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This map is the property of Michigan Consolidated Gas Co.
and Maness Petroleum Corporation. Distribution or reproduction

in any form whatsoever without the Company's express written

consent is forbidden. The Company makes no warranties and

assumes no liabilities with respect to the information on the map 

or any use made thereof.

Call Michcon Trainsmission and Storage Operation
to discuss your gas transportation needs.
Phone: (989) 732-9411
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MPSC Case No.:  U-14672
October 25, 2005 Witness: M. C. Cieslak

Exhibit No.:  TB-12 (MCC-1)
Page No.:  1 of 1

Thunder Bay Gathering Company
Booked Gross Plant Levels

($000)

Line No. 1997 1998 1999 2000 2001 2002 2003 2004 2005
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7) (Col. 8) (Col. 9) (Col. 10)

Beginning of the Year - Gross Plant
1 Pipeline -$                12,689$          12,937$          12,974$          13,412$          13,446$          13,446$          13,446$          13,446$          
2 Non-Pipeline -$                -$                -$                -$                -$                -$                -$                106$               106$               
3 Beginning of the Year - Gross Plant -$                12,689$          12,937$          12,974$          13,412$          13,446$          13,446$          13,552$          13,552$          

Net Additions
4 Pipeline -$                248$               37$                 438$               34$                 -$                -$                -$                -$                
5 Non-Pipeline -$                -$                -$                -$                -$                -$                106$               -$                -$                
6 Net Additions -$                248$               37$                 438$               34$                 -$                106$               -$                -$                

End of the Year - Gross Plant
7 Pipeline 12,689$          12,937$          12,974$          13,412$          13,446$          13,446$          13,446$          13,446$          13,446$          
8 Non-Pipeline -$                -$                -$                -$                -$                -$                106$               106$               106$               
9 End of the Year - Gross Plant 12,689$          12,937$          12,974$          13,412$          13,446$          13,446$          13,552$          13,552$          13,552$          



Case No.: U-14672
October 25, 2005 Witness: M. C. Cieslak

Exhibit No.:      TB-13 (MCC-2)  
Page No.: 1 of 2

Thunder Bay Gathering Company
Booked and Restated Depreciation Expense

Booked
($000)

Line No. 1997 1998 1999 2000 2001 2002 2003 2004 2005
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7) (Col. 8) (Col. 9) (Col. 10)

Based on Booked Depreciation Expense

Beginning of the Year - Net Plant
1 Gross Plant -$                 12,689$           12,937$           12,974$           13,412$           13,446$           13,446$           13,552$           13,552$           
2 Less:  Accumulated Depreciation -$                 -$                 678$                1,199$             2,021$             3,159$             4,116$             4,954$             5,645$             
3 Less:  Accumulated Asset Retirement Obligation (ARO) -$                 -$                 -$                 -$                 -$                 -$                 -$                 167$                178$                
4 Less:  Accumulated Deferred Federal Income Tax (DFIT) -$                 -$                 148$                302$                291$                139$                145$                48$                  (40)$                 
5 Beginning of the Year - Net Plant -$                 12,689$           12,111$           11,473$           11,100$           10,148$           9,185$             8,383$             7,769$             

Change to Accumulated Book Depreciation
6 Depreciation Expense - Pipeline -$                 678$                521$                822$                1,138$             957$                804$                686$                257$                
7 Depreciation Expense - Asset Retirement Cost (ARC) -$                 -$                 -$                 -$                 -$                 -$                 34$                  5$                    5$                    
8 Increase to Accumulated Depreciation -$                 678$                521$                822$                1,138$             957$                838$                691$                262$                

9 Change to Asset Retirement Obligation (ARO) -$                 -$                 -$                 -$                 -$                 -$                 167$                11$                  12$                  

Change to Accumulated Deferred Federal Income Tax (tax/book differences)
10 Depreciation (1) -$                 209$                97$                  (20)$                 (141)$               (95)$                 (70)$                 (34)$                 115$                
11 Other -$                 (61)$                 57$                  9$                    (12)$                 102$                (27)$                 (54)$                 -$                 
12 Decrease to Accumulated DFIT -$                 148$                154$                (11)$                 (153)$               7$                    (97)$                 (88)$                 115$                

