100 Ping Street « PO Box 1166 » Harrisburg, PA 17108-1166
Tel: 717.232.8000 « Fax: 717.237.5300

|cNees

Ilace & Nurick LLc

Vasiliki Karandrikas

Direet Dial: 717.237.5274
Dhrect Fax: 717.260.1707
vkarandrikas@mwn.com

April 15,2013

Roscmary Chiavelta, Sceretary

VIA HAND DELIVERY

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

430 North Street, 2Znd [Mloor

Harrisburg, PA 17120

RE:

Joint Application of Peoples Natural Gas Company LLC, Peoples TWP LLC, and
Equitable Gas Company, LLC for All of the Authority and the Necessary
Certificates of Publie Convenience (1) To Transfer All of the lssued and
Outstanding Limited Liability Company Membership Interest of Equitable Gas
Company, LLC and PNG Companies LLC, (2) To Merge Equitable Gas Company,
LLC with Peoples Natural Gas Company LLC, (3) To Transfer Certain Storage and
Transmission Assets of Peoples Natural Gas Company LLC to Affiliates of EQT
Corporation, (4) To Transfer Certain Assets Between Equitable Gas Company,
LLC and Affiliates of EQT Corporation, (5) for Approval of Certain Ownership
Changes Associated with the Transaction, (6) for Approval of Certain Associated
Gas Capacity and Supply Agreements, and (7) for Approval of Certain Changes in
the Tariff of Pcoples Natural Gas Company LLC; Docket Nos. A-2013-2353647, A-

2013-23530649, and A-2013-2353651

Dear Sceretary Chiavetta:

Enclosed for filing with the Pennsylvania Public Utility Commission ("PUC" or "Commission")
is the Protest of the Peoples-Equitable Merger Intervenors ("PEMI") regarding the above-

relerenced proceeding.

As evidenced by the attached Certificate of Service, all partics.to the proceeding are being served
with a copy ol this document. Please date stamp the extra copy of this transmittal Jetter and
Protest, and kindly return them to our messenger for our filing purposes. Thank you.

HarrisBurG, PA  ©  Lancaster, PA o
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Rosemary Chiavetta, Sceretary
April 15,2013
Page 2

Sincerely,

McNEES WALLACLE & NURICK LL.C

By ‘/MW}WM

Vasiliki Karandrikas

Counscl to the Peoples-Equitable Merger Intervenors

VK/sds
Enclosures
c:

Certilicate of Service

Chict Administrative Law Judge, Charles E. Rainey, Jr. (via Hand Delivery)

1G:€ Hd G ¥dv all

034

t3
it

AN



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Joint Application of Pcoples Natural Gas

Company LLC, Peoples TWP LLC, and
liquitable Gas Company, LLC for All of the
Authority and the Necessary Certificates of
Public Convenience (1) To Transfer All of the
Issued and Outstanding Limited Liability
Company Mcmbership Interest of Equitable
Gas Company, LLC and PNG Companics
LLC, (2) To Merge Equitable Gas Company,
.1.C with Peoples Natural Gas Company

: Docket Nos.  A-2013-2353647
LLC, (3) To Transfer Certain Storage and : A-2013-2353649
Transmission Asscts of Peoples Natural Gas : A-2013-2353651
Company LILC 1o Alliliates of EQT :

Corporation, (4) To Transfer Certain Asscts
Between Equitable Gas Company, LLC and
Affiliates of EQT Corporation, (5) for
Approval of Certain Ownership Changes
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Associated with the Transaction, (6) for ) 3

Approval of Certain Associated Gas Capacity T —

and Supply Agreements, and (7) for Approval <= o

ol Certain Changes in the Tariff of Peoples ; vE2
Al e

Natural Gas Company LLC : < W

: oo n

PROTEST ' -

I'O THE HONORABLE, THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

Pursuant to the provisions ol Scctions 5.51 through 5.53 of the Pennsylvania Public

Utility Commission's ("Commission") Regulations, 52 Pa. Code §§ 5.51 — 5.53, Pcoples-

Equitable Merger Intervenors ("PEMI™) hereby  files lhis. Protest in the above-captioned
proceeding. In support thereol, PEMI states as {ollows:

1. Petitioner is Peoples-Equitable Merger Intervenors. The current composition of

PEMI is sct forth in Appendix "A". PEMI anticipates that additional members will authorize

participation in this matter and will update Appendix "A", as nceessary, to reflect the

composition of PEMI.
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The names and address of PEMI's attorneys arc:

