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September 25,2013

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building
400 North Street, 2nd Floor North
P.O. Box 3265
Hanisburg, PA 17105 -3265

Re: Joint Application of Peoples Natural Gas Company LLC, Peoples TWP LLC' and

Equitable Gas Companyo 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 Membership Interest of Equitable Gas Company, LLC
to PNG Companies, LLC, (2) to Merge Equitabte 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 Peoples

Natural Gas Company LLC
Do cket No. A-20 I 3 -2353 6 47 : A-2013 -2353 649 z A-2013 -2353 65 I

Dear Secretary Chiavetta:

Enclosed for filing please find the Joint Petition for Approval of Non-Unanimous Settlement for
the above-referenced proceeding. A CD is also provided containing a pdf of the filing for your

use.

Copies will be provided as indicated on the Certificate of Service.
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Rosemary Chiavetta, Secretary
September 25,2Q13
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CERTIFICAITE OF qERVTCE

I hereby certifu that a true and conect copy of the foregoing has been served upon

the following persons, in the manner indicated, in accordance with the requirements of $

1.54 (relating to service by a participant).

VIA EMAIL AND F'IRST CLASS MAIL:

Sharon Webb, Esquire
Elizabeth Rose Triscari, Esquire
Office of Small Business Advocate
300 North Second Street, Suite 1102
Hanisburg, PA 17101

E-mail: swebb@fa.eov
etriscari@pa.gpy

Allison Kaster, Esquire
Carrie B. Wright, Esquire
Bureau of Investigation & Enforcement
Commonwealth Keystone Building
400 North Street, 2nd Floor West
PO Box 3265
Harrisburg, PA 17105-3265
E-mail : akaster@pa. gov

cawright@na.gov

Darryl Lawrence, Esquire
Office of Consumer Advocate
555 Walnut Street
Forum Place, 5th Floor
Harrisburg, PA 17101-1923
E-mail : Dlawrence@paoca.prg

Scott J. Rubin, Esquire
333 Oak Lane
Bloomsburg, PA 17815
E-mail : SCOTT.J.RUBIN@ gmail.com
Counsel for UWUA and IBEW

Todd S. Stewart, Esquire
Hawke McKeon & Sniscak LLP
P.O. Box 1778

100 N. Tenth Street
Hanisburg, PA 1 71 05 -177 I
E-mail :tsstgwqrt@hFsle ga!. gqm

Counselfor Dominion Retail, Inc. and
Interstate Gas Supply, Inc.

Carl J. Zwick, Esquire
Hopkins Heltzel LLP
100 Meadow Lane, Suite 5
Dubois, PA 15801

E-mail :ci @hookinsheltzel. com
Counselfor Snyder Brothers, Inc.

Pamela C. Polacek, Esquire
Vasiliki Karandrikas, Esquire
Elizabeth P. Trinkle, Esquire
McNees Wallace & Nurick LLC
100 Pine Street
PO Box 1166
Harrisburg, PA 17108-1 166

E-mail :ppolacek@r4wn. com
vk?randrikas@mwn.com
etrinkle@r,nwn.com

Counsel for P eoples-Equitable Merger
Intervenors
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Kevin J. Moody, Esquire
Vice President and General Counsel
Pennsylvania Independent Oil & Gas
Association
2l2Locust Street, Suite 300
Hanisburg, PA 17101-1248
E-mail :kevi+@pigg+.qtg
Counselfor PIQGA

Randall S. Rich, Esquire
Pierce Atwood LLP
900 lTth Street N.W., Suite 350
Washington, DC 20006
Pro Hac Vice Counselfor PIOGA

Thomas J. Sniscak, Esquire
William E. Lehman, Esquire
Hawke McKeon & Sniscak LLP
100 North Tenth Street
PO Box 1778
Harrisburg, PA 17105
E-mail :tisniscak@hmslegal. cor.n

welehma{r@hmsle gal. com
Counsel for The Pennsylvania
State University

Amanda M. Fisher, Esquire
Assistant General Counsel
United Steelworkers Legal Department
Five Gateway Center, Suite 807
60 Boulevard of the Allies
Pittsburgh, PA 15222
E-mail : afisher@.usw, ors
C ouns e I for Unit e d St e elw orker s
International Union

Denick P. Williamson, Esquire
Barry A. Naum, Esquire
Spilman Thomas & Battle, PLLC
1100 Bent Creek Boulevard, Suite 101

Mechanicsburg, PA 17050

E-mail : dwillipmgo n@.spik,nanhw. com
bnaum@ spi lmanl pw. c.o {n

Counselfor United States Steel

Corporation

Margaret H. Peters, Esquire
Dominion Resources Services, Inc.
120 Tredegar Street
Richmond, VA 23219
E-mail : Margaret.h.peters@dom.com
C ouns e I for D omini on Tr ans mis s ion,

Inc.

Lois M. Henry, Esquire
Dominion Resources Services, Inc.
120 Tredegar Street

Richmond, VA 23219
Couns el for Dominion Transmis sion,

Inc.

Kevin J. McKeon, Esquire
Christopher M. Arfaa, Psquire
Hawke McKeon & Sniscak LLP
P.O. Box 1778

100 N. Tenth Street

Harrisburg, PA 17105 -1778
E-mail :kimckeon@hmslegal. com

cr4arfaa@hmsle gal. goln

C ouns el for Dominion Transmis sion,

Inc.

Heather M. Langeland, Esquire
Citizens for Pennsylvania' s Future
200 First Avenue, Suite 200
Pittsburgh, PA15222
E-mail laneeland@nennfuture.org
Counsel for Citizens for P ennsylvania's
Future
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Brian Kalcic
Excel Consulting
225 S. Meramec Avenue, Suite 720-T
St. Louis, MO 63105
Consultantfor OSBA

Joseph Kubas
Bureau of Investigation & Enforcement
Commonwealth Keystone Building
400 North Street,2nd Floor West
PO Box 3265
Hanisburg, PA 17105-3265
Consultantfor I&E

Debra J. Backer
Fixed Utility Financial Analyst
Bureau of Investigation & Enforcement
Commonwealth Keystone Building
400 North Street, 2nd Floor West
PO Box 3265
Harrisburg, PA I 7105-3265
Consultantfor I&E

Ethan Cline
Fixed Utility Valuation Engineer
Bureau of Investigation & Enforcement
Commonwealth Keystone Building
400 North Street, 2nd Floor West
PO Box 3265
Harrisburg, PA 17105-3265
Consultantfor I&E

Susan A. Daub
Bureau of Investigation & Enforcement
400 North Street,2nd Floor West
P.O. Box 3265
Harrisburg, PA 17105-3265
Consultantfor I&E

David Kline
Bureau of Investigation & Enforcement
400 North Street, 2nd Floor West
P.O. Box 3265
Hanisburg, PA 17105-3265
Consultantfor I&E

Ralph Graeser
Bureau of Investigation & Enforcement
400 North Street, 2nd Floor West
P.O. Box 3265
Harrisburg, PA 17105-3265
Consultantfor I&E

Richard Hahn
LaCapra Associates
One Washington Mall
9th Floor
Boston, MA 02108
Consultantfor OCA

Melissa Whitten
LaCapra Associates
One Washington Mall, 9th Floor
Boston, MA 02108
Consultantfor OCA

Nancy Brockway
10 Allen Street

Boston, MA 02131

Consultantfor OCA

Alexander J. Cochis
La Capra Associates, Inc.
One Washington Mall
Boston, MA 02108
Consultantfor OCA

Nicole Irwin
La Capra Associates, Inc.
One Washington Mall
Boston, MA 02108
Consultantfor OCA

James L. Crist
Lumen Group,Inc.
4226Yarmouth Drive, Suite 101

Allison Park, PA 15101

Consultant for PSU, Dominion Retail
and IGS
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George Briden
Snake Hill Energy Resources,Inc.
17 Cody Drive
North Scituate, RI 02857-2916
Consultantfor DTI

Frank J. Ross
J&F Exploration L.P.
1700 N. Highland Avenue, Suite 402
Pittsburgh, PA 15241
Consultqntfor PIOGA

Ben Wallace
Penneco Oil Company Inc.
6608 Route 22
Delmont, PA 15626
Consultantfor PIOGA

Milissa S. Bauer
Kriebel Minerals Inc.
P.O. Box 765
633 Mayfield Road
Clarion, PA 16214
Consultantfor PIOGA

Stephen P. Rupert
Texas Keystone,Inc.
560 Epsilon Drive
Pittsburgh, PA 15238
Consultantfor PIOGA

James V. Brant
Kriebel Resources Co., LLC
633 Mayfield Road
P.O. Box 765
Clarion, PA 16214
Consultantfor PIOGA

Dated: September 25, 2013

Joanne S. Swogger
CNX Gas Company
1000 Consol Energy Drive
Canonsburg, PA 15317
Consultantfor PIOGA

Louis D. D'Amico
Pennsylvania Independent Oil
& Gas Association
I 15 VIP Drive, Suite 210
Wexford, PA 15090

Consultantfor PIOGA

Robert L. Eckle
1000 Town Center Way, Suite 120

Canonsburg, PA 15317

Consultantfor PIOGA

John J. Plunkett
Green Energy Economics Group, Inc.
1002 Jerusalem Road
Bristol, VT 05443
C onsultant for P ennFutur e

Paul Chernick
Resource Insight, Inc.
5 Water Street
Arlington, MA 02420
Consultant for P ennFuture
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

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 Public Convenience (1) to
Transfer All of the Issued and Outstanding
Limited Liability Company Membership
Interest of Equitable Gas CompanS LLC to
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 Corporatio& (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 Agreernents, and (7)
for Approval of Certain Changes in the
Tariff of Peoples Natural Gas Company
LLC.

Docket Nos. 4-201 3-2353647
A-20r3-2353649
A-2013-23536s1

JOINT PETITION FOR APPROVAL OF NON.UNANIMOUS SETTLEMENT

TO THE HONORABLE MARK A. HOYER, ADMINISTRATIVE LAW JUDGFI("ALJ"):

I. INTRODUCTION

Peoples Natural Gas Company LLC ("Peoples"), Peoples TWP LLC ("Peoples TWP"),

and Equitable Gas Company, LLC ("Equitable";,1 the Bureau of Investigation and Enforcement

("I&E") of the Pennsylvania Public Utility Commission ("Commission"), the Office of

Consumer Advocate ("OCA"), the Office of Small Business Advocate ("OSBA"), Pennsylvania

I Hereinafter, Peoples, Peoples TWP, and Equitable will collectivelybe refened to as the "Joint Applicants."



Independent Oil and Gas Association ("PIOGA"), Dominion Retail, Inc. and Interstate Gas

Supply, Inc. (collectively'NGS Parties"), Snyder Brothers, Inc. ("Snyder Brothers"), and United

States Steel Corporation ("US Steel"), all parties to the above-captioned proceeding (hereinafter,

singularly "signatory Party" and collectively "Signatory Parties"), hereby join in this "Joint

Petition for Approval of Non-Unanimous Settlement" (o'settlement") and respectfully request

that ALJ Mark A. Hoyer and the Commission approve the above-captioned Joint Application

(tiJoint Application'?) consistent with the terms and conditions set forth in this Settlement.2 This

Settlement represents a full settlement of all issues between the Signatory Parties in the instant

proceeding. In support of the Settlement, the Signatory Parties state the following:

II. BACKGROUND

1. Peoples is a "public utility" and a oonatural gas distribution company" as those

terms are defined in Code Sections 102 and 2202 66 Pa.C.S. $$ 102, 2202. Peoples provides

nahnal gas services to approximately 360,000 customers throughout its certificated territory,

which includes all or portions of the following Pennsylvania counties: Allegheny, Armstrong,

Beaver, Blair, Butler, Cambria, Clarion, Fayette, Greene, Indiana, Lawrence, Mercer, Somerset,

Venango, Washington, and Westmoreland.

2. Peoples TWP is a "public utility'' and a "natural gas distribution company" as

those terms are defined in Code Sections 102 and2202,66 Pa.C.S. $$ 102, 2202. Peoples TWP

provides natural gas services to approximately 60,300 customers throughout its service territory,

' The Pennsylvania State University ("PSU"), Peoples-Equitable Merger Intervenors ("PEMI"), Utility Workers
Union of America, Local666 ("UWUA"), International Brotherhood of Electrical Workers, Local 1956 C'IBEW"),
and United Steelworkers International Union, Local 12050 ("steelworkers") are not parties to the Settlement but
have indicated that they do not object to the Settlement. Citizens for Pennsylvania's Future, ("PennFuture") is the
only active party in this proceeding that is not a party to this Settlement.
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which includes all or portions of the following Pennsylvania counties: Allegheny, Armstrong,

Beaver, Butler, Cambria, Clarion, Clearfield, Indiana, Jefferson, and Westmoreland.

3. Equitable is a "public utility" and a'onatural gas distribution company" as those

terms are defined in Code Sections 102 and 2202,66 Pa.C.S. $$ 102, 2202. Equitable provides

natural gas services to approximately 260,000customers throughout its Pennsyl vaniacertificated

territory, which includes all or portions of the following Pennsylvania counties: Allegheny,

Armstrong, Beaver, Butler, Clarion, Greene, Indiana, Jefferson, Washington, and Westmoreland.

4. On March 19,2013, the Joint Applicants filed with the Commission the Joint

Application requesting all necessary approvals authorizing: (l) the transfer of 100% of the

issued and outstanding limited liability company membership interests in Equitable, an indirect

subsidiary of EQT Corporation ("EQT")3, to PNG Companies LLC ("PNG"), an indirect

subsidiary of SteelRiver Infrastructure Fund North America LP ("SRIFN A"); (2) the merger of

Equitable with Peoples, a wholly-owned subsidiary of PNG, and the operation of Equitable as an

operating division of Peoples; (3) the transfer of certain storage and transmission assets of

Peoples to EQT; (4) the transfer of certain assets and,lorthe exchange of certain services between

EQT and Equitable; (5) certain PNG ownership changes associated with the transaction; (6) the

associated gas capacity, storage, interconnects, leases, and supply service agreements among

Peoples, Peoples TWP, Equitable, and/or EQT set forth in the Joint Application; and (7) certain

changes in Peoples2 tariff necessary to carry out the transactions (hereinafter, collectively the

ooTransaction").

5. On March 21,2013,a Secretarial Letter was issued directing the Joint Applicants

to publish notice of the Transaction once in a newspaper having a general ciroulation in the area

3 Unless otherwise specified in this Application, all references to "EQT" shall be deemed to also include all of its
subsidiaries and affi liates.



involved and file proof of publication with the Commission. The Joint Applicants filed Proof of

Publication with the Commission on April 2,2013.

6. On April 8,2013,I&E entered a Notice of Appearance. On April 10, 2013, the

OSBA filed a Notice of Intervention, Protest, Public Statement, and Notice of Appearance. On

April 1 l,2013,the OCA filed a Notice of Intervention, Protest, and Public Statement.

7. Protests and Petitions to Intervene were filed by the following: the NGS Parties;

UWUA, PSU, Snyder Brothers, Steelworkers,IBEW, PEMI, PIOGA, *d p.*f'uture.a

8. On April 17, 2013, the Joint Applicants served the following prepared direct

testimonies and accompanying exhibits: Direct Testimony of Christopher P. Kinney, Joint

Applicants Statement No. 1; Direct Testimony of Morgan K. O'Brien, Joint Applioants
::

Statement No. 2; Direct Testimony of Fredrick K. Dalena, Joint Applicants Statement No. 3;

Direct Testimony of Joseph A. Gregorini, Joint Applicants Statement No. 4; Direct Testimony of

Jeffrey S. Nehr, Joint Applicants Statement No. 5; Direct Testimony of Kenneth M. Johnston,

Joint Applicants Statement No. 6; Direct Testimony of Ruth Ann Delost, Joint Applicants

Statement No. 7; Direct Testimony of James I. Warren, Joint Applicants Statement No. 8; and
t:

Direct Testimony of John M. Quinn, Joint Applicants StatementNo. 9.

g. On April 23, 2013, the Commission issued a notice scheduling a prehearing

conference in the above-captioned matter on May g,2013.

10. The active parties undertook extensive formal and informal discovery, prior to

and subsequent to the initial prehearing conference.

4 Retail Enerry Supply Association and Dominion Transmission Inc. also filed and subsequently withdrew Petitions
to Intervene. As a result,,Retail Energy Supply Association and Dominion Transmission Inc. are no longer parties to
this proceeding.
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ll. An initial prehearing conference was held before the ALJ on May 9,2013.

active parties filed prehearing memoranda identi$'ing potential issues and witnesses.

litigation schedule was established.

12. On May 29,2013, the Joint Applicants served the following direct testimony and

accompanying exhibits: Supplemental Direct Testimony of Christopher P. Kinney, Joint

Applicants Statement No. 1-S; Supplemental Direct Testimony of Jeffrey S. Nehr, Joint

Applicants,statement No. 5-S; Direct Testimonlr of Bruce Grabiec, Joint Applicants Statement

No. 10; and Direct Testimony of Christine S. Mayernik, Joint Applicants StatementNo. 11.

13. On July 24, 2013, the parties other than the Joint Applicants served direct:

testimony. I&E served the Direct Testimony of Ralph Graeser, I&E Statement No. l, and the

Direct Testimony of Ethan H. Cline, I&E Statement No. 2. The OCA served the Direct

Testimony of Richard S. Hahn, OCA Statement No. 1, and the Direct Testimony of Nancy

: Direct Testimony of Brian Kalcic,

OSBA Statement No. 1. The NGS Parties served the Direct Testimony of James L. Crist, NGS

Statement No. l. PIOGA served the Direct Testimony of Louis D. D'Amico, PIOGA Statement

No. 1. Snyder Brothers served the Direct Testimony of Benjamin T. Snyder, Snyder Brothers

Statement No. 1. PennFuture served the Direct Testimony of John Plunkett, PennFuture

Statement No. 1. No other party served direct testimony.

