DEPARTMENT OF CONSUMER AND INDUSTRY SERVICES
PUBLIC SERVICE COMMISSION

PRODUCTION AND TRANSMISSION OF NATURAL GAS

R 460.851 Scope and application.

Rule 1. These rules apply to the conduct of the business of all natural gas producers, gathering
companies and transmitters which are or may hereafter be subject to the jurisdiction of the Michigan
public service commission under the laws of the state of Michigan: provided, that when the production
of natural gas is incidental to, and unavoidable to connection with, the production of oil or mineral
water, R 460.860, R 460.861, R 460.862, R 460.864, R 460.865, R 460.866, R 460.867, R 460.869, R
460.870, and R 460.871 shall not apply, but special rules and regulations pertaining in each such
case will be issued by the Michigan public service commission whenever necessary. The grouping of
rules under the headings of production and transmission is for convenience only and the application of
any rule is not restricted because of this fact.

History: 1979 AC.

R 460.852 Definitions.

Rule 2. For the purposes of these rules the following definitions apply:

(a) The word "commission™ shall be defined to mean the Michigan public service commission.

(b) The words "producer” or "operator” shall be defined to mean any corporation, association or
person now or hereafter controlling or being responsible for the control of any well, or of the
production of gas therefrom.

(c) The term "well owner" shall mean any owner of a full working interest in any well, and the term
"fractional well owner" shall mean any owner of a fractional working interest in any well.

(d) The word "transmitter" shall be defined to mean any corporation, association or person, nhow or
hereafter engaging in the carrying or transporting of natural gas by pipe line or lines.

(e) The term "common purchaser” shall be defined to mean any transmitter engaging in the business of
purchasing and transporting natural gas for hire, compensation or otherwise: provided, that factories or
industries in this state may transport or transmit natural gas through pipe lines for their own use in
plants located wholly within this state without constituting themselves common purchasers. (See
sections 3and 4 of Act No. 9 of the Public Acts of 1929.)

(f) The term "common carrier" shall be defined to mean any corporation, association or person
purchasing or collecting natural gas and conveying or transmitting the same for hire, compensation or
otherwise by pipe line or lines as a common carrier. (See section 6 of Act No. 9.)

(g) The words "gas" or "natural gas” as used in these rules shall, unless otherwise specifically
provided, be defined to mean dry, merchantable, natural gas, either dry gas as produced from a dry
gas well or so-called casinghead gas after removal of gasoline vapors, or either such gas after dilution
with other gas or gases, as distinguished from so-called casinghead gas before treatment for removal
of gasoline vapors.

(h) The term "cubic foot" of gas as used in these rules shall have the following meanings:

(i) In cases where gas is supplied and metered to the ultimate consumer at the standard delivery pressure
which may vary from 3 inches to 10 inches water column, a cubic foot of gas shall be defined to
be that volume of gas which, at the temperature and pressure existing in the meter, occupies 1 cubic
foot.

(ii) In cases where gas is supplied to purchasers through orifice or positive meters at other than
standard delivery pressure as defined above, a cubic foot of gas shall be defined to be that volume of gas
which, at 60 degrees Fahrenheit and at absolute pressure of 14.65 pounds per square inch, occupies 1
cubic foot; except that in cases where a different pressure base that is considered by the
commission to be fair and reasonable is provided for in gas sales contracts or in rules or practices of a
distributor such different pressure base shall be effective. (Corrections for temperature and pressure
shall be made in accordance with



Charles' law and Boyle's law respectively, except that, when the meter pressure is 125 pounds per
square inch gauge or greater, correction shall be made for deviation from such laws (supercompressibility)
in accordance with American gas association gas measurement committee report no. 3, "Orifice
Metering of Natural Gas" dated April, 1955, or other procedures which may be approved by the
commission.)

(iii) The cubic foot of gas for the purposes of measuring gas produced and purchased at wells shall be
defined to be that volume of gas which, at an assumed temperature of 60 degrees Fahrenheit and an
absolute  pressure of 15.025 pounds per square inch, occupies 1 cubic foot: provided, that
contracting parties may agree to any special method or procedure in measuring or determining
temperatures that is considered by the commission to be reasonable. (Corrections for temperature and
pressure shall be made in accordance with Charles' law and Boyle's law respectively, except that, when
the meter pressure is 125 pounds per square inch gauge or greater, correction shall be made for
deviation from such laws (supercompressibility) in accordance with American gas association
gas measurement committee report no. 3, "Orifice Metering of Natural Gas" dated April, 1955, or
other procedures which may be approved by the commission.)

(iv) The standard cubic foot of gas for testing the gas itself for heating value, etc., shall be that
volume of gas which, when saturated with water vapor and at a temperature of 60 degrees Fahrenheit
and under a pressure equivalent to that of 30 inches of mercury (mercury at 32 degrees Fahrenheit and
under standard gravity) occupies 1 cubic foot. (Corrections for temperature and pressure shall be made in
accordance with Charles' law and Boyle's law respectively, except that, when the meter pressure is 125
pounds per square inch gauge or greater, correction shall be made for deviation from such laws
(supercompressibility) in accordance  with American gas association gas measurement committee
report no. 3, "Orifice Metering of Natural Gas" dated April, 1955, or other procedures which may be
approved by the commission.)

(i) "Absolute open flow" is defined as the number of cubic feet of gas per 24 hours that would be
produced by a well if the only pressure against the face of the producing sand in the well bore were
atmospheric pressure.

() "Modified open flow" is defined as the absolute open flow of a well multiplied by the acreage factor
applied to such well. (See R 460.865(2).)

History: 1979 AC.

R 460.853 Qualifying clause.

Rule 3. The adoption of these rules shall in no way prevent the commission from altering or
amending the same in due legal form, in whole or in part, or from requiring any other or additional
services, appliances or standards, either upon its own motion or upon the application of any
consumer, producer, transmitter or distributor.

History: 1979 AC.

R 460.854 Reference to commission.

Rule 4. In any case where the parties concerned shall fail to agree upon the application or the
interpretation of any of these rules, or in case of disagreement regarding regulations promulgated by
any producer, common carrier, common purchaser or distributor concerning service, the matter may
be referred by either party to the commission for settlement.

History: 1979 AC.

