of all remaining Members, or in such other proportion as all of the remaining Members 
may unanimously agree.  

(e) Promptly after its Withdrawal, a Withdrawn Member shall destroy (and 
provide a certificate of destruction to the Company with respect to), or return to the 
Company, all non-public information in its possession subject to Section 14.13.  
Notwithstanding the immediately preceding sentence, but subject to the other provisions 
of Section 14.13, a Withdrawn Member may retain for a stated period, but not disclose to 
any other Person, confidential information for the limited purposes of preparing such 
Member’s tax returns and defending audits, investigations and proceedings relating 
thereto; provided, however, that the Withdrawn Member must notify the Board in 
advance of such retention and specify in such notice the stated period of such retention. 

(f) The Withdrawn Member shall execute such agreements and documents as 
the remaining Members or the Company may reasonably request in order to confirm and 
effectuate the terms of this Section 10.3. 

 
ARTICLE 11 

DISPOSITION 

11.1. Dispositions; Exception to Application of this Article 11. 

(a) No Member or Assignee may Dispose of all or any part of its Membership 
Interests or any beneficial right or interest therein, or contract to do or permit any of the 
foregoing, whether voluntarily or by operation of law, and any attempt to do so shall be 
void and not recognized on the Company’s books and records, other than Dispositions:  
(i) constituting Permitted Transfers or (ii) effected in accordance with this Article 11 
(and, with respect to an Assignee that is a Defaulting Member, in accordance with 
Section 4.4(b)(iv) and with the Unanimous Consent of the Board); provided, however, 
that notwithstanding anything herein to the contrary a Disposition by a Member 
(including a Permitted Transfer) or Assignee shall be null and void ab initio if: (A) 
following the proposed Disposition, the Company would have more than one hundred 
(100) members within the meaning of Treasury Regulations Section 1.7704-1(h)(1)(ii) 
(taking into account Treasury Regulations Section 1.7704-1(h)(3)); (B) such Disposition 
would cause the Company to be taxed as a corporation for federal tax purposes; (C) the 
transferee fails to deliver to the Company an executed Adoption Agreement and such 
other instruments and documents (including any documents required pursuant to Section 
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11.2), in form and substance reasonably satisfactory to the Board, to effect such transfer 
and to confirm the agreement of the transferee to be bound by all of the terms and 
provisions of this Agreement, as the Board shall request; (D) such Disposition would 
result in the violation of any applicable federal or state securities or other applicable laws; 
(E) if the transferee fails to comply with the requirements of Section 3.9 effective as of 
the date of Disposition; or (F) the transferee is a tax exempt entity, unless such transferee 
is approved by Unanimous Consent of the Board.  Members and Assignees shall bear any 
costs the Company incurs in connection with Dispositions of any of their Membership 
Interests.  No Disposition shall result in a Tax Termination of the Company unless the 
transferring Member or Assignee indemnifies all of the other Members against any 
adverse federal income tax effects that result from such Tax Termination in a manner 
reasonably satisfactory to all of the other Members.  The Members agree that a Member 
shall have the right to pledge all or any portion of such Member’s Membership Interest or 
grant a lien or security interest in all or any portion of such Member’s Membership 
Interest (a “Pledged Interest”) to any Person (a “Lender”); provided, that it is agreed that 
if any Lender forecloses upon or otherwise becomes the owner of such Pledged Interest, 
such Lender shall be deemed an Assignee and not a Member and shall not be admitted as 
a Member without the prior Unanimous Consent of the Board. 

(b) Notwithstanding any provision herein to the contrary, in no event shall any 
provision of this Article 11 be applicable in connection with any exchange, 
reclassification, or other conversion of Membership Interests or other debt or equity 
securities of the Company into any cash, securities, or other property pursuant to a 
Disposition of all or substantially all of the Company Properties. 

11.2. Substitution. 

(a) Unless an Assignee of any Membership Interests becomes a Member in 
accordance with the provisions of Section 11.2(b), such Assignee shall not be entitled to 
any of the rights granted to a Member hereunder in respect of such Membership Interests, 
other than as contemplated in Section 4.4(c) and the right to receive only the economic 
benefits related thereto, including allocations of income, gain, loss, deduction, credit and 
similar items and distributions to which the assignor would otherwise be entitled, to the 
extent such items are assigned. 

(b) An Assignee of any Membership Interests of a Member, or any portion 
thereof, shall become a Member entitled to all of the rights of a Member in respect of 
such Membership Interests only if: (i) the assignment to the Assignee was a Permitted 
Transfer, and the requirements of Section 11.1(a) have been satisfied; or (ii) after the 
Restricted Period has expired (A) the requirements of Section 11.1(a) have been satisfied 
and (B) the right of first refusal procedures outlined in Section 11.4 have been complied 
with; provided, however, that no Assignee that acquires a Membership Interest from an 
Assignee that is a Defaulting Member shall be admitted as a Member without complying 
with the requirements of Section 4.4(b)(iv) and the Unanimous Consent of the Board. 

11.3. Restricted Period.  Notwithstanding anything to the contrary contained herein, for 
a period commencing as of August 11, 2014 and lasting until six (6) months after the Project In-
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Service Date (such period, the “Restricted Period”), other than Dispositions constituting 
Permitted Transfers in accordance with Sections 11.1 and 11.2, no Member may Dispose of all 
or any part of its Membership Interests or any beneficial right or interest therein, or contract to 
do or permit any of the foregoing, whether voluntarily or by operation of law, and any attempt to 
do so shall be void and not recognized on the Company’s books and records.  Following the 
expiration of the Restricted Period, provided the obligations set forth in Section 11.4 are 
fulfilled, any Member may Dispose of all or any part of its Membership Interest or any beneficial 
right or interest therein, or contract to do or permit any of the foregoing; provided, however, that 
any Assignee acquiring a Membership Interest as a result of such Disposition may only be 
admitted as a Member in accordance with the requirements of Section 11.2(b).  

11.4. Right of First Refusal. 

(a) If following the Restricted Period a Member or any Assignee (in its 
capacity as such, a “Seller”) desires to Dispose of all or any part of its Membership 
Interest (the “Offered Membership Interest”) to any Person (a “Third-party Transferee”) 
other than in connection with a Permitted Transfer, or if at any time after the Effective 
Date the Member or Assignee is to consummate a Change in Control, the Seller (which 
for purposes of this Section 11.4 includes the Member or Assignee subject to a Change in 
Control) first must give the Members who are not subject to an Event of Default (each an 
“Offeree” and, collectively, the “Offerees”) written notice (the “ROFR Notice”) of such 
proposed Disposition or Change in Control, including all of the terms and conditions of 
such proposed sale (to the extent relating to the Offered Membership Interests).  The 
ROFR Notice will constitute an irrevocable offer for each Offeree to purchase the 
Offered Membership Interests upon the terms and conditions in the ROFR Notice and for 
the purchase price payable by the Third-party Transferee as specified therein (the 
“Purchase Price”).  The Members agree that (a) the Purchase Price shall consist only of 
cash, promissory notes or securities listed on a national securities exchange and no other 
types of consideration and (b) if a Change in Control is contemplated pursuant to a ROFR 
Notice, the consideration payable by the Third-party Transferee which is allocable to the 
Offered Membership Interests (which shall consist only of cash, promissory notes or 
securities listed on a national securities exchange and no other types of consideration) 
shall be specifically allocated and stated in the purchase and sale agreement delivered to 
the other Members.  The ROFR Notice shall include a statement of the types and amounts 
of consideration included as part of the Purchase Price payable for the Offered 
Membership Interests in the Disposition or Change in Control and a statement of the 
Seller’s good faith determination of the value of any non-cash consideration (the “Non-
Cash Consideration”), shall be executed by a duly authorized officer or manager of the 
Seller, shall certify that agreements have been executed by the parties identified in the 
ROFR Notice, and shall be accompanied by a copy of all instruments or relevant portions 
of instruments establishing such pricing, terms and conditions.  In determining the fair 
market value of any securities listed on a national securities exchange in such ROFR 
Notice, the value of such securities listed on a national securities exchange shall be 
determined by the number of such securities listed on a national securities exchange 
multiplied by a price equal to the volume-weighted average price of such entity’s 
securities listed on a national securities exchange (as reported by the applicable securities 
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exchange) for the ten (10) trading days ending immediately prior to such determination 
date. 

(b) Each Offeree will have thirty (30) days after the date of receipt of the 
ROFR Notice to deliver written notice to the Seller and the other Offerees (a “Purchase 
Notice”) agreeing to purchase up to its Proportionate Share of the Offered Membership 
Interests at the Purchase Price (payable solely in cash) and the terms set forth in the 
ROFR Notice, and the Seller shall be obligated to sell such Offered Membership Interests 
as described herein.  Each Offeree shall have the right to purchase such portion of the 
Offered Membership Interests that is equal to the product of (i) the Offered Membership 
Interests and (ii) a fraction (the “Proportionate Share”), the numerator of which shall be 
the Membership Interest Percentage of such Offeree and the denominator of which shall 
be the Membership Interest Percentages of all Offerees, excluding the Membership 
Interest Percentage of the Seller.  To the extent any Offeree does not elect to purchase its 
full Proportionate Share of the Offered Membership Interests or fails to respond to the 
ROFR Notice within the applicable period, each remaining Offeree that has elected to 
purchase its full Proportionate Share shall be entitled, by delivering written notice to the 
Seller and the other Offerees within five (5) days following the end of such thirty (30)-
day period (the “Additional Offer”) to purchase up to all of the remaining Offered 
Membership Interests.  If there is an oversubscription, the oversubscribed amount shall be 
allocated among the Offerees fully exercising their rights to purchase such remaining 
Offered Membership Interests pro rata based on the Membership Interest Percentage held 
by each fully-electing Offeree compared to the Membership Interest Percentages held by 
all fully-electing Offerees. 

(c) In the event the Offerees either agree to purchase all of the Offered 
Membership Interests or do not elect to purchase all of the Offered Membership Interests, 
the following provisions shall apply: 

(i) If the Offerees, on a collective basis, fail to elect to acquire all of 
the Offered Membership Interests, then the Seller may, within the ensuing one 
hundred and eighty (180)-day period (the “Transferability Period”), agree to 
Dispose of the Offered Membership Interests to the Third-party Transferee or to 
consummate the Change in Control in a manner that includes the Offered 
Membership Interests but only at a price that is the same or better than the 
Purchase Price and only on the terms set forth in the ROFR Notice or terms which 
are no more favorable to the Third-party Transferee or purchaser in the Change in 
Control transaction than those set forth in the ROFR Notice and pursuant to a 
written agreement substantially economically consistent with the terms in the 
ROFR Notice.  So as to verify compliance with the terms of this Agreement, 
promptly after the execution of any purchase or similar agreement with a Third-
party Transferee or purchaser in a Change in Control transaction pertaining to any 
such Disposition or Change in Control, the Seller shall deliver to the Offerees true 
and correct copies of any such agreement and any other closing documents 
executed in connection with such Disposition or Change in Control (only to the 
extent applicable to the Offered Membership Interests). 
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(ii) If the Offerees agree to acquire all of the Offered Membership 
Interests upon such terms set forth in the ROFR Notice, the Offerees will have 
thirty (30) days after the acceptance of the offer to consummate the purchase of 
the Offered Membership Interests.  The Offerees shall be permitted to pay the 
entire purchase price for the Offered Membership Interests in cash; provided, that 
if a portion of the consideration described in the ROFR Notice was payable 
pursuant to a promissory note, then the Offerees shall be permitted (on a pro rata 
basis) to pay such portion of the consideration by a promissory note on the same 
terms as are described in the ROFR Notice.  The cash portion of the purchase 
price for the Offered Membership Interests shall be payable by wire transfer in 
immediately available funds. If the Offerees are unable to consummate the 
purchase of all of the Offered Membership Interests within such thirty (30)-day 
period, then the Seller will thereafter be free to Dispose of the Offered 
Membership Interests or consummate the Change in Control transaction including 
the Offered Membership Interests within the ensuing one hundred fifty (150)-day 
period at a price that is the same or better than the Purchase Price and only on the 
terms set forth in the ROFR Notice or terms which are no more favorable to the 
Third-party Transferee or buyer in the Change in Control Transaction than those 
set forth in the ROFR Notice and pursuant to a written agreement substantially 
economically consistent with the terms in the ROFR Notice. 

(iii) Failure by an Offeree to respond to a ROFR Notice within the 
period provided herein will constitute a waiver of such Offeree’s rights with 
respect to the particular ROFR Notice to which such failure related. 

(d) If the Seller does not consummate a Disposition or Change in Control in 
accordance with the terms contemplated herein within the Transferability Period (or other 
one hundred and fifty (150)-day period described in Section 11.4(c)(ii)) and wishes to 
Dispose of its Offered Membership Interests after the Transferability Period (or other one 
hundred and fifty (150)-day period described in Section 11.4(c)(ii)), then the Seller will 
be required to again comply with the procedures set forth in this Section 11.4. 

(e) In the event of a Change in Control triggering the giving of a ROFR 
Notice, the Seller shall not be obligated to consummate the sale of the Offered 
Membership Interests until and unless the Change in Control is consummated (as 
modified to exclude the Offered Membership Interests).  If the Change in Control is not 
consummated for any reason, then the Offeree’s rights to acquire the Offered 
Membership Interests pursuant to the ROFR Notice shall terminate; provided, that the 
Seller shall not be permitted to Dispose of its Membership Interest or effect a Change in 
Control without complying again with the terms of this Section 11.4. 

(f) All consideration otherwise payable to a Defaulting Member in connection 
with the Disposition of Offered Membership Interests, or a Change in Control shall be 
payable to the Collection Party(ies), the Lending Party(ies) and the Company in 
accordance with Section 4.4(a), as applicable, to satisfy the Total Amount in Default, and 
the Defaulting Member shall be entitled to receive only the funds remaining after 
payment of the Total Amount in Default in accordance with Section 4.4(a).  In addition, 
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the terms of Section 11.1, Section 11.2 and this Section 11.4(f) shall also apply to any 
transferee of such Offered Membership Interests. 

11.5. Pre-emptive Rights. 

(a) If the Company shall propose to issue or sell any securities, it shall offer to 
sell to each Member for cash a portion of such securities to enable such Member to 
maintain such Member’s Membership Interest Percentage of the Company as it owned 
immediately prior to such issuance, on the same terms and conditions and at the lowest 
price as such securities are offered for issuance or sale (if the Company proposes to offer 
the securities for consideration other than cash, the Fair Market Value of such non-cash 
consideration shall be determined as provided herein). The Company shall give notice of 
the proposed issuance of securities (the “Pre-emptive Rights Notice”) to each Member 
not later than twenty (20) days before the closing of the proposed issuance.  The Pre-
emptive Rights Notice shall contain all material terms and conditions of the issuance and 
of the securities to be issued.  Each Member may elect to exercise all or any portion of its 
rights under this Section 11.5 by giving written notice (a “Pre-emptive Rights Exercise 
Notice”) to the Company within ten (10) days of the delivery of the Pre-emptive Rights 
Notice, stating the maximum amount of such securities it would like to purchase.   To the 
extent that a Member desires to purchase securities not subscribed by other Members, it 
may specify an amount, up to the maximum amount of securities subject to such offering, 
greater than such Member’s Membership Interest Percentage.  To the extent that any 
Member does not elect to purchase the maximum amount of securities offered to it by the 
Company, such unsubscribed securities shall be sold to any Members who subscribed for 
a number of securities greater than their respective Membership Interest Percentages, on 
a pro rata basis in accordance with the respective amounts subscribed by such Members 
in excess of their respective Membership Interest Percentages.  The closing of such 
offering of securities shall occur at such time and place and on such terms and conditions 
as determined by the Members purchasing securities. 

(b) If the Members fail to exercise the rights set forth in Section 11.5 with 
respect to any portion of the securities, the Company shall have ninety (90) days 
thereafter to sell such portion of the securities in respect of which the Members’ rights 
were not exercised, at a price no less than the price set forth in the Pre-emptive Rights 
Notice and on terms and conditions no less favorable to the Company than those stated in 
such notice.  If the Company has not sold such securities within such ninety (90)-day 
period, the Company shall not thereafter issue or sell any securities, without first offering 
such securities to the Members in the manner provided above. 

ARTICLE 12 
DISSOLUTION, LIQUIDATION, AND TERMINATION 

12.1. Dissolution.  The Company shall dissolve and its affairs shall be wound up on the 
first to occur of the following: 

(a) the Unanimous Consent of the Board to dissolve the Company; 
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(b) entry of a decree of judicial dissolution of the Company under Section 18-
802 of the Act; and 

(c) unless all of the Members otherwise agree, upon consummation of the 
Disposition of all or substantially all of the Company Properties. 

The Company shall comply with all applicable laws in connection with any dissolution of 
the Company, including seeking abandonment authority from FERC if required.    

 
12.2. Liquidation and Termination.  On dissolution of the Company, the liquidator shall 

be the Board or a Person selected by Unanimous Consent of the Board.  The liquidator shall 
proceed diligently to wind up the affairs of the Company at the direction of the Board and make 
final distributions as provided herein and in the Act.  The costs of liquidation shall be borne as a 
Company expense.  The steps to be accomplished by the liquidator are as follows: 

(a) As promptly as possible after dissolution and again after final liquidation, 
the liquidator shall cause a proper accounting to be made of the Company Property, 
liabilities, and operations through the last day of the calendar month in which the 
dissolution occurs or the final liquidation is completed, as applicable. 

(b) The liquidator shall pay, satisfy or discharge from Company funds all of 
the debts (including debts owing to any Member), liabilities and obligations of the 
Company (including all expenses incurred in liquidation) or otherwise make adequate 
provision for payment and discharge thereof (including the establishment of a cash 
escrow fund for contingent liabilities in such amount and for such term as the liquidator 
may reasonably determine). 

(c) To the extent that the Company has any remaining Company Property: 

(i) The liquidator may sell any or all of the Company Properties and 
any resulting gain or loss from each sale shall be computed and allocated to the 
Capital Accounts of the Members as provided in Article 5. 

(ii) With respect to all of the Company Properties that are not sold, the 
Fair Market Value of such Company Properties shall be determined and the 
Capital Accounts of the Members shall be adjusted to reflect the manner in which 
the unrealized income, gain, loss, and deduction inherent in property or assets that 
have not been reflected in the Capital Accounts previously would be allocated 
among the Members pursuant to Article 5 if there were a taxable Disposition of 
such Company Properties for the Fair Market Value of such Company Properties 
on the date of distribution. 

(iii) All remaining Company Property shall be distributed to the 
Members in accordance with Section 5.5(b).  If the amounts to be distributed to 
the Members in accordance with Section 5.5(b) do not correspond to the 
respective Capital Account balances of the Members, then income, gain, loss and 
deduction for the Fiscal Year in which the liquidation occurs shall be reallocated 
among the Members to cause, to the extent possible, the Members’ Capital 
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Accounts immediately prior to such distribution to correspond to the amounts to 
be distributed in accordance with Section 5.5(b). 

(iv) All distributions in kind to the Members shall be valued for 
purposes of determining each Member’s interest therein at its Fair Market Value 
at the time of such distribution, and such distributions shall be made subject to the 
liability of each distributee for costs, expenses, and liabilities theretofore incurred 
or for which the Company has committed prior to the date of termination, and 
those costs, expenses, and liabilities shall be allocated to the distributee pursuant 
to this Section 12.2. 

(v) Any distribution to the Members in liquidation of the Company 
shall be made by the later of the end of the taxable year in which the liquidation 
occurs or ninety (90) days after the date of such liquidation.  For purposes of the 
preceding sentence, the term “liquidation” shall have the same meaning as set 
forth in Treasury Regulations Section 1.704-1(b)(2)(ii).  The distribution of cash 
and/or property or assets to a Member in accordance with the provisions of this 
Section 12.2 constitutes a complete return to the Member of its Capital 
Contribution and a complete distribution to the Member of its Membership 
Interest and all of the Company Properties and constitutes a compromise to which 
all of the Members have consented within the meaning of Section 18-502(b) of 
the Act.  To the extent that a Member returns funds to the Company, it has no 
claim against any other Member for those funds. 

(vi) If a sale of the Company is structured as a Disposition of 
Membership Interests (whether a direct sale, a merger, an exchange of interests, 
or other similar transaction), the amount of the aggregate purchase price to be 
allocated among the Members shall be determined in a manner consistent with the 
amounts that would have been distributed to the Members if the Company had 
been liquidated in accordance with this Section 12.2 and if the total liquidating 
distributions with respect to all Membership Interests had equaled the aggregate 
purchase price being paid for all the Membership Interests.   

12.3. Deficit Capital Accounts.  Notwithstanding anything to the contrary contained in 
this Agreement, and notwithstanding any custom or rule of law to the contrary, no Member shall 
be obligated to restore a deficit balance in its Capital Account at any time. 

12.4. Certificate of Cancellation.  On completion of the distribution of Company 
Properties as provided herein, the Company shall be terminated and the Members shall file a 
certificate of cancellation with the Secretary of State of Delaware, cancel any other filings made 
pursuant to Section 1.5, and take such other actions as may be necessary to terminate the 
Company. 
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ARTICLE 13 
REPRESENTATIONS AND WARRANTIES 

13.1. Representations and Warranties of the Members.  Each Member hereby represents 
and warrants to the Company and each other Member that: (a) it is duly formed, validly existing 
and (if applicable) in good standing under the laws of the state of its formation, and if required 
by applicable law is duly qualified to do business and (if applicable) is in good standing in the 
jurisdiction of its principal place of business (if not formed therein); (b) subject to Section 10.2, 
it has full corporate, limited liability company, partnership, trust, or other applicable power and 
authority to execute and deliver this Agreement and to perform its obligations hereunder, and all 
necessary actions by the board of directors, shareholders, managers, members, partners, trustees, 
beneficiaries, or other Persons necessary for the due authorization, execution, delivery, and 
performance of this Agreement have been duly taken; (c) it has duly executed and delivered this 
Agreement and this Agreement is enforceable against such Member in accordance with its 
respective terms, subject to bankruptcy, moratorium, insolvency and other applicable law 
generally affecting creditors’ rights and general principles of equity (whether applied in a 
proceeding in a court of law or equity); (d) its authorization, execution, delivery, and 
performance of this Agreement does not violate or conflict with laws applicable to such Member 
or its properties or any governance document or material obligation under any material 
agreement or arrangement to which such Member is a party or by which it is bound; and (e) it: (i) 
has been furnished with such information about the Company and the Membership Interest as 
such Member has requested; (ii) has made its own independent inquiry and investigation into, 
and based thereon has formed an independent judgment concerning, the Company and that 
Member’s Membership Interest therein; (iii) has adequate means of providing for its current 
needs and possible individual contingencies and is able to bear the economic risks of this 
investment and has a sufficient net worth to sustain a loss of its entire investment in the 
Company in the event such loss should occur; (iv) has such knowledge and experience in 
financial and business matters as to be capable of evaluating the merits and risks of an 
investment in the Company; (v) is an “accredited investor” within the meaning of “accredited 
investor” under Regulation D of the Securities Act; and (vi) understands and agrees that its 
Membership Interest shall not be sold, pledged, hypothecated or otherwise transferred except in 
accordance with the terms of this Agreement and pursuant to an applicable exemption from 
registration under the Securities Act and other applicable securities laws.  Upon the occurrence 
and during the continuation of any event or condition which would cause a Member to be in 
breach of a representation or warranty contained in clause (e) of this Article 13, the breaching 
Member shall be treated as an Assignee, provided that nothing in this sentence shall in any way 
alter or limit the consequences of Section 4.4(b) in the event such breaching Member becomes a 
Defaulting Member. 

ARTICLE 14 
GENERAL PROVISIONS 

14.1. Notices.  Except as expressly set forth to the contrary in this Agreement, all 
notices, requests, consents or other communications provided for or permitted to be given under 
this Agreement must be in writing and must be given by personal delivery, by certified or 
registered United States mail (postage prepaid, return receipt requested), by a nationally 
recognized overnight delivery service for next day delivery, or by facsimile or other electronic 
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transmission, to the addresses given for that Member on Exhibit C or such other address as that 
Member may specify by written notice to the other Members.  All notices, requests, consents and 
other communications to be sent to the Company must be sent to or made at the address of the 
Company’s principal place of business or such other address as set forth in Exhibit C, or as the 
Company may specify by notice to the Members.  All such notices, requests, consents  and other 
communications will be effective only upon receipt, except that if received after 5:00 p.m. (in the 
recipient’s time zone) on a Business Day or if received on a day that is not a Business Day, such 
notice, request, consent or communication will not be effective until the next succeeding 
Business Day. 

14.2. Amendment or Modification. 

(a) The Board may amend any provision of this Agreement or the Certificate, 
and execute, swear to, acknowledge, deliver, file and record whatever documents may be 
required in connection therewith, only to reflect: 

(i) a change in the name of the Company, in the registered office or 
registered agent of the Company or in the location of the principal place of 
business of the Company; 

(ii) the admission, substitution or Withdrawal of Members as provided 
in this Agreement, including amendments to Exhibit C and adjustments to 
Membership Interests, Membership Interest Percentages and Capital Contribution 
Percentages in connection therewith; 

(iii) the amendment of Exhibit D in connection with the appointment 
and removal of Managers and Alternate Manages as provided in this Agreement; 
or 

(iv) a change that is reasonable and necessary or appropriate to qualify 
or register, or continue the qualification or registration of, the Company as a 
limited liability company (or an entity in which the Members have limited 
liability) under the laws of any state or a change which is necessary or advisable 
to ensure that the Company will not be treated as an association taxable as a 
corporation for federal income tax purposes. 

(b) Except as expressly set forth in Section 14.2, this Agreement may not be 
amended, supplemented or otherwise modified without the prior written consent of all of 
the Members. 

14.3. Entire Agreement.  This Agreement and the Exhibits attached hereto and the 
Certificate, constitute the entire agreement and understanding of the Members in respect of the 
subject matter set forth herein and supersede all prior understandings, agreements or 
representations by or among the Members, written or oral, to the extent they relate to the subject 
matter hereof or the transactions contemplated herein and including the Limited Liability 
Company Agreement of the Company dated August 11, 2014 which is replaced by this 
Agreement. 
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14.4. Extensions; Waivers.  Any Member may, for itself only, (a) extend the time for 
the performance of any of the obligations of any other Member under this Agreement, (b) waive 
any inaccuracies in the representations and warranties of any other Member contained herein or 
in any document delivered pursuant hereto, and (c) waive compliance with any of the agreements 
or conditions for the benefit of such Member contained herein.  Any such extension or waiver 
will be valid only if set forth in a writing signed by the Member to be bound thereby.  No waiver 
by any Member of any default, misrepresentation or breach of warranty or covenant hereunder, 
whether intentional or not, may be deemed to extend to any prior or subsequent default, 
misrepresentation or breach of warranty or covenant hereunder or affect in any way any rights 
arising because of any prior or subsequent such occurrence.  Neither the failure nor any delay on 
the part of any Member to exercise any right or remedy under this Agreement will operate as a 
waiver thereof, nor will any single or partial exercise of any right or remedy preclude any other 
or further exercise of the same or of any other right or remedy. 

14.5. Assignment; Binding Effect.  Except as expressly provided herein, no Member 
may assign either this Agreement or any of its rights, interests or obligations hereunder, 
including its Membership Interest, without the prior written approval of the other Members, such 
approval to be in the Members’ sole discretion, and any such assignment by a Member without 
prior written approval of all of the other Members will be deemed void ab initio and not binding 
on such other Members or the Company.  All of the terms, agreements, covenants, 
representations, warranties and conditions of this Agreement are binding upon, and inure to the 
benefit of and are enforceable by, the Members and their respective successors and permitted 
assigns. 

14.6. Governing Law.  THIS AGREEMENT AND THE PERFORMANCE OF THE 
TRANSACTIONS AND OBLIGATIONS OF THE PARTIES HEREUNDER WILL BE 
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE 
STATE OF DELAWARE, WITHOUT GIVING EFFECT TO ANY CHOICE OF LAW 
PRINCIPLES. 

14.7. Dispute Resolution. 

(a) Should a dispute arise among the Members relating to this Agreement, any 
Member may seek to resolve any such dispute through negotiations among senior 
executives of the Members who have the authority to settle such dispute (“Senior 
Executives”) by providing the other Members written notice of its intent to invoke this 
dispute resolution provision.  The Senior Executives will meet at a mutually acceptable 
time and place within fifteen (15) days after such notice and thereafter as often as they 
reasonably deem necessary to exchange relevant information and to attempt to resolve the 
dispute.  All negotiations and communications pursuant to this Section 14.7 will be 
treated and maintained by the Members as confidential information and will be treated as 
compromise and settlement negotiations for purposes of the federal and state rules of 
evidence.  If the matter has not been resolved within fifteen (15) days after the initial 
written notice set forth above, or such longer period as may be mutually agreed upon by 
all of the Members (the “Negotiation End Date”), the matter will be submitted to non-
binding mediation in Wilmington, Delaware before a mediator agreed to by all of the 
Members who has relevant industry experience.  If the Members cannot agree upon a 
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mediator within seven (7) days of the Negotiation End Date, then a judge of the federal 
courts in the State of Delaware shall appoint a mediator (or the American Arbitration 
Association in Wilmington, Delaware, if a judge is not willing to make such 
appointment) upon application of any Member, and such mediator shall have at least 
fifteen (15) years’ experience mediating energy transactions.  The costs of mediation 
shall be shared by the disputing Members in proportion to their Membership Interest 
Percentages.  In the event such dispute is not resolved through mediation as set forth 
herein, the Members shall be free to resolve such matter through any other legal remedy, 
including litigation. 

(b) All negotiations, settlement offers and mediation proceedings and the 
award relating to a dispute and documents exchanged or produced during mediation 
proceedings are confidential and may not be disclosed by the Members, their respective 
Affiliates and each of their respective employees, officers, directors, counsel, consultants 
and expert witnesses. 

(c) All disputes relating to this Agreement that result in litigation shall be 
resolved in the state or federal courts located in the State of Delaware, and with regard to 
any such litigation, each Member, for itself and in respect of its property, unconditionally 
and irrevocably (i) consents and submits to the exclusive jurisdiction of such courts, and 
venue in such courts and (ii) waives any claim of forum non conveniens.   

14.8. Severability.  The provisions of this Agreement will be deemed severable and the 
invalidity or unenforceability of any provision will not affect the validity or enforceability of the 
other provisions hereof; provided, that if any provision of this Agreement is found to be 
unenforceable in accordance with its terms, the Members agree that such provisions shall be 
deemed modified to the minimum extent necessary consistent with its objectives to make such 
provision enforceable, and/or to delete specific words or phrases, and in its reduced form, such 
provision will then be enforceable and will be enforced, and if such provision is not capable of 
being so modified, it shall be deemed excised from this Agreement, and the remaining provisions 
of this Agreement shall in all circumstances remain in full force and effect. 

14.9. Further Assurances.  In connection with this Agreement and the transactions 
contemplated hereby, each Member shall execute and deliver any additional documents and 
instruments and perform any additional acts that may be necessary or appropriate to effectuate 
and perform the provisions of this Agreement and those transactions. 

14.10. Title to Company Property.  All Company Property owned by the Company, 
whether real or personal, tangible or intangible, shall be deemed to be owned by the Company, 
and no Member, Officer, Manager or Person acting as the Project Manager, Operator or 
Construction Manager under any Principal Agreement, individually, shall have any ownership of 
Company Property.  The Company shall hold all Company Properties in its own name.  All 
Company Property shall be recorded as the property of the Company in its books and records 
without regard to the name in which record title to such assets is held. 

14.11. Public Announcements.  Neither the Company nor any Member may issue a press 
release or other public statement with respect to this Agreement or the transactions contemplated 
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hereby without the prior approval of each Member in writing, whether by email or otherwise; 
provided, that in no event shall the economic terms of this Agreement or the transactions 
contemplated hereby be disclosed by any Person (except as provided in Section 14.13), unless 
such disclosure is required pursuant to applicable law, by order of a court of applicable 
jurisdiction or by a national stock exchange. 

14.12. No Third Party Beneficiaries.  Except as otherwise provided in Article 8, it is the 
intent of the Members that no third-party beneficiary rights be created or deemed to exist in favor 
of any Person not a party to this Agreement, unless otherwise expressly agreed to in writing by 
the Members. 

14.13. Confidentiality.  Each Member agrees that all non-public information received 
from or otherwise relating to the Company, its businesses (including the Project and Pipeline 
Business), the Members, or any third party who has entrusted the Company with confidential 
information regarding the business, operations or prospects of such third party with the 
expectation that such information will be kept confidential, is confidential and will not be (a) 
disclosed or otherwise released to any other Person (other than to another Member or to such 
Member’s Affiliates or its or their directors, managers, partners, employees, counsel, financial 
and tax advisors and lenders for a valid business purpose or in the performance of its rights and 
responsibilities hereunder) or (b) used for any purpose other than as necessary and appropriate in 
carrying out the business of the Company.  Any recipient of such confidential information shall 
be advised of its confidential status, and the disclosing Member shall be responsible for any 
breaches hereof by any Person to whom such Member provides confidential information.  The 
restrictions set forth herein do not apply to: (i) information that is or becomes available to such 
Member on a non-confidential basis from a source (other than the Company) that is not known 
by such Member to be bound by a confidentiality agreement; (ii) information that was known by 
such Member prior to disclosure by or at the direction of the Company; (iii) information that is 
independently developed by such Member without violating any obligations under this 
Agreement; or (iv) any disclosures required by a national stock exchange, applicable law or 
regulatory authority, so long as (x) the Person subject to such disclosure obligations provides 
prior written notice (to the extent reasonably practicable) to the Company and the Members 
stating the basis upon which the disclosure is asserted to be required, and (y) the Person subject 
to such disclosure obligations takes reasonable steps to oppose or mitigate any such disclosure.  
Notwithstanding anything in this Agreement to the contrary, Company and the Members shall 
not disclose, unless required to do so by applicable law,  the fact that SEP is a Member in the 
Company to a third party (i) if SEP provides a Withdrawal Notice pursuant to Section 10.2, or 
(ii) prior to the date on which SEP notifies the Company and the other Members that SEP has 
obtained all necessary approvals from its Member’s Board to participate in the Project as 
contemplated in this Agreement, and thereafter any such disclosure must be in conformance with 
this Agreement.  The obligations of the Members under this Section 14.13 (including the 
obligations of any Withdrawn Member) shall continue to bind any Person that has ceased to be a 
Member and shall terminate on the second (2nd) anniversary of the end of the Term. 

14.14. WAIVER OF JURY TRIAL.  EACH OF THE PARTIES HERETO 
KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVES ANY RIGHTS IT MAY 
HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED HEREON, OR 
ARISING OUT OF, UNDER, OR IN CONNECTION WITH, THIS AGREEMENT OR THE 
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CONTEMPLATED TRANSACTIONS, OR ANY COURSE OF CONDUCT, COURSE OF 
DEALING OR STATEMENTS (WHETHER VERBAL OR WRITTEN) RELATING TO THE 
FOREGOING.  THIS PROVISION IS A MATERIAL INDUCEMENT FOR THE PARTIES TO 
ENTER INTO THIS AGREEMENT. 

14.15. Headings.  The Article and Section headings contained in this Agreement are 
inserted for convenience only and will not affect in any way the meaning or interpretation of this 
Agreement. 

14.16. Counterparts; Effectiveness.  This Agreement may be executed in two (2) or more 
counterparts, each of which will be deemed an original but all of which together will constitute 
one (1) and the same instrument.  This Agreement will become effective when one (1) or more 
counterparts have been signed by each of the Members and delivered to the other Members, 
which delivery may be made by exchange of copies of the signature page by facsimile or 
electronic transmission.  For purposes of determining whether a Party has signed this Agreement 
or any document contemplated hereby or any amendment or waiver hereof, a handwritten 
signature on a paper document or a facsimile or electronic transmission of a handwritten original 
signature will constitute a signature. 

14.17. Legal Representation.  Each Member hereby acknowledges that the Member has 
been advised that the Member should seek and has had the opportunity to seek independent legal 
counsel to review this Agreement on the Member’s behalf and to obtain the advice of such legal 
counsel relating to such documentation.   

[Signature pages follow] 

 















   
 

EXHIBIT A-1 
 

EXHIBIT A 

ADOPTION AGREEMENT 

See the attached.



EXHIBIT A-2 

ADOPTION AGREEMENT 

This Adoption Agreement (this “Adoption”) is executed by the undersigned (the 
“Transferee”) on [_______________] (the “Execution Date”) for the benefit of PennEast 
Pipeline Company, LLC, a Delaware limited liability company (the “Company”), and each of 
the Members (as defined in the Agreement (defined below)), pursuant to the terms of the Limited 
Liability Company Agreement of the Company, dated as of August 11, 2014, and all Exhibits 
thereto, together with all amendments thereto, copies of which are attached hereto as Annex A 
and are incorporated herein by reference (collectively, the “Agreement”).  By the execution of 
this Adoption, the Transferee hereby agrees as follows: 

1. Capitalized terms used but not otherwise defined in this Adoption have the 
meanings assigned to such terms in the Agreement.  Transferee acknowledges that Transferee is 
acquiring certain Membership Interests in the Company which are subject to the terms and 
conditions set forth in the Agreement and the certificate of formation of the Company, a copy of 
which certificate of formation, together with all amendments thereto, is attached hereto as Annex 
B (the “Certificate”).   

2. Transferee:  (a) agrees that the Membership Interests acquired by Transferee shall 
be bound by and subject to the terms and conditions of the Agreement and the Certificate;  and 
(b) adopts and agrees to be bound by the Agreement and the Certificate with the same force and 
effect as if the undersigned was a party thereto. 

3. Transferee represents and warrants to the Company and each of the Members as 
of the Execution Date as follows: 

(a) All of the representations and warranties in Section 13.1 of the Agreement 
are true and correct in all respects as of the Execution Date; 

(b) It is the sole beneficial owner of the Membership Interest in the Company 
to be registered in its name; 

(c) It either (i) is not a grantor trust, partnership or S corporation for U.S. 
federal income tax purposes or (ii) was not formed with, and will not be used for, a 
principal purpose of permitting the Company to satisfy the one hundred (100) member 
limitation contained in Treasury Regulations Section 1.7704-1(h)(1)(ii); 

(d) It did not acquire, and will not transfer, the Membership Interest through: 
(i) a national, non-U.S., regional, local or other securities exchange; (ii) PORTAL; or (iii) 
over-the-counter market (including an interdealer quotation system that regularly 
disseminates firm buy or sell quotations by identified brokers or dealers by electronic 
means or otherwise); and 

(e) It did not acquire, and will not transfer, the Membership Interest from, to 
or through (i) a person, such as a broker or dealer, that makes a market in, or regularly 
quotes prices for, the Membership Interest or (b) a person that regularly makes available 
to the public (including customers or subscribers) bid or offer quotes with respect to the 



EXHIBIT A-3 

Membership Interest and stands ready to effect, buy or sell transactions at the quoted 
prices for itself or on behalf of others; and 

4. Transferee’s execution of this Adoption shall not constitute admission of the 
Transferee as a Member of the Company unless and until Transferee has complied with all of the 
requirements of the Agreement. 

5. This Adoption will become effective when signed by the Transferee and delivered 
to the Company, which delivery may be made by facsimile or electronic transmission.  For 
purposes of determining whether Transferee has signed this Adoption, a handwritten signature 
on a paper document or a facsimile or electronic transmission of a handwritten original signature 
will constitute a signature.  This Adoption shall be governed by and construed in accordance 
with the laws of the State of Delaware, without giving effect to any choice of law principles.  

6. This Adoption shall be binding upon and inure to the benefit of Transferee and the 
Company and their respective successors and permitted assigns. 

7. Any notice required or permitted by the Adoption or the Agreement shall be given 
to Transferee at the address listed under the Transferee’s signature below. 

[Remainder of page intentionally left blank.  Signature page follows.] 

 



EXHIBIT A-4 

IN WITNESS WHEREOF, the undersigned hereby executes this Adoption as of 
_________, 20__. 

 

TRANSFEREE: 
 
[____________________________] 
 
 
By:_______________________________ 
Name:_____________________________ 
Title:______________________________ 
 
 
Notice Address: 
 
___________________________________ 
___________________________________ 
___________________________________ 
___________________________________ 

  



EXHIBIT A-5 

 
Annex A to Adoption Agreement 

 
Copy of the Agreement 
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Annex B to Adoption Agreement 

Copy of the Certificate 

 



EXHIBIT B 

EXHIBIT B 

TERMS AND CONDITIONS OF PROJECT MANAGEMENT AGREEMENT 

See the attached. 



   
 

EXHIBIT C 
 

EXHIBIT C 

MEMBER ADDRESSES, INITIAL CAPITAL CONTRIBUTIONS, AND INITIAL 
MEMBERSHIP INTERESTS AND CAPITAL CONTRIBUTION PERCENTAGES 

 

Name and Addresses 
of Members 

Initial Capital 
Contributions 

Initial Membership
Interest Percentages 

Initial Capital  
Contribution Percentages 

AGL 
c/o AGL Resources, Inc. 
10 Peachtree Pl., NE 
Atlanta, GA 30309 
Attn: PennEast AGL Manager 
 

 20.0% 20.0% 

NJR 
NJR Pipeline Company 
1415 Wyckoff Road 
Wall, NJ 07719 
Attn: PennEast NJR Manager 
 

 20.0% 20.0% 

SJI 
South Jersey Industries 
1 South Jersey Plaza 
Folsom, NJ 08037 
Attn: Gina Merritt-Epps, Esq. 
General Counsel and Corporate 
Secretary 
 

 20.0% 20.0% 

UGI 
UGI PennEast, LLC 
One Meridian Blvd., Suite 2C01 
Wyomissing, PA 19610 
Attn:  PennEast UGI Manager 
 

 20.0% 20.0% 

PSEG 
80 Park Plaza, T20 
Newark, NJ 07101 
Attn: PennEast PSEG Manager 
 

 10.0% 10.0% 

SEP 
Spectra Energy Partners, LP 
5400 Westheimer Court 
Houston, TX 77056 
Attn: PennEast SEP Manager 

 10.0% 10.0% 

 

 *  In addition to the cash amount, each Member (other than PSEG and SEP since PSEG and SEP are not 
parties to the following described agreement) will contribute to the Company as part of its Initial Capital 
Contributions all of its right, title and interest in and to any and all Preliminary Work, including all 
reports and work product produced or acquired as part of the Preliminary Agreement, dated as of May 29, 
2014, by and among AGL, NJR, SJI and UGI Energy Services, LLC, as amended on August 1, 2014. 



   
 

EXHIBIT D 

EXHIBIT D 

DESIGNATED MANAGERS AND ALTERNATE MANAGERS 

 

I. AGL Manager – Charles Rawson 

 AGL Alternate Manager – Tim Sherwood 

  
  
II. NJR Manager – David C. Johnson 

 NJR Alternate Manager – John A. Herbert 

 

III. SJI Manager – Greg Nuzzo 

SJI Alternate Manager – Ken DePriest 

 

IV. UGI Manager – Peter Terranova 

UGI Alternate Manager – Anthony Cox 
 

 
 
V. PSEG Manager – Timothy Pellegrin 
 
 PSEG Alternate Manager – Jorge Cardenas 
 
 
 
VI. SEP Manager - Brian R. McKerlie 
 
 SEP Alternate Manager - Erin Petkovich 
 



 

EXHIBIT E 

EXHIBIT E 

MINIMUM INSURANCE COVERAGE 

Workers’ Compensation.  At such time as the Members determine that the Company 
should hire an employee, the Company shall maintain statutory worker’s compensation 
insurance, covering all of its employees and statutory employees, in accordance with the benefits 
afforded by the statutory Worker’s Compensation Acts applicable to the state, territory, or 
district of hire, supervision, or place of accident.  In addition, the Company shall maintain 
employer’s liability insurance with a limit of not less than five million dollars ($5,000,000) each 
accident, five million dollars ($5,000,000) disease each employee, and five million dollars 
($5,000,000) disease policy limit.   

Commercial General Liability Insurance.  The Company shall self-insure Commercial 
General Liability Insurance covering its operations including bodily injury, death, property 
damage, independent contractors, products/completed operations, contractual, and personal 
injury liability, for one million dollars ($1,000,000) per occurrence. 

Commercial Automobile Insurance.  At such time as the Members determine that the 
Company should own, hire or rent automotive equipment, the Company shall maintain 
Commercial Automobile Insurance covering owned, hired, rented, and non-owned automotive 
equipment with a limit of not less than five million dollars ($5,000,000) per accident. 

 Umbrella Liability Insurance.  The Company shall maintain Umbrella Liability 
Insurance with a minimum limit of twenty-five million dollars ($25,000,000) in excess of 
underlying limits of the Comprehensive General Liability and, when applicable, Automobile 
Liability coverages. 

 Property Insurance. The Company shall maintain property insurance coverage in 
amounts no less than the maximum probable loss as agreed to by Super Majority Consent of the 
Board.
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EXHIBIT F 

PRELIMINARY BUDGET 

See the attached.



 

EXHIBIT F-2 
 

Preliminary Budget 
 

Spend through June 30, 2014 incl. UGI PM 
Outreach and Environmental Survey 

10% of Initial Agency/Stakeholder Communications 

Field Surveys and Data Collection 

Health and Safety Plan 

Rare Threatened and Endangered 

Land Services for just Access and Notification Phase 

20% of Mapping and Data Integration 

20% of Management/Open Houses/Meetings 

FERC Resource Reports 
RR1 

RR2 

RR3 

RR4 

RR5 

RR6 

RR7 

RR8 

RR9 

RR10 

RR11 

RR12 

Production/Submittal 

Outreach (includes branding and polling) 
Outside Counsel 
Cost Estimating and Monte Carlo Simulation 
Cost of Service Rate Modeling 
UGI Project Management (Eng, PM, Legal, Outreach) 
 
Total 

$ 
$ 
$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 
$ 
$ 
$ 
$ 

$ 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

<‐‐          

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

<‐‐4 FTEs 

 

 

 

 

 

 

Land Services Detail: 
Preliminary Title 

Survey Acquisition 

Project Management 

Survey Support and Landowner Notification 

Survey Permission document generation, QA/QC, document review, GIS, 

       Survey Stipulations, and general project support. Recording of Documents 

Expenses 
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Exhibit B

State Authorizations

PennEast Pipeline Company, LLC is a limited liability company
formed and existing under the laws of the State of Delaware.
PennEast Pipeline Company, LLC is authorized to operate in:

State Date Authorized
New Jersey August 15, 2014
Pennsylvania August 18, 2014

Copies of the authorizations are attached.
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Company Officials



Docket No. CP15-___-000
PennEast Pipeline Company, LLC

Exhibit C

Company Officials

Name Member Company Title

David C. Johnson NJR Pipeline Company Manager

Timothy Pellegrin PSEG Power Gas Holdings, LLC Manager

Charles Rawson Red Oak Enterprise Holdings, Inc. Manager

Greg Nuzzo SJI Midstream, LLC Manager

Brian R. McKerlie Spectra Energy Partners, LP Manager

Peter G. Terranova UGI PennEast, LLC Manager / Chairman



PennEast Pipeline Company, LLC

PennEast Project
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Exhibit D

Subsidiaries and Affiliation

An organizational chart is attached.
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Location of Facilities
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Exhibit F-I

Environmental Report

Volumes II-A and II-B contain the public version of Exhibit F-I

The Project Landowner List in Appendix F, certain portions of Agency Correspondence
in Appendix G, and Cultural Resource Information in Appendix J contain privileged and

confidential information and are located in Volume III.

This information has been removed for privileged treatment and is marked:

CONTAINS PRIVILEGED INFORMATION
- DO NOT RELEASE

The Plot Plans in Appendix B contain critical energy infrastructure information and are
located in Volume IV.