14. On August lg,20I3,the Joint Applicants served the following rebuttal testimony:

the Rebuttal Testimony of Morgan K. O'Brien, Joint Applicants Statement No. 2-R; Rebuttal

Testimony of Fredrick K. Dalena, Joint Applicants Statement No. 3-R; Rebuttal Testimony of

Joseph A. Gregorini, Joint Applicants Statement No. 4-R; and Rebuttal Testimony of Jeffrey S.

Nehr, Joint Applicants Statement No. 5-R. The following rebuttal testimony also was served by

The
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parties other than the Joint Applicants: the OSBA served the Rebuttal Testimony of Brian

Kalcic, OSBA Statement No, 2; and the NGS Parties served the Rebuttal Testimony of James L.

Crist, NGS Statement No. 2.

15. On September 6, 2013, the Joint Applicants served the following surrebuttal

testimony: Surrebuttal Testimony :of Fredrick K. Dalena, Joint Applicants Statement No. 3-SR;

Surrebuttal Testimony of Joseph A. Gregorini, Joint Applicants Statement No. 4-SR; and

Sunebuttal Testimony of Jeffrey S. Nehr, Joint Applicanls Statement No. 5-SR. The parties

other than the Joint Applicants also served surrebuttal testimony on September 6, 2013. I&E

served the Surrebuttal Testimony of Ralph Graeser, I&E StatemenJ No. l-SR, and the Surrebuttal

Testimony of Ethan H. Cline, I&E Statement No. 2-SR. The OCA served the Surrebuttal

Testimony of Richard S. Hahn, OCA Statement No. l-SR, and the Surrebuttal Testimony of

Nancy Brockway, OCA Statement No. 2-SR. The OSBA served the Surrebuttal Testimony of

Brian Kalcic, OSBA Statement No. 3. The NGS Parties served the Sunebuttal Testimony of

James L Crist, NGS Statement No. 3. PIOGA served the Surrebuttal Testimony of Louis D.

D'Amico, PIOGA Statement No. 1-S. Snyder Brothers served the Surrebuttal Testimony of

Benjamin T. Snyder, Snyder Brothers Statement No. 1-S. PennFuture served the Surrebuttal

Testimony of John Plunkett, PennFuture Statement No. 2.

, 16. As a result of extensive settlemenJ discussions, the Signatory Parties reached a

settlement in principle that fully resolved all of their issues. PennFuture was the only active:

p4rty that did not join the settlement in principle. ' 
,

17. An evidentiary hearing was held on September 11,2013. At the evidentiary

hearing, the Signatory Parties advised the ALJ of the settlement in principle. The active parties
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also moved their respective testimonies and exhibits into the record. Further, the remaining

issues raised by PennFuture were litigated at the evidentiary hearing.5

18. The Settlement agreed to by the Signatory Parties is set forth in the following

Section III.

III. SETTLEMENT

lg. The following terms of this Settlement reflect a carefully balanced compromise of

the interests of all of the Signatory Parties in this proceeding. The Signatory Parties

unanimously agree that the Settlement, which resolves all the Signatory Parties' issues, is in the

public interest. The Signatory Parties respectfully request that the approvals sought in the above-

referenced Joint Application should be granted subject to the terms and conditions that follow.

20. For purposes of this Settlement, references to "Peoples" shall include the merged

assets of Peoples Natural Gas Company LLC and Equitable Gas Company LLC following the

Closing of the Transaction (the "Closing") to be operated as the Peoples Division and Equitable

Division of Peoples. The Signatory Parties agree that:

A. F'INANCIAL CONDITIONS

2I. The existence of an acquisition premium for ratemaking pu{poses will be

determined under the Uniform System of Accounts (Account I t4).

22., Any acquisition premium recorded on Peoples' books will be permanently

excluded from rate base in establishing future rates subject to the Commission's jurisdiction.

Regarding storage and pipeline assets transferred from Peoples to EQT that will provide services

5 PennFuture's issues were fully litigated and will be addressed in accordance with the briehng schedule adopted in
this matter.



to Peoples pursuant to FERC-regulated agreements, the Joint Applicants will not include any

acquisition premium in such rates.

23. Peoples will not claim, in any future rate proceedings, Transaction and Transition

Costs to complete the transaction and any related tax effect for such items shall also be excluded

in setting rates. Regarding storage and pipeline assets transferred from Peoples to EQT that will

provide services to Peoples pursuant to FERC-regulated agreements, the Joint Applicants will

not include any Transaction or Transition Costs in such rates. 
:

24. Peoples' debt costs will be established in future rate proceedings. It will be

Peoples' burden to demonstrate that its debt costs are reasonable. All parties reserve their right
:

to review and challenge any debt cost claim.

ansition Costs identified in Paragraph
:

23 above,such costs shall be borne exclusively by Peoples' shareholders.

26. The existing base rates of the Peoples Division shall be reduced on one' day's

notice following the Closing to reflect the transfer of Peoples' transmission and storage assets to

EQT as set forth in the Application Appendix K (Exhibit MKO-I) ("Peoples:Adjusted base

rates") consistent with Paragraph 30 and as set forth in "Appendix A" to this Petition. Peoples

agrees that post-closing the capital structure of Peoples will be maintained :at anapproximate

level of50% debt and 50% equify.

27. The Peoples Adjusted base rates as defined herein and Equitable's current base

rates adopted for the Equitable Division will be capped until January l,2lll,unless there are

substantial changes in regulation or federal tax rates or policy. This paragraph shall not prohibit

changes in rates pursuant to the State Tax Adjustment Surcharge, the Universal Service Charge,

Distribution System Improvement Charge ("DSIC") or Purchased Gas Cost ("PGC") Charges. If



Peoples determines that it needs to file a general base rate case with new rates becoming

effective after the expiration of the rute cap ending January 1,2018, but prior to January 1,2019,

Peoples agrees to demonstrate, consistent with the reports required by Paragraph 41, that its

claim includes at least $15 million of synergy savings resulting from the Transaction. If such

demonstration is not made, any difference will be imputed in setting rates in the general base rate

case.

28. If the Commission determines in the Investigation at Docket No. I-201 2-2320323,

that all natural gas distribution companies that offer discounted distribution rates must absorb all

or a portion of gas on gas discounts by the efflective date of Peoples' or Peoples TWP's next

general rate proceeding, Peoples and Peoples TWP agree to impute revenues for those

competitive service customers whose rate discounts are solely the result of competition between

the Joint Applicants (Peoples, Peoples TWP and Equitable), to the extent required, and at the

levels proscribed, by the Commission's action at Docket No. I-2012-2320323, in the test period

used to establish rates. Nothing in this paragraph shall be construed to prohibit Peoples or

Peoples TWP from contending in such proceeding that the tariff rates for classes of customers

receiving such discounts be set at the cost to serve tariff rate.

29. Peoples agrees to phase out gas-on-gas competition consistent with the rebuttal

testimony of Peoples' witness Gregorini in this proceeding.

30. Effective with the Closing, the Peoples Division and Equitable Division rates for

collections under the DSIC mechanism will be frozen at the current levels until such time as

Peoples files a new combined Long Term Infrastructure Improvement Program ("LTIIP") plan or

Asset Optimization plan for 2015 through 2019 thataddresses the effects of the Transaction

including how redundant facilities will be handled. Peoples revised LTIIP will take into account
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the transferred assets and the improvements to be made to those assets. Peoples' DSIC rate will

be reduced at Closing to reflect any amounts included in DSIC related to improvements to plant

transferred to EQT. This clause must be read in conjunction with paragraph 58 as to the

additional threshold that must be met for Equitable Division to employ its DSIC.

31. The Peoples Division PGC rates to sales and transportation customers will be

adjusted on one day's notice following the Closing to reflect the charges for services to be

provided by Equitrans, L.P. ("Equitrans") on the Allegheny Valley Connector ("AVC") and

adjustments to retainage rates approved in Peoples 1307(f)-2013 proceeding to remove retainage

to be charged on the transferred assets as set forth in "Appendix B". The Peoples Division rates

shall be adjusted to reflect costs under the new agreements for capacity and supply on an actual

basis in quarterly PGC filings and in the next Peoples' Division annual PGC frling pursuant to

Section 1307(f) of the Public Utility Code. The Peoples rates shall continue to be subject to

reconciliation to actual costs pursuant to Section 1307(0 of the Public Utility Code. Peoples

agrees to demonstrate that it is managing these agreements to comply with its least cost

procurement obligation in its annual Section 1307(0 filings. Peoples will have the right to

conduct an annual audit of the computation of any charges under the AVC agreement with the

"
cooperation of EQT and provide that report to I&E, OCA and OSBA.

32. PNG/Peoples and EQT agree that the AVC agreement for the services to Peoples

from the transferred assets shall have an initial term of 20 years and shall provide Peoples with a

Right of First Refusal.

33. Peoples or PNG shall issue and maintain separately issued debt held by investors

not affiliated with SteelRiver or its affiliates, unless the Commission determines that ratepayers

will experience a net benefit from any other Company proposal.
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34. Peoples will not request a capital structure for ratemaking purposes which is

outside the range of capital structures employed by comparable gas distribution companies. All

Signatory Parties reserve their right to review and challenge ant proposed capital structure.

35. For a four-year period following Closing, Peoples will provide thirty (30) day's

prior notice to the Commission, the OCA, I&E, and OSBA if it intends to make a distributibn to

PNG which distribution will cause its actual debt ratio, excluding working capital facilities, to

exceed 55o/o of total capitalization.

36. tDC Holdings' consolidated long term debt ratio as a percent of total

capitalization shall not exceed 600/o forany period longer than one year absent approval from the

Commission, Any request for approval will be considered on an expedited basis, if so requested.

, 37. Peoples and Peoples TWP will be ring fenced from other companies owned by

SteelRiver managed funds as described in the Joint Application. ,, l

38. Peoples' dividends to PNG shall be limited to a level that maintains a maximum

debt ratio of SilYo,excluding working capital facilities, unless approved by the Commission.

39. Peoples shall not do the following except as approved by the Commission upon a

showing of net benefit to retail customers:

(a) guarantee the debt or credit instruments of PNG, LDC Holdings, LDC

Funding, or any affiliate not regulated by the Commission;

(b) mortgage utility assets on behalf of PNG, LDC Holdings, LDC Funding,

or any affiliate other than in conjunction with financing provided by PNG
:

to Peoples; or

(c) loan money or otherwise extend credit to PNG, LDC Holdings, LDC

Funding, or any affiliate for a term of one year or more.
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40. SteelRiver will seek approval of the Commission of any future consolidation or

merger of Peoples and Peoples TWP.

41. Prior to the first base rate filing after Closing, Peoples shall provide annual reports

to the Commission and the parties to this proceeding describing and quantifuing the levels of

merger savings actually being achieved.

B. BOOKS AND RECORDS

42. Peoples shall maintain reasonable accounting controls and pricing protocols to

govern transactions with affiliates, and provide the Commission, l&E, OCA and OSBA

reasonable access to the books, records and personnel of Peoples' affiliates where necessary for

the Commission to adequately review Peoples' purchases of goods or services from those

affiliates.

43, Peoples will maintain separate accounting for the Peoples Division and Equitable

Division operations sufficient to provide all Commission required financial statements. Separate

accounting records also will be maintained for operations in West Virginia and Kentucky.

44.' Upon written request, PNG and its subsidiaries will provide the Commission,

I&E, OCA and the OSBA reasonable access to the books and records, officers and staff of PNG

and its subsidiaries. However, nothing set forth herein shall constitute or be interpreted as a

waiver by PNG or its subsidiaries of its right to raise traditional discovery objections to any such

requests, including, but not limited to, objections on the basis of relevance and privilege. In

addition, before responding to any such requests, PNG and its subsidiaries shall be permitted to

require the imposition of protections they deem necessary to prohibit disclosure of proprietary or

confi denti al information.
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45. Peoples and its parents will provide, upon request, to the Commission, I&E, OCA

and OSBA, in connection with rate proceedings and other proceedings before the Commission

presentations given to cornmon stock, bond, or bond rating analysts, that directly, or indirectly

pertain to Peoples.

46. Peoples will seek Commission approval of all new or amended agreements with

affiliates consistent with Chapter 21 of the Public Utility Code.

47. PNG and its subsidiaries shall provide the I&E, OCA and OSBA *ittt u copy of

any reports filed with the US Securities and Exchange Commission upon request.

48. For the five (5) calendar years following Closing, Peoples will provide an annual

report to the Commission as to the status of all material commitments made in any settlement.

C. CORPORATECOSTALLOCATIONS

49, Peoples' cost allocations between its Peoples and Equitable Divisions and

affiliates will follow the standards and allocation methodologies that have been previously

approved by the Commission, at Docket No. G-2012-2290014, with regard to affrliate charges

under the Peoples Service Corporation, LLC Agreement.

50. Peoples' corporate cost allocations will include a rent charge for the,percentage of

space occupied by employees who provide services to an affiliate, and a supplies charge for
,'

supplies the employee may use in providing services to affiliates. 
,

51. Peoples' corporate cost allocations will provide that all charges by PNG to

Peoples will be at cost, provided that nothing herein shall affect Peoples' burden of proof under

66Pa.C.S.$ 2106.
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D. MANAGEMENT

52. SteelRiver will not permit a change in ownership in Peoples or Peoples TWP

without prior Commission approval if such change would result in a change in control under the

then-applicable Commission standards.

53. The CEO of Peoples will continue to be a member of the goveming board of

PNG.

54. SteelRiver will continue to maintain Peoples' corporate headquarters in Peoples'

service area and in or near Pittsburgh, Pennsylvania. Peoples agrees not to move its headquarters

outside of Peoples' Pennsylvania service territory for at least a ten year period after Closing and

will only do so after thattime upon application to and approval by the Commission.

55. Peoples commits to maintain field offices in its service territory and staffing

levels that are sufficient to provide safe and reliable service. Peoples will provide annual reports

to the Commission, I&E, OSBA, and OCA regarding field offices and staffing levels in its

service tenitory for a period of five years. 
:

56. Peoples commits to the protection of jobs for workers covered by collective

bargaining:agreementS,aSsetoutanddiscussedintheDirectTestimonyofMr.o'Brien.

57. For a period of four years after Closing, Peoples will commit to offerilg one yea-r

of job placement assistance from date of termination for any employees of Equitable or Peoples

who will be in need of such assistance due to the planned reorganizatrons of the workforce. Such

job placement assistance will be consistent in kind and quality with the best practices of similar

industries.
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E. RELIABILITY, PIPE REPLACEMENT AND
UNACCOUNTED F'OR GAS

LOST AND

58. Peoples commits to continue its acceleration of replacing higher risk pipe with a

revised focus solely on its distribution and gathering assets, Peoples revised LTIIP to be filed in

2014 pursuant to Paragraph 30 will provide for a level of investment for the Peoples Division for

the period 2015 throudn 2019 that is consistent in aggregate amount with the annual average

amount of $80 million under Peoples' Commission approved current LTIIP. Peoples will

accelerate capital expenditures for the Equitable Division from $33 million in 2014 to at least

$45 million in2017,2018 and 2019 asevidenced by the filing of a revised LTIIP or Asset

Optimization Plan. This clause must be read in conjunction with paragraph 30 herein. Peoples

will annually provide updates to those plans consistent with the Commissionrequirements.

59. Until the effective date of Peoples next general rate proceeding, Peoples will

continue operating expenditures for the Peoples and Equitable Divisions for leak detection and

repair at least at 2012 levels unless it is appropriate to reduce such expenditures due to

development and acquisition of improved and/or lower cost methods of leak detection. Peoples'

and Equitable's best practices to reduce lost and unaccounted for gas will be adopted.

60. Joint Applicants agree that Section 5.7 of the Asset Exchange Agreement

conceming EQT's option to acquire rights of way will be removed from the Transaction and

EQT acknowledges that it has none of the rights set forth therein.

61. The Goodwin and tombaugh Gathering Systems ("Gathering Systems") will be

transferred in the following manner:

(a) EQT will continue to repair leaks on, the Gathering Systems before

Closing, provide to the Bureau of Investigation and Enforcement's Gas

: Safety Division ("Gas Safety Division") monthly reports of leaks repaired
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within 10 days of the end of each month and provide the Gas Safety

Division with access to verify leaks repaired.

(b) The Gas Safety Division will be provided access to the Gathering Systems

toinspectforsafetyconcemsduringtheperioduptoClosing.

(c) On Closing, the Gathering Systems will be transferred to a new subsidiary

of PNG ("PNG Gathering LLC").

(d) At Closing, EQT will provide $5 million to PNG Gathering for use in

connection with the Gathering Systems as described further in

subparagraph e. below (the "EQT Contribution").

(e) Peoples and PNG Gathering will use the EQT Contribution to assess and

improve the Gathering Systems facilities as described belo*.

(i) Peoples will assess the Gathering Systems facilities and develop

and implement an initial plan, in conjunction with the Gas Safety

Division, to address improvements;

(ii) The Gas Safety Division will be permitted to access the Gathering

Systems facilities to conduct safety inspections and to observe and

verify improvements.

(iii) A summary of activities Peoples expects to be able to complete is

provided in "Appendix C."

(0 After completion of the assessment, Peoples and PNG Gathering will

present a plan to the Commission, after consultation with the Gas Safety

Division, OCA and OSBA, estimating the additional funds necessary, if

any, to provide safe and reliable service from the Gathering Systems. At
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the time it presents the plan to the Commission, Peoples also will serve

PIOGA. In such filed plan, Peoples and PNG Gathering will make a

recommendation whether to proceed with rehabilitation of all or some of

the Gathering Systems and/or with abandonment of some or all of the

customers served off the Gathering Systems.