Pamela C. Polacek (1.D. No. 78276)
Vasiliki Karandrikas (1.D. No. 89711)
Elizabeth P. Trinkle (I1.D. No. 313763)

w23
McNecs Wallace & Nurick LL.C S o
100 Pine Street = 2
P. 0. Box 1166 Y =
Harrisburg, PA 17108-1166 e
Phone: (717) 232-8000 ©wEm 2
Fax: (717)237-5300 < w
ppolacck@@mwn.com : f; wn
vkarandrikas@mwn.com oh -
ctrinkle@@mwn.com

3. On March 21, 2013, Peoples Natural Gas Company LLC ("Pcoples™), Peoples

TWP LLC ("Pcoples TWP"), and fquitable Gas Company, LLC ("Equitable") (logether,
"Applicants") filed with the Commission a Joint App]icalioﬁ secking: (1) to transfer all of the
issucd and outstanding limited liability membership interest of Equitable to PNG Companies
L.L.C, the parent company of Peoples; (2) 1o merge LEquitable with Peoples; (3} to transfer certain
storage and transmission asscts of Peoples to alliliates ol EQT Corporation ("EQT"), the ultimate
parent company of Equitable; (4) to transfer certain asscts b;:lwccn Equitable and affiliates of
EQT; (5) for approval of certain ownership changes associated with the proposed transaction;
(6) for approval of certain associated gas capacity and supply agreements; and (7) lor approval of
certain changes in the Peoples tarilt ("Proposed ‘Transaction™).  The consideration lor the
Proposed Transaction is a cash payment of approximately $720 million, plus the transfer of
approximately $93 million in transmission pipcline and storage asscts of Pcoples to EQT as well
as the cost of rate base improvements for the transierred assets prior to the closing. Initially,

[Equitable will be operated as a new, scparate operating division ol Pcoples for accounting

%]



purposes. Upon closing of the Proposed Transaction, it is anticipated that Equitable will be
merged inlo Peoples, with Peoples as the surviving cntity.

4. Notice of the Joint Application was publishcq in the Pennsyivania Bulletin on
March 30, 2013. Interested parties were instructed to [ile formal protests and petitions to
intervene on or before April 15, 2013, See 43 Pa.B. 1814.

3. PEMI is an ad hoc group of large commercial and industrial customers receiving
scrvice, or capable of receiving service, from Peoples and/qr Equitable. PEMI members use
substantial volumes of natural gas in their manufacturing and operational processes. The
Commission's resolution of this Joint Application may impact the rates that PEMI members pay
for natural gas service or the terms and conditions under which they receive natural gas service.
Consummation of the Proposed Transaction will also impact the competitive natural gas
alternatives available 1o PEMI members. Therefore, PEMI has a significant interest in this
proceeding that is not otherwisc represented by any other party of record.

0. PEMI opposes the proposed acquisition of Equitable by Pcoples. PEMI submits
this Protest to protect the interests ol its members, who are some of the largest customers on the
Peoples and Lquitable systems. In particular, PEMI secks to evaluate whether the Proposed
Transaction satisfics the City of York standard.’

7. Peoples and Equitable currently compete with cach other in certain overlapping
territorics to provide service to customers. Upon consummation of the Proposed Transaction,
Equitable will be merged into Peoples, with Peoples as the surviving entity, As a result, the

merger of Peoples and Equitable will effectively eliminate the current "gas-on-gas” compelition

"' The City of York standard requires "those seeking approval of a utility merger” to “demonstrate more than the
mere absence of any adverse effect on the public” by showing that "the merger will aftirmatively promote the
'service, accommaodation, convenience or safety of the public’ in some substantial way." City of York v. Pa. P.U.C,,

449 Pa. P.U.C. (1972) (hereinafter, City of York),




in the overlapping portions of the Equitable and Peoples service territorics.” The existence of
natural gas distribution companics that offer compcetitive proposals benefits large commercial
and industrial customers through lower rates and, thus, promotes economic development and
manufacturing in Southwestern Pennsylvania.  Eliminating a. competitive option is contrary to
cconomic development and the public interest.