End of the Year - Net Plant (adjusted for DFIT)
13 Gross Plant 12,689$           12,937$           12,974$           13,412$           13,446$           13,446$           13,552$           13,552$           13,552$           
14 Less:  Accumulated Depreciation -$                 678$                1,199$             2,021$             3,159$             4,116$             4,954$             5,645$             5,907$             
15 Less:  Accumulated Asset Retirement Obligation (ARO) -$                 -$                 -$                 -$                 -$                 -$                 167$                178$                190$                
16 Less:  Accumulated Deferred Federal Income Tax -$                 148$                302$                291$                139$                145$                48$                  (40)$                 75$                  
17 End of the Year - Net Plant 12,689$           12,111$           11,473$           11,100$           10,148$           9,185$             8,383$             7,769$             7,380$             

18 Transportation Volumes per Exhibit TB-8 (ED-8) - MMcf 28,570             31,792             32,674             28,887             26,723             24,833             22,921             21,333             19,737             

(1)  Calculation of DFIT related to book / tax depreciation:
19 Book Depreciation 678$                    521$                    822$                    1,138$                 957$                    838$                    691$                    262$                    
20 Tax Depreciation 1,276$                 797$                    766$                    736$                    685$                    637$                    593$                    590$                    
21   Book / Tax Difference 598$                    276$                    (56)$                     (402)$                   (272)$                   (201)$                   (98)$                     328$                    
22   FIT Rate 35% 35% 35% 35% 35% 35% 35% 35%
23      Deferred Federal Income Tax - Book / Tax Depreciation 209$                    97$                      (20)$                     (141)$                   (95)$                     (70)$                     (34)$                     115$                    



Case No.: U-14672
October 25, 2005 Witness: M. C. Cieslak

Exhibit No.:      TB-13 (MCC-2)  
Thunder Bay Pipeline Company Page No.: 2 of 2

Booked and Restated Depreciation Expense
Restated

($000)

Line No. 1997 1998 1999 2000 2001 2002 2003 2004 2005
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7) (Col. 8) (Col. 9) (Col. 10)

Based on Restated Depreciation Expense

Beginning of the Year - Net Plant
1 Gross Plant -$                 12,689$           12,937$           12,974$           13,412$           13,446$           13,446$           13,552$           13,552$           
2 Less:  Accumulated Depreciation -$                 -$                 413$                838$                1,214$             1,561$             1,884$             2,216$             2,498$             
3 Less:  Accumulated Asset Retirement Obligation (ARO) -$                 -$                 -$                 -$                 -$                 -$                 -$                 167$                178$                
3 Less:  Accumulated Deferred Federal Income Tax (DFIT) -$                 -$                 241$                428$                574$                698$                927$                1,018$             1,075$             
4 Beginning of the Year - Net Plant -$                 12,689$           12,283$           11,708$           11,625$           11,187$           10,636$           10,151$           9,801$             

Change to Accumulated Book Depreciation
5 Depreciation Expense - Pipeline (1) -$                 413$                425$                376$                347$                323$                298$                277$                257$                
6 Depreciation Expense - Asset Retirement Cost -$                 -$                 -$                 -$                 -$                 -$                 34$                  5$                    5$                    
7
8 Increase to Accumulated Depreciation -$                 413$                425$                376$                347$                323$                332$                282$                262$                

9 Change to Asset Retirement Obligation (ARO) -$                 -$                 -$                 -$                 -$                 -$                 167$                11$                  12$                  

Change to Accumulated Deferred Federal Income Tax (tax/book differences)
10 Depreciation (2) -$                 302$                130$                137$                136$                127$                129$                110$                117$                
11 Other -$                 (61)$                 57$                  9$                    (12)$                 102$                (37)$                 (54)$                 -$                 

12 Decrease to Accumulated DFIT -$                 241$                187$                146$                124$                229$                92$                  56$                  117$                

End of the Year - Net Plant (adjusted for DFIT)
13 Gross Plant 12,689$           12,937$           12,974$           13,412$           13,446$           13,446$           13,552$           13,552$           13,552$           
14 Less:  Accumulated Depreciation -$                 413$                838$                1,214$             1,561$             1,884$             2,216$             2,498$             2,760$             
15 Less:  Accumulated Asset Retirement Obligation (ARO) -$                 -$                 -$                 -$                 -$                 -$                 167$                178$                190$                
16 Less:  Accumulated Deferred Federal Income Tax -$                 241$                428$                574$                698$                927$                1,018$             1,075$             1,192$             
17 End of the Year - Net Plant 12,689$           12,283$           11,708$           11,625$           11,187$           10,636$           10,151$           9,801$             9,411$             