(i) The Signatory Parties agree that the Gathering Systems may be

transferred to Peoples if the amount of additional investment

necessary to provide safe and reliable service from the Gathering

Systems is equal to or less than the sum of the remaining portion of

the EQT Contribution, the estimated $12 million cost to convert

customers to alternative fuels, the estimated incremental rate base

investment of $6 million that would be supported by revenues from

the approximately 1,500 customers served by the Gathering

Systems, and any additional investment supported by incremental

revenues on the Gathering Systems facilities. The parties agree

that the remainder of the EQT contribution, the $12 million

conversion cost and the estimated $6 million in customer revenues

comprise the economic test of whether the Gathering Systems are

transferred to Peoples. If the economic test is satisfied and the

Commission approves transfer of the Gathering Systems, Peoples

Equitable Division will be permitted to include in rate base the

investments it makes to improve the Gathering Systems other than

the EQT Contribution.
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(ii) If the economic test is not satisfied because the amount of

additional investment necessary to provide safe and reliable service

, from the Gathering Systems is more than the sum of,the remaining

portion of the EQT Contribution, the estimated $12 million cost to

convert customers to altemative fuels, the estimated incremental

rate base investment of $6 million that would be supported by

revenues from the approximately 1,500 customers served by the

,, Gathering Systems, and any additional investment supported by

incremental revenues on the Gathering Systems facilities, Peoples

will make a recommendation not to further invest in the Gathering

Systems. In such a scenario, all other parties expressly reserve the

right to present their own recommendations to the Commission as

to the disposition of the Gathering Systems.

(g) If the Commission does not approvO the transfer of the Gathering Systems

to Peoples, Peoples reserves the right to recover costs to convert customers

, served by the Gathering Systems facilities to alternative fuels on approval

of abandonment by the Commission.

F. CUSTOMER SERVICE

62. Peoples will commit to achieve and maintain the following levels of performance

in the following customer service metrics in each of the next five years for its Peoples and

Equitable Divisions:

(a) percent of calls answered within 30 seconds of atleastS2Yo,

(b) busy-out rate of no more than 0.25yo,
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(c) call abandonment rate that is no higher than 3% for 2014,2015 andV0l6,

and2.5%for 201 7 and20l8,

percent response within 60 minutes to emergency calls of at least g8.5%

for 2014,2015 and 2016 and99o/o for 2017 and20l8.

(e) Peoples TWP agrees to extend for an additional two years commencing

January 1,2014, the customer service metrics from the Joint Settlement of

the Steel River acquisition of Peoples TWP, at Docket No. 4-2010-

2210326, which are attached hereto as o'Appendix D."

63. Peoples will provide a report to OCA, I&E, and OSBA each calendar year

following assumption of such functions by the staff of Peoples or its affiliates regarding its

achievement of the service quality metrics. Such reports shall continue for three .ul.ndu, y.*,

after assumption of such functions by the staff of Peoples or its affiliates. The report will outline

the actual metrics achieved and additional actions expected to be taken in the following year to

further improve customer service. If the Company has not achieved an identified metric, the

report will also include the reasons for the failure and the Company's detailed plan to reach the

service quality metric. Peoples will then convene a collaborative with OCA, I&E and the OSBA

to discuss such report. If, following such a collaborative, I&E, OCA or OSBA request a

proceeding before the Commission, Peoples will not oppose the initiation of such a proceeding.

The Commission may, upon motion of any Signatory Party or upon its own motion, open a

formal proceeding.

64. Peoples will commit to assess and identify areas of necessary improvement to

customer service for Equitable custorners and submit that analysis to the Commission, OCA,

I&E and OSBA within 180 days of Closing for their review and comment. This review will

(d)
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additionally outline cost effective systems for improvement of customer service and expected

servlce rmprovements.

65. Nothing in this Settlement is intended to restrict Peoples' right to request recovery

of new systems to improve service, including as a consequence of * existing system's age,

obsolescence or other requirements, as appropriate, in future rates. Any such request will be

subject to review for reasonableness and prudence in accordance with rate making principles.

66, No party waives any right to request that the Commission order penalties in any

proceeding conVened to investigate Peoples' noncompliance with the service metries.

67. Nothing contained herein is intended to limit the authority of the Commission, the

Bureau of Consumer Services, the Gas Safety Division, or other Bureaus of the Commission

from performing their duties and making recommendations, including recommendations

regarding fines, for ilure of Peoples to perform in any of the areas covered by the service

quality metrics.

. G. UNIVERSAL SERVICE

68. Peoples will continue to fund Equitable's Customer Assistance Program ("CAI"')

consistent with its needs analysis approved in conjunction with Equitable's currently approved

Universal Services Plan.

69. Peoples will commit to establishing a Universal Service Advisory Group,

consistent with the recommendations provided in the Direct Testimony of OCA witness

Brockw4y, The Group will include corlmunity based organtzations ("CBOs"), Low-Income

Advocates, the OCA and other interested stakeholders and will meet quarterly to discuss all

universal service issues including recommendations concerning Low Income Usage Reduction

20



Program C'LIURP"), LIURP eligibility, F,amed Income Tax Credit (!'EITC") concems and

landlord issues that may present a barrier to customer participation.

70. Peoples will manage Equitable's CAP program similar to that of Peoples in that it

will partner with an agency that: (a) can substantially increase the number of intake sites; (b) is

an administrator of utility CAP programs for the electric distribution companies ("EDCs") or

natural gas distribution companies ("NGDCs") in their territory; (c) recruits and partners with

multi-service agencies; and, (d) uses a case management system to track and monitor referrals

and enrollments into utility programs.

71. Peoples will be permitted to continue to fecover CAP costs under Equitable's

existing recovery mechanism for CAP costs. Peoples may propose changes to the recovery

mechanism, which any Signatory Party to the Settlement may oppose, for review by the

Commission. The provisions of Paragraph No. 27 shallnot limit implementation of any change

to Peoples' recovery mechanism.

72. Peoples agrees that the shareholders of Peoples and Peoples TWP will commit to

increase its total donation (administrative and matching) to the Dollar Energy Fund by l0o/o for

the next 5 years following Closing. Peoples will review possible ways to increase outreach to

customers to attempt to increase customer contributions and will provide a report to the

Commission and OCA.

73. Peoples wjll commit that it will increase expenditures on LIURP in the first 4

years after Closing. Specifically, commencing January l,20i4,the Peoples Division LIURP

wilt be funded at the level of $1,250,000 per year (an increase of $150,000 per year). The

Equitable Division will add $100,000 per year for the first 4 years after the merger closes to the

funding of its LIURP program, for a total LIURP budget of $800,000 pef year in each of those 4
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years. These increases will be funded by shareholders for the 4 year period. For Peoples TWP,

shareholders will fund an additional $25,000 per year over the LIURP budget approved and

recoverable in the current Peoples TWP base rate proceeding for a period of four years,2014

through 2017. Any funds not used in one year will roll-over into the next calendar year.

Funding on this basis will continue until the effective date of rates set in the next base rate

proceeding.

H. COMMUNITY COMMITMENT

74. For a period of not less than five years, Peoples will provide corporate

contributions and community support in southwestem Pennsylvania in a total amount that is at

least equivalent to the amount provided by Peoples ($1.0 million) and Equitable ($400,000) in

2012.

75. Services that are currently performed for Equitable outside of the Equitable

service area in Pennsylvania, such as call center support, customer billing and payment and

customer relations, will be returned to the Peoples service area within 5 years.

76. Peoples will continue to comply with the Commission's diversity policy, 52 Pa.

Code $$ 69.801-69.809.

. I. RETAIL SUPPLY COMPETITION

77. Peoples will convene a collaborative conference with interested parties, including

the OCA, I&E, OSBA and interested natural gas suppliers ('NGSs"), within 12 months of

Closing in order to develop a strategy to further promote ietail natural gas supply competition in

the Peoples/Equitable service areas.
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J. GAS PURCHASING AND INTERCONNECTIONS

78. Prioritv One ('iP-l\ Program - Gas Suppl], Assignment. Peoples agrees that in

order to encourage and support customer choice, the Company's upstre4m pipeline capacity and

certain gas commodity supplies shall be made available for release by Peoples and Equitable

Divisions to suppliers serving priority one customers. Consistent with its current methodology,

all demand related costs for its gas supply contracts shall be assessed to all retail customers and

P-l transportation customers. Peoples further agrees that the actual pipeline capacity path

upstream of Peoples, other than the AVC system, shall be designated by the Company from its

available capacrty and Peoples witl endeavor to accommodate a P-l supplier's request for

particular upstream pipeline capacity on a first-come first-served basis. To the extent that the P-

:

1 supplier receives an assignment of Peoples' Equitrans Sunrise pipeline capacrty, Peoples shall

also provide P-l suppliers with an option to purchase from Peoples firm gas supplies under the

Peoples and Equitable - EQT NAESB Agreements. This will allow P-1 suppliers to purchase

supplies at DTI South Point prices.

79. AVC Receipt and Delivery Points.

(a) Maintain Existing Points - All existing upstream interstate receipt and

delivery points that flow in and out of the AVC, including Truittsburg and

Rural Valley, will be maintained and not taken out of service by Equitrans.

To the extent EQT seeks to discontinue any of the existing points, it will

provide Peoples with adequate advance notiee of such action and

reasonably demonstrate that said receipt or delivery points are no longer

used or useful, prior to seeking any necessary approvals from the Federal

Energy Regulatory Commission ('FERC").
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(b)

(c)

(d)

Primary Firm Poinls - All existing AVC receipt and delivery points that

are used to serve the Peoples Division on-system customers and Peoples?

Production Enhancement Services ("PES") agreements will be assigned an

MDQ, the sum of which will not exceed the specified total contract MDQ

for services under the Peoples Asset Transportation and Storage

Agreement, ffid designated as primary firm points as defined by the

Equitrans FERC gas tariff and will not be subject to intemrption by a

lower priority status as set forth more fully in that tariff. The Peoples firm

delivery points and associated MDQs will be aggregated under a single

city gate nomination point for conffactual and administrative purposes.

Prior to adding new receipt and delivery points, EQT will evaluate the

proposed facilities in accordance with Section 6.34 of the Equitrans FERC

gas tariff, including an analysis of the impact of its ability to meet its

existing service obligations, and EQT will seek any approvals from FERC

that are necessary.

Interconnection Point Listing- Peoples and EQT agree to add the existing

receipt points and delivery points and capacities as an addendum to the

AVC Transportation and Storage Agreement.

MAOP and Operating Pressures.

(i) EQT confirms that it has no immediate plans to increase the
::

operating pressures or regulator set points on the AVC system. To

the extent in the future, EQT plans to modifi' AVC system

operating pressures or regulator set points, EQT will provide AVC
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(iD

shippers with advance notice of four months for any projects that

are projected to increase operating pressures greater than 15o/o.

EQT agrees that it will provide AVC shippers one month prior

notice of any planned filing with the FERC to increase the MAOP

of AVC transmission pipelines. Peoples agrees that it will

intervene as needed in any such FERC filing to protect its interests

and the interests of its customers conceming the delivery of gas

supplies into AVC receipts points that are fed from the Peoples'

upstream facilities.

In response to a prior notice of a planned increase or an actual

increase in operating pressure, regulator set points or MAOP on

the AVC transmission pipeline system, Peoples agrees to construct

or modify the Peoples Division facilities to ensure that locally

produced gas delivered at AVC receipts points - that are fed from
,"

the Peoples Division pipeline system - is able to flow into the AVC

pipeline system. Peoples also agrees to construct or modif its

dehydration and other related facilities to ensure that the quality of

the locally produced gas delivered at AVC receipts points - that are

fed from the Peoples Division pipeline system * meet the required

gas quality standards contained in the AVC tariff.

Peoples agrees to construct or modify sucn Acltities, as described

in iii. above, using Peoples Division PES PRC funds. The first

funds spent or allocated shatl be sourced from the current Peoples

(iii)

(iv)
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(e)

Division PES PRC capital spending shortfall. If additional funds

are required, Peoples shall utilize available annual funding from

the PES revenues that was established and approved in Peoples'

2012 ratecase for gathering lost and unaccounted for gas ("UFG")

remediation efforts or gathering system upgrades (*2012 PA PES

Funding") provided that such funding also qualifies as "gathering

UFG remediation efforts or gathering system upgrades" as

established in the 2012 rate cuse. Further, to the extent that PRC

or 2012 PA PES Funding is insufficient to cover the costs of these

facilities, Peoples agrees to make the necessary expenditures,

provided they are necessary to ensure continued compliance with a

least-cost procurement policy and enhanced retail supply

competition on the Peoples' system.

Negotiaited Rates - Peoples and EQT agree to modifu the AVC

Transportation and Storage Agreement so that all currently existing

interconnection points used to serve the Peoples Division on-system and

existing Peoples Division PES commitments will be subject to the

negotiated rates under the Peoples Asset Transportation and Storage

Agreement and will not be subject to maximum recourse rates.

Charges on AVC

(i) Other than the release of AVC storage (former Rate ST and ST-

SW storage) to NP-l suppliers, suppliers on the Peoples Division

will receive a net zero cost release of AVC storage and

(0
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(ii)

transportation capacity required to supply their on-system

eustomers and off-system PES requirements. Per the FERC AVC

tariff, suppliers will be responsible for the ACA charge and fuel

charges on AVC. Shippers on AVC will be assessed a fuel charge

for use of AVC storage and an AVC transportation fuel charge of

2.5%o onvolumes transportld on AVC. These fuel rates will be

subject to periodic adjustment to reflect actual UFG, fuel and

losses on the AVC system. Effective upon Closing, the Peoples

Division retainage rates will be adjusted to remove the volumes of

fuel that will be recovered on the AVC system.

Peoples agrees to assign and release AVC storage to NP-l

suppliers of the Peoples Division at a rate of $.83/l\4cf,, Peoples

agrees that this release rate will not be subject to change until the

effective date of new rates resulting from Peoples' next base rate

case.

Peoples and NGSs acknowledge that there may be situations

whereby suppliers have existing contracts to sell commodity

supplies to their customers at the Peoples Division existing city

gates. Peoples and suppliers further acknowledge that as a result of

the transfer of Peoples' midstream assets to EQT and the resulting

alteration in city gate delivery ooints, it will be necessary, during

the present term of such contracts, for Peoples to adjust the

monthly commodity sales uolu-", charged by the affected

(ii!)
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(e)

suppliers to reflect the retainage volumes assessed to suppliers by

EQT on the transferred assets, for the limited purpose of

preserving the pre-asset transfer delivery points, and thus the

benefits of the sale of such commodity supplies for customers and

suppliers. Peoples agrees that it will also:work with the,NGSs to

explore other alternatives to effectively address the situation

described above and modifu its tariff if required. Peoples further

agrees that prior to Closing it *i11 notify affected customers in

writing of this situation, and that it will work with the affected

suppliers and their customers on an ongoing basis to support and

justifo the monthly volumes adjustments described above. In the

event that a customer challenges any such adjustments, Peoples

will assist the affected supplier in defense of the adjustment.

Existing DTI and Equitrans Interstate Points- Subject to paragraphTg(a)

above, Peoples and EQT agree that the following existing interstate supply

points will not be eliminated during the term of the Peoples Asset

Transportation and Storage Agreement

(i) DTI- City Gate20200

(ii) TGP- Pitt Terminal2}l99

(iiD Equitrans- Ginger Hill- lll42

(iv) Tetco M2- Rockwood 70051

(v) Tetco M3- Ebensburg70323

(vi) National Fuel- PNGCG
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(vii) Truittsburg

(viii) Rural Valley

K. NP.l SUPPLIER BALANCING SERVICE

80. In orJer to address the perceived change in balancing flexibilities and increase in

cash-out risk as a result of the transfer of the storage assets, Peoples agrees to offer to NP-l

suppliers of the Peoples Division a new service that will allow NP-l suppliers, at the end of the

calendar month following the monthly trading period, to transfer in-place AVC storage volumes

with Peoples using the NP-l supplier's assigned and available storage capacity. Peoples agrees

to work with NP-l suppliers to develop allowable parameters governing such storage transfers

with the intent to provide NP-l suppliers with a similar level of balancing flexibilities currently

provided to NP.l suppliers today.

L. I,OCAL GAS OPPORTUNITIES

81. Peoples agrees that it will endeavor, wherever operationally feasible, to utilize

:locally produced gas supplies.

82. In the event a new tap request or tap volume increase into the Peoples Division

system is unavailable due to capacity restraints in the Peoples Division system, Peoples agrees

to:

(a) Identify opportunities to displace gas that is being sourced from interstate

pipelines with local supplies produced into the Peoples Division system;

Identify areas of possible new production for redelivery to an altemate

section of the Peoples Division distribution system through the AVC or

other means to displace gas sourced from interstate pipelines.

(b)
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83. Immediately upon Closing, Peoples agrees to undertake an initiative using the

Peoples Division PES PRC funds to create interconnections between the Equitable and Peoples

Divisions that are designed to increase the use of local gas supplies and add more flexibitity for

suppliers on both systems. Peoples also agrees that it will, consistent with its least cost mandate

and where operationally feasible, examine ways to facilitate the movement of incremental local

gas supplies between the Peoples and Equitable Divisions through gas displacement

arrangements.

M. BB&A SERVICE

'84. Peoples agrees to implement a restructured banking, balancing, and advancing

("BB&A") service to allow NP-l suppliers of the Peoples Division to maintain access to the

same benefits from the BB&A storage service that they receive today. Peoples agrees to modifu

its proposed tariff (Tariff Page 34and 34A of Joint Applicants Exhibit No. JAG-3) so that the

carrying costs eharged to NP-l suppliers shall be based on Peoples' actual short-term debt cost

rate. Peoples also agrees to provide the NGSs with an example and an estimate of the benefits to

be derived under Peoples' proposal.

:

N. PEOPLES PES PROGRAM

85. Peoples agrees to extend the term of the existing PES and Equitable Gas AGS

producer agreements until the effective date of new base rates in Peoples' next base rate case

filing. After Closing, Peoples agrees to collaborate with PIOGA and its members to review

information regarding both systems, use of moisture control equipment, pipeline maps, current

producer bottlenecks, areas needed for expansion due to additional gas, and to allocate its

modeler resources for utilizing the agreed PES/Equitable Project Review Co--ittee annual

expenditure.
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86. Six months prior to the filing of Peoples' next base rate case, Peoples agrees to

initiate discussions with PIOGA regarding a revised PES program on the Peoples, Peoples TWP

and Equitable systems, (including PES/R.ate AGS or other related fees). Notwithstanding this

commitment, Peoples and Peoples TWP agree after Closing: (i) that Peoples will seek approval

through the 1307(f) process to apply to the Peoples TWP and Equitable systems the PES

agreement provisions permitting the release of older low-producing wells (Section 4.04.a.,b. & c.

and Section 4.05, as applicable) and (ii) that prior to enforcing Peoples TWP gas quality

requirements on individual PIOGA member producers, Peoples will initiate discussions ,with

PIOGA for addressing gas quality issues on a system-wide basis.