R 460.855 Jurisdiction.

Rule 5. (1) The jurisdiction of this commission, according to Act No. 9 of the Public Acts of 1929, over
all gas wells and over the production of gas from such wells shall begin at the time the production or
preparation for production is started and shall continue and remain with the



commission until production is abandoned. The operations of drilling, deepening, plugging and
abandoning, and in fact all underground work on gas wells, is under the jurisdiction of the supervisors
of wells of the department of conservation. (Refer to the rules of the department of conservation
covering the drilling, deepening and plugging of wells for natural dry gas.)

(2) Any gas well shall be considered as producing or preparing for production at such time as an
application for a well connection permit has been filed with the commission, but in case connection with
a line to take gas from any well for any purpose is made before an application for a well connection
permit is filed, the commission’s jurisdiction over such well shall begin when work of installing
connections is started.

(3) During the period that gas wells are under the supervision of the commission it shall be the duty of
the chief engineer, directly or through his authorized representatives:

() To enforce such rules as the commission may adopt to carry out the requirements of said act.

(b) To inspect the maintenance and operations of all gas wells with a view to preventing waste of gas,
damage to gas producing strata or formation, or injury to life or property, and to issue in accordance
with the natural gas acts, necessary instructions to guard against and prevent such waste, damage or
injury.

(c) To determine the percentage of the open flow capacity of any gas well which may be utilized
when in his opinion such action is necessary to protect the gas producing formation; and to specify the
time and method for determining the open flow capacities of wells.

(d) To regularly gather data and compile statistics showing production of gas from all wells, fields or
pools, and the value of the gas produced.

History: 1979 AC.

R 460.856 Auvailability of records.

Rule 6. All records required by these rules shall be kept in files within the boundaries of the state, at
the offices of the producer or transmitter responsible for such records, and shall be available at all
reasonable times for examination by authorized representatives of the commission: provided, that
temporary absence of records from the state that are necessary or convenient in the record system of
a producer or transmitter are approved, and that in specific cases the commission may at its own
discretion or upon proper showing, authorize other modifications of this provision. All such records shall
be preserved for at least 3 years after they are made, except as otherwise provided.

History: 1979 AC.

R 460.857 Waste prohibited and defined.

Rule 7. (1) Natural gas shall not be produced, transmitted or distributed in the state of Michigan
in such manner and under such conditions as to constitute waste.

(2) The term "waste" as used in these rules in addition to its ordinary meaning shall include (a) the
permitting of any gas to wastefully burn, (b) the wasteful use of gas including the use of gas in its
natural state in engines or pumps where its pressure is the main or direct operating force, unless such
gas can be consumed after discharge from such engines or
pumps for normal use for fuel purposes, (c) surface waste, which shall include the unnecessary
blowing, release or escape of natural gas into the open air, and any unnecessary or excessive surface
loss, including leakage, fire loss and loss or destruction incident to the manner of equipping,
operating or producing of such well or wells, or by inefficient handling thereof, (d) underground waste,
which shall include inefficient, excessive, or improper use or dissipation of the reservoir energy,
including gas energy and water drive, of any pool; and the equipping, operating, or producing of any
well or wells in such a manner as to reduce or tend to reduce the total quantity of gas ultimately
recoverable from such pool, and the unreasonable damage to underground deposits from the
operation, maintenance or production of gas; and (e) the intentional drowning with water of a gas
stratum capable of producing gas (except that temporary drowning may become necessary as an
exigency of drilling or repairing wells).



History: 1979 AC.

R 460.858 Fire prevention and control.

Rule 8. The commission recognizes that practically all gas well fires occurring after wells have been
placed on production are due to improper wellhead design or carelessness and the attention of well
owners and operators is particularly directed to the following R 460.859 and R 460.860 in order to
eliminate this hazard.

History: 1979 AC.
PRODUCTION

R 460.859 Wellhead heaters.

Rule 9. Heaters for preventing freezing in wellhead connections shall be installed or reinstalled for
service at the beginning of each winter, only after wellhead connections are checked for leakage, and
after any leakages have been repaired and stopped. The products of combustion, or the burned fumes
from gas or any other fuel, shall not be used in such heaters or in any other way to apply heat directly
to wellheads or to thaw out connections. The points of air mixture for any flame at any wellhead
heater shall be located at least 10 feet from the wellhead, and any burned exhaust gases shall be
discharged from flue or chimney at least 8 feet from wellhead or wellhead connections and at least 4
feet higher than the top of wellhead connections. All heaters installed at or near wellheads shall be
inspected at least once daily while in operation.

History: 1979 AC.

R 460.860 Wellhead fittings.

Rule 10. (1) Wellhead connections shall be designed and installed in accordance with principles of
design and installation illustrated on plate 1A, appendix A, unless specific approval is secured in writing
from the chief engineer.

(2) Master or control valve shall be installed with valve stem not less than 2, nor more than 4 feet
above the ground level, provided that whenever tubing or siphon is installed in any well, the valve
and wellhead fitting construction and spacing will necessarily be governed by special conditions in each
separate case.

(3) Wheels on valves shall be left and secured in place to facilitate emergency opening or closing of
valves with an emergency long stemmed wrench or key.

(4) A space free from surface obstructions shall be kept clear on the stem or wheel side of each control
gate or valve, so that workmen can approach wells and use long stemmed wrenches or keys in
opening or closing valves in case of fire.

History: 1979 AC.

R 460.861 Determination of well capacity.

Rule 11. (1) The producing or open flow capacities of wells to be used as a basis for proration shall be
determined by the commission at its discretion, when necessary for the practical, equitable and
economical operation of wells, pools or fields. The method of determining said capacity where
practicable shall avoid the waste of gas encountered in the "open flow" test method, and shall make use of
the United States bureau of mines production capacity test method that is based on observations of
shut-in well pressure and the measurement of volumes of gas production at varying wellhead pressures,
or of any improvements that may be approved by the commission.

(2) Capacity tests may also be made by producers, purchasers or transmitters with the approval of
the commission. The commission may require that any applicant for such test shall make a sufficient
showing of necessity for a test. All information obtained from such tests shall be
promptly compiled and filed with the commission.