(1)  Calculation of Restated Depreciation Expense
18 Transportation Volumes per TB-8 (ED-8) - MMcf 31,792             32,674             28,887             26,723             24,833             22,921             21,333             19,737             
19 Depreciation Rate adopted in Case No. U-10782 (1) 0.0130$           0.0130$           0.0130$           0.0130$           0.0130$           0.0130$           0.0130$           0.0130$           
20 Restated Depreciation Expense 413$                425$                376$                347$                323$                298$                277$                257$                

21 (1) Original Projected Construction  Costs 10,819$               (Per Order Page 26)
22 Original Projected Thunder Bay Reserves - MMcf 833,475               (Per Order Page 32, and Pages 8-11)
23   Unit of Transportation Depreciation Rate 0.0130$               

(2)  Calculation of DFIT related to restated book / tax depreciation:
24 Restated Depreciation 413$                    425$                    376$                    347$                    323$                    269$                    277$                    257$                    
25 Tax Depreciation 1,276$                 797$                    766$                    736$                    685$                    637$                    593$                    590$                    
26   Book / Tax Difference 863$                    372$                    390$                    389$                    362$                    368$                    316$                    333$                    
27   FIT Rate 35% 35% 35% 35% 35% 35% 35% 35%
28      Deferred Federal Income Tax - Book / Tax Depreciation 302$                    130$                    137$                    136$                    127$                    129$                    110$                    117$                    



Case No.: U-14672
October 25, 2005 Witness: M. C. Cieslak

Exhibit No.: TB-14 (MCC-3)
Page No.: 1 of 1

Thunder Bay Gathering Company
Adjusted Booked Operations and Maintenance Expense Levels

($000)

Three-Year
Line No. 2002 2003 2004 Average

(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5)

1 Pipeline Operations and Maintenance Expenses 206$               187$               260$               218$               
2 Other Direct Services 50$                 55$                 40$                 48$                 
3 Cumulative Effect of FAS 143 Obligation -$               52$                 -$               17$                 
4 Accretion Expense -$               11$                 11$                 7$                   
5 Parent Company Charges 138$               237$               179$               185$               
6   Booked Operations and Maintenance Expenses 394$               542$               490$               475$               
7 Adjustment to Levelize FAS 143 Obligation 11$                 (52)$               -$               (14)$               
8 Operations and Maintenance Expenses 405$               490$               490$               462$               

9 Receipt Point Expenses included in Total 167$               



Case No.: U-14672
October 25, 2005 Witness: M. C. Cieslak

Exhibit No.: TB-15 (MCC-4)
Page No. 1 of 1

Thunder Bay Gathering Company
Booked Property and Other Taxes

($000)

Line No. 2001 2002 2003 2004 2005
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

Booked Property Tax Expense

1 Booked Property Tax Expense 47$                  53$                  35$                  50$                  50$                  

Transportation Volumes per ExhibitTB-8 (ED-8) - MMcf



Case No.: U-14672
October 25, 2005 Witness: M. C. Cieslak

Exhibit No.: TB-16 (MCC-5)
Page No.: 1 of 1

Thunder Bay Gathering Company
Booked and Restated Cost of Capital

($000)

Line No. 2001 2002 2003 2004
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5)

Based on Booked Financial Results
1 Net Income / (Loss) (33)$                (73)$                22$                 
2 Shareholder's Equity 11,485$          10,452$          10,379$          8,401$            
3 Average Shareholder's Equity 10,969$          10,416$          9,390$            

4 Return on Shareholder's Equity -0.30% -0.70% 0.23%

Based on Restated Financial Results
5 Booked Net Income / (Loss) (33)$                (73)$                22$                 

6 Addback:  Booked Depreciation per TB-13 (MCC-2), p1, L8 957$               838$               691$               
7 Subtract:  Restated Depreciation Expense per TB-13 (MCC-2), p2, L8 323$               332$               282$               
8   Change in Depreciation 634$               506$               409$               
9   Net of Tax @ 65% (increase to income) 412$               329$               266$               

10 Subtract:  Restated Long-term Debt Expense @ 6.57% per MichCon's Rate Order
   (Case No. U-13898) times L14 360$               342$               308$               

11   Net of Tax @ 65% (decrease to income) 234$               222$               200$               

12 Restated Net Income 145$               34$                 87$                 

13 Booked Average Shareholder's Equity 10,969$          10,416$          9,390$            
14 Adjust Shareholder's Equity to Reflect 50:50 Debt:Equity Balance (L13 * 50%) 5,484$            5,208$            4,695$            

15 Restated Return on Shareholder's Equity 2.64% 0.64% 1.86%

Note:  Shareholder Equity was not trued up to reflect income adjustments noted above.
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Thunder Bay Gathering Company
Projected Cost of Service and Revised Rate - Summary