87. Peoples agrees that prior to termination of the existing off-system capacity

agreement (Rural Valley and Truittsburg) between Peoples and DTI on April 1,2016, it will

work with PIOGA to replace the DTI capacity contract with a lower cost capacity contract or

explore other off-system altematives that will eliminate the need for an off-system DTI capacity

contract. These options will result in lower overall pipeline capacity costs and an associated

decrease in fees charged to PES participants effective April 1, 2016.

O. ENHANCED RETAIL CHOICE

88. Peoples agrees that following Closing, it will begin a review of the existing

transportation program process on Equitable and convene a collaborative, that will include all

interested stakeholders, within 12 months following Closing to develop a strategy to promote

retail supply competition on the Peoples/Equitable service areas: Peoples agrees that this

collaborative will consider the adoption of a local gas aggregation service on Equitable and

changes to the Equitable Division balancing provisions. Peoples further agrees to a target filing
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date of possible tariff changes resulting from this collaborative within three months following the

date the collaborative is convened.

89. Peoples agrees that within six months following Closing, Peoples will implement

an Energy Choice outreach program for Equitable customers and begin using the Peoples'

Electronic Data Transfer/Electronic Bulletin Board/\lominations System and related processes.

90. Peoples agrees that within 30 days following Closing, it will provide ,{ged

Receivables reporting on behalf of suppliers that are receiving commodity billing services from

the Peoples Division.

91. Peoples agrees that within 6 months of approval of this settlement it will convene

a collaborative to include input of interested stakeholders, to discuss all aspects of a proposed

new and moving customer referral program within 12 months of Closing that is substantialty

similar to those approved by the Commission in the recent Retail Markets Investigation. If there

is substantial agreement among the stakeholders, Peoples will file a proposed new and moving

customer referral program with the Commission within 14 months of Closing. All stakeholders

and other interested parties will have the right to file comments in response to the filing.
:

92. Peoples agrees that within one year of the date of Closing, it will review and seek

to revise the Purchase of Receivables program of Equitable and take steps necessary to make it

consistent in design and rate structure, with that of the Peoples Division. To the extent the

adoption of certain aspects of Peoples' Purchase of Receivables Program requires billing system

modifications fot the Equitable Division, those aspects of the Peoples' Purchase of Receivables

Program will not be implemented until the planned conversion of the Equitable Division to

Peoples' billing system.
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P. CARNEGIE GATHERING SYSTEM

93. Effective upon Closing, PIOGA's confidential Rate AGS agreement with

Equitable will apply to the Carnegie Gathering System, which shall be owned and operated by

Equitable. The confidential Rate AGS agreement does not apply to the Goodwin and Tombaugh

Systems.

a. GooDwrN GATHERTNG SYSTEM

94. Peoples agrees that the existing Goodwin gathering rates will apply, but parties

moving gas on the Goodwin system will be charged on the "net" deliveries after gas is retained

by Peoples and Equitable Divisions. Peoples also agrees to begin implementing immediately

after Closing its UFG reduction measures on the Goodwin system that are outlined in the Joint

Applicants Statement No. 55 or other measures otherwise agreed to by Peoples in the settlement

of this proceeding. These UFG reduction measures including leak detection, leak repair and

resolving meter iszues will be prioritized to drive meaningful results that will be reflected in the

ongoing monthly retainage charges on the Goodwin system. Peoples will provide pIOCR wittr

information gathered and provided to Commission's Gas Safety Division. All gathering fees

collected will be used to maintain and improve the Goodwin and Tombaugh systems.

R. EQT ASSET EXCHAIIGE AGREF'MENT

95. EQT agrees that those assets identified in the EQT Asset Exchange Agreement in

Schedules A-1, A-2, A-3, A-4, A-5, A-13, A-14 and A-17 will be transferred to Equitable Gas

Company, LLC, if the Transaction is consummated.

RETAINAGE ON TRANSFERRED ASSETS

See paragraphTg(f).

S.,

96.
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T. CAPACITY ON THE TRANST'ERRED ASSETS

97. Peoples agrees to assign sufficient AVC capacity to NGSs and Producers on the

transferred Peoples' transmission and storage assets, considering producer metersiand customer

volumes, for both system supply and off-system transportation. Specifically, Peoples agrees to

the following:

(a) Suppliers that have access to AVC system storage will be provided with

sufficient AVC transportation and storage .upu.ity to fill and empty their

allocated share of AVC storage;

Suppliers that are purchasing existing local gas that is delivered directly

into the AVC system without first moving through the Peoples Division

lines, will be provided with sufficient AVC system transportation capacity

to move their estimated supplies to the Peoples Division city-gates; and :

Suppliers that are moving excess local production to off.system points at

Truittsburg or Rural Valley, consistent with the terms of the existing PES

agreement, will be provided with suffrcient AVC system hansportation

capacity to move gas to these points.

(c)

U. HOMEWORKS

98. Peoples agrees that it shall maintain separate accounting records for Equitable

Homeworks, LLC :1"Ho-.*orks")6 *A ,o allocate costs and expenses to Homeworks in

accordance with the standards and allocation methodologies that have been previously approved

6 Equitable Homeworks, T,LC offers various heating and cooling protection programs, line protection programs and
restoration programs within Pennsylvania. As part of the transaction, Holdco also will sell, convey, transfer, assign,
and deliver to PNG all of the issued and outstanding membership interests in Equitable Homeworks, LLC, an

unregulated entity.

(b)
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by the Commission, at Docket No. G-2012-2290014, with regard to affiliate charges under the

Peoples Service Corporation, LLC Agreement.

gg. Peoples agrees that it will not use the name of Peoples or Equitable in any

Homeworks related marketing materials provided to customers.

100. Within six months after Closing, Peoples agrees to provide Product and Services

Billing on behalf of other NGSs on the Peoples Division system. Any customer specific

information for Product and Services customers that are billed by Peoples on behalf of other

NGSs shall not be shared with any individual that is responsible for the sales or marketing of

Homeworks products. Also, Peoples agrees that it will not provide any preferential treatment to

Homeworks regarding any customer leads received through the Peoples Division or Equitable

Division call center and will not offer Homeworks services to customers for warranty or other

related services in calls received from customers for other purposes without also offering the

same information and/or opportunities to other providers of the same or similar services.

Peoples will not provide any customer information or marketing opportunities to Homeworks

without also offering the same information and/or opportunities to other providers of the sarno or

similar services.

, 101. Peoples also agrees that following the Closing, it will undertake a review of the

Equitable billing system to determine if Product and Services Billing on behalf of other NGSs on

Equitable Division system is feasible.

V. NEW TAP REQUESTS

102. Peoples agrees to continue to work with suppliers on the Peoples Division to

resolve any ongoing tap requests on a reasonable and expedited basis.
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ry. TARIFFS

103. "Appendix E" to this petition contains the pro-forma tariff pages showing the

proposed revisions to Peoples' Retail and Supplier tariffs that were filed with the Joint

Application and modified by the terms of this settlement.
:

V. THE SETTLEMENT IS IN THE PUBLIC INTEREST

104. Commission policy promotes settlemenls . See 52Pa.Code $ 5.231. Settlements

lessen the time and expense the parties must expend litigating a case and, at the same time,

conserve precious administrative resources. The Commission has indicated that settlement

results are often preferable to those achieved at the conclusion of a fully litigated proceeding.

See id. $ 69.401. In order to accept a settlement, the Commission must first determine that the

proposed terms and conditions are in the public interest. Pa. Pub. Util. Comm'n v. York Water

:

Co., Docket No. R-00049165 (Order enlered Oct. 4,2004); Pa. Pub. Uil. Comm'n v. C.S. IAatur

and Sewer Assocs.,74Pa. P.U.C. 767 (lggl). As will be detailed in the Signatory Parties'

Statements:in Support of Settlemenl, the instant Settlement is in the public interest because, with

the conditions imposed herein, the Transaction will provide substantial affirmative public

benefits.

105. Approval of the Settlement will lessen the time and expenses that the Signatory

Parties, and the Comrnission, must expend on the proceedings. 
:

106. There were no customer Protests against the Joint Application. The Settlement

resolves all issues in the instant proceeding between the Signatory Parties.

I07. The Signatory Parties will further supplement the reasons that the Settlement is in

the public interest in their Statements in Support of Settlement, which are attached hereto as

"Appendices F through M."
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vI. CONDITIONS qF THp, SETTLEMENT

108. The Settlement is conditioned upon the Commission's approval of the terms and

conditions contained in this Settlement without modification and the Closing. If the Commission

modifies the Settlement, any Signatory Party may elect to withdraw from the Settlement and may

proceed with litigation and, in such event, the Settlement shall be void and of no effect. Such

election to withdraw must be made in writing, filed with the Secretary of the Commission and

served upon all Signatory Parties within five (5) business days after the entry of an Order

modifying the Settlement.

109. This Settlement is proposed by the Signatory Parties to settle all issues among the

Signatory Parties in the instant proceeding. If the Commission does not approve the Settlement

and the proceedings continue, the Signatory Parties reserve their respective procedural rights to

evidentiary hearings, submission of additional testimony and exhibits, cross-examination of

witnesses, briefing, and argument of their respective positions. The Settlement is made without

any admission against, or prejudice to, any position that any Signatory Party may adopt in the

event of any subsequent litigation of these proceedingi, or in any other proceeding.

110. The Signatory Parties acknowledge that the Settlement reflects a compromise of

competing positions and does not necessarily reflect any Signatory Party's position with respect

to any issues raised in this proceeding. This Settlement may not be cited as precedent in any

future proceeding, except to the extent required to implement this Settlement.

111. If the ALJ adopts the Settlement without modification, the Signatory Parties

waive their right to file Exceptions on those issues that are resolved by this Settlement.
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Vil. CONCLUSION

WHEREFORE, the Joint Applicants, I&E, OCA, OSBA, PIOGA, NGS Parties, Snyder

Brothers, and US Steel,T by their respective counsel, respectfully request as follows:

(a) That the Honorable Administrative Law Judge Mark A. Hoyer recommend approval

of, and the Commission approve, this Joint Petition for Approval of Non-Unanimous Settlement

including all terms and conditions thereof without modification; and,

(b) Subject to the terms and conditions set forth herein that the Commission issue all

approvals requested in the Joint Application, as modified by the terms and conditions set forth

herein, and necessary approvals authorizing: (l) the transfer of 100% of the issued and

outstanding limited liability company membership interests in Equitable, an indirect subsidiary

of EQT, to PNG, an indirect subsidiary of SRIFNA; (2) the merger of Equitable with Peoples, a

wholly-owned subsidiary, of PNG, and the operation of Equitable as an operating division of

Peoples; (3) the transfer of certain storage and transmission assets of l.opt., to EQT; (4) the

transfer of certain assets and/or the exchange of certain services betweenEQT and Equitable; (5)

certain PNG ownership changes associated with the transaction; (6) the associated gas capacity,

storage, interconnects, leases, and supply service agreements among P.opl.r, Peoples TWP,

Equitable, and/or EQT set forth in the Joint Application; and (7) certain changes in Peoples'

tariffnecessarv to carry out the transactions.

' PSU, PEMI, UWUA, IBEW, and United Steelworkers are not parties to the Settlement but have indicated that they
do not object to the Settlement. PennFuture is the only active party in this proceeding that is not a party to this
Settlement.
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Peoples Natural Gas Compar4T

Oilivery Aase Rate Reduction -Transferred Transm'rssion and Storage Assets
Based on Blended Peak and Peak & Average Methodologles

Transmission Une Facilities
Plant in Service
Depreciadon Reserve

Material and Supplies

Toual Rate Base

Prefax Return (12-32%)

O&M Frpenses

OtherTaxes (Plant & Payroll)
Deprdriation gOeirse

. TotalTransmission Rwenue Req.

storaee Facilities
Plant in Servics
Depreciation Reserve
Inventory (Base 6as Only)
Material and Supplies

Total Rate Base

Pretax Retum $232%)
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OtherTaxes (Plant & Payroll)
Depreciation Expense

. r Total Storage Revenue Req.
. Revenue Req- Recovered from NGSs

Net Stordge.Re\renue Reguirement

Revenue Requirement- tn Base Rates

2012 Base Rate Case SetdementVolumes- Mcf

Base Rate Reduction to Delwery Charyes- S/Md
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Rider B - AVC Capacity Charge

Residential

SGS - Commercial

SGS - lndustrial

MGS - Commercial

MGS - Industrial

LGS - Commercial

LGS - lndustrial

S o.soog
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2ot2

Methodoloev per 1307(fl-2013 Settlement

ULUFG" (excluding retainage recovered from retainage-discounted customers)

Total Supply (Mcf) (excluding supply for retainage-discounted customers)

Overall"LUFG' Percentage to be recovered from customers paying full retainage

"LUFG" (excluding retainage recovered from retainage-discounted customers)

Mcf Associated with non-Temperature Compensating Meters

Adjusted UFG, Storage Loss and Company Use Mcf
Adjusted LUFG Percentage

Percent Adjustment

PNG

Oct-13

Retainage

4,647,255
60.323.906

7.70

4,647,255
(570,645)

4,076,610
6.8%

-0.9%

Adiustment
tl

(1,650,545)

60,323,906
-2.70/o

RS, SGS, MGS

LGS

7.70/o

6.8%

t/ Rdjustment for reduction in retalnage fortransferred assets.
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APPENDIX C
A summary of Activities on the

Goodw-in and Tombaush Gathering Svstems

Peoples will survey these facilities to provide a foundation of information that can be analyzed to

develop a course of action. This multistep process includes mowing, physically walking and

leak surveying the entirety of the two systems as follows:

i. Initial Pipeline rights of way will be mowed including removal of trees and additional

preparations to place this into a scheduled program;

ii. Location of gathering system pipeline will be confirmed;

iii. Location of field customers will be confirmed;

iv. Location of producer interconnects will be confirmed;

v. Location of pipeline interconnects with both EGC and EQT will be confirmed;

vi. The entire gathering system will be leaked surveyed and gas lost attributable to leaks

quantified.

Peoples will address the root cause of leaks on steel pipeline by monitoring cathodic protection

to eliminate future leaks. This multistep process will also include marking pipelines and

updating maps for the entirety of the two systems as follows:

i. Install pipeline markers;

ii. Perform initial cathodic protection survey on the facilities;

iii. Perform initial cathodic protection remediation on the facilities;

iv, Peoples will include these facilities in its damage prevention programs;

v. Update maps based on field investigations;

vi. Peoples will add these facilities into its existing Risk Ranking System for

prioritization of repairs and replacement;



vii. Peoples will place these facilities in its PA One Call response system;

viii. Notiff customers with contact information for emergency calls;

ix. Peoples will add these facilities to its annual or planned maintenance on the facilities

a. Leak survey programs;

b. Right of way mowing;

c. Cathodic protection monitoring programs

Peoples also will update the segmentation on these facilities critical to monitoring the system and

reacting to situations that cause unaccounted for gas. This requires using the knowledge gained

by walking the pipeline and updating the maps to determine the best locations to update

measurement to isolate and discretely identify customers and producers to create an unaccounted

model for a subset of these facilities. This multistep process will include the following steps:

i. Analyze pipeline walking and mapping information;

ii. Determine location for segmentation meters to discretely isolate pipelines;

iii. Determine customers conneoted to each segment;

iv. Determine producers connected to each segment;

v. Determine pipeline interconnects to each segment;

vi. Installsegmentationmeasurement;

vii, Obain measurement for each attribute and solve for segmentation UFG.
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Performance Indicator Proposed Annual Performance Standard T. W. Phillips' Ifistoric Average Performance I

l. Call Center: o/o calls answered w/in
30 seconds

7OYoin2012

80Toin2013

$vJ

2. Call Center: Average Busy-out Rate Below 0.5% 0%

3. Call Center: Average Call
Abandonment Rate

7Yoin20l2

sYo:n20l3

t5%

4- # of Customer disputes not issued a
report within 30 days

No more thaa 3To of the Total Number of
disputes filed

2.9%

5. 7o of Meters not read as required by
s6.12(4) (ii-6 mos.) and (iii-12 mos.)

Not read in 6 months: O.17Yo

Not read in 12 months'. O-O2Yo

Not read in 6 months: 0.L7%

Not read in 12 months: O.O2Yo

6. Gas Safety Response Time 98% in 60 minutes, with a minimum
standard of arriving on-site 90% of the time
within 60 minutes for each di*icr

98% in 60 minutes

7. Percent ofbills not rendered once
every billingperiod

0.0r% Not applicable3

I Three-Year Average, except where othenvise noted.
2 Data from September 2009 through December 2010. Old phone system did not track this statistic.

'New billing system installed in 2010.

7300726v2
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PROFORMA TO
Gas-PA PUC No, 45

PEOPLES NATURAL GAS COMPAI\Y LLC

RATES A}{D RULES
GOVERNINGTHE
FURNISHING OF

NArrHffoilRvrcE

GAS CUSTOMERS

Joint Application for Approwl of the Transfer of Mernbership
Interests. Transfer of Certain Assets, and Certain Associated Gas.

ions II02@\(3) an e) of the'

Public Iltilitv Code.

ISSUED:
BY: Morgan K. O'Brien

President
375 North Shore Drive, Suite 600
Pittsburgh, PA 15242

EFFECTIVE:

NOTICE
This tariffmakes changes to existing mtes,

(See page 2)
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Page No. Sectlon Modilication

2A List of Chanses Lddiiional nasd added due to leneth of list of chmges.
t Rate Schedulo Modified te reflect addition of AVC Capacity Charge

under Rldor B.
3A Rate Schedule Modifisd to rcflect addition ofAVC Capacity Ctcgo

under Rider B and chanses to delivov rates

4A Rate Schedule Modifiod to roflect addition of AVC Capacrty Chargo and

chanses to deliveryrates.,
48 Rate Schedule Modifiod toreflect addition of AVC Capactty Cbargo and

chmees to deliverv rates.