This information has been removed for privileged treatment and is marked:

CONTAINS CRITICAL ENERGY INFRASTRUCTURE INFORMATION
- DO NOT RELEASE



PennEast Pipeline Company, LLC

PennEast Project

DOCKET NO. CP15-___-000

Exhibits G-GII

Flow Diagrams and Flow Diagram Data – Volume IV

This information has been removed for privileged treatment and is marked:

CONTAINS CRITICAL ENERGY INFRASTRUCTURE INFORMATION
- DO NOT RELEASE

Hydraulic Flow Models – removed to Volume III

This information has been removed for privileged treatment and is marked:

CONTAINS PRIVILEGED INFORMATION - DO NOT RELEASE

and

CONTAINS CRITICAL ENERGY INFRASTRUCTURE INFORMATION
- DO NOT RELEASE
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Market Data

This information has been removed for privileged treatment and is marked:

CONTAINS PRIVILEGED INFORMATION - DO NOT RELEASE
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Page 1 of 2

Federal Agency, State Agency (acting pursuant to delegated Federal authority) Permits, Licenses,
Authorizations, and Consultations Required for the PennEast Pipeline Project

Agency Permit/Approval/Consultation
Date Submitted/

Anticipated
Submittal Date

Date Received /
Anticipated
Receipt Date

U.S. Army Corps of Engineers (USACE)
 Philadelphia District
 Baltimore District

Required Permit:
 Rivers and Harbors Act, Section 10
 Clean Water Act (CWA), Section 404
 Title 33, Section 408 Approvals

September 2015
November or

December 2016

U.S. Fish and Wildlife Service –
Pennsylvania

Endangered Species Act (ESA), Section 7
Consultation and Clearance September 2015

November or
December 2016

U.S. Fish and Wildlife Service – New
Jersey

ESA, Section 7
Consultation and Clearance September 2015

November or
December 2016

National Marine Fisheries Service
(NMFS)

ESA, Section 7
Consultation and Clearance September 2015

November or
December 2016

Pennsylvania Department of
Environmental Protection (PADEP) CWA, Section 401 Water Quality Certification September 2015

November or
December 2016

PADEP Erosion and Sediment Control General Permit (ESCGP-2) September 2015
November or

December 2016

PADEP Clean Air Act plan approval/construction permit September 2015
November or

December 2016

Pennsylvania Historical and Museum
Commission (PHMC)

National Historic Preservation Act, Section 106 Consultation September 2015
November or

December 2016
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Federal Agency, State Agency (acting pursuant to delegated Federal authority) Permits, Licenses,
Authorizations, and Consultations Required for the PennEast Pipeline Project

Agency Permit/Approval/Consultation
Date Submitted/

Anticipated
Submittal Date

Date Received /
Anticipated
Receipt Date

New Jersey Department of Environmental
Protection (NJDEP), Division of Land Use
Regulation

CWA, Section 404 (delegable waters) Individual Permit, NJ
Freshwater Wetlands Letter of Interpretations and Individual
Permit, includes Federal wetlands certification and CWA,
Section 401 Water Quality Certification

Ongoing discussions
with NJDEP regarding

filing date
TBD

NJDEP, Division of Water Resources
NJDEP General Permit No. 5G3 (NJ0088323) for
Stormwater Discharge Associated with Construction Activity

TBD TBD

New Jersey State Historic Preservation
Office (NJSHPO)

National Historic Preservation Act, Section 106 Consultation September 2015
November or

December 2016
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EXHIBIT K
Cost of Facilities

Line
No. Description Pipeline Compressor Meter Total

(A)

1 Right of Way 93,623,611 960,000 970,000 95,553,611
2 Materials 127,241,054 56,747,435 37,138,068 221,126,557
3 Installation 552,912,900 36,375,000 40,015,000 629,302,900
4 Inspection 19,608,750 3,762,860 5,978,003 29,349,613
5 Engineering 7,873,300 2,625,792 3,624,341 14,123,433
6 Survey 13,197,237 504,406 1,337,325 15,038,968
7 Environmental 16,799,925 695,000 240,000 17,734,925

8 Line Pack 1,000,000 - - 1,000,000
9 Other 47,317,279 2,288,400 (664,015) 48,941,664
10 Total 879,574,056 103,958,893 88,638,722 1,072,171,671

11 Escalation

12 AFUDC 59,018,021 59,018,021

13 Total Project Costs 938,592,077 103,958,893 88,638,722 1,131,189,692
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Description of PennEast Proposed Financing

Preliminary Statement

PennEast has been formed to construct, own and operate the PennEast Project
which is the subject of this Application and currently has no other business activity.

PennEast initially will capitalize the Project with 100% equity, but anticipates that
sixty percent (60%) of the required capital will be furnished by the sponsors of PennEast
as equity and forty percent (40%) will consist of non-recourse or limited recourse debt.
The terms and conditions applicable to the long-term debt, such as price, maturity and
rate, will depend upon the financial market conditions existing at the time the debt is
raised. For the purpose of presentation in this Exhibit L, it is assumed that the long-term
debt will have an overall debt cost of six percent (6.0%) and a term of ten (10) years.
However, it is the intent of PennEast to seek the most favorable terms available in the
marketplace at the time of financing. In consideration of several factors, including its
proposed capital structure, current and anticipated capital market conditions, particularly
as they affect the cost of capital for interstate natural gas pipelines and for other reasons
explained in Article IX, Section B of the Application, PennEast proposes a return on
equity of fourteen percent (14.0%).

Summary of Outstanding and
Proposed Securities and Liabilities

PennEast has no previously issued debt outstanding. PennEast anticipates it will
initially capitalize the Project with 100% equity. PennEast anticipates financing forty
percent (40%) (approximately $450 million) of the total cost of the Project with debt.
The cost of this debt is assumed to be six percent (6.0%).

Disposition of Proposed Securities

It is not yet known whether PennEast will dispose of its debt securities by private
sale, competitive bidding or otherwise, nor is it known to whom such securities will be
sold or issued. These decisions will be made when the debt financing is secured, based
upon financial markets at those times.

Estimated Sales Price and Net
Proceeds From Proposed Financing

The estimated net proceeds to PennEast from the debt portion of the proposed
financing plan will be approximately $450 million. The gross sales price or amount at
the time of gross debt issuance will reflect the condition of the financial markets. The
estimated net proceeds from the equity portion (including capitalized return) of the
proposed financing plan will be approximately $675 million. The gross sales price of
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equity funds will be identical to the net proceeds, since the equity funds will be provided
by the members of PennEast.

Estimated Expenses, Fees and Commissions
In Connection with Proposed Financing

The expense for obtaining the long-term debt will be determined by the condition
of the financial markets at that time. These expenses include, but are not limited to, fees
or commissions, legal fees, printing costs and miscellaneous expenses.

Statement of Restrictions
As to Issuance of Securities

There are currently no restrictions in place that would prevent PennEast from
obtaining the debt or issuing the debt securities contemplated herein. However, the
actions contemplated herein will require the consent of the members of PennEast, as will
the issuance of any additional debt or equity securities.

Statement of Anticipated Cash Flows

A statement of anticipated cash flows is shown as Schedule 3 in this Exhibit L.

Debt Repayment Schedule

The approximately $450 million long-term debt is anticipated to have a term of
ten (10) years from the in-service date. PennEast anticipates that it will pay down its debt
annually to consistently maintain its capital structure.

Statement of Income and Balance Sheet

No recent balance sheet and income statement is available, as PennEast has had
no prior business activity. A Pro Forma Statement of Income is provided in Schedule 4
and a Pro Forma Balance Sheet is provided in Schedule 5 in this Exhibit L.
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EXHIBIT L Schedule 2
Proposed Financing Profile ($000)

Calculation of Pre-Tax Return

Line
No. Description Percent Cost Weighted

(A) (B) (C) (D)

1 Debt 40.00% 6.00% 2.40%
2 Equity 60.00% 14.00% 8.40%
3 Total Return 10.80%

4 Total Income Tax Allowance 41.14% 5.87%

5 Total Pre-Tax Return 16.67%
6 Equity Pre-Tax Return 14.27%

7 Year 1 Rate Base 1,091,682$

8 Equity Return 91,701$
9 Equity AFUDC 1,149
10 Pre-Tax Return Allowance 58.86% 157,754$
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EXHIBIT L Schedule 3

Pro Forma Statement of Cash Flows ($000)

First Three Years of Operation

Line Construction

No. Description Amount Year 1 Year 2 Year 3

(A) (B) (C) (D) (E)

1 Beginning Cash Balance -$ -$ -$ -$

Funds Provided

2 Net Income -$ 92,850$ 93,592$ 92,377$

3 Depreciation - 31,115 31,115 31,115

4 Deferred Taxes - 8,993 27,297 23,433

5 Debt Financing 428,869 - - -

6 Equity Contributions 643,303 - - -
7 Total Funds Provided 1,072,172$ 132,957$ 152,004$ 146,925$

Funds Applied

8 Capital Expenditures 1,072,172$ -$ -$ -$

9 Debt Repayment - 15,803 23,365 21,819

10 Working Capital - 600 - -

11 Total Funds Applied Before Dividends 1,072,172$ 16,403$ 23,365$ 21,819$

12 (Contribution) Distribution to Partners - 116,554 128,639 125,106
13 Total Funds Applied 1,072,172$ 132,957$ 152,004$ 146,925$

14 Ending Cash Balance -$ -$ -$ -$



PennEast Pipeline Project
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EXHIBIT L Schedule 4
Pro Forma Statement of Income and Expenses ($000)

First Three Years of Operation

Line
No. Description Year 1 Year 2 Year 3

(A) (B) (C) (D)

1 Operating Revenue 224,270$ 224,270$ 224,270$

Operating Expenses
2 Operation and Maintenance Expense 6,470$ 6,626$ 10,013$
3 Depreciation Expense 31,115 31,115 31,115
4 Taxes Other Than Income 3,880 3,865 3,851
5 Total Operating Expenses 41,465$ 41,606$ 44,979$

6 Operating Income Before Interest Charges 182,806$ 182,665$ 179,291$
7 Interest Expense 25,052 23,650 22,341
8 Income Before Income Taxes 157,754$ 159,015$ 156,951$
9 Provision for Income Taxes 64,904 65,423 64,573

10 Net Income 92,850$ 93,592$ 92,377$

Income Tax Provision Calculation:
11 Income Before Income Taxes 157,754$ 159,015$ 156,951$

12 State Income Tax Rate
1

9.45% 9.45% 9.45%
13 State Income Taxes 14,908$ 15,027$ 14,832$

14 Adjusted Income Before Income Taxes 157,754$ 159,015$ 156,951$
15 Less: State Income Taxes 14,908 15,027 14,832
16 Adjusted Income Before Federal Income Taxes 142,846$ 143,988$ 142,119$
17 Federal Income Tax Rate 35.00% 35.00% 35.00%
18 Federal Income Taxes 49,996$ 50,396$ 49,742$

19 Total Income Taxes 64,904$ 65,423$ 64,573$

20 Composite Tax Rate 41.14% 41.14% 41.14%

21 Tax Depreciation Rate 5.00% 9.50% 8.55%
22 Accelerated Depreciation 51,823 96,314 86,922
23 Deferred Taxes 8,993$ 27,297$ 23,433$

1
PA State Income Tax Rate = 9.90%; NJ State Income Tax Rate = 9.00%.
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EXHIBIT L Schedule 5
Pro Forma Balance Sheet (End of Year) ($000)

First Three Years of Operation

Line Construction
No. Description Amount Year 1 Year 2 Year 3

(A) (B) (C) (D) (E)

Assets and Other Debits
1 Gross Plant -$ 1,131,190$ 1,131,190$ 1,131,190$
2 Construction Work in Progress 1,131,190 - - -
3 Less: Accumulated Depreciation - 31,115 62,230 93,344
4 Net Gas Plant 1,131,190$ 1,100,075$ 1,068,960$ 1,037,845$
5 Working Capital - 600 600 600
6 Total Assets and Other Debits 1,131,190$ 1,100,675$ 1,069,560$ 1,038,445$

Long-Term Liabilities and Equity
7 Long-Term Debt 452,476$ 436,673$ 413,308$ 391,489$
8 Deferred Income Taxes - 8,993 36,290 59,723
9 Partner's Equity 678,714$ 655,009$ 619,962$ 587,233$
10 Total Long-Term Liabilities and Equity 1,131,190$ 1,100,675$ 1,069,560$ 1,038,445$

11 Debt/Equity Ratio 40.00% 40.00% 40.00% 40.00%

Partners Equity Reconciliation
12 Beginning Partner Equity -$ 678,714$ 655,009$ 619,962$
13 Contribution 678,714 - - -
14 Net Income - 92,850 93,592 92,377
15 (Distribution) Contribution - (116,554)$ (128,639)$ (125,106)$
16 Ending Partner Equity 678,714$ 655,009$ 619,962$ 587,233$
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EXHIBIT N
Revenue - Expenses - Income

Line
No. Description Year 1 Year 2 Year 3

(A) (B) (C) (D)

1 Reservation Billing Determinants 13,905,896 13,905,896 13,905,896
2 Reservation Rate 16.0799$ 16.0799$ 16.0799$
3 Revenues 223,604,821$ 223,604,821$ 223,604,821$

4 Usage Determinants 282,838,500 282,838,500 282,838,500
5 Usage Rate 0.0024$ 0.0024$ 0.0024$
6 Usage Revenues 665,671$ 665,671$ 665,671$

7 Total Revenues 224,270,492$ 224,270,492$ 224,270,492$

8 Operation & Maintenance Expense 6,470,199$ 6,625,656$ 10,013,380$
9 Depreciation Expense 31,114,757 31,114,757 31,114,757
10 Taxes Other Than Income 3,879,977 3,865,434 3,851,070
11 Total Expenses 41,464,933$ 41,605,846$ 44,979,207$

12 Gross Income 182,805,559$ 182,664,646$ 179,291,286$

13 Interest Expense 25,051,731 23,649,840 22,340,694

14 Taxable Income 157,753,828$ 159,014,805$ 156,950,592$

15 Income Taxes 64,903,869 65,422,666 64,573,397

16 Net Income 92,849,959$ 93,592,139$ 92,377,195$
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Exhibit O

PennEast Pipeline Company, LLC
Depreciation

PennEast proposes to set its depreciation rate at 2.75% per year for Transmission Plant.
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Explanatory Notes

Rate Derivation

PennEast has calculated its maximum rates for FTS, ITS and PALS services as shown on
Schedule 2 of this Exhibit P. PennEast’s maximum rates were developed using the
Commission’s Straight Fixed-Variable (“SFV”) methodology. The vast majority of PennEast’s
costs other than retainage and L&U, however, are fixed costs. As a result, variable costs make up
only a very small portion of the total cost-of-service, approximately $666,000 in total per year.

The total cost of service was used by PennEast to develop the FTS reservation and usage
rates. PennEast is proposing to assign $10 million of costs to interruptible services, which is
reflected as 51,825 Dth of imputed billing determinants for interruptible service.

The reservation rate for the FTS service was developed by dividing PennEast’s
reservation cost of service by volume determinants totaling PennEast’s total capacity of
1,107,000 Dth per day plus the imputed billing determinants for interruptible service, or
1,158,825 Dth times 12 (number of months in a year), as shown on lines 5 through 9 of
Schedule 2.

The usage rate for FTS service was developed by dividing PennEast’s usage cost of
service by a design determinant equal to PennEast’s total capacity of 1,107,000 Dth per day,
times 365 (number of days in a year), times a 70% load factor.

The usage rates for ITS and PALS services were set to equal the 100% load factor rate
for FTS service.
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Exhibit P, Schedule 1
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Explanatory Notes

Cost of Service

PennEast’s cost of service is based on its total capital cost as presented in Exhibit K
herein. PennEast proposes to use a 2.5% depreciation rate for pipeline facilities and a 4.0%
depreciation rate for compression and metering facilities, which results in a composite
depreciation rate of 2.75% as described in Exhibit O.

PennEast’s proposed 10.8% overall rate of return was calculated on Schedule 9 of this
Exhibit P, based on the company’s proposed 40%/60% debt/equity structure. A debt cost of 6.0%
was applied, as described in Exhibit L herein.

A return on equity of 14.0% is being requested, based on PennEast’s level of business
and financial risk, as further discussed in the application.

Income taxes have been included in PennEast’s cost of service, consistent with the
Commission’s policy statement in Docket No. PL05-51.38 Under that policy statement, tax pass-
through entities are permitted recovery of income taxes in cost of service, to the extent the
income they generate is taxable income to the ultimate owners of the tax pass-through entity. The
income generated by PennEast is expected to be allocated to tax paying corporations. Income
taxes have been calculated as shown on Schedule 8, using a 35% federal income tax rate and a
9.45% composite state income tax rate.

An estimate of operation and maintenance expenses was included based on an estimate of
direct operation and maintenance expenses for similar facilities. Additional administrative and
general expenses have been included based on forecasted overhead costs.

38 Inquiry Regarding Income Tax Allowances, Docket No. PL05-5-000 (111 FERC ¶ 61,139).
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Explanatory Notes

PennEast Tariff

Included in Exhibit P hereto is the Tariff, as defined in the Application, whereby
PennEast will provide transportation service. The Tariff contains the General Terms and
Conditions and the Rate Schedules and associated form of service agreement for each
service, under which PennEast’s services will be offered. PennEast will offer firm
transportation service under Rate Schedule FTS, interruptible transportation service under
Rate Schedule ITS, and interruptible parking and lending service pursuant to Rate
Schedule PAL. PennEast prepared the Tariff in conformance with the requirements of
Parts 154 and 284 of the Commission’s regulations, in full compliance with Commission-
approved North American Energy Standards Board standards in effect as of the date
hereof, consistent with the Commission’s open-access polices and precedent, and in
compliance with Order Nos. 636 and 637, including offering, among other items,
secondary point rights, segmentation rights and provisions to effectuate capacity release
transactions.



Line

No. Description Amount

(A) (B)

1 Cost of Service (Year 1)

2 Reservation Cost of Service 223,604,821$

3 Usage Cost of Service 665,671

4 Total Cost of Service 224,270,492$

Billing Determinants (Daily)

5 Firm 1,107,000

6 Imputed IT 51,825

7 Total 1,158,825

8 Reservation Design Determinants 13,905,896

9 Reservation Rate $/dth per Month 16.0799$

10 Usage Determinants (dth) @ 70% LF 282,838,500

11 Usage Rate $/dth 0.0024$

12 Daily Reservation Rate $/dth 0.5287$

13 Interruptible Transportation Rate $/dth (100% Load Factor) 0.5310$

PennEast Pipeline Project

Docket No. CP15-___-000

EXHIBIT P

Schedule 2

Derivation of Rate



Line

No. Description Year 1 Year 2 Year 3

(A) (B) (C) (D)

1 Operation & Maintenance Expense 6,470,199$ 6,625,656$ 10,013,380$

2 Depreciation Expense 31,114,757$ 31,114,757$ 31,114,757$

3 Taxes Other Than Income 3,879,977$ 3,865,434$ 3,851,070$

4 Income Taxes 64,903,869$ 61,474,051$ 58,271,138$

5 Return 117,901,691$ 111,593,183$ 105,702,023$

6 Total Cost of Service 224,270,492$ 214,673,080$ 208,952,367$

EXHIBIT P

Summary Cost of Service

Schedule 3

PennEast Pipeline Project

Docket No. CP15-___-000



Line

No. Description Year 1 Year 2 Year 3

(A) (B) (C) (D)

Operation & Maintenance Expenses

1 Pipeline O&M 1,444,234$ 1,466,840$ 1,503,511$

2 Compressor Station O&M 3,620,760 3,711,279 6,856,795

3 Metering & Regulation O&M 289,340 296,574 303,988

4 Total O&M 5,354,335$ 5,474,693$ 8,664,294$

5 Administrative & General 1,115,865$ 1,150,963$ 1,349,087$

6 Total Operating Expenses 6,470,199$ 6,625,656$ 10,013,380$

PennEast Pipeline Project

Docket No. CP15-___-000

EXHIBIT P

Operations and Maintenance Expenses

Schedule 4

Page 1 of 2



Transmission Expenses

Operation Acct. No.

Operation Supervision and Engineering 850.0 100,000$
System Control and Load Dispatching 851.0 500,000$
Communication System Expenses 852.0
Compressor Stations - Labor 853.0 1,187,433$
Compressor Stations - M&O 853.0 365,800$
Compressor Stations - M&O - Variable 853.0 665,671$
Gas for Compressor Station Fuel 854.0
Other Fuel and Power for Compressor Stations 855.0
Mains Expenses 856.0
Measuring and Regulating Station Expenses 857.0 150,000$
Transmission and Compression of Gas by Others 858.0
Other Expenses 859.0 165,000$
Rents 860.0

Total Operation 3,133,904$

Maintenance

Maintenance of Supervision and Engineering 861.0 132,234$
Maintenance of Structures and Improvements 862.0
Maintenance of Mains 863.0 662,000$
Maintenance of Compressor Station Equipment 864.0 1,125,174$
Maintenance of Measuring and Regulating Station Equipment 865.0 139,340$
Maintenance of Communication Equipment 866.0
Maintenance of Other Equipment 867.0 70,000$

Total Maintenance 2,128,749$

Administrative and General Expenses

Operation

Administrative and General Salaries 920.0 713,865$
Office Supplies & Expenses 921.0
Administrative Expenses Transferred - Credit 922.0
Outside Services Employed 923.0 276,682$
Property Insurance 924.0 217,000$
Injuries and Damages 925.0
Employee Pensions and Benefits 926.0
Franchise Requirements 927.0
Regulatory Commission Expenses 928.0
Duplicate Charges - Credit 929.0
Miscellaneous General Expenses 930.2
Rents 931.0

Total Operation 1,207,547$

Maintenance

Maintenance of General Plant 935.0

TOTAL 6,470,199$

PennEast Pipeline Project
Docket No. CP15-___-000

EXHIBIT P
Operations and Maintenance Expenses

Schedule 4
Page 2 of 2



Line

No. Description Year 1 Year 2 Year 3

(A) (B) (C) (D)

1 Depreciable Plant

2 Pipeline 939,522,078$ 939,522,078$ 939,522,078$

3 Compression & M&R 190,667,615$ 190,667,615$ 190,667,615$

4 Line Pack 1,000,000$ 1,000,000$ 1,000,000$

5 Depreciation Rate

6 Pipeline 2.50% 2.50% 2.50%

7 Compression & M&R 4.00% 4.00% 4.00%

8 Line Pack 0% 0% 0%

9 Depreciation Expense

10 Pipeline 23,488,052$ 23,488,052$ 23,488,052$

11 Compression & M&R 7,626,705$ 7,626,705$ 7,626,705$

12 Line Pack -$ -$ -$

13 Total Depreciation Expense 31,114,757$ 31,114,757$ 31,114,757$

14 Taxes Other Than Income

15 Property Taxes

16 Assessed Value -$ -$ -$

17 Tax Rate 0.00% 0.00% 0.00%
18 Property Taxes 3,760,713$ 3,743,188$ 3,725,768$

Payroll Taxes

19 Labor Costs 1,559,007$ 1,597,983$ 1,637,932$

20 Tax Rate 7.65% 7.65% 7.65%
21 Payroll Taxes 119,264$ 122,246$ 125,302$

PennEast Pipeline Project

Docket No. CP15-___-000

EXHIBIT P

Depreciation Expense and Other Taxes

Schedule 5



Line

No. Description Year 1 Year 2 Year 3

(A) (B) (C) (D)

1 Gas Plant in Service 1,131,189,692$ 1,131,189,692$ 1,131,189,692$

2 Accumulated Depreciation (31,114,757) (62,229,513) (93,344,270)

3 Net Plant in Service 1,100,074,936$ 1,068,960,179$ 1,037,845,423$

Working Capital

4 Materials & Supplies 600,000$ 600,000$ 600,000$

5 Accumulated Deferred Income Taxes (8,992,616) (36,289,968) (59,722,987)

6 Total Rate Base 1,091,682,320$ 1,033,270,211$ 978,722,435$

7 Rate of Return 10.80% 10.80% 10.80%

8 Return Allowance 117,901,691$ 111,593,183$ 105,702,023$

EXHIBIT P

Rate Base and Return

PennEast Pipeline Project

Docket No. CP15-___-000

Schedule 6



Line

No. Description Year 1 Year 2 Year 3

(A) (B) (C) (D)

1 Depreciable Plant for Tax Purposes 1,085,243,909$ 1,085,243,909$ 1,085,243,909$

2 Tax Depreciation Rates (15 Yr. MACRS) 5.00% 9.50% 8.55%

3 Tax Depreciation 51,823,355$ 96,314,419$ 86,921,861$

4 Depreciable Plant for Book Purposes 1,085,243,909$ 1,085,243,909$ 1,085,243,909$

5 Book Depreciation Rate 2.76% 2.76% 2.76%

6 Book Depreciation 29,966,112$ 29,966,112$ 29,966,112$

7 Timing Difference (21,857,243)$ (66,348,307)$ (56,955,749)$

8 Deferred Taxes @ 41.1425% (8,992,616)$ (27,297,352)$ (23,433,019)$

EXHIBIT P

Deferred Income Taxes

PennEast Pipeline Project
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Schedule 7



Line

No. Description Year 1 Year 2 Year 3

(A) (B) (C) (D)

1 Return 117,901,691$ 111,593,183$ 105,702,023$

Adjustments:

2 Interest & Debt Expense (26,200,376)$ (24,798,485)$ (23,489,338)$

3 Amortization of Equity AFUDC 1,148,645 1,148,645 1,148,645

4 Total Adjustments (25,051,731)$ (23,649,840)$ (22,340,694)$

5 Net Taxable Income 92,849,959$ 87,943,342$ 83,361,329$

6 Effective Tax Rate 41.14% 41.14% 41.14%

7 Pre-Tax Gross Up Factor 1.6990 1.6990 1.6990

8 Pre-Tax Return on Equity 157,753,828$ 149,417,393$ 141,632,467$

9 Total Income Tax 64,903,869$ 61,474,051$ 58,271,138$

PennEast Pipeline Project

Docket No. CP15-___-000

EXHIBIT P

Income Taxes

Schedule 8



Line Capitalization Component Return

No. Description Ratio Cost Component

(A) (B) (C) (D)

1 Long-Term Debt 40.00% 6.00% 2.40%

2 Equity 60.00% 14.00% 8.40%

3 Total 100.00% 10.80%

EXHIBIT P

Rate of Return

PennEast Pipeline Project
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PRELIMINARY STATEMENT

This Federal Energy Regulatory Commission (“FERC”) Gas Tariff is filed by PennEast Pipeline
Company, LLC (“PennEast”) in compliance with Part 154, Subchapter E, Chapter 1, Title 18, of the
Code of Federal Regulations. PennEast is a natural gas company engaged in the business of
transporting natural gas in interstate commerce under authorization granted by and subject to the
jurisdiction of the FERC. The PennEast system includes a thirty-six (36) inch diameter natural gas
pipeline extending from Luzerne County, Pennsylvania, to Mercer County, New Jersey, along with
various related interconnections and laterals. The location of the system and principal points at
which PennEast receives and delivers natural gas are shown on the system map at the location
referenced herein.

PennEast will provide service under this FERC Gas Tariff pursuant to specific Service Agreements,
and PennEast reserves the right to limit its Service Agreements to Customers acceptable to PennEast
after consideration of PennEast’s existing commitments, system capacity, Customer creditworthiness
and other factors that PennEast deems pertinent, consistent with the terms and conditions of this
FERC Gas Tariff. Nothing in this FERC Gas Tariff is intended to inhibit the development of, or
discriminate against the use of, Title Transfer Tracking services or Imbalance Management Services
provided by third parties or PennEast’s Customers. Any party interested in providing Title Transfer
Tracking services or Imbalance Management Services must coordinate with PennEast.
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SYSTEM MAP

The currently effective System Map can be viewed and downloaded from PennEast’s Internet Web
site at:

[insert link to web address where map can be downloaded]
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STATEMENT OF TRANSPORTATION RATES

Maximum Minimum
Rate Rate

Rate Schedule Per Dth Per Dth
----------------- ------- -------

RATE SCHEDULE FTS 1/
--------------------

1. Capacity Reservation Rate $16.0799 $0.0000
Per Month Per Dth of MDQ

2. Authorized Overrun $0.5310 $0.0024
Per Day Per Dth

3. Usage Rate Per Dth $0.0024 $0.0024
Within Tolerances

4. Usage Rate Per Dth $0.5310 $0.0024
Outside Tolerances

RATE SCHEDULE ITS 1/
--------------------

1. Usage Rate Per Dth $0.5310 $0.0024

RATE SCHEDULE PAL
--------------------

1. Usage Rate Per Dth $0.5310 $0.0024

1/ Backhaul rate is equal to the forward haul rate.
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STATEMENT OF CAPACITY RELEASE RATES

Maximum Minimum
Rate Rate

Rate Schedule Per Dth Per Dth
----------------- ------- -------

MAXIMUM DAILY CAPACITY RELEASE
RATE 1/
------------------------------

1. Capacity Reservation Rate $0.5287 $0.0000
Per Day Per Dth of MDQ

2. Usage Rate Per Dth $0.0024 $0.0024

3. Authorized Overrun $0.5310 $0.0024
Per Day Per Dth

1/ Backhaul rate is equal to the forward haul rate.
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STATEMENT OF ADDITIONAL CHARGES AND SURCHARGES

ADDITIONAL CHARGES AND
SURCHARGES APPLICABLE TO
FTS and ITS SERVICE
------------------------

1. Fuel Retainage Percentage (%) 1/ 0.81%

2. Lost and Unaccounted for Gas Percentage (%) 2/ 0.00%

1/ Fuel Retainage Percentage will not be applied to Backhaul
transportation.

2/ Lost and Unaccounted for Gas Percentage will be applied to
Backhaul transportation.
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2. Rate Schedule ITS – Interruptible Transportation Service
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RATE SCHEDULE FTS
FIRM TRANSPORTATION SERVICE

1. AVAILABILITY

This Rate Schedule is available to any party, hereinafter called “Customer”, which has
requested firm transportation service pursuant to Section 3 of the General Terms and
Conditions (“GT&C”) of Pipeline’s Tariff and, after review and acceptance of such Request
by Pipeline, has entered into a Service Agreement with Pipeline for firm service under this
Rate Schedule.

2. APPLICABILITY AND CHARACTER OF SERVICE

2.1 Service hereunder is available on any Day during a Service Year, and will be firm,
except as provided herein, in the effective Service Agreement and in Pipeline’s
GT&C.

2.2 Pipeline will receive for Customer’s account for transportation hereunder daily
quantities of Gas up to Customer’s Maximum Daily Quantity (“MDQ”), plus an
amount reflecting a Fuel Retainage Quantity as determined in GT&C Section 20, at
the Point(s) of Receipt on Pipeline’s system available to Customer pursuant to the
effective Service Agreement and the GT&C. Such MDQ shall be specified in the
effective Service Agreement. Pipeline will transport and deliver for Customer’s
account such daily quantities tendered to Pipeline, on a daily basis up to Customer’s
MDQ, at the Point(s) of Delivery on Pipeline’s system available to Customer
pursuant to the effective Service Agreement and the GT&C.

2.3 Unless otherwise agreed, at each Point of Receipt and Delivery, each Party shall flow,
or cause to flow, Gas at the rates of flow as specified in Section 36 of the GT&C.

2.4 Pipeline shall not be obligated to add any facilities to expand its capacity in any
manner in order to provide new service pursuant to this Rate Schedule; provided,
however, Pipeline may, at its option, and with Customer’s consent, add facilities or
expand capacity to provide such service, pursuant to Section 17 of the GT&C and
provided further Pipeline is obligated to maintain its facilities in a manner that will
allow it to provide certificated service or make appropriate filings with the
Commission, such as for abandonment authorization or to idle facilities.

2.5 Pipeline shall not be required to provide transportation service if the quantities
tendered are so small as to cause operational difficulties, such as measurement.
Pipeline shall promptly notify Customer if such operating conditions precluding
service exist.

3. RATES

3.1 The applicable unit recourse rates for service hereunder are set forth in the currently
effective Statement of Rates for Rate Schedule FTS of this Tariff and are hereby
incorporated herein. The rates in this Rate Schedule are subject to adjustment
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pursuant to Sections 20, 21, 22, and 23 of the GT&C and to change pursuant to the
effective Service Agreement. Unless Pipeline and Customer agree in writing upon a
negotiated or discounted rate for service provided hereunder, the rate applicable to
Customer for service hereunder shall be the applicable maximum rate(s) as set forth
on the effective Statement of Rates for Rate Schedule FTS. In the event that the
Pipeline and Customer agree in writing to a rate pursuant to Section 24 of the General
Terms and Conditions, Pipeline shall identify the rate on the applicable Statement of
Negotiated Rates.

3.2 Effective as of the Date of Commencement of Service, as provided for in the
effective Service Agreement, Pipeline shall charge and Customer shall pay Pipeline
for transportation service, including Backhaul service, under this Rate Schedule each
applicable Month during the twelve (12) Month Service Year, the sum of the
following amounts:

(A) Reservation Charge, as determined pursuant to Section 3.1 herein, consisting
of the following:

(1) The Capacity Reservation Rate, as set forth on the Statement of Rates
for Rate Schedule FTS or the Statement(s) of Negotiated Rates, as
applicable, multiplied by the MDQ.

(B) Monthly usage charge consisting of the sum of the following daily charges:

(1) The Usage Charge within Tolerances as set forth on the Statement of
Rates for Rate Schedule FTS or the Statement(s) of Negotiated Rates,
as applicable, multiplied by that portion of the total quantity of Gas
deliveries on any Day pursuant to the effective Service Agreement,
except for authorized overrun quantities, which is not in excess of the
lesser of 110% of scheduled service levels for such Day or 102% of
MDQ.

(2) The Usage Charge outside Tolerances as set forth on the Statement of
Rates for Rate Schedule FTS or the Statement(s) of Negotiated Rates,
as applicable, multiplied by that portion of the total quantity of Gas
deliveries on any Day pursuant to the effective Service Agreement,
except for authorized overrun quantities, which is in excess of the
lesser of 110% of scheduled service levels for such Day or 102% of
MDQ.

(3) If the total quantity of Gas deliveries is less than 90% of the
scheduled service levels for such Day, then the Usage Charge outside
Tolerances, as set forth on the Statement of Rates for Rate Schedule
FTS or the Statement(s) of Negotiated Rates, as applicable, multiplied
by the difference between 90% of the scheduled service levels and the
total quantity of Gas deliveries for such Day pursuant to the effective
Service Agreement.
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Any revenue collected by Pipeline pursuant to this Section 3.2(B)(3)
will be credited in accordance with Section 33 of the GT&C.

(C) Authorized overrun charges calculated pursuant to Section 6 of this Rate
Schedule.

(D) Other FERC-approved charges and surcharges that apply to service under this
Rate Schedule.

4. POINTS OF RECEIPT AND DELIVERY

4.1 The Primary Point(s) of Receipt at which Pipeline shall receive Gas for transportation
hereunder shall be specified in an exhibit to the Service Agreement between Pipeline
and Customer, which exhibit may be superseded by a new exhibit to add or delete
specific points or make other changes that the parties deem appropriate. Pipeline shall
not accept any proposed Primary Point of Receipt if to do so would, in Pipeline’s sole
judgment, impair Pipeline’s ability to satisfy existing firm obligations or to receive
the applicable Fuel Retainage Quantity at maximum deliverability levels or if the
resulting aggregate MDROs would exceed Customer’s MDQ (except as provided in
Section 4.1(A) below). Notwithstanding the foregoing, all interconnections (which, if
they were Primary Point(s) of Receipt for Customer, would not result in an increase
in the applicable maximum Reservation Charge) between the facilities of Pipeline
and facilities of other operators shall be available as Secondary Point(s) of Receipt,
pursuant to Sections 6.1, 6.6 and 8.2 of the GT&C.

(A) The following shall apply only with respect to Service Agreements under this
Rate Schedule that were executed by Pipeline and Customer on or before
November 1, 2017 and provide for MDRO up to the MDQ at specified
Primary Points of Receipt:

The MDRO at each of the following Points of Receipt, if listed as a Primary
Point of Receipt in such Customer’s Service Agreement, shall be up to the
MDQ specified in the applicable Service Agreement: (i) Regency “Wyoming
Pipeline” (Luzerne County, Pennsylvania); (ii) Transco Leidy Line (Luzerne
County, Pennsylvania); (iii) Williams Springville (Luzerne County,
Pennsylvania); and (iv) UGI Auburn (Luzerne County, Pennsylvania).
Notwithstanding the foregoing, Pipeline’s total obligation to transport
quantities from all Primary Points of Receipt under such Service Agreement
shall not exceed the MDQ on any given Day.

4.2 The Primary Point(s) of Delivery at which Pipeline shall deliver Gas for Customer’s
account under this Rate Schedule shall be specified in an exhibit to the Service
Agreement between Pipeline and Customer which exhibit may be superseded by a
new exhibit to add or delete specific points or make other changes thereto the parties
deem appropriate. Pipeline shall not accept any proposed Primary Point(s) of
Delivery or quantity at any Primary Point(s) of Delivery, or change in quantities
among Primary Point(s) of Delivery if the resulting aggregate MDDOs at all of
Customer’s Primary Point(s) of Delivery would exceed Customer’s MDQ (except as
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provided in Section 4.2(A) below). Notwithstanding the foregoing, all
interconnections (which, if they were Primary Point(s) of Delivery for Customer,
would not result in an increase in the applicable maximum Reservation Charge)
between the facilities of Pipeline and the facilities of other operators shall be
available for use by Customer as Secondary Points of Delivery. Customer’s
Secondary Delivery Right at a Secondary Point of Delivery shall be equal to the
capacity of Pipeline’s facilities at such Point of Delivery or Customer’s MDQ,
whichever is less, pursuant to Sections 6.1 and 8.2 of the GT&C.

(A) The following shall apply only with respect to Service Agreements under this
Rate Schedule that were executed by Pipeline and Customer on or before
November 1, 2017 and provide for MDDO up to the MDQ at specified
Primary Points of Delivery:

The MDDO at each of the following Points of Delivery shall be up to the
MDQ specified in the applicable Service Agreement: (i) any Point of
Delivery listed as a Primary Point of Delivery in Customer’s Service
Agreement; (ii) Columbia Gas Transmission, LLC (Northampton County,
Pennsylvania); (iii) Texas Eastern Transmission, LP (Hunterdon County,
New Jersey); (iv) Algonquin Gas Transmission, LLC (Hunterdon County,
New Jersey); and (v) Transcontinental Gas Pipe Line Company, LLC (Mercer
County, New Jersey). Notwithstanding the foregoing, Pipeline’s total
obligation to transport quantities to all Primary Points of Delivery under such
Service Agreement shall not exceed the MDQ on any given Day.

5. NOMINATIONS AND SCHEDULING OF RECEIPTS AND DELIVERIES

If Customer desires transportation of Gas on any Day under this Rate Schedule, Customer
must nominate service in accordance with Sections 5 and 6 of the GT&C.

6. AUTHORIZED OVERRUN TRANSPORTATION

On any Day, upon request of Customer and with Pipeline’s consent, Customer may nominate
and Pipeline may schedule authorized daily overrun quantities above the MDQ. All such
quantities shall be referred to as authorized daily overrun quantities and transported on an
interruptible basis in accordance with Sections 6 and 8 of the GT&C. Unless otherwise
agreed, Customer shall pay an amount obtained by multiplying such authorized daily overrun
quantities delivered by Pipeline to Customer or for Customer’s account, at each Point(s) of
Delivery or transported on any segment of Pipeline’s system during the Month by the
maximum authorized daily overrun rate stated on the Statement of Rates. An authorized daily
overrun quantity shall not be subject to more than one authorized daily overrun rate.

7. IMBALANCES

Imbalances are defined in Section 11.1 of the GT&C. Customer shall have the responsibility
to maintain as nearly as practicable an equal balance between quantities of Gas received at
the Point(s) of Receipt, adjusted for appropriate Fuel Retainage Quantity, and quantities of
Gas delivered each Month. Resolution of imbalances between receipts and deliveries
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associated with transportation under this Rate Schedule and Service Agreements under this
Rate Schedule are governed by and resolved pursuant to Section 11 of the GT&C.

8. RESERVATIONS

Pipeline reserves the right to take actions as may be required to preserve the integrity of
Pipeline’s system, including maintenance of service to other Customers.

9. GOVERNMENTAL AUTHORIZATIONS

Transportation service under this Rate Schedule and effective Service Agreements shall be
implemented pursuant to any applicable self-implementing authorizations or program of the
FERC for which Pipeline has filed or in which Pipeline has agreed to participate.

10. GENERAL TERMS AND CONDITIONS

All of the GT&C of Pipeline’s Tariff of which this Rate Schedule is a part are applicable to
this Rate Schedule and service hereunder and are made a part hereof to the extent that such
terms and conditions are not contradicted by any provision herein. In the event of a conflict
between the GT&C and the provisions of this Rate Schedule or a Service Agreement under
this Rate Schedule, the specific provisions of this Rate Schedule or a Service Agreement
under this Rate Schedule shall control.
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RATE SCHEDULE ITS
INTERRUPTIBLE TRANSPORTATION SERVICE

1. AVAILABILITY

This Rate Schedule is available to any party, hereinafter called (“Customer”), which has
requested interruptible transportation service pursuant to Section 3 of the GT&C of Pipeline’s
Tariff and, after review and acceptance of such Request by Pipeline, has entered into a
Service Agreement with Pipeline for interruptible service under this Rate Schedule.

2. APPLICABILITY AND CHARACTER OF SERVICE

2.1 Service hereunder is available on any Day during a Service Year, and will be
interruptible as provided herein, in the effective Service Agreement and in Pipeline’s
GT&C.

2.2 Pipeline will receive for Customer’s account for transportation hereunder daily
quantities of Gas up to Customer’s Maximum Daily Quantity (“MDQ”), plus an
amount reflecting the Fuel Retainage Quantity as determined in GT&C Section 20, at
the Point(s) of Receipt on Pipeline’s system available to Customer pursuant to the
effective Service Agreement and the GT&C. Such MDQ shall be specified in the
effective Service Agreement. Pipeline will transport and deliver for Customer’s
account such daily quantities tendered to Pipeline, on a daily basis up to Customer’s
MDQ, at the Point(s) of Delivery on Pipeline’s system available to Customer
pursuant to the effective Service Agreement and the GT&C.

2.3 Unless otherwise agreed, at each Point of Receipt and Delivery, each Party shall flow,
or cause to flow, Gas at the rates of flow as specified in Section 36 of the GT&C.

2.4 Pipeline shall not be obligated to add any facilities or expand the capacity of its
pipeline system in any manner in order to provide transportation service to Customer
pursuant to this Rate Schedule. Pipeline is free to contract at any time with other
parties for new transportation services (whether firm or interruptible) without liability
to Customer for any resulting interruption or reduction of transportation service
hereunder.

2.5 Pipeline shall not be required to provide transportation service if the quantities
tendered are so small as to cause operational difficulties, such as measurement.
Pipeline shall promptly notify Customer if such operating conditions precluding
service exist.

3. RATES

3.1 The applicable unit recourse rates for service hereunder are set forth in the currently
effective Statement of Rates for Rate Schedule ITS of this Tariff and are hereby
incorporated herein. The rates in this Rate Schedule are subject to adjustment
pursuant to Sections 20, 21, 22, and 23 of the GT&C and to change pursuant to the
effective Service Agreement. Unless Pipeline and Customer agree in writing upon a
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negotiated or discounted rate for service provided hereunder, the rate applicable to
Customer for service hereunder shall be the applicable maximum rate(s) as set forth
on the Statement of Rates for Rate Schedule ITS. In the event that the Pipeline and
Customer agree in writing to a rate pursuant to Section 24 of the General Terms and
Conditions, Pipeline shall identify the rate on the applicable Statement of Negotiated
Rates. The negotiated rates shall be applicable for the period agreed upon by
Customer and Pipeline.

3.2 Effective as of the Date of Commencement of Service as provided for in the Service
Agreement, Pipeline shall charge and Customer shall pay Pipeline for transportation
service, including Backhaul service, under this Rate Schedule each applicable Month
during the twelve (12) Month Service Year the sum of the following amounts:

(A) Monthly usage charge consisting of the sum of the following daily charges:

(1) The Usage Charge within Tolerances, as set forth on the effective
Statement of Rates for Rate Schedule ITS or the Statement(s) of
Negotiated Rates, as applicable, multiplied by that portion of the total
quantity of Gas deliveries on any Day pursuant to the effective
Service Agreement, which is not in excess of the lesser of 110% of
scheduled service levels for such Day or 102% of MDQ.

(2) The Usage Charge outside Tolerances, as set forth on the effective
Statement of Rates for Rate Schedule ITS or the Statement(s) of
Negotiated Rates, as applicable, multiplied by that portion of the total
quantity of Gas deliveries on any Day pursuant to the effective
Service Agreement, which is in excess of the lesser of 110% of
scheduled service levels for such Day or 102% of MDQ.

(3) If total quantity of Gas deliveries is less than 90% of the scheduled
service levels for such Day, then the Usage Charge outside
Tolerances, as set forth on the effective Statement of Rates for Rate
Schedule ITS or the Statement(s) of Negotiated Rates, as applicable,
multiplied by the difference between 90% of the scheduled service
levels and the total quantity of Gas deliveries for such Day pursuant
to the effective Service Agreement.

Any revenue collected by Pipeline pursuant to this Section 3.2(A)(3)
will be credited in accordance with Section 33 of the GT&C.

(B) Other FERC-approved charges and surcharges that apply to service under this
Rate Schedule.

4. NOMINATIONS AND SCHEDULING OF RECEIPTS AND DELIVERIES

If Customer desires transportation of Gas on any Day under this Rate Schedule, Customer
must nominate service in accordance with Sections 5 and 6 of the GT&C.
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All Point(s) of Receipt and Point(s) of Delivery at which Pipeline receives and delivers Gas,
respectively, shall be available as Point(s) of Receipt and Point(s) of Delivery under this Rate
Schedule, pursuant to Sections 6.1 and 8.2 of the GT&C.

5. IMBALANCES

Imbalances are defined in Section 11.1 of the GT&C. Customer shall have the responsibility
to maintain as nearly as practicable an equal balance between quantities of Gas received at
the Point(s) of Receipt, adjusted for appropriate Fuel Retainage Quantity, and quantities of
Gas delivered each Month. Resolution of imbalances between receipts and deliveries
associated with transportation under this Rate Schedule and Service Agreements under this
Rate Schedule are governed by and resolved pursuant to Section 11 of the GT&C.

6. RESERVATIONS

Pipeline reserves the right to take actions as may be required to preserve the integrity of
Pipeline’s system, including maintenance of service to other Customers.

7. GOVERNMENTAL AUTHORIZATIONS

Transportation service under this Rate Schedule and effective Service Agreements shall be
implemented pursuant to any applicable self-implementing authorizations or program of the
FERC for which Pipeline has filed or in which Pipeline has agreed to participate.

8. GENERAL TERMS AND CONDITIONS

All of the GT&C of Pipeline’s Tariff of which this Rate Schedule is a part are applicable to
this Rate Schedule and service hereunder and are made a part hereof to the extent that such
terms and conditions are not contradicted by any provision herein. In the event of a conflict
between the GT&C and the provisions of this Rate Schedule or a Service Agreement under
this Rate Schedule, the specific provisions of this Rate Schedule or a Service Agreement
under this Rate Schedule shall control.
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RATE SCHEDULE PAL
PARK AND LOAN SERVICE

1. AVAILABILITY

This Rate Schedule is available for parking and lending of Gas on an interruptible basis by
Pipeline for any party (hereinafter called “Customer”), when:

a. Customer has made a valid Request for Park and Loan (“PAL”) Service pursuant to
Section 3 of the GT&C;

b. After review and acceptance of such Request by Pipeline, Customer has entered into
a PAL Service Agreement with Pipeline for service under this Rate Schedule; and

c. Customer has executed a Service Agreement under any of Pipeline’s open-access
transportation rate schedules which provide for the transportation of Gas quantities to
or from the Point(s) of Transaction; provided, however, that no transportation Service
Agreement is required if Gas to be parked and/or loaned pursuant to this Rate
Schedule is not transported by Pipeline. Such Service Agreements shall be in the
form contained in this Tariff.

2. APPLICABILITY AND CHARACTER OF SERVICE

2.1 Park and Loan Service shall be interruptible, as provided herein, in the effective PAL
Service Agreement and in Pipeline’s GT&C. Individual Park and/or Loan Services
provided under this Rate Schedule shall be provided for a minimum of one (1) Day or
such longer period as agreed to by Customer and Pipeline, as specified in Exhibits(s)
A to the Customer’s PAL Service Agreement. Services shall be properly nominated
pursuant to Section 5 of the GT&C and such nominations shall include, without
limitation, the term of the transaction, the quantity to be parked or loaned, as
applicable, the Point(s) of Transaction, as defined in Section 7 of this Rate Schedule,
and all other information required for a nomination under the GT&C.

2.2 “Park Service” is an interruptible service pursuant to which Pipeline will: (a) receive
quantities of Gas for a Customer’s account, at the nominated Point(s) of Transaction,
as defined in Section 7 of this Rate Schedule, (b) hold such parked quantities, and (c)
return such quantities of Gas without retainage to the Customer at the Point(s) of
Transaction where Pipeline received the Gas. The maximum quantity of Gas in
Customer’s account as Park Service on any Day shall not exceed the Maximum
Parked Quantity (“MPQ”) shown in Exhibit(s) A to the Customer’s PAL Service
Agreement.