(3) When a producer is dissatisfied with a capacity test he may require the commission to redetermine
the open flow capacity of the well by notifying it to that effect and depositing the sum of $10.00
with it. If the retest shows the original test to be materially in error, the deposit will be refunded,
otherwise it will be retained as nominal compensation for the costs incurred in making the test.

(4) Records of tests of meters, well capacity tests or tests of specific gravity, chemical composition or
heating value of gas made by or on the order of any producer, transmitter, purchaser, distributor, or
consumer shall be available for information of the commission, and reports shall be filed with the
commission when requested.

History: 1979 AC.

R 460.862 Well meters.

Rule 12. (1) No gas shall be withdrawn from wells for transportation or sale, nor for any other regular
and extended uses, except for fuel for drilling on the same lease, or for use for domestic purposes by
lessors (as usually specified in oil and gas leases), without being metered, provided, however, that the
commission may approve in advance an estimate of the amount that will be required for a specific drilling
operation off the lease. The commission's representatives shall have access to all meter houses and meters
at all times.

(2) Each gas well completed after the effective date of this order shall be equipped with its own separate
meter, except that:

(a) The commission may, in cases of small wells, permit the measurement of the gas from more than 1
well through a single meter.

(b) The commission, the interested well operator and the gas purchaser jointly may, in cases of large
wells of identical operator control, agree to the measurement of the gas from more than 1 well
through a single meter; provided that:

(c) In either case (a) or (b) of this subrule, the gas from only 1 well at a time shall be measured by a
single meter, and that through the use of check-valves, "blind" discs or other device or means, lines
from all wells except the one from which gas is being measured shall be completely closed so that the gas
fromany 2 or more wells shall not be in any way intermixed prior to measurement.

(3) Meters shall be located as close to wells as is reasonably practicable, considering accessibility
and the possible desirability in some cases of grouping not more than 4 well meters in 1 meter house.
Flow lines from wells to meters shall be constructed, maintained and operated in such manner that leakage
losses and waste may be avoided, and these lines shall be patrolled regularly to check for leaks or
breakage that may develop through unforeseeable and unavoidable accidents.

(4) In view of the latitude allowed in the location of meters and the probability that the "point of
delivery" of gas at the wellhead will be some distance from the point of measurement, the gathering
company or purchaser is charged with a high degree of care in preventing all gas loss between these 2
points and shall therefore arrange its operating procedure to that end.

(5) The commission shall have authority, upon notice to any purchaser or transmitter, to cause to be
made such tests as it may deem necessary to determine the accuracy or other conditions of any
meter or if its appurtenances, (see R 460.907 and R 460.909 in "standards of gas service™) and any
such purchaser or transmitter shall be entitled to be present at any such test if he so elects.

(6) Upon written request by an interested well operator, well owner or fractional well owner, the
commission shall cause to be made special tests of meter through which gas from a well is being measured
for any purpose, and the applicant, the gas purchaser or transmitter, and other interested parties shall
be entitled to be present when any such test is made. One such special test of a meter shall be made
during any calendar year for a fee of $5.00; further special tests of the same meter during a calendar
year may be made at the discretion of the commission upon written application of an interested well
owner or operator presenting evidence of the necessity for such special test, for a fee of $15.00; but for
any test after the first one during any calendar year, the commission may at its discretion add to the
fixed fee of $15.00 a charge for all traveling and subsistence expenses incurred by its representatives in
making such tests.

(7) Any application by an interested well owner or operator for a special meter test shall be
accompanied by a deposit of the fixed fee for such test. If the test shows that the calculated measurements
of gas are or have been in error more than 2% in favor of the gas purchaser, the deposit made by



the well owner or operator shall be refunded to him, and the amount of such refund shall be paid to the
commission by the gas purchaser.

(8) In cases where gas measurements are shown by meter tests to have been in error more than 2%,
adjustments of accounts shall be made in favor of the party in interest who has been injured by reason of
such errors, the measurement error indicated by the meter test being applied to all recorded gas
measurements during the time such error has existed if such time is ascertainable, and if not
ascertainable then said correction shall be made for 1/2 of the period since the meter was last tested and
adjusted in a manner satisfactory to the commission; except that in cases where a different basis of
adjustment considered by the commission to be fair and reasonable is provided for in gas purchase
contract such different basis shall be effective.

(9) No adjustments in accounts need be made if such adjustments amount to less than $2.00 per month.

History: 1979 AC.

R 460.863 Unmetered gas.

Rule 13. Lessors of lands who are using unmetered gas from wells located on their lands for domestic fuel
in their principal houses or dwellings, and well operators or owners who are using unmetered gas from
their wells for fuel for drilling on the same lease, shall so construct and maintain their lines and the
fittings thereon that there shall be no leakage losses. No wasteful gas burners or  other
wasteful gas consuming appurtenances shall be used by these consumers of unmetered gas. The
representatives of the commission shall require the immediate correction of any wasteful use of gas by
these classes of consumers, and may prohibit the continued use of gas if such corrections are not made
immediately.

History: 1979 AC.

R 460.864 Permit for well connection.

Rule 14. (1) The operator of each well shall, before gas is produced from such well, make application
to the commission on form provided therefor, (form 15A, appendix A) for permission to sell gas
from such well: provided, that application and permit shall not be required for making connection to
pipe lines used exclusively for transporting or transmitting gas for fuel for drilling wells, or gas used
in _homes of lessors of lands on which wells are located.

(2) Any application for a standard well connection permit should be submitted to the commission not
less than 15 days before the first day of the month during which it is expected that receiving,
transmitting  or purchasing of gas shall commence. Upon receipt from a well operator of a properly
executed application for a well connection permit, the commission will issue well connection permit
order (form 16A, appendix A) and will furnish a copy thereof to the purchaser or transmitter
designated by the applicant operator, such copy to be furnished to the purchaser or transmitter at
least 10 days before the first day of the monthly period used in accounting for gas. The commission will
cause a well capacity test to be made, and following such test will issue an allowable withdrawal order
(form 17A, appendix A) to the well operator, and will furnish a copy thereof to the purchaser or transmitter
on or before the first day of the monthly period used in accounting for gas.

(3) The purchaser or transmitter shall connect such well to its gathering system and prepare to
receive, transmit or purchase gas during the next succeeding monthly period used in accounting for
gas, provided that it has received the copy of the well connection permit from the commission at
least 10 days before such date; that the operator has prepared and placed the well in condition to
make such connection conveniently possible, and that obstacles or conditions beyond its
reasonable control do not prevent such connection.