5 Table of Contents Modified to reflect changos to pages 57 through 59 and

the addltion of pages 2L,63h, and 63B,

10 Rates Available Undor This Taritr Removal of Rate ST and Rato ST.SW to reflegt
discontinuance ofon svstem storase service,

27 Rules & Regulations, Rule l7 Deletion of the word 'pools' in lino three of tho fit'st
paragraph to reflect discontinuance ofon system storage

service.

31 Rulos & Resulations. Rule 21 Doleto reference to Rate ST and Rate ST-SW.

36 RAIE RS Reduction in delivety charge.

40 Rate SGS Reduction in dslivery charges.

42 RAtE MGS Reduction in delivorv charses.

44 Rate LGS ReduCion in delivery charges.

46 Rate GS-T Addition of the word'and'undet Rute (8X3),

47 Rate GS-T Deletion of Rule (8Xa) to reflect discontinuance of on

system storage. Update of Rule (8X5) to become Rule
(8X4).

47 Rate GS-T Delete refelence to Rate ST and Rate ST'SW under Rule

f9)(a).

47 Rate GS-T Rule (12) updatedto roflect new retainage.rates.

48 Rate GS-T Rile (10 update to Negative Mmtbly Imbalance section

to specify'pipeline' storage withdrawals'
48 Rate GS-T Rule (14) update to Positivo Monthly Inbalance section to

remove referenco to Rate ST and Rato ST'SW.

49 Rate GS-T Rule (14) update to reflect language change rcmoving
BB&A rates ftom the cuffent page and reforring to Rider
B where those mtes arc set forth,

5l Rate GS-T Reduction in delivenv charses.

52 Fote GS.T Access to Storaqe Service section added.

57 Page lntentionally Left Blanlc Iormerlv Rate ST

58 Paee Intentionallv Left Blank Formedv Rats ST

59 Paee Intentionallv Loft Blank Formerly Rate ST-SW

62 RiderB Rate Schedule updated to teflect addition of AVC
Cauaciw (harse,

63 RidetB Definidons updahd to include addition of AVC, AVCOU'
NPI mdPIAC.

634 Rider B Language added to reflect application and calculation' for
AVC Capacity Cbarge.

638 RiderB Additional page addod to reflect reconciliation and

tfeatnent of Discount Customers for AVC Capacity
Charse.

PEOqLES NATURAL GAS COMPANYLLC TO gASf4fUCllO.4s
NINTH REVISED PAGE NO.

CANCELLING EIGHTH REVISED PAGE NO.

LtsT oF CHANgES

I

ISSU$D: lanu#y+4r3€13
I

EF FEGTIVE: April-{r2049
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PEOPLES NATURAL GAS COMPANY LLC

I

PROFORMA TO GAS-PA PUC NO.
ORIGINAL PAGE NO.

LIST OE.GHANGES f cont.)

I ncrea se

Pres e nt Propos ed as e)

Ease Rate Ease Rate

Rate RS s3.6560

Rate SGS

Commercla I S2.6s71 Sz.rsgg (So,soszl

I ndu strl a I Sz,zoss $r.7623 ., . ($-9'99??l

Rate MGS

Comme rcla I $2,5210 52.1904

lndus trla I s1.8549 s1.5243

Rate LGS

Commerclal Sz,3s13 -($Q.op_ti
lndustrlal s1,8s4e $r,zsss ($o,q9tU,

Rate Gs-T

Resldentlal s3.6s60 gs.tosz ($o.soor;

SGS Commerclal&N60C 52.697t $2.1939 ($o'sorzl

SGS lndustrlal & NGDC s2.26ss $1,7623 $q,il_qa

MGS Commerclal & NGDC s2.s210 s2,1904 (s0.3306)

MGS Industrlal & NGDC s1.8s49 $1,s243 (s0.3306)

LGS Commerclal & NGDC s2,4909 s2.3913 .._($p,g_,e_q.gj

LGS Industrlal & NGDC s1.8s49 s1,7ss3 ($o.ose6)

Rl der I - AVC Ca pa clty Cha rge

Res lde n tla I s s o,so53 ) 0,5053

565 - Commerclal s $ o,sosz ) 0.5032

scs - lndustrlal $ 0.s032 s 0.5032

MGS - Commerclal s $ o.ssoe S 0.3306

MGS - lndustrlal s S 0,3306 $ 0,3306

LGS - Commercla I s $ 0,0es6 s 0.0996

LGS - lndustrlal s 0.oee6 s 0.0996



PEOPLES NATUML GAS @MPA'{Y, I.LC

Rlder G Rider H

GPC Rarecredit Ra8ercred'rt

PROFORM{ TO GAS!.PA ruC NO. II5

EGI{ITI REVISED PAGE NO. 3

CANCEIIJ!rc sA/ENfiH RNdSED PAGiE NO. 3

RiderJ Bill Dispbry

TotalRate

RiderB-Gascost

Capadty AvCCapaoty GCA Commodrty

Base Rate

ChartE

RiderA

SrAS

Rider E

MFC

frder F

u5R

t10)(e)(8)14(s)(4)F)(1) (5)

4-2%
(11) (t2=SUM 1to 11)

:24500

Residential sal€f

Ils500 (15c[n)

s 0.4932 s os063 S o,o17s 1rt770

Curtomer Charge

Capecity

PTc-Commodrty charEE

Delivery Char8e

SEte Tax Surdrarge

Total per MCF

S (0.3049) S 44330 s 0.1466 0s0 4.w7
C ta49 I 02543 (01279 I (0.rr04 s 3.!49

s (0.00591 (0.0069)

s 0.1411 85202

CrmmercialSGs

u.ffi (1.rmol E.W

customerCharge

0 to 499 MCF/Yr

50o to 999 MCF/Yr

Apacity
PTC-Commodity ChaEe

Derrvery ChaEe

sBte Tax SurchaGe

Total per MCF

s 0.4792 s o5032 s 0.ooB7 09851

s (o3o4s) s 443:10 s o.Gta 42499

s (o.m48l {0s48)
s 0.035s 7.2900

lndust'ralscs'

s 20.m00 s (1,:0q s 18.88m

customer charge

0 to 499 MCF/Yr

s00to 999 MCF/Vr

CapacitY

s 27Sm {1J200) 25A800

s 0.4s2 s 0s032 S oso38 ilrco2
5 (o3(X{,) S 4.4:130 s o.(B1a 0!900 42499PTGCommodity Charge

Oefrrteryqlf
State Td SutdErge

:-76?:t {0.1{04) s 1.6219

s (0-0G1s) (0ro:i9)

TGI o€r MCF s 0.03s5 6€581

29.600050.$00 (20.4000)

s 27.m00 (3141001 4559m

O:stomer CharEp

l"@0 to ?,4.q9 MG/Yr

2500to24,999 MCF/Yr

capadty

PTG Commodity ChaEe

Delivery Chaqp

Sbte Ta( Surdlarge

Total per McF

T'o

x
m

(o.0atal

ISST'ED:

s (0_004{!}

s 0.c155

EFFECTTVE:

Tn?!,O



PEOPT€S I{ATURAL GAS COMPAT{Y, ll.c PROFORI''A TO GAS-PA ruC NO. 45

ORIGINALPAGE No- 3A

Base Rate

Capacity Avccapaclty GCA Commodity Charfs
RiderA

srAs

Rider E

MFC

Riier F

lJSR

Rider c
GPC

Rider H

Rate Credit

RiderJ

Rasercledrt

BillD'6phy

Total Rate

tr 1l(10,(s)t8)m(6)(5)(31(a($ (r2=5UM 1to 11)

Indusrrial MGS

s r3L4100)

Glsbmer ChartF

1,000 to 2,/199 McF/Yr

400to 24P99IvCF/Yr

Capacrty

PTC- Commod'r'ly Cha rge

DeliverycharEB

Srate Tar Surchergp

Total per MCF

S 0.4932 $ o.33oc 5 0J038

s (0.304s1 s 4.43?O s 0-cE]18

{0.@55t s (0.1€41 s
5 (ooo3+)

s 0.03s6

ComnscialLGS

s 443.0000 s t280.7s001 1e.2s00
S 54s.oooo 199.6000

S 125-oooo ' s L215.oo{n

$ p3!0oo s (5@.s7ol s 290.4300

cllstonEr ChaEe

25,000toa9,999 vEFAr

50.000 to 99P99 lvlcF.tYr

100,@0 to 1lt9p99 MCF/Yr

Orer 200,C00 I\lCFlYr

capaaity

PTC- Comrnodrty Charge

De[veryCharBe

sGteTax&rdrargp

Total oerMCF

I 04e32 5 s 0.m38

S (o304s) $ ++rso s o@18 S o.@oo

s 2.3e13 $ (0.07e4) $ toraasl I 2.L674

5 (0o0s3)

s 0.0356 7.0086

Industrial LGS

5 443!ooo 9 {2go.7sool g rez-zsoo

s s4so000 s (34s.4o0o1 s l99,5m0

S 1,144!ooo S (zs.olool 418.99q)

S 2,oo9.oooo s z@9.0m0

Customer Charge

25,000to49899 IvG/Yr
5o.0mto99p99 IVICF/Tr

lm,qx)to 199p99 MCF,rYr

Over 200,000 McF/Vr

CapaCity

PIC- Commodw Charge

Delivery Charge

State Tax SurdrargF

Total perMCF

s 0.4932 $ 0.0995 s a0038

s (o-304e) s s 0.0318

!tEo3g
x
rfl

42499

l_s355

-r

(0.ocls

634
EFFECTIT/E

!
t
ss 0.0355



PEOPIfS NJITURAT 6A5 q}MPANT, t C PROFORMA TO GAS_PA PUCNO.45

EI6HT}I RNflsED PAGE NO,4

CANCEI,UNG SN'ENTH RNflSED PAGE NO. 4

Ease Rate

Charges

Rider A

srA6

Rider E

MFC

Pu:der F

usR

Rider H

mCredit
RiderJ

Rager Credrt

BillDisplay

Total Rate

Rider I
Capacity AVC Gpacity

(8)tzl(5)(s)(4)(3)(1) (a
-o'22%

(e) (IFSUM 1to9l
Rate GgTResidential

(LsOOO)

s 0_4s32 $ 05063

CustomerCharge

Capacity (tncludes AVC C"pacity)

Delivery Charge

State Tax SurdErge

Total per MCF

S aze+s (o-127s) s (o14oa s

Rate G$TCommercial SGS

14.8800 (L12oo)

27-0oOO {:-12OOl

Customer Charge

O to 499 MCF/Yr

sooto 999 MCFAr

7/ Capa;Wl99&A(tncludes AVC Capacity)

Delivery Charge

State Tax Surdrarge

Total per MCF

0.0037 S 0.47s2 $ 0.5032

(o-13s0 s
s (o.oo48) s (ooo4s)

S 3.0401

Rete G9T lndustrial SGS

s (l-1200)

s (l_120o)

Customer ChaGe

0 to tt99 MCF/Yr

500 to 999 MCF^r

7/ c;ipaNlee&^
Delivery Charge

St3teTaxsurdErge

Total per MCF

o-so32 s 0.G47 o.5379

L7623 (o-rcoc1 5

s (o.0o3s) s (oGs)
21559

Rate GS-T comm erc'ta1 MGS

GrstomerCharge

LO0Oto e/199 MCF/Yr

aSffito24,99/9Mclryt
t2O.4OoO) 29.6(pO

(31.4100) 4ss9@

o3Elo5 s o16147/ c,paoltllBs&A

Defnery Charge

State Tax Suftfiarge

(0-1'r4s) s 1-95)3

Total per MCF

Copaciity apPli$ to PrtorW 7 tutqayen when electing tu$pott seflice. Nl other Ratep4 ],ent arc billd the BB&A dzorga

For purpseof thisschedule, Capacity has been defoutEd for R5identia! and sGsousb|mers and BB&A hos been defauhed

forMGSond L6,5dases.

ISSUED:

L4ts7t
7/

EFFECT|VE



PEOP1€S IIIATURAI 6A5 COMPAhIY, IIJC PROFORMATO GAS-PA PUC NO.45

ORIGINAL PAGE NO. 4A

Base Rate RiderA tEderE KderF mder B

Charses STAS Mrc USR Capacity AVC Capacity

cl,pacjtryl

BB&A

Rider H

Rate Credit

RiderJ

Ra8er Credrt

Bill Display

Total Rate

(8)t7)(6)(5)(4)(3)(21(1) (e) (lodrM 1to9,

29-6ocn

Rate GS-T lnduslrial MGs

50-ooo0 (20.4ooo)

T7-Offi (31-4100) 4559@

G$tomer Charge

loooto 2499 MCF/Yr

asooto2499s MCFAr

U Gpacity/BB&A

D€nvery Charge

State Tax Surchar€te

Tol'jperMcF

03305 S O.W7 03653

1-52113 s (o.oss5) s (o.1,|t)4! S 12883

$ (0-0034) s (om34l

Rate GgTCommercial LGS

s 443-OOOO s e8o.7soo) 16:2.2500

s 545.0000 s (345.40@) 199-6000

$ 7s3.o0oo s (so57oo) 290.4:300

Customer Charge

5pooto49,999 MCFAT

So,OOOto 99,999 MCF/Yf

1oO,0OO to 199,999 MCFAr

Orer 2DO,00O MCF/Yr

7/ c-apaetyleB&A

Delivery Charge

State Tax Surcharge

Total per MCF

s 1,215.0000 $ :"zrs.oooo

0.0996 5 0.1514

(0.0794) s (o.144S) s

s (o.oo53) (o.oos3)

s

Rate Gs-Tlndustrial !65

S 443.oooo S {28oi6oo) 762.8n
s s45.0000 S (34s.4oool 1lr9.6mo

s r-lt4.oooo s |/25-0100) 418.9900

Customer Charge

5,00oto49,999 MG/Yr

so,oooto 99899 MCF/Yr

1OO,0OO tD 139,999 MCFAr

Over 20O,O0O MCFAr

7/ capacftvlee&A

Ddiverrrcharge

SlateTax SurchaGe

s aoog.ocrq) 2,009.0m0

0.0996 s O.W7 o.t:143

s (o.o7e4) s (o14o4) 5 ]-s35s

s p.oo:re) s (o.oo3s)

Total per MCF

U CoWcfrty oWfi6 to Priorlty 7 rctepdyeB when elecfrng tansptt service- A!! other RaEpayerc ore bilted the BB&A chorge

Ft purp66 otthis *hedule. copdcity hos been defoutbdJorRaidendol andSGS customers ond BB&Ahos been d4aulted

for MGS ond LGS closses.

lsstjEB

o
(r!
5

EFFECTIVE
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PEOfLES NATURAL GAS COMPANY LLC O GAS-PA PUC NO.45
ORIGINAL PAGE NO.lO

RATES AVAILABLE UNDER THIS TARIFF

Rate RS - ResidentialServiqe
This rate is avallable to residentlal ratepayers throughput the tenitory served by the Company.

Rate CAP,
This is available to resldentlal ratepayers who meet the criterla as detalled In thls Rate Schedule,

Rate $GS - SmallGeneralServlce- {e}
ffirctitano|ndush|a|ratepayersandNGDCsconsuminglessthan1,000Mcfofnatura|gas
servi66 annually throughout the tenitory served by the'C6mpany wlth the exceptlon of commercial ratepayers quallfylng

under Rate NGPV.

Rate illlGS - Medlum-GeneralS,erviE - tG)
|ndustria|ratepayersandNGDCsconsumlngbetween1,000and24,999Mcfof

natural gas service annually throughout the terrltory seryed by the Company witr the exception of commercial ratepayers
qualifylng under Rate NGPV,

Rate IGS - Larqe GeneJal Service .. (G}

ndindustrla|ratepayersandNGDC'sconsumingmorethan25,000Mcfannua||y-
,throughout the terrltory served by the Company wlth tde bxceptlon of commerclal ratepayers qualifying under Rate NGPV'

Rate GER:,Competltive Enerqv Rate
roughouttheterritoryservedbytheCompanywho,inthedeterminat|onofthe

Company, meet the criterla set forth under Rate Schedule CER.

Rate GS-T - Generat Servlce Transportatlon {e}
s|dent|a|,commerc|a|,|ndustr|a|,andNGDcratepayets.Commercia|,

Industrial, and NGDC ratdpayers that consume less than 1,000 Mcf per year are classifled as Small General Servlce

ratepayeis under thls tarifi. Commerclal, Industrlal, and NGDC ratepaydrs that consume between 1,000 and 24,999 Mcf per

yeai aie classlfied as Medium General Service ratepayers under thls tarlff, Commerclal, industrial, and NGDC ratepayers

lhat consume more more than 25,000 Mcf pgr year are ilassified as Large General Servlce ratepayers under this hrlff,

Rate 69-sB - Generalstandbv Service (G)

This rate offers standby service for residentlal, commercial, and industrlal transportatlon ratepayers.

Rate NGPV
Thls rate offers servlce for natural gas powered vehlcles.

lSs U$D : SaptesbeF2g+0+3 EF F E CT ME : ge+egerlr+g+Z
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PEOfLES NATURAL GAS COMPANY LLG q,RoFoRMASUPPIEI4EN+No# TO GAS-PA PUC NO. 45
ORIGINAL PAGE NO.27

RULES ANp REGULATIONS

17. PRIORTTY OF SERVICE AND GURTATLMENT FOR RETAIL RATEPAYERS (coNtiNUEd)

The definltions for terms used in the priorlty of servlce categories shall be shown in Appendix A hereto'

Gas Shortqoe Curtailment Related to Lonq-Term Supplies

When, in the Gompany's judgment, its supply of gas ls Insufflclent to meet the full requlrements of allthe Company's

rbtepayers on a cdntinuing bisls, or when c6ntlnued delivery of gas would prevent the inJection of gas Into th+ _.