($000)

Line No. Source 2006 2007 2008 2009 2010
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Average Net Plant p2 of 5 8,772$            7,561$            6,479$            5,511$            4,637$            

2 Return and Taxes p5 of 5 12.37% 1,085$            935$               801$               681$               573$               
3 Operations and Maintenance Expenses p3 of 5 462$               487$               495$               505$               515$               
4 Depreciation Expense p2 of 5 1,623$            1,417$            1,225$            1,069$            934$               
5 Single Business Tax Adjustment for Depreciation p4 of 5 31$                 27$                 23$                 20$                 18$                 
6 Property Taxes p4 of 5 37$                 34$                 32$                 30$                 29$                 
7 Total Cost of Service 3,238$            2,900$            2,576$            2,305$            2,070$            

8 Receipt Point Fees (33 meters * $450 * 12 months) 178$               178$               178$               178$               178$               
9 Administrative Charge Revenues (10 customers * $300 * 12 months) 36$                 36$                 36$                 36$                 36$                 

10 Net Cost of Service 3,024$            2,686$            2,362$            2,091$            1,856$            
11 Present Value Cost of Service 2,773$            2,259$            1,822$            1,480$            1,204$            
12 Total Present Value Cost of Service 9,539$            

13 Annual Transportation Volume - MMcf (ED-8) 18,197            15,875            13,715            11,963            10,451            
14 Five Year Levelized Rate per Mcf Solve For 0.171$            0.171$            0.171$            0.171$            0.171$            
15 Total Revenues 3,112$            2,715$            2,345$            2,046$            1,787$            
16 Present Value Revenues 2,854$            2,283$            1,809$            1,447$            1,160$            
17 Total Present Value Revenues 9,553$            

After-Tax Rate Factor Disc. Factor 1 / Disc.Factor
18 Year 2006  0.0904            1.0904            1.0904            0.9171            
19 Year 2007  0.0904            1.0904            1.1889            0.8411            (After-Tax Rate per p5 of 5)
20 Year 2008  0.0904            1.0904            1.2963            0.7714            
21 Trans Year 2009  0.0904            1.0904            1.4134            0.7075            
22 Year 2010  0.0904            1.0904            1.5411            0.6489            
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Thunder Bay Gathering Company
Projected Cost of Service and Revised Rate - Net Plant and Depreciation Calculation

($000)

Line No. Source 2005 2006 2007 2008 2009 2010
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Restated Net Plant @ 12/31/2005 MCC-2,p2, 10,602$          10,602$          10,602$          10,602$          10,602$          10,602$          
L17 + L16

2 Transportation Volume ED-8 18,197            15,875            13,715            11,963            10,451            
3 Depreciation Rate (1) 0.0889$          0.0889$          0.0889$          0.0889$          0.0889$          
4   Unit of Transportation Depreciation 1,618$            1,412$            1,220$            1,064$            929$               
5   Asset Retirement Cost Depreciation 5$                   5$                   5$                   5$                   5$                   
6      Booked Depreciation Expense L4 + L5 1,623$            1,417$            1,225$            1,069$            934$               
7 Incremental Accumulated Book Depreciation 1,623$            3,040$            4,265$            5,334$            6,268$            

8 Net Plant @ Year-End 10,602$          8,979$            7,562$            6,337$            5,269$            4,334$            

9 Tax Depreciation Rates - Pipelines Workpaper 4.70% 4.70% 4.70% 4.70% 4.70%
10 Gross Plant @ 12/31/2005 MCC-2,p2,L13 13,552$          13,552$          13,552$          13,552$          13,552$          
11      Tax Depreciation Expense L10 x L9 637$               637$               637$               637$               637$               
12 Incremental Accumulated Tax Depreciation 637$               1,274$            1,911$            2,548$            3,185$            

13 Difference Between Tax and Book Depreciation L12 - L7 (986)$              (1,766)$           (2,354)$           (2,786)$           (3,083)$           
14 Deferred Federal Income Tax @ 35% L13 x 35% (345)$              (618)$              (824)$              (975)$              (1,079)$           

15           Restated Deferred Federal Income Tax - Liability MCC-2,p2,L16 1,192$            846$               573$               368$               217$               112$               
16           Adjusted Net Plant MCC-2,p2,L17 9,411$            8,133$            6,989$            5,970$            5,052$            4,222$            
17           Average Adjusted Net Plant 8,772$            7,561$            6,479$            5,511$            4,637$            