(4) In case of emergency a temporary well connection permit may be issued by wire upon receipt of
an application by telegraph from well operator, giving the full name of the applicant, the full name
of the well, the conservation department permit number, the date of well completion, and the open
flow capacity of the well; and also a telegraphic statement from the prospective transmitter or common
purchaser of gas that it will accept said well for connection. Such telegraphic application must be
followed within 10 days by the regular application required in subrule (1) of this rule.



(5) The commission and a transmitter or purchaser may at their option and discretion cooperate, if it
is reasonably practicable, to issue orders, make well capacity tests, connect to wells and make
provisions for receiving, transmitting or purchasing gas from a well if the application for temporary or
standard well connection permit has not been filed with the commission as much as 15 days before the
beginning of the monthly period used by the transmitter or purchaser in accounting for gas, but
there shall be no obligation in such cases on the part of either the commission or the transmitter or
purchaser to either commence or complete such orders, tests, connections or preparations to receive,
transmit or purchase gas during the next succeeding monthly period.

(6) With each standard well connection permit there will be issued a metal plate bearing the permit
number. This plate must be affixed to the wellhead substantially as shown on plate 1A, appendix A, and
in case of loss or destruction must be immediately replaced. The original plate will be furnished without
charge, but a nominal charge of 50 cents will be made for each replacement plate.

(7) When processed casinghead gas is to be transmitted for public use, application shall be made to the
commission for a special connection permit before transmission by pipe line is begun. (See R 460.851.)

History: 1979 AC.

R 460.865 Taking of gas.

Rule 15. (1) Maximum withdrawal:

(a) General. The maximum withdrawal during any 12 months' period from any gas well shall average
on a daily basis not more than 17 1/2% of the current approved absolute daily open flow capacity of
such well, such withdrawal being the allowable maximum annual withdrawal. Whenever a new open
flow capacity test is made and approved by the commission, such new test will, upon notice to the
producer and transmitter, become immediately effective in determining the maximum withdrawal. In
order to provide for a variable seasonable demand, the following percentages of the last determined
allowable maximum annual withdrawal may be taken, but not exceeded: In any 6 consecutive months,
66%; in any 1 month, 12 1/2%; and in any 1 day, .6 of 1%.

(b) Special. The maximum withdrawal from Monroe gas wells located in the Walker-Talmadge oil field
shall not exceed 50% of the last officially measured open flow of each such well.

(c) Special. The maximum withdrawal during any 12 months' period from any gas well in the Howell
field shall average on a daily basis not more than 25% of the current approved absolute daily open flow
capacity of such well, such withdrawal being the allowable maximum annual withdrawal. The
allowance for seasonable variation in the rate of take as set forth in subrule (1)(a) shall continue to be
based on the annual maximum allowable withdrawal determined as 17 1/2% of the open flow, unless the
allowance so determined shall be less than 25% in which case the 25% allowance shall prevail.

(d) Special. When a dry natural gas field has been depleted to such an extent that production has
become merely a stripper operation, the commission may approve different maximum withdrawals
than required by subrule (1)(a) if it finds that such different withdrawals will conserve gas and, in its
opinion, support commercial production for a longer period than would otherwise be the case.

(2) Acreage factor. The acreage or area from which any well is considered to produce or draw gas
shall enter into the determination of the take of gas from such well, a well in the center of a square
40-acre tract of land being considered as unity, with an acreage factor of 1. The factor for a well
producing from a square or rectangular tract of any area other than 40 acres shall be the area in acres
allotted to such well divided by 40, and the factor for a well in the center of a base drilling or
producing unit of 160 acres of land shall be 4; provided that:

(@) No side of the area allotted a well shall be farther from the well than the distance from the center
point of the production area to the most distant side thereof, excepting that:

(i) In the case of a discovery well, this distance may be increased by as much as 330 feet for a well
located on a 40-acre tract of land, and 990 feet for a well located on a 160-acre tract of land.

(ii) In the case of a well drilled off center of a production area because of topographical or other
physical conditions, this distance may be increased by not to exceed 25% upon presentation to the
commission of satisfactory proof, supported by a map and a written statement showing that a center
location was prohibited. Every reasonable effort shall be made to drill wells at center locations.

(iii) The 16 gas wells drilled, or in the process of drilling, in the Cannon Creek gas field in the
counties of Missaukee and Kalkaska prior to September 15, 1950, shall each be entitled to an acreage



factor of 4, as long as the producing unit assigned to each is 160 acres, notwithstanding any other
provisions of this rule.

(b) In addition to the above provisions, acreage factors shall be subject to the following limitations:

(i) The length of a production area shall not be greater than twice its width.

(if) Production areas shall not overlap.

(iif) Any production area shall be entirely within the leasehold (or leaseholds in case 2 or more are
pooled) on which the well to which it refersis drilled.

(iv) No acreage factor shall exceed 4 except in the Kawkawlin-Salina gas field, as it is now or may be
hereafter defined by the supervisor of wells, wherein it may be increased to 16.

(v) The acreage factors for wells located on tracts that are neither square nor rectangular shall be
determined by the commission in each individual case, following, insofar as they are applicable, the
general principles applied herein.

(vi) In the following fields which have been developed with 40-acre drilling units, there shall be no
acreage factor greater than 1, unless the operator or leaseholder shall secure and file with the
commission written consent from all direct and diagonal offset 40-acre leaseholders upon whose
holdings there are producing or productive gas wells.

Austin Crystal Six Lakes Broomfield New Haven-Sumner Clare (McKay) West Vernon Vernon

(vii) No well drilled on a 40-acre location in any of the above fields shall each be entitled to an acreage
factor greater than 1 if such well is directly offset by more than 2 producing or productive wells with
acreage factors of 1 or less.

(c) Traverse oil wells drilled in the Walker-Talmadge field prior to February 25, 1942, shall, when
either deepened to produce gas from the Monroe formation or plugged back to produce gas from the
Berea formation, receive acreage factors as provided by the attached map entitled plate 2a, but any
Monroe or Berea gas wells drilled from the surface of the ground in the Walker-Talmadge oil field
subsequent to February 25, 1942, shall receive acreage factors based on the usual provisions as stated
in subrule (2)(a) and (b) of this rule.