4€mp€ny+.storage peet+for the protection of subsequent winteis'supplies, the Company may require'each (C)

ratepayer to restrlct hls monthly consumpt'lbn to a volume authorized by the Gompany,

A gas shortage curtailment shall be made only after a minimum 96-hour wrltten notice to tfre ratepayer given by certified

mill and spe|tfytng it$ authorized monthly consur4ption to which such curtailment applles- The Company wlll authorize

monthly cdnsui,rption levels from the Corirpany'p silpplies only to ratepayers then cunently purchaslng commodity or

standby service irom the Company, Ratefayers that'acquire iheir own gas supplies and that do not purchase standby

servicewill be entitled to consume only thb volumes they have dellvered to the Gompany, less any gas that the

Company ls authorlzed to selze for consumptlon by other ratepayers.

lf a ratepayer exceeds its authorized consumptlon during a period of gas shortage curtailment, then the ratepayer shall

be subject to penalties as set forth under thls Rule 17.

Actual consumptlon in any month In excess of the volume authorized in the notice of gas shortage curtailment.sha.ll

operate to redtjce the volume authorized for the second succeeding month by the amount of suclr excess; durlng the

fii$t month follouing the month of excess consumptlon a ratepayerhay use l-ess than the volume authorized for that

month and recelvei credit up to but not exceeding he amount bf such reduction, to be applied to the reduced volume

authorlzed for the second month,

|SSU$D: Septemg€r+8i-29{+ EFFEGTIVE: eeeger4'.2o4?
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PEOfLES NATURAL GAS COMPANY LLC WTOGAS-PAPUCNO.45
ORIGINAL PAGE NO.3I

B,ULES AND REGULATIONS

18. SALES OF GAS FORRESALE

All gas sales to resldentlal ratepayers are to the ultlmate purchaser and are not to be resold for profit,

SPECIAL RULES APPLICABLE TO ALTOONA
AND JOHNSTOWN AND VICINITY (RUIES 19 ANd 20)

19. CONNECTION FOR SERVICE

ln the city of Altoona, Blair Gounty, and tho city of Johnstown, boroughs of Ferndale, Westmont, Lorain, Dale,

Southmont, and townshlps of Lower Yoder, Upper Yoder, and Stony creek, and vicinity In Cambria County, and not
elsewhere, the followlng rule has been adopted and is appllcable in place of Rule 4 above: The meter and all plpes,

fittlngs, anil stop cockslurnished by the Company on the.premlses shall rernain the property of the Company whlch shall

have the free right and privllege of ingress and elress at all reasonable tlmes, to lay, malntain, Inspect, operate, repair,

andfina||yrecJaimitspropertyandforread|ngandchangeofmeters.

20. lsMpwASTE
In the city of Alloona, Blair County, and the city of Johnstown, boroughs of Ferndale, Westmont, Lorain, Dale,

Southmont, and townshlps of Lorirer Yoder, Ufper Yoder, and Stonyireek, and vicini$ In Cambria County, and not

elsewhere, the follolying'rule has been adoptdd and ls applicable In.place of Rule 7 above: The ratepaydr sh.all use all

due care t6 prevent'w'aite of gas. lt ls the iesponsibility'dt tne ratepbyer to exerdlse all due care In the detection of
leaks and d6fects in the serviie plpes, meter, iittings, and stop cocks on the ratepayer's premises and in case of failure

or deficiency of gas, leakage, excess pressure, or bther dangerous developments incident to the handling of gas, the

ratepayer ailreei to give lmmedlate notlce thereof to the Company at its office and to take the necessary precaution to
preveni expiodon and flre, and the falluro of the ratepayer to do so, should loss or injury follow, shall be evidence of the
ratepayer's negligence and shall relieve the Company from liability for such loss or injury,

21. OFDER9F GAS DELIVERIES THROUGH THE MFTER FOR BILLING PURPOqES . (C)

For purposris of billing more than one type of service provlded by the Company to a iatepayer through one meter, the

following order of application of rates shall be used:

a. Rate GS-T €)

b. Firm Retail or Standby

c. Rate CER

nete4l*Rate ST SW

22. OPERATIONAL FLOWORDERS.

To the extent the Company issuos an operational flow order (OFO) pursuant to Rule 4 of its Supplier Tariff, a

transportation ratepayer shallcomply (or direct its NGS to comply) with the same OFO condltions, includlng the penalty
provisions, outlinei In the Compariyls bupplier Taritf Rule +, Th6 Company may waive the penalties applicable under

the Company's Supplier Tariff Rule 4, for transportation ratepayers.

ISSU*D; SeptemgeF2#044 EFFECTIVE: eeteber4r*ga3
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PEo4-EsNATURALGAscoMPANYLLcWToGAs-|{|v9||9.45
ORIGINAL PAGE NO.36

RATE RS
RESTDENTIAL SERVICE

AVATLABILITY

This rate is available to residential ratepayers (other than those that the Company Qetermines shall acquire..s€rvice under

Rate GS,SB) located throughout the teiritbry d.escribed in the "Descrlption of Teriitory" in thls tariff and shall be applied to

consumption for each month determined in accordance with Rule 10.

This mte wlll be used for provislon of suppller of last resort servlce to residential ratepayers,

' RATETABLE

I Customer Charge per meter per month $13.95 tl)

'l oetivery Charge per Mcf $3,6569992 (tD)

ISSU$D: Seetemge++Sraea'2 ' EFFECTIVE: eeteber 11 2012

The cunently effective gas cost charges under Rider B and all charges under other applicable tariff riders are (C)

set forth on the Summary of Rates located on Page No. 3 of this tariff.

M|!{IMUM MONTHLY BrLt,
The mtnirrutm montfrty nitt per meter shall be the customer charge per ratepayef per month. ln the event of an emergency

curtailment in tho dellvery bt gas by the Gompany to a rratepayei pursuant to Rulo 17, or complete or partial.suspension of
operation by the ratepay6r due to fire, flood, expl-osion, or oth-er similar acts bf God, the mlnlmum monthly bill may be

reduced in llrect proioition to the ratio of the number of days of curtailed servlce or iomplete or substantial suspension of
operatlon to the number of days in the billing perlod.

SURCHARGES
All applicable rlders to this tariff,

LATE.PAYMENT CHARGE
@0percentpermonthwi||bemadeforfai|uretomake.paymentinfu||,fora||chargesbi|ledbythe
Compdny, withln five days aftei the dud date shown on the bill. Thls charge is to be calculated on the overdue portion of the

blll, excluding any unpald late-payment charges,

RULES ANp REGULATIONS.

@uhtions|neffectfromtimetotime,wherenotinconsistentwithanyspec|f|cprov|slonhereof,
are a part of thls rate schedule,

WAIVER
Thffipany reserves the right to walve the customer charge per meter for additional meters. An example of when such

waiver miy otcur ls when thJ0ompany determines that such meters have been installed prlnclpally and prlmarlly for the

Company's convenience and not due to the ratepayer's load characteristics,
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PEodLEsNATURALGAsGoMPANYLLcW'3f,3i*i}l3Eil3:i3

RATE scs (c)
SMALL GENERAL SEBVICE

AVAILABILITY

Thls rfrte is avallable to commerclal, industrlal, and NGDC ratepayers consumlng less.than 1,000 Mcf annually (other (G)

than those that the Company determines shall acquire service under Rate GS-SB or those that use natural gas as a motor

vehicle fuel), located thr6ughout the territory desciibed In the "Desoription of Territory" In this tariff and shall be applied to

consumption for each month determined in accordance with Rule 10.

This rate will be used for proviiion of suppller of last resort service to all commerclal, indushial and NGDC ratepayers.

RATE TABLE

Customer Charge per met6r per month:

, For Gommerclalratepayers with annualconsumption less than

| 500 Mcf $14,88 (|}

For Indushial ratepayers with annualconsumption less than
500 Mcf

For ratepayers with annualconsumption equal to or
greater than 500 Mcf but less than 1,000 Mcf

Dellvery Charge per Mcf - Commercial Ratepayers

Delivery Charge per Mcf - lndustrial Ratepayers

$20.00

$27.00

$2.6974193s

wJs6E1,76&

{D}

eemmttlt+U{B}

(tD)

(D)

I fne currently effective gas cost charges under Rlder B and all charges under other applicable tarlff riders are (€)
set forth on the Summary of Rates on page No. 3 of thls tariff.

MARKET BASED COMMODITY CHABGE ADJUSTMENT (GCAI

This adjustment will be appl6able to Non-Priority One raiepayers that previously had been.receiving. tra.nsportation servica

from th6 Company for at ieast twelve consecutive months ini transler's to servlce under this rate schedule, Once applled,

. the CCA wlll be abpilcabte for twelve consecutive months of service under this rate schedule. The Gas Cost Adjustment

Charge shall not be applicable lf the CCA ls being charged,

The GCA shall be determined ronihty and shall equal the difference between the Company's city gate price and the

currenfly effective commodity charge irnder thls ratb schedule, The CCA shall never be less than zero, The company's clty

gate priie shall be based on'the firit of tne month Dominion Transmisslon Inc. Appalachia Index price as. published in /nsde

FEnC's Gas Market Reporf plus applicable Domlnion Transmibsion; Inc. transportatlon charges and retainage,

ISSU4D : September+Srso+ll EFFECTIVE: ee+ob€r#e4*
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RATE MGS (C}

MEDIUM GENERAL SERVICE
AVAILABILITY

Thls r{te is available to commerclal, industrial, and NGDC ratepayers consuming between 1,0_00 and 24,999 Mcf {9
annually (other than those that the Gompany determines shali acquire service under Rate GS-SB or those that use natural

gas as a-niotor vehlcle fuel), located through6ut the terrltory descriSed in the "Descrlption of Territory" in this tariff, and shall

be applied to consumption for each month determined in accordance with Rule 10.

The Clompany shall determlne the annual consumptlon of each MGS ratepayer in order to assess the appropriate (G) 
_

custorirercharge. This rate will be used for provlsion of suppller of last resort service to commerclal, Industrlal, and NGDC

ratepayers.
RATE TABLE' Customer Charges:
For cdmmercial and NGDC ratepayers with annual
consumption equal to or
greater than 1,000 Mcf but less than 2,500 Mcf, the charge per
meter per month is

I month $5o,oo fl)

For commerclal ratepayers with annual consumption equal to or
greater than 2,500 Mcf but less than 25,000 Mcf the charge, per
per meter per month ls

I month $77.00 {t}

For indushial ratepayers with annual consumption equal to or

, greater than 1,000 Mcf but less than 2,500 Mcf, the charge, per

I iatepayer per month is $5o,oo (D)

For industrial ratepayers wlth annual consumption equal to or

, greater than 2,500 Mcf but less than 25,000 Mcf, the charge per

I p.r ratepayer per month $77,00 {+}

I Delivery Charge per Mcf - Commercial Ratepayers $2.5g+gl-@4, (D)

I Dellvery Charge per Mcf - Industrlal Ratepayers $1.854994 (lD)

I ffre currently effective gas.cost charges under Rider B and all charges under other applicable tariff rlders are (G)

set forth on the Summary of Rates located on Page No. 3 of this tarlff'

MARKET BASED COMMODITY CHARGE ADJUSTMENT (CCA)

oner.aiepayeisthatprev|ous|yhadbeenreoeivingtransportatlonserv|ca
from th6 Qompany for at'ldast twelve consecutive months anil hansfers to service under this rate schedule. Once applied,

the CCA will be aiplicable for twelve consecutive months of servlce under this rate schedule, The Gas Cost AdJustment

Char$e shall not be applicable lf the GGA ls belng charged,

The CCA shall be determined monthly and shall equal the difference between the Company's clty gate price and the

cunently effectlve commodlty charge under this rate.schedule, The CCA shall never be less than zero, The Compa.ny's city

gate prile,shall,be.based on'the firit of the month Dominlon Transmlssion lnc. Appalachia Index price as published in /nstdo

FgnCt Gas Markot Roporf plus applioable Dominion Transmisslon, Inc. transportatlon charges and retalnage,

1sSU*D: SeptemUer*SrAoag EFFECTIVE: Oe*eb€##O+3
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PEOdLES NATURAL GAS COMPANY LLC @TOGAS-PAPUGNO.45
ORIGINAL PAGE NO.44

RATE LGS
LARGE GENEML SERVIGE {c)

AVAILABILITY
This rdteis .dvailable to commerclal, industrlal, and NGDC ratepayers consuming greater than 25,000 Mcf annually (other

than those that the Company determlnes shall acqulre service uniler Rate GS-SB or those that use natural.gas as a.motor

vehicle fuel), located thr6ughout the tenltory desciibed In the "Description of Territory" In thls tariff, and shall be applied to

consumption for each month determlned in accordance with Rule 10.

The Company shall determine the annual consumptlon of each LGS ratepayer In order to assess the applqpr-t{e customer

charge. tnis rate wlll be used for provislon of supilier of last resort servibeio commerclal, industrial, and NGDC ratepayers.

RATE TABLE
Commercial Ratepayprs: Customer Charqe per meter per

montbl

For ratepayers wlth annual consumptlon equal to or
greater than 25,000 Mcf but less than 50,000 Mcf $443'00

For ratepayers wfth annual consumption equal to or
grealer than 50,000 Mcf but less than 100,000 Mcf

For rptepayers with annual consumptlon equal to or greater
than h 00,000 Mcf but less than 200,000 Mcf

For ratepayers wlth annual consumption equal to or
greater than 200,000 Mcf

Delir/ery Charge per Mcf

Industrial Ratepayers: Customer Charge per ratepayer per

month

For ratepayers wlth annual consumption equal to or greater
than 25,000 Mcf but less than 50,000 Mcf

For ratepayers with annual consumptlon equal to or greater
than 50,000 Mcf but less than 100,000 Mcf

For ratepayers with annual consumptlon equal to or greater
than 100,000 Mcf by less than 200,000 Mcf

For ratepayers with annual consumption equal to or greater
than 200,000 Mcf

DelNlery Charge per Mcf

$545.00

$793.00

$1,215.00

$2.4s0s3913

$443.00

$545,00

$1,144.00

$2,009.00

$1,86,19255.9

(|}

(|}

({}

(D)

(ra)

The currently effective gas cost charges under Rider B and all charges under other applicable tarlff riders are set forth on

'the Summary of Rates located on Page No. 3 of this tarlff.

IIIARKET BASEP COMMOpITY CHARGE ADJUSTMENT (CCAI
atprev|ous|yhadbeen.receivingtransportationserv|ce

from th6 Company for at idast twelve consecutMe months bnd transfer's to servlce under thls rate schedule. once applied,

the CCA will de aFpficable for twelve consecutlve months of servlce under thls rate schedule. The Gas Cost Adjustment

Charge shall not be applicable if the CCA is being charged.

The CCA shall be determined monthly and shall equal the difference between the Company's city gate price and the

currenfly effectlve commodity charge under this rat'e schedule. The CCA shall never be less than zero. The Compeny's city

gate pri6e shall be based on'the nrst of tne month Domlnlon Transmission Inc. Appalachia Index price as publ.lshed in /nside

FfnCS Gas Market Report plus applicable Domlnion Transmlssion, Inc. transportation charges and retalnage.

isSU*O: Sep+embe*ihe0+? EFFECTIVE: ge+ege++r+gl+
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PEOflLES NATURAL GAS COMPANY LLC WTOGAS-PAPUGNO.45
ORIGINAL PAGE NO.46

e e r.r e nru s e n$fllF- ?ifrl s p o nrerr o ru

,AVAILABILITY

This servlce is available to provlde for the delivery of transportatlon volumes to resldentlal, commercial, (other than those that

use n{tur,at gas aJ a motor vehicle fuol), Industrlal, and naiural gas dlstribution company ratepayers regulated.by the {€}
Commlssion. priority-one customers (is defined in Rulb 17), must purchaso standby servlce in accordance with the terms

dnd condltions of GS-SB.

RULES AND DELIVERY TERMS.

(1) The enlty to whom the Company dellvers the transported gas shall be considered the natepayer under thls rate

schedule. The ratepayer is respbnslble for paying the Company's bill unless the Company agrees to recelve

paymont from a third party.

(Zl Any ratepayer consumlng less than 500 Mcf per yearwho wlshes to acquire transportation service qaydo so as

loni as tire'ratepayer agiees to collectivey pbol iupplles for balancing purposes..on.the Compan/s System,'in order

to riake provislin bt transportatlon servlod to these small consumers administrativoly feasiblo.

(g) A single-entity ratepayer is a ratepayer with multiple meters and/or multlple locatlons wlthln the Company's.servlco

territo-ry wn6fr, in the iole determ'indtion of the Cimpany, shall be recoghized as one ratepayer for.admlnistrative

purpos'es. Any retail or standby servico shall be bill;d al lf an equal amount of gas passed through each meter of

ihe'slngle-en1iy mtepayer each month, Only one billwill be issued each month to a slngle'entity ratepayer. ..

(4) The ratepayer will pay for any investmont costs required to reelve the ratepayer's.gas into the Company's system at

agreed-ripdn kansiloitation gias recelpt points: Thd Company will own and maintain each natural gas connection's

tapping tee or pipe and valve.

(S) A Transportation Agreement, as prepared by.the Company, must be executed by the ratepaye(s) with compotitive

alternatives to whoilr Rate Gb-T is made aviitaOte at liss ihan maximum rate. This Agreemont shall bo for a

minimum term of one year, unless the Company agrees otherwise. This Agreement may set forth the maximum

dally volumes that may be transported and other negotiated conditions of servlco.

(6) This service will be provided by the Company only lf the ratepayor provides gas.of reasonable quality to the

Company, The volumes, presiures, and rec'eipt boints wtll be igreed upg.n by th.e_qlarties in advance and set forth in

. the fr,aniportaiton nlreement or ln ihe Company's pooling agreemont with the NGS provldlng gas supply servlco to

the ratepayer

(7) Unless otherwise ajreed, the ratepayer ls responsible for all arrangements requlred to acqulre and to deliver the

ratepayer's'gas to the recelpt polnts set forth in tho Transportatlon Agreoment,

(B) On those days when tho transporhtion gas of an indlvldual Industrlat ratepayer who uses at least 50,000 Mcf '(C)

annually ls n'ot recelved into the Compaiy's system at its nominated level, or if the sald transportation ratepayer has

failed to arrange for deliverles to be mad6 Intd the Company's systen on lts beh.alf, and the Company determines

that lt may not-be qble to sagsfy atl the demands of its firm ietaiiand transportation ratepayers without exceeding lts

plpeline contract level, then the Gompany may declare an "upset day."