2.3 “Loan Service” is an interruptible service pursuant to which Pipeline will: (a) deliver
quantities of Gas for a Customer’s account, from the nominated Point(s) of
Transaction, and (b) subsequently receive such quantities of Gas at the Point(s) of
Transaction where Pipeline delivered the Gas. The maximum quantity of Gas in
Customer’s account as Loan Service on any Day shall not exceed the Maximum
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Loaned Quantity (“MLQ”) shown in Exhibit(s) A to the Customer’s PAL Service
Agreement.

2.4 Service under this Rate Schedule will be made available to any Customer willing to
pay maximum rates or such other rate mutually agreed upon by Customer and
Pipeline, as specified in Exhibit(s) A to the Customer’s PAL Service Agreement,
subject to all applicable provisions of the GT&C of which this Rate Schedule is a
part.

2.5 Interruptible parking and loaning of Gas under this Rate Schedule shall be provided
when and to the extent that Pipeline determines, using its reasonable discretion, that
capacity is available on its existing facilities and that it has the operational flexibility
to provide the service without detriment or disadvantage to Pipeline’s firm
obligations or other interruptible services during the transaction period as specified in
Exhibit(s) A to the Customer’s PAL Service Agreement. Existing quantities of Gas
parked or loaned cannot be bumped by new requests for park and/or loan service.

2.6 Pipeline shall not be obligated to add any facilities or expand the capacity of its
pipeline system in any manner in order to provide Park Service and/or Loan Service
to Customer pursuant to this Rate Schedule. Pipeline is free to contract at any time
with other parties for new transportation services (whether firm or interruptible)
and/or new services under this Rate Schedule without liability to Customer for any
resulting interruption or reduction of service hereunder.

3. RATE

3.1 The applicable recourse rates for service hereunder are set forth in the currently
effective Statement of Rates for Rate Schedule PAL of this Tariff and such Statement
of Rates is hereby incorporated herein by reference. The rates in this Rate Schedule
are subject to adjustment pursuant to Section 22 of Pipeline’s GT&C. Unless Pipeline
and Customer agree in writing upon a negotiated or discounted rate for service
provided hereunder, the rate applicable to a Customer for service hereunder shall be
the applicable maximum rate(s) as set forth on the effective Statement of Rates for
Rate Schedule PAL. In the event that Pipeline and Customer agree in writing to a rate
pursuant to Section 24 of the General Terms and Conditions, Pipeline shall identify
the rate on the applicable Statement of Negotiated Rates. Such negotiated rates shall
be applicable for the period agreed upon by Customer and Pipeline.

3.2 Customer shall pay Pipeline a Monthly Charge for PAL services consisting of the
sum of the daily charges. The daily charges shall be the product of the quantities of
Gas in Customer’s PAL account (inclusive of quantities subject to Park Service and
quantities subject to Loan Service) for each separate transaction and the maximum or
mutually agreed upon rate for each Day during the applicable Month that service is
provided by Pipeline.

3.3 Other FERC-approved charges and surcharges that apply to service under this Rate
Schedule.
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4. NOMINATIONS AND SCHEDULING OF RECEIPTS AND DELIVERIES

4.1 If Customer desires parking and loaning service of Gas on any Day under this Rate
Schedule, Customer shall submit a nomination to Pipeline in accordance with Section
5 of Pipeline’s GT&C. Customer shall nominate the agreed upon park or loan
quantities and term at the Point(s) of Transaction specified in Exhibit(s) A to the
Customer’s PAL Service Agreement. Such nominated quantities shall be subject to
confirmation by Pipeline. The confirmed quantity shall be deemed the scheduled
quantity. Pipeline shall schedule the quantities nominated hereunder in accordance
with Section 6 of Pipeline’s GT&C.

4.2 The park or loan quantity of Gas in Customer’s account on any Day shall not exceed
the MPQ and/or the MLQ set forth in Exhibit(s) A to the Customer’s PAL Service
Agreement, as applicable. Pipeline shall reject any nomination if Customer nominates
quantities when the balance(s) in Customer’s account exceeds the specified MPQ
and/or the MLQ or when giving effect to the nomination would result in a balance(s)
in Customer’s account in excess of the specified MPQ and/or the MLQ.

4.3 PAL services will be provided on an interruptible basis. Interruption of PAL services
may include decreasing, temporarily suspending, or discontinuing the receipt or
delivery of Gas if Pipeline in its reasonable discretion determines that such decrease,
suspension, or discontinuance is necessary to prevent the impairment of reliable
service or when a higher priority service so requires. Nothing in this Rate Schedule
shall limit Pipeline’s right to take action pursuant to Sections 6 and 10 of the GT&C.

4.4 Commingling of Gas. From the time the Gas is received by Pipeline at the Point(s) of
Transaction, Pipeline shall have the unqualified right to commingle such Gas with
other Gas in Pipeline’s system.

5. OTHER OPERATING CONDITIONS

5.1 Customer shall make all necessary arrangements with other parties at or upstream of
the Point(s) of Transaction where Customer delivers Gas to Pipeline for Park Service
or where Customer delivers Gas to decrease the balance in its account for Loan
Service, and at or downstream of the Point(s) of Transaction where Pipeline delivers
Gas to decrease the balance in Customer’s account for Park Service or where Pipeline
delivers Gas to Customer for Loan Service, and such arrangements must be
compatible with Pipeline’s system operations.

5.2 To the extent that any upstream entity involved in handling Customer’s Gas refuses
or is unable to deliver Gas to Pipeline, Pipeline shall not be required to continue to
receive Gas on behalf of Customer as contemplated in Section 5.1 of this Rate
Schedule. To the extent that any downstream entity involved in handling Customer’s
Gas refuses or is unable to receive Gas from Pipeline, Pipeline shall have the right to
reduce an equal quantity of the deliveries of Gas on behalf of Customer as
contemplated in Section 5.1 of this Rate Schedule.



PennEast Pipeline Company, LLC Part 5 - Rate Schedules
FERC Gas Tariff 3. Rate Schedule PAL
Original Volume No. 1 Version 0.0.0

Page 4 of 7

Issued on:
Effective on:

6. DETERMINATION OF RECEIPTS AND DELIVERIES

The quantity of Gas delivered to or received by Pipeline pursuant to Section 2 of this Rate
Schedule shall be deemed to be delivered or received uniformly by Pipeline, and will be
deemed delivered or received by Pipeline to the extent such service quantities are delivered
or received hereunder for further service on Pipeline’s system under one or more of
Pipeline’s other rate schedules.

7. POINT(S) OF TRANSACTION

Any physical or accounting point that exists from time to time on Pipeline’s system shall be
available for use by Customer under Rate Schedule PAL (“Point of Transaction”). Pipeline
shall permit a PAL Customer to park quantities of Gas at the Point(s) of Transaction
specified in Exhibit(s) A of Customer’s PAL Service Agreement, and/or Pipeline shall loan
Gas to Customer at the Point(s) of Transaction specified in Exhibit(s) A of Customer’s PAL
Service Agreement, the quantity specified in Exhibit(s) A of Customer’s PAL Service
Agreement.

Customer shall provide a nomination, in accordance with Section 5 of the GT&C, for each
transaction identified in Exhibit(s) A of Customer’s PAL Service Agreement.

8. IMPAIRMENT OF RECEIPTS AND DELIVERIES

8.1 If Pipeline, on any Day, is unable to receive and/or deliver the total requests of all
Customers on Pipeline’s system, Pipeline shall limit receipts and/or deliveries of Gas
hereunder in accordance with Sections 8 and 26 of Pipeline’s GT&C.

8.2 For purposes of restricting PAL services, Pipeline will give priority to PAL
transactions based on net present value, with the transaction yielding the highest
value receiving a higher priority than other transactions yielding lower values.

8.3 Customer may be required, upon notification from Pipeline, to suspend or reduce
receipts or deliveries for the agreed upon Park Service and/or the agreed upon Loan
Service. Further, Customer may be required, upon notification from Pipeline, to
remove quantities of Gas previously provided to Pipeline under the Park Service, or
return quantities of Gas previously loaned to Customer under the Loan Service.
Notwithstanding anything to the contrary in Section 2 of Pipeline’s GT&C, such
notification shall be provided to affected parties through the affected party’s choice of
electronic notice delivery mechanism(s).

8.4 Should Pipeline notify Customer to remove or return quantities of Gas pursuant to
Section 8.3, Pipeline’s notification shall specify the time frame, which shall be no
less than twenty-four (24) hours, within which Park Service quantities shall be
removed, or Loan Service quantities shall be returned. Such notifications shall be
consistent with Pipeline’s operating conditions, unless Pipeline and Customer
mutually agree to a different specific time. The obligation of Customer to comply
with the issued notification shall continue until such time as Pipeline is able to
recommence the PAL services. In the event that Customer does not comply with
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Pipeline’s notice, the parked balance or the loaned balance will be resolved in
accordance with Sections 8.6 and 8.7, as applicable, of this Rate Schedule PAL.

To the extent that Customer is unable to comply with Pipeline’s notice either to
remove parked quantities or to return loaned quantities because Pipeline is not able to
schedule Customer’s nomination for such transactions, the PAL penalties set forth in
Sections 8.6 and 8.7, as applicable, shall not be assessed for those quantities that
Pipeline is unable to schedule during such period in accordance with nominations
submitted by Customer in an effort to comply with the requirements of this
Section 8.4.

8.5 If Customer requests delivery of parked quantities and Pipeline is unable to return the
Gas to Customer, then Customer has the option to: (i) suspend the daily charges, as
calculated in Section 3.2 of this Rate Schedule, and extend the term of the transaction
until Pipeline is able to return the Gas to Customer; or (ii) trade the balance with
another Customer that has an offsetting loan balance at the same Point of Transaction.
The daily charges will be reinstated when pipeline system conditions allow the
receipt or delivery of these quantities.

If Customer requests to return loaned quantities to Pipeline and Pipeline is unable to
accept such receipts, then Customer has the option to: (i) suspend the daily charge, as
calculated in Section 3.2 of this Rate Schedule, and extend the term of the transaction
until Pipeline is able to accept such receipts from Customer; or (ii) trade the balance
with another Customer that has an offsetting park balance at the same Point of
Transaction. The daily charges will be reinstated when pipeline system conditions
allow the receipt or delivery of these quantities.

8.6 Parked quantities shall become the property of Pipeline at no cost to Pipeline, free
and clear of any adverse claims, in the event that any of the following situations
occur:

(a) Pipeline’s operating conditions require Pipeline to notify Customer that
receipts of parked quantities must be suspended or reduced, and Customer
fails to comply with such notification within the specified time frame; and/or

(b) Pipeline’s operating conditions require Pipeline to notify Customer that all or
a part of Customer’s parked quantities must be removed, and Customer fails
to comply with such notification within the specified time frame; and/or

(c) the PAL account reflects a balance at the termination date of the associated
Exhibit A to the Customer’s PAL Service Agreement or at the end of any
mutually agreed upon extension of the termination date, and Pipeline’s
operating conditions require the removal of the parked quantities.

If Pipeline notifies Customer, pursuant to Sections 8.3 and/or 8.6(a) herein, that
receipts of parked quantities must be suspended or reduced, only those quantities
parked by the Customer in violation of the notification shall become the property of
Pipeline at no cost to Pipeline, free and clear of any adverse claims.
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8.7 Title to loaned quantities shall be transferred to Customer and Customer shall be
obligated to pay for each Dekatherm of such Gas at a price equal to 150% of the
average of the Gas Daily postings for the Midpoint Price for the “Transco, zone 6
non-N.Y. North” posting for the seven-Day period beginning three Days before the
Day on which the loan occurred, in the event that any of the following situations
occur:

(a) Pipeline’s operating conditions require Pipeline to notify Customer that
deliveries of Customer’s loaned quantities must be suspended or reduced, and
Customer fails to comply with such notification; and/or

(b) Pipeline’s operating conditions require Pipeline to notify Customer that all or
a part of Customer’s loaned quantities must be returned to Pipeline, and
Customer fails to comply within the specified time frame; and/or

(c) The PAL account reflects a balance at the termination date of the associated
Exhibit A to the Customer’s PAL Service Agreement or at the end of any
mutually agreed upon extension of the termination date.

If Pipeline notifies Customer, pursuant to Sections 8.3 and/or 8.7(a) herein, that
deliveries of Customer’s loaned quantities must be suspended or reduced, only those
quantities taken by the Customer in violation of the notification shall be transferred to
Customer and Customer shall be obligated to pay for each Dekatherm of such Gas at
a price calculated as described in this Section 8.7. The net proceeds collected from
the operation of this Section 8.7 will be credited in accordance with Section 33 of the
GT&C.

9. GOVERNMENTAL AUTHORIZATIONS

Park and Loan Services under executed PAL Service Agreements shall be implemented
pursuant to any applicable self-implementing authorization or program of the Commission
for which Pipeline has filed or in which Pipeline has agreed to participate.

10. BALANCES

10.1 All PAL balance quantities reside at the Point of Transaction at which the original
park or loan quantity was nominated, and must be resolved at that Point of
Transaction by taking delivery of the park balance or returning the loan balance to
Pipeline, as applicable. Balances incurred under this Rate Schedule PAL shall be
resolved via in-kind balancing during the remaining term of the transaction, which
term is specified in Exhibit(s) A to the Customer’s PAL Service Agreement.
Customer may resolve park and/or loan balances by transporting such balances
between Points of Transaction. The transportation shall be accomplished by
Customer’s submission of a nomination under Customer’s executed transportation
Service Agreement and the subsequent scheduling and confirmation processes
pursuant to Sections 5 and 6 of the GT&C.
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Customer shall be required to reduce to zero each park and/or loan quantity of Gas at
each Point of Transaction no later than the termination date of the Exhibit(s) A to the
Customer’s PAL Service Agreement, or prior to any mutually agreed upon extension
of that term, applicable to that quantity. Any balances remaining upon the termination
date of the Exhibit(s) A to the Customer’s PAL Service Agreement, or any mutually
agreed upon extension of that term, shall be resolved in accordance with Sections 8.6
and 8.7, as applicable, of this Rate Schedule PAL.

10.2 If Customer’s PAL account reflects a park balance at the termination date of the
associated Exhibit A to Customer’s PAL Service Agreement or at the end of any
mutually agreed upon extension of the termination date, and the balance has not been
resolved pursuant to Section 8.6(c) of this Rate Schedule PAL, the term of the
transaction will be extended until the earlier of (i) such time as the balance is reduced
to zero, or (ii) operating conditions require the removal of the balance pursuant to
Section 8.6(c) of this Rate Schedule PAL. For any balance remaining beyond such
agreed upon period set forth for a PAL transaction in Exhibit A of Customer’s PAL
Service Agreement, the applicable maximum rate(s) as set forth on the effective
Statement of Rates for Rate Schedule PAL shall be applied on a daily basis until the
balance is reduced to zero.

11. GENERAL TERMS AND CONDITIONS

The GT&C applies to this Rate Schedule and is made a part hereof to the extent that such
terms and conditions are not contradicted by any provision herein. In the event of a conflict
between the GT&C and the provisions of this Rate Schedule or a Service Agreement under
this Rate Schedule, the specific provisions of this Rate Schedule or a Service Agreement
under this Rate Schedule shall control.
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1. DEFINITIONS

“Action Alert” shall mean Pipeline’s notice that action is required to avoid a system integrity
issue.

“Backhaul” shall mean movement of Gas from a Point of Receipt to a Point of Delivery such
that the nominated and scheduled direction of movement under the applicable Service
Agreement is at all times and at all points along the scheduled path in a direction opposite to
the scheduled flow of Gas in Pipeline’s system.

“British Thermal Unit (Btu)” shall mean the amount of heat required to raise the temperature
of one avoirdupois pound of pure water from 58.5° Fahrenheit to 59.5° Fahrenheit at a
constant pressure of 14.73 dry psia.

“Business Day” shall mean Monday through Friday excluding Federal Banking Holidays for
transactions in the U.S.

“Capacity Release Umbrella Agreement” shall mean an agreement executed by Pipeline and
Replacement Customer pursuant to which a Replacement Customer is provided service.

“Cash-out Party” shall mean any Customer or other contractually liable entity who has an
imbalance under any agreement with Pipeline, which imbalance will be resolved in
accordance with Sections 11.1 through 11.6 of the General Terms and Conditions.

“Commission” and “FERC” shall mean the Federal Energy Regulatory Commission or any
successor regulatory authority having jurisdiction over Pipeline under the Natural Gas Act or
successor or replacement legislation.

“Contract Path” shall mean the firm transportation path defined by the daily contract capacity
rights from the Primary Point of Receipt to the Primary Point of Delivery.

“CT” shall mean Central Clock Time, which includes the recognition of Daylight Savings
Time.

“Cubic Foot” shall mean the volume of Gas which occupies one cubic foot of space,
measured according to Boyle’s and Charles’ Law for the measurement of Gas under varying
pressures with deviation therefrom as provided in Section 14 of these GT&C and on the
measurement basis likewise specified in Section 14.

“Customer” shall mean an entity that has executed a Service Agreement in the form
contained in this Tariff, providing for the transportation of Gas by Pipeline.

“Date of Commencement of Service” shall mean the date on which Pipeline is ready, willing
and able to provide service and all contractual conditions to the commencement of service
have been satisfied.

“Day” or “Gas Day” shall mean a period of twenty-four (24) consecutive hours, beginning at
9:00 a.m. CT.
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“Dekatherm” or “Dth” shall mean the quantity of heat energy which is equivalent to
1,000,000 British Thermal Units. One “Dekatherm” of Gas shall mean the quantity of Gas
which contains one Dekatherm of heat energy.

“Elapsed Pro Rata Capacity” shall mean that portion of the capacity that would have
theoretically been available for use prior to the effective time of the intraday recall based
upon a cumulative uniform hourly use of the capacity.

“Electronic Bulletin Board” or “EBB” shall mean Pipeline’s computerized system for the
posting, sending and receiving of notices and other communications under this Tariff.

“Fuel” shall mean the quantity of Gas determined to be consumed during the transportation
of Gas.

“Fuel Retainage Percentage” or “FRP” shall mean the percentage used to determine the Fuel
Retainage Quantity for Pipeline’s compensation for the quantities of Fuel used to provide
service for Customers.

“Fuel Retainage Quantity” shall mean the quantity of Gas retained as compensation for the
quantities of Fuel and L&U used to provide service for Customers.

“Force Majeure” shall have the meaning set forth in Section 26 of the GT&C.

“Gas” shall mean natural gas, including cap gas, casinghead gas produced with crude oil, gas
from gas wells, gas from condensate wells, synthetic natural gas, or any mixture of these
gases meeting the quality specifications set forth in Section 12 of the GT&C.

“General Terms and Conditions” or “GT&C” shall mean the General Terms and Conditions
of Pipeline’s Tariff, as effective from time to time.

“Interim Capacity” shall have the meaning given in Section 4.1(d) of the GT&C.

“Imbalance Management Services” shall mean the options available to Customers for
resolution of imbalances prior to the application of the cash-out mechanism set forth in
Section 11 of the General Terms and Conditions. These options include: Service under Rate
Schedule PAL, an Operational Balancing Agreement (where applicable) and Imbalance
Netting and Trading pursuant to Section 11 of the GT&C.

“Long Term Service Agreement” shall mean a Service Agreement with a primary term of one
year or more from the effective date of the Service Agreement.

“L&U” shall mean lost and unaccounted-for Gas.

“L&U Percentage” shall mean the percentage used to determine the Fuel Retainage Quantity
for Pipeline’s compensation for the quantities of L&U.
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“Maximum Daily Delivery Obligation” and “MDDO” shall mean the maximum quantity of
Gas Pipeline is obligated to deliver to Customer, or for Customer’s account, on any given
Day at a point of delivery as set forth in Customer’s Service Agreement.

“Maximum Daily Quantity” and “MDQ” shall mean the maximum daily quantity of Gas
exclusive of the Pipeline’s Fuel Retainage Quantity that (a) Customer may tender for
transportation in the aggregate to all Points of Receipt, and (b) Pipeline is required to deliver
to all Points of Delivery.

“Maximum Daily Receipt Obligation” and “MDRO” shall mean the maximum quantity of
Gas Pipeline is obligated to receive for Customer’s account on any given Day at a Point of
Receipt as set forth in Customer’s Service Agreement, exclusive of any applicable Fuel
Retainage Quantity.

“Maximum Loaned Quantity” and “MLQ” shall mean the maximum quantity of Gas
permitted to be in Customer’s account on any Day as Loan Service under Rate Schedule
PAL.

“Maximum Parked Quantity” and “MPQ” shall mean the maximum quantity of Gas
permitted to be in Customer’s account on any Day as Park Service under Rate Schedule PAL.

“Mcf” shall mean one thousand (1,000) Cubic Feet of Gas.

“MMBtu” shall mean one million Btu. One MMBtu equals one Dekatherm.

“Month” shall mean the period beginning at 9:00 a.m. CT, on the first Day of a calendar
month, and ending at the same hour on the first Day of the next succeeding calendar month.

“Netting” or “Imbalance Netting” is the term used to describe the process of resolving
imbalances for a Customer. There are two types of Netting:

a. Summing is the accumulation of all imbalances above any applicable
tolerances for a Customer or agent.

b. Offsetting is the combination of positive and negative imbalances above any
applicable tolerances for a Customer or agent.

For Pipeline, the definition in (a) above is applicable to the Imbalance Netting provisions set
forth in Section 11.5 of the General Terms and Conditions.

“Nomination Period” shall mean a period of time that Customer includes in a nomination for
Gas service.

“OBA Party” shall mean the party that operates Gas facilities which interconnect with
Pipeline’s facilities and who has executed an Operational Balancing Agreement with
Pipeline.
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“Operational Balancing Agreement” or “OBA” shall mean an agreement between Pipeline
and an OBA Party that specifies the procedures to manage variances between scheduled
quantities and actual quantities at an interconnection between the parties.

“Operational Flow Order” or “OFO” shall mean an order issued to alleviate conditions
which, inter alia, threaten or could threaten the safe operations or system integrity of
Pipeline’s system or to maintain operations required to provide efficient and reliable firm
service. Whenever Pipeline experiences these conditions, any pertinent order shall be referred
to as an Operational Flow Order or OFO.

“Operator” shall mean the entity designated to serve as operator of the Pipeline.

“Pipeline” shall mean the PennEast Pipeline Company, LLC. The term “Pipeline” expressly
excludes any of the individual members of Pipeline, and any entity with which any member
is affiliated except for the PennEast Pipeline Company, LLC.

“Point of Delivery” shall mean an interconnection point on Pipeline’s system where Gas
transported by Pipeline exits Pipeline’s system.

“Point of Receipt” shall mean an interconnection point on Pipeline’s system where Gas
enters Pipeline’s system for transportation.

“Posted Point of Restriction” shall mean any point or segment on Pipeline’s system for which
Pipeline has posted on its Web site a reduction of scheduled capacity notice, a notice that the
point or segment is scheduled at its capacity for the Day, or a notice of expected restrictions
due to weather, operating conditions or maintenance.

“Primary Point” shall mean a Primary Point of Delivery or Primary Point of Receipt, as
applicable.

“Primary Point of Delivery” shall mean a Point of Delivery specified in a Service Agreement
under a firm transportation rate schedule, at which Pipeline has a firm MDDO.

“Primary Point of Receipt” shall mean a Point of Receipt specified in a Service Agreement
under a firm transportation service rate schedule, at which Pipeline has a firm MDRO.

“Rate Default” shall describe, for index-based capacity release transactions, the non-biddable
rate specified in Releasing Customer’s Notice to be used for invoicing purposes when the
result of the index-based formula is unavailable or cannot be computed. If a Rate Default is
not otherwise specified, the Rate Floor shall serve as the Rate Default.

“Rate Floor” shall describe, for index-based capacity release transactions, the lowest rate
specified in Releasing Customer’s Notice in dollars and cents that is acceptable to Releasing
Customer. The Rate Floor may not be less than Pipeline’s minimum reservation rate or zero
cents where there is no stated minimum reservation rate.

“Releasing Customer” shall mean a Customer that seeks to release or releases capacity in
accordance with Section 9 of the GT&C.
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“Releasing Customer’s Notice” shall have the meaning given in Section 9 of the GT&C.

“Replacement Customer” shall mean a customer that acquires released capacity in
accordance with Section 9 of the General Terms and Conditions.

“Request” shall mean a request for service which meets the requirements of Section 3 of the
GT&C.

“Request Date” shall mean the date on which a Request is deemed valid under Section 3 of
the GT&C.

“ROFR Agreement” shall mean (i) a firm Service Agreement under Pipeline’s Rate Schedule
FTS contracted for service for twelve (12) consecutive Months or more at the applicable
maximum rate for that service; (ii) a firm Service Agreement under Pipeline’s Rate Schedule
FTS contracted for service for a term of more than one (1) year which is not available for
twelve (12) consecutive Months; or (iii) a firm Service Agreement under Pipeline’s Rate
Schedule FTS that is subject to a negotiated or discounted rate agreement that Pipeline
agrees, on a not unduly discriminatory basis, shall qualify as a ROFR Agreement, in which
case such negotiated or discounted rate agreement shall expressly provide that the applicable
firm Service Agreement qualifies as a ROFR Agreement.

“ROFR Bidder” shall have the meaning given in Section 4.2(c).

“Service Agreement” shall mean the Service Agreement executed by the Customer and
Pipeline or otherwise made effective and any exhibits, attachments and/or amendments
thereto.

“Service Year” shall mean the period commencing on November 1 of any given calendar
year and ending the following October 31.

“Subscriber” shall mean a party authorized to access and use the EBB pursuant to Section 2
of the GT&C.

“Tariff” shall mean Pipeline’s FERC Gas Tariff, including but not limited to Statements of
Rates, rate schedules, General Terms and Conditions and forms of service agreement, as may
be revised and effective from time to time.

“Title Transfer” shall mean the change of title to Gas between parties at a location.

“Title Transfer Tracking” shall mean the process of accounting for the progression of title
changes from party to party that does not effect a physical movement of the Gas.

“Title Transfer Tracking Service Provider” or “TTTSP” shall mean a party conducting the
Title Transfer Tracking activity.

“Total Heating Value” shall mean the number of British Thermal Units produced by the
complete combustion with air, of one dry Cubic Feet of Gas at a constant pressure of 14.73
psia, and a temperature of 60 degrees Fahrenheit when the products of combustion are cooled
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to the initial temperature, and the water formed by combustion is condensed to the liquid
state.

“Trading” or “Imbalance Trading” is the term used to describe the process for resolving
imbalances among Customers as further described in Section 11.4 of the GT&C.

“Usage Charge outside Tolerances” shall mean the applicable usage charge that applies on
the Statement of Rates for the total quantity of Gas deliveries on any Day pursuant to the
applicable Service Agreement, which (i) except for authorized overrun quantities, is in excess
of the lesser of 110% of scheduled service levels for such Day or 102% of MDQ, or (ii) is
less than 90% of the scheduled service levels for such Day.

“Usage Charge within Tolerances” shall mean the applicable usage charge that applies on the
Statement of Rates for the total quantity of Gas deliveries on any Day pursuant to the
applicable Service Agreement, except for authorized overrun quantities, which is not in
excess of the lesser of 110% of scheduled service levels for such Day or 102% of MDQ.

“User” shall mean a person who is duly authorized by a Subscriber to use the EBB to
perform one or more of the functions available on the EBB.

“Web site” shall mean Pipeline’s HTML site accessible via the Internet’s World Wide Web
located at [____________].



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 2. Electronic Communication
Original Volume No. 1 Version 0.0.0

Page 1 of 4

Issued on:
Effective on:

2. ELECTRONIC COMMUNICATION

2.1. System Description.

(a) Pipeline provides for interactive electronic communications with its
Customers and other parties through its electronic bulletin board (hereinafter
called the “Electronic Bulletin Board” or “EBB”). The EBB shall be available
on a nondiscriminatory basis to any party (such party is referred to herein as
the “Subscriber”), provided that such party (i) has established its business
entity in the EBB, and (ii) if such party desires to transmit information to or
receive information from Pipeline via electronic data interchange, has a
trading partner agreement along with a related exhibit and worksheet
(collectively referred to as the “Trading Partner Agreement”) that was
requested and has executed a Trading Partner Agreement. A party to a
Trading Partner Agreement is responsible for ensuring that the individual
executing such agreement on its behalf has the appropriate authority. Use of
the EBB by such individual is acknowledgement of that authority. Pipeline
shall not be responsible for verifying the authority of an individual to execute
a Trading Partner Agreement on behalf of a party.

By accessing the EBB, Subscriber agrees to comply with the procedures for
access to and use of the EBB as set forth in this Section 2.

Pipeline reserves the right to implement enhancements to the EBB at its sole
discretion; provided however, all such enhancements when fully operational
shall be available to all Subscribers. Pipeline will exercise due diligence to
ensure the EBB operates correctly and will provide timely and non-
discriminatory access to on-line EBB help features and to any information
available on the EBB that Subscriber is entitled to access.

(b) Customers’ Notices pursuant to Section 9 of the General Terms and
Conditions shall be submitted electronically and, in addition, posted
electronically by the Customer via the EBB. Electronic communications may
also be transmitted, where applicable, via electronic data interchange, which
will be available on a nondiscriminatory basis to any Subscriber, provided
such Subscriber has entered into a Trading Partner Agreement with Pipeline
pursuant to Section 2.1(a) above. Specifically, a Subscriber has the option of
utilizing the EBB for purposes of:

(1) requesting service under Pipeline’s rate schedules set forth in Volume
No. 1 of Pipeline’s Tariff;

(2) tracking certain Service Agreements under Pipeline’s rate schedules
set forth in Volume No. 1 of Pipeline’s Tariff;

(3) providing nominations and viewing allocations and operational
imbalances under all rate schedules as a Customer of Pipeline
pursuant to the applicable rate schedule and the GT&C;
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(4) exercising its rights as a Customer of Pipeline pursuant to Section 9 of
the GT&C or submitting a bid as a Replacement Customer of Pipeline
under such section;

(5) exercising its rights as a Customer of Pipeline pursuant to Section 9 of
the GT&C (which, if submitted utilizing the EBB, will be posted at
that time) or submitting a bid as a Replacement or Prearranged
Customer of Pipeline pursuant to such section, or posting a Capacity
Request for capacity release pursuant to such section;

(6) viewing and downloading operational data for any Gas Day on the
second subsequent Gas Day;

(7) viewing Pipeline’s notice of an OFO as contemplated by Section 10
of the GT&C;

(8) effectuating Imbalance Netting and Trading pursuant to Sections 11.4
and 11.5 of the GT&C;

(9) requesting a discount of the maximum recourse rate(s) for service
under Pipeline’s open-access rate schedules or viewing such discounts
previously granted; and

(10) such other functions as may be available on the EBB from time to
time.

2.2 Information. The EBB and the Web site will indicate whether the capacity is
available from Pipeline directly or through Pipeline’s capacity release mechanism as
set forth in Section 9 of the GT&C. The EBB and the Web site will provide
information that Pipeline is required to post pursuant to the Commission’s
regulations, or other information Pipeline chooses to post in furtherance of the
operation of its system. Pipeline shall maintain on the EBB a Master Location List
containing the following information for each Point of Receipt and Point of Delivery
on Pipeline’s system:

(1) name of the point;
(2) meter number of the point;
(3) location (legal description) of the point;
(4) name and phone number of operator to the extent available; and
(5) whether there is an Operational Balancing Agreement in effect at the

point.

2.3 Authorized Use of EBB; Confidentiality.

(a) Subscriber shall submit contact information to Pipeline using the applicable
form, as such form is updated from time to time. In addition, Subscriber shall
be required to submit updated contact information to Pipeline as such
information changes. Such revised information shall supersede in its entirety
any contact information previously submitted to Pipeline.

(b) Subscriber shall not disclose to persons other than Users that are employed by
Subscriber, or properly designated affiliates or agents of Subscriber, and shall
otherwise keep confidential, all USERIDs and passwords. In addition,



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 2. Electronic Communication
Original Volume No. 1 Version 0.0.0

Page 3 of 4

Issued on:
Effective on:

Subscriber shall cause User(s) to refrain from disclosing to any other person,
whether or not employed by Subscriber, and shall otherwise keep
confidential, the individualized USERID and password issued to each such
User.

(c) Subscriber shall be solely responsible for any unauthorized or otherwise
improper use of USERIDs and passwords, including, but not limited to, the
use of such USERIDs and passwords by Users who are not within
Subscriber’s employment or control.

(d) Pipeline reserves the right to disable for due cause any USERID issued to any
User. Pipeline shall provide notice to Subscriber or User, as applicable, at the
time that the USERID is disabled by Pipeline. In addition, upon thirty (30)
days’ prior notice to the User, Pipeline will disable any USERID that has not
been used to access the EBB for fifteen (15) consecutive months.

(e) Pipeline warrants that, without the express consent of Subscriber or as
otherwise provided in this Tariff, no Pipeline employee or agent will disclose
to any third party any non-public information regarding research performed
through the use of the EBB by Subscriber.

2.4 Liability.

(a) Pipeline shall not be liable to Subscriber nor any other party in damages for
any act, omission or circumstance related to the EBB occasioned by or in
consequence of an event of Force Majeure as defined in Section 26 of these
GT&C, that is not within the control of Pipeline and which by the exercise of
due diligence Pipeline is unable to prevent or overcome. To the extent the
information displayed on the EBB is originated solely by Pipeline and such
information is subsequently determined to be inaccurate, Subscriber shall not
be subject to any penalties otherwise collectable by Pipeline based on
Customer conduct attributable to such inaccuracy during the period the
inaccurate information was displayed on the EBB.

(b) Subscriber shall defend, indemnify and hold harmless Pipeline from and
against any and all claims, demands and/or actions, and/or any and all
resulting loss, costs, damages, and/or expenses (including court costs and
reasonable attorney’s fees) of any nature whatsoever, that may be asserted
against or imposed upon Pipeline by any party as a result of the unauthorized
or otherwise improper use of any USERID and/or password issued to or by
Subscriber or any other unauthorized or improper use of the EBB by any User
or Subscriber unless such improper use is the result of Pipeline’s negligence
or willful misconduct, including, but not limited to, distribution of USERIDs
or passwords to persons that are not employed by, or agents or affiliates of,
Subscriber.

2.5 Electronic Mail (E-mail) Notification. For system-wide notices of general
applicability, any provisions of this Tariff requiring that these matters be written or in



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 2. Electronic Communication
Original Volume No. 1 Version 0.0.0

Page 4 of 4

Issued on:
Effective on:

writing are satisfied by Pipeline utilizing electronic transmission through the EBB in
accordance with the procedures for utilization of the EBB or through electronic data
interchange as provided for in Commission-approved or permitted data sets. Critical
system-wide notices will be in a separate category from notices that are not critical.
Pipeline will use electronic mail (e-mail) in order to facilitate certain notifications to
Customers as required by this Tariff. Customer shall provide Pipeline with at least
one e-mail address to which these notifications can be sent, and shall be responsible
for updating such information as necessary. In addition to the requirement specified
in Sections 8 and 10 of these GT&C to post notices on the EBB, Pipeline shall
provide such notifications via e-mail communication to those Customers that have
provided such e-mail address information and have requested, via the EBB, e-mail
notification of critical notices issued by Pipeline. Customer shall be responsible for
providing accurate e-mail notification information to Pipeline, including timely
updates to such information as necessary. All other provisions, including Service
Agreement-specific notices, requiring items or information to be written or in writing
remain unchanged unless otherwise agreed by Pipeline and Customer.
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3. SERVICE REQUESTS AND CONTRACTING FOR SERVICE

Specific requests for information concerning service(s) should be directed to:

PennEast Pipeline Company, LLC
Attention:
[Address]
[Address]
Telephone:

Pipeline shall provide the requested information orally, or in writing, as appropriate.

3.1 Requests for Service.

(a) A Request for a new service or an amendment to an existing service shall
contain the information identified on Pipeline’s public Web site, as such list
may be amended from time to time. A Customer requesting a new service or
an amendment to existing service shall also provide the following to Pipeline:

(1) Either at the time of the Request for new service or an amendment to
existing service is submitted to Pipeline or at the time of execution of
the Service Agreement, such other information (if any), in writing, as
may be required to comply with regulatory reporting or filing
requirements; and

(2) Within ten (10) Business Days of the submittal of the Request for new
service or an amendment to existing service, any credit information
required to be provided pursuant to Section 3.7 of the General Terms
and Conditions.

(b) No Request shall be deemed to have been received by Pipeline until
Customer has submitted such Request and Pipeline has received the
information required or requested pursuant to this Section 3.1 and Sections
3.3 and 3.7 of the GT&C. If Pipeline requests additional information or
assurance in accordance with this Section 3.1, and such additional
information or assurance is received within ten (10) Business Days of
Pipeline’s Request, Customer’s Request for service shall be deemed to have
been received on the date on which Customer’s additional financial
information is received by Pipeline; otherwise, Customer’s Request for
service shall be rejected by Pipeline.

(c) If Customer does not submit the information required in Section 3.1(b) above
within the required timeframes, the Request for service shall be rejected by
Pipeline.
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3.2 All firm transportation Requests shall be subject to the following conditions:

(a) No Request for transportation from a Primary Point of Receipt or to a Primary
Point of Delivery shall be considered valid or be granted if to do so would
impair Pipeline’s ability to render existing services pursuant to Rate Schedule
FTS.

(b) Subject to the provisions of (a) above, amendments to any firm Service
Agreement or exhibit to add additional Primary Point(s) of Receipt or
Primary Point(s) of Delivery pursuant to Rate Schedule FTS will not be
considered a new transaction for purposes of complying with this Section 3.
Any Customer receiving permission from Pipeline to use any new Primary
Point(s) of Receipt or new Primary Point(s) of Delivery shall be deemed to
have complied with the requirements of this Section 3 for purposes of
receiving priority in contracting for such new Primary Point(s) of Receipt or
new Primary Point(s) of Delivery for a firm MDRO or MDDO over any third
party subsequently requesting firm transportation under Rate Schedule FTS at
that Primary Point(s) of Receipt or Primary Point(s) of Delivery if, at the time
of Customer’s Request, said third party’s Request has not been accepted by
Pipeline. The priority for such new Primary Point(s) of Receipt or Primary
Point(s) of Delivery shall be determined in accordance with this Section 3.

(c) In certain situations, Pipeline may use an accounting meter number to
represent a physical location on its pipeline system. A Point of Receipt and/or
a Point of Delivery identified on Customer’s executed Service Agreement(s)
may be designated in the EBB by means of an accounting meter number and
description that differs from the physical meter number and description
specified on the Service Agreement. The same rights and obligations exist for
both Pipeline and Customer regardless of whether a location is identified in
Customer’s executed Service Agreement by means of a physical meter
number or an accounting meter number.

3.3 Execution of Service Agreement and Amendments. A Service Agreement and/or an
amendment to an existing Service Agreement shall be executed, as specified in this
Section 3.3, by Customer and Pipeline following the completion of the approval
process.

(a) All Service Agreements shall be executed in writing. A Service Agreement
shall be executed within fifteen (15) days of the tender of a Service
Agreement by Pipeline.

(b) For each of Pipeline’s rate schedules, the Service Agreement executed in
writing by Customer and Pipeline, the Exhibit(s) executed by Customer and
Pipeline, the applicable rate schedule, the GT&C, and any applicable
negotiated rate or discount agreement will comprise the entire agreement
between Customer and Pipeline.
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3.4 Extension of Service Agreements. Prior to the expiration of the term of a Service
Agreement and prior to Pipeline’s posting the availability of capacity under
Pipeline’s Right of First Refusal provisions contained in Section 4.2 of the GT&C, if
applicable, Pipeline and Customer may mutually agree to an extension of the term of
the Service Agreement (the exact length of which is to be negotiated on a case-by-
case basis, in a not unduly discriminatory manner).

3.5 [Reserved for Future Use]

3.6 [Reserved for Future Use]

3.7 Pipeline shall apply, on a not unduly discriminatory basis, consistent financial
evaluation standards to determine the acceptability of Customer’s overall financial
condition. Such credit appraisal and any further or ongoing credit appraisal as may be
necessary shall be based upon the following information and criteria:

(a) Customer shall provide current financial statements, annual reports, 10-K
reports or other filings with regulatory agencies which discuss Customer’s
financial status; a list of all corporate affiliates, parent companies and
subsidiaries; and any reports from credit reporting and bond rating agencies
which are available. Pipeline shall determine the acceptability of the
Customer’s overall financial condition.

(b) A Customer requesting long-term firm transportation service with a primary
term of over one (1) year must (i) demonstrate that the Customer’s senior,
unsecured, long-term debt is rated by Moody’s Investors Service, Inc. as
Baa3 or higher, by Standard & Poor’s BBB- or higher, or any equivalent
credit rating by any other rating agency to which the Pipeline and Customer
may agree; provided that, if such Customer’s senior, unsecured, long-term
debt is rated by more such agencies, at least two of the assigned ratings shall
meet such credit standards; or (ii) provide a guarantee of payment by another
entity whose senior unsecured, non-credit enhanced long-term debt meets the
test in clause (i). A Customer requesting short-term firm transportation
service with a primary term of one (1) year or less or interruptible service of
any term and which does not meet the tests for long-term transportation
service set forth above must provide a letter of credit, guaranty or other
reasonable financial support commensurate with the term and type of service
(firm or interruptible) requested, satisfactory to Pipeline, if requested by
Pipeline.

(c) If a Customer requesting long-term firm transportation service with a primary
term of over one (1) year is not rated by a recognized rating agency,
Customer must demonstrate an equivalent rating acceptable to Pipeline based
on the financial rating methodology, criteria and ratios for the industry of the
Customer as published by the above rating agencies from time to time.

(d) Customer shall confirm in writing that neither Customer nor (if applicable)
Customer’s guarantor is operating under any chapter of the bankruptcy laws
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or is subject to liquidation or debt reduction procedures under state laws, such
as an assignment for the benefit of creditors, or any informal creditors’
committee agreement. An exception may be made upon Pipeline’s approval
for a Customer or (if applicable) Customer’s guarantor who is a debtor in
possession operating under Chapter 11 of the Federal Bankruptcy Act but
only with adequate assurance that the service billing will be paid promptly as
a cost of administration under the federal court’s jurisdiction.

(e) Customer shall confirm at the time of the Request in writing for the benefit of
Pipeline that Customer is not aware of any change in business conditions
which would cause a substantial deterioration in its or (if applicable) its
guarantor’s financial condition, a condition of insolvency, or the inability to
exist as an ongoing business entity.

(f) Customer with an ongoing business relationship with Pipeline shall have no
delinquent balances outstanding for services made previously by Pipeline,
and each Customer must have (i) paid its account according to the established
terms and (ii) not made deductions or withheld payment for claims not
authorized by contract.

(g) Customer shall confirm at the time of the Request in writing for the benefit of
Pipeline that no significant claims, lawsuits, or judgments are outstanding
which would materially affect Customer’s or (if applicable) its guarantor’s
ability to remain solvent as a business entity.

3.8 Upon notification by Pipeline that Customer has failed to satisfy the credit criteria for
a Long Term Service Agreement in Section 3.7, or subsequently during the term of a
Long Term Service Agreement if Customer no longer satisfies such credit criteria in
which case Customer shall notify Pipeline that Customer or (if applicable)
Customer’s guarantor fails to continue to satisfy the credit criteria set forth in Section
3.7, immediately upon becoming aware of such failure, such Customer may still
obtain credit approval by Pipeline if it elects to provide one of the following:

(a) an advance deposit in the amount specified below;

(b) a standby irrevocable letter of credit from a financial institution acceptable to
the Pipeline in the amount specified below;

(c) security interest in collateral satisfactory to Pipeline;

(d) a guaranty, acceptable to Pipeline, by another person or entity which satisfies
the credit appraisal criteria set forth in Section 3.7; or

(e) other credit support acceptable to Pipeline.

If Customer provides an advance deposit or other credit instrument and then
subsequently satisfies or obtains a guaranty from an entity that satisfies the
credit criteria set forth in Section 3.7, Pipeline shall return to Customer any
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such advance deposit or credit instrument with interest where applicable at
the same rate as prescribed for pipeline refunds as set forth in Section
154.501(d) of the Commission’s Regulations under the Natural Gas Act.

The advance deposit or standby irrevocable letter of credit should at all times
equal the amount equal to three (3) Months of transportation charges at a
100% load factor of the requested MDQ at the maximum applicable unit rate
hereunder. Customer shall continue to provide such advance deposit or letter
of credit for a period of three (3) Months following the termination of service,
unless Customer pays all of the amounts of any invoices for service as
reasonably determined by Pipeline prior to that time. If security or a deposit is
not tendered in a timely manner as reasonably determined by Pipeline, then
Pipeline is not required to continue service. If Customer or (if applicable)
Customer’s guarantor is unable to maintain credit approval by satisfying the
requirements of Section 3.7 or this Section 3.8 as applicable, the executed
Service Agreement shall terminate as of the first Day of the Month following
written notice from Pipeline to Customer.

3.9 Notwithstanding the foregoing requirements, if Pipeline constructs new facilities to
accommodate a Customer, Pipeline may require credit assurance under the applicable
precedent agreement. This credit assurance may be requested at any time before or
after the in-service date of the facilities, to the extent mutually agreed to as a
condition of the construction. This requirement is in addition to and shall not
supersede or replace any other rights that Pipeline may have regarding the
construction of and reimbursement for facilities.
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4. ALLOCATION OF CAPACITY ENTITLEMENTS

4.1 Pipeline will allocate pipeline capacity in accordance with the terms and conditions
set forth in this Section 4.1 and Section 4.2 of the GT&C.

(a) Pipeline capacity that is or becomes available from time to time not as a result
of an expansion or extension under Section 4.1(b) of the GT&C, will be
allocated on a first-come, first-served basis, which will be determined by the
Request Date. If there are two or more Requests with the same Request Date,
any available pipeline capacity will be prorated between or among such
Requests. For pipeline capacity allocation purposes, prorated means to
allocate capacity to a potential customer based on the net present value, based
upon a discount rate equal to the rate, as of the date of the review, stated in
accordance with Section 154.501(d) of the Commission’s regulations.

(b) All Customers and potential customers are put on notice that Pipeline may,
but is not required to, from time to time, in addition to constructing facilities
under GT&C Section 17, conduct periodic open seasons for the purpose of
evaluating market interest to expand and/or extend Pipeline’s transportation
system. If Pipeline does conduct an open season, any additional pipeline
capacity made available by such expansion and/or extension will be allocated
under the terms and conditions of such open season. However, any potential
customer which has submitted a Request which meets the requirements of
Section 3 of the GT&C will be informed in writing of any such open season
and will have the opportunity to participate in such open season. If any such
potential customer in Pipeline’s service queue is informed of an open season
and elects to not participate in the open season, such potential customer’s
Request will remain in Pipeline’s service queue but such potential customer
will have no right to any firm pipeline capacity and/or Point of Receipt or
Delivery capacity made available as a result of such open season.

(c) To the extent Pipeline has (i) available unsubscribed capacity or (ii) capacity
under expiring or terminating service agreements where such capacity is not
subject to a right of first refusal or Customer does not exercise its right of first
refusal, Pipeline reserves the right, but shall not be obligated, to reserve such
capacity for a future expansion project. Pipeline may reserve capacity for a
future expansion project for which an open season has been held or will be
held within twelve (12) months of the date that Pipeline posts such capacity
as being reserved. Any capacity reserved pursuant to this Section 4.1(c) must
first be posted as available capacity on Pipeline’s Web site for at least fifteen
(15) Business Days. Any minimum terms and conditions imposed in an open
season for capacity to be reserved must not materially differ so as to be more
restrictive than the terms and conditions imposed in the expansion project
open season. In the event that a subsequent expansion project open season
imposes minimum terms and conditions that are materially different from the
minimum terms and conditions imposed for the reserved capacity open
season, Pipeline shall hold another open season for the reserved capacity that
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uses the same minimum terms and conditions as were imposed for the
expansion project open season. Any capacity reserved under this Section
4.1(c) may be reserved for up to twelve (12) months prior to the time Pipeline
files for certificate approval for proposed construction of a related project and
thereafter until all expansion facilities are placed into service. Any capacity
reserved under this Section 4.1(c) shall be made available, pursuant to the
provisions of Section 4.1(d) of these General Terms and Conditions, for
transportation service on an interim basis up to, but not including, the in-
service date of the related expansion project(s). For such interim service,
Pipeline reserves the right to limit any Customer’s renewal rights that might
otherwise apply to such service, including Customer’s right of first refusal, if
applicable. Any capacity reserved for a future expansion project that does not
go forward for any reason shall be reposted as generally available within
thirty (30) days of the date the capacity becomes available.

(d) Capacity that is under contract for a future period pursuant to Section 4.1(c),
or otherwise may be made available on an interim basis up to the service
commencement date of such contract for a future period (“Interim Capacity”)
and will be sold pursuant to the provisions of Sections 4.1(a) above. The
availability of Interim Capacity, including any limitations on the renewal
rights for such capacity, will be posted on Pipeline’s EBB. Any party desiring
to submit a bid for such Interim Capacity must submit its bid online via the
EBB. Such Interim Capacity will be available for bidding for at least one (1)
Business Day. Pipeline shall award the Interim Capacity and post a notice of
the winning bid(s) on the EBB. The right of first refusal will not be applicable
to any service agreement entered into pursuant to this Section 4.1(d).