(3) Minimum take:

(a) The minimum allowable take of gas from any well shall be 500,000 cubic feet per month, except
under the following conditions:

(i) In no case shall the total gas taken from a well be larger than provided for in subrule (1).

(ii) The average minimum volume of gas production monthly per well shall be in conformity with the
market demand when such market demand is not high enough to permit the taking of the full minimum
allowable from all wells. Each operating month as used by the gas purchasers in a field shall be
considered separately in administering the minimum take provisions herein, and, if the total sale or
take of gas from any field or pool during any such monthly period is not sufficient to permit the
taking of the full minimum allowable from each well, there shall be no carryover or balance of gas to be
taken from such well, field, or pool under these minimum take provisions because of such deficiency
in total market demand.

(iii) The minimum take of gas from any well having an acreage factor other than 1, as provided for
in subrule (2), shall be modified or adjusted by multiplying the minimum allowable take of 500,000
cubic feet by such acreage factor, the resulting minimum take to be subject to the restrictions in
subrule (3)(a)(i) and (ii) of this rule.

(b) The allowable take from any well that is not capable of producing as much gas as its allowable
minimum under the operating conditions of the field in which it is located shall be the total amount of
gas that such well is capable of producing under such conditions.

(c) For fields or pools wherein reservoir conditions and gas withdrawal operations do not permit the
practical application of subrule (3)(a), special procedures applicable to such special conditions may be
authorized by the commission, provided that any such special procedure shall accomplish the
intents and purposes of the rule as closely as is practicably possible.

(4) Ratable taking or gas proration: All gas produced from a field or pool in excess of the minimum
allowable provided for in subrule (3) shall be taken ratably from all wells that are capable of producing
more than their minimum allowable take. Such excess shall be divided among such wells in proportion
to their modified open flow capacities or any other method determined by the commission to be



equitable or less wasteful, except that in no case shall the total gas taken from a well be larger
than provided for in subrule (1).

(5) Proration schedules:

(a) Proration schedules and orders shall be prepared and issued by the commission. Such orders shall
be revised not to exceed once each month, the effective date of any revision being the first day of
the monthly period used by the gathering company, transmitter, or purchaser in accounting for gas.

(b) No proration schedule or production order affecting any well shall be made until after well
connection permit has been issued.

(6) Well conditioning requirements:

(a) A well to go on proration or production shall have complied with the following requirements: The
well and wellhead connections shall be installed in accordance with standards prescribed in R
460.860 of this order. The wellhead connections shall be tight and free from leakage. If there is
evidence of underground leakage of gas or of water intrusion, the well shall be repaired to the satisfaction
of the commission.

(b) In cases of wells where leaks, other defective well conditions, or water intrusion develop after a
well has been placed on proration, the
operator shall make repairs promptly and to the satisfaction of the commission, and, if repairs have
not been made within a reasonable time as determined by the commission, then such a well shall be
taken off proration and shall not be returned to proration until the commission has been notified that
repairs have been made and has approved a return to proration.

(c) After any gas well has been placed on proration, no deepening or plugging back work shall be
started until the operator has notified the commission and the gas transmitter or purchaser, in writing,
and until that operator has secured the approval, in writing, of the supervisor of wells of the department
of conservation, of the deepening or plugging back plan, in conformity with the rules and regulations of
such supervisor of wells.

(d) A well that is being either deepened or plugged back may be removed from proration:

(i) If, in the judgment of the commission, the showing indicates that the operation may affect the open
flow capacity of the well.

(ii) If the operation is to consume a period of 10 days or more.

(iii) If the wellhead fittings remain altered in such a manner that reconnection with a pipe line cannot
be made within 10 days after such fittings are removed.

(e) A well that has been removed from proration because of deepening or plugging back operations
shall not be returned to proration until it has been placed in condition to resume production in a manner
satisfactory to the supervisor of wells of the department of conservation and to the commission, and
the gas transmitter or purchaser have been so advised in writing.

History: 1979 AC.

R 460.866 Production reports.

Rule 16. (1) Every operator of 1 or more gas wells shall file with the commission, on or before the
twenty-fifth day of each month, producer's monthly report (form no. 18A or 18B, appendix A) giving
full information as to production of gas from each well separately and such other data as is requested.
This report shall be signed by the producer or by a responsible employee, whose capacity or title
shall be indicated, and who is in position to know that the data or information given is correct. The
commission may permit, upon application and satisfactory showing, a reporting interval of more
than 1 month. If this gas production information is regularly furnished to the commission by the
purchaser or transmitter of gas, based on information or data gathered by such purchaser or
transmitter, the producer may be relieved of obligation to furnish data.

(2) Any gas used, whether metered or unmetered, for drilling or lease operating or other field fuel
purposes on a lease other than the one from which it is produced shall be reported to the commission
monthly by the gas producer on form 18B appendix A. Either the price per M. cubic feet of gas or the
flat rate charge that is made shall be stated, and in the case of gas that is not metered the estimated
approximate volume of gas used shall be stated.

History: 1979 AC.



R 460.867 Pumps or compressors.

Rule 17. No gas well, pool or field shall be placed under vacuum by the use of compressors, pumps or
other devices except with the approval of the commission. If and when the placing of a vacuum in any
well, pool or field is planned, application for approval shall be made to the commission, and the adjoining
lease owners and operators of a pool or field who may be affected shall be given notice. The
commission may call a hearing on the subject, or may take such action as it deems advisable.

History: 1979 AC.
TRANSMISSION

R 460.868 Approval for pipe line project.

Rule 18. (1) Every transmitter shall file with the commission an application (see form 19A,
appendix A), setting forth the necessity and practicability of such proposed transmission line or
lines; and the commission shall, if its study of the proposed project shows that such line or lines
will, when constructed and in operation, serve the convenience and necessities of the public, grant
said application; and no construction shall begin prior to the granting of the application and the
approval of the map, route and type of construction by the said commission; provided that this rule
shall not apply to the laying of pipe lines used exclusively for transporting or transmitting gas for
drilling purposes.