On an upsot day, those ratepayers described in thls subparagraph No. 8, whose transportation volumes are not

recelved at all or'at the nominaied level into the Company's system shall be restricted to the following consumption

levels:

1) Transportation gas volumes recelved by the Company on the ratepayer's behalf on that day;

. 2\ ganked volumel from the ratepaye/s most recent bllling statement dlvided by the number of days in

the month;

I gt g.S pur.ini of the gas volumes rocelved by the Company, on the ratepayer's behalf that day,-

I repiesenting advaiced gas; and ' 
= = . , 

(91 
.

|SSU{D: s€ptembe++g+0+t EFFEGTIVE: eeteg€}#043
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PEOflLES NATURAL GAS COMPANY LLC

RATE GS.T
gENERAL SERVICF - TRANSPORTATION

RULES AND DELIVERY TERMS (Conrinued)

(1 0)

(1 1)

WTOGAS-PAPUCNO.45
FIRST REVISED PAGE NO.47

CANCELLING ORIGINAL PAGE NO.47

(c)

(e)

(12)

. cosUbenefitanalysis:
ISSU+D: Septemge+f+.90a9 EFFECTIVE: getege+4raQae

4---+tersge+ohrnee-frem+he-raiepayer+-most-r€€eet-biiling-6 ded+y+he+umbaFof-{gl

64 All standby.volumes contracted for the month by the ratepayer. (C)

Transportatlon ratepayers whose nomlnated daily volume are recelved In whole by the Company shall not be

affected by the provisions ln this subparagraph No. 8.

At least slx hours prlor to the beglnnlng of an "upset day," the utllity will provlde notlce to any one of three persons

deslgnated by the ratepayer. Afler contact ls attempted by the Company wilh the three persons deslgnated by the

ratepayer, the Company will be deemed to hava satisfied its notlce obligations.

Unless otherwise agreed under paragraph (17) below, the Company wlll arrange lts utlllzation of available capaclty
by endeavoring to fairly accommodate, to the extent practicable, the interests of lts retail and transportatlon
ratepay6rs,

. a, Available System Capacity for Transportatlon Service: Capacity for the transportation of ratepayer'
owned g'as is available on'the Company's system to the sama extent as capacity is available for the

, general-system supplles that the Company acqulres for its retail ratepayers, except where' 
op.ratlon'alconstraints may.require otheniise. Those operationalconstraints can.iriclude the.safety
of persons or property and-the dlsplacament of locally produced or purchased retall gas suppljgg

an+i+end*iens-req{$Fe,ffi, (C.)

b, Aotual Unavallablllty of or Restrictlons on Capacity: In the event that capacity on the Company's
system either ls unavailable for the transportation of ratepayer-owned gas or is avallabla but
restricted, the Company will provide lts transportation ratepayer or the ratepaye/s designated
representative with a wiltten explanation of why capaoity ls unavallable or restrlcted and the steps
examined by the Company to allevlate the unavallability or rastrictlon. Where capacity is restricted,

the Compariy wlll alloiate capacity to lts transportatlon ratepayers without regard to the sources of
the ratepayers' natural gas supplles.

c, Antlcipated Unavailabillty of or Restrlctions on Capacity: Whenever the Company antlclpates that.an
extraordinary aclivity or occurrence will make capacity either unavailable or available but restrlcted,
the Company wlll provide written notloe to Pennsylvania producers, as early as posslble,.of the
speciflc iortions oi the Company's system on whlch capaclty may be unavallable or avallable but
reshlcted and of the length of time that the, unavailabilitf or restriction llkely will last.

As soon as practical after the ratepayer learns of any disruption or interruption in lts supply of gas, the ratepayer shall

notlfy the Company.

The measurements at the point of receipt and dellvery shall be the responsibllity of the Company. All quantities of
gas recelved, transported,'and delivereil shall be expiessed In terms of "Mcf." lf the ratapayer's gas ls received by

the Company In Btus, the Company will divlde the number of Btus by 1.030, or such other factor as the Company
may determine approprlate, to determine the Mcf of gas received by the Company for transportatlon.

The Company shall retaln€S 5,0 percent of the total volume of gas recelved into lts systein on behalf of GI ^
residentlal-and commercial ratepayers and€S:l-l percent of the totalvolume of gas received into lts system (0)
on behalf of the industriat ratepay6r as gas used in Gompany operatlons and for'Unaccounted-for gas -under

Transportation Agroements that have been or are entered lnto pursuant to thls rate, except in the followlng
circumstances, where the Company may exorcise its dlscretlon to walve retalnago In conjunction wlth a posltlve
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eroJr-es NATuRAL cAs coMPANY LLc
I

WTOGAS_PAPUCNO,45
ORIGINAL PAGE NO.48

RATE GS.T
GENFRAL SERVICE TTRANSBORTATION

RULES AND DELIVERY TERMS {Gontinuedl

lf tatepayer can obtain alternate transportation service via dlrect bypass;
lf ratepayer recelves transportation servlce through Company-owned facllities whlch dq not produce

the retainage percentage set forth In thls rate schedule;
lf ratepayer has a competltlve offer from a non-PUC-Jurlsdlctlonal entity;
lf ratepayer can demonstrate economic development or job retention consideratlons are present; or
lf ratepayer has a bona fide competitlve offer from an alternative energy source'

As used in this rate schedule, "alternative energy sourcen shall not include natural gas service from other Natural

Gas Dlstributlon Companies,

Ratepayer-owned locally produced gas reoelved Into the Company's gelherlngpsystem by-th+€empanywill bel9L
availabie as nominated by the 

-ratepayer 

or his agent in the current month. Nominations will be accepted if 
_

determined to be reasondble by the Company, Reconiiliation of the actual volumes delivered to the Company's(C)
system to nominated volumes wlll be made in the first month avallable.

(14) Monthly Balancing Provlqlgns

The Company will bank for one month following the month that the ratepayer's gas ls avallable fir the ratepayer's use,

up to 3,5 perient of the volumes delivered on the ratepayer's behalf (net of the payback of advanced gas). Banked gas

shall precede current deliveries of gas through the ratepayer's meter during the month followlng the banking per!9d'

The Company will balance ratepaye/s dally deliverles with ratepaye/s actual daily consumption during the_month. The

Company wlli advance up to 3.5 percent of the volumes recelved 6n the ratepaye/s behalf in any month. The first gas

recelved on the ratepayer's behalf in the succeeding month wlllbe deemed the payback of advanced gas,

Negative Monthly lmbalance - A negative lmbalance fee will be assessed on consumptlon by the ratepayer in excess of

!asoeliver|esp|usgasadvanced,andanycontractedLC)
for standby seivioe. The negatlve lmbalance vglume will be sold by the Company at a prlce (which will Include the
applicable customer delivery charge and surcharges) including the highest monthly prlce of gas purchased by the

Company, excludlng the vaiue of gas withdrawn from storage, plus thd firm transportatlon charges to brlng th,e gas to

the dompany's syst-em, adJusted fbr shrlnkage on Dominion Transmission, Inc. and the Company and multlplled by the

appllcabie Pilce Multipller iet forth below, Volumes sold by the Company are subJect to applicable taxes. The
Company may waive these restrictions lf its actlons cause ihe ratepayer to exceed the 3,5 percent tolerance level.

Posltlve Monthly lmbalance - lf the ratepayer falls to use at least 96.5 percent of the volumes delivered to the Company'

on ratepayer's dccount In any month, then the Company may buy the gas which has r€malned ln the bank longer than

fhe banklng perlod or In excess of the amount used and banked in the month from the ratepayer, (untess+ne--tgl
,)

The posltlve lmbalance volume wifiU?j purchased by the Company at a price using the lowest monthly price of gas
purchased by the Company, excluding the value of gas withdrawn from storage, plus the flrm hansportation charges to
bring the gas to the Compdny's system, adjusted for shrinkage on Dominion Transmission, lnc, and multiplied by the
applicable Prlce Multlpller set forth below.

Monthry rmbaranqe percentaoe ii33'ill,l,T,i;!i"' F;:['"f,,l,ffiil1*'
Over 3.5% up to and including 10% 1.1 0.9
Over 10% 1.2 0.8

1)
2)

3)
4)

.5)

(13)

ISSU*D: Sep+cmbeF28+0a4 EFFEGTIVE : €€tobsFlrr++?
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PEOflLES NATURAL GAS COMPANY LLC

I

WTOGAS-PAPUCNO.45
FIRST REVISED PAGE NO.49

CANCELLED ORIGINAL PAGE NO,49

RATE GS.T
GENERAL SERVICE . TRANSPORTATION

RULES AND DELIVERY TERMS (GONtINUed)

I A banklng, balancing, and advancing (BB&A) charge will be assessed against each Mcf of
'at$0.l6i4perMcfforcommercialritipayersand$0.0s4TperMcfforlndustrialratepayers. Thisratewlllbe

recalculated ln each of the Gompany's annual 1307(f) gas cost proceedings.

The BB&A charge will not be assessed if (1) the ratepayer ls already paylng the standby charge under Rate

Schedule GS-S[ on the same volumes oi (Z) tt the ratepayer or pool can balance its supply and deliverles on a

dally basls in a manner satisfactory to the Company,

(18) Backup service ls availabl6 to ratepayers under this rate schedule only under Rate G_S-SB, unless the ratepayer
qualifl6e for servlce under Rate GER or unless otherwise agreed under paragraph (17) below.

(16) The Company reserves the rlght, as a condltion of servlce under thls rate schedule, to require any ratepayer

requesting service under thls iate schedule to install and bear the costs of enhanced metering capabillty. The

Coinpany also reserves the right to requlre Installatlon of such meterlng capablllty, at the ratepayer's expense, as a

condltlon of contlnuatlon of service under this rate schedule.

(17) When the ratepayer purchasing servlce under this rate is using natural gas for generating power.or steam for use by

third parties, ritepaybr and the Company shall enter Into a separate (operatlng) agreement by whlch the ratepayer

and tire Company will agree to, amohg other thlngs, set limits on hourly or daily consumption; re--quire provlsion of

notice of ratepay6f s specific plans coicerning Inient to consume natural gas, the volume that will be used, the time

period of whiitr iucn cbnsumi:tlon wlll occur, and when usage will .end; establish criteria for lntenuption of all 
9.r 

part 
-

of ratepayer's planned consumptlon, whether through transfortation or retail servlce; establish penalties for failure of

rratepayei to adhere to agreed-upon usage levels oito interiupt consumption as agreed upol by the parties;.and

agree upon the availability of rethil servlCe, ln negotiatlng the mte for provision of transportation service under Rate

O-S-f wittr a ratepayer usirT g natura! gas to generate powbr or steam, the parties may agree to.establish fixed levels

of mlnimum daily, monthly, br annuaiconsumption for which ratepayer shall pay the negotiated rate regardless of

actual consumptlon.

(1S) The Company will from tlme to time make pipellne capaclty available for release to transportation ratepayers. Each

release transiction will be made ln accordince with and subject to applicable pipeline tariff requirements and

necessary regulatory req uirements.

I SSU $D : September-28r404* EF F EGTIV E : ee+eBer+.i-feq+
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PEOflLES NATURAL GAS GOMPANY LLC WTOGAS-PAPUcNo'45
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(Continued)

$1,215.00

$2,009.00

RATE GS.T
GENERAL SERVIGE - TRANSPORTATION

Customer Gharge per month per meter for Commerclal o[ NGDC ratepayers with annual (l)

@nsumptlon greater than 200,000 Mcf annually.

Customer Charge per month per ratepayer for Industrialratepayers wlth annual consumptlon equal to

or greater than 200,000 Mcf.

Dellverv ,Charge. P.er Mcf - the delivery charge will be negotlated by the Gompany and the ratepayer and expressed In the

Transportation Agreement.

The following is the maximum charge per Mcf for transportatlon servlce:

For Rpsldential Servlce Ratepayers

For S]nall General Service Commercialand NGDC Ratepayers

For Sfnall General Servlce lndustrlal Ratepayets

For tr{edium General Servlce Commercialand NGDC Ratepayers

For Medium General Service Industrlal Ratepayers

For Large General Service Commercial and NGDC Ratepayers with
annudl consumptlon equal to or greater than 25,000 Mcf.

For Large General Servlce Industrlal Ratepayers wlth annual
consrlmption equal or greater to 25,000 Mcf.

$e€5609'149z

$+6e++2,1939

$2*€6€1J023

$?52:1021904

$1-19649l,Edi

$s4s0ea!93

$4.86,0912981

(D)

(8l)

(8r)

(pt)

(D0

(D)

(9+)

The delivery charge will be assessed on all volumes at the time of delivery to the ratepayer, including current

transportatibn,baiked,advanced,andstoragevo|umeswithdraWn@4sL-
transilortation standby charge wlll be applica-ble to all volumes transported under Rate Schedule GS'T for Priority

One ratepayers (refer to Rate
Schedule GS-SB).

The cunently effective gas cost charges under Rider B and all charges under other applicable tarlff rlders are {€)
set forth on the Summary of Rates located on Page No, 3 of thls lariff.

I3TE-PAYMENT GHARGE

@50percentpermonthforresidentia|ratepayerswi||bemadeforfa||uretomakepaymentlnfu||
for all ihdrges bllled iy the Gompany wlttrtn five days after the due datd shown on the bill. A late-payment charge of 2.00
perc{nt pei indushial iatepayer.s'anri 1 ,50 percent fer month for commercial and NGDC ratepayer.s shall be. applied €)
fbr faiiur6 to make payment in futt for all chirges bilied by the Company by the due date shown on the bill' This charge ls to

be calculated on fie 6verdue portlon of the blll, exctudlng any unpiid late-payment chqrges..The overdue portlo1of the bill

may include NGS supply charges purchased by the Company under the purchase of receivables provlslons set brth In Rate

SBS of the Company's Supplier Tariff.

ISSUfD: Sep+emb€r-38'*04? EFFEGTIVE: OeteSe++iS0a*
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RATE GS.T
GENERAL SERVICE . TMNSPORTATION

SURCHARGES

All appllcable riders to this tariff.

CURTAILMENT

Servlce under this rate may be curtalled when gas supply shor.tages force the Company to invoke emergency curtailment
provisions pursuant to Tariff Rule No. 17 because gas sirpply to Prlorlty-One ratepayers is threatened, Under this

clrcumstanbe, the transportatlon ratepayer must agree to seli its gas supply to the Gompany at elther the ratepayer's city

gate prlce or at the Company's average gas cost contained in the prevalling 1307(f) rate applicable to that class of
ratepayer, whlchever is greater, to be used to supply the needs of Prlorlty-One ratepayers.

LIABILIW

' 1, The Company shall not be liable for disruption of service under thls rate or loss of gas of the ratepayer as a
. result of any iteps taken to comply with any law, regulation, or order of any governmental.agency wlth

Jurlsdlctlon io re!ulate, allocate,'oi control las supplies or the rendltion of servlce hereunder, and regardless

of any defect in such law, regulatlon, or order.

2, Gas shall be and remaln the property of the ratepayer while hansported and dellvered by ttt'e Company, The

ratepayer shall be responsibl'e fdr mltntalning ali lnsurance it deems necessary to protect lts property interest

in such gas before, during, and after receipt by the Company,

g. The Company shall not be llable for any loss to the ratepayer arising from or out of service under thls rate,

lncluding 
'bsd 

of gas in the possesslon of the Company or any other cause, except upon gross.negligence or

willful mlsconduci of the Company's own employees or agents. The Company reserves the right to

commlngle gas of the ratepayer with that of other NG$,

4, The Company wlll not be llable for dlsruptlon along upstream pipelines, or dlsruption caused by the
Company's inability to physlcally receive the gas,

5. lf servlce fumlshed pursuant to thls rate is disrupted, the Company wlll notiff the ratepayer as- soon as it is

reasonably practbable. lf dellvery of volumes ii disrupted for any of the above reasons, the Companythall
not be liable for dellvering sald volumes at a later date.

ARRAN GEMENT OF I NTFRSTATE TRANSPORTATI9II

At the request of a ratepayer, other than an NGDC, the Company will act as its agent for anan$ingtransportatioL.of . .

ratepayei-owned gas by dn interstate pipellne(s), The Companywill bill the ratepayer the applicable pipeline tariff rate(s) for
anyinterstate tranlportbtion billed to thd Comidny in its role as ratepaye/s agent for arranging interstate hansporhtion.

) sisterir, bn interstatd'pipetine system suOject to the regulalion oljhe FER9.that

Unless Company and ratepayer aglee

$0.83/Mcf-, Companv's

ISSU$D: SeptemgeF+g#042 EFFEGTIVE: Obteber-li 2012
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PEOfLES NATURAL GAS COMPANY LLG O GAS-PA PUC NO.45
ORIGINAL PAGE NO.57

TH|S &A9E INTENTIONALLLLEFT BLANK
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iniW

Planning" events |isted in PiFagraph 3 ef+he+utes++e+egutatiens+@

sele4ieeretie*

EF F ECTIVE : ee+eber-ar+04*ISSU$D: Ssptemser+s'4s+3
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PEOfLES NATURAL GAS COMPANY LLC wToGAS-PAPUCNO.45
ORIGINAL PAGE NO.58

THIS PAGE INTENTIONALLY LEFT BLANK

. R/[TE S+
s+eRAcE€ERrlteE

FSU4D: Sepemge+?.Sra04? E FF ECTIVE: ge$eger4r2€14
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PEodt-ESNATURALGAScoMPANYLLcWToGA9-:l{|99l.l9'45
ORIGINAL PAGE NO.50

THIS PAGE INTE|ITIONALLY LEFT BLANK
RATE ST.SW

STERACE SERVIEE SC

rg€-mrdthtfus€e
bel$v!