4.2 Pregranted Abandonment and Right of First Refusal.

Except as provided below in this Section 4.2, Pipeline shall have all necessary
abandonment authorizations under the Natural Gas Act upon the (i) expiration of the
contractual term, or (ii) the partial reduction of MDQ levels pursuant to either any
contractual right for such reduction or a right of first refusal under this Section 4.2, or
(iii) upon termination of the Service Agreement under an open-access rate schedule.

At the time that Customer provides to Pipeline a notice to terminate all or a portion of
a ROFR Agreement pursuant to the applicable provision of such agreement, or at any
time during the right of first refusal process set forth in this Section 4.2, Customer
may, at its sole option, notify Pipeline that it shall not exercise its right to match the
“best bid(s)” as determined pursuant to Section 4.2(e) herein. In the event that such
notice is provided by Customer prior to the date on which the capacity is posted
pursuant to Section 4.2(b) below, the right of first refusal process shall not be
applicable to such capacity and the capacity shall be posted on Pipeline’s Web site as
available capacity and marketed pursuant to Section 4.1 of these General Terms and
Conditions. If such notice is provided by Customer subsequent to the posting of the
ROFR capacity and prior to the deadline for the submission of bids, as set forth in
Sections 4.2(b) and 4.2(c), respectively, the right of first refusal process will continue
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to be applicable to such capacity, but Customer shall not have the right to match the
best bid(s).

(a) If Customer satisfies the bid matching requirements of this Section 4.2, such
Customer may retain its capacity with respect to any capacity under a Service
Agreement which qualifies as a ROFR Agreement and which is to be
unsubscribed as a result of (i) the expiration of the contractual term, (ii) the
partial reduction of MDQ levels, either pursuant to any contractual right for
such reduction or pursuant to this Section 4.2, or (iii) the termination by either
Customer or Pipeline of the Service Agreement in a manner consistent with
the provisions of the Service Agreement and applicable provisions of the
Tariff, and continue to receive firm service under a new Service Agreement.

(b) Eleven (11) months prior to the effective date of the partial reduction of MDQ
levels pursuant to a ROFR Agreement or the termination of a ROFR
Agreement, Pipeline shall post on the EBB and the Web site the following
information:

(1) the specific quantity available under the Service Agreement to be
terminated,

(2) the applicable Primary Point(s) of Receipt and Primary Point(s) of
Delivery,

(3) the date of expiration, and
(4) the current maximum recourse rate applicable to the Service

Agreement to be terminated.

(c) Any party that desires service to be provided in whole or in part by the
capacity posted pursuant to Section 4.2(b) (“ROFR Bidder”) must submit bids
for such capacity as described in the applicable posting no later than the last
Day of the fourth Month following the Month in which Pipeline posts an
applicable notice pursuant to Section 4.2(b). To be a valid bid, a bid must
comply with the bid requirements set forth in Section 4.2(d). At the close of
such bidding period, Pipeline shall select among the valid bids the “best
bid(s)”, as determined pursuant to Section 4.2(e), and shall relay the relevant
terms of such “best bid(s)” to the Customer whose capacity has been posted
pursuant to Section 4.2(b) within three (3) Business Days of the close of such
bidding period. If Customer elects to match, as determined by Section 4.2(f),
the “best bid(s)”, the Customer shall notify Pipeline of such election and shall
be entitled to retain its capacity and continue to receive firm service under a
new Service Agreement which reflects the matching of the relevant
contractual provisions of the “best bid(s)”. If Customer does not match the
“best bid(s)”, then Customer’s right of first refusal for the capacity shall
terminate and Pipeline shall have all necessary abandonment authorization
under the Natural Gas Act. In the event there is no “best bid(s)” for Customer
to match, Section 4.2(g) shall determine whether Customer shall be entitled to
retain its capacity and continue to receive service.
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(d) To be a valid bid, the ROFR Bidder must provide all information and data
required by Sections 3.1 and 3.7 of the GT&C. Pipeline may reject all bids
which would require Pipeline to discount below a specified rate and/or for a
discount period not agreeable to Pipeline. If Pipeline rejects any bid(s)
submitted pursuant to this Section 4.2, Pipeline will notify the ROFR
Bidder(s) via email of the reason(s) for such rejection. In the event Pipeline
agrees to accept such a discounted rate that is less than the applicable
maximum tariff rate, Customer must submit a discount request online via the
EBB and Pipeline must approve such request pursuant to the provisions of
Section 27 of the GT&C in order for such rate to become effective.

(e) Pipeline shall review all bids from Bidders received pursuant to Section
4.2(c), which have not been rejected by Pipeline, to determine which bid is
the “best bid(s)”. For purposes of this Section 4.2, the “best bid(s)” shall be
the bid(s) which yields to Pipeline the highest net present value. Net present
value shall be calculated on the basis of the present value of the Reservation
Charge per unit to Pipeline, except that under a negotiated rate agreement
with a minimum quantity, the net present value evaluation shall also include
the fixed cost component of the usage revenue at the minimum quantity. In
making the determination of net present value, Pipeline shall apply the
interest rate, as of the date of the review, stated in accordance with Section
154.501(d) of the Commission’s regulations, to all bids.

(f) Upon receipt from Pipeline of the “best bid(s)”, Customer shall have the right
for a thirty (30) Day period to notify Pipeline that Customer is willing to
match the “best bid(s)” for the capacity in whole or in part, made available by
(i) the termination of such ROFR Agreement, (ii) expiration of the contract
term by its own terms, or (iii) partial reduction pursuant to a contractual right
or the reduction of the MDQ level pursuant to a right of first refusal. Failure
to submit a matching bid pursuant to this subsection (f) constitutes an
irrevocable waiver of Customer’s right to match the “best bid(s)” and
termination of the right of first refusal for the capacity, and Pipeline shall
have all necessary abandonment authorization under the Natural Gas Act. In
order to match the “best bid(s)”, Customer must agree to a rate, up to the
maximum rate, and contract term that provide Pipeline with at least the same
net present value, for an equivalent amount of capacity, as the valid “best
bid(s)” submitted by the ROFR Bidder(s); provided, however, the maximum
rate a Customer must match is the maximum rate Pipeline can charge for
delivery to the Customer’s Point(s) of Delivery under the ROFR Agreement
which is subject to the Customer’s right to match the “best bid”.
Notwithstanding any provision of this Section 4.2(f), Pipeline shall not be
obligated to accept any matching bid by the Customer that includes a rate that
is lower than the rate set forth in the best bid or, if applicable, the minimum
rate established by Pipeline in accordance with Section 4.2(d).

(g) In the event Pipeline does not receive any bids pursuant to Section 4.2(c) or
Pipeline rejects all bids received due to the fact that such bids were premised
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on rate discount levels or rate discount periods unacceptable to Pipeline,
Pipeline and Customer may mutually agree upon the terms and conditions
under which Customer shall be entitled to retain its capacity and continue to
receive service. In no event shall Pipeline and Customer agree upon terms
which yield to Pipeline a net present value less than any bid received pursuant
to Section 4.2(c) and rejected by Pipeline, and in no event shall Pipeline be
obligated to sell capacity at less than the applicable maximum recourse rate
for such capacity. In the event Pipeline and Customer have not reached
agreement on the terms and conditions under which service will be extended,
at Customer’s election, such election to be exercised prior to the date which is
five (5) months before the termination date, Pipeline shall tender and
Customer shall execute, within twenty (20) Days of receipt, a new Service
Agreement reflecting service for all or part of the contractual quantity, so
long as such Customer agrees to pay the applicable maximum recourse rate;
provided, however, if Pipeline and Customer mutually agree to a lower rate
which yields to Pipeline a net present value equal to or greater than any bid
received pursuant to Section 4.3 and rejected by Pipeline, the Customer does
not have to pay the applicable maximum recourse rate to retain the capacity.
The new Service Agreement must meet all the requirements of the definition
of ROFR Agreement for Customer to continue to have the right of first
refusal pursuant to Section 4.2.

(h) In the event Pipeline and Customer do not execute a new Service Agreement
pursuant to the provisions of this Section 4.2, Pipeline shall have all
necessary pregranted abandonment authorization as to any part of the
contractual quantity which is not covered by a new Service Agreement.

4.3 Capacity which is not subject to the right of first refusal claim pursuant to Section 4.2
shall be posted as available capacity on Pipeline’s Web site and shall be marketed in
accordance with Section 4.1 of Pipeline’s GT&C.
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5. SERVICE NOMINATION PROCEDURE

5.1 Customer shall furnish or cause to be furnished to Pipeline via the EBB, unless
another method of submittal has been mutually agreed upon by Customer and
Pipeline, nominations showing the quantity of Gas to be received and delivered by
Pipeline, by individual Point of Receipt and individual Point of Delivery, for each
Day of the Nomination Period as required below:

(a) Such nomination shall reflect Customer’s contract number; Customer defined
beginning and ending dates of the period for which the deliveries are desired,
provided the nomination beginning and ending dates are within the term of
Customer’s contract; the quantity of Gas to be received, including the Fuel
Retainage Quantity and other Fuel where applicable, at each Point of Receipt;
the quantity of Gas to be delivered at each Point of Delivery on Pipeline. All
nominations excluding Intraday Nominations shall have roll-over options.
Customers shall have the right to nominate for several Days, Months or
Service Years, provided the nomination begin and end dates are within the
term of Customer’s Service Agreement. All nominations, including Intraday
Nominations, shall be based on a daily quantity; thus an intraday nominator
need not submit an hourly nomination. Intraday Nominations shall include an
effective date and time. The interconnected parties shall agree on the hourly
flows of the Intraday Nomination. To the extent Customer desires to change
its nomination for any Day(s) within the Nomination Period, Customer must
submit a new nomination for such Day(s). When a nomination for a date
range is received, each Day within that range is considered an original
nomination. When a subsequent nomination is received for one or more Days
within that range, the previous nomination is superseded by the subsequent
nomination only to the extent of the Days specified. The Days of the previous
nomination outside the range of the subsequent nomination are unaffected.
Nominations have a prospective effect only. A nomination made through
electronic data interchange shall include all mandatory Commission-approved
data elements.

(b) The sum of the quantities nominated at Point(s) of Receipt less applicable
Fuel Retainage Quantities shall equal the sum of the quantities of Gas
nominated at Point(s) of Delivery during the Month. In addition, the quantity
of Gas nominated at each Primary Point(s) of Receipt shall not exceed the
MDRO plus the applicable Fuel Retainage Quantity, and the quantity of Gas
nominated at each Primary Point of Delivery shall not exceed the MDDO.

(c) Pipeline shall have the right to refuse to receive or deliver any Gas not timely
and properly nominated. Pipeline shall not be liable to Customer or any other
person as a direct or indirect consequence of such refusal and Customer shall
indemnify Pipeline from and against any and all losses, damages, expenses,
claims, suits, actions and proceedings whatsoever threatened, incurred or
initiated as a result of such refusal unless such refusal was due to Pipeline’s
gross negligence, undue discrimination or willful misconduct.
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5.2 Nomination Cycles. Pipeline shall support the following standard nomination cycles.

(a) The Timely Nomination Cycle (Central Clock Time on the Day prior to
flow):

1:00 p.m. nominations leaving control of the nominating party;

1:15 p.m. for receipt of nominations by Pipeline (including from Title
Transfer Tracking Service Providers (TTTSPs));

1:30 p.m. quick response from Pipeline;

4:30 p.m. receipt of completed confirmations by Pipeline from upstream
and downstream connected parties;

5:00 p.m. receipt of scheduled quantities by Customer and point
operator.

Scheduled quantities resulting from Timely Nominations should be effective
at the start of the next Gas Day.

(b) Evening Nomination Cycle (Central Clock Time on the Day prior to flow):
6:00 p.m. for nominations leaving control of the nominating party; 6:15 p.m.
for receipt of nominations by Pipeline (including from TTTSPs); 6:30 p.m. to
send quick response from Pipeline; 8:30 p.m. for receipt of completed
confirmations by Pipeline from upstream and downstream connected parties;
9:00 p.m. for Pipeline to provide scheduled quantities to affected Customers
and point operators, and to provide scheduled quantities to bumped parties
(notice to bumped parties). Scheduled quantities resulting from Evening
Nominations should be effective at the start of the next Gas Day.

(c) The Intraday 1 Nomination Cycle (Central Clock Time on the current Gas
Day): 10:00 a.m. for nominations leaving control of the nominating party;
10:15 a.m. for receipt of nominations by Pipeline (including from TTTSPs);
10:30 a.m. to send quick response from Pipeline; 12:30 p.m. for receipt of
completed confirmations by Pipeline from upstream and downstream
connected parties; 1:00 p.m. for Pipeline to provide scheduled quantities to
affected Customers and point operators, and to provide scheduled quantities
to bumped parties (notice to bumped parties). Scheduled quantities resulting
from Intraday 1 Nominations should be effective at 2:00 p.m. CT on the
current Gas Day.

(d) The Intraday 2 Nomination Cycle (Central Clock Time on the current Gas
Day): 2:30 p.m. for nominations leaving control of the nominating party; 2:45
p.m. for receipt of nominations by Pipeline (including from TTTSPs); 3:00
p.m. to send quick response from Pipeline; 5:00 p.m. for receipt of completed
confirmations by Pipeline from upstream and downstream connected parties;
5:30 p.m. for Pipeline to provide scheduled quantities to affected Customers
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and point operators. Scheduled quantities resulting from Intraday 2
Nominations should be effective at 6:00 p.m. on the current Gas Day.

(e) The Intraday 3 Nomination Cycle (Central Clock Time on the current Gas
Day): 7:00 p.m. for nominations leaving control of the nominating party; 7:15
p.m. for receipt of nominations by Pipeline (including from TTTSPs); 7:30
p.m. to send quick response from Pipeline; 9:30 p.m. for receipt of completed
confirmations by Pipeline from upstream and downstream connected parties;
10:00 p.m. for Pipeline to provide scheduled quantities to affected Customers
and point operators. Scheduled quantities resulting from Intraday 3
Nominations should be effective at 10:00 p.m. on the current Gas Day.
Bumping is not allowed during the Intraday 3 Nomination Cycle.

For purposes of subsections (b), (c), (d) and (e) above, the word “provide” shall
mean, for transmittals pursuant to NAESB WGQ Standards 1.4.x, receipt at the
designated site, and for purposes of other forms of transmittal, it shall mean send or
post.

5.3 Other Nominations.

(a) Prior notice nominations. Subsequent to the first Day of the Nomination
Period, Customer may alter its nominations provided that the nomination
given by Customer to Pipeline for deliveries on any Day shall be submitted to
Pipeline no later than the time specified in the nomination timeline above in
Section 5.2, or such lesser period as is acceptable to Pipeline, prior to the
commencement of such Day. Any scheduling nomination submitted after the
initial scheduling nomination shall contain Customer’s anticipated service
requirements for the remainder of the Nomination Period.

(b) Once all or a portion of a Customer’s nomination is accepted and scheduled
during any Nomination Period, such scheduled service shall not be
interrupted unless: (1) such capacity is required to provide a higher priority
firm service prior to the Intraday 3 Nomination Cycle as described in this
Section 5; or (2) curtailment is necessary pursuant to the provisions of
Section 8 of these GT&C.

5.4 Elapsed Prorated Scheduled Quantity. With respect to intraday nominations for
reductions in previously scheduled quantities, Pipeline will accept, subject to the
limitations set forth in Section 5.3(b), any explicitly confirmed quantity, down to and
including zero, for such intraday nomination; provided, however, if such intraday
nomination requires confirmation from an upstream and/or downstream
interconnected pipeline then any intraday nomination to reduce previously scheduled
quantities will be subject to, and limited to, the reduced quantity confirmed by such
upstream and/or downstream interconnected pipeline.
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6. SERVICE SCHEDULING

Service is deemed scheduled after Customer submits a nomination in accordance with
Section 5 of the GT&C and Pipeline confirms the nominated receipt of Gas into the system
and the nominated delivery of Gas to Customer, or for Customer’s account. Until Pipeline
has informed Customer that its nomination is confirmed, such Gas quantities will not be
deemed scheduled.

6.1 The quantities nominated for transportation by Customer shall be scheduled by
Pipeline for receipt and delivery in the following order:

(a) Pro rata among firm service Customers utilizing Primary Points of Receipt
and Primary Points of Delivery;

(b) Pro rata among firm service Customers utilizing a Secondary Point or Points,
which points are wholly within the Contract Path and the nominated quantity
does not exceed the firm contractual entitlement(s) for any pipeline segment
as described in subsection (g) below; provided, however, that if Pipeline is
restricting service at a particular Point of Receipt or Delivery then a Customer
utilizing that point as a Primary Point, regardless of the status at the
corresponding Point of Delivery or Receipt, should have priority over a
Customer using that constrained point as a Secondary Point.

(c) Pro rata among firm service Customers utilizing a Secondary Point or Points
with at least one of such points being outside the Contract Path or the
nominated quantity being in excess of the firm contractual entitlement(s) for
any pipeline segment as described in subsection (g) below; provided,
however, that if Pipeline is restricting service at a particular Point of Receipt
or Delivery then a Customer utilizing that point as a Primary Point, regardless
of the status at the corresponding Point of Delivery or Receipt, should have
priority over a Customer using that constrained point as a Secondary Point of
Receipt or Delivery. Within this subsection (c), quantities of Gas requested to
flow through a Posted Point of Restriction located within the Contract Path
shall have priority over quantities of Gas requested to flow through a Posted
Point of Restriction located outside of the Contract Path.

(d) All interruptible service Customers, excluding park and loan service
Customers, and Customers nominating authorized overrun quantities in
sequence starting with the Customer paying the highest rate. In the event a tie
for capacity exists among category (d) Customers, quantities will be
scheduled pro rata on the basis of Customer’s nominated quantities.

(e) Pro rata among Pipeline’s Customers scheduling receipts or deliveries for the
purpose of resolving a prior imbalance in scheduled receipts or deliveries up
to but not in excess of the applicable contractual entitlement of such
Customer.
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(f) Park and loan service Customers requesting quantities of Gas to be scheduled
for park and loan service under Rate Schedule PAL based on net present
value, with the transaction yielding the highest net present value receiving
priority over transactions yielding a lower net present value. Net present
value shall be calculated on the basis of the present value of the daily PAL
charge per Dth to Pipeline for the term of the transaction. In making the
determination of net present value, Pipeline shall apply the rate, as of the date
of the review, stated in accordance with Section 154.501(d) of the
Commission’s regulations, to all bids.

(g) For the purposes of determining whether points are located within the
Contract Path, Pipeline shall consider a movement of Gas from a Point of
Receipt to a Point of Delivery that is counter to the Gas flow contemplated by
the Primary Point(s) of Receipt and Primary Point(s) of Delivery specified in
the Service Agreement as being outside of the Customer’s Contract Path. In
addition, for any movement of Gas that traverses a segment(s) in which the
total nominated quantity for that contract exceeds the firm contractual
entitlement, the quantity in excess of the contractual entitlement shall be
deemed to be outside of the Customer’s Contract Path.

6.2 Should Customer be unable to accept the quantities of Gas tendered at the Points of
Delivery on any Day, then Pipeline may refuse to receive Gas at the Points of Receipt
on such Day. Should Customer be unable to tender quantities of Gas at the Points of
Receipt on any Day, then Pipeline may refuse to deliver Gas at the Points of Delivery
on such Day.

6.3 Pipeline shall have the unqualified right to commingle Gas transported hereunder
with Gas from other sources, and to treat and handle all such Gas as under its
possession and control. It is recognized that Gas delivered by Pipeline may not be the
same molecules as those received at the Points of Receipt.

6.4 For purposes of the scheduling provisions, a Customer paying a Negotiated Rate is
subject to the provisions of Section 24.

6.5 Customer shall have the right to segment its firm capacity for scheduling purposes,
subject to this Section 6 and to the following restrictions. Pipeline shall not have the
obligation to schedule Customer’s firm capacity in segments if, in Pipeline’s
reasonable discretion, scheduling such segments (a) will impair Pipeline’s ability to
provide reliable service to any other firm Customer, (b) will impair the safe operation
of Pipeline’s system, and/or (c) will result in the combined nominations of Customer
and any Replacement or Prearranged Customer who has obtained all or a portion of
Customer’s original capacity through capacity release to exceed Customer’s original
MDQ on any segment of capacity on Pipeline’s system.

For the purpose of determining whether any overlapping transactions exceed, in the
aggregate (based on all relevant Customer utilization) the contract entitlements of the
original firm contract in any segment or at any point (including, without limitation,
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the MDQ or segment entitlements), a transaction that involves movement of Gas in
the same direction as that contemplated by the Primary Point(s) of Receipt and the
Primary Point(s) of Delivery on the firm Service Agreement and a transaction that
involves movement of Gas that is counter to the direction contemplated by the
Primary Point(s) of Receipt and the Primary Point(s) of Delivery on the firm Service
Agreement that are nominated to the same Point of Delivery for the same Gas flow
date and time shall not be deemed to be an overlap at that Point of Delivery;
provided, however, in no event shall Pipeline be obligated to deliver on a primary
firm basis at that Point of Delivery a quantity in excess of the MDDO applicable to
that Point of Delivery. For the purpose of determining whether any overlapping
nominations in a segment exceed, in the aggregate (based on all relevant Customer
utilization) the contract entitlements of the original firm contract in any segment or at
any point (including, without limitation, the MDQ or segment entitlements), a
transaction that involves movement of Gas in the same direction as that contemplated
by the Primary Point(s) of Receipt and the Primary Point(s) of Delivery on the firm
Service Agreement and a transaction that involves movement of Gas that is counter to
the direction contemplated by the Primary Point(s) of Receipt and the Primary
Point(s) of Delivery on the firm Service Agreement that are nominated on the same
segment for the same Gas flow date and time shall be deemed to be an overlap on that
segment.

Unless the point at which Gas is received or to which Gas is delivered is designated
in Customer’s Service Agreement as having an MDRO or MDDO, and the quantity
received or delivered is within the applicable contractual limits, such point shall be a
Secondary Point. The scheduling and curtailment priority of such receipts and
deliveries shall be set forth in Section 6.1 above.

6.6 Secondary Points.

In addition to the Primary Point(s) of Receipt and/or Delivery available under
Customer’s FTS Service Agreement(s), a Customer under Rate Schedule FTS may
schedule and tender/deliver any quantity of Gas at (i) any secondary Point(s) of
Receipt on Pipeline’s system or (ii) any secondary Point(s) of Delivery on Pipeline’s
system, including in excess of the MDRO and MDDO stated in the executed Service
Agreement (but capped at the original firm contract holder’s total MDQ, with the
exception that a transaction that involves movement of Gas in the same direction as
that contemplated by the Primary Point(s) of Receipt and the Primary Point(s) of
Delivery on the firm Service Agreement and a transaction that involves movement of
Gas that is counter to the direction contemplated by the Primary Point(s) of Receipt
and the Primary Point(s) of Delivery on the firm Service Agreement that are
nominated to the same Point of Delivery for the same Gas flow date and time shall
not be deemed to be an overlap of the MDQ at that Point of Delivery); provided,
however, that Pipeline shall not be obligated to deliver a total quantity in excess of
the total MDDO on a primary firm basis.
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7. INTERCONNECTING FACILITY GAS FLOW ALLOCATION METHODS

7.1 If Pipeline requests, for all Gas to be received by Pipeline, Customer shall request the
operating party of the facilities immediately upstream of Pipeline’s Points of Receipt
to provide a predetermined allocation methodology acceptable to Pipeline to be used
in allocating said Gas through the Points of Receipt.

7.2 If Pipeline requests, for all Gas to be delivered to Customer, Customer shall cause the
operating party of the facilities immediately downstream of Pipeline’s Points of
Delivery to provide a predetermined allocation methodology acceptable to Pipeline to
be used in allocating said Gas through the Points of Delivery.

7.3 The allocation methodology shall be provided to Pipeline prior to the start of the Gas
Day and shall prescribe the methodology for all Service Agreements for which
quantities have been scheduled at such Points of Receipt and Points of Delivery.

7.4 Parties may agree upon one of the following allocation methodologies: ranked, pro
rata, percentage, swing and operator provided value. Pipeline will accept such
allocation methodology if operationally and administratively feasible. In the event no
methodology acceptable to Pipeline is provided, Pipeline shall allocate the actual
quantities received or delivered by Pipeline among Customers pro rata, based on the
ratio of each scheduled quantity to the total scheduled quantities of Gas at such Points
of Receipt or Points of Delivery applied to the total quantity actually received or
delivered by Pipeline.

7.5 Changes to the daily allocation methodology may be made. Such changes must be
submitted and confirmed in advance of the effective date and shall be effective
prospectively. No retroactive reallocation of any transaction shall be permitted.

7.6 Pipeline shall not have any liability to any Customer as a result of Pipeline’s reliance
on any allocation methodology described herein, and Customer shall indemnify
Pipeline from and against any and all losses, damages, expenses, claims, suits, actions
and proceedings whatsoever threatened, incurred or initiated as a result of Pipeline’s
reliance on such allocation methodology.



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 8. Curtailment
Original Volume No. 1 Version 0.0.0

Page 1 of 2

Issued on:
Effective on:

8. CURTAILMENT

8.1 Pipeline shall have the right to curtail or discontinue transportation services, in whole
or in part, on all or a portion of its system at any time for reasons of Force Majeure or
when, in Pipeline’s sole judgment, capacity or operating conditions so require or it is
desirable or necessary to make modifications, repairs or operating changes to its
system. Pipeline shall provide Customer such notice of the curtailment as is
reasonable under the circumstances. Pipeline shall have the unqualified right to
interrupt transportation services at any time under Pipeline’s interruptible rate
schedules subject to the scheduling requirement in Section 5.3(b) of the GT&C to
provide service under Pipeline’s firm rate schedule.

8.2 In the event that service is interrupted or curtailed, Pipeline shall reduce each
Customer’s scheduled service in the following order:

(a) First, Pipeline shall curtail scheduled service under Pipeline’s Rate Schedule
PAL based on net present value, with the transaction yielding the highest net
present value receiving priority over transactions yielding a lower net present
value. Net present value shall be calculated on the basis of the present value
of the daily PAL charge per Dth to Pipeline for the term of the transaction.
PAL transactions yielding the same net present value shall be scheduled pro
rata based on scheduled quantities. In making the determination of net present
value, Pipeline shall apply the rate, as of the date of the review, stated in
accordance with Section 154.501(d) of the Commission’s regulations, to all
bids;

(b) Second, Pipeline shall curtail scheduled service for the resolution of
imbalances in the order of the unit rate at which the service is being
performed, beginning with the unit rate that represents the lowest percentage
of the maximum applicable rate. Pipeline shall allocate capacity among
Customers paying the same rate pro rata on the basis of scheduled quantities;

(c) Third, Pipeline shall curtail scheduled service to those Customers receiving
interruptible service, excluding park and loan service, and those Customers
receiving service for authorized overrun quantities in the order of the unit rate
at which the service is being performed, beginning with the unit rate that
represents the lowest percentage of the maximum applicable recourse rate.
Pipeline shall allocate capacity among Customers paying the same rate pro
rata on the basis of scheduled quantities;

(d) Fourth, Pipeline shall curtail scheduled service to those Customers receiving
service under the firm rate schedule at a Secondary Point or Points, with at
least one of such points being outside the Contract Path, if the operating
condition that necessitates the curtailment affects a location outside of the
Customers’ Contract Path, on a pro rata basis among affected Customers;

(e) Fifth, Pipeline shall curtail scheduled service to those Customers receiving
service under the firm rate schedule at Primary Points of Receipt and Primary
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Points of Delivery and at a Secondary Point or Points, which points are
wholly within the Contract Path pro rata on the basis of scheduled quantities.

8.3 If curtailment or interruption is caused by an event occurring at a specific Point of
Receipt or Point of Delivery, quantities will be curtailed based on the utilization of
that point as firm or interruptible and in the order specified in Section 8.2 above and
pro rata based on scheduled quantities.

8.4 All volumes received and/or taken in violation of Pipeline’s curtailment or
interruption orders shall constitute unauthorized receipts or deliveries of Gas for
which a penalty charge equal to the higher of $50.00 per Dth and 150% times the
Platts Gas Daily “Daily Price Survey” High Common price for “Transco, zone 6 non-
N.Y. North” per Dth shall be assessed, in addition to any other applicable rate, charge
or penalty. Pipeline will provide Customer notice of such curtailment orders and
Customer shall be permitted one hour, or such lesser time as is required to prevent the
impairment of reliable service on the system, to reduce its tenders, takes or both in
compliance with the curtailment orders. If Customer adjusts its tenders or takes
within such notice period then no charge, as provided for herein, shall be assessed.
Such charge shall be applicable to all such unauthorized receipts and deliveries
following notification of curtailment or interruption pursuant to Section 8.5.

Any penalty revenue collected by Pipeline pursuant to this Section 8.4 will be
credited in accordance with Section 33 of the GT&C.

8.5 Notice of Curtailment.

(a) Notice by Pipeline. Pipeline shall provide Customer with notice of
curtailment or interruption at a time and in a manner that is reasonable under
then-existing conditions, and shall in any event confirm in writing or by
posting the notice on its Web site.

(b) Notice by Customer. Customer shall have the responsibility to inform its end-
users, suppliers, other transporters and all others involved in the transaction,
as to any curtailment or interruption.

8.6 Customer shall indemnify Pipeline against and hold Pipeline harmless from any and
all damages, claims, suits, actions or proceedings whatsoever threatened or initiated
as a result of any curtailment or interruption invoked by Pipeline, which shall include
any curtailment or interruptions described in any part of this Section 8, except if such
damages, claims, suits, actions or proceedings are due to Pipeline’s gross negligence,
undue discrimination or willful misconduct.



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 9. Capacity Release
Original Volume No. 1 Version 0.0.0

Page 1 of 22

Issued on:
Effective on:

9. CAPACITY RELEASE

This Section 9 sets forth a firm capacity release mechanism pursuant to which existing
Customers can voluntarily release all or part of their firm service rights to others that want to
obtain that firm capacity by entering into an agreement with Pipeline. Customers may release
and assign their firm capacity on Pipeline under any firm, open-access, Part 284 Service
Agreement only under this Section 9 of Pipeline’s GT&C. Pipeline will use an open bidding
format and will post each Releasing Customer’s offer to release capacity (herein called
“Releasing Customer’s Notice”) and all the bids against that Releasing Customer’s Notice,
except for the names of the bidders. Bids are to be based on the Reservation Charge only,
provided the Reservation Charge may be converted into a volumetric charge. The maximum
rate for such volumetric releases shall be no greater than the 100% load factor equivalent of
Pipeline’s maximum Reservation Charge currently applicable to the service released, and for
purposes of this Section 9, a Customer is entitled to specify a rate for capacity to be released
equal to the maximum Reservation Charge, plus all applicable reservation surcharges.
Customer, Replacement Customer or Prearranged Customer may specify in an offer to
release capacity or a bid for capacity, as applicable, a rate in excess of the maximum rates
referenced above if (i) the term of the release is one (1) year or less, and (ii) the effective date
of the proposed release is on or before one (1) year from the date on which Pipeline is
notified of the release. The bidding procedures set forth herein shall govern bidding for
capacity that is made available pursuant to Section 4.2.

9.1 Service Agreements Eligible For Capacity Release. Customers under any firm
Service Agreement, except as specifically restricted by the applicable rate schedule,
are permitted to release their firm capacity in whole or in part, on a full Day or a
partial Day basis, on a permanent or temporary basis, and on a recallable or non-
recallable basis. Such Releasing Customer may propose an entity (herein called
Prearranged Customer) to obtain its released capacity from Pipeline.

9.2 Notice.

(a) Notice of Capacity Release. A firm Customer that wants to release any or all
of its capacity shall post the release on the EBB by the posting deadline as
determined pursuant to Section 9.3 herein. Customer may elect not to reveal
minimum conditions to anyone other than Pipeline. Any contingencies or
special terms and conditions included in Releasing Customer’s Notice must
not be contrary to any applicable provision of this Tariff. Such Releasing
Customer’s Notice shall provide the terms and conditions of the release as
follows:

(1) Releasing Customer’s service agreement number;

(2) on a permanent or temporary basis;

(3) on a recallable or non-recallable basis; and if recallable, (i) whether
the recall rights are on a full Day or a partial Day basis, (ii) the
specifics of any recall right, (iii) whether the Releasing Customer’s
recall notification must be provided exclusively on a Business Day,
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and (iv) any reput methods and rights associated with returning the
previously recalled capacity to the Replacement Customer. These
rights and methods may be either: (i) reput must be accepted by the
original Replacement Customer for the original terms of the release,
or (ii) reput may be accepted at the option of the original Replacement
Customer for the original terms of the release.

(4) the Business Day upon which the Bid Period will expire if the
Releasing Customer desires to establish a Bid Period that is longer
than that specified in Section 9.3 herein;

(5) the MDQ to be released, expressed as a numeric quantity, and, if the
Releasing Customer is proposing to release any of its primary points
and the associated point quantities, the specific locations and
quantities to be released at specific locations, subject to the
limitations described in Section 9.2(b) below;

(6) the period of time or term, including any objective, not unduly
discriminatory right of recall;

(7) any Prearranged Customer proposed to obtain released capacity under
the rates, terms and conditions contained in the Releasing Customer’s
Notice;

(8) the minimum Reservation Charge, if any, or, if the Releasing
Customer elects, the minimum Reservation Charge restated on a
volumetric basis. The Releasing Customer may specify a minimum
Reservation Charge requirement which is in excess of the maximum
tariff rate for the applicable service if (i) the term of the proposed
release is one (1) year or less, and (ii) the effective date of the
proposed release is on or before one (1) year from the date on which
Pipeline is notified of the release.

(9) which one of the following methods is acceptable for bidding on
Releasing Customer’s Notice:

- Non-index based release — dollars and cents
- Non-index based release — percentage of maximum rate, or
- Index-based formula as detailed in Releasing Customer’s

Notice.

The bids for Releasing Customer’s Notice must adhere to the method
specified by Releasing Customer. The bidder may bid the maximum
reservation rate in Pipeline’s Tariff as an alternative to the method
specified by Releasing Customer, except when the release is index-
based for a term of one year or less.
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(10) for biddable releases, the bid evaluation method which shall be, at the
Releasing Customer’s option, one of the following three standard
evaluation methods: highest rate, net revenue or present value; or
alternative Releasing Customer defined bid evaluation methods
pursuant to Section 9.2(a)(11) below. In addition to the bid evaluation
method, the Releasing Customer must specify the tie-breaking
methodology that Pipeline will apply to award capacity among
multiple bids that yield the same value;

(11) any alternative bid evaluation method submitted pursuant to item (10)
above shall be objectively stated, applicable to all Replacement or
Prearranged Customers and not unduly discriminatory, and shall be
set forth with sufficient specificity that Pipeline’s evaluation of the
bids to determine the “best bid” is a purely ministerial matter that
does not require any discretionary exercise of judgment by Pipeline;

(12) whether contingent bids may be submitted and, if so, the date by
which each contingent bidder will be required to satisfy or eliminate
the contingency if Releasing Customer elects to allow the bidder
additional time beyond the time period specified in Section 9.3(a) to
satisfy or eliminate the contingency;

(13) expiration of Matching Period if the Releasing Customer desires to
establish a Matching Period that is longer than that specified in
Section 9.3 herein; Releasing Customer shall not be allowed to
specify an extension of the original Bid Period or the Prearranged
deal Matching Period without posting a new release;

(14) any additional terms and conditions of releases that are objective and
non-discriminatory;

(15) e-mail address for the Releasing Customer contact person. It is the
Releasing Customer’s responsibility to update e-mail address
information provided to Pipeline as necessary.

(16) the recall notification period(s), as identified in Section 9.6(b)(4)
below, that will be available for use by the parties.

(17) the priorities that Pipeline is authorized to utilize in the event that
overlapping nominations submitted by the Releasing Customer and
any Replacement Customer are in excess of the Releasing Customer’s
original MDQ;

(18) whether the Releasing Customer will allow the Replacement or
Prearranged Customer to amend the Primary Point(s) of Receipt
and/or Primary Point(s) of Delivery after the capacity is awarded;
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(19) whether the Prearranged Customer is affiliated with the Releasing
Customer;

(20) whether the Releasing Customer will allow the Replacement or
Prearranged Customer to re-release the capacity acquired from the
Releasing Customer.

(21) whether the proposed release is to an asset manager as part of an asset
management arrangement as defined in Section 284.8(h)(3) of the
Commission’s regulations or to a marketer participating in a state-
mandated retail access program as defined in Section 284.8(h)(4) of
the Commission’s regulations, and, if as part of an asset management
arrangement, the volumetric level of the asset manager’s delivery or
purchase obligation and the time period during which the obligation is
in effect.

(22) for purposes of bidding and awarding, any maximum and/or
minimum rates specified by Releasing Customer shall include the
tariff reservation rate and all demand surcharges, specified as a total
number or as stated separately. The maximum and/or minimum rates
specified by Releasing Customer may exceed the maximum tariff rate
for the applicable service if (i) the term of the proposed release is one
(1) year or less, and (ii) the effective date of the proposed release is
on or before one (1) year from the date on which Pipeline is notified
of the release.

(b) Partial Day Release Quantity.

(1) The daily contractual entitlement that can be released by a Releasing
Customer for a partial Day release is limited to the lesser of:

(i) the quantity contained in the Releasing Customer’s Notice
submitted by the Releasing Customer; or

(ii) a quantity equal to the difference between the MDQ for the
contract to be released by the Releasing Customer and the
quantity scheduled for that period of the Day prior to the
effective time of the release of the capacity, based upon the
elapsed-prorated-scheduled quantity.

This allocated daily contractual entitlement shall be used for purposes
of nominations, billing, and if applicable, for overrun calculations.

(2) If on the Day of a partial Day release the Releasing Customer’s
existing scheduled quantity exceeds the MDQ remaining on the
original contract after the award of the partial Day release, then the
Releasing Customer must reduce its nominated quantity to a quantity
that is equal to or less than the MDQ remaining on the original
contract.
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9.3 Posting Requirements and Bid Periods. The capacity release timeline applies to all
parties involved in the capacity release process provided that (1) all information
provided by the parties to the transaction is valid and the Replacement Customer has
been determined to be creditworthy before the capacity release bid is tendered, (2) for
index-based capacity release transactions, Customer has provided Pipeline with
sufficient instructions to evaluate the corresponding bid(s) according to the timeline,
and (3) there are no special terms or conditions of the release. Pipeline shall complete
the capacity release process in accordance with the timeline set forth in Section
9.3(a)(3) below if Releasing Customer’s Notice includes unfamiliar or unclear terms
and conditions (e.g., designation of an index not supported by Pipeline).

Pipeline shall post offers and bids, including prearranged deals, upon receipt;
provided, however, offers and bids must be complete before posting. Only posted
offers and bids will be available electronically. If a Releasing Customer requests a
later posting time, Pipeline shall support such request insofar as it comports with the
applicable standard timeline set forth in this Section 9.3(a). Any Releasing
Customer’s completed Notice will be posted on the EBB and by electronic data
interchange until the expiration of the Bid Period, except for those Releasing
Customers’ Notices for capacity releases identified in Section 9.4(a) below that are
not subject to competitive bidding, which shall not be subject to bidding but shall be
posted on Pipeline’s Internet Web site as soon as possible, but not later than the first
nomination, after the release transaction commences. All terms and conditions of
completed capacity release transactions will be posted on the EBB, including the
names of the Releasing Customers involved in the capacity release transaction;
however, Pipeline shall not post any minimum conditions that Customer has elected
not to disclose.

(a) Capacity Releases Subject to Bidding. The proposed duration of the
Customer’s release determines the minimum Bid Period for the Releasing
Customer’s Notice pursuant to this Section 9. These Bid Periods are as
follows:

(1) Short Term. For short term releases of one (1) year or less,

- offers shall be tendered by 9:00 a.m. CT on a Business Day.
- The Bid Period shall end at 10:00 a.m. CT on the same or a

subsequent Business Day as specified in Releasing
Customer’s Notice, whichever is elected by Releasing
Customer.

- The evaluation period begins at 10:00 a.m. CT on the day the
Bid Period ends, during which any contingencies are
eliminated, determination of the best bid is made, and ties are
broken.

- If no match is required, the evaluation period ends and the
award is posted by 11:00 a.m. CT.
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- Where match is required, the match is communicated by
11:00 a.m. CT, the match response occurs by 11:30 a.m. CT,
and the Award is posted by 12:00 Noon CT.

- If the Prearranged Customer’s bid is not the “best bid,”
Pipeline shall allow such Prearranged Customer a Matching
Period thirty (30) minutes from 11:00 a.m. CT to 11:30 a.m.
CT on the day the Bid Period ends, to determine whether to
match the “best bid” and to notify Pipeline of its decision.

- If a match is required, Pipeline will post the award by 12:00
p.m. CT.

- Pipeline will issue a contract within one hour of the award
posting (with a new contract number, when applicable).

Nominations for Gas flow are possible beginning at the next available
nomination cycle for the effective date of the contract.

Such nominations will be processed in accordance with the
nomination and scheduling requirements of Sections 5 and 6 of the
General Terms and Conditions; however, in no circumstances will
Gas flow prior to the effective date of the release as specified in
Releasing Customer’s Notice.

(2) Long Term. For long term releases of more than one (1) year,

- offers should be tendered such that they can be posted by 9:00
a.m. on a Business Day.

- The Bid Period shall end at 10:00 a.m. CT on the Business
Day before timely nominations are due (open season is three
Business Days) or at 10:00 a.m. CT on any subsequent
Business Day as specified in Releasing Customer’s Notice,
whichever is elected by Releasing Customer.

- The evaluation period begins at 10:00 a.m. CT on the day the
Bid Period ends during which any contingency is eliminated,
determination of the best bid is made, and ties are broken.

- If no match is required, the evaluation period ends and the
award is posted by 11:00 a.m. CT.

- Where match is required, the match is communicated by
11:00 a.m. CT, the match response occurs by 11:30 a.m. CT,
and the Award is posted by 12:00 Noon CT.

- If the Prearranged Customer’s bid is not the “best bid,”
Pipeline shall allow such Prearranged Customer a Matching
Period thirty (30) minutes from 11:00 a.m. CT to 11:30 a.m.
CT on the day the Bid Period ends to determine whether to
match the “best bid” and to notify Pipeline of its decision.

- If a match is required, Pipeline will post the award by 12:00
p.m. CT.
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- Pipeline will issue a contract within one hour of the award
posting (with a new contract number, when applicable).

Nominations for Gas flow are possible beginning at the next available
nomination cycle for the effective date of the contract.

Such nominations will be processed in accordance with the
nomination and scheduling requirements of Sections 5 and 6 of the
General Terms and Conditions; however, in no circumstances will
Gas flow prior to the effective date of the release as specified in
Releasing Customer’s Notice.

(3) Timeline for Non-Standard Releases. For the capacity release
business process timing model, only the following methodologies are
required to be supported by Pipeline and provided to Releasing
Customers as choices from which they may select and, once chosen,
shall be used in determining the awards from the bid(s) submitted.
They are (1) highest rate, (2) net revenue, and (3) present value. For
index-based capacity release transactions,

Releasing Customer shall provide the necessary information and
instructions to support the chosen methodology. Other choices of bid
evaluation methodology (including other Releasing Customer defined
evaluation methodologies) or any other special terms or conditions,
will be accorded the same timeline evaluation treatment; provided,
however, one additional Business Day will be added to the evaluation
period. Such extended evaluation period shall cause Gas flow to be at
least one Day later than Gas could flow under the timeline set forth in
Section 9.3(a)(1) or Section 9.3(a)(2).

9.4 Posting Requirements for Capacity Releases Not Subject to Bidding.

(a) The following need not comply with the bidding requirements in this Section
9, but shall be subject to all other provisions of this Section 9:

(1) a release for a period of thirty-one (31) Days or less,
(2) a release for more than one (1) year at the maximum tariff rate,
(3) a release of capacity to an asset manager (as defined in Section

284.8(h)(3) of the Commission’s regulations, and
(4) a release of capacity to a marketer participating in a state-regulated

retail access program (as defined in Section 284.8(h)(4) of the
Commission’s regulations.

Any release, with the exception of releases to an asset manager or to a
marketer participating in a state-regulated retail access program, with a term
that is greater than thirty-one (31) days and less than or equal to one (1) year
must be posted for bidding pursuant to Section 9.3 above, regardless of the
proposed rate. Releasing Customer shall notify Pipeline of such non-biddable
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release by providing the information pursuant to Section 9.2(a). Such
information will be posted on the EBB and by electronic data interchange as
required by Section 9.3. Contractual arrangements for releases not subject to
bidding shall be processed in the same time period as those releases subject to
bidding.

(b) The standard timelines applicable to prearranged capacity releases that are not
subject to the competitive bidding requirements are as follows:

Timely Cycle:
Posting of prearranged deals not subject to bid are due by 12:00 p.m.
CT.

Evening Cycle:
Posting of prearranged deals not subject to bid are due by 5:00 p.m.
CT.

Intraday 1 Cycle:
Posting of prearranged deals not subject to bid are due by 9:00 a.m.
CT.

Intraday 2 Cycle:
Posting of prearranged deals not subject to bid are due by 1:30 p.m.
CT.

Intraday 3 Cycle:
Posting of prearranged deals not subject to bid are due by 6:00 p.m.
CT.

Prior to the nomination deadline for the chosen cycle for the begin date
specified in the Releasing Customer’s Notice, the Prearranged Customer must
initiate confirmation of prearranged deals electronically. Pipeline will issue a
contract within one hour of the award posting (with a new contract number,
when applicable).

Nominations for Gas flow are possible beginning at the next available
nomination cycle for the effective date of the contract.

Such nominations will be processed in accordance with the nomination and
scheduling requirements of Sections 5 and 6 of the General Terms and
Conditions; however, in no circumstances will Gas flow prior to the effective
date of the release as specified in Releasing Customer’s Notice.

(c) When a release of capacity for a period of thirty-one (31) days or less is not
subject to the bidding requirements under this Section 9, a Releasing
Customer may not rollover, extend, or in any way continue the capacity
release to the same Replacement Customer which utilizes the same capacity
or overlaps such capacity using the thirty-one (31) day or less bidding
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exemption described in Section 9.4(a)(1) above until twenty-eight (28) days
after the first release period has ended. The twenty-eight (28) day hiatus does
not apply to any re-release to the same Replacement Customer that is posted
for bidding or that qualifies for any of the other exemptions from bidding
described in Section 9.4(a) above.

(d) Notwithstanding the standard timelines specified in Section 9.4(b) above,
Pipeline shall support a process to allow the Releasing Customer and the Pre-
arranged Customer to create and finalize pre-arranged non-biddable capacity
release transactions to be effective on a given Gas Day at any time prior to
7:00 a.m. CCT on the calendar day on which that Gas Day ends.

(e) All other provisions of this Section 9 shall apply, including the Releasing
Customer’s obligations under Section 9.6(b), and Replacement or
Prearranged Customers’ obligations under Section 9.6(c).

9.5 Allocation of Released Capacity.

(a) Pipeline shall select the best bid according to Section 9.5(d) from among the
bids received.

(b) In the event a contingent bid is submitted pursuant to Section 9.2(a)(12), the
bidder submitting the contingent bid shall have one hour from 1:00 p.m. CT
to 2:00 p.m. CT on the day the Bid Period ends to satisfy or eliminate the
contingency unless Releasing Customer’s Notice provides for additional time
for the bidder to satisfy or eliminate the contingency. Any bidder making
such a contingent bid shall confirm to Pipeline via e-mail to [____________]
that the contingency has been satisfied or eliminated. If the bidder fails to
notify Pipeline that the contingency is not satisfied or eliminated within such
time, such contingent bid shall be deemed rejected by Pipeline for failure to
satisfy or eliminate the contingency. Any contingencies included in the bid
must not be contrary to any applicable provision of this Tariff.

(c) [Reserved for Future Use]

(d) Pipeline shall evaluate bids in accordance with the bid evaluation method
specified by the Customer pursuant to Section 9.2(a)(10).

(1) If there is only one valid bid, Pipeline shall award the capacity to the
bidder that submitted such bid, subject to any Prearranged Customer’s
exercise of its matching rights.

(2) If there is more than one valid bid, then, subject to any Prearranged
Customer’s exercise of its matching rights, Pipeline shall award the
capacity to the bidder whose bid yields the highest value based on the
bid evaluation method specified in the Releasing Customer’s Notice,
taking into account the price, volume and term of the bid, as
applicable. If more than one bid yields the same value under this
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subsection (2), Pipeline shall award the capacity according to the
method specified in the Releasing Customer’s Notice (“Tie Break
Method”) as a means for awarding the released capacity among
multiple equal bids.