18 (1)  Unit of Transportation Depreciation Rate:
19 Restated Net Plant @ 12/31/2005 10,602$          
20 Expected Transportation Volumes per MMcf 2006 - 2025 119,217          
21   Unit of Transportation Depreciation Rate per Mcf 0.0889$          
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Thunder Bay Gathering Company
Projected Cost of Service and Revised Rate - Operations and Maintenance Expenses

($000)

3-Yr Ave
Line No. Source 2002-04 2006 2007 2008 2009 2010

(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7)
Transportation Volumes perTB-8 (ED-8) - MMcf

1 Average  2002-04 O & M Expenses MCC-3,p1,L8 462$               476$               487$               495$               505$               515$               

2 Inflation Rate (1) 3.0% 2.5% 1.6% 1.9% 2.1% 2.2%
3 Operations and Maintenance Expenses 476$               487$               495$               505$               515$               527$               

(1)  Inflation rates derived from CPI information available as of the May 2005
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Thunder Bay Gathering Company
Projected Cost of Service and Revised Rate - Property and Other Taxes

($000)

Line No. Source 2005 2006 2007 2008 2009 2010
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7)

Property Tax Expense

Property Tax Expense based on
1 Expected Cash Payments Workpaper 37$                 34$                 32$                 30$                 29$                 

Single Business Tax Adjustment

2 Eliminate Booked Depreciation from SBT Calculation MCC-6,p2,L6 1,623$            1,417$            1,225$            1,069$            934$               

3 Single Business Tax Rate 1.90% 1.90% 1.90% 1.90% 1.90%
4 Single Business Tax Adjustment 31$                 27$                 23$                 20$                 18$                 
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Thunder Bay Gathering Company
Projected Cost of Service and Revised Rate - Cost of Capital

($000)
Weighted (2) Weighted 

Cost Cost Pre-tax Pre-tax
Line No. Source % Rate Rate Factor Cost of Cap.

(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Long-term Debt (1) 50% 6.57% 3.29% 1.01936          3.35%

2 Common Equity (1) 50% 11.50% 5.75% 1.56826          9.02%

3 Overall Cost of Capital 9.04% 12.37%

(1)  Cost Rates are pursuant to MichCon's Rate Order Case No. U-13898, page 33.  Fifty basis points added to the equity component to reflect differential
          that existed between MichCon's previous authorized rate and the return originally adopted by the MPSC in Thunder Bay's initial case.
(2)  Single Business Tax Rate is 1.9%, Federal Income Tax Rate is 35%.
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Thunder Bay Gathering Company
Forward Looking - Using the Original Rate Setting Cost of Service Assumptions - Summary

($000)

Line No. Source 2006 2007 2008 2009 2010
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Average Net Plant p2 of 5 5,876$            4,995$            4,206$            3,498$            2,856$            

2 Return and Taxes p5 of 5 12.37% 727$               618$               520$               433$               353$               
3 Operations and Maintenance Expenses p3 of 5 158$               161$               164$               167$               171$               
4 Depreciation Expense p2 of 5 1,155$            1,008$            871$               761$               665$               
5 Single Business Tax Adjustment for Depreciation p4 of 5 22$                 19$                 17$                 14$                 13$                 
6 Property Taxes p4 of 5 81$                 75$                 70$                 66$                 63$                 
7 Total Cost of Service 2,142$            1,881$            1,642$            1,440$            1,265$            

8 Receipt Point Fees -$                -$                -$                -$                -$                
9 Administrative Charge Revenues (10 customers * $300 * 12 months) 36$                 36$                 36$                 36$                 36$                 

10 Net Cost of Service 2,106$            1,845$            1,606$            1,404$            1,229$            
11 Present Value Cost of Service 1,932$            1,552$            1,239$            994$               798$               
12 Total Present Value Cost of Service 6,514$            

13 Annual Transportation Volume - MMcf (ED-8) 18,197            15,875            13,715            11,963            10,451            
14 Five Year Levelized Rate per Mcf Solve For 0.117$            0.117$            0.117$            0.117$            0.117$            
15 Total Revenues 2,129$            1,857$            1,605$            1,400$            1,223$            
16 Present Value Revenues 1,953$            1,562$            1,238$            990$               793$               
17 Total Present Value Revenues 6,537$            

After-Tax Rate Factor Disc. Factor 1 / Disc.Factor
18 Year 2006  0.0904            1.0904            1.0904            0.9171            
19 Year 2007  0.0904            1.0904            1.1889            0.8411            (After-Tax Rate per p5 of 5)
20 Year 2008  0.0904            1.0904            1.2963            0.7714            
21 Trans Year 2009  0.0904            1.0904            1.4134            0.7075            
22 Year 2010  0.0904            1.0904            1.5411            0.6489            
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Thunder Bay Gathering Company
Forward Looking - Using the Original Rate Setting Cost of Service Assumptions - Net Plant and Depreciation