(2) The transmitter shall, as a part of the application, submit to the commission a map or plat of the
proposed line or lines, showing the dimensions and character of such line or lines, its compressor
stations, control valves and connections; an estimate of the cost of the project; an estimate of the proven
reserves of gas available for transportation through the proposed line; and an estimate of the
anticipated revenue, operating expenses and earnings of the project for a 5-year period.

(3) The transmitter's application shall, among other things, state (a) when said transmitter is a common
purchaser the price to be paid producers for the gas and the price at which gas will be sold to
distributors; (b) when said transmitter is a common carrier, the rates and fee which it will charge for the
service to be performed by it. Certified copies of all executed or proposed contracts with producers or
distributors  shall be filed with the application, together with such additional information as the
commission may require.

History: 1979 AC.

R 460.869 Requirements before transmitter may connect to gas wells.

Rule 19. Transmitters shall not connect with any gas well until a temporary or standard well
connection permit has been issued by the commission. (This permit is not required for connecting
lines exclusively for carrying gas for drilling purposes.)

History: 1979 AC.

R 460.870 Maximum taking of gas.

Rule 20. The transmitters in any field shall not at any time take gas from such field in greater total
amounts than the sum of the withdrawal allowances of all connected individual wells as
determined by R 460.865(1).

History: 1979 AC.
R 460.871 Proration among pipe lines and fields.

Rule 21. The allowable rates of withdrawal of gas for purposes of proration among producers and
among several purchasers, transmitters or pipe lines from the same field, and the prorating of



withdrawals among several fields shall be subject to approval by the commission. It shall be the duty of
the commission to determine that production from any pool or field is not abandoned or unreasonably
curtailed until recovery of all economically recoverable gas has been assured.

History: 1979 AC.

R 460.872 Discrimination.

Rule 22. (1) Common purchasers and common carriers are  expressly prohibited from
discrimination in amount of gas taken, price paid for or rates charged for like grades of natural gas or
facilities as between producers or persons; and if a common purchaser or common carrier is
likewise a producer, it shall not discriminate in favor of its own production or of production in which
it may be interested directly or indirectly. The commission shall have authority to relieve any such
common purchaser or common carrier, after due application, notice and hearing, from the obligation of
purchasing or receiving gas from wells which due to variation in quality and pressure, or for economic
reasons, are not at the time a practicable source of supply.

(2) Except in cases where exigency of service requires emergency measures, common purchasers
or common carriers shall not abandon nor curtail withdrawals or purchases of gas from any pool or
section of pool in favor of another pool or section thereof, because of temporary or permanent
decline in reservoir or producing pressure without having first received the approval of the commission.

History: 1979 AC.

R 460.873 Patrolling and supervision.

Rule 23. It shall be the duty of all transmitters to closely supervise the operation of all their lines to the
end that leakage may be kept at the lowest practical minimum. This shall include regular patrolling
by competent employees and prompt attention to leaks discovered or to other conditions affecting the
safe and efficient operation of pipe line systems.

History: 1979 AC.

R 460.874 Transmitter's or purchaser's reports and records.

Rule 24. (1) Every common purchaser, common carrier or transmitter of natural gas shall file with the
commission on or before the twenty-fifth day of each month, for the last preceding month, gas
transmitters monthly report (form 20A, appendix A), giving full information as to gas purchased from
each producer and as to sales or deliveries. Said report shall be signed by the transmitter or by a
responsible employee, whose capacity or title shall be indicated, and who is in a position to know that
the data or information is correct.

(2) Meter charts shall be kept on file at the office of the transmitter, and the commission shall have
access to all such records at any reasonable time. Also refer to R 460.902 in "standards of gas service."

History: 1979 AC.

R 460.875 Filing of rates, contracts, and regulations.

Rule 25. (1) Complete rate schedules, and rules and regulations governing each common
purchaser's or common carrier's relations  with  its producers and distributors, shall be filed in
compliance with commission order D-3096, or in pertinent superseding or modifying orders. In case all
purchase contracts in a single field are identical, the filing of such contracts as provided in section
25(2) hereof, shall be considered as fulfillment by the common purchaser of this requirement.

(2) Every common purchaser or common carrier shall file with the commission a true and verified
copy of any contracts for purchasing, receiving or supplying of gas within 30 days after the making
thereof.



(3) No change shall be made in any filed rates, charges, rules or regulations without approval of the
commission.

Distributors
Utilities distributing natural gas should also refer to and be governed by "standards of gas service,"
commission order no. 1982.

3. That attached hereto and made a part hereof is a map or plat of proposed line or lines, showing the
dimensions and characters of such line or lines, compression stations, control valves and connections.

4. That attached hereto and made a part here of is an exhibit showing the gas reserves served by the
proposed main or mains.

5. That attached hereto and made a part hereof is a schedule of the rates and prices at which the
applicant herein will receive gas at delivery stations and a schedule of rates or charges at which it
will deliver gas to connecting carriers or distributing lines or customers, and, in case it is proposed to
operate as a carrier for hire, a schedule of the rates and charges to be made for the services to be
performed by the applicant.

6. That attached hereto and made a part hereof are certified copies of all contracts now signed for the
purchase or sale of natural gas.

7. That attached hereto and made a part hereof is a carefully compiled estimate by expert engineers
setting forth the total cost of the completed project.

8. That attached hereto and made a part hereof is a carefully prepared estimate by competent engineers
showing the anticipated revenue, operating expenses and earnings for a five-year period. And said
petitioner, therefore, prays that the Michigan Public Service Commission, under the authority of Act
No. 9, of the Public Acts of Michigan for the year 1929, may grant to said petitioner its approval of
the said map or plat and of the construction of said line or lines and may determine that such line or lines,
when constructed and in operation, will serve the convenience and necessity of the public.