(3) For purposes of determining the value of a bid, Pipeline shall use only
the reservation charge (including reservation charges stated on a
volumetric basis). If the bid evaluation method specified by the
Releasing Customer is present value, Pipeline shall use a discount rate
of ten (10) percent.

(4) Pipeline shall reject any bid which does not meet the other minimum
specifications set forth in the Releasing Customer’s Notice. In the
event both a contingent bid and a non-contingent bid generate the
same value, Pipeline shall reject the contingent bid even if the bid
with no contingency was received later in time. If multiple bids meet
the minimum conditions stated in the Releasing Customer’s Notice,
Pipeline shall award the capacity, best bid first, until all offered
capacity has been awarded. For purposes of the foregoing, a Customer
paying a Negotiated Rate is subject to the provisions of Section 24.

(e) In the event that the Prearranged Customer desires to exercise its right to
match the “best bid,” the Prearranged Customer must notify Pipeline via the
EBB.

(f) Pipeline shall not award capacity release offers to the Replacement Customer
until and unless the Replacement Customer meets Pipeline’s creditworthiness
requirements applicable to all services that it receives from Pipeline,
including the service represented by the capacity release.

9.6 Obligations of All Parties.

(a) Obligations of Pipeline. Pipeline will be required pursuant to Section 2 of the
GT&C to provide the EBB for access by Customers, Replacement Customers
or Prearranged Customers participating in this Section 9. If the Replacement
or Prearranged Customer satisfies Pipeline’s applicable tariff provisions
governing Customer eligibility and its bid is accepted by Pipeline, Pipeline
will tender to the Replacement or Prearranged Customer an addendum to the
Capacity Release Umbrella Agreement incorporating the terms of the
accepted bid. Pipeline will notify the Releasing Customer with recall rights of
the name of new Replacement Customers who subsequently obtain such
capacity after the Service Agreement is executed.

(b) Obligations of the Releasing Customer.

(1) The Service Agreement of the Releasing Customer will remain in full
force and effect, with a portion of the proceeds attributable to any
release and assignment credited to the existing Releasing Customer’s
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invoice as provided in Section 9.7. The Releasing Customer shall
remain ultimately liable to Pipeline for all Reservation Charges and
Reservation Surcharges, if any, under the terms of its Service
Agreement with Pipeline. However, no new obligation or liability is
created as a result of such releases of the rights and obligations under
the Service Agreement.

(2) If Pipeline waives any credit requirements for a Prearranged
Customer or a Replacement Customer, Pipeline shall limit the liability
of the Releasing Customer to the extent of such credit waiver, unless
the Releasing Customers agrees to the waiver. To the extent Pipeline
does not require continuing assurances of creditworthiness under
Sections 3.7 and 3.8 of the GT&C for Prearranged Customers or
Replacement Customers any less than it does the Releasing Customer,
the Releasing Customer continues to be liable.

(3) In the event there is a request for a permanent release of Customer’s
capacity pursuant to Section 9.13 below, Pipeline will agree to
discharge the Releasing Customer of liability, on a prospective basis,
in whole or in part, provided (i) the Replacement Customer meets the
credit requirements as specified in GT&C Section 3, (ii) it is
reasonable to do so, and (iii) the Pipeline’s lenders agree to such
discharge.

(4) Recall Provisions.

Any Releasing Customer retaining the right of recall may exercise
such right of recall by providing notification via the EBB to Pipeline
in accordance with the notice requirements set forth in this section,
provided such recall (i) conforms to the recall terms of such Releasing
Customer’s Notice; and (ii) does not constitute a waiver or
modification of Section 5 of Pipeline’s GT&C. Any Releasing
Customer may exercise a right of recall, subject to the provisions of
this Section 9.6(b), in the event a Replacement or Prearranged
Customer fails to pay part or all of the amount of any invoice for
service provided when such amount is due in accordance with Section
15 of the GT&C.

Releasing Customer’s rights to recall capacity on a full Day or partial
Day basis shall be stated clearly in Customer’s Notice. Purchase of
Gas by a Releasing Customer from a Replacement Customer at the
Releasing Customer’s city gate point(s) shall not be deemed to be the
exercise of a recall by the Releasing Customer.

The Releasing Customer shall provide capacity recall notification to
Pipeline via the EBB. The recall notification shall specify the recall
notification period for the specified effective Gas Day, as well as any
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other information needed to uniquely identify the capacity being
recalled.

Pipeline shall support the following recall notification periods for all
released capacity subject to recall rights:

(i) Timely Recall Notification:
(a) A Releasing Customer recalling capacity should

provide notice of such recall to Pipeline and the first
Replacement Customer no later than 8:00 A.M. CT on
the day that Timely Nominations are due;

(b) Pipeline shall provide notification of such recall to all
affected Replacement Customers no later than 9:00
A.M. CT on the day that Timely Nominations are due;

(ii) Early Evening Recall Notification:
(a) A Releasing Customer recalling capacity should

provide notice of such recall to Pipeline and the first
Replacement Customer no later than 3:00 P.M. CT on
the day that Evening Nominations are due;

(b) Pipeline shall provide notification of such recall to all
affected Replacement Customers no later than 4:00
P.M. CT on the day that Evening Nominations are
due;

(iii) Evening Recall Notification:
(a) A Releasing Customer recalling capacity should

provide notice of such recall to Pipeline and the first
Replacement Customer no later than 5:00 P.M. CT on
the day that Evening Nominations are due;

(b) Pipeline shall provide notification of such recall to all
affected Replacement Customers no later than 6:00
P.M. CT on the day that Evening Nominations are
due;

(iv) Intraday 1 Recall Notification:
(a) A Releasing Customer recalling capacity should

provide notice of such recall to Pipeline and the first
Replacement Customer no later than 7:00 A.M. CT on
the day that Intraday 1 Nominations are due;

(b) Pipeline shall provide notification of such recall to all
affected Replacement Customers no later than 8:00
A.M. CT on the day that Intraday 1 Nominations are
due; and

(v) Intraday 2 Recall Notification:
(a) A Releasing Customer recalling capacity should

provide notice of such recall to Pipeline and the first
Replacement Customer no later than 12:00 P.M. CT
on the day that Intraday 2 Nominations are due;
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(b) Pipeline shall provide notification of such recall to all
affected Replacement Customers no later than 1:00
P.M. CT on the day that Intraday 2 Nominations are
due.

(vi) Intraday 3 Recall Notification:
(a) A Releasing Customer recalling capacity should

provide notice of such recall to Pipeline and the first
Replacement Customer no later than 4:00 P.M. CT on
the day that Intraday 3 Nominations are due;

(b) Pipeline shall provide notification of such recall to all
affected Replacement Customers no later than 5:00
P.M. CT on the day that Intraday 3 Nominations are
due.

For recall notification provided to Pipeline prior to the recall
notification deadline specified above and received between 7:00 A.M.
CT and 5:00 P.M. CT, Pipeline shall provide notification to all
affected Replacement Customers no later than one hour after receipt
of such recall notification. For recall notification provided to Pipeline
after 5:00 P.M. CT and prior to 7:00 A.M. CT, Pipeline shall provide
notification to all affected Replacement Customers no later than 8:00
A.M. CT after receipt of such recall notification.

Pipeline’s notices of recalled capacity to all affected Replacement
Customers shall be provided via the EBB, along with written notice
via e-mail communication to those Replacement Customer contact
person(s) identified in the Replacement Customer’s bid submitted
pursuant to Section 9.6(c) of these General Terms and Conditions.
Such notices shall contain the information required to uniquely
identify the capacity being recalled, and shall indicate whether
penalties will apply for the Gas Day for which quantities are reduced
due to a capacity recall. Upon receipt of notification of the recall from
Pipeline, each affected Replacement Customer shall revise its
nominations within the applicable nomination cycle in order to
implement the recall. Each affected Replacement Customer will be
solely responsible for adjusting its supply and transportation
arrangements, which may be necessary as a result of such recall.
Replacement Customers involved in re-release transactions may
receive notice slightly after the first Replacement Customer receives
notice. The recalling Releasing Customer may nominate the recalled
capacity consistent with the applicable nomination cycle, as defined
in Section 5.2 of these General Terms and Conditions.

For recall notifications provided to Pipeline during the Timely, Early
Evening or Evening recall notification period, the recall shall be
effective as of the beginning of the specified effective Gas Day.
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For recall notifications provided during the Intraday 1, Intraday 2, or
Intraday 3 recall notification period, the recall shall be effective at
2:00 p.m. CT, 6:00 p.m. CT, or 10:00 p.m. CT, respectively, on the
specified effective Gas Day.

(5) Partial Day Recall Quantity.

The daily contractual entitlement that can be recalled by a Releasing
Customer for a partial Day recall is a quantity equal to the lesser of:

(i) The quantity specified in the Releasing Customer’s notice to
recall capacity; or

(ii) The difference between the quantity released by the Releasing
Customer and the Elapsed Pro Rata Capacity.

In the recall notification provided to Pipeline by the Releasing
Customer, the quantity to be recalled shall be expressed in terms of
the adjusted total released capacity entitlements based upon the
Elapsed Pro Rata Capacity. In the event of a partial Day capacity
recall, Pipeline shall determine the allocation of capacity between the
Releasing Customer and the Replacement Customer(s) based upon the
Elapsed Pro Rata Capacity.

The amount of capacity allocated to the Replacement Customer(s)
shall equal the original released quantity less the recalled capacity.
This allocated daily contractual quantity shall be used for purposes of
nominations, billing, and if applicable, for overrun calculations. As a
result of the allocation of capacity described in this section, Pipeline
shall not be obligated to deliver a combined quantity to the Releasing
Customer and the Replacement Customer(s) that is in excess of the
total daily contract quantity of the release.

(6) Reput Provisions.

Pipeline shall support the function of reputting by the Releasing
Customer. The Releasing Customer may reput previously recalled
capacity to the Replacement Customer pursuant to the reput rights and
methods identified in the Releasing Customer’s Notice to release
capacity, as required by Section 9.2(a)(3) above. When capacity is
recalled, such capacity may not be reput for the same Gas Day. The
deadline for the Releasing Customer to notify Pipeline of a reput of
capacity is 8:00 A.M. CCT to allow the Replacement Customer to
submit timely nominations for Gas to flow on the next Gas Day.

(7) Any Releasing Customer will have the right to withdraw its
Customer’s Notice any time prior to the close of the Bid Period
associated with such Releasing Customer’s Notice where
unanticipated circumstances justify the withdrawal and no bids
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meeting the minimum conditions of Releasing Customer’s Notice
have been made. The Releasing Customer’s Notice will be legally
binding on the Releasing Customer until notice of withdrawal is
received by Pipeline via the EBB. The reason for the withdrawal must
be submitted to Pipeline for posting on the EBB.

(c) Obligations of Replacement or Prearranged Customers. The Replacement or
Prearranged Customer must satisfy all other Pipeline Tariff provisions
governing Customer eligibility and must execute all required agreements and
acknowledgements before it may contract with Pipeline for the released
capacity. In addition, as a pre-requisite to becoming a Replacement or
Prearranged Customer, a party must have been placed by Pipeline on
Pipeline’s pre-approved bidder list that is posted on the EBB and on
Pipeline’s Web site. To be placed on such list, a party must have been
accepted by Pipeline as satisfying the credit standards of Section 3 of the
GT&C and must continue to satisfy the credit standards of Section 3 when its
bid is made and accepted or it is offered as a Prearranged Customer, as
applicable. Pipeline shall process requests for credit approval with diligence.
Any previously listed party that fails to continue to satisfy the standards of
Section 3 of the GT&C shall be deleted from the list. A Replacement or
Prearranged Customer will be deemed to have satisfied the credit
requirements of Section 3 of the GT&C if the Releasing Customer agrees to
guarantee the credit of such Replacement or Prearranged Customer. Any bid
submitted via the EBB shall include an e-mail address for at least one contact
person, which will not be posted. It is the bidder’s responsibility to update e-
mail address information provided to Pipeline, as necessary. Any bid
submitted will legally bind the Replacement or Prearranged Customer to the
terms of the bid if Pipeline chooses such bid as the Best Bid until notice of
withdrawal is received by Pipeline via the EBB. Any Replacement Customer
may make an upward revision to or withdraw its bid during the Bid Period
through the EBB; however, bids cannot be withdrawn after the Bid Period
ends. Pipeline will allow any Prearranged Customer to match, in accordance
with Section 9.3(a), the Best Bid after the close of the Bid Period; however, if
Replacement Customer submits more than one bid for the same capacity, the
lower bid will automatically expire. Replacement Customer shall not have the
opportunity to use its ability to withdraw its bid in order to submit a lower
bid. Once the Replacement or Prearranged Customer is provided with an
addendum to its Capacity Release Umbrella Agreement reflecting the terms
of the capacity release transaction, the Replacement or Prearranged Customer
becomes an existing Customer like any other Customer and is subject to the
applicable provisions of Pipeline’s Tariff, including but not limited to
Pipeline’s billing and payment and operational provisions. In addition, the
Replacement or Prearranged Customer as an existing Customer may also
release its capacity pursuant to this section, subject to the re-release rights
specified by Releasing Customer pursuant to Section 9.2(a)(20) above.
Nominations may be submitted upon the finalization of all contractual
arrangements, and such nominations will be processed in accordance with the
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nomination and scheduling requirements of Sections 5 and 6 of the GT&C;
provided, however, in no circumstances will Gas flow prior to the effective
date of the release as specified in the Releasing Customer’s Notice.

9.7 Billing.

(a) Pipeline will bill the Customer releasing capacity the amount it is obligated to
pay Pipeline for (1) Reservation Charges, reservation surcharges, other fixed
costs and (2) usage charge(s), volumetric surcharges, imbalances and/or other
volumetric costs attributable to any capacity retained by such Releasing
Customer and Pipeline shall credit the invoice of the Releasing Customer an
amount equal to the Reservation Charges, surcharges and/or other fixed costs
attributable to capacity rights released by such Customer, (hereinafter called
“Credit Back”); provided, however, Pipeline shall have the right to reverse
such Credit Back and to charge applicable carrying charges calculated in
accordance with Section 154.501(d) of the Commission’s Regulations to the
Releasing Customer in the event Pipeline is not paid such charges for the
released capacity.

Pipeline shall notify a Releasing Customer in the event a Replacement or
Prearranged Customer fails to pay part or all of the amount of any invoice for
service provided when such amount is due in accordance with Section 15 of
the GT&C. The Replacement or Prearranged Customer shall be liable to
Pipeline for all charges incurred by such Replacement or Prearranged
Customer under the new Service Agreement addendum subject to the other
terms of Pipeline’s Tariff.

(b) Notwithstanding the foregoing, Pipeline shall be entitled to bill an agreed
upon amount when Pipeline, at the request of Releasing Customer and upon
reaching an agreement with Releasing Customer therefore, takes other action
to market such Customer’s released capacity beyond posting the information
on the EBB and locates the Replacement Customer. Pipeline will not be
compensated if it does not locate the Replacement Customer, such as where
the Releasing Customer has a prearranged deal or where a Replacement
Customer accepts a posted Releasing Customer’s Notice without Pipeline
actively marketing that released capacity.

(c) The rate paid by a Replacement Customer in any capacity release transaction
with a term of one (1) year or less which is not subject to the maximum rate
cap will be deemed to be a final rate and is not subject to refund if the
effective date of the proposed release is on or before one (1) year from the
date on which Pipeline is notified of the release.

9.8 Terms of Release.

(a) Capacity released and available for resale by Pipeline under this Section 9
shall consist of the MDQ associated therewith and, if the Releasing Customer
is proposing to release any of its Primary Points, the MDRO specified in
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Releasing Customer’s Notice for the Point(s) of Receipt specified therein
and/or the MDDO specified in such notice for the Point(s) of Delivery
specified therein. The Customer acquiring capacity released under this
Section 9 may use other Point(s) of Receipt and Point(s) of Delivery only as
allowed under the applicable rate schedule and Service Agreement. Unless
the Release is permanent and with no rights of recall, the new Service
Agreement may not be amended to change Point(s) of Receipt or Point(s) of
Delivery without the written consent of Releasing Customer.

(b) Capacity resold under this Section 9, including capacity resold under the
bidding exception of Section 9.4, shall be subject to the maximum rates,
including any applicable surcharges, set forth in Pipeline’s Statement of Rates
for the applicable rate schedule; provided, however, any proposed capacity
release transaction with a duration greater than thirty-one (31) days and less
than or equal to one (1) year, unless such proposed release is to an asset
manager or a marketer participating in a state-regulated retail access program,
must be posted for bidding regardless of the proposed rate if the effective date
of the proposed release is on or before one (1) year from the date on which
Pipeline is notified of the release; and provided further that the rate for any
release transaction with a term of one (1) year or less may exceed the
maximum tariff rate for the applicable rate schedule, if the effective date of
the proposed release is on or before one (1) year from the date on which
Pipeline is notified of the release. If Releasing Customer specifies that the
capacity may be released on a volumetric-rate basis, the volumetric rate for
the release shall apply only to the reservation portion of the rate and shall be
subject to the maximum volumetric rates set forth in Pipeline’s Statement of
Rates for the applicable rate schedule. Capacity released subject to recall is
firm service subject to the same maximum rates as capacity released not
subject to recall.

(c) Capacity released hereunder shall be acquired by the Replacement Customer
under the same Rate Schedule as that applying to the existing Service
Agreement.

9.9 Pipeline’s Rights to Terminate Temporary Capacity Releases. In the event of a
temporary release for which (1) Pipeline has given notice of termination of the
Releasing Customer’s contract because the Releasing Customer no longer satisfies
Pipeline’s credit requirements as outlined in Section 3 of Pipeline’s General Terms
and Conditions and (2) the reservation charge specified in the effective Addendum to
the Replacement or Prearranged Customer’s Capacity Release Umbrella Agreement
is less than the level of the reservation charge which the Releasing Customer was
obligated to pay Pipeline (or, if Releasing Customer is paying a negotiated rate, the
sum of all reservation-type and commodity-type charges), then Pipeline shall be
entitled to terminate the Addendum, upon 30 days’ written notice to the Replacement
or Prearranged Customer, unless the Replacement or Prearranged Customer agrees
prior to the end of said 30-day notice period to pay for the remainder of the term of
the Addendum one of the following: (i) the reservation and commodity charges at
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levels which the Releasing Customer was obligated to pay Pipeline, (ii) the applicable
maximum tariff rate, or (iii) such rate as mutually agreed to by Pipeline and
Replacement or Prearranged Customer. The Replacement or Prearranged Customer
may elect to pay the lesser of the foregoing three options. If the subject release was a
segmented release, Pipeline shall not be required to permit Replacement or
Prearranged Customer to retain its geographic segment of capacity, and may require
Replacement or Prearranged Customer to pay for the full capacity path of the
defaulting Releasing Customer at the lower of the rate the defaulting Releasing
Customer paid or the applicable maximum tariff rate. Pipeline’s right to terminate the
Addendum is subject to Pipeline providing written notice of termination to the
Replacement or Prearranged Customer within 60 days of the determination by
Pipeline that the Releasing Customer no longer satisfies Pipeline’s credit
requirements. Termination of the Addendum shall not occur prior to termination of
the Releasing Customer’s contract.

9.10 Notices to Releasing Customers.

Pipeline shall provide the original Releasing Customer with Internet E-mail
notification reasonably proximate in time with any of the following formal notices
given by Pipeline to the Releasing Customer’s Replacement Customer(s), of the
following:

(1) Notice to the Replacement Customer regarding the Replacement Customer’s
past due, deficiency, or default status pursuant to Pipeline’s Tariff;

(2) Notice to the Replacement Customer regarding the Replacement Customer’s
suspension of service notice;

(3) Notice to the Replacement Customer regarding the Replacement Customer’s
contract termination notice due to default or credit-related issues; and

(4) Notice to the Replacement Customer that the Replacement Customer(s) is no
longer creditworthy and has not provided credit alternative(s) pursuant to
Pipeline’s Tariff.

9.11 Capacity Request Notice. Any party desiring to acquire firm capacity pursuant to this
Section 9 must submit the following information to Pipeline via e-mail to
[____________]:

(a) the Replacement Customer’s name and contact information;

(b) the Maximum Daily Quantity desired;

(c) the desired commencement date and term of the service;

(d) the desired Primary Points of Receipt and Delivery and the associated
Maximum Daily Receipt Obligation and Maximum Daily Delivery
Obligation for the service;

(e) the maximum rate(s) that Replacement Customer will pay for the service;
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(f) whether Replacement Customer will accept a release with recall rights, and if
so, what recall rights would be acceptable; and

(g) whether Replacement Customer’s request is contingent, and if so, the basis
for the contingency.

Pipeline shall post such information on the EBB for a period of one month or until a
transaction is effected, whichever is shorter.

9.12 Index-based Capacity Release Transactions.

(a) For index-based capacity release transactions, Releasing Customer must
specify which one of the following methods is acceptable for bidding on a
given index-based Releasing Customer’s Notice

 a percentage of formula,
 a dollars and cents differential from the formula,
 a dollars and cents differential from the Rate Floor, or
 an approved methodology in Pipeline’s tariff, if any.

When bidding is based upon a dollars and cents differential from the Rate
Floor, the invoiced rate for the award shall be calculated as the greater of
(i) the result of the formula or (ii) the Rate Floor plus the high bid’s
differential, both not to exceed Pipeline’s maximum reservation rate, if
applicable.

The Releasing Customer may specify another method in the special terms and
conditions; however, the Releasing Customer’s Notice will be processed
within the capacity release timeline specified in Section 9.3(a)(3).

(b) For index-based capacity release transactions, Pipeline shall support a Rate
Floor to be specified by Releasing Customer in Releasing Customer’s Notice.

(c) Unless otherwise specified in the Pipeline’s Tariff, for index-based capacity
release transactions where the result of the award is to be applied on a
monthly basis, and the formula detailed in the capacity release award requires
calculations on a daily basis, the results of such daily calculations may exceed
the applicable maximum daily reservation rate or be less than the applicable
minimum daily reservation rate. However, any resulting reservation rate, as
applicable, or be less than the Rate Floor specified in the capacity release
award.

If the resulting monthly reservation rate exceeds Pipeline’s maximum
reservation rate, as applicable, Pipeline’s maximum reservation rate shall be
used for invoicing. If the resulting monthly reservation rate is less than the
Rate Floor, the Rate Floor shall be used for invoicing.
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(d) For invoicing of volumetric index-based capacity release transactions, where
the result of the formula detailed in the capacity release award is to be applied
on a daily basis, if the calculated daily rate exceeds Pipeline’s applicable
maximum reservation rate or is less than the Rate Floor specified in the
capacity release award, Pipeline’s maximum reservation rate or the Rate
Floor, respectively, shall apply.

(e) Pipeline shall support two non-public price index references that are
representative of Points of Receipt and Delivery on its system for fixed-price
transactions with next-day or next-month delivery obligations. In any event,
Pipeline shall support all price indices it references in its Tariff. In addition,
Pipeline shall evaluate those publicly available price index references
requested by its Customers that do not require any license(s)/subscription(s)
for their use and support those that are representative of the applicable Points
of Receipt and Delivery. Further:

(1) The identity of all supported price index references shall be posted on
Pipeline’s Informational Posting Web site, including the duration of
the license(s)/subscription(s) for posted price index reference(s).

(2) Upon request of a Customer holding capacity that can be released on
Pipeline’s system, Pipeline, in consultation with its Customers, shall
review the price index references (including publicly available price
index references), and update the price index references to reflect the
agreed upon results of that consultation. All parties shall act
reasonably and in good faith in the review process. Pipeline shall not
unreasonably withhold agreement to such proposed changes. Such
review should occur no more frequently than annually.

(3) Releasing Customers requesting the use of price index references not
supported by Pipeline will be responsible for providing/maintaining
adequate license(s)/subscription(s) for Pipeline for such additional
price index reference(s) such that Pipeline is able to reasonably
determine that it is adequately licensed to fulfill its business
responsibilities associated with index-based capacity release
transactions. Such license(s)/subscription(s) shall, at a minimum be
for the term of the initial release(s) that use such index references or
until such index reference becomes generally supported by Pipeline as
referenced above. These price index reference(s) will then be
supported by Pipeline and available for index-based capacity release
transactions for the duration of the license(s)/subscription(s) and their
identity(ies) posted on Pipeline’s Informational Postings Web site.

(4) Regarding paragraphs (2) and (3) above, Pipeline reserves the right, in
its own discretion, to review any license(s)/subscription(s) that would
legally bind Pipeline and to evaluate the legal propriety of same as it
pertains to Pipeline. Pipeline may, with reasonable cause, require
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modification of the license(s)/subscription(s) to resolve its concerns
relative to any license(s)/subscription(s) that would legally bind
Pipeline.

(5) Each party involved in an index-based release activity assumes no
liability for the use of price index information by other parties to the
release. Pipeline’s support of any price index reference does not make
it responsible for ensuring that Releasing Customer(s) or Replacement
Customer(s) possesses any license(s)/subscriptions(s) that may be
required to use such price index reference.

(f) For index-based capacity release transactions, upon mutual agreement
between Releasing Customer and Pipeline, Releasing Customer shall provide
Pipeline and Replacement Customer with the detailed calculation of the
reservation rate(s). Except as provided below, this rate(s) will be stated on the
invoice provided by Pipeline to Replacement Customer pursuant to the
capacity release award. The results of Releasing Customer’s calculations shall
conform to the capacity release award and/or to Pipeline’s minimum and
maximum reservation rates, as applicable.

 For reservation and monthly volumetric index-based capacity release
transactions, the detailed calculation shall be provided in a mutually
agreed upon format no later than the second Business Day of the
Month following the transportation under the release.

 For volumetric index-based capacity release transactions requiring a
daily rate calculation, the detailed calculation shall be provided in a
report pursuant to Section 9.12(i) below.

If the report is not provided by the applicable deadline above or is deficient,
Pipeline will notify Releasing Shipper to provide Pipeline with a correct
report within one Business Day. Thereafter, in the absence of a conforming
report, Pipeline will invoice the Replacement Shipper the greater of the Rate
Default specified in the Releasing Customer’s Notice or the Rate Floor plus
any differential specified in the capacity release award.

Upon notification to Pipeline by both Releasing Customer and Replacement
Customer that prior period adjustments to the calculated reservation rates
used in the invoice are appropriate, invoiced amounts can be revised
subsequently, upward or downward, to conform to the capacity release award,
subject to the standards governing prior period adjustments within the
NAESB WGQ Invoicing Related Standards and the provisions of Section
15.5 of these General Terms and Conditions.

(g) For index-based capacity release transactions, the rate to be used in the
invoice shall be the greater of:
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 the results of the calculation of the formula from the capacity release
award (if the formula cannot be calculated, the Rate Default specified
in Releasing Customer’s Notice), or

 the Rate Floor plus any differential as specified in the capacity release
award.

The rate used in the invoice shall not be greater than Pipeline’s maximum
reservation rate, as applicable.

(h) For index-based capacity release transactions, Pipeline shall support the
ability of Releasing Customer to specify in the Releasing Customer’s Notice a
non-biddable Rate Default. The Rate Default cannot be less than the Rate
Floor, if any.

(i) For volumetric index-based capacity release transactions, where Releasing
Customer performs invoicing calculations pursuant to Section 9.12(f) above,
Pipeline shall provide allocated quantities to Releasing Customer according to
a mutually agreed upon timetable. Releasing Customer shall have at least one
Business Day to process the quantities prior to returning such invoicing
information to Pipeline in a tabular format.

Pipeline shall provide the allocated quantities to Releasing Customer in a
tabular file to be described by Pipeline. The first row of the file shall contain
the column headers and data shall begin on the second row of the file. In
addition, the first column shall contain the applicable Gas Day(s).

9.13 Permanent Capacity Releases.

To the extent that any Customer desires to release all or any part of its firm rights
under a Firm Service Agreement on a permanent basis, the procedures specified in
this Section 9 shall apply. In addition, the Replacement Customer that will acquire
the capacity from Customer must provide the credit information as required by
Section 3 of these General Terms and Conditions. For any permanent capacity
release, the minimum bid acceptable to Pipeline shall be a bid for the remainder of
the term of Customer’s service agreement at the rate(s) Customer is obligated to pay
Pipeline for the capacity to be permanently released. Pipeline may refuse to allow a
permanent capacity release if it has a reasonable basis to conclude that it will not be
financially indifferent to the release. If Customer’s request to permanently release
capacity is denied by Pipeline, Pipeline shall notify Customer via e-mail and shall
include in the notification the reasons for such denial. A Service Agreement shall be
executed, as specified in Section 3.3 of these General Terms and Conditions, by
Replacement Customer and Pipeline following the completion of the permanent
capacity release and the approval processes.



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 10. Action Alerts and Operational Flow Orders
Original Volume No. 1 Version 0.0.0

Page 1 of 3

Issued on:
Effective on:

10. ACTION ALERTS AND OPERATIONAL FLOW ORDERS

10.1 Circumstances Warranting Issuance. Pipeline shall have the right to issue Action
Alerts or Operational Flow Orders (OFOs), as specified in this Section 10, that
require actions by a Customer(s) in order (i) to alleviate conditions that threaten to
impair reliable firm service, (ii) to maintain pipeline operations at the pressures
required to provide efficient and reliable firm services, (iii) to have adequate Gas
supplies in the system to deliver on demand, (iv) to maintain service to all firm
Customers and for all firm services, (v) to preserve the integrity of the pipeline
system, (vi) to assure adequate Fuel to operate Pipeline’s system, and/or (vii) to
maintain the system in balance for the foregoing purposes. Pipeline shall lift any
effective OFO or Action Alert, promptly upon the cessation of operating conditions
that caused the relevant system emergency.

10.2 Actions to be Taken to Avoid Issuance. Pipeline shall, to the extent reasonably
practicable, take all reasonable actions necessary to avoid issuing an OFO or Action
Alert. Such actions shall include, in order of priority (i) working with OBA parties to
temporarily adjust receipts and/or deliveries at relevant Point(s) of Receipt or Point(s)
of Delivery, (ii) working with Customers to adjust scheduled flows on the system, or
(iii) taking any other reasonable action designed to mitigate the system emergency.
After taking all such reasonable actions to avoid issuing an OFO or Action Alert,
Pipeline will have the right to issue OFOs or Action Alerts, if necessary, in the
circumstances described in Section 10.1.

10.3 Preliminary Notification. Pipeline shall provide, via posting on the EBB and on its
Web site, prior notice to all Customers of upcoming system events, such as
anticipated weather patterns and operational problems that may necessitate the
issuance of an OFO or Action Alert. Pipeline will use electronic mail (e-mail) in
order to facilitate certain notifications to Customers as required by this Tariff;
Customer shall provide Pipeline with at least one e-mail address to which these
notifications can be sent, and shall be responsible for updating such information as
necessary.

10.4 Applicability of OFO or Action Alert. Pipeline shall make an OFO or Action Alert as
localized as is reasonably practicable based on Pipeline’s good faith and reasonable
judgment concerning the situations requiring remediation such that an OFO or Action
Alert will be directed (i) first to Customers causing the problem necessitating the
OFO or Action Alert or transporting Gas in the area of the system in which there is an
operational emergency, and (ii) second to those Customers transporting Gas in the
area of the system where action is required to correct the problem necessitating the
OFO or Action Alert. Pipeline will narrowly tailor the OFO or Action Alert to match
the system emergency.

10.5 Notice. Pipeline will issue all OFOs or Action Alerts via the EBB and on Pipeline’s
Web site. Pipeline will make any such posting as soon as reasonably practicable but,
in no event, not later than 24 hours prior to the OFO or Action Alert becoming
effective (if feasible under the circumstances). The OFO or Action Alert will set forth
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(i) the time and date of issuance, (ii) the actions that the Customer(s) is required to
take, (iii) the time by which the Customer(s) must be in compliance with the OFO or
Action Alert, (iv) the anticipated duration of the OFO or Action Alert, and (v) any
other terms that Pipeline may reasonably require to ensure the effectiveness of the
OFO or Action Alert. In addition to the other information contemplated by this
Section 10.5, such notice shall also include information about the status of
operational variables that determine when an OFO or Action Alert will begin and
end, and Pipeline shall post periodic updates of such information, promptly upon the
occurrence of any material change in the information. Pipeline will post a notice on
the EBB and on its Web site informing Customer(s) when any OFO or Action Alert
in effect will be canceled and specifying the factors that caused the OFO or Action
Alert to be issued and then lifted, to the extent such factors are known. For each
notice contemplated by this Section 10.5, Pipeline will provide simultaneous notice
by electronic (e-mail) to each shipper that requests such notice, and has provided its
e-mail address to Pipeline.

10.6 Action Alerts. In the event that, in Pipeline’s judgment, action is required to avoid a
system integrity issue, Pipeline may issue Action Alerts. Action Alerts will be
noticed in accordance with the procedures set forth in Section 10.5 above. Action
Alerts can be issued to effect any of the following:

(a) curtailment of interruptible services;
(b) restrictions of deliveries to specific Point(s) of Receipt or Delivery covered

by an Operational Balancing Agreement based on the aggregate daily
quantity scheduled for receipt and/or delivery at the affected locations;

(c) forced balancing such that point operators will be required to assure that
nominations equal flows or that Receipts and Deliveries fall within the
tolerance level designated in the Action Alert; and/or

(d) any action required to maintain the integrity of Pipeline’s System in order to
avoid operational conditions that would require the issuance of an OFO.

10.7 Operational Flow Orders. In the event that (i) Customer(s) does not respond to an
Action Alert, (ii) the actions taken thereunder are insufficient to correct the system
emergency for which the Action Alert was issued, or (iii) there is insufficient time to
carry out the procedures hereunder with respect to a particular system emergency,
Pipeline may periodically take unilateral action, including the curtailment of firm
service, to maintain the operational integrity of Pipeline’s system (or any portion
thereof). For purposes of this Section 10.7, the operational integrity of Pipeline’s
system shall encompass the integrity of the physical system and the preservation of
physical assets and their performance, the overall operating performance of the entire
physical system as an entity (or any portion thereof), and the maintenance (on a
reliable and operationally sound basis) of total system deliverability and the quality
of Gas delivered. Any such action by Pipeline pursuant to this Section 10.7 shall be
considered an Operational Flow Order and notice for such OFO shall be provided
pursuant to and in accordance with Section 10.5 above.
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10.8 Penalties. To the extent Pipeline issues an Action Alert or Operational Flow Order
and Customer(s) does not comply with such order, Pipeline will assess, and Customer
will be obligated to pay Pipeline a penalty as follows:

(a) Action Alert penalty for each Dekatherm of Gas by which Customer deviated
from the requirements of the Action Alert equal to the product of 150% times
the Platts Gas Daily “Daily Price Survey” High Common price for “Transco,
zone 6 non-N.Y. North” for each Day that said Action Alert is in effect.

(b) Operational Flow Order penalty for each Dekatherm of Gas by which
Customer deviated from the requirements of the Operational Flow Order
equal to the product of 300% times the Platts Gas Daily “Daily Price Survey”
High Common price for “Transco, zone 6 non-N.Y. North” for each Day that
said Operational Flow Order is in effect.

Any penalty revenue collected by Pipeline pursuant to this Section 10.8 will be
credited in accordance with Section 33 of the GT&C. Penalties will not apply to
Customers who stay within the tolerance specified in the Action Alert or OFO.

10.9 Liability of Pipeline. Pipeline shall not be liable for any costs incurred by Customer
in complying with an OFO or Action Alert. Pipeline shall not be responsible for any
damages that result from any interruption in Customer’s service that is a result of
Customer’s failure to comply promptly and fully with an OFO or Action Alert, and
the non-complying Customer shall indemnify Pipeline against any claims of
responsibility. However, Pipeline shall use reasonable efforts to minimize any such
costs or damages.

10.10 Customers. As a point of clarification, any reference in this Section 10 to a Customer
includes both Pipeline’s transportation Customers and OBA Parties.
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11. BALANCING

11.1 Imbalance Resolution Procedures. Customer shall have the responsibility to maintain
as nearly as practicable an equal balance between quantities of Gas received at the
Point(s) of Receipt, adjusted for appropriate Fuel Retainage Quantity, and quantities
of Gas delivered each Month. If Customer does not maintain an equal balance
between quantities of Gas received at the Point(s) of Receipt, adjusted for appropriate
Fuel Retainage Quantity, and quantities of Gas delivered, the resulting contract
imbalance will be handled in accordance with the provisions of this Section 11 to
eliminate contract imbalances accumulated during the Month and to provide added
incentives to Customers to comply with their monthly balancing responsibilities.

(a) Contract Imbalance.

(1) Service Agreements. A contract imbalance for a Service Agreement
shall be the difference between actual quantities of Gas received at
the Point(s) of Receipt less appropriate Fuel Retainage Quantity, and
actual quantities of Gas delivered during the Month under the Service
Agreement. To the extent Customer is utilizing service provided at a
meter with an OBA Party, Customer’s confirmed nomination
quantities at that meter will be used as the actual quantity for purposes
of calculating the imbalance level in accordance with Section 11.1(b)
below.

(2) Operational Balancing Agreements. The contract imbalance for an
OBA Party shall be based on the applicable Operational Balancing
Agreement.

(b) Imbalance Level. The imbalance level shall be the absolute value of the lesser
of the operational monthly contract imbalance or the actual monthly contract
imbalance, after minimizing the imbalance in accordance with the Imbalance
Netting provisions contained in Section 11.5 herein, divided by scheduled
monthly receipts. Operating data and actual data will be accessible via the
EBB or other mutually agreeable form of communication.

11.2 Resolution of Imbalances. During the Month, Cash-out Party may use any or all of
the Imbalance Management Services, as defined in Section 1 of the GT&C, to reduce
or eliminate the cash-out liability for imbalances. In addition, Cash-out Party may
trade an imbalance with another Cash-out Party, in accordance with Section 11.4
below, until the close of the seventeenth Business Day after the end of the Month
during which the imbalance occurred. Any imbalance(s) not resolved via any of the
Imbalance Management Services will be resolved pursuant to Sections 11.5 and 11.6
herein.

11.3 Imbalance Management Services. The Imbalance Management Services offered by
Pipeline are identified in Section 1 of the GT&C. Details of each service are included
in the applicable rate schedule and Form of Service Agreement contained in this



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 11. Balancing
Original Volume No. 1 Version 0.0.0

Page 2 of 5

Issued on:
Effective on:

Tariff, in an Operational Balancing Agreement (if applicable), or in Section 11.4 or
11.5 below.

11.4 Imbalance Trading. Imbalance Trading is available for any imbalance that would
otherwise be resolved pursuant to Sections 11.5 and 11.6 below. Pipeline shall allow
Cash-out Parties to trade imbalances, as defined in Section 1 of the GT&C, if the two
Cash-out Parties’ imbalances are offsetting balances for the Month, such that the net
imbalance for each Cash-out Party after the completion of the trade would be reduced
to a quantity closer to zero.

Pipeline will provide the ability to post and trade imbalances until the close of the
seventeenth Business Day after the end of the Month during which the imbalances
occurred. To facilitate the Trading process, Pipeline will, upon receipt of Cash-out
Party’s authorization, post a Cash-out Party’s imbalance quantity on its Web site.
Authorizations to Post Imbalances that are received by Pipeline by 11:45 a.m. will be
effective by 8:00 a.m. the next Business Day (CT). An Authorization to Post
Imbalances will remain in effect until cancelled by the Cash-out Party. Imbalances
previously authorized for posting will be posted as they become available, but no
later than the ninth Business Day of the Month; however, Pipeline will not be
required to post zero imbalances. The information posted will also identify the Cash-
out Party, the contract, and the Gas flow Month applicable to the posted imbalance
quantity. For purposes of determining the imbalance quantity that will be posted, all
imbalances due Cash-out Party under all of Cash-out Party’s contracts and all
imbalances due Pipeline under all of Cash-out Party’s contracts shall be summed
together to yield a single net imbalance quantity for the cash-out for the Month,
unless otherwise agreed to pursuant to Section 11.5 below. Pipeline will provide to all
Customers the ability to view, and upon request, download posted imbalance
information.

Pipeline shall enable the Imbalance Trading process by (i) receiving the Request for
Imbalance Trade, (ii) receiving the Imbalance Trade Confirmation, (iii) sending the
Imbalance Trade Notification to all affected parties, and (iv) reflecting the trade prior
to or on the next monthly Customer Imbalance or cash-out. When trading imbalances,
the quantity to be traded must be specified. After receipt of an Imbalance Trade
Confirmation, Pipeline will send the Imbalance Trade Notification to the initiating
trader and the confirming trader no later than noon (CT) on the next Business Day.
Imbalance trades can only be withdrawn by the initiating trader and only prior to the
confirming trader’s confirmation of the trade. Imbalance trades are considered final
when confirmed by the confirming trader and effectuated by Pipeline. Pipeline shall
update the Cash-out Party’s imbalance data to reflect any final trades of imbalance
quantities no later than 9:00 a.m. CT on the next Business Day after the trade is
finalized.

11.5 Imbalance Netting.

For purposes of determining the imbalance quantity that will be subject to resolution
pursuant to Section 11.6 below, all imbalances due Cash-out Party under all of Cash-
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out Party’s contracts for a Month and all imbalances due Pipeline under all of Cash-
out Party’s contracts for the same Month shall be summed together to yield a single
imbalance for the Month, unless otherwise requested in writing by Cash-out Party.
Any imbalance not resolved after Sections 11.3 and 11.4 above have been utilized
will be subject to resolution in accordance with Section 11.6 below.

11.6 Cash-out Provision.

Prior to or with the monthly transportation invoice. Pipeline will render each Cash-
out Party a statement detailing the unresolved imbalances. In the second Month after
the imbalances occurred, a bill for the amount due Pipeline or a credit of the amount
due Cash-out Party, as determined below, will be rendered with the monthly
transportation invoice pursuant to Section 15.1 of these General Terms and
Conditions.

(a) Imbalance Due Pipeline. For contract imbalances, after applying the
Imbalance Netting provisions in Section 11.5 herein, where actual deliveries
exceed actual receipts at the Point(s) of Receipt less Fuel Retainage Quantity,
Cash-out Party shall pay Pipeline based on the accumulated sum of the results
of the formulas listed below:

Imbalance Level Factor Results

0% - < 5% 1.00 (price x quantity < 5%)
> 5% - <10% 1.10 (price x quantity> 5% & <10%)
>10% - <15% 1.20 (price X quantity >10% & <15%)
>15% - <20% 1.30 (price x quantity >15% & <20%)
>20% - <25% 1.40 (price x quantity >20% & <25%)
>25% 1.50 (price x quantity >25%)

The amount due Pipeline for each imbalance level shall be determined by
multiplying the corresponding imbalance level factor by the Index Price, as
determined in Section 11.6(c) herein, for the Month in which the contract
imbalance was incurred, times the quantity within each imbalance level. The
calculation of cash-out charges relating to excess deliveries shall also include
a transportation imbalance charge, which shall be calculated by multiplying
the excess delivery quantity by the actual weighted average usage charge
owed on all quantities of Gas delivered during the Month to that Cash-out
Party.

(b) Imbalance Due Cash-out Party. For contract imbalances, after applying the
Imbalance Netting provisions in Section 11.5 herein, where actual receipts at
the Point(s) of Receipt less Fuel Retainage Quantity exceed actual deliveries,
Pipeline shall purchase from Cash-out Party such excess receipts. Pipeline
shall pay Cash-out Party based on the accumulated sum of the results of the
formulas listed below:

Imbalance Level Factor Results
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0% - < 5% 1.00 (price x quantity < 5%)
> 5% - <10% .90 (price x quantity> 5% & <10%)
>10% - <15% .80 (price X quantity >10% & <15%)
>15% - <20% .70 (price x quantity >15% & <20%)
>20% - <25% .60 (price x quantity >20% & <25%)
>25% .50 (price x quantity >25%)

The amount due Cash-out Party for each imbalance level shall be determined
by multiplying the corresponding imbalance level factor by the Index Price,
as determined in Section 11.6(c) herein, for the Month in which the contract
imbalance was incurred times the quantity within each imbalance level. The
calculation of the amount due Cash-out Party relating to excess quantities
shall also include a transportation imbalance credit, which shall be calculated
by multiplying the excess quantities by the actual weighted average usage
charge owed on all quantities of Gas delivered during the Month to that Cash-
out Party. Pipeline shall have no responsibility for the distribution of funds
beyond the initial distribution to the Cash-out Party.

(c) Index Price. The Index Price for purposes of resolving imbalances shall be
determined by calculating the arithmetical average of Platts Gas Daily “Daily
Price Survey” Midpoint prices for “Transco, zone 6 non-N.Y. North” as such
prices are posted for each day of the applicable Month and the first seven
days of the subsequent Month. In the event that this index price is no longer
available, Pipeline will file to change its Tariff and may, at its discretion,
select an appropriate price for the interim period, subject to refund.

11.7 Credit. On a monthly basis Pipeline shall credit or debit, as appropriate, the net
proceeds from the operation of the imbalance resolution procedures contained in this
Section 11.

11.8 Operational Balancing Agreements (“OBA”).

(a) For the purpose of minimizing operational conflicts between various pipeline
facilities with respect to the delivery of Gas to and from Pipeline’s facilities,
Pipeline may enter into Operational Balancing Agreements (OBAs) with an
OBA Party. Such OBA shall specify the Gas Custody transfer procedures to
be followed by Pipeline and OBA Party for the confirmation of scheduled
quantities of Gas to be received by Pipeline at the Point of Receipt or
delivered by Pipeline at the Point of Delivery. Such OBA will provide that
any variance between actual quantities and scheduled and confirmed
quantities at the point where the OBA is in place for any Gas Day shall be
cashed out or resolved in-kind promptly pursuant to the terms of the OBA and
that such daily scheduling and monthly balancing variances are the
responsibility of the OBA Party.

To facilitate such determination of variances on a timely basis, Pipeline and
the OBA Party will agree in the OBA on necessary measurement and
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accounting procedures. Pipeline shall post on the EBB those Points of Receipt
and Points of Delivery at which an OBA is in effect.

(b) Pipeline shall have no obligation to negotiate and execute OBAs with any
OBA Party that:

(1) is not creditworthy as determined pursuant to Section 3 of the GT&C;
for purposes of such provision, references to Customer shall refer to
the OBA Party;

(2) does not maintain dispatching operations which are staffed on a
continuous around-the-clock basis every day of the year;

(3) would cause the level of regulation which Pipeline is subject to prior
to the execution of the applicable OBA to increase;

(4) does not commit to timely determination of variances based on
reasonable available measurement technology; or

(5) has not demonstrated operational consistency commensurate with the
OBA relationship over a minimum period of three years.

(c) Nothing in this Section 11.8 nor any executed OBA shall limit Pipeline’s
rights to take action as may be required to adjust receipts and deliveries under
any Service Agreement to reflect actual experience or to alleviate conditions
which threaten the integrity of Pipeline’s system, including maintenance of
service to higher priority Customers and/or services.

(d) When Pipeline enters into an OBA with a regulated interstate or intrastate
pipeline, Pipeline may waive the daily scheduling provisions in Sections 5
and 6, herein, to maintain operational flexibility and integrity.
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12. QUALITY OF GAS

The provisions set forth in this Section 12 shall apply to all Gas received or delivered by
Pipeline, except as expressly set forth herein to the contrary.

12.1 Natural or Artificial Gas. The Gas received or delivered by Pipeline hereunder shall
be a combustible Gas consisting wholly of, or a mixture of:

(a) Natural gas of the quality and composition produced in its natural state except
that the Pipeline may extract or permit the extraction of any of the
constituents thereof except methane.

(b) Gas generated by vaporization of Liquefied Natural Gas (“LNG”).

(c) Manufactured, reformed, or mixed gas consisting essentially of hydrocarbons
of the quality and character produced by nature in the petroleum, oil and gas
fields with physical properties such that when the artificial pipeline gas is
commingled with natural gas, the resulting mixture is indistinguishable from
natural gas complying with specifications under the Tariff.

12.2 Total Heating Value and Wobbe Number.

(a) No Gas delivered hereunder shall have a Total Heating Value at the Point of
Receipt below 967 Btu per Cubic Foot (BTU/CF) and no more than 1100
BTU/CF.

(b) No Gas delivered hereunder shall have a Wobbe Number at the Point of
Receipt below 1314 or more than 1400 (calculated using Total Heating Value
(THV)), dry, under standard conditions at 14.73 psia at 60 degrees Fahrenheit
based on the following mathematical definition and in accordance with
Section 14 of these GT&C:

THV / Sqrt SGgas

Where:
THV = Total Heating Value (Btu/scf)
SGgas = Specific Gravity
Sqrt = Square root of.