($000)

Line No. Source 2005 2006 2007 2008 2009 2010
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Restated Net Plant @ 12/31/2005 (1) 7,532$            7,532$            7,532$            7,532$            7,532$            7,532$            

2 Transportation Volume ED-8 18,197            15,875            13,715            11,963            10,451            
3 Depreciation Rate (2) 0.0632$          0.0632$          0.0632$          0.0632$          0.0632$          
4   Unit of Transportation Depreciation 1,150$            1,003$            866$               756$               660$               
5   Asset Retirement Cost Depreciation 5$                   5$                   5$                   5$                   5$                   
6      Booked Depreciation Expense 1,155$            1,008$            871$               761$               665$               
7 Incremental Accumulated Book Depreciation 1,155$            2,163$            3,034$            3,795$            4,460$            

8 Net Plant @ Year-End 7,532$            6,377$            5,369$            4,498$            3,737$            3,072$            

9 Tax Depreciation Rates - Pipelines 4.7000% 4.7000% 4.7000% 4.7000% 4.7000%
10 Gross Plant @ 12/31/2005 MCC-2,p2,L14 10,819$          10,819$          10,819$          10,819$          10,819$          
11      Tax Depreciation Expense 508$               508$               508$               508$               508$               
12 Incremental Accumulated Tax Depreciation 508$               1,017$            1,525$            2,034$            2,542$            

13 Difference Between Tax and Book Depreciation (646)$              (1,146)$           (1,509)$           (1,761)$           (1,918)$           
14 Deferred Federal Income Tax @ 35% (226)$              (401)$              (528)$              (616)$              (671)$              

15           Restated Deferred Federal Income Tax - Liability / (Asset) 1,192$            966$               791$               664$               575$               521$               
16           Adjusted Net Plant 6,340$            5,412$            4,578$            3,834$            3,161$            2,551$            
17           Average Adjusted Net Plant 5,876$            4,995$            4,206$            3,498$            2,856$            

18 (1)   MPSC adopted construction, Order p26 and 27 10,819$          (2)  Unit of Transportation Depreciation Rate:
19 Thunder Bay volumes 1996 - 2005 (Exhibit ED-8) 252,875          Restated Net Plant @ 12/31/2005 7,532$            
20 MPSC adopted depreciation rate (MCC-2,p2,L23) 0.0130$          Expected Transportation Volumes per MMcf 2006 - 2025 119,217          
21   Accumulated Depreciation 3,287$              Unit of Transportation Depreciation Rate per Mcf 0.0632$          
22       Restated Net Plant @ 12/31/2005 7,532$            
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Thunder Bay Gathering Company
Forward Looking - Using the Original Rate Setting Cost of Service Assumptions - Operations and Maintenance Expenses

($000)

Adopted
Line No. Source O & M 2006 2007 2008 2009 2010

(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7)
Transportation Volumes perTB-8 (ED-8) - MMcf

O&M Expense
1   1996 - Base 127$               
2   1997 130$               
3   1998 132$               
4   1999 135$               
5   2000 139$               
6   2001 143$               
7   2002 146$               
8   2003 149$               
9   2004 153$               

10   2005 158$               
11 Test Period O & M Expense 158$               161$               164$               167$               171$               

12 Inflation Rate (1) 2.5% 1.6% 1.9% 2.1% 2.2%
13 Operations and Maintenance Expenses 161$               164$               167$               171$               174$               

(1)  Inflation rate based on CPI information available in May 2005
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Thunder Bay Gathering Company
Forward Looking - Using the Original Rate Setting Cost of Service Assumptions - Property and Other Taxes

($000)

Line No. Source 2005 2006 2007 2008 2009 2010
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7)

Property Tax Expense
1 Gross Plant @ 12/31/2005 MCC-2,p2,L14 10,819$          10,819$          10,819$          10,819$          10,819$          10,819$          

2 Equalized Assessment Percent 50% 50% 50% 50% 50%

3 Property Tax Base 5,410$            5,410$            5,410$            5,410$            5,410$            

4 Property Tax Factor 36% 33% 31% 29% 28%

5 Amount Subject to Property Tax 1,947$            1,785$            1,677$            1,569$            1,515$            

6 Property Tax Rate (1) 4.18% 4.18% 4.18% 4.18% 4.18%
7 Property Tax Expense 81$                 75$                 70$                 66$                 63$                 