Figure for 460.875 (Part 1 of 8)



APPENDIX A
STATE OF MICHIGAN

Michigan Public Service Commission
APPLICATION FOR A STANDARD WELL CONNECTION PERMIT

x
j ek b Date 18
: _' 1. PRODUCER

] : Address

. 2 Name of lease
_Well Mo

H 3 Drilling permit %o

i 4. Legal description of drilling
and producing unit assigned
this well on which gas righis
are eommen or pooled by
P‘Ti:_ wpll I|lf:-|.'a|inn and I.r.u.r hnundz:!':. I::nM. -;_-‘;;.r||r|1u1'|:it}' agreement for proe

Nabe: praperty is Eregular in Form FAtEON pUrpOses

attach legal description by metes and
hounds tagether with large sketch giving
dimensions and distances in [,

township, . county and containing ____ acres.
SoWellisloeated: —— fto_ _and fe. of neares

s E ot

section lines,

& Date well completed __19___ 7. Date well ganged I
B By whom gauged % Method of gauging e
10, Open flow capacity e EL 34 hrs, 11 Shut in pressure
12 Depthtotopofpay — ft 13 Depthtobottomofpay — f1.
. Total depthofwell _______ft. 153 Specific gravity of gas
6. Gas to be purchased by :
17, Attach eopy of signed contact for purchase of gas

ETATE OF SHCHIGAN S

s5. Hy

Ceunty of Tal:
. being duly sworn says that he is

b .
of the petitioner; that he executed the foregoing petition with full anthority; that
he knews all the Facts therein set forth, and they are true of his own knowledge.
except as to those stated upon information and belisf, which he believes to he
frue.

Subscribed and sworn te before me this day of AD 18
Motary public county, Michigan,

Figure for 460.875 (Part 2 of 8)
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L'se this plalas a part of the connection perinil application
APPENDIX A
STATE OF MICHIGAN
Before the Michigan Public Service Commission
standard Well Connection Permit Mo,
In re application of
for permission to connect gas well designated as .
e Drilling permit Mo, 10 gathering lines of

psamireof Tedimieddierl

Location aof well: ok county

ir. and S | N of nearcet seetion lines in the
SR B

 Yefthe  ofthe Yood Seo. —

T .
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T maid application having been made pursnant (o commision order o, - 2585
(revised), issned by authority of Act Mo, 9of Public Acts of 1929, and Act Mo, 328,
Public Acts of 1937, and a contract having been entered into with the operator of
said pipe line for the taking of gas from the above well.

THEREFORE, IT IS ORDERED that applicant be permitted to construct the
wellhead connections at the well as deseribed, that

wdrer of Trioumtiar|
be permitted te connect its gathering lines thereto, and that production of gas shall
be permitted in accardance with allowable withdrawal arders to be jssoed,

That the wellhead connections shall be substantially as shown on plate LA,
appendix A, of Michigan Public Service Commissdion order No, D-2883,

That the allowable withdrawal of gas from the well shall be as set Torth in
allowable withdrawal orders as issued by the commission at sueh intervals as it
may deem necessary.

Civen under our hands and the official seal
of this commission at the city of Lansing,
state of Michigan, this ____ day
of e ADN

SMICHICAN PUBLIC SERVICE COMMISSION
By

Chairnan

i s B

o b

[T T

LESTIT R

Countersigned

STATE OF MICHIGAN
Michizan Public Service Commission
ALLOWARLE WITHDREAWAL ORDER

MOPOE COWELL CONNECTION FERMIT M0
Drilling permit %o
Bevision M,

Drate ssued L
[rate effective ] —
Revising sheet Mo, —
Name and number of well S
Hevision due to — -
Lacation township County
— Nofthe —_ Yofthe 4 of Sec,
T K.
Production area assigned well
Drate well completed Jla
Original test by commission: Drate Y I S—
Wellhead pressure e Alsalute apen flow
Acreage Factor Modified open fow
Fresent revised data:
[Date of test 18 S
Wellhead pressure — Ahsolute open flow
Acreage factor Moedified open flow -

Froduction of gas from this well shall conform with “minimum take” and
proration rules of the commission, as specifically provided for in proration
schedules to be isued

Minimum allowahble M. Cu. Ft. per month.
Maximizn allpwalle
withdrawal
In 12 Months e v o ML Cu, Fr
I S rmmths i e ML Cu. Fr
In Lmonth i WO, F
I Lalay o M. Cu. Fr

MICHIGAN PUBLIC SERVICE COMMISSION

M _— —————
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STATE OF MICHIGAN
Michigan Public Service Commission

PRODUVCER'S MONTHLY REPORT

Name of praducer —
Mame of purchaser or transmitter
For month ending B .19
Field township .
".-"“H-H .-_ HHHHHHHHHH H Cras Sold
Name znd Number of Well WL Cohie Foot
Teotal Cas Sold
Remarks
By ) -
Tl
STATE OF MICHIGAN
Michigan Public Service Commission
FRODUCER'S MONTHLY REPORT
MISCELLANEGUS CAS SALES
Month ending |
Nameof prodocer
Lease name — MUPSCWell No.
Location: . YSpe. T S K E.
5 W
To whom sold: Name -
Location: — WS, S M R E.
& W
Volwme, M, Cu Froo -
Estimated volume, flat rate sales: ML Co. Fe,
Sale value: —
FPurposes for which vsed: .
Remarks: — _

By
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THRASSMISSION LINE CONSTRUCTION APPLICATION
(Matural Gas)
State of Michigan
MICHICAS PUBLIC SERVICE COMAISSION

To the Michigan Public Service Commission:
Your Petitionsr,

respectfully represents:
1. That petitioner is & I

Ferann, eparimershi o corpraiun
whose residence or place of business is at —
. county, state of Michigan,

2, That it is the purpose of the applicant to construct transmission mains for the
transportation or conveyving of natural gas [rom sources of supply to the locality o
loealities where the said natoral gas is to be otilized, the said sources and locality
or localities being described as follows:

3 That attached hereto and made & part hereol is a map or plat of praposed
line or lines, showing the dimensions and characters of such line or lines,
compression stations, control valves and connections.

4. That attached hereto and made a part hereof is an exhibit showing the gas
reserves served by the proposed main or mains.

3. That attached hereto and made & part herecf is a schedule of the rates and
prices at which the applicant herein will receive gas at delivery stations and a
schedule of rates or charges at which it will deliver gas to connecting carriers or
distributing lines or customers, and, in case it is proposed to operate as s carrier
for hire, a schedule of the rates and charges 1o be made for the services o he
performed by the applicant.

& That attached hereto and made a part hereol are certified copies of all
contracts now signed for the purchase or sale of natural gas,

7. That attached hereto and made a part hereof is a carefully compiled estimate
by expert engineers setting forth the total cost of the completed project.