(c) The Total Heating Value shall be determined by Gas chromatographic
analysis using most recent AGA standards or any revision thereof, or by other
methods mutually agreed upon by Customer and Pipeline.

12.3 Composition.

(a) Merchantability. The Gas shall be commercially free, under continuous Gas
flow conditions, from objectionable odors (except those required by
applicable regulations), solid matter, dust, gums, and gum-forming
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constituents which might interfere with its merchantability or cause injury to
or interference with proper operations of the pipelines, compressor stations,
meters, regulators or other appliances through which it flows, or their
operation.

(b) Oxygen. The Gas shall not have an uncombined oxygen content in excess of
one-tenth (0.1) of one percent (1%) by volume.

(c) Non-Hydrocarbon Gases. The Gas shall not contain more than four percent
(4%) by volume, of a combined total of non-hydrocarbon gases (including
carbon dioxide and nitrogen); it being understood, however, that the total
carbon dioxide content shall not exceed two percent (2%) by volume and that
the combined oxygen and nitrogen content shall not exceed two and three
quarters percent (2.75%) by volume.

(d) Liquids. The Gas shall be free of water and hydrocarbons in liquid form at the
temperature and pressure at which the Gas is received and delivered.

(e) Hydrogen Sulfide. The Gas shall not contain more than one-fourth (1/4)
grains of hydrogen sulfide per one-hundred (100) Cubic Feet.

(f) Total Sulfur. The Gas shall not contain more than two (2) grains of total
sulfur per one-hundred (100) Cubic Feet.

(g) Temperature. The Gas shall not have a temperature of more than one-hundred
twenty degrees (120°) Fahrenheit.

(h) Water Vapor. The Gas shall not contain in excess of seven (7) pounds of
water vapor per million Cubic Feet.

(i) Microbiological Agents. The Gas shall not contain, either in the Gas or in any
liquids with the Gas, any microbiological organism, active bacteria or
bacterial agent capable of contributing to or causing corrosion and/or
operational and/or other problems.

Microbiological organisms, bacteria or bacterial agents include, but are not
limited to, sulfate reducing bacteria (SRB) and acid producing bacteria
(APB). Tests for bacteria or bacterial agents shall be conducted on samples
taken from the meter run or the appurtenant piping using American Petroleum
Institute (API) test method API-RP38 or any other test method acceptable to
Pipeline and Customer which is currently available or may become available
at any time.

(j) Non-methane Hydrocarbons. The Gas shall not contain a non-methane
hydrocarbon content of more than twelve percent (12.0%) of ethanes and
heavier hydrocarbons (C2+), of which the content of butanes and heavier
hydrocarbons (C4+) shall not exceed one and one half percent (1.5%) of the
Gas. The Gas shall contain a liquid hydrocarbons content equal to or less
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than 0.032 gallons of C6+ hydrocarbons per thousand Cubic Feet of Gas
(GPM) at any operating pressure. This standard correlates to a
cricondentherm hydrocarbon dewpoint of approximately 15 degrees
Fahrenheit.

12.4 If the Gas tendered for Customer’s account to Pipeline shall fail at any time to
conform to any of the specifications set forth in this Section 12 or in Pipeline’s
reasonable judgment, may cause harm to its facilities or diminish the quality of Gas
in the system, then Pipeline shall have the right, after either written, oral or telephonic
notice to Customer, to refuse to accept all or any portion of such quality deficient
Gas. In the event Pipeline refuses to accept Gas tendered by Customer because such
Gas does not conform to the specifications set forth herein, Customer shall not be
relieved of its obligation to pay any Reservation Charge provided for in Customer’s
Service Agreement. If the Gas tendered by Pipeline for Customer’s account shall fail
at any time to conform to any of the specifications set forth in this Section 12 then
Customer shall notify Pipeline of such deficiency and may, at its option, refuse to
accept delivery pending correction by Pipeline.

12.5 Waiver.

(a) Notwithstanding the requirements set forth in this Section 12, to the extent
that any interruption of supply physically available for delivery to Pipeline’s
system would result in volumes physically available for flow on the system
that, in Pipeline’s reasonable determination, are less than the aggregate
quantity of local distribution company and end-use markets connected
directly to the system, Pipeline may allow Customer to tender for service or
cause to be tendered, pursuant to an executed Service Agreement under
Pipeline’s rate schedules, Gas which does not when injected into Pipeline’s
pipeline meet the quality specifications set forth in this Section 12; provided
that Pipeline’s acceptance of such Gas shall not adversely impact Pipeline’s
system facilities or operations. Pipeline shall post on the EBB any such
waiver of Pipeline’s Gas quality requirements. Customer acknowledges that
following the posting of a waiver as contemplated in this Section 12.5(a),
Customer may receive Gas that does not conform to the specifications set
forth in this Section 12 if deliveries are scheduled under Customer’s Service
Agreement while the posting is in effect. Pipeline shall implement this
Section 12.5(a) on a non-discriminatory basis. Notwithstanding anything to
the contrary in this Section 12.5(a), Pipeline shall not waive the requirements
of this Section 12 to permit Gas to enter the system that has a Wobbe Number
less than 1300 or greater than 1410, a Total Heating Value greater than 1120
BTU/CF, a carbon dioxide content by volume greater than two and nine-
tenths of one percent (2.9%), or a sulfur content, excluding mercaptan sulfur,
per one-hundred (100) Cubic Feet greater than five (5) grains. In the event
that Pipeline’s acceptance of such Gas results in the diminution in quality,
quantity or economic value of Gas transported for others, Customer who
injects or causes to be injected such Gas into Pipeline’s system shall be liable
for any damage caused thereby and such Customer shall indemnify and hold
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Pipeline harmless from any damage caused thereby; provided, however, that
Customer shall not be obligated to indemnify Pipeline for any damage
resulting from Pipeline’s gross negligence, undue discrimination or willful
misconduct in its handling of the Gas pursuant to this Section 12.5(a).

(b) In addition to Section 12.5(a), Pipeline may waive the requirements set forth
in this Section 12 in order to allow Customer to tender or cause to be tendered
Gas which does not, when injected into Pipeline’s system, meet the quality
specifications set forth in this Section 12; provided that acceptance of such
Gas shall not adversely affect Pipeline’s system facilities or operations, and
further provided that the commingled Gas stream at any point on Pipeline’s
system where Pipeline can deliver Gas, including any local distribution
company or end-use market connected directly to the system, as well as any
downstream pipeline, shall be compliant with the quality specifications set
forth in Section 12 (but excluding Section 12.5); Pipeline shall post on the
EBB any waiver of Pipeline’s Gas quality requirements. Pipeline shall
implement this Section 12.5(b) in a not unduly discriminatory manner and
may cancel any waiver at any time if necessary to ensure that the commingled
Gas stream is compliant with the quality specifications set forth in Section 12
at any Point of Delivery on Pipeline’s system.

12.6 Notwithstanding the requirements set forth in Section 12.5, Pipeline, at any time and
from time to time, shall have the right, either by written, oral or telephonic notice to
Customer, to arrange for any necessary processing of Customer’s quality deficient
Gas tendered to Pipeline to ensure such Gas meets the minimum quality
specifications set forth in this Section 12. Pipeline shall bill the applicable Customer
and such Customer shall pay Pipeline for all costs (including shrinkage) incurred by
Pipeline relating to the processing of the Customer’s Gas as necessary to ensure that
Pipeline fully recovers such costs and applicable carrying charges. Pipeline shall have
the right to sell or otherwise dispose of any or all of the processing products without
accounting to Customer or owner of the processed Gas.

12.7 Pipeline shall have the unqualified right to commingle Gas transported hereunder
with Gas from other sources, and to treat and handle all such Gas as its own. It is
recognized that Gas delivered may not be the same molecules as those received at the
Point of Receipt. To the extent Customer or any other party elects not to exercise its
rights, if any, to process Gas for the removal of liquids and liquefiable hydrocarbons,
Pipeline shall have the unqualified right to process such Gas for the purpose of
removing, among others, liquids and liquefiable hydrocarbons and ownership of such
liquids and liquefiable hydrocarbons shall be vested in Pipeline. For any period for
which Customer elects to process its Gas, the Customer or other applicable party
shall be obligated to perform such processing for all relevant Gas quantities during
such period. The quantities of Gas delivered hereunder at the Point(s) of Delivery
shall be thermally equivalent to the quantities of Gas received at the Point(s) of
Receipt for transportation less Applicable Shrinkage and, if applicable, any reduction
due to processing.
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13. PRESSURE

13.1 Receipt Pressure Obligations.

Customer shall deliver Gas or cause Gas to be delivered to Pipeline for Customer’s
account at the Point(s) of Receipt at a pressure sufficient to enter Pipeline’s System;
provided that Customer shall not, except with the agreement of Pipeline, be permitted
to deliver the Gas at any Point of Receipt at a pressure in excess of the maximum
pressure specified in the effective Service Agreement or in excess of the Maximum
Allowable Operating Pressure on Pipeline’s system at the applicable Point of Receipt.

13.2 Delivery Pressure Obligations.

Unless otherwise agreed to by Pipeline, Pipeline will redeliver Gas for Customer’s
account at the Point(s) of Delivery at Pipeline’s prevailing line pressure at the
applicable point (“Minimum Delivery Pressure”). If Pipeline and Customer
otherwise agree on the Minimum Delivery Pressure at a Point of Delivery, such
pressure will be set forth in the applicable Service Agreement.

13.3 In no event shall Pipeline be responsible for over-pressure protection on Customer(s)
facilities.
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14. MEASUREMENT AND MEASUREMENT EQUIPMENT

14.1 Determination of Quantity.

The quantity of Gas received and delivered by Pipeline for Customer’s account
hereunder shall be measured according to Boyle’s and Charles’ Laws for the
measurement of Gas under varying pressures and temperatures with deviations
therefrom as provided in Section 14.1(i) below and shall be determined as follows:

(a) The unit of measurement for the purpose of service under any of Pipeline’s
rate schedules shall be one (1) Dth. The number of Dths delivered shall be
determined by multiplying the number of Cubic Feet of Gas received or
delivered, measured on the measurement basis hereinafter specified, by the
Total Heating Value of such Gas, in Dekatherms per Cubic Foot, as defined
in Section 1 of the GT&C, and by dividing the product by 1 million
(1,000,000.00).

(b) The unit of quantity for the purpose of measurement shall be 1 Cubic Foot of
Gas at a temperature of 60° Fahrenheit, at a pressure of thirty-three
hundredths pounds per square inch (0.33 PSI) gauge and an atmospheric
pressure of 14.4 PSI, resulting in an absolute pressure of 14.73 pounds per
square inch.

(c) The unit of weight for the purpose of measurement shall be one (1) pound
mass of Gas.

(d) The average absolute atmospheric pressure shall be assumed to be 14.4
pounds per square inch.

(e) The temperature of the Gas passing through the meters shall be determined by
the use of electronic transducers, recording thermometer or other temperature
measuring devices. The instantaneous measurement from the electronic
measurement equipment or the arithmetic average of the temperature
recorded each Day shall be used in computing Gas quantities.

(f) The specific gravity of the Gas flowing through the meters shall be
determined by Gas chromatographic analysis, recording gravitometer, or
continuous or spot sampling methods, unless otherwise mutually agreed upon
by Customer and Pipeline. The arithmetic average of the specific gravity
recorded during each 24-hour Day shall be used in computing Gas quantities
or other periodic measurements within a shorter time frame or instantaneous
specific gravity measurements may be applied to metering instruments to
provide the quantity computation.

(g) When orifice meters are used, the computation of quantities of Gas delivered
shall be in accordance with the recommendations as published by the
American Gas Association’s Report No. 3, Revised - 1994, (ANSI/API
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2530), and any subsequent amendments thereof as may be mutually agreed
upon by Customer and Pipeline.

(h) The Total Heating Value shall be measured, unless otherwise agreed by the
parties concerned, by methods in accordance with acceptable industry
practice, such as, but not limited to, recording calorimeter(s) or Gas
chromatograph(s) located at appropriate points. The arithmetic average of the
heating value recorded each 24-hour Day and as adjusted to conditions as
specified in the definition for “Total Heating Value” in Section 1 of the
GT&C, or other periodic measurements within a shorter time frame as
Pipeline shall select, shall be used for computations.

(i) The deviation of the Gas delivered hereunder from Boyle’s and Charles’
Laws shall be determined in accordance with, but not limited to, the
published recommendations of the American Gas Association’s Report No. 3,
Revised - 1994 and the American National Standards Institute as Pipeline
deems to be in accordance with accepted industry practice.

14.2 Measurement Operations and Equipment.

Measurement Operations shall include, but not be limited to, the operation,
calibration and testing of the RTU, transducers, chart recorders, meter runs, Gas
quality monitoring devices, control valves and responsibility for quantity calculations
for the measurement facility. Pipeline may allow Customer or third parties the right
to perform Measurement Operations, provided that such Customer or third party
furnishes to Pipeline all data required for flow computation and can meet Pipeline’s
measurement and operating standards; and provided, further, such Customer or third
party which performs such Measurement Operations shall be responsible for any and
all associated costs of such Measurement Operations unless otherwise agreed by
Pipeline and Customer or third party. Measurement equipment shall consist of the
necessary metering devices, designed and installed in accordance with the current
published recommendations of the American Gas Association or as mutually agreed
upon by Customer and Pipeline, measurement equipment shall be installed, operated
and maintained at or on each interconnection of Pipeline’s facility with facilities of
third parties; provided, however, Pipeline shall have the right to require and may
install or cause to be installed electronic Gas measurement and control equipment at
all points.

(a) Where orifice measurement equipment is to be used, it shall utilize “Flange
Tap Connections” and the static pressure shall be measured at the down-
stream flange tap connection.

(b) An electronic temperature transducer, a recording thermometer or other
mutually acceptable device shall be installed at the measuring station to
measure the flowing Gas temperature.
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14.3 Access to Equipment and Records.

Each party shall have the right to be present at the time of any installing, reading,
cleaning, changing, repairing, inspecting, testing, calibrating or adjusting done in
connection with the other’s equipment used in measuring receipts and deliveries
hereunder. The records from such measurement equipment shall remain the property
of their owner, but upon request each will submit to the other its records and charts,
together with calculations therefrom, for inspection and verification, subject to return
within thirty (30) Days after receipt thereof.

14.4 Pressure Protection.

Pressure regulation, pressure override and pressure relief valve or other pressure
limiting devices installed and operated by Pipeline at the measuring station or at or
near each interconnection of Pipeline’s facilities with facilities of third parties shall
only be for the purpose of operation and protection of Pipeline’s measurement
equipment and Pipeline’s facilities.

14.5 Test of Meters.

The accuracy of the Pipeline’s and Customer’s measurement equipment shall be
verified by Pipeline and Customer at reasonable intervals and, if requested, in the
presence of representatives of the Pipeline and Customer.

(a) Pipeline and Customer shall not be required to verify the accuracy of orifice
meter equipment more frequently than once in any thirty (30) Day period.

(b) Pipeline and Customer shall not be required to verify the accuracy of
measurement equipment, other than orifice meter equipment, more frequently
than once in any ninety (90) Day period.

(c) Pipeline and Customer shall not be required to verify the accuracy of the Gas
chromatograph or other heating value measurement device more frequently
than once in any thirty (30) Day period.

(d) Any errors or discrepancies found when testing shall be corrected
immediately whenever possible or as soon thereafter as procurement of repair
parts, materials and tools can be arranged.

14.6 Measurement Equipment Inaccuracy and Failure.

The quantity of Gas received and delivered by Pipeline and delivered to Customer or
for Customer’s account hereunder during periods when the measurement equipment
is out of service or registering inaccurately shall be estimated as follows:

(a) If, upon test, any measurement equipment, the readings of which are used in
the registration, integration or computation of quantities of Gas hereunder, is
found to be in error to the extent that it introduces not more than two percent



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 14. Measurement and Measurement Equivalent
Original Volume No. 1 Version 0.0.0

Page 4 of 5

Issued on:
Effective on:

(2%) measurement error in the individual measurement equipment affected,
previous records of such equipment shall be considered accurate;

(b) If, upon test, any such above measurement equipment is found to be in error,
to the extent that it causes the registered or computed quantities of the
instrument(s) so affected to be in error, by an amount exceeding two percent
(2%) at a recording corresponding to the average hourly rate of flowthrough
the instrument(s) in the period since the last preceding test, then any
registrations, integration or computed quantities of such instrument(s)
affected shall be corrected to zero (0) error for any part of the period since the
last test in which such error is known to have existed or which may be agreed
upon by representatives of the parties. In case the period of such error is not
known definitely or agreed upon, such correction shall be for a period of one-
half (1/2) of the elapsed time since the date of the last test, but not exceeding
a correction period of sixteen (16) Days where orifice measurement
equipment is used in the computation of quantity and not exceeding forty-five
(45) Days where other measurement equipment is used; and

(c) If no tests have been performed to determine the degree of inaccuracy, or
measurement equipment is out of service, the quantity of Gas shall be
estimated:

(1) By using the registration of any existing and agreed upon check
equipment considered by parties concerned to be registering
accurately, or in the absence of such facilities,

(2) By correcting the error, if the quantity or percentage of error is
ascertainable by calibration, test, or mathematical calculation, or if
neither of the two foregoing procedures are applicable,

(3) By relating the quantity of receipt or delivery to receipts or deliveries
during periods under similar conditions when the measurement
equipment was deemed to have been registering accurately.

14.7 Preservation of Records.

Each party shall preserve for a period of at least two (2) years all test data, charts and
other similar records or such longer period as may be required by the Federal Energy
Regulatory Commission.

14.8 Flow Control.

The Pipeline shall control flow of Gas into and out of its facilities at all measurement
facilities, but may allow the following if all of Pipeline’s operating standards and
requirements are met: (a) Pipeline may allow third parties to control flow into the
Pipeline’s facilities, and (b) Pipeline may allow third parties to control flow out of the
Pipeline’s facilities, but reserves the right to override the third party’s flow control
equipment.



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 14. Measurement and Measurement Equivalent
Original Volume No. 1 Version 0.0.0

Page 5 of 5

Issued on:
Effective on:

14.9 Maintenance.

(a) Major Maintenance shall include, but not be limited to, the repair or
replacement of major components and equipment required to support the
Measurement Operations. For measurement facilities which Customer or third
party owns and for which Pipeline performs Measurement Operations, such
Customer or third party shall be responsible for any and all associated costs of
such Major Maintenance unless otherwise agreed by Pipeline and Customer
or third party.

(b) Routine Maintenance shall be the normal Day to Day maintenance required to
support the Measurement Operations or necessary to upkeep the measurement
facility and shall include, but not be limited to, replacement of minor
replacement parts for instrumentation, measurement equipment (including the
RTU) and minor valves and piping. The entity (Pipeline, Customer or third
party) which performs the Measurement Operations for the measurement
facility shall also be responsible for such Routine Maintenance and any and
all associated costs of such Routine Maintenance unless otherwise agreed by
Pipeline and Customer or third party.
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15. INVOICES AND PAYMENTS

15.1 Pipeline shall bill Customer on or before the 10th Day of each Month for all charges
and costs incurred hereunder during the preceding Month according to the
measurement, computations and charges provided in this Tariff. Such bill shall be
delivered to Customer or its agent by either (a) posting Customer’s final bill on
Pipeline’s EBB and posting a general notice of the availability of the final bills on
Pipeline’s Informational Postings Web site or (b) by mail. Pipeline will provide an e-
mail notification, if an e-mail address has been designated by Customer,
contemporaneously with the posting of the final bill on Pipeline’s EBB, if applicable.
It is the Customer’s responsibility to update e-mail address information provided to
Pipeline as necessary. Customer may designate an agent to receive invoices and may
designate such agent to receive the e-mail notifications of the availability of
Customer’s final bill on Pipeline’s EBB. If actual quantities are unavailable in time to
prepare the billing, such charges shall be based on estimated quantities and Pipeline
shall provide, in the succeeding Month’s billing, an adjustment based on any
difference between actual quantities and estimated quantities.

15.2 The invoice submitted pursuant to Section 15.1 shall be paid by Customer so that
Pipeline will receive the funds no later than ten (10) Days from the date of the
invoice, except when such Day is a Saturday, Sunday or bank holiday applicable to
the bank to which the payment is being remitted, in which case payment is due the
following Business Day (hereinafter called “Due Date”). All payments shall be by
Electronic Funds Transfer to a bank named by Pipeline, or by mutual agreement,
made in immediately available funds payable to Pipeline. If Customer pays by check,
payment shall be considered to have been made one Business Day after the date of
receipt of such check at the address specified on the invoice. If Customer pays by
Electronic Funds Transfer, payment shall be considered to have been made on the
date when such payment is transferred by Customer to a bank account designated by
Pipeline. All payments shall be identified by invoice number(s). Customer making
payment shall submit supporting documentation; Pipeline receiving payment shall
apply payment per supporting documentation. If payment differs from invoiced
amount, remittance detail shall be provided with the payment except when payment is
made by electronic funds transfer (EFT), in which case, the remittance detail is due
within two Business Days of the payment due date.

15.3 Should Customer fail to pay part or all of the amount of any invoice for service
provided when such amount is due, Pipeline may charge interest on the unpaid
portion of the invoice computed from such Due Date until the date of payment at the
same rate of interest and in the same manner as prescribed for pipeline refunds as set
forth in Section 154.501(d) of the Commission’s Regulations under the Natural Gas
Act. If such failure to pay continues for ten (10) Days after payment is due, Pipeline
shall notify Customer of the delinquency. In the event payment is not received within
twenty (20) Days of the first delinquency notice, Pipeline will provide a second
delinquency notice requesting payment within five Business Days. Should
Customer’s delinquency continue, Pipeline will provide Customer with a third and
final notice stating that if payment is not received within five Business Days, then
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Pipeline, in addition to any other remedy it may have, may suspend further receipt
and delivery of Gas until such amount is paid or terminate Customer’s Service
Agreement. In the event of such termination of a Service Agreement, Pipeline shall
serve the Commission and Customer with written notice of the termination.

15.4 If Customer in good faith shall dispute in writing the amount of any such invoice or
parts thereof, Customer shall pay to Pipeline such amounts as it concedes to be
correct and shall provide documentation identifying the basis for the dispute. In the
event that Customer makes such payment and provides such documentation, and at
any time thereafter within thirty (30) Days of demand made by Pipeline furnishes a
good and sufficient surety bond guaranteeing payment to Pipeline of the amount
ultimately found due upon such invoices after a final determination, which may be
reached either by agreement or judgment of the courts as may be the case, then
Pipeline shall not be entitled to suspend further service unless and until default be
made in the conditions of such bond. If resolution of the dispute is in favor of
Customer and the Customer furnished a surety bond instead of paying the disputed
amount, then Pipeline shall reimburse Customer for the cost of securing that surety
bond. No payment by Customer of the amount of a disputed invoice shall prejudice
the right of Customer to claim an adjustment of the disputed invoice, subject to
Section 15.5 herein.

15.5 In the event an error is discovered in the amount hereunder, such error shall be
adjusted within thirty (30) Days of the determination thereof, provided that claim
therefor shall have been made in writing.

(a) Measurement data corrections shall be processed within six (6) Months of the
production month with a three-Month rebuttal period.

(b) The time limitation for disputes of allocations shall be six (6) Months from
the date of the initial Month-end allocation with a three-Month rebuttal
period.

(c) Prior period adjustment time limits shall be six (6) Months from the date of
the initial transportation invoice with a three-Month rebuttal period,
excluding government-required rate changes.

These three standards shall not apply in the case of deliberate omission or
misrepresentation or mutual mistake of fact. Parties’ other statutory or contractual
rights shall not otherwise be diminished by these standards.

15.6 Customer agrees to reimburse Pipeline for all filing or other fees, in connection with
any service subject to these GT&C, that Pipeline is obligated to pay to the
Commission or to any other governmental authority having jurisdiction. The term
“fees”, as used herein, shall mean any fee or charge now or hereafter levied, assessed
or made by any governmental authority on the Gas itself or on the act, right or
privilege of producing, severing, gathering, transporting, handling, selling, receiving
or delivering Gas, however such fees or charges are measured.
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15.7 Customer is responsible for customs, duty, taxes, and any other charges associated
with the importation of Gas into or export of Gas out of the United States.

15.8 Refunds due Customer pursuant to the terms of this Tariff or orders of the
Commission shall be paid by Electronic Funds Transfer to a bank account established
by Customer if:

(a) Customer has transmitted payment for services to Pipeline by Electronic
Funds Transfer within the twelve (12) Month period preceding the date of the
refunds; and

(b) Customer has designated in writing a bank account for the receipt of
Electronic Funds Transfers at least thirty (30) Days prior to the date
established for refunds.

Refunds not paid by Electronic Funds Transfer or credit adjustment shall be paid by
check.

15.9 Both Pipeline and Customer shall have the right to examine at any reasonable time
the books, records and charts of the other to the extent necessary to verify the
accuracy of any invoice or claim rendered hereunder.

15.10 All amounts payable by Customer to Pipeline, for services rendered, imbalance
resolution or any other amounts, are to be remitted to Pipeline in the legal currency of
the United States of America.

15.11 Customer may designate an agent for the purpose of scheduling, allocating, invoicing
and/or payment. In the event an agent is designated, the agent will comply with all
applicable scheduling, allocation, invoicing, and/or payment terms set forth in this
Tariff.
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16. TERMINATION FOR DEFAULT

16.1 If either Pipeline or Customer shall fail to perform any of the material covenants or
obligations imposed upon it or them under and by virtue of a Service Agreement
hereunder, then in such event the other party may at its option terminate such
agreement by proceeding as follows: The party not in default shall cause a written
notice to be served on the party in default stating specifically the cause for
terminating the agreement and declaring it to be the intention of the party giving the
notice to terminate the same; thereupon the party in default shall have thirty (30)
Days after the service of the aforesaid notice in which to remedy or remove the cause
or causes stated in the notice for terminating the agreement, and if within said period
of thirty (30) Days the party in default does so remove and remedy said cause or
causes and fully indemnify the party not in default for any and all consequences of
such breach, by a good and sufficient indemnity bond or otherwise, then such notice
shall be withdrawn and the agreement shall continue in full force and effect. In case
the party in default does not so remedy and remove the cause or causes or does not so
indemnify the party giving the notice for any and all consequences of such breach,
within said period of thirty (30) Days, then, after any necessary authorization by
regulatory bodies having jurisdiction, the agreement shall become null and void from
and after the expiration of said period, provided that notice of termination has not
been withdrawn prior thereto. Any cancellation of such agreement pursuant to the
provision of this paragraph shall be without prejudice to the right of Pipeline to
collect any amounts then due to it for service prior to the time of cancellation and
shall be without prejudice to the right of Customer to receive any service for which it
has paid but has not received, although entitled thereto, prior to the time of
cancellation, and without waiver of any remedy to which the party not in default may
be entitled for violations of such agreement. Failure to perform an act that is excused
due to, inter alia, Force Majeure does not constitute an event of default hereunder.

16.2 Prior to a termination for default, Pipeline may suspend service to any Customer who
fails to comply with the GT&C, the applicable rate schedule, or Customer’s Service
Agreement. Pipeline’s failure to invoke its right to terminate an agreement for default
shall not be construed as a waiver of Pipeline’s right to terminate service during any
other period when Customer is in violation of the terms of this Tariff or of
Customer’s Service Agreement.
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17. POLICY ON FEES AND CONSTRUCTION OF NEW FACILITIES

17.1 Customers may request that Pipeline construct a pipeline extension (other than a
mainline extension) from Pipeline’s existing facilities to deliver Gas to one or more
Customers, including new Point(s) of Delivery and enlargements or replacements of
existing laterals. Pipeline is not required to build facilities upon Customer request or
otherwise if, as determined by Pipeline in its reasonable judgment, such facilities are
not economic, are not operationally feasible, will adversely impact on Pipeline’s
existing services or would otherwise adversely impact Pipeline’s system. In the event
Pipeline decides to construct such facilities, Customer shall reimburse Pipeline (a) for
the costs of such facilities installed by Pipeline to receive, measure, transport or
deliver Gas for Customer’s account and (b) for any and all filings and approval fees
required in connection with such construction that Pipeline is obligated to pay to the
Commission or any other governmental authority having jurisdiction.

17.2 Pipeline may waive from time to time, at its discretion, all or a portion of the
monetary reimbursement requirement set forth in Section 17.1 if it determines that
construction of the facilities would be economic, based on Customer assurance of
transportation throughput through the proposed facilities and other matters, as
described below. All requests for waiver shall be handled by Pipeline in a manner
which is not unduly discriminatory.

For purposes of determining whether a project is economic, Pipeline will evaluate
projects on the basis of various economic criteria, which may include, without
limitation, the estimated transportation throughput, cost of the facilities, operating,
maintenance, administrative and general expenses attributable to the facilities, the
system net revenues Pipeline estimates will be generated subsequent to such
construction, and the availability of capital funds on terms and conditions acceptable
to Pipeline. In estimating the system net revenues to be generated, Pipeline will
evaluate the existence of capacity limitations of the existing facilities, the
marketability of the capacity, the location of the markets, the nature of the
transportation service, and other factors which impact the utilization of Pipeline’s
system.

17.3 Any monetary reimbursement due Pipeline by Customer pursuant to this Section 17
shall be due and payable to Pipeline within ten (10) Days of receipt by Customer of
Pipeline’s invoices) for same; provided, however, subject to Pipeline’s written
consent such monetary reimbursement, plus carrying charges thereon, may be
amortized over a mutually agreeable period not to exceed the primary contract term
of the Service Agreement between Pipeline and Customer. Carrying charges shall be
computed utilizing interest factors acceptable to both Pipeline and Customer.

17.4 Nothing in this statement of policy shall require Pipeline to file an application for a
certificate of public convenience and necessity under Section 7(c) of the Natural Gas
Act. Further, nothing in this policy statement shall prevent Pipeline from contesting
an application for service filed pursuant to Section 7(a) of the Natural Gas Act or a
request to compel the rendition of service pursuant to Section 5 of the Natural Gas
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Act. Pipeline reserves the right to seek a waiver of the policies set forth in this
Section 17 for good cause shown during any proceeding before the Commission
instituted under the Natural Gas Act.
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18. POSSESSION OF GAS

18.1 Control.

Pipeline shall be deemed to be in control and possession of the Gas hereunder upon
receipt of such Gas until it shall have been delivered for Customer’s account, and
Customer shall be deemed to be in control and possession of such Gas prior to such
receipt by Pipeline and after such delivery for Customer’s account.

18.2 Responsibility.

Pipeline shall have no responsibility with respect to the Gas or on account of
anything done, occurring or arising with respect to the Gas before receipt of such Gas
by Pipeline or after delivery of the Gas for Customer’s account, and Customer shall
have no responsibility with respect to the Gas or on account of anything done,
occurring or arising with respect to the Gas while such Gas is in Pipeline’s
possession; provided, however, in the event any Gas flows through facilities of
Customer prior to such delivery to or for Customer’s account, Pipeline shall have no
responsibility with respect to such Gas or on account of anything which may be done,
happen or arise with respect to such Gas while in the facilities of Customer.
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19. WARRANTY OF TITLE TO GAS

Customer warrants that Customer will at the time of receipt of the Gas by Pipeline have good
and merchantable title to all of the Gas free and clear of all liens, encumbrances and claims
whatsoever or good right to tender Gas for transportation (and all necessary authorizations
related thereto). Title to the Gas received by Pipeline for Customer’s account hereunder shall
remain with Customer during its transportation or storage by Pipeline. Customer agrees to
indemnify and save Pipeline harmless from all suits, actions, debts, accounts, damages, costs,
losses and expenses arising out of adverse claims of any and all persons to the Gas prior to its
delivery to Pipeline for Customer’s account and after its delivery by Pipeline for Customer’s
account. Pipeline agrees to indemnify and save Customer harmless from all suits, actions,
debts, accounts, damages, costs, losses and expenses arising out of adverse claims of any and
all persons to the Gas during its transportation or storage by Pipeline for Customer’s account.
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20. FUEL RETAINAGE QUANTITY

20.1 General. The Fuel Retainage Percentage (“FRP”) and the L&U Percentage shall
apply to all firm and interruptible transportation service rendered pursuant to this
Tariff. The Fuel Retainage Quantity shall be determined by multiplying the
Customer’s receipts at the Point(s) of Receipt by the sum of the FRP and the L&U
Percentage; provided that in the case of a Backhaul, the FRP shall be zero.

20.2 Fuel Percentages. The FRP and L&U Percentage shall be as quantified pursuant to
this Section 20 and set forth in the currently effective Statement of Additional
Charges and Surcharges section of this Tariff. Pipeline will track changes in its
requirement to retain Gas in-kind in compensation for the quantities of Fuel and L&U
used to provide service for Customers and shall file with FERC to adjust the FRP and
the L&U Percentage on at least an annual basis, with such changes to be effective on
November 1 of each year. The FRP and L&U Percentage shall be subject to
adjustment hereunder for both prospective changes in Fuel and L&U requirements, as
well as unrecovered Fuel and L&U quantities from the preceding period as described
at Section 20.3 below. Neither the FRP nor the L&U Percentage shall be less than
zero.

20.3 Calculation of Fuel Percentages. Pipeline will determine the FRP and L&U
Percentage for each annual period as follows:

(a) FRP. With each filing hereunder for a specified calendar period Pipeline shall
calculate a FRP as the quotient obtained by dividing (a) the projected annual
quantities of Fuel for the upcoming calendar period, plus the amount of any
under-collection of Gas in-kind pursuant to the prior period FRP or less the
amount of any over-collection of Gas in-kind pursuant to the prior period
FRP and (b) the projected annual throughput for the upcoming calendar
period.

(b) L&U Percentage. With each filing hereunder for a specified calendar period
Pipeline shall calculate a L&U Percentage as the quotient obtained by
dividing (a) the projected annual quantities of L&U for the upcoming
calendar period, plus the amount of any under-collection of Gas in-kind
pursuant to the prior period L&U Percentage or less the amount of any over-
collection of Gas in-kind pursuant to the prior period L&U Percentage and (b)
the projected annual throughput for the upcoming calendar period.

20.4 Procedure for Filing. At least thirty (30) Days prior to the effective date of a change
in the FRP and L&U Percentage hereunder. Pipeline shall file with the FERC a
revised Statement of Fuel Retainage Percentages setting out the proposed change(s)
and supporting workpapers showing the calculations developing such proposal.
Pipeline shall file annually to revise the FRP and L&U Percentage as provided in this
Section 20 effective on November 1 of each year. Pipeline may file interim proposals
between annual filings subject to approval by the Commission.
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21. ANNUAL CHARGE ADJUSTMENT CLAUSE

21.1 [RESERVED FOR FUTURE USE]
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22. PERIODIC RATE ADJUSTMENTS

Pipeline and Customer recognize that Pipeline will from time to time experience changes in
costs related to providing service under this Tariff, including, but not limited to, changes in
the cost of labor, benefits, materials and supplies, taxes, required rate of return, costs
associated with the resolution of past disputes or outstanding uncertainties concerning
amounts owed by Pipeline or Customer or attributable to Pipeline or Customer, and costs
generated by decisions of the Commission, the courts or by an arbitration panel or other body
having jurisdiction over the Pipeline. Pipeline hereby notifies Customers that it may be
appropriate, equitable and consistent with cost responsibility to allocate such costs among
Customers based on or taking into account past period factors, such as contract demand
levels, purchases or other factors related to a prior period of time. Pipeline hereby notifies
Customers that Pipeline shall have the right from time to time to make rate change filings
which may include such costs and utilize an allocation methodology based in whole or in part
on factors related to past periods. Customer shall have the right to intervene and protest any
such filing.
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23. INITIAL RATE ADJUSTMENTS

To the extent required, Pipeline has the right to make any necessary filings with the
Commission to adjust its rates in effect from time to time in order to reflect changes in
Pipeline’s rates as necessary to implement initial rates approved by the Commission in
applicable certificates or other appropriate orders. Upon placing such rates into effect,
Pipeline will charge and Customer will pay Pipeline’s rates in effect as adjusted pursuant to
this Section 23 of the GT&C.
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24. NEGOTIATED RATES

Pipeline and Customer may mutually agree on a negotiated rate or rate formula with respect
to rates, rate components, charges, or credits differing from the otherwise applicable recourse
rate under any rate schedule in this Tariff.

24.1 Definition.

A negotiated rate may be less than, equal to, or greater than the maximum recourse
rate and/or the minimum rate; may be a rate design other than straight fixed-variable;
and may include a minimum quantity. The recourse rates will be available to any
Customer that does not wish to negotiate a rate.

24.2 Limitations.

This Section 24 does not authorize the negotiation of terms and conditions of service.

24.3 Allocation of Capacity.

For purposes of allocating capacity pursuant to Sections 4.1, 8 and 9 of the GT&C of
Pipeline’s Tariff, a Customer is deemed to have paid the reservation charge that it has
agreed to pay or that Customer actually pays with the following exceptions: (a) a
Customer that is willing to pay (i) a negotiated rate with a reservation charge
component that exceeds the maximum reservation charge component of the Recourse
Rate, or (ii) a volumetric or formula-type negotiated rate with a revenue stream
guaranteed by the negotiated rate Customer that exceeds or is equal to the maximum
reservation charge component of the Recourse Rate, is deemed to have paid the
maximum reservation charge component of the Recourse Rate; and (b) a Customer
with a volumetric or formula-type negotiated rate that is willing to guarantee a
revenue stream less than the maximum reservation charge component of the Recourse
Rate is deemed to have paid a reservation charge equal to the amount of the
guaranteed revenue stream.

24.4 Bidding for Capacity.

For purposes of exercising rights to continue service pursuant to Section 4.2 of the
GT&C of Pipeline’s Tariff, the highest rate that a Customer must match (based on its
reservation charge component and any revenue guarantee) if it desires to retain all or
a portion of its capacity and continue to receive firm service under the same Rate
Schedule beyond the expiration date of such Long-Term Firm Service Agreement is
the maximum recourse rate.

24.5 Capacity Release.

(a) Except as expressly provided for in Section 9 of the General Terms and
Conditions, the release of capacity under a negotiated rate agreement is
capped at the maximum recourse rate; provided, however, the negotiated rate
Customer will continue to be obligated to pay Pipeline the difference by
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which the negotiated rate exceeds the rate paid by the Replacement Customer.
Pipeline and a negotiated rate Customer may agree upon payment obligations
and crediting mechanisms, which vary from or are different from those set
forth in Pipeline’s capacity release provisions.

(b) Any potential Replacement Customer that desires to acquire capacity on a
temporary basis pursuant to Section 9 of the General Terms and Conditions
may request via the EBB to pay the usage and/or Fuel charges pursuant to
Pipeline’s recourse rates or pursuant to Customer’s negotiated rates. Pipeline
shall grant the request to pay Customer’s negotiated rates if Pipeline
determines, in a not unduly discriminatory manner, that the Replacement
Customer is similarly situated to Customer. In the event that Pipeline grants
the request and the potential Replacement Customer’s bid is the winning bid,
the potential Replacement Customer’s request will serve as its execution of
the negotiated rate agreement and Pipeline’s award of the bid via the EBB
will serve as Pipeline execution of the negotiated rate agreement for such
negotiated rates and such agreement will be documented as set forth in
Section 24.8(b) below. If Pipeline denies such request or if the potential
Replacement Customer does not request such negotiated rates, Pipeline’s
recourse rates shall be applicable to any capacity awarded to such potential
Replacement Customer. If Pipeline denies such request, Pipeline shall notify
the potential Replacement Customer via email of the reason(s) for the denial
of the request.

24.6 Accounting Treatment.

Pipeline will establish a new sub-account to record the revenues received from any
negotiated rate transactions and shall maintain supporting information at a level of
detail that would be sufficient for Natural Gas Act Section 4 rate change filing
purposes. Pipeline will keep separate and identifiable each volume transported,
billing determinant, rate component, surcharge, and revenue associated with a
negotiated rate to permit filings in the form of Statements G, I, and J in future rate
proceedings.

24.7 Filing Requirement.

Pipeline will file, prior to the commencement of service under a negotiated rate
agreement or, for those negotiated rate agreements between Pipeline and a
Replacement Customer that incorporate a negotiated rate for usage and/or Fuel
charges flowed through to the Replacement Customer pursuant to Section 24.5(b)
above, as soon as reasonably practicable following the award of the capacity to the
Replacement Customer pursuant to Section 9.6(a) of the General Terms and
Conditions, a Statement of Negotiated Rates reflecting the Customer’s exact legal
name, rate schedule, negotiated rate, the term of the negotiated rate, quantities, points
of receipt and delivery to which the negotiated rate applies, the exact formula
underlying a negotiated rate for any negotiated rate agreement, and any other rate-
related terms that apply to the negotiated rate. Such Statement of Negotiated Rates
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also affirms that actual negotiated rate agreements do not deviate in any material
respect from the form of service agreements.

24.8 Documentation.

(a) With the exception of negotiated rates agreed upon pursuant to Section
24.5(b) above that are applicable to a temporary release of capacity, any
negotiated rate agreed to by Pipeline and Customer pursuant to this Section
24 shall be implemented by Pipeline’s completion of a pro forma Statement
of Negotiated Rates with the applicable negotiated rate-related provisions as
described in Section 24.7 herein. Pipeline shall tender such pro forma
Statement of Negotiated Rates to Customer together with a transmittal letter
for counter-execution by Customer, which transmittal letter shall have the
sole purpose of memorializing Pipeline’s and Customer’s mutual agreement
to the rate-related provisions reflected on such attached pro forma Statement
of Negotiated Rates. After execution by both Pipeline and Customer, Pipeline
shall file a Statement of Negotiated Rates with the Commission which shall
contain rate-related provisions identical to the rate-related provisions
reflected on the pro forma Statement of Negotiated Rates agreed to by
Pipeline and Customer.

(b) Upon the completion of the capacity release process set forth in Section 9 of
these General Terms and Conditions and the award of capacity on a
temporary basis to Replacement Customer(s), any negotiated rates agreed
upon and executed pursuant to Section 24.5(b) above shall be documented by
Pipeline in a Statement of Negotiated Rates filed with the Commission and
provided to the Replacement Customer(s).

24.9 Effective Date of Negotiated Rate.

Any negotiated rate agreed to pursuant to this Section 24 shall become effective only
after acceptance by the Commission; prior to such date the rate applicable to any such
service shall be the maximum recourse rate.

24.10 Effect of Negotiated Rate.

Customer, by agreeing to a negotiated rate, acknowledges that the otherwise
generally applicable maximum recourse rate(s) shall not apply or be available to
Customer for service under the applicable Service Agreement during the period for
which the negotiated rate is effective, notwithstanding any adjustment to such
generally applicable maximum recourse rate(s) which may become effective during
the period for which the negotiated rate is effective. If, at any time during the period
for which the negotiated rate is effective, Pipeline is collecting its effective maximum
recourse rate(s) subject to refund under Section 4 of the Natural Gas Act, Pipeline
shall have no refund obligation to Customer even if the final maximum recourse
rate(s) are reduced to a level below the negotiated rate. Customer’s right to receive
credits relating to Pipeline’s penalty revenue or other similar revenue, if any,
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applicable to service on Pipeline’s system shall be governed by Pipeline’s Tariff and
any applicable Commission orders and/or regulations.
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25. STANDARDS OF CONDUCT COMPLIANCE PROCEDURES

25.1 Informational Postings.

All information required to be posted pursuant to the Commission’s currently
effective Standards of Conduct regulations will be provided on Pipeline’s Internet
Web site under Informational Postings. Such information will be updated as required
by applicable regulation(s) issued by the Commission.

25.2 Complaint Procedures.

Complaints concerning Pipeline’s compliance with Pipeline’s Standards of Conduct
procedures should be communicated to Pipeline with a designation that it is a
Standards of Conduct regulation complaint and shall contain a clear and complete
statement of the nature and basis of the complaint, together with supporting
documentation, if any. Information regarding the appropriate contact personnel shall
be posted on Pipeline’s Internet Web site. Pipeline shall respond initially within
forty-eight (48) hours and in writing within thirty (30) Days to such complaints. In
the event the required date of Pipeline’s response falls on a Saturday, Sunday, or a
holiday that affects Pipeline, Pipeline shall respond by the next Business Day.
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26. FORCE MAJEURE

26.1 Relief from Liability.

Neither party shall be liable in damages to the other for any act, omission or
circumstance occasioned by or in consequence of any event that is beyond the control
of the party claiming excuse that creates, in whole or in part, an inability to perform
and which could not be prevented or overcome by the due diligence of the claiming
party (“Force Majeure”). An event of Force Majeure may include, but shall not be
limited to, acts of God, strikes, lockouts, acts of the public enemy, wars, blockades,
insurrections, riots, epidemics, landslides, land subsidence, lightning, earthquakes,
fires, storms, floods, washouts, arrests and restraints of rulers and people, civil
disturbances, explosions, breakage or accident to machinery or lines of pipe, line
freezeups, failure of third party transportation, compliance with any court order, law,
regulation or ordinance promulgated by any governmental authority having
jurisdiction, whether federal, Indian, state or local, civil or military, the necessity for
testing (as required by governmental authority or as deemed necessary for safe
operation by the testing party) and any other cause, whether of the kind herein
enumerated, or otherwise, not within the control of the party claiming suspension and
which by the exercise of due diligence such party is unable to prevent or overcome.
For the sole purpose of calculating credits to reservation charges pursuant to Section
39 of the GT&C, outages due to scheduled or routine maintenance shall not be
considered Force Majeure events.

26.2 Liabilities not Relieved.

Such causes or contingencies affecting performance by either party, however, shall
not relieve it of liability in the event of contributory negligence or misconduct or in
the event of its failure to use due diligence to remedy the situation and remove the
cause in an adequate manner and with all reasonable dispatch, nor shall such causes
or contingencies affecting performance relieve either party from its obligations to
make payments of amounts as provided in the applicable rate schedule. This Section
shall not be construed to relieve Pipeline of its obligation to credit reservation charges
to Customer in accordance with Section 39.2 of the GT&C.

26.3 Scheduling of Routine Maintenance.

Pipeline shall have the right to curtail, interrupt, or discontinue service in whole or in
part on all or a portion of its system from time to time to perform routine repair and
maintenance on Pipeline’s system as necessary to maintain the operational capability
of Pipeline’s system or to comply with applicable regulatory requirements. Pipeline
shall exercise due diligence to schedule routine repair and maintenance so as to
minimize disruptions of service to Customers and shall provide reasonable notice of
the same to Customers.
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26.4 Compliance with Directives of Governmental Agencies.

Whenever in order to comply with orders, directives or regulations of duly
constituted state, local or federal authorities, including, but not limited to, the
Department of Transportation, the Federal Energy Regulatory Commission, and the
Environmental Protection Agency, Pipeline must curtail deliveries to Customer and is
unable to deliver to Customer the quantities of Gas which Customer may then require
up to the quantities of Gas Pipeline is then obligated to deliver to Customer, Pipeline
shall not be liable in damages or otherwise to Customer or any other person or entity
for any such failure to deliver such quantities of Gas to Customer except to the extent
the orders or directives were issued as a result of negligence, undue discrimination or
willful misconduct or failure to exercise due diligence on the part of Pipeline.

26.5 Effect of Interconnecting Operations.

In the event that any upstream entity involved in handling Customer’s Gas refuses or
is unable to deliver Gas to Pipeline, Pipeline shall not be required to continue
deliveries of Gas on behalf of Customer to the extent of such refusal or inability to
deliver Gas to Pipeline. In the event that any downstream entity involved in handling
Customer’s Gas refuses or is unable to receive Gas from Pipeline, Pipeline shall have
the right to reduce deliveries of Gas on behalf of Customer to the extent of such
refusal or inability by the downstream entity to receive Gas.
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27. DISCOUNT TERMS

27.1 Any Customer desiring a discount of the maximum recourse rates for service under
Pipeline’s open-access rate schedules must submit a valid request for such discount
pursuant to the procedures of this Section 27. Upon receipt of a valid request for a
discount, Pipeline will log such request and either deny or grant such request.

27.2 If and when Pipeline discounts the rates applicable for service under any Service
Agreement under rate schedules included in Pipeline’s Tariff, the amount of any such
discount shall be accounted for as a reduction of maximum rates in the following
sequence to the extent any of the following components are included in the maximum
rate; the first item discounted shall be trackable rate components (if any), to the
extent not otherwise agreed to in approved settlements, followed by the base rate
(maximum less minimum rate and excluding all other components specified here).