Single Business Tax Adjustment

8 Eliminate Booked Depreciation from SBT Calculation MCC-6,p2,L6 1,155$            1,008$            871$               761$               665$               

9 Single Business Tax Rate 1.90% 1.90% 1.90% 1.90% 1.90%
10 Single Business Tax Adjustment 22$                 19$                 17$                 14$                 13$                 
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Thunder Bay Gathering Company
Forward Looking - Using the Original Rate Setting Cost of Service Assumptions - Cost of Capital

($000)
Weighted (2) Weighted 

Cost Cost Pre-tax Pre-tax
Line No. Source % Rate Rate Factor Cost of Cap.

(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Long-term Debt (1) 50% 6.57% 3.29% 1.01936          3.35%

2 Common Equity (1) 50% 11.50% 5.75% 1.56826          9.02%

3 Overall Cost of Capital 9.04% 12.37%

(1)  Cost Rates are pursuant to MichCon's Rate Order Case No. U-13898, page 33.  In addition 50 basis points added to the equity component to reflect the
          differential that existed between MichCon's previous authorized rate and the return originally adopted by the MPSC in Thunder Bay's initial case.
(2)  Single Business Tax Rate is 1.9%, Federal Income Tax Rate is 35%.



p

Case No.: U-14672
October 25, 2005 Witness: M. C. Cieslak

Exhibit No.: TB-19 (MCC-8)
Page No.: 1 of 5

Thunder Bay Gathering Company
Initial Five-Year Cost of Service with Current Expected Reserves - Summary

($000)

Line No. Source Yr 1 Yr 2 Yr 3 Yr 4 Yr 5
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Average Net Plant p2 of 5 10,454$          9,609$            8,658$            7,769$            6,967$            

2 Return and Taxes p5 of 5 13.65% 1,427$            1,312$            1,182$            1,061$            951$               
3 Operations and Maintenance Expenses p3 of 5 127$               131$               135$               139$               143$               
4 Depreciation Expense p2 of 5 831$               924$               950$               840$               777$               
5 Single Business Tax Adjustment for Depreciation p4 of 5 (235)$              21$                 22$                 19$                 18$                 
6 Property Taxes p4 of 5 203$               199$               191$               183$               179$               
7 Total Cost of Service 2,353$            2,588$            2,480$            2,242$            2,068$            

8 Administrative Charge Revenues (14 customers * $300 * 12 months) 50$                 50$                 50$                 50$                 50$                 

9 Net Cost of Service 2,303$            2,538$            2,430$            2,192$            2,018$            
10 Present Value Cost of Service 2,092$            2,093$            1,821$            1,491$            1,247$            
11 Total Present Value Cost of Service 8,744$            

12 Annual Transportation Volume - MMcf (ED-8) 28,570            31,792            32,674            28,887            26,723            
13 Five Year Levelized Rate per Mcf Solve For 0.0775$          0.0775$          0.0775$          0.0775$          0.0775$          
14 Total Revenues 2,214$            2,464$            2,532$            2,239$            2,071$            
15 Present Value Revenues 2,011$            2,033$            1,897$            1,524$            1,280$            
16 Total Present Value Revenues 8,745$            

After-Tax Rate Factor Disc. Factor 1 / Disc.Factor
17 Year 2006  0.1010            1.1010            1.1010            0.9083            
18 Year 2007  0.1010            1.1010            1.2122            0.8249            (After-Tax Rate per p5 of 5)
19 Year 2008  0.1010            1.1010            1.3346            0.7493            
20 Year 2009  0.1010            1.1010            1.4694            0.6805            
21 Trans Year 2010  0.1010            1.1010            1.6178            0.6181            
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Thunder Bay Gathering Company
Initial Five-Year Cost of Service with Current Expected Reserves - Net Plant and Depreciation

($000)

Line No. Source Original Yr 1 Yr 2 Yr 3 Yr 4 Yr 5
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Construction Costs per Order p26 and 27 10,819$          10,819$          10,819$          10,819$          10,819$          10,819$          

2 Transportation Volume ED-8 28,570            31,792            32,674            28,887            26,723            
3 Depreciation Rate (2) 0.0291$          0.0291$          0.0291$          0.0291$          0.0291$          
4   Unit of Transportation Depreciation 831$               924$               950$               840$               777$               
5   Asset Retirement Cost Depreciation -$                -$                -$                -$                -$                
6      Booked Depreciation Expense 831$               924$               950$               840$               777$               
7 Incremental Accumulated Book Depreciation 831$               1,755$            2,705$            3,545$            4,322$            