A That attached hereto and made a part hereof is a carefully prepared estimate
by competent engineers showing the anlicipated revenue, operating expenses and
earnings [or a five-year pericd.

And said petitioner, therefore, prayvs that the Michigan Public Service Commis.
sion, under the authority of Act No. % of the Public Acts of Michigan for the vear
1589, may grant to said petitioner its approval of the said map or plat and of the
construction of said line or lines and may determine that such line or lines, when
consteucted and in operation, will serve the convenience and necessity of the
public,

By —

Tk

STATE OF MICHIGAN,

County of

Beng duly sworn, deposes and says that he is

of the above named petitioner; that he has executed the I’oregog::gj}eliricn with
full authority so to do; that he has actual knowledge of all the facts therein set
forth, and the same is true of his own knowledge, except as to the maiters thersin
stated to be upon s information and belief, and as to those matters, be belioves it
o be true.

Subscribed and sworn before me this day of
AD 16

Motary public county, Mich,
Ny commission expires
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STATE OF MICHIGAN
Wlichigan Public Service Commission

CAS TRANSMUTTER'S MONTHLY REPORT

same of lransmitter

Month ending 19 MNameaof field -

CRepet wack fedd oo lae wqaraesh |

Gas purchased from {(Name of producer] M. cubic feet

Total gas purchased from feld

Sales of gas (Name of purchaser and location)

TOTAL CAS SOLD
GAS USED BY TRANSMITTER
GAS UNACCOUNTED FOR

By

Tiik
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PLATE 1A

GCHCRAL SPECIFICATIONS

ALL WELL HCAD FITTMESE ARD WATEMALE UF Ta wiil SECLLATIM JHALL HEeL TCRT FSLI3UNCS AT LLAST TWICE THE 9007 I8 ¥ILL

PR
MEE ARD CEACT DLMGH &F FITTIHGE WAY BE vARICE TO FIT MFFENING CONBITHSE OF FRLEMWAT, SFDH FLOW CaRASITT ARG BATE OF

WITHIS N, 5 GAS

A CARRCITY TEAT COMMICTRON 4RO & FRIZURE COMHECTIOM SHALL B PREIBED im ail CRSEE  THE CARGITYT TERT canmistion
dHan, B oF A4 FFD F wiLh 13 LABGEE THAM FLO05005 CL FT. CARLCITY,

AwEaT Wiy MEAD WORT B FAOWIDED WITHE A A FARATE FARWTE" COMMLCT RN,

ALL GATE ©OF volwE wliL3 JWALL BT LEFT o4 valwf ATEWF ASe JLCUNILT FARTOIMID TO FAMC,

WEABUMELEMT FEGW VERTICAL LML TRASRISH CEWTLA OF CABING T STfud oW Fuéw Liml, T03T LisD, AND TASUCE Lo
CATLS DR faiwild, dHaly BE CAFATEN  THARm Balud  OF wHilfy, O WASTES CATE, TO Av0ID MHTERFCECHCL sl ToSnd 1M EuCaCEscT

CFTRMC GF CLOLMEC OF LAITEE CaTE,
FERUAHERT

M.oP @O wWELL CEOMMECTHH MOMAT  PLATE T BE  ATTALHED B &
FRLE  TO LITHES  THE ®SELL HLAG 08 TRE [MOL0LEWE 57T

Am agumr wapwe [ umg,
FIT FLUSE MOALL WiYEL THAT Mawi Sy GOWH JTNLAM COMMECTHMI OR AITTINGS.
-

CARIITY VLT vl ThOm

vk wilid oF vl rigooes " BAL FLUG OR ImeciD meeLD a
Lol FILE CRPRCITT g
x
B
L APACLIAE  CORRECT
CATICAL O HOMZOMTAL
: | [x] r=riue
Ariam  counmtean TE 0% FLUG WLV LATE R LARACITY TEST ComRLC T
UG YRLYT LI L FOR WILLY OF 2aipee
U, T, CARRCITY of LE83

f'phll-tl SRR TG
FARMTRA  CoWidTIoN

i —
YV

FLMGE @R GATE WALYE

MICH, PUBLIC SERVICE
LA THAW COMMISSICIMN WOT LESS THAM ¥
E T - TuBING EMHGINEERING DEPARITHENT HOR AL TEHAN & TY
Teiam & FELT
STAMNDARD
WELL HEAD CONNECTIGN APPENDN —&
PLATE =1 &

MAY 1, 1240
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FLATE 2A

Acreage Factors for Various Sized
Teacts in the Walker-Talmadge Ofl Fleld.

60
Acres.
20 40 ° o
Acres. Acres,
?G L] ] - ] L]
Acres.
] . L . o o
AF a AF A AF 1 AF 114
80
Acres. 160 Acres.
(] [} Qo o (=] [n
L - O » L ] o
L ] L ] o] L] [ ] [=}
) ] 4] a] O 0
AF. 2 AF 4

Above w ol locations are on the nermal [0cacre pattern used in Walker-
Talmadge oil field.

Those well locations shown in solid black represent Traverse oil wells that may
he deepened or plugged back to obtain gas production with acreage factors as
stated. On tracts of 20 acres or maee, operator may deepen or plug back only 1 of
the wells shown in black in order to secure masimum allowable for the tract. The
deepening or plugging back af a second well on the same tract, regardless of size
of tract, shall not increase the allowahble, If, al the option of the producer, any of
the above Traverse wells, ather than those in solid black, are deepened or plugged
back, they shall receive the usual acreage factor preseribed by commission’s order
[3-2883, effective Mav 1, 1940

Above well locations are on the normal 10-acre pattern used in Walker-Talmadge oil field.

Those well locations shown in solid black represent Traverse oil wells that may be deepened or
plugged back to obtain gas production with acreage factors as stated. On tracts of 20 acres or more,
operator may deepen or plug back only 1 of the wells shown in black in order to secure maximum
allowable for the tract. The deepening or plugging back of a second well on the same tract, regardless of
size of tract, shall not increase the allowable. If, at the option of the producer, any of the above
Traverse wells, other than those in solid black, are deepened or plugged back, they shall receive the usual
acreage factor prescribed by commission's order D-2883, effective May 1, 1940.

History: 1979 AC.