8. In addition, the Joint Application details Peoples’ and Equitable's intentions to
cecase investment in maittaining and/or replacing aging pipelines in the overlapping portions of
the companics' service territorics,  Sce Joint Application, z;t 37. Based on the information
presented in the Joint Application, it is not clear how this proposal will impact customer service,
nor how the costs lor new service connections that would likely be necessitated by the proposal
to discontinue infrastructure investment in the overlapping arcas would be allocated among
customers. The Joint Application not only provides little inf‘olrnmtion regarding these aspects of
the Proposed Transaction, it also is silent on whether impacted customers' preferences will be
determinative of (or even taken into consideration with respect to) which pipeline facilities arce
duplicative and no longer worthy of further invesiment. Thus, the costs, terms, and/or conditions
ol service lor large commercial and industrial customers cou]d change dramatically as a result of
the Proposed Transaction,

9. Morcover, the Joint Application raises concerns that approval of the proposed
merger could allow Peoples and Equitable to modify existing contractual obligations by

imposing an "AVC capacily charge” on transportation customers with a negotiated delivery rate.

* Peoples and Equitable claim that they will maintain all existing negotiated distribution rate contracts for a
minimum period of five years from the closing of the Proposed Transaction. Sce Joint Application, at 40. In
addition, Pcoples and Equitable will maintain their current tariff provisions that allow flexing of distribution rates
under “appropriate circumstances.” [d. The Joint Application, however, does not explain how such proposals could
be implemented given the seemingly contradictory proposal to merge Peoples and Equitable, with Peoples as the
sole surviving entity, upon closing. See id. at 10, :



[n Pcoples’ proposed tariff, Rider B states, "Upon Commission approval and implementation of
the AVC capacity charge, all ratcpayers receiving a negotiated discount delivery rate charge
under Rate GS-T, shall...be assessed an initial AVC capacity charge cqual to the AVC capacity
charges set forth immediately below" and "To the extent permitted under the customer's
discounted rate contract, the Company may recover ongoing increascs to the initial AVC charge
from such customers." Sec Appendix K, at Rider B, Original Page Nos, 63A-63B. Thus, the
proposced changes to the Peoples tarifl potentially threaten the sanctity of long-term contracts in
cffeet, and appcear to contradict the Companics' statements that existing negoliated transportation
rates will be maintained for at least five years Furthermore, the Joint Application proposcs
capacity charges and allocation factors, as set forth in Rate B, but does not demonstrate whether
such charges are just, reasonable, and unduly preferential, nor whether they are consistent wilh
cost causalion principles.

10. Finally, Scction 2210(a)(1) requires the Commission to consider in its review of
merger or acquisition applications such as this "[w]hether the proposed merger, consolidation,
acquisition or disposition is likely to result in anticompetitive or discriminatory conduct,
including the unlawful exercise of market power, which wi]llprcvcnl retail gas customers Itom
obtaining the benefits of a properly functioning and cflectively competitive retail natural gas
market." 66 Pa. C.S. § 2210(a)(1). The Commission has the power o reject any transaction that
is likely to result in anticompetitive or discriminatory conduct or lo approve the transaction only
"upon such terms and conditions as it [inds necessary to preserve the benefits of a properly
functioning and effectively competitive retail natural gas market." Id, § 2210(b). The Proposed

Transaction will disrupt the current functioning and clfectively competitive retail natural gas



market in the arca by removing competitive options currently available o customers on both

systems. As a result, the merger violates Section 2210(a)(1) and must be rejected.

. Based on the information provided n the Joint Application, the Applicants have

not met their burden to prove that the Proposed Transaction meets the applicable standards for

approval, including the City of York standard. Therefore, in accordance with Section 5.51 of the

Commission's Regulations, 52 Pa. Code § 5.51, and for the reasons stated above, PEMI members

protest the approval of the Joint Application. PEMI reserves the right 1o raise additional issucs

regarding the Proposed Transaction during the coursc of the proceeding.
WHEREFORE, Pcoples-Equitable Merger Intervenors respectfully requests that the

Commission set the Joint Application for full evidentiary hearing to determine whether the

Proposed Transaction satislies all applicable legal standards.