8 Net Plant @ Year-End 10,819$          9,988$            9,064$            8,114$            7,274$            6,497$            

9 Tax Depreciation Rates - Pipelines 5.00% 9.50% 8.55% 7.70% 6.93%
10 Gross Plant @ 12/31/2005 MCC-2,p2,L14 10,819$          10,819$          10,819$          10,819$          10,819$          
11      Tax Depreciation Expense 541$               1,028$            925$               833$               750$               
12 Incremental Accumulated Tax Depreciation 541$               1,569$            2,494$            3,327$            4,077$            

13 Difference Between Tax and Book Depreciation (290)$              (186)$              (211)$              (218)$              (245)$              
14 Deferred Federal Income Tax @ 35% (101)$              (65)$                (74)$                (76)$                (86)$                
15           Adjusted Net Plant 10,819$          10,090$          9,129$            8,188$            7,350$            6,583$            
16           Average Adjusted Net Plant 10,454$          9,609$            8,658$            7,769$            6,967$            

17 (2)  Unit of Transportation Depreciation Rate:
18 Construction Costs 10,819$          
19 Transportation Volumes per MMcf 1996 - 2025 372,092          
20   Unit of Transportation Depreciation Rate per Mcf 0.0291$          
21
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Thunder Bay Gathering Company
Initial Five-Year Cost of Service with Current Expected Reserves - Operations and Maintenance Expenses

($000)

Adopted
Line No. Source O & M Yr 1 Yr 2 Yr 3 Yr 4 Yr 5

(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7)

O&M Expense
1   1996 127$               
2 Trans   Initial Five-Year Period O & M Expense 127$               127$               131$               135$               139$               

3 Inflation Rate (1) 3% 3% 3% 3%
4 Operations and Maintenance Expenses 127$               131$               135$               139$               143$               

(1)  Inflation rate based on MPSC Staff's original CPI expectations adopted in the MPSC Order.
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Thunder Bay Gathering Company
Initial Five-Year Cost of Service with Current Expected Reserves - Property and Other Taxes

($000)

Line No. Source Original Yr 1 Yr 2 Yr 3 Yr 4 Yr 5
(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6) (Col. 7)

Property Tax Expense
1 Gross Plant MCC-2,p2,L14 10,819$          10,819$          10,819$          10,819$          10,819$          10,819$          

2 Equalized Assessment Percent 50% 50% 50% 50% 50%

3 Property Tax Base 5,410$            5,410$            5,410$            5,410$            5,410$            

4 Property Tax Factor 100% 98% 94% 90% 88%

5 Amount Subject to Property Tax 5,410$            5,301$            5,085$            4,869$            4,760$            

6 Property Tax Rate (1) 3.76% 3.76% 3.76% 3.76% 3.76%
7 Property Tax Expense 203$               199$               191$               183$               179$               

Single Business Tax Adjustment

8 Gross Plant 10,819$          
9 Single Business Tax Rate 2.35%

10 SBT 1st Year Re-captured (254)$              

11 Eliminate Booked Depreciation from SBT Calculation MCC-6,p2,L6 831$               924$               950$               840$               777$               

12 Single Business Tax Rate 2.3% 2.3% 2.3% 2.3% 2.3%
13 Single Business Tax Adjustment 19$                 21$                 22$                 19$                 18$                 

14 First Year Single Business Tax Adjustment (235)$              
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Thunder Bay Gathering Company
Initial Five-Year Cost of Service with Current Expected Reserves - Cost of Capital

($000)
Weighted (2) Weighted 

Cost Cost Pre-tax Pre-tax
Line No. Source % Rate Rate Factor Cost of Cap.

(Col. 1) (Col. 2) (Col. 3) (Col. 4) (Col. 5) (Col. 6)

1 Long-term Debt (1) 50.00% 8.20% 4.10% 1.02350          4.20%

2 Common Equity (1) 50.00% 12.00% 6.00% 1.57570          9.45%

3 Overall Cost of Capital 10.10% 13.65%

(1)  Cost Rates are consistent with the rates adopted by the MPSC in Thunder Bay's initial case.  Per B. Ballinger's Schedule D-1, page 1 of 12 and
        R. Mogis' Schedule RCM-1, page 2 of 7.
(2)  Single Business Tax Rate is 2.3%, Federal Income Tax Rate is 35% as reflected on B. Ballinger's Schedule D-1, page 1 of 12.
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