27.3 In the event that Pipeline agrees to discount its maximum recourse rates under any of
its open-access rate schedules, Pipeline and Customer may agree to the types of
discounts specified herein without such discounts constituting a material deviation
from Pipeline’s pro forma service agreement. Pipeline and Customer may agree that a
specified discounted rate will apply:

(i) to specified quantities under the Service Agreement;

(ii) if specified quantities are achieved or only with respect to quantities below a
specified level;

(iii) during specified periods of the year or for a specifically defined period;

(iv) to specified points, combination of points, markets, transportation paths or
other defined geographic area(s);

(v) to reserves committed by Customer;

(vi) in a specified relationship to the quantities actually delivered (i.e., that the
reservation charge will be adjusted in a specified relationship to quantities
actually delivered);

(vii) so that the applicable rate may be adjusted in the following manner: when one
rate component, which was equal to or within the applicable maximum and
minimum recourse rates at the time Customer received Pipeline’s
confirmation pursuant to Section 27.5 below specifying the terms of the
discount, subsequently exceeds the applicable maximum recourse rate or is
below the applicable minimum recourse rate, so that such rate component
must be adjusted downward or upward to equal the new applicable maximum
or minimum recourse rate, then other rate components may be adjusted
upward or downward to achieve the agreed-upon overall rate, so long as none
of the resulting rate components exceed the maximum recourse rate or are
below the minimum recourse rate applicable to the rate component (such
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changes to rate components shall be applied prospectively, commencing with
the date a Commission order accepts revised Statements of Rates; however,
nothing contained herein shall be construed to alter a refund obligation under
applicable law for any period during which rates which had been charged
under a discount agreement exceeded rates which ultimately are found to be
just and reasonable); and/or

(viii) based upon published index prices for specific Points of Receipt and/or
Delivery or other agreed-upon published pricing reference points for price
determination (such discounted rate may be based upon a single published
index price or the differential between published index prices or arrived at by
formula; provided that the discounted rate shall not change the underlying
rate design, shall not include any minimum bill or minimum take obligation,
and shall define the rate component to be discounted).

Notwithstanding the foregoing, no discounted rate shall be less than the applicable
minimum rate.

27.4 In the event that Pipeline rejects Customer’s request for a discounted rate, Pipeline
shall notify Customer of the reason for such rejection.

27.5 The terms of any discount request granted by Pipeline pursuant to this Section 27
shall be transmitted to Customer by Pipeline.

27.6 If Pipeline’s recourse rates are subject to refund at any time during the effectiveness
of a Discount Confirmation, with respect to the applicable discounted rate, Customer
shall be entitled to refunds of payments made by Customer only in the event that the
final, non-appealable maximum recourse rate, whether usage-based or reservation-
based, as determined by the Commission for a given time period is lower than the
rate actually paid by Customer during such time period. Subject to the condition
precedent set forth in the immediately preceding sentence, Customer’s principal
refund amount shall be equal to (i) with respect to usage-based rates, the product of
(aa) the positive difference between the final, non-appealable maximum recourse rate
and the discounted rate, and (bb) the quantities of Gas delivered to Customer, or for
Customer’s account, during the refund period; and (ii) with respect to reservation-
based rates, the product of (cc) the positive difference between the final, non-
appealable maximum recourse rate and the discounted rate, (dd) the MDQ covered by
the discounted rate, and (ee) the number of Months in the refund period (partial
Months shall be prorated for the number of Days in the Month that fall within the
refund period and a discounted rate that is not a Monthly rate shall be adjusted for
purposes of this calculation to reflect the Monthly equivalent of the rate).
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28. DISCRETIONARY WAIVERS

Pipeline may waive any of its rights hereunder or any obligations of Customer on a basis that
is not unduly discriminatory; provided that no waiver by either Customer or Pipeline of any
one or more defaults by the other in the performance of any provision of the Service
Agreement between Customer and Pipeline shall operate or be construed as a waiver of any
future default or defaults, whether of a like or of a different character.
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29. DESCRIPTIVE HEADINGS

The descriptive headings of the provisions of this Tariff are formulated and used for
convenience only and shall not be deemed to affect the meaning or construction of any of
such provisions.
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30. GOVERNMENTAL REGULATIONS

The Service Agreement, and all terms and provisions contained or incorporated therein, and
the respective obligations of the parties thereunder are subject to valid laws, orders, rules and
regulations of duly constituted authorities having jurisdiction.
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31. REPORTS WITH RESPECT TO TARIFF

31.1 Fuel Reimbursement Quantity. On an annual basis, Pipeline files its Fuel Retainage
Quantity (“FRQ”) report in accordance with Section 20 of the GT&C. The FRQ
report contains: (1) the revised FRP and L&U Percentage for the 12-month period
beginning in November and (2) workpapers supporting the revised Fuel requirements.

31.2 Penalty Revenue Crediting. On an annual basis, Pipeline files its annual report on
penalty revenue, in accordance with Section 33 of the GT&C, showing all penalty
revenue collected, net of costs, during each annual period, and the manner in which
such revenue was distributed among Customers.

31.3 Contact Information. All contact with respect to the reports submitted pursuant to this
Section 31 should be made to:

[NAME]
[TITLE]
PennEast Pipeline Company, LLC
[ADDRESS]
[ADDRESS]
Telephone: ( ) -
Facsimile: ( ) -
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32. NORTH AMERICAN ENERGY STANDARDS BOARD (“NAESB”)

Pipeline has adopted all of the Business Practices and Electronic Communication Standards,
NAESB WGQ Version 2.0, which are required by the Commission in 18 C.F.R. Section
284.12(a), as indicated below. Standards without accompanying identification or notations
are incorporated by reference. Standards that are not incorporated by reference are identified
along with the tariff record in which they are located. Standards for which waivers or
extensions of time have been granted are also identified.

Standards not Incorporated by Reference and their Location in Tariff:

Pursuant to NAESB’s Copyright Procedure Regarding Member and Purchaser Self-
Executing Waiver as adopted by the NAESB Board of Directors on April 4, 2013, Pipeline
may publish in its tariff, compliance filings, in communications with customers or
stakeholders in conducting day to day business or in communications with regulatory
agencies some or all of the language contained in NAESB standards protected by copyright,
provided that Pipeline includes appropriate citations in the submission.

Pipeline has elected to reproduce only the following Business Practices and Electronic
Communications Standards, NAESB WGQ Version 2.0, that are protected by NAESB’s
copyright. With respect to each reproduced standard, Pipeline incorporates the following:
© 1996 - 2010 NAESB, all rights reserved.

NAESB
WGQ

Tariff Record

Standard (Part 6 - General Terms and
Conditions unless otherwise specified)

Section

Nominations Related Standards:
1.2.14 1. Definitions 1
1.2.15 1. Definitions 1
1.2.16 1. Definitions 1
1.2.17 1. Definitions 1
1.3.1 1. Definitions 1
1.3.2 (i) 5. Service Nomination Procedure 5.2 (a)
1.3.2 (ii) 5. Service Nomination Procedure 5.2(b)
1.3.2 (iii) 5. Service Nomination Procedure 5.2(c)
1.3.2 (iv) 5. Service Nomination Procedure 5.2(d)
1.3.2 (v) 5. Service Nomination Procedure 5.4(e)
1.3.5 5. Service Nomination Procedure 5.1(a)
1.3.6 5. Service Nomination Procedure 5.3(b)
1.3.7 5. Service Nomination Procedure 5.1(a)
1.3.9 5. Service Nomination Procedure 5.1(a), 5.3(b),5.3(c)
1.3.13 5. Service Nomination Procedure 5.3(b), 5.3(c)
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Flowing Gas Related Standards
2.2.1 1. Definitions 1
2.2.2 1. Definitions 1
2.2.3 1. Definitions 1
2.3.9 14. Measurement & Measurement Equipment 14.1(b)
2.3.14 15. Invoices and Payments 15.5(a)
2.3.16 7. Interconnecting Facility Gas Flow Allocation

Methods
7.4

2.3.18 7. Interconnecting Facility Gas Flow Allocation
Methods

7.4

2.3.26 15. Invoices and Payments 15.5(b)
2.3.40 11. Balancing 11.4
2.3.41 11. Balancing 11.4
2.3.42 11. Balancing 11.4
2.3.43 11. Balancing 11.4
2.3.44 11. Balancing 11.4
2.3.45 11. Balancing 11.4
2.3.46 11. Balancing 11.4
2.3.47 11. Balancing 11.4
2.3.49 11. Balancing 11.4

Invoicing Related Standards
3.2.1 1. Definitions 1
3.3.15 15. Invoices and Payments 15.5(c)
3.3.17 15. Invoices and Payments 15.2
3.3.18 15. Invoices and Payments 15.2
3.3.19 15. Invoices and Payments 15.4

Capacity Release Related Standards
5.2.3 1. Definitions 1
5.2.4 1. Definitions 1
5.2.5 1. Definitions 1
5.3.1 9. Capacity Release 9.3
5.3.2 9. Capacity Release 9.3(a)(1), 9.3(a)(2),

9.4(b)
5.3.3 9. Capacity Release 9.3(a)(3), 9.2(a)(10)
5.3.4 9. Capacity Release 9.5(d)(4)
5.3.7 9. Capacity Release 9.6(b)(6)
5.3.8 9. Capacity Release 9.2(a)(3)
5.3.11 9. Capacity Release 9.4(b)
5.3.12 9. Capacity Release 9.3
5.3.13 9. Capacity Release 9.6(c)
5.3.14 9. Capacity Release 9.6(b)(7)
5.3.15 9. Capacity Release 9.6(c)
5.3.16 9. Capacity Release 9.6(b)(7)
5.3.18 2. Electronic Communication 2.6
5.3.24 9. Capacity Release 9.3
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5.3.25 9. Capacity Release 9.2(a)(13)
5.3.26 9. Capacity Release 9.2(a)(9)
5.3.27 9. Capacity Release 9.2(a)(22)
5.3.28 9. Capacity Release 9.2(a)(5)
5.3.44 9. Capacity Release 9.6(b)(4)
5.3.45 9. Capacity Release 9.6(b)(4)
5.3.48 9. Capacity Release 9.6(b)(4)
5.3.49 9. Capacity Release 9.6(b)(4)
5.3.50 9. Capacity Release 9.2(a)(16)
5.3.51 9. Capacity Release 9.2(a)(3)
5.3.53 9. Capacity Release 9.6(b)(6)
5.3.54 9. Capacity Release 9.6(b)(6)
5.3.55 9. Capacity Release 9.6(b)(5)
5.3.56 9. Capacity Release 9.6(b)(5)
5.3.57 9. Capacity Release 9.6(b)(5)
5.3.58 9. Capacity Release 9.6(b)(5)
5.3.59 9. Capacity Release 9.5(f)
5.3.60 9. Capacity Release 9.10
5.3.62 9. Capacity Release 9.12(a)
5.3.62a 9. Capacity Release 9.12(b)
5.3.63 9. Capacity Release 9.12(c)
5.3.64 9. Capacity Release 9.12(d)
5.3.65 9. Capacity Release 9.12(e)
5.3.66 9. Capacity Release 9.12(f)
5.3.67 9. Capacity Release 9.12(g)
5.3.68 9. Capacity Release 9.12(h)
5.3.69 9. Capacity Release 9.12(i)

Standards Incorporated by Reference
Additional Standards:

General

Standards:
0.3.1, 0.3.2, 0.3.16, 0.3.17

Creditworthiness

Standards:
0.3.3, 0.3.4, 0.3.5, 0.3.6, 0.3.7, 0.3.8, 0.3.9, 0.3.10

Gas/Electric Operational Communications

Definitions:
0.2.1, 0.2.2, 0.2.3, 0.2.4

Standards:
0.3.11, 0.3.12, 0.3.13, 0.3.14, 0.3.15



PennEast Pipeline Company, LLC Part 6 - General Terms and Conditions
FERC Gas Tariff 32. North American Energy Standards Board
Original Volume No. 1 Version 0.0.0

Page 4 of 6

Issued on:
Effective on:

Operating Capacity and Unsubscribed:

Standards:
0.3.18, 0.3.19, 0.3.20, 0.3.21, 0.3.22

Sets:
0.4.2, 0.4.3

Storage Information

Data Sets:
0.4.1

Nominations Related Standards:

Definitions:
1.2.1, 1.2.2, 1.2.3, 1.2.4, 1.2.5, 1.2.6, 1.2.8, 1.2.9, 1.2.10, 1.2.11,
1.2.12, 1.2.13, 1.2.18, 1.2.19

Standards:
1.3.2(vi), 1.3.3, 1.3.4, 1.3.8, 1.3.11, 1.3.14, 1.3.15, 1.3.16, 1.3.17,
1.3.18, 1.3.19, 1.3.20, 1.3.21, 1.3.22, 1.3.23, 1.3.24, 1.3.25, 1.3.26,
1.3.27, 1.3.28, 1.3.29, 1.3.30, 1.3.31, 1.3.32, 1.3.33, 1.3.34, 1.3.35,
1.3.36, 1.3.37, 1.3.38, 1.3.39, 1.3.40, 1.3.41, 1.3.42, 1.3.43, 1.3.44,
1.3.45, 1.3.46, 1.3.47, 1.3.48, 1.3.49, 1.3.50, 1.3.51, 1.3.52, 1.3.53,
1.3.54, 1.3.55, 1.3.56, 1.3.57, 1.3.58, 1.3.59, 1.3.60, 1.3.61, 1.3.62,
1.3.63, 1.3.64, 1.3.65, 1.3.66, 1.3.67, 1.3.68, 1.3.69, 1.3.70, 1.3.71,
1.3.72, 1.3.73, 1.3.74, 1.3.75, 1.3.76, 1.3.77, 1.3.79, 1.3.80

Data Sets:
1.4.1, 1.4.2, 1.4.3, 1.4.4, 1.4.5, 1.4.6, 1.4.7

Flowing Gas Related Standards:

Definitions:
2.2.4, 2.2.5

Standards:
2.3.1, 2.3.2, 2.3.3, 2.3.4, 2.3.5, 2.3.6, 2.3.7, 2.3.8, 2.3.10, 2.3.11,
2.3.12, 2.3.13, 2.3.15, 2.3.17, 2.3.19, 2.3.20, 2.3.21, 2.3.22, 2.3.23,
2.3.25, 2.3.27, 2.3.28, 2.3.29, 2.3.30, 2.3.31, 2.3.32, 2.3.33, 2.3.34,
2.3.35, 2.3.48, 2.3.50, 2.3.51, 2.3.52, 2.3.53, 2.3.54, 2.3.55, 2.3.56,
2.3.57, 2.3.58, 2.3.59, 2.3.60, 2.3.61, 2.3.62, 2.3.63, 2.3.64, 2.3.65

Data Sets:
2.4.1, 2.4.2, 2.4.3, 2.4.4, 2.4.5, 2.4.6, 2.4.7, 2.4.8, 2.4.9, 2.4.10,
2.4.11, 2.4.12, 2.4.13, 2.4.14, 2.4.15, 2.4.16, 2.4.17, 2.4.18
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Invoicing Related Standards:

Standards:
3.3.1, 3.3.2, 3.3.3, 3.3.4, 3.3.5, 3.3.6, 3.3.7, 3.3.8, 3.3.9, 3.3.10,
3.3.11, 3.3.12, 3.3.13, 3.3.14, 3.3.16, 3.3.20, 3.3.21, 3.3.22, 3.3.23,
3.3.24, 3.3.25, 3.3.26

Data Sets:
3.4.1, 3.4.2, 3.4.3, 3.4.4

Quadrant Electronic Delivery Mechanism Standards:

Definitions:
4.2.1, 4.2.2, 4.2.3, 4.2.4, 4.2.5, 4.2.6, 4.2.7, 4.2.8, 4.2.9, 4.2.10,
4.2.11, 4.2.12, 4.2.13, 4.2.14, 4.2.15, 4.2.16, 4.2.17, 4.2.18, 4.2.19,
4.2.20

Standards:
4.3.1, 4.3.2, 4.3.3, 4.3.5, 4.3.16, 4.3.17, 4.3.18, 4.3.20, 4.3.22, 4.3.23,
4.3.24, 4.3.25, 4.3.26, 4.3.27, 4.3.28, 4.3.29, 4.3.30, 4.3.31, 4.3.32,
4.3.33, 4.3.34, 4.3.35, 4.3.36, 4.3.38, 4.3.39, 4.3.40, 4.3.41, 4.3.42,
4.3.43, 4.3.44, 4.3.45, 4.3.46, 4.3.47, 4.3.48, 4.3.49, 4.3.50, 4.3.51,
4.3.52, 4.3.53, 4.3.54, 4.3.55, 4.3.56, 4.3.57, 4.3.58, 4.3.59, 4.3.60,
4.3.61, 4.3.62, 4.3.65, 4.3.66, 4.3.67, 4.3.68, 4.3.69, 4.3.72, 4.3.73,
4.3.74, 4.3.75, 4.3.76, 4.3.78, 4.3.79, 4.3.80, 4.3.81, 4.3.82, 4.3.83,
4.3.84, 4.3.85, 4.3.86, 4.3.87, 4.3.89, 4.3.90, 4.3.91, 4.3.92, 4.3.93,
4.3.94, 4.3.95, 4.3.96, 4.3.97, 4.3.98, 4.3.99, 4.3.100, 4.3.101, 4.3.102

Capacity Release Related Standards:

Definitions:
5.2.1, 5.2.2

Standards:
5.3.5, 5.3.9, 5.3.10, 5.3.19, 5.3.20, 5.3.21, 5.3.22, 5.3.23, 5.3.29, ,
5.3.31, 5.3.32, 5.3.33, 5.3.34, 5.3.35, 5.3.36, 5.3.37, 5.3.38, 5.3.39,
5.3.40, 5.3.41, 5.3.42, 5.3.46, 5.3.47, 5.3.52, 5.3.70, 5.3.71, 5.3.72

Data Sets:
5.4.14, 5.4.15, 5.4.16, 5.4.17, 5.4.20, 5.4.21, 5.4.22, 5.4.23, 5.4.24,
5.4.25, 5.4.26, 5.4.27

Contracts Related Standards:
6.3.3 (EDI Trading Partner Agreement)
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Internet Electronic Transfer Related Standards:

Definitions:
10.2.1, 10.2.2, 10.2.3, 10.2.4, 10.2.5, 10.2.6, 10.2.7, 10.2.8, 10.2.9,
10.2.10, 10.2.11, 10.2.12, 10.2.13, 10.2.14, 10.2.15, 10.2.16, 10.2.17,
10.2.18, 10.2.19, 10.2.20, 10.2.21, 10.2.22, 10.2.23, 10.2.24, 10.2.25,
10.2.26, 10.2.27, 10.2.28, 10.2.29, 10.2.30, 10.2.31, 10.2.32, 10.2.33,
10.2.34, 10.2.35, 10.2.36, 10.2.37, 10.2.38

Standards:
10.3.1, 10.3.3, 10.3.4, 10.3.5, 10.3.6, 10.3.7, 10.3.8, 10.3.9, 10.3.10,
10.3.11, 10.3.12, 10.3.14, 10.3.15, 10.3.16, 10.3.17, 10.3.18, 10.3.19,
10.3.20, 10.3.21, 10.3.22, 10.3.23, 10.3.24, 10.3.25, 10.3.26, 0.3.27

Standards for which Waiver of Extension of Time to Comply have been granted:

NAESB WGQ Standard No. Waiver or Extension of Time
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33. PENALTY REVENUE DISTRIBUTION

33.1 Subject to the further provisions of this Section 33, Pipeline shall distribute annually,
in October invoices, all penalty revenue collected, net of costs, during each annual
period, to eligible Customers. Each annual period shall consist of a twelve (12)
Month period ending July 31. For each Month during each annual period, Pipeline
shall determine the Customers that have not incurred in that Month any of the
penalties under a specific Tariff provision subject to distribution pursuant to this
section and, therefore, are eligible to share in the penalty revenue collected in that
Month pursuant to that Tariff provision. In the event there are no eligible Customers
to share in the penalty revenue collected in that Month, the amount collected will be
carried forward and included in the penalty revenue amount to be shared in the next
Month. Within 90 days following each annual period, Pipeline shall file a penalty
revenue distribution report with the Commission, which will be served on interested
parties and interested state commissions.

33.2 Eligible Customers will share in all penalty revenue collected from all Customers for
that the applicable Month based on each respective eligible Customer’s scheduled
deliveries during the applicable Month as a percentage of the total scheduled
deliveries of all eligible Customers during such Month.

33.3 Any revenue collected and retained by Pipeline shall accrue interest calculated
pursuant to Section 154.501(d) of the Commission’s regulations.
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34. OFF-SYSTEM PIPELINE CAPACITY

From time to time, Pipeline may enter into transportation and/or storage agreements with
other interstate or intrastate pipeline companies (“off-system pipeline”). In the event that
Pipeline acquires capacity on an off-system pipeline, Pipeline will use such capacity for
operational reasons and will only render service to Customers on the acquired capacity
pursuant to Pipeline’s Tariff and subject to Pipeline’s approved rates, as such Tariff and rates
may change from time to time. For purposes of transactions entered into subject to this
Section 34, the “shipper must have title” requirement is waived.
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35. ASSIGNMENTS

Any Company which succeeds by purchase, merger, or consolidation to the properties,
substantially as an entirety, of Customer or of Pipeline will be entitled to the rights and will
be subject to the obligations of its predecessor in title under a Service Agreement. Either
Customer or Pipeline may assign or pledge such Service Agreement under the provisions of
any mortgage, deed of trust, indenture, bank credit agreement, assignment, receivable sale, or
similar instrument which it has executed or may execute hereafter. Except as set forth above,
neither Customer nor Pipeline shall assign such Service Agreement or any of its rights
thereunder without the prior written consent of the other party, which shall not be
unreasonably withheld; provided, however, that neither Customer nor Pipeline shall be
released from its obligations thereunder without the consent of the other. In addition,
Customer may assign its rights to capacity pursuant to Section 9 of the GT&C.
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36. HOURLY FLOWS

36.1 Unless otherwise agreed, Customer shall deliver, or cause to be delivered and
Pipeline shall receive at each Point of Receipt, Gas at uniform rates over a twenty-
four (24) hour period to the extent practicable. Unless otherwise agreed, Pipeline
shall deliver and Customer shall receive, or cause to be received at each Point of
Delivery, Gas at uniform rates over a twenty-four (24) hour period to the extent
practicable. In addition, Pipeline may in its sole discretion, on a not unduly
discriminatory basis, deliver to Customer(s), on an interruptible basis and with no
additional charge for the additional hourly flexibility, Gas at hourly flows rates in
excess of uniform hourly rates so long as such excess hourly flows do not adversely
affect Pipeline’s ability to meet other scheduled firm and interruptible services or
otherwise affect the safe and reliable operation of Pipeline’s system.

36.2 Pipeline shall recognize that the parties may be unable to control exactly the
quantities of Gas received and delivered on any Day and that the quantities received
by Pipeline may vary from the quantities delivered on any Day. Such variations shall
be kept to a minimum and shall be balanced as soon as practicable. Customer and
Pipeline shall manage the receipts and deliveries so that the difference between
receipt quantities and delivery quantities shall be kept as near zero as practicable,
taking into account the applicable Fuel Retainage Quantity and other deductions.
Further, Pipeline shall be under no obligation to accept from Customer Gas in excess
of the scheduled amount for the Point of Receipt for that Day.
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37. NONRECOURSE OBLIGATION OF PIPELINE’S MEMBERS AND OPERATOR

Pipeline is a Delaware limited liability company. Customer shall have no recourse against
any member of Pipeline with respect to Pipeline’s obligations under a Service Agreement.
Customer’s sole recourse shall be against the assets and revenues of Pipeline, irrespective of
any failure to comply with applicable law or any provision of such Service Agreement.
Customer shall have no claim against any member of Pipeline under or in connection with
such Service Agreement. Customer shall have no claim against the Operator, its officers,
employees, and agents, under or in connection with such Service Agreement and the
performance of its duties as Operator (provided that this shall not bar claims resulting from
the gross negligence, undue discrimination or willful misconduct of the Operator) and
Customer shall provide the Operator with a waiver of subrogation of Customer’s insurance
company for all such claims. The foregoing requirements are set forth expressly for the
benefit of the members in Pipeline and the Operator.
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38. NON-CONFORMING SERVICE AGREEMENTS

The following service agreements are being listed in accordance with Section 154.112(b) of
the Commission’s regulations. This list of agreements will be updated to reflect new
agreements containing material, non-conforming provisions.

Customer Name
Contract
Number

Rate
Schedule

Primary Term
Begin Date
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39. RESERVATION CHARGE CREDITING

39.1 Reservation Charge Crediting for Non-Force Majeure Events.

Except as provided in Section 39.3 of the GT&C, with respect to each Day on which
there is an outage or other event that is not due to a Force Majeure event that results
in Pipeline failing to deliver on such Day the quantity of Gas that Customer has
nominated in accordance with Section 5 of these General Terms and Conditions and
that qualifies for scheduling at the priority described in Section 6.1(a) of the GT&C,
Pipeline shall credit the Customer’s next monthly bill by an amount equal to the
product of the applicable daily Reservation Rate as set forth in the Statements of
Rates multiplied by, as applicable:

(i) If Pipeline has not given advance notice of the unavailability of service prior
to the Timely Nomination Cycle for the Day, the lesser of: (a) the applicable
quantity of Gas that Pipeline has failed to deliver which qualified for
scheduling at the priority described in Section 6.1(a) of the GT&C for
Customer’s account on such Day or (b) the applicable firm contractual
entitlement under Customer’s service agreement minus the quantity of Gas
delivered by Pipeline for Customer under such service agreement on such
Day; or

(ii) If Pipeline gives seven (7) days or less advance notice of the unavailability of
service prior to the Timely Nomination Cycle for the applicable Day, the
lesser of: (a) the average daily quantity that qualified for scheduling at the
priority described in Section 6.1(a) of the GT&C and that was scheduled and
confirmed for Customer’s account at the applicable point(s) of restriction for
the seven (7)-Day period immediately preceding the Day on which the outage
or other event that results in Pipeline failing to deliver a quantity of Gas to the
Customer first occurred minus the quantity of Gas delivered by Pipeline for
Customer’s account on such Day and (b) the applicable firm contractual
entitlement under Customer’s service agreement minus the quantity of Gas
delivered by Pipeline for Customer under such service agreement on such
Day; or

(iii) If Pipeline gives more than seven (7) Days’ advance notice of the
unavailability of service, the lesser of: (a) the average daily quantity that
qualified for scheduling at the priority described in Section 6.1(a) of these
General Terms and Conditions and that was scheduled and confirmed for
Customer’s account at the applicable point(s) of restriction in the previous
calendar year for the same calendar days as the outage or other event that
results in Pipeline failing to deliver a quantity of Gas to the Customer; such
average daily quantity to be adjusted up or down pro rata based on any
increase or decrease in the Customer’s firm contractual entitlements at such
point(s) of restriction during the twelve month-period ending on the last day
of such outage or other event, minus the quantity of Gas delivered by Pipeline
for Customer’s account on such Day and (b) the applicable firm contractual
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entitlement under Customer’s service agreement minus the quantity of Gas
delivered by Pipeline for Customer under such service agreement on such
Day. In the event that the applicable firm contractual entitlements under
Customer’s service agreement at such point(s) of restriction were zero during
the relevant days of the previous calendar year, this Section 39.1(iii) shall not
apply and the calculation described in Section 39.1(ii) above shall be utilized
for such service agreement.

Such reservation charge crediting shall be discounted in the case of an executed
service agreement containing a discounted reservation rate in the same proportion
such reservation rate is discounted from the maximum monthly Reservation Rate,
and, with respect to an executed service agreement containing a negotiated
reservation rate, the reservation charge crediting shall use the daily equivalent of the
negotiated reservation rate.

To calculate the reservation charge credit for a Customer who is a Replacement
Customer pursuant to Section 9 of the GT&C whose service was affected by a non-
Force Majeure event, Pipeline shall multiply the volumes determined in accordance
with this Section 39.1 by the lesser of the daily reservation rate applicable to the
Replacement Customer and the daily reservation rate applicable to the original
Releasing Customer.

Notwithstanding the foregoing, with respect to a particular outage or event, this
Section 39.1 does not apply on Days when Section 39.2 of the GT&C applies.

39.2 Reservation Charge Crediting for Force Majeure Events.

Except as provided in Section 39.3 of the GT&C, with respect to each Day on which
there is an outage or other event due to a Force Majeure event that results in Pipeline
failing to deliver on such Day the quantity of Gas that Customer has nominated in
accordance with Section 5 of the GT&C and that qualifies for scheduling at the
priority described in Section 6.1(a) of the GT&C, Pipeline shall credit to Customer
the applicable daily Reservation Rate; provided, however Pipeline shall not be
obligated to credit Customer’s bill for the first ten (10) Days of such outage or other
event, and following such ten (10)-Day period, Customer’s next monthly bill shall be
credited pursuant to the mechanism described in Section 39.1 of the GT&C.

39.3 Exceptions to Reservation Charge Crediting.

Notwithstanding any other provision in Pipeline’s Tariff, in no event shall Customer
be entitled to a credit to its reservation charge for Pipeline’s failure to deliver any
quantity of Gas as contemplated under this Section 39:

(i) due solely to the conduct of Customer, including, without limitation, the
refusal to accept delivery of any quantity of Gas that Pipeline has made
available for delivery other than for reasons permitted under the Tariff or the
violation by Customer of an OFO that is in effect during the outage or other
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event that results in Pipeline failing to deliver any quantity of Gas to the
Customer;

(ii) due solely to the violation by Customer of an OFO and such violation causes
a Force Majeure event resulting in the outage;

(iii) due directly to the conduct of the upstream operator of the facilities at the
applicable Point(s) of Receipt, including, without limitation, the refusal to
deliver any quantity of Gas into Pipeline that Pipeline was available to
receive, as long as such conduct was outside the control of Pipeline;

(iv) due directly to the conduct of the downstream operator of the facilities at the
applicable Point(s) of Delivery, including, without limitation, the refusal to
receive any quantity of Gas from Pipeline that Pipeline has made available for
delivery as long as such conduct was outside the control of Pipeline;

(v) due to the installation of new facilities that are designed, in whole or in part,
to provide service to Customer;

(vi) due to scheduled work on Pipeline’s facilities if Pipeline and Customer have
mutually coordinated the timing of the scheduled work and the work is
performed in accordance with that schedule;

(vii) that occurs at a time when Customer was unable to take the scheduled
quantities for any reason including, without limitation, a Customer outage,
whether planned or unplanned;

(viii) that was allocated or scheduled during any subsequent nomination cycle to or
from a secondary location after the Timely Cycle restrictions;

(ix) if Customer subsequently schedules and accepts at an alternative point of
delivery the quantity of Gas that Pipeline was unable to deliver;

(x) to the extent Pipeline is able to restore service during the affected Day and
Customer fails to re-submit its nomination in a later cycle, unless, after
receiving notice of Pipeline’s interruption, Customer either has nominated
and been scheduled service on another pipeline or has made alternative
arrangements for delivery of such Gas as a result of Pipeline’s non-Force
Majeure interruption of service, and provided verification of such
arrangements to Pipeline; or

(xi) if Customer is provided service pursuant to a negotiated rate agreement
executed after November 1, 2017, or any successor negotiated rate agreement
thereto, and such agreement does not explicitly require reservation charge
credits.
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40. PERMITTED SHARING OF NON-PUBLIC INFORMATION

Pursuant to FERC Order No. 787 and subject to the requirements of FERC Order No. 787,
Pipeline shall have the right to share, from time to time on a voluntary basis, non-public
operational information with an Independent System Operator, Regional Transmission
Organization or public utility that owns, operates, or controls facilities used for transmission
of electric energy in interstate commerce (collectively “Electric Transmission Operator”) for
the purpose of promoting reliable service or operational planning on either the Pipeline’s or
Electric Transmission Operator’s system. Pipeline’s primary point of contact and the
protocols for the sharing of such non-public information will be provided to each Electric
Transmission Operator in Pipeline’s service territory. All such sharing of non-public
operational or planning information will be in accordance with those protocols. A list of the
Electric Transmission Operators who have agreed to the protocols will be maintained on
Pipeline’s Web site.
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FORM OF SERVICE AGREEMENT
FOR RATE SCHEDULE FTS

Date: ____________________, Contract No.

SERVICE AGREEMENT

THIS AGREEMENT entered into as of the ____ day of __________, 20___, by and between PennEast
Pipeline Company, LLC, a Delaware limited liability company, hereinafter referred to as “PennEast,” and
_________________, hereinafter referred to as “Customer.”

WHEREAS, [this and an additional clause(s) may be included to describe the historical or factual context
of the Agreement, to describe or identify a precedent agreement, and any other agreements if applicable,
between PennEast and Customer related to the Agreement, and/or to describe or define the facilities
necessary to provide service under the Agreement, and will not include binding consideration.]

[In the event that the capacity was awarded as Interim Capacity pursuant to Section 4.1(d) of the
General Terms and Conditions of PennEast’s Tariff, the following language will be included as a
Whereas clause in Customer’s Agreement: “The service provided to Customer under this Agreement
will utilize capacity that was acquired by Customer as Interim Capacity pursuant to the provisions of
Section 4.1(d) of the General Terms and Conditions of PennEast’s Tariff.”]

NOW THEREFORE, in consideration of the premises and of the mutual covenants herein contained
PennEast and Customer agree as follows:

ARTICLE I
TRANSPORTATION SERVICE

1. PennEast’s service hereunder shall be subject to receipt of all requisite regulatory authorizations
from the Federal Energy Regulatory Commission (“Commission”), or any successor regulatory
authority, and any other necessary governmental authorizations, in a manner and form
acceptable to PennEast.

2. Subject to the terms and provisions of this Agreement, Customer may on any Gas Day cause
Gas to be Tendered to PennEast at the Point(s) of Receipt up to Customer’s Maximum Daily
Quantity (“MDQ”) plus PennEast’s applicable fuel and lost and unaccounted for (“L&U”) Gas
retention quantities, and PennEast agrees to Tender Equivalent Quantities of Gas (less
applicable retained fuel and L&U) to or for the account of Customer, on a firm basis, at the
Point(s) of Delivery.

3. If requested by Customer, PennEast may provide Transportation Service for daily quantities in
excess of the Customer’s MDQ if PennEast can do so without adverse effect on the operation of
PennEast’s system or PennEast’s ability to meet all higher priority obligations.

ARTICLE II
POINTS OF RECEIPT/DELIVERY

1. On each Day during the term specified in Article III,

a. Customer shall deliver or cause to be delivered Gas nominated hereunder plus
PennEast’s Transportation Use as applicable, at the Point(s) of Receipt. PennEast
agrees to accept on a firm basis the quantity nominated by Customer at the Point(s) of
Receipt up to Customer’s MDQ, plus PennEast’s Transportation Use quantity;
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b. PennEast shall transport Customer’s nominated quantity of Gas on a firm basis from the
Point(s) of Receipt to the Point(s) of Delivery; and

c. PennEast shall tender to or for the account of Customer, on a firm basis at the Point(s) of
Delivery, Equivalent Quantities of Gas to the quantity nominated by Customer at the
Point(s) of Receipt.

2. The Primary Point(s) of Receipt and Primary Point(s) of Delivery are identified in Appendix 1.
Customer shall have the ability to utilize secondary points of receipt or delivery in accordance
with the terms of PennEast’s FERC Gas Tariff.

ARTICLE III
TERM OF AGREEMENT

1. [This Agreement shall be effective as of the date first above written and shall remain in effect for a
primary term commencing] [This Agreement shall be effective on] ________________[this blank
may include a date certain, a date either earlier or later than a specified date certain based on the
completion of construction of facilities necessary to provide service under the Agreement, a date
set forth in or established by a relevant order from the Federal Energy Regulatory Commission or
a commencement date as defined in a precedent agreement between Customer and PennEast]
and shall continue for a term ending on and including __________ [or, when applicable, shall
continue for a term of _______ years], and from year to year thereafter [In the event that the
capacity was awarded as Interim Capacity pursuant to Section [ ] of PennEast’s Tariff,
the following phrase will be included in Customer’s Agreement: “,but in no event beyond
_________,”] unless terminated by either Party upon the provision of one (1) year prior written
notice.

2. If this Agreement qualifies as a "ROFR Agreement" as defined in the General Terms and
Conditions of PennEast’s Tariff, the provision of a termination notice by either Customer or
PennEast, pursuant to the preceding paragraph or the expiration of this Agreement of its own
terms triggers Customer’s right of first refusal under Section [ ] of the General Terms and
Conditions of PennEast’s Gas Tariff.

[In the event that the capacity was awarded as Interim Capacity pursuant to Section [ ] of
the General Terms and Conditions of PennEast’s Tariff, the previous paragraph will be
replaced with the following language: “This Agreement does not qualify as a ROFR
Agreement, as such term is defined in Section 1 of the General Terms and Conditions of
PennEast’s Tariff.”]

3. [Rollover Right: Customer shall have the one-time unilateral right, exercisable by written notice to
PennEast at any time not less than twelve (12) months before the end of the Primary Term, to
extend the term of the Agreement, including the rates assessed thereunder, for a period of not
less than twelve (12) months and not more than sixty (60) months, which period shall begin on
the first day immediately following the expiration of the Primary Term.]

ARTICLE IV
RATE SCHEDULE AND CHARGES

1. Each Month, Customer shall pay PennEast for the service hereunder an amount determined in
accordance with PennEast’s Rate Schedule FTS, Customer’s Discounted Rate, or Customer’s
Negotiated Rate, as applicable, and the applicable provisions of the General Terms and
Conditions of PennEast’s FERC Gas Tariff, as filed with the Commission. Section IV of Appendix
1 hereto sets forth the applicable information as follows, which shall be utilized for transactions
hereunder:
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a. Rates and Charges

b. Additional charges which are applicable.

When the level of any additional charges is changed pursuant to Commission authorization or
direction, PennEast may unilaterally effect an amendment to Appendix 1 to reflect such change(s)
by so specifying in a written communication to Customer.

2. It is further agreed that PennEast may seek authorization from the Commission and/or other
appropriate regulatory body for changes to rates, terms and conditions set forth in Rate Schedule
FTS or in the General Terms and Conditions of PennEast’s FERC Gas Tariff. Nothing herein
contained shall be construed to deny Customer any rights it may have under the Natural Gas Act,
as amended, including the right to participate fully in such rate or tariff change proceedings by
intervention or otherwise to contest PennEast’s filing in whole or in part.

ARTICLE V
NOTICE

Except as may be otherwise provided, any notice, request, demand, statement or bill provided for in this
Agreement or any notice which a party may desire to give the other shall be in writing delivered
personally, sent by facsimile (with transmission confirmation by sender’s machine), sent by electronic mail
(with confirmation by recipient), sent by reliable delivery service (e.g., FedEx, UPS), or mailed by regular
mail, effective as of the postmark date, to the post office address of the party intended to receive the
same, as the case may be, as follows:

PennEast: PennEast Pipeline Company, LLC
[Address]

Attention: [Commercial Operations]
Facsimile: [insert fax number]
Email: [insert email address]

Customer:
[Address]

Attention: [Commercial Operations]
Facsimile: [insert fax number]
Email: [insert email address]

ARTICLE VI
INCORPORATION BY REFERENCE

The provisions of Rate Schedule FTS and the General Terms and Conditions (“GT&C”) of PennEast’s
FERC Gas Tariff are specifically incorporated herein by reference and made a part hereof. Terms defined
in Rate Schedule FTS or in the GT&C and used in this Agreement shall be deemed to have the meaning
given such terms in Rate Schedule FTS and the GT&C.

[In the event that a precedent agreement for a new or an expansion project contains credit provisions
applicable to Customer’s capacity related to such project, the following language shall be included in
Customer’s Service Agreement. “The credit requirements applicable to this Service Agreement are set
forth in that certain Precedent Agreement dated ___________ between PennEast and Customer related
to this Service Agreement.”]

ARTICLE VII
MISCELLANEOUS
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1. This Agreement supersedes and cancels the following contract between the parties hereto
effective ___________________: ____________ [If none, insert “None”]

2. [Replacement Customer. If Customer is a Replacement Customer, state identity of Releasing
Customer and Contract Number under which capacity is released. The offer of release issued by
the Releasing Customer is incorporated herein by reference.

Releasing Customer:
Released Contract No.: ]

3. To the extent applicable, Customer warrants that upstream and downstream transportation
arrangements are in place, or will be in place as of the requested effective date of service, and
that it has advised the upstream and downstream transporters, if applicable, of the Point(s) of
Receipt and Delivery under this Agreement and any quantity limitations for each point as
specified on Appendix 1 attached hereto.

4. Customer agrees to indemnify and hold PennEast harmless for refusal to transport Gas
hereunder in the event any upstream or downstream transporter fails to receive or deliver Gas as
contemplated by this Agreement.

5. Nothing in this Agreement shall be deemed to create any rights or obligations between the parties
hereto after the expiration of the term set forth herein, except that termination of this Agreement
shall not relieve either party of the obligation to correct any quantity imbalances or Customer of
the obligation to pay any amounts due hereunder to PennEast.

6. The interpretation and performance of this Service Agreement shall be in accordance with the
laws of the State of New York without recourse to the law governing conflict of laws. This Service
Agreement and the obligations of the parties are subject to all present and future valid laws with
respect to the subject matter, State and Federal, and to all valid present and future orders, rules,
and regulations of duly constituted authorities having jurisdiction.

7. This Service Agreement supersedes and cancels, as of the effective date of this Service
Agreement, the contract(s) between the parties hereto as described below:

[None or an appropriate description]

* * *

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be signed by their respective
Officers or Representatives thereunto duly authorized.

CUSTOMER: PENNEAST PIPELINE COMPANY, LLC

By: By:

Title: Title:
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FORM OF SERVICE AGREEMENT
FOR RATE SCHEDULE FTS

(continued)

APPENDIX 1
to

FIRM TRANSPORTATION SERVICE AGREEMENT
between

PennEast Pipeline Company, LLC (“PennEast”)
and

(“Customer”)

Dated

I. MAXIMUM DAILY QUANTITY: _______________dth

II. PRIMARY POINT(S) OF RECEIPT:

RECEIPT
POINT MDRO

MAXIMUM
DELIVERY PRESSURE

III. PRIMARY POINT(S) OF DELIVERY:

DELIVERY
POINT MDDO

MINIMUM
DELIVERY PRESSURE

IV. RATES AND CHARGES:

Check as applicable: Discounted Rate ; Negotiated Rate ; Maximum Lawful Recourse Rate 

For Discounted and Negotiated Rate agreements, see Appendix 2.

A Maximum Lawful Recourse Rate Customer shall be charged the maximum applicable Monthly
Reservation Rate, Usage Rate, and all applicable charges and surcharges under PennEast’s
FERC Gas Tariff, and shall be subject to the applicable Fuel Reimbursement Percentage and
L&U Reimbursement Percentage.

Unless PennEast and Customer agree otherwise in writing, Customer shall pay the maximum
applicable Overrun Rates under PennEast’s FERC Gas Tariff.

Signed for Identification

PennEast:

Customer:

Supersedes Appendix 1 Dated
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FORM OF SERVICE AGREEMENT
FOR RATE SCHEDULE FTS

(continued)

APPENDIX 2
to

FIRM TRANSPORTATION SERVICE AGREEMENT
between

PennEast Pipeline Company, LLC (“PennEast”)
and

(“Customer”)

Dated

[DISCOUNT RATES] or [NEGOTIATED RATES]

Signed for Identification

PennEast:

Customer:

Supersedes Appendix 2 Dated
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FORM OF SERVICE AGREEMENT
FOR RATE SCHEDULE ITS

Date: ____________________, Contract No.

SERVICE AGREEMENT

This SERVICE AGREEMENT is entered into by and between PennEast Pipeline Company, LLC,
(“PennEast”) and ______________________________ (“Customer”).

WHEREAS, [this and an additional clause(s) may be included to describe the historical or factual context
of the Agreement, to describe or identify a precedent agreement, and any other agreements if applicable,
between PennEast and Customer related to the Agreement, and/or to describe or define the facilities
necessary to provide service under the Agreement, and will not include binding consideration.]

NOW THEREFORE, in consideration of the premises and of the mutual covenants herein contained, the
parties do agree as follows:

1. PennEast shall deliver and Customer shall take and pay for service pursuant to the terms of this
Service Agreement and subject to PennEast’s Rate Schedule ITS and the General Terms and
Conditions of PennEast’s Tariff, which are incorporated herein by reference and made a part
hereof.

[In the event that a precedent agreement for a new or an expansion project contains credit
provisions applicable to Customer’s capacity related to such project, the following
language shall be included in Customer’s Service Agreement. “The credit requirements
applicable to this Service Agreement are set forth in that certain Precedent Agreement dated
__________ between PennEast and Customer related to this Service Agreement.”]

2. Maximum Daily Quantity (MDQ) __________ Dth

3. This Service Agreement shall be effective on __________ [this blank may include a date certain,
a date either earlier or later than a specified date certain based on the completion of construction
of facilities necessary to provide service under the Agreement, a date set forth in or established
by a relevant order from the Federal Energy Regulatory Commission or a commencement date
as defined in a precedent agreement between Customer and PennEast] and shall continue for a
term ending on and including __________ [or, when applicable, “shall continue for a term of
_____ years”] (“Primary Term”) and shall continue to be effective from __________ to
__________ thereafter unless terminated by either party upon prior written notice of at least
_____. Upon termination, any portions of this Service Agreement necessary to correct or cash out
imbalances or to make payment under this Service Agreement as required by the GT&C will
survive the other parts of this Service Agreement until such time as such balancing or payment
has been accomplished.

4. Maximum rates, charges, and fees shall be applicable to service pursuant to this Service
Agreement except during the specified term of a discounted rate or a negotiated rate to which
Customer and PennEast have agreed. Provisions governing such discounted rate shall be as
specified in the Discount Confirmation to this Service Agreement. Provisions governing such
negotiated rate and term shall be as specified on an appropriate Statement of Negotiated Rates
filed, with the consent of Customer, as part of PennEast’s Tariff. It is further agreed that PennEast
may seek authorization from the Commission and/or other appropriate body at any time and from
time to time to change any rates, charges or other provisions in the applicable Rate Schedule and
General Terms and Conditions of PennEast’s Tariff, and PennEast shall have the right to place
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such changes in effect in accordance with the Natural Gas Act. Nothing contained herein shall be
construed to deny Customer any rights it may have under the Natural Gas Act, including the right
to participate fully in rate or other proceedings by intervention or otherwise to contest increased
rates in whole or in part.

5. PennEast shall not be obligated to receive Gas at any pressure less than the operating pressure
of PennEast’s system at the Point(s) of Receipt. PennEast shall deliver Gas at each Point(s) of
Delivery at such pressures as may exist on PennEast’s system from time to time at such point. In
no event shall PennEast be obligated to deliver Gas at any time at a pressure in excess of the
Maximum Allowable Operating Pressure for PennEast’s facilities at any point.

6. Unless otherwise required in the Tariff, all notices shall be in writing and shall be considered duly
delivered when mailed to the applicable address below or transmitted via facsimile. Customer or
PennEast may change the addresses or other information below by written notice to the other
without the necessity of amending this Service Agreement:

PennEast:

Customer:

7. The interpretation and performance of this Service Agreement shall be in accordance with the
laws of the State of New York without recourse to the law governing conflict of laws. This Service
Agreement and the obligations of the parties are subject to all present and future valid laws with
respect to the subject matter, State and Federal, and to all valid present and future orders, rules,
and regulations of duly constituted authorities having jurisdiction.

8. This Service Agreement supersedes and cancels, as of the effective date of this Service
Agreement, the contract(s) between the parties hereto as described below:

[None or an appropriate description]

IN WITNESS WHEREOF, the parties hereto have caused this Service Agreement to be signed by their
respective Officers and/or Representatives thereunto duly authorized to be effective as of the date stated
above.

CUSTOMER: PENNEAST PIPELINE COMPANY, LLC

By: By:

Title: Title:
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FORM OF SERVICE AGREEMENT
FOR RATE SCHEDULE PAL

Date: ____________________, Contract No.

SERVICE AGREEMENT

This SERVICE AGREEMENT is entered into by and between PennEast Pipeline Company, LLC,
(“PennEast”) and ______________________________ (“Customer”).

WHEREAS, [this and an additional clause(s) may be included to describe the historical or factual context
of the Agreement, to describe or identify a precedent agreement, and any other agreements if applicable,
between PennEast and Customer related to the Agreement, and/or to describe or define the facilities
necessary to provide service under the Agreement, and will not include binding consideration.]

NOW THEREFORE, in consideration of the premises and of the mutual covenants herein contained, the
parties do agree as follows:

1. PennEast shall deliver and Customer shall take and pay for service pursuant to the terms of this
Service Agreement and subject to PennEast’s Rate Schedule PAL and the General Terms and
Conditions of PennEast’s Tariff, which are incorporated herein by reference and made a part
hereof.

2. The Maximum Park Quantity or Maximum Loan Quantity, as appropriate, and the Point(s) of
Transaction applicable to a specific transaction(s) are identified in Exhibit(s) A to this Service
Agreement. Customer shall initiate a request for each park or loan service transaction by
executing and delivering to PennEast one or more Exhibit(s) A. Exhibit(s) A is incorporated herein
by reference and made a part hereof.