Respectfully submitted,

McNEES WALLACE & NURICK LIL.C

vy Vagdks Mpmdbudoncy

Pamela C. Polacck (I.1D. No. 78276)
Vasiliki Karandrikas (1.D. No. 89711)
Elizabeth P, Trinkle (1.D. No. 313763)
100 Pine Street

P. O. Box 1166

Harrisburg, PA 17108-1166

Phone: (717) 232-8000
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% :’g Counscl to the Peoples-Lquitable Merger
~ L;)J Intervenors

Dated: April 15, 2013



AFFIDAVIT
COMMONWIEALTH OF PENNSYLVANIA

)
) 8s:
COUNTY OF DAUPHIN

asiliki Karandrikas, being duly sworn according to law, deposes and says that she 1s
counsel to Peoples-Equitable Merger Intervenors, and that in this capacity she is authorized to

and does make this alfidavit for them, and that the facts sct forth in the foregoing Protest are true

and correct 1o the best of her knowledge, information, and belict

[
Vasiliki Karandrikas

SWORN TO and subscribed
before me this 15 day of

/\pril. 2013
COMMONWEALTH OF PENNSYLVANIA
Notarial Seal
Nomf.ﬂ I‘ubh(, Mary A. Sipe, Notary Public
City.of Harmisburg, Dauphin County
[ty COmMmen Expires March 19, 2017
(SLEAL)
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APPENDIX A

PEQPLES-EQUITABLE MERGER INTERVENORS

Allegheny Technologies Incorporated and Allegheny Ludlum, 1LI.C
Horschead Corporation

The Techs, A Division of Steel Dynamics, Inc.
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CERTIFICATE OF SERVICE

| hereby certify that 1 am this day serving a true copy of the foregoing document upon the

participants listed below in accordance with the requirements of 52 Pa. Code Section 1.54

(relating to service by a participant).

VIA E-MAIL AND FIRST-CLASS MAIL

Michael W. Gang, Esq.
Christopher T. Wright, Esq.
Post & Schell, P.C.

17 North Second Street

12" Floor

Harrisburg, PA 17101-1601
mgangpostschell.com
cwright@postschell.com

John F. Povilaitis, Isq.
Alan M. Scltzer, Lisq.

Buchana Ingersoll & Rooney PC

409 North Sccond Street
Suite 500

Harrisburg, PA 17101-1357
john.povilaiusbipe.com
alan.sclizer@bipe.com

David W. Gray

General Counscl
Equitable Gas Company
225 North Shore Drive
Pittsburgh, PA 15212
deray@pequitablegas.com

Todd S. Stewart, Esq.

Hawke McKeon & Sniscak LLP
P.O. Box 1778

100 N. Tenth Street

Harrisburg, PA 17105-1778
tsstewart@hmslegal .com

Allison C. Kaster, Esq.
Carric B. Wright, Iisq.

Burcau of Investigation and Enlorcement
Pennsylvania Public Utility Commission

400 North Second Street
P.O. Box 3265

Harrisburg, PA 17105-3265
akaster(@pa.gov
carwright@pa.pov

Jennedy S. Johnson, lisq.
Darryl A. Lawrence, Iisq.
Offlice of Consumer Advocate
555 Walnut Strecet

5" Floor, Forum Place
Farrisburg, PA 171011923
jjohnsonfpaoca.org
dlawrence@paoca.org

Steven C. Gray, Esq.

Office ol Small Business Advocate
Suite 1102, Commerce Building
300 North Sccond Street
Harrisburg, PA 17101
sgray@pa.gov

Scott J. Rubin, Iisq.

333 Oak Lanc

Bloomsburg, PA 17815-2036
scolt.j.rubingedemail.com
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Certificate of Service

Docket Nos. A-2013-2353647. A-2013-2353649, and A-2013-2353651
Page 2

Thomas J. Sniscak, :sq.

Carl J. Zwick, Esq.
William E. Lehman, Esq. Hopkins Heltzel LLP
100 North Tenth Street 100 Mcadow Lane, Suite 5
1.0, Box 1778 DuBois, PA 15801
Harrisburg, PA 17105-1778 ci@@hopkinshelizel.com
sniscak@@hmslegal.com

welchman@hmslegal.com

Amanda M. Fisher

Assistant General Counsel

United Steelworkers Legal Department
FFive Gateway Center, Suite 807

60 Boulevard of the Allics

Pittsburgh, PA 15222
afisheriiusw.ory

Vaadudo, Vppamtden)

Vasiliki Karandrikas

Counscl to Peoples-Equitable Merger Intervenors
Dated this 15" day ol April, 2013, at Harrisburg, Pennsylvania.
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