3. This Service Agreement shall be effective on __________ and shall continue for a term ending on
and including __________ (“Primary Term”) and shall continue to be effective from __________
to __________ thereafter unless terminated by either party upon prior written notice of at least
_____. Upon termination, any portions of this Service Agreement necessary to correct or resolve
a park balance or a loan balance under this Service Agreement as required by the GT&C will
survive the other parts of this Service Agreement until such time as such balancing has been
accomplished.

4. Maximum rates, charges, and fees shall be applicable to service pursuant to this Service
Agreement except during the specified term of a discounted rate or a negotiated rate to which
Customer and PennEast have agreed. Provisions governing such discounted rate shall be as
specified in the Discount Confirmation to this Service Agreement. Provisions governing such
negotiated rate and term shall be as specified on an appropriate Statement of Negotiated Rates
filed, with the consent of Customer, as part of PennEast’s Tariff. It is further agreed that PennEast
may seek authorization from the Commission and/or other appropriate body at any time and from
time to time to change any rates, charges or other provisions in the applicable Rate Schedule and
General Terms and Conditions of PennEast’s Tariff, and PennEast shall have the right to place
such changes in effect in accordance with the Natural Gas Act. Nothing contained herein shall be
construed to deny Customer any rights it may have under the Natural Gas Act, including the right
to participate fully in rate or other proceedings by intervention or otherwise to contest increased
rates in whole or in part.

5. Unless otherwise required in the Tariff, all notices shall be in writing and shall be considered duly
delivered when mailed to the applicable address below or transmitted via facsimile. Customer or
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PennEast may change the addresses or other information below by written notice to the other
without the necessity of amending this Service Agreement:

PennEast:

Customer:

6. The interpretation and performance of this Service Agreement shall be in accordance with the
laws of the State of New York without recourse to the law governing conflict of laws. This Service
Agreement and the obligations of the parties are subject to all present and future valid laws with
respect to the subject matter, State and Federal, and to all valid present and future orders, rules,
and regulations of duly constituted authorities having jurisdiction.

7. This Service Agreement supersedes and cancels, as of the effective date of this Service
Agreement, the contract(s) between the parties hereto as described below:

[None or an appropriate description]

IN WITNESS WHEREOF, the parties hereto have caused this Service Agreement to be signed by their
respective Officers and/or Representatives thereunto duly authorized to be effective as of the date stated
above.

CUSTOMER: PENNEAST PIPELINE COMPANY, LLC

By: By:

Title: Title:
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PENNEAST PIPELINE COMPANY, LLC
PARK AND LOAN (PAL) AGREEMENT

DATED _______________

EXHIBIT A-__ DATED _________________

Exhibit A-__ Effective Date: _______________

PENNEAST: PennEast Pipeline Company, LLC
[Address]
[Address]

Attention: Contract Administration

CUSTOMER:

Commencement
Service Date

Termination of
Service Date

Maximum Park/
Loan Date
Quantity

Specific
Points

Rate

Park Service

Loan Service

PENNEAST PIPELINE COMPANY, LLC

By __________________________________________

[NAME OF CUSTOMER]

By __________________________________________
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FORM OF SERVICE AGREEMENT FOR
CAPACITY RELEASE UMBRELLA AGREEMENT UNDER

RATE SCHEDULE FTS

This Umbrella Service Agreement, made and entered into this ____ day of ____________, by
and between _________________ (herein called “Replacement Customer”), and PennEast Pipeline
Company, LLC, a Delaware Limited Liability Company (herein called “PennEast”),

W I T N E S S E T H:

WHEREAS,

NOW, THEREFORE, for and in consideration of the mutual covenants and promises herein
contained, the Replacement Customer and PennEast hereby agree as follows:

ARTICLE I
SCOPE OF AGREEMENT

This Umbrella Service Agreement is in all respects subject to and governed by Rate Schedule
FTS and the General Terms and Conditions of PennEast’s FERC Gas Tariff as such rate schedules may
be modified from time to time, and such are incorporated by reference. In the event that language of this
Umbrella Service Agreement or any Exhibit conflicts with PennEast’s FERC Gas Tariff, the language of
the FERC Gas Tariff will control.

Subject to the terms, conditions and limitations hereof, so long as the financial evaluation and
credit appraisal requirements are met in order for Replacement Customer to be on PennEast’s approved
bidder list for capacity releases and execute this Umbrella Service Agreement pursuant to Section 9 of
PennEast’s GT&C, and this Umbrella Service Agreement is effective, Replacement Customer may bid
from time to time on proposed capacity releases under Rate Schedule FTS pursuant to the procedure set
forth in Section 9 of PennEast’s GT&C. If at any time a bid submitted by Replacement Customer is
accepted by PennEast with respect to a given capacity release, PennEast will promptly finalize by means
of PennEast’s EBB the appropriate Addendum to this Umbrella Service Agreement, in the format
attached hereto, depending upon the rate schedule under which the capacity is being released. An
Addendum shall be deemed to be an executed Service Agreement under the rate schedule designated
therein, subject to the terms and conditions of the rate schedule, the form of service agreement applicable
to such rate schedule, and the General Terms and Conditions of PennEast’s FERC Gas Tariff. The
parties agree that each Addendum is an integral part of this Umbrella Service Agreement as if executed
by the parties hereto and fully copied and set forth herein at length and is binding on the parties hereto.
Upon finalization of such Addendum, Replacement Customer and PennEast agree that Replacement
Customer shall be considered for all purposes as a Customer with respect to the released service.

Upon the finalization of an Addendum, subject to the terms, conditions and limitations hereof and
of PennEast’s Rate Schedule FTS, PennEast agrees to provide the applicable released service for
Replacement Customer under the applicable rate schedule, provided however, the Replacement
Customer qualified under the financial evaluation and credit appraisal requirements set forth in Section 3
of PennEast’s GT&C at the time it submitted the bid PennEast accepted with respect to such release.

Replacement Customer hereby agrees to promptly provide any information necessary for
PennEast to reevaluate PennEast’s credit appraisal as contemplated by Section 3 of PennEast’s GT&C
and to advise PennEast of any material change in the information previously provided by the
Replacement Customer to PennEast.
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ARTICLE II
TERM OF AGREEMENT

The term of this Agreement shall commence on ________________ and shall continue in force
and effect until _______________ and ________________ to ______________ thereafter unless this
Umbrella Service Agreement is terminated as hereinafter provided. If PennEast determines at any time
that Replacement Customer fails to meet the financial standards or credit criteria of Section 3 of the
GT&C, PennEast may terminate this agreement and all Addenda attached hereto prospectively in
accordance with Section 3 of the GT&C.

ARTICLE III
RATE SCHEDULE

This Umbrella Service Agreement does not have separate terms and conditions for particular
services, but only provides a means for a Replacement Customer to utilize a service subject to the
applicable provisions of the relevant Service Agreement and the terms and conditions for Rate Schedule
FTS, by finalization of a copy of an Addendum FTS attached hereto and fully incorporated herein as a
part of this Umbrella Service Agreement.

Replacement Customer agrees that PennEast shall have the unilateral right to file with the
appropriate regulatory authority and make changes effective in (a) the rates and charges applicable to
service pursuant to this Umbrella Service Agreement (b) the terms and conditions of this Umbrella
Service Agreement, pursuant to which service hereunder is rendered or (c) any provision of the GT&C
applicable to this Umbrella Service Agreement. PennEast agrees that the Replacement Customer may
protest or contest the aforementioned filings, unless the Replacement Customer has otherwise agreed
not to protest or contest any or all of the aforementioned filings, and the Replacement Customer does not
waive any rights it may have with respect to such filings.

ARTICLE IV
ADDRESSES

Except as herein otherwise provided or as provided in the GT&C of this FERC Gas Tariff, any
notice, request, demand, statement, invoice or payment provided for in this Umbrella Service Agreement,
or any notice which any party may desire to give to the other, shall be in writing and shall be considered
as duly delivered when mailed by registered, certified, or regular mail to the post office address of the
parties hereto, as the case may be, as follows:

(a) PennEast:

(b) Replacement Customer:

or such other address as either party shall designate by formal written notice.

ARTICLE V
INTERPRETATION

The interpretation and performance of this Umbrella Service Agreement shall be in accordance
with the laws of the State of New York, without recourse to the law governing conflict of laws.

This Umbrella Service Agreement and the obligations of the parties are subject to all present and
future valid laws with respect to the subject matter, either State or Federal, and to all valid present and
future orders, rules, and regulations of duly constituted authorities having jurisdiction.
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ARTICLE VI
RELATIONSHIP BETWEEN REPLACEMENT CUSTOMER

AND RELEASING CUSTOMER

The parties recognize that, pursuant to Commission orders, Releasing Customer may require that
the Replacement Customer agree that a breach of this Agreement, including a failure to pay, or to pay
timely, by Replacement Customer under this Agreement, constitutes a breach of contract as between
Replacement Customer and Releasing Customer. The existence of such an agreement will be indicated
on the appropriate Addendum to this Capacity Release Umbrella Agreement. If Replacement Customer
fails to pay PennEast, fails to timely pay PennEast, or otherwise breaches this Agreement with PennEast:
(a) both Replacement Customer and Releasing Customer (except to the extent otherwise provided in
Section 9.7(a) of the GT&C and except with respect to penalties attributable to Replacement Customer’s
conduct) shall be liable to PennEast for such failure to pay or breach (it being understood that nothing in
this Article VI relieves Releasing Customer from responsibility to pay PennEast in accordance with its
service agreements with PennEast) and (b) if, as a result of such breach by Replacement Customer,
Releasing Customer is accordingly required to pay PennEast or otherwise perform, Releasing Customer
may have a cause of action for breach against Replacement Customer.

IN WITNESS WHEREOF, the parties hereto have caused this Umbrella Service Agreement to be
signed by their respective Officers and/or Representatives thereunto duly authorized to be effective as of
the date stated above.

PENNEAST PIPELINE COMPANY, LLC

By:

By:
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FORM OF SERVICE AGREEMENT FOR
CAPACITY RELEASE UMBRELLA AGREEMENT UNDER

RATE SCHEDULE FTS
(continued)

Deal No.: __________
PennEast Pipeline Company, LLC Addendum Contract No.: __________
Capacity Release Umbrella Agreement No.: __________

Addendum No.____
Capacity Release Rate Schedule ___

Replacement Customer:
Releasing Customer:

Releasing Customer’s Contract No.: __________

Begin Date of Release: __________

End Date of Release: __________

Rates: [Volumetric or Reservation]

U.S. $

Surcharges (excluding usage-based surcharges):

Description Rate

$__________
$__________
$__________

Volume Commitment __________ (Dth/Monthly Billing Period)

Maximum Daily Quantity (MDQ): __________(Dth)

Billable Quantities:

Service:

From To Quantity
$_________

$_________

$_________

$_________



PennEast Pipeline Company, LLC Part 7 - Forms of Service Agreement
FERC Gas Tariff 10.1 Addendum to the Capacity Release Umbrella Agreement
Original Volume No. 1 Version 0.0.0

Page 2 of 3

Issued on:
Effective on:

FORM OF SERVICE AGREEMENT FOR
CAPACITY RELEASE UMBRELLA AGREEMENT UNDER

RATE SCHEDULE FTS
(continued)

Addendum No.___ (Con’t)
Capacity Release Rate
Schedule ___

Specific Firm Point(s) of Receipt:

Point of Receipt: MDRO Effective From Effective To

Specific Firm Point(s) of Delivery:

Delivery Point MDDO Effective From Effective To

Is this capacity subject to right of recall? Yes ____ No ____

Recall Conditions (if applicable):

Are there any restrictions on released capacity? Yes ____ No ____

Restrictions (if applicable):
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FORM OF SERVICE AGREEMENT FOR
CAPACITY RELEASE UMBRELLA AGREEMENT UNDER

RATE SCHEDULE FTS
(continued)

Addendum No.___ (Con’t)
Capacity Release
Rate Schedule ___

Was PennEast Pipeline Company, LLC’s default bid evaluation criteria used?
Yes ___ No ____

Evaluation Criteria (if applicable):

Were contingent bids accepted? Yes ____ No ____

Contingency comments (if applicable):

Other Terms and Conditions of Release: [e.g., restrictions on release, third party agent and terms of third
party agency relationship, and agreements between Replacement Customer and Releasing Customer]

This Addendum, entered into, pursuant to PennEast Pipeline Company, LLC’s capacity release program
and to the executed Capacity Release Umbrella Agreement between PennEast Pipeline Company, LLC
and the Replacement Customer, is heretofore made a part of and subject to the aforementioned Capacity
Release Umbrella Agreement.
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PROTECTIVE AGREEMENT

This Protective Agreement (“Protective Agreement”), is made and entered into as of
______ ___, 201_ (“Effective Date”), by and between PennEast Pipeline Company, LLC,
a Delaware limited liability company (“PennEast”) and [Counterparty], a [jurisdiction
and organization type] (“Participant,” and together with PennEast, the “Parties”).

WHEREAS, a certificate application regarding PennEast’s Pipeline Project (“Project”) is
currently pending before the Federal Energy Regulatory Commission (“Commission”) in
Docket No. CP15-___-000 (“Certificate Proceeding”);

WHEREAS, pursuant to Section 388.112(b) of the Commission’s regulations, 18 C.F.R.
§ 388.112(b) (2013), this Protective Agreement will apply to requests for a copy of the
complete, non-public version of any document filed by PennEast as privileged or as
Critical Energy Infrastructure Information (CEII) in the Certificate Proceeding; and

WHEREAS, Participant is submitting this Protective Agreement as part of its request
pursuant to 18 C.F.R. § 388.112(b)(iii) for a complete, non-public version of [name of
document(s)] included in the Commission’s eLibrary under Accession No[s]. [______]
(“Protected Materials”) subject to the terms of this Protective Agreement;

NOW, THEREFORE, PennEast and Participant agree as follows:

1. This Protective Agreement shall govern the use of all Protected Materials
produced by, or on behalf of, PennEast to Participant hereunder. Notwithstanding any
order terminating the Certificate Proceeding, this Protective Agreement shall remain in
effect until specifically modified or terminated by (i) written agreement of the Parties,
(ii) the Commission or (iii) any applicable Presiding Administrative Law Judge
(“Presiding Judge”) (which includes the Chief Administrative Law Judge).

2. This Protective Agreement applies to the Protected Materials, as defined in the
recitals to this Protective Agreement. Notwithstanding anything herein to the contrary,
PennEast’s delivery of Protected Materials to Participant pursuant to this Protective
Agreement shall not affect the Protected Materials’ protected status under the
Commission’s regulations and Freedom of Information Act, 5 U.S.C. 552 (“FOIA”).

3. Definitions -- For purposes of this Protective Agreement:

(a) The term “Notes of Protected Materials” means memoranda,
handwritten notes, or any other form of information (including
electronic form) which copies or discloses materials described in
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the Protected Materials. Except as specifically provided in this
Protective Agreement, Notes of Protected Materials are subject to
the same terms and restrictions as the Protected Materials under
this Protective Agreement.

(b) The term “Non-Disclosure Certificate” shall mean the certificate
annexed to this Protective Agreement by which the Reviewing
Representative(s) of the Participant who have been granted access
to Protected Materials shall certify their understanding that such
access to Protected Materials is provided pursuant to the terms
and restrictions of this Protective Agreement, and that such
Reviewing Representative has read the Protective Agreement and
agrees to be bound by it.

(c) The term “Reviewing Representative” shall mean a person who
has signed a Non-Disclosure Certificate and who is: (i) an
attorney who has made an appearance in this Certificate
Proceeding for Participant; (ii) attorneys, paralegals, and other
employees associated for purposes of this Certificate Proceeding
with an attorney described in Paragraph 3(c)(i); (iii) an expert or
an employee of an expert retained by Participant for the purpose
of advising, preparing for or testifying in this Certificate
Proceeding; or (iv) employees or other representatives of
Participant appearing in this Certificate Proceeding with
significant responsibility for this docket.

4. Protected Materials shall be made available under the terms of this Protective
Agreement only to Participant’s Reviewing Representatives; provided that if the
Protective Materials include rates, rate-related provisions and/or credit support
provisions, PennEast may redact the rates, rate-related provisions and credit support
provisions from the version of the Protected Materials provided to Participant’s
Reviewing Representatives. In the event that PennEast redacts any such information, if
requested by Participant the Parties shall meet to discuss the terms and conditions under
which one or more of Participant’s Reviewing Representatives may be provided such
redacted information. If no agreement is reached, Participant may submit such dispute
to the Commission or the Presiding Judge, if any, for resolution.

5. Protected Materials shall remain available to Participant until the later of the date
that an order terminating this Certificate Proceeding becomes no longer subject to
judicial review, or the date that any other Commission proceeding relating to the
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Protected Materials is concluded and no longer subject to judicial review. If requested to
do so in writing after that date, Participant shall, within fifteen (15) days of such request,
return the Protected Materials (excluding Notes of Protected Materials) to PennEast, or
shall destroy the materials, except that copies of filings, official transcripts and exhibits
in this proceeding that contain Protected Materials, and Notes of Protected Materials
may be retained, if they are maintained in accordance with Paragraph 6, below. Within
such time period, Participant, if requested to do so, shall also submit to PennEast an
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of
Protected Materials have been returned or have been destroyed or will be maintained in
accordance with Paragraph 6. To the extent Protected Materials are not returned or
destroyed, they shall remain subject to the Protective Agreement.

6. All Protected Materials shall be maintained by Participant in a secure place.
Access to those materials shall be limited to those Reviewing Representatives
specifically authorized pursuant to Paragraphs 8-9.

7. Protected Materials shall be treated as confidential by Participant and by the
Reviewing Representative in accordance with the Non-Disclosure Certificate executed
pursuant to Paragraph 9. Protected Materials shall not be used by Participant or a
Reviewing Party except as necessary for the conduct of the Certificate Proceeding, nor
shall they be disclosed in any manner to any person except a Reviewing Representative
of Participant who is engaged in the conduct of the Certificate Proceeding and who
needs to know the information in order to carry out that person’s responsibilities in the
Certificate Proceeding. Reviewing Representatives may make copies of Protected
Materials, but such copies become Protected Materials. Reviewing Representatives may
make notes of Protected Materials, which shall be treated as Notes of Protected
Materials if they disclose the contents of Protected Materials.

8. (a) A Reviewing Representative may not use information contained in any
Protected Materials obtained through this proceeding to give Participant, any customer or
potential customer of PennEast or any competitor of PennEast a commercial advantage
or for any other purpose other than the prosecution or defense of the proceedings
conducted under this Certificate Proceeding.

(b) In the event that Participant wishes to designate as a Reviewing Representative
a person not described in Paragraph 3(c) above, Participant shall seek agreement from
PennEast. If an agreement is reached, that person shall be a Reviewing Representative
pursuant to Paragraph 3(c) above with respect to those materials. If no agreement is
reached, Participant may submit the disputed designation to the Commission or the
Presiding Judge, if any, for resolution.
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9. (a) A Reviewing Representative shall not be permitted to inspect, participate in
discussions regarding, or otherwise be permitted access to Protected Materials pursuant
to this Protective Agreement unless that Reviewing Representative has first executed a
Non-Disclosure Certificate; provided, that if an attorney qualified as a Reviewing
Representative has executed such a certificate, the paralegals, secretarial and clerical
personnel employed by the same entity as the attorney and under the attorney’s
instruction, supervision or control need not do so. A copy of each Non-Disclosure
Certificate shall be provided to counsel for PennEast prior to disclosure of any Protected
Material to that Reviewing Representative.

(b) Attorneys qualified as Reviewing Representatives are responsible for ensuring
that persons under their instruction, supervision or control comply with this Protective
Agreement.

10. Subject to Paragraph 4 above, any Reviewing Representative may disclose
Protected Materials to any other Reviewing Representative of Participant as long as the
disclosing Reviewing Representative and the receiving Reviewing Representative both
have executed a Non-Disclosure Certificate. In the event that any Reviewing
Representative to whom the Protected Materials are disclosed ceases to be engaged in
this Certificate Proceeding, or is employed or retained for a position whose occupant is
not qualified to be a Reviewing Representative under Paragraph 3(c), access to
Protected Materials by that person shall be terminated. Even if no longer engaged in this
Certificate Proceeding, every person who has executed a Non-Disclosure Certificate
shall continue to be bound by the provisions of this Protective Agreement and the
certification.

11. Subject to Paragraph 18, the Commission or Presiding Judge, if any, shall resolve
any disputes arising under this Protective Agreement. Prior to presenting any dispute
under this Protective Agreement to the Commission or Presiding Judge, the Parties shall
use their best efforts to resolve it.

12. All copies of all documents reflecting Protected Materials, including the portion
of the hearing testimony, exhibits, transcripts, briefs and other documents which refer to
Protected Materials, shall be filed and served in sealed envelopes or other appropriate
containers endorsed to the effect that they are sealed pursuant to this Protective
Agreement. Such documents shall be marked “PROTECTED MATERIALS” and shall
be filed under seal and served under seal upon the Commission, the Presiding Judge, if
any, and the other Party. Any such documents containing Critical Energy Infrastructure
Information shall be additionally marked “Contains Critical Energy Infrastructure
Information – Do Not Release”. For anything filed under seal, redacted versions or,
where an entire document is protected, a letter indicating such, will also be filed with
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the Commission and served on the other Party and the Presiding Judge, if any. Counsel
shall take all reasonable precautions necessary to assure that Protected Materials are not
distributed to unauthorized persons.

13. If Participant desires to include, utilize or refer to any Protected Materials or
information derived therefrom in any submission during this proceeding in such a
manner that might require disclosure of such material to other participants in the
Certificate Proceeding, Participant shall first notify counsel for PennEast and the
Commission or Presiding Judge, if any, of such desire, identifying with particularity
each of the Protected Materials. Thereafter, use of such Protected Materials will be
governed by procedures determined by the Commission or Presiding Judge, if any.

14. Nothing in this Protective Agreement shall be construed as precluding PennEast
from objecting to the use of Protected Materials on any legal grounds.

15. Nothing in this Protective Agreement shall preclude Participant from requesting
the Commission, the Presiding Judge, if any, or any other body having appropriate
authority, to find that this Protective Agreement should not apply to all or any materials
previously designated as Protected Materials pursuant to this Protective Agreement.

16. [Intentionally omitted]

17. All Protected Materials filed with the Commission, the Presiding Judge, if any,
or any other judicial or administrative body, in support of, or as a part of, a motion,
other pleading, brief, or other document, shall be filed and served in sealed envelopes or
other appropriate containers bearing prominent markings indicating that the contents
include Protected Materials subject to this Protective Agreement.

18. If the Commission or Presiding Judge, if any, finds at any time in the course of
this proceeding that all or part of the Protected Materials need not be protected, those
materials shall, nevertheless, be subject to the protection afforded by this Protective
Agreement for three (3) business days from the date of issuance of the Commission or
Presiding Judge’s determination, and if PennEast files an interlocutory appeal or, if
applicable, requests that the issue be certified to the Commission, for an additional seven
(7) business days. PennEast has not waived its rights to seek additional administrative or
judicial remedies after any decision respecting Protected Materials or Reviewing
Representatives. The provisions of 18 C.F.R. §§ 388.112 and 388.113 shall apply to any
requests under the FOIA for Protected Materials in the files of the Commission.

19. Nothing in this Protective Agreement shall be deemed to preclude either Party
from independently seeking through discovery in any other administrative or judicial



PennEast Pipeline Company, LLC
Docket No. CP15-___-000

Exhibit Z-1
Page 6 of 6

proceeding information or materials produced in this proceeding under this Protective
Agreement.

20. PennEast does not waive its right to pursue any other legal or equitable remedies
that may be available in the event of actual or anticipated disclosure of Protected
Materials.

21. Participant shall not disclose the contents of Protected Materials or any other form
of information that copies or discloses Protected Materials to anyone other than in
accordance with this Protective Agreement and only use such contents and information in
connection with this Certificate Proceeding. Any violation of this Protective Agreement
and of any Non-Disclosure Certificate executed hereunder shall constitute a breach of the
Protective Agreement.

IN WITNESS WHEREOF, the Parties hereto have caused this Protective
Agreement to be duly executed in several counterparts by their proper officers duly
authorized as of the Effective Date.

PENNEAST PIPELINE COMPANY, LLC
BY: UGI ENERGY SERVICES, LLC,
ITS PROJECT MANAGER

By

Title

[COUNTERPARTY]

By

Title
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NON-DISCLOSURE CERTIFICATE

I hereby certify my understanding that access to Protected Materials is
provided to me pursuant to the terms and restrictions of the Protective Agreement
between PennEast Pipeline Company, LLC and [Counterparty] dated ______ __,
201_, that I have been given a copy of and have read the Protective Agreement,
and that I agree to be bound by it. I understand that the contents of the Protected
Materials, any notes or other memoranda, or any other form of information that
copies or discloses Protected Materials shall not be disclosed to anyone other than
in accordance with that Protective Agreement. I acknowledge that a violation of
this certificate constitutes a breach of the Protective Agreement.

By:

Printed Name:

Title:

Representing: Date:
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SYSTEM FUEL DERIVATION
PENNEAST PIPELINE COMPANY, LLC

The PennEast Project’s total Fuel Retainage (%) will include PennEast’s fuel
requirements to provide deliveries on the PennEast facilities, including the mainline, the
Hellertown Lateral, the Gilbert Lateral and the Lambertville Lateral. This Exhibit Z-2
provides an explanation of the derivation of the Fuel Retainage.

The calculated fuel rates are based on compression fuel used based on a forward
flow, daily maximum design capacity at 100% load factor. The PennEast fuel
requirement is determined based on fuel required to operate the three gas turbine-driven
Solar Mars 100 compressor units to be located at the proposed compressor station in
Carbon County, Pennsylvania, as well as its station heaters.

The anticipated fuel usage calculated for PennEast is based on a forward flow,
design day capacity of 1,107,000 Dth/d at 100% load factor and derived as follows:

Projected Fuel: 9,000 Dth/d
Fuel Rate: 9,000/ (9,000 + 1,107,000) = 0.81%
L&U1: 0.00%
Total Fuel and L&U 0.81%

Annual Tracking

PennEast proposes an in-kind system fuel retention with an annual tracker
mechanism. Each year, PennEast will make a fuel tracker filing pursuant to Section 20 of
the General Terms and Conditions of PennEast’s Tariff and Section 4 of the NGA to true-
up any differences between the fuel retained from shippers and the actual fuel consumed
and L&U.

1 As reflected in Article IX, Section A of the Application, PennEast is proposing an initial L&U percentage
of 0.00% because prior to placing the proposed facilities into service, PennEast has no basis for calculating
lost and unaccounted-for quantities.
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Open Season Notice



 
 

PENNEAST PIPELINE COMPANY, LLC ANNOUNCES BINDING 
OPEN SEASON FOR TRANSPORTATION SERVICE 

 
August 11, 2014 

 
OVERVIEW  
PennEast Pipeline Company, LLC (“PennEast”) is conducting a Binding Open Season 
(“Open Season”) for firm transportation service of up to 1 Bcf per day on a proposed 
natural gas pipeline extending from interconnections with UGI Energy Services, LLC’s 
Auburn gathering system and with the Transcontinental Gas Pipe Line Company, LLC 
(“Transco”) Leidy Line in Luzerne County, Pennsylvania, to interconnections with Texas 
Eastern Transmission, LLC  and Algonquin Gas Transmission, LLC at Lambertville, 
Hunterdon County, New Jersey, and further to the northern origination point of Transco’s 
Trenton-Woodbury Lateral in Mercer County, New Jersey (referred to herein as the 
“Project”).  
 
Shippers that participate in this Open Season and request a maximum daily quantity 
(“MDQ”) of at least 100,000 dekatherms per day for a minimum term of fifteen (15) years 
will be eligible to become “Foundation Shippers.”  Foundation Shippers’ MDQs on the 
Project will not be subject to proration to accommodate other bids received during the 
Open Season, unless proration is necessary to accommodate the bids of other Foundation 
Shippers.  Foundation Shippers may also receive most favored nation pricing and may 
receive other rate and rate-related benefits not available to non-Foundation Shippers. 
 
Shippers will be eligible to participate as “Anchor Shippers” by submitting a conforming bid 
during the Open Season agreeing to a minimum initial MDQ of 100,000 Dth/d for a 
minimum initial term of ten (10) years.  Anchor Shippers’ MDQs on the Project will not be 
subject to proration to accommodate other bids received during the Open Season unless 
proration is necessary to accommodate the bids of Foundation Shippers or other Anchor 
Shippers. Anchor Shippers may also receive other rate and rate-related benefits not available 
to non-Anchor Shippers. 
 
All other parties are welcome to submit binding bids pursuant to the terms of this Open 
Season.  
 
GENERAL DESCRIPTION OF THE PROJECT  
The Project is a proposed 105-mile long, 30” diameter interstate natural gas pipeline project 
with associated compression sponsored by AGL Resources (NYSE: GAS, but referred to 
herein as “AGL”), NJR Pipeline Company, a wholly-owned subsidiary of New Jersey 
Resources (NYSE: NJR), South Jersey Industries (NYSE: SJI) and UGI Energy Services, 
LLC, a wholly-owned subsidiary of UGI Corporation (NYSE: UGI).  Its primary purpose is 
to provide a direct and flexible path for bringing natural gas produced in the Marcellus and 
Utica Shale plays in Pennsylvania to growing natural gas markets eastern Pennsylvania, 
southeastern Pennsylvania, New Jersey and beyond.   



 
 
PennEast is targeting shippers seeking (i) additional supply flexibility, diversity and reliability; 
(ii) liquid points for trading in locally-produced gas, including Marcellus and Utica Shale gas; 
(iii) direct access to premium markets in the Northeast and Mid-Atlantic region; (iv) the 
ability to capture pricing differentials between the various interconnected market pipelines; 
and (v) firm access to long-lived dry gas reserves. The Project will provide shippers 
additional opportunities to buy and sell supplies, and to transport natural gas to where it is 
needed and valued most and will provide shippers with a short-haul transportation option 
for direct access to Marcellus and Utica natural gas supplies, thereby eliminating the expense 
of system- wide fuel and maintenance costs associated with long-haul pipelines traditionally 
bringing Gulf Coast supply to the Northeast and Mid-Atlantic markets. 
 
PennEast has executed binding precedent agreements with affiliates of AGL, NJR, UGI and 
SJI for a total of 485,000 dekatherms per day of firm transportation capacity on the new 
pipeline for fifteen (15) year terms.  In consideration of this substantial, early commitment 
that is essential to the competitive and economic viability of the Project, these shippers will 
qualify as Foundation Shippers for the Project. They, along with any other Foundation 
Shippers, will receive priority with regard to the initial allocation of Project pipeline capacity. 
 
The final size and scope of the Project and the amount of capacity to be made available will 
be fully defined based on binding bids received in this Open Season, and PennEast reserves 
the right to increase the capacity of the Project based upon bids exceeding 1 Bcf/day.  The 
Project is subject to approval by the Federal Energy Regulatory Commission (“FERC”). 
PennEast expects to place the Project into service in late 2017. 
 
POTENTIAL RECEIPT AND DELIVERY POINTS  
Possible receipt and delivery point interconnects include: 

Interconnects [R] Receipt;  
[D] Delivery; and  
[B] Bidirectional 

o Williams Springville (Luzerne County, PA)    [R] 
o PVR/Regency Wyoming (Luzerne County, PA)   [R] 
o UGI Auburn (Luzerne County, PA)    [R] 
o Transco Leidy Line (Luzerne County, PA)    [R] 
o UGI Hazleton (Carbon County, PA)    [D] 
o UGI Bethlehem (Northampton County, PA)   [D] 
o Columbia Gas Transmission (Northampton County, PA)  [B] 
o Elizabethtown Gas (Hunterdon County, NJ)   [D] 
o Texas Eastern Transmission (Hunterdon County, NJ)  [B] 
o Algonquin Gas Transmission (Hunterdon County, NJ)  [B] 
o Transcontinental Gas Pipe Line (Mercer County, NJ)  [B] 

 
 



 

  
 
 
DESCRIPTION OF SERVICES TO BE OFFERED  
PennEast will be a FERC jurisdictional interstate natural gas pipeline.  The applicability and 
character of its services will be governed by the terms and conditions of PennEast’s FERC 
Gas Tariff.  A shipper transporting gas under a firm transportation service agreement will 
have firm rights to the agreed upon maximum daily contract quantity and will not be subject 
to prior claims by another shipper or another class of service.   
 
While this Open Season is requesting binding bids for firm transportation service on the 
PennEast system, PennEast is also expected to request FERC authorization to provide park 
& loan service and interruptible transportation service and potentially other services under 
its FERC Gas Tariff.      
 



 
OPEN SEASON  
The Open Season will commence at 8:00 a.m. Central Time on Monday, August 11, 2014 
and close at 5:00 p.m. Central Time on Friday, August 29, 2014. PennEast reserves the right 
to reject any bid that is not received by the end of the Open Season.  PennEast reserves the 
right to reject any party’s valid request for service or deny any party Foundation or Anchor 
Shipper status even though the party otherwise qualifies for such status in the event a duly 
authorized representative of such party has not executed a binding precedent agreement on 
or before September 20, 2014.  To the extent capacity remains available in the Project 
following completion of negotiations with all qualifying bidders in the Open Season, 
PennEast reserves the right to negotiate mutually acceptable precedent agreements with any 
potential shippers for the remaining capacity upon request, irrespective of deadlines herein 
for execution of precedent agreements. 
 
RATES  
A cost of service-based recourse rate will be available for PennEast’s firm transportation 
service. The initial recourse reservation rate for firm transportation service is currently 
estimated to be approximately $0.60 per dth/day. Such estimated rate has been calculated 
using the current estimated cost of the new pipeline facilities, estimates for operation and 
maintenance expenses based on estimates for similar facilities, expected billing determinants 
as of the date of this notice and other cost factors.  Please note that the actual initial recourse 
reservation rate may be higher or lower than the aforementioned estimated rate and shall be 
subject to adjustment pursuant to proceedings under the Natural Gas Act. PennEast makes 
no representation or warranty of any kind whatsoever as to the actual recourse reservation 
rate that will be applicable to the firm transportation service.  In addition to the daily 
reservation rates, shippers will be responsible for energy used for compression and line loss 
make-up retention, and all electric power unit rates (if any), commodity rates and surcharges 
as approved by the FERC for the firm transportation service. PennEast will offer shippers a 
negotiated reservation rate for the firm transportation service. 
 
CONTRACT TERM FOR TRANPORATION SERVICES  
Flexible – subject to a minimum term requirement of fifteen years for bidders wishing to 
receive Foundation Shipper status or ten years for bidders wishing to receive Anchor 
Shipper status.  For all other bidders in this Open Season, a 10-year minimum term is 
required for a bid to be considered a conforming bid in the Open Season, although 
PennEast may consider bids for shorter terms and reserves its right to reject any such 
shorter-term bids. 
 
TARGETED IN-SERVICE DATE  
The Project is targeted to be in service in late 2017.  
 
BID DOCUMENTS AND FOLLOW-UP PROCESS  
Shippers wishing to subscribe to this offering should complete and submit a Binding Open 
Season Request Form. Shippers submitting a proposal will be expressing a binding 
commitment to contract for transportation service on the Project, subject to the negotiation 
and execution of a Precedent Agreement with PennEast. All proposals received will be 
treated as confidential, and will not be shared with other potential shippers. 



 
  
Upon close of the Open Season, PennEast will begin the process of negotiating binding 
precedent agreements and finalizing the project design and capacity. All shippers that desire 
to enter into a binding precedent agreement will have to provide evidence of 
creditworthiness satisfactory to PennEast. The offering of transportation services herein is 
explicitly subject to and conditioned upon, among other things, receiving (i) sufficient 
indications of interest (and, consequently, commitments under binding precedent 
agreements) to support the development of the Project, and (ii) all applicable regulatory 
approvals in a form and substance acceptable to PennEast. PennEast reserves the right to 
reject any bid requests, revise the scope of the Project in any way, and consistent with 
applicable regulations, terminate further participation in the Open Season process.  
 
Upon receipt of all executed precedent agreements, PennEast will again evaluate the total 
capacity requested. If the total capacity requested under the binding precedent agreements 
on the Project exceeds the planned scope of the Project, PennEast, in its sole discretion, 
may: 
 

(i) revise the scope of the Project; and/or 
(ii) allocate the available transportation capacity under the Project. 

 
If PennEast allocates the available transportation capacity under the Project, then the 
capacity will be allocated as follows: 
 

(i) If requests from Foundation Shippers exceed the Project capacity, all capacity 
will be allocated to Foundation Shippers on a pro rata basis based on their 
requested capacity. 

(ii) If requests from Anchor Shippers and Foundation Shippers exceed the Project 
capacity, all capacity remaining after Foundation Shippers receive their full 
request will be allocated to Anchor Shippers on a pro rata basis based on their 
requested capacity. 

(iii) If requests from Anchor Shippers and Foundation Shippers are less than the 
Project capacity, any remaining capacity after Anchor Shippers and Foundation 
Shippers receive their full request will be allocated to the other requesting 
shippers on a not unduly discriminatory basis, which may include a net present 
value allocation based on rate, term and quantity with the bids or any 
combination of bids with the highest net present value receiving priority to the 
capacity. 

 
Shippers will be responsible for confirming availability of their requested receipt and delivery 
points with the point operators. Please note that the individual receipt and delivery meter 
capacities in most cases will be less than the transportation capacity under the Project. 
 
Upon execution of a customary confidentiality agreement, any interested party may receive a 
form precedent agreement for the Project upon request.  
 



 
CONTACT INFORMATION  
The information provided in this packet is intended to assist the prospective customers in 
preparing the Binding Open Season Request Form. All inquiries or requests for additional 
information or clarifications should be directed to:  
 

PennEast Pipeline Company, LLC 
Attn: Anthony Cox 
One Meridian Blvd., Suite 2C01 
Wyomissing, PA 19610 
Telephone: (610) 406-4322  
Cellular: (484) 515-7183  
Fax: (610) 374-1492  
E-Mail: acox@penneastpipeline.com 

 
Open Season information can also be found on the following website: 
http://www.penneastpipeline.com.  
 
DISCLAIMER  
PennEast reserves the right to decline to proceed with the Project, or to change its route or 
otherwise modify it. PennEast also reserves the right to reject any and all bids that do not 
satisfy the requirements set forth in this Open Season Notice. Without limiting the 
foregoing, PennEast may, but is not required to, reject any request for service in which the 
Binding Open Season Request Form is incomplete, is inconsistent with the terms and 
conditions outlined in this Open Season Notice, contains additional or modified terms, or is 
otherwise deficient in any respect. PennEast also reserves the right to reject requests for 
service in the event requesting parties are unable to meet applicable creditworthiness 
requirements. No request for service shall be binding on PennEast unless and until duly 
authorized representatives of both a requesting party and PennEast have executed a binding 
precedent agreement.  
 



 
BINDING OPEN SEASON REQUEST FORM  

 
1) SHIPPER NAME: _________________________________________  

 
SHIPPER ADDRESS:  

 
___________________________________________  

 
___________________________________________  

 
___________________________________________  

 
PERSON INITIATING BINDING REQUEST FOR CAPACITY:  

 
NAME: _________________________TITLE: _____________________ 

 
PHONE: _______________________ FAX: ________________________  

 
EMAIL ADDRESS: ______________________________________________  

 
2) SERVICE COMMENCEMENT DATE: ________________ (bids starting November 1, 2017 will be 

given preference) 
  
3) CONTRACT TERM: ______ (15-year minimum to receive Foundation Shipper status or 10-year 

minimum to receive Anchor Shipper status, and for all other bidders, a 10-year minimum  term is 
required to be considered a conforming bid)  

 
4) MAXIMUM DAILY QUANTITY (MDQ): _____________ Dth 

(a minimum MDQ bid of 100,000 Dth/d is required to receive Foundation Shipper or Anchor 
Shipper status)   

 
5) PRIMARY RECEIPT AND DELIVERY POINTS 

 REC DEL MDQ
a) Williams Springville (Luzerne County, PA)    
 
b) PVR/Regency Wyoming (Luzerne County, PA)   
  
c) UGI Auburn (Luzerne County, PA)    
  
d) Transco Leidy Line (Luzerne County, PA)   
 
e) UGI Hazleton (Carbon County, PA)   
 
f) UGI Bethlehem (Northampton County, PA)   
  
g) Columbia Gas Transmission (Northampton County, PA) 
 
h) Elizabethtown Gas (Hunterdon County, NJ)  
 
i) Texas Eastern Transmission (Hunterdon County, NJ)  
 
j) Algonquin Gas Transmission (Hunterdon County, NJ)  
 
k) Transcontinental Gas Pipe Line (Mercer County, NJ)  

Y    N 
 

Y   N 
 

Y    N 
 

Y    N 
 
 
 
 
 

Y    N 
 
 
 

Y    N 
 

Y    N 
 

Y    N 

 
 
 
 
 
 
 
 

Y    N 
 

Y    N 
 

Y    N 
 

Y    N 
 

Y    N 
 

Y    N 
 

Y    N 

______ 
 

______ 
 

______ 
 

______ 
 

______ 
 

______ 
 

______ 
 

______ 
 

______ 
 

______ 
 

______ 
 
SIGNATURE: ________________________________ DATE: ______________  
 
Please send, fax or email completed Binding Open Season Request Form to: Anthony Cox: One Meridian 
Blvd., Suite 2C01; Wyomissing, PA 19610; Fax: (610) 374-1492; E-Mail: acox@penneastpipeline.com 
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Gas Quality and Interchangeability Chart
Pipeline: PennEast Transco Columbia Gas TETLP AGT

Total Heating
Value

≥967 BTU/cubic ft. 

≤1,110 BTU/cubic ft. 

≥980 BTU/cubic ft. 

≤1,100 BTU/cubic ft. 

≥967 BTU/cubic ft. 

≤1,100 BTU/cubic ft. 

≥967 BTU/cubic ft. 

≤1,110 BTU/cubic ft. 

≥967 BTU/cubic ft. 

≤1,110 BTU/cubic ft. 

Hydrocarbon Dew
Point

≤ 15 deg F 

may accept higher but
not exceeding .032 GPM

of C6+

No spec ≤ 25 deg F ≤ 15 deg F 

may accept higher but
not exceeding .032 GPM

of C6+

≤ 15 deg F 

may accept higher but
not exceeding .032

GPM of C6+

Objectionable odors, solid
matter, dust, gums, gum-
forming constituents,
water, etc.

Commercially free Commercially free Commercially free Commercially free Commercially free

Oxygen ≤ 0.1 % by volume No spec ≤ 0.02 % by volume ≤ 0.1 % by volume ≤ 0.2 % by volume 

CO2 ≤ 2.0% by volume No spec ≤ 1.25% by volume ≤ 2.0% by volume ≤ 2.0% by volume 

CO2 and Nitrogen ≤ 4.0% by volume No spec ≤ 4.0% by volume ≤ 4.0% by volume ≤ 4.0% by volume 

Oxygen and
Nitrogen

≤ 2.75% by volume No spec No spec ≤ 2.75% by volume ≤ 2.75% by volume 

Hydrogen Sulfide ≤ 0.25 grain per 100 
cubic feet

≤0.3 grain per 100 
cubic feet

≤ 0.25 grain per 100 
cubic feet

≤ 0.5 grain per 100 
cubic feet

≤ 0.5 grain per 100 
cubic feet

Sulphur ≤ 2 grains per 100 
cubic feet

≤20 grains per 100 
cubic feet

≤ 2 grains per 100 
cubic feet

≤ 5 grains per 100 
cubic feet

≤ 5 grains per 100 
cubic feet

Temperature ≤ 120 deg F ≤120 deg F ≤ 120 deg F ≤ 120 deg F No spec 

Water Vapor ≤ 7 pounds per million 
cubic feet

≤ 7 pounds per million 
cubic feet

≤ 7 pounds per million 
cubic feet

≤ 7 pounds per million 
cubic feet

≤ 7 pounds per 
million cubic feet

Wobbe index 1340 to 1400 No spec 1350 (+/-4%) to 1400 1314 to 1400 1314 to 1400

Odorant No requirement Shall contain odorant
at the point of delivery

(w/exceptions)

No requirement No requirement No requirement

Composition ≤ 12% C2+ 

≤ 1.5% C4+ 

No spec No spec ≤ 12% C2+ 

≤ 1.5% C4+ 

≤ 12% C2+ 

≤ 1.5% C4+ 
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

)
PennEast Pipeline Company, LLC ) Docket Nos. CP15- -000

)

NOTICE OF APPLICATION OF PENNEAST PIPELINE COMPANY, LLC
FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY

AUTHORIZING CONSTRUCTION AND OPERATION OF
PIPELINE FACILITIES, AND FOR RELATED AUTHORIZATIONS

( )

Take notice that on September 24, 2015, PennEast Pipeline Company, LLC (“PennEast”)
filed with the Federal Energy Regulatory Commission (“Commission”) an application under
Section 7(c) of the Natural Gas Act and Part 157 of the Commission’s rules and regulations for
its proposed project. PennEast requests certificate authorization granting it authority to provide
up to 1,107,000 Dth/d of natural gas transportation service from multiple upstream supply
sources located at various receipt point interconnections in Luzerne County, Pennsylvania to
various delivery point interconnections located in Northampton County, Pennsylvania, and
Hunterdon and Mercer counties in New Jersey. PennEast proposes to create the required
capacity by (i) constructing and operating approximately 114 miles of 36-inch diameter mainline
transmission pipeline starting in Luzerne County, Pennsylvania, and extending to Mercer
County, New Jersey; (ii) constructing and operating the approximately 2.1-mile, 24-inch
diameter Hellertown Lateral in Northampton County, Pennsylvania; (ii) constructing and
operating the approximately 0.6-mile, 12-inch diameter Gilbert Lateral in Hunterdon County,
New Jersey; (iv) constructing and operating the approximately 1.4-mile, 36-inch diameter
Lambertville Lateral in Hunterdon County, New Jersey; (v) constructing and operating one new
compressor station in Carbon County, Pennsylvania; and (vi) constructing and operating various
associated aboveground facilities, including interconnects, launchers, receivers, and mainline
block valves. PennEast requested the following certificates and related authorizations and
waivers (“Application”):

 a certificate of public convenience and necessity pursuant to Part 157, Subpart A
of the Commission’s regulations, authorizing PennEast to construct, own, and
operate a new natural gas pipeline system, including pipeline facilities, a
compressor station, metering and regulating stations, and appurtenant facilities in
Pennsylvania and New Jersey;

 a blanket certificate pursuant to Part 157, Subpart F of the Commission’s
regulations, authorizing PennEast to construct, operate, acquire and abandon
certain facilities following construction of the Project;

 a blanket certificate pursuant to Part 284, Subpart G of the Commission’s
regulations authorizing PennEast to provide open-access firm and interruptible



interstate natural gas storage services on behalf of others with pregranted
abandonment for such services;

 approval of PennEast’s pro forma FERC Gas Tariff; and

 approval of such other authorizations and waivers as may be necessary.

PennEast requests that the Commission issue these authorizations and waivers by August
1, 2016. Any questions regarding this Application should be directed to the following:

Anthony C. Cox
Project Manager
PennEast Pipeline Company, LLC
One Meridian Boulevard, Suite 2C01
Wyomissing, PA 19610
Phone: (610) 406-4322
Email: acox@ugies.com

Any person desiring to intervene or to protest this filing must file in accordance with
Rules 211 and 214 of the Commission’s Rules of Practice and Procedure (18 C.F.R. §§ 385.211,
385.214). Protests will be considered by the Commission in determining the appropriate action
to be taken, but will not serve to make protestants parties to the proceeding. Any person wishing
to become a party must file a notice of intervention or motion to intervene, as appropriate. Such
notices, motions, or protests must be filed on or before the comment date. Anyone filing a
motion to intervene or protest must serve a copy of that document on the Applicant. On or
before the comment date, it is not necessary to serve motions to intervene or protests on persons
other than the Applicant.

The Commission encourages electronic submission of protests and interventions in lieu
of paper using the “eFiling” link at http://www.ferc.gov. Persons unable to file electronically
should submit an original and 5 copies of the protest or intervention to the Federal Energy
Regulatory Commission, 888 First Street, NE, Washington, DC 20426.

This filing is accessible on-line at http://www.ferc.gov, using the “eLibrary” link and is
available for review in the Commission’s Public Reference Room in Washington, DC. There is
an “eSubscription” link on the web site that enables subscribers to receive email notification
when a document is added to a subscribed docket(s). For assistance with any FERC Online
service, please email FERCOnlineSupport@ferc.gov, or call (866) 208-3676 (toll free). For
TTY, call (202) 502-8659.

Comment Date: 5:00 pm Eastern Time on (insert date).

Kimberly D. Bose
Secretary