EF FECTIVE: €otober+*sti!ISSUEF: Septems€FSg#S{+
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PEOdLES NATURAL GAS COMPANY LLC @TOGAS-PAPUCllo.45
SECOND REVISED PAGE NO.62

CANCELLING FIRST REVISED PAGE NO.62
RIDER B

.REGOVERY OF PURCHASED GAS COSTS {1307ffl RATES)

CoMPUTAT|ON OF PURCHASED GAS GO$TS

The plrrchased gas cost rates for Resldentlal; Commerclal-, and Industrlal Servlcb ratepayers shall be computed to the

nearest one-hundredth cent (0.01d) In accordance wlth the formula set forth below:

semandAcpasily = D!I-EB&A --09!,
S+SBP'[AC+SBC

(Fof dfefinit6ns of "AVC'. "DCn, 
uCCu, "E", "S", 

uSBCu, I!EL"SBE[AC", "R", 
UBB&A", and "DOU" refer to Section]l+nder

belowlthis rider).

Sales Rates lp_elMefl

Rete Schedule

Capacitv
Gharqe -Demand'l/

Gas.Cost Adiustment
Gharqe - (Over)/
Under Collectlon

Natural Gas
Suriplv Charqe
- Commoditv

AVC
Gapacltv
Charqe 1/

Rate RS $03932 ($0.304s) _$4rc30 $0.5!63
Rate SGS Commerclal 90.4752 ($0.304s) $4.4330 $0.5032

Rate SGS_lnduslrlal $0.4932 ($0.304e) $4.4330 $0.5032

Rate MGS $0,4932 ($0,3049) s4.4330' $0,3306

Rate tGS $0.4932 (s0.3049) $4.4330 $0.0996

cc,R
S+SBR

E

S+SBR+MR

Transportatlon: NP-1 Rates (per Mcf)
Rate Schedule AVGCapacltv Gharqe 1/

GS-T Commerclal $0.6032
cS-T lnduetrial so.5032
GS-T CommercialMGS $0,3306
GS-T lndustrial MGS s0.3306
GS-T Commercial LGS $0.0996
GS-T lndustrialLGS $0.0996
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PEOfLES NATURAL GAS COMPANY LLC WTOGAS-PAPUCNO.45
ORIGINAL PAGE NO.63

RIDER B

RECOVERY OF PURCHASED 9AS COSTS (1307{fLFATESI

pEFrNlTrqNS

"AVC" The oroje.cted capacitllcosts asslsiated with the Alleqheny Valley Connector lnterstate PiDeline (C).

The projected demand or capacity cqst of purchased gas (excluding AVQ C?paclty Chargee)" (C)

uCCu' The projected commodity cost oJ purchased gas,

"DoUlExperiencednetoverco||ectionorunderco|lect|onof!bqdemandojcapac|tycos@
I Ca'pacity-Charges) an4fpurchased gas, including any Interstate plpeline refunds of demand costs. Any

changes In demand costs will be reflected in this calculation.'

"Etr' Experlenced net overcollectlon or undercollection of the commodity cost of purchased gasl.

usu' Projected retail sales In Mcf durlng the applicatlon period.

..SBC'':

,'SBR":

,,R,r:

"BB&A": Banking, balancing, and advancing recovery.

''MR": ProJected transportatlon volumes, In Mcf, subJect to Rider D.

"Projected" refers to the twelve-montf period beginning with October 1 of the year that the calculation is made.

ADJUbiMENT TO BASE RATES

Whenbver a change occlrrs in the calculation rates for collection of purchased gas costs, a corresponding change will occur

In the base rates of appllcable rate schedules,

FILING WITH THE COMMISSION

The Company shall meet all the filing requlrements set forth ln the regulations lmplementing Section 1307(f) of the Publlc

Utility Code.

f
(contlnued)

,*j,

supoller.

ProJected standbjpvolumes in Mcf fur P-1 transportatlon rqtepayers who are assigned capacity, (C)

ProJected contracted standby volumes in Mcf by NP-1 transportatlon ratepayers.

ProJected retailcommodity standby volumes in Mcf.

Shared (savings) or costs for demand charge recovery from the capacity-release program,

€€p+embreFegrl+fit EFFEGTIVE: ,O€lebet4reO+g



PEOPLES NATURAL GAS GOMPANY LLC PROFORMA TO TO GAS-PA PUC NO. 45
ORIGINAL PAGE NO,634

RIDER B

REPO SING R"EQUIREMENTS

Tho Company shall file quarterly reports wlthln thirty (30) days following the conclusion of each computation year quarter,

reports will be in such form as the Commlsslon shall have prescribed.

APPLICABILITY

The AVg CFp.acity Charoe ls appllcable to all ratepayers with-the exceptlons deflne-d QeloW under Dl.gcountQd Rate
pactiy cdits lhiurreO Uy the compeny for firm tfansportaliqn and storage

senrice oiovided by on the RllegheJry Valley. Connector ('AVC") System, The AVQ system represents certain

transmiislon anq storage assefs formerly owned and operated bv the Company that are neceqsary to.provide.

Cfrarge sh'atl no.t recorcr fl il chaiges related to storaqe capacity on the AYC Syglem that ls relpased !p
is Abpltcable volumetric qnd fuel,c!?lges for serylpe on the

io-ugh the AVO.ch"aroe and such charggs- shall be pald for by the shipper

utilizing the AVC caoacity,

RATEq

Refer to paqe 62 fgrthe currently effectlve AVC Capacitv Charse rates,

services Uv tne Qornpiny [o lti customFis. Upon Commission appfovat anO implementation of !he-AVc,cape.c$y

transmlsslon and storaqe assets formerly owned and operated by the Company'

under the FffiinsFortitton and storaqe servie,es on the AVC System,,fhe AVO-Capaclty
cnaroe snail be adjusted to iefteCi ongoinq changgs in charges assessed to the Compaly. The AVC Capaclty 

,

These rates wlll be rgcalgulaied on a quarterly basis In conjuncllon wlth lhe other Rldqf B costs alld reDorbd on as

Utility Code, T mer class based ontjlhe results of the allocaliqn factors sqt forth

below and apollcablo billlng delerminants for eagh class,

Rate Glass Allocation
Resielential 66.25o/o

SGS 11.94o/o

MGS 12.99%
LGS 8.82o/o
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PROFORMA
GAS .. PA PUc No. S-2

PEOPLES I{ATURAL GAS COMPANY LLC

RATES AND RULES
GOVERNING THE
FURNISHING OF

SERVICE TO
NATURAL GAS

SUPPLIERS

Jg'int application for Approval of the Transfer of Membelship lnterests, Transfer o{
Certain Assets, and Certain Associated Gas Supplv Agreqments Pur:quant to Sections

1 102(a)(3) and 2204(e) of the Public Utility Code

ISSUED: EFFEGTIVE:
By: Mor$an K. O'Brien

President
375 North Shore Drive, Suite 600
Pittsburgh,PA 15212

NOTICE
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PEOPLES NATURAL GAS COMPANY LLC PROFORMA TO GAS_PA PUC NO. S.2
NINTH REVISED PAGE NO.2

CANCELLING EIGHTH REVISED PAGE NO.2

I SS UE D : Janua+y31r4013 EFFEGTIVE: Aplil4r+043

to reflect addltlon of page 2A,

Bemoved reference to Rate schedule ST,

MoOtncitton of exlstlng language to reflect dlscontlnuance ofRule 8. Procedures when a NGS Exlts

t-anguige added to ldentlfy and Include varlable cgsts of
purchased PA gas supplles dellvered from the Allegheny Valley

Connector plpeline system,

Correctlon to remove 'capaclty' and replace lt wlth 'supplles''

Rate P-1 - Asslgnment of Pennsylvanla

Produced Supplles

Modlflcatlon to reflect the addltlon of 'Equltrans' (Proposed

NewAsslgnment) and Texas Eastern (TETco) (Exlstlng

Asslgnment)'

Modlflcatlon to remove reference to'plpellnes upstream of

Rate P-1- AsslBnment of UFtream
Plpellne Capaclty

Re place 'standby' wlth 'capaclty' In order to reflect commonBate P-1 - Asslgnment of Capaclty

Language removed to reflect dlscontlnuance of the asslgnment

of on-system storage servlce. A comparable level of storage wlll

be provlded to P-1 suppllers on the Allegheny Valley Connector

through the Asslgnment of Upstream Plpellne CEpacity section

Rate P-1 - Asslgnment of On-System

Storage Capaclty

Page added'to accommodate new sectlon entltled'Asslgnment

of other Supplles'.

Sectlon added to reflect the avallablllty of other asslgned gas

supplles under a proposed gas supply contract wlth the

Rate P-1 - Asslgnment of Othe r Supplles

MoUttldtton of exlstlng language to reflect the avallablllty of
other asslgned gas supplles under a proposed gas supply

contract wlth the Company and the dlscontlnuance of on

Rate P-l -- Determlnatlon of
Asslgnment quantltles

Modlflcatlon to delete exlstlng language to reflect the

Company's past and continuing practlce that locally assigne d

does not requlre a nomlnatlon by the recelvlng NGS.

Fate P-l - Nomlnatlon of Asslgned

Pennsylvanla-Produced Su pplles

Modlflcatlon of exlstlrg language to reflect the ablllty of locally

produced gas to be dellvered Into the company's system

dlrectly and through the Allegheny Valley Connector plpellne

P-l - Nomlnatlon of Local gas Volumes

Modlflcatlon of exlstlng languaBe to reflect the dlscontlnuanceP-l - Nomlnatlon of On System Storage

Modlflcatlon of exlstlng language to reflect the dlscontlnuanceRate P-1 - Buyback Provlslons

coilectlorl of mlsspelling of the word 'Consumptlon' InRate P-1- Nomlnatlon of Pool-to-Pool

Modlflcatlon of exlstlng language to reflect the dlscontlnuanceRate P-l- Nomlnatlon of Pool-toPool
Volumes

Deletlon of language referrlng to transfer of storage Inventorles

to reflect the dlscontlnuance of on

Language added to reflect the rules of GpacltyAsslgnment onRate NP-1 - 2, Asslgnment of Capaclty
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LIST OF GHANGES (coNt.}

Nomlnatlon procedures updated to Include reference to gasRate NP-1 - 3. Nomlnatlon Procedures

Modlflcatlon to reflect the ablllty of locally produced gas to be

dellvered lnto the Company's slrtem dlrectfy and through the
Rate NP-1 - 3. Nomlnatlon Procedures

Deletlon of language related to the nornlnatlon of on system

storage volumes to reflect the dlscontlnuance of on sptem
Rate NP-l - 3, Nornlnatlon Procedures

Deletlon of language related to the nornination of on System

storage volumes to reflect the dlscontlnuance of on system
Rate NP-1- 3. Nomlnatlon Procedures

Language added to descrlbe the Cornpany's process for maklng

BB&A volumes avallable to NGSs,
Rate NP-l - 4. Terms and Condltlons for
Non-Prlodty one PoolAccess to BB&A

Replace'capacltry' wlth'volurnes'.

Modlflcatlon to replace reference to 'gas In Inventory' wlth

Rate NP-1 -4. Terms and Condltlons for
Non-Prlorlty One PoolAccess to dB&A

Volumes

Replace'capacltry' wlth'volurnes'.Rate NP-1 - 4, Terms and Condltlons for
Non-Prlorlty One Pool Access to BB&A

Volumes

Language modlfled to add 'dellvered to the Company' In

reference to actual local gas volurnes'
Rate NP-1 - 6, Reconclllatlon of Local

Gas Volumes
LJnguage added to reference gas 'dellvered Into the Company'sRate LGA - Local Gas Aggregatlon

Servlce
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PEoPLESNATURALGAScoMPANYLLc@ToGAs-PAPucNo.
SECOND REVISED PAGE NO.3

CANCELLING FIRST REVISED PAGE NO.3'

TABLE OF CONTENTS

Llst of Changes Made by Tarlff...,..., ..,........,......... ',.',','.'.2.24 (8)

Rates Available Under This Tariff...,.....,,. .."'..'."'., 6

Rules and Regulations '.....,',.,'....7-18

Rate NP-1 ""' 31-35a {€)

EFFECTIVE: ftS+$a+V-?Sr2++2ISSUED ; S€€embs++Srgeaa
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PEOPLES NATURAL GAS COMPANY LLC

RU.LES AND REGU-LATIONS

4. Operatlonal F.low Ordgrs

a. lssuance of OFOs

The Company may lssue, in its sole discretion, an OFO (Operational Flow Order) in any of the

following circumstinces: To the extent possibie, the Compiny wlll provide a 24-hour prior notlce of
an OFOIn sltuatlons where a prior Indlcatlon of the need to lssue an OFO exlsts.

i. to allevlate conditiohs that threaten the operatlonal Integrity of the Company's system; or

ii, to maintain pressures necessary for the Gompany's operations; or

lll. to lnsure adequate flowing supplies are delivered to speclfic receipt polnts on the

CompanY's system; or

lv. to allevlate operational problems arising from overdeliveries or underdeliv-erles by NGSs or

customers transportlrig supplles for their own consumptlon ("Direct End User"), In

violation of thelr agreements or Company tariffs.

b. OFO Procedures

In the event of the issuance of an OFO, NGSs and Dlrect End Users (or a Supplier that the Direct

End User las arranged with and deslgnated to the Company to.recelve notification of the OFO) wlll

be directed to maintain its supply according to the steps set forth below.

PROFORMATq GAS:PA PUC NO, S
ORIGINAL PAGE NO.8

[,

ISSUED: eeteber?ereO+0

The NGS or the Direct End User must adjust supply nomlnations, lncludlng any egoJ-.!o'

PoolVolumes to equal Aggregate Daily Consumption Volume, wlth gas delivered at the

points specified by ihe Company. The'Company shall provide such estimates no later

than 10:00 am of the same day.

Upon the NGS or Dlrect End User request, the Company witl conslder, lf time pe.rmits,

ailjustments to the Aggregate Daily Cbnsumptlon Volume or the Dalty Available Volume

to ihe extent such aOJustment, in the Company's dlscretlon, benefits system operatlons

during the OFO event and if such adjustment is oonfirmable the Company.

During an OFO, to the extent the NGS gr a Direct End User has gas ln storage, the

maxlmum stOrage withdrawal shall equal the maxlmum withdrawal requirements a6

+e+ine*++neei or any furtherJp)...
llmltation as the Coinpiny In lts dlscretion finds necessary to impose in accordance wilh

reasonable and standard industry practice during the OFO event.

EFF EGTIVE: June-{Sr+04-1'
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PEoPLEsNATURALG.AScoMPANYLLcsUPPtEMWoGAs-PAPUcNo.
FIRST REVISED PAGE NO.12

CANCELLTNG ORIGINAL PAGE NO.12

RULES AND REGULATIONS

7. Bondlns Requlrement

In additlon to any creditworthiness requirements as set forth In Rule 6, the Company may also (C)

require that the NGS post a performance bond or any other security suitable to the Company, 
-to 

cover

any costs assoclated witn tnb NGS prematurely dlsc6ntinuing service to customers or the NGS default

of [rayments of Commission imposed fin6ncial penaltles and restitutlon to customers. The amount of
thd plrtormance bond or other securlty shall b6 equal to $2 tlmes the volumes the NGS is expected to

. serve during the month of January. The level of the bond shall be recalculated annually.

The bonding requirement will be walved for that portlon of the NGS's load used to serve Non-Prlorlty
One ratepayers whosd. annual consumptlon ls 360 Mcf or more, but In such clrcqmstance, the

Company shall not be responsible to piovide those ratepayers service as suppller of-last resort and the

Comian! shall have nond of the obligations arising und.er Section 2207(al and {k) of the. Public^Utillty

Codd, Tire Company may walve the bonding requirement related to delivery fallure for the NGS that

demonstrates to ine'Comilany's satlsfaction ihat it will assign the gas supply contract to the Company

In the event of a default. Wlth-regard to the latter, the Company, in its sole discretion, whlch- shall not

be unreasonably exercised, may waive the bonding requiremeht related to delivery failure if the NGS

asslgns lts gas iupply contracts acquired.for purposes of servlng its customers on the Company's
syst6m (ani if apdttbible, any related financidl rlik management contracts) to the Company in the

event thb ttGS irematurely dbcontlnues servlce to lts cuitomers. Such walver shall be subJect to the

following condltlons:

a. The NGS's supplier agroes to asslgn applicable gas supply to the Company.

b. The Company is satisfied wlth the relevant contract assignment language and applicable

reasonable terms and condltions,

c. The Company is satisfled wlth the NGS's supplie/s credentlals or the security of supply;

d, . The NGS agrees to reimburse the Company for any losses the Company suffers as a

result of agreetng to the assignm'ent of ionfracts, Including, but not llmlted to, losses from

a dlfferentlal in the assigned gas prices and the NGS's contracted prlce with its
customere and losses resultlng from the NGS's supplier refusing to assign the relevant
gas suPPlY

8. Procedu,res when a NGS Exlts the Svstem.

Prlor to exitlng the Company's system the NGS shall provlde the Company wlth twg months prlor

notice. Uponihe NGS'd exit from the Company's sysiem, the Company wlll serv_e tne rupSl9 former

customers at the Company's supplier of last reiort rates, or at the agreed{o NGS prlce for the

remalnder of.the blllinj cyite if thb ttCS discontlnues servlce prior to the beginning of the next billlng

cycle. Any dlfferenceJbetween the cost Incurred by the Company and the NGS's prlce.shall be

r6covered from the NGS. Any capaclty or supplies previously as'slgned to the NGS will revert to the

Company, Including gas held in siorag-e. lf the NGS had used capacity not ass_igned by theJ9).
Combany to bring gal on to the Comfany's system, then the NGS agrees to offer to.assign sald

capabity, inctuding gas held in storage, to the Company, whlch the Company may, at lts sole

dlscretion, accept or reJect.

. Balancing for NP-1 and P-l pools of both Interstate aftd local supplies for the exiting NGS's_flnal month

of servici shall be performed in accordance with the "Monthly Biianclng" provislons under Rate NP-1.

No|mbalancepr|cemu|t|p||erswi||beapp||ed.n.mainingoF:€ysbm€tof€@
NeS+.qef{sedte,effse*inalimba @,

ISSUED: lune+C+0++ EFFEGTIVE: lt*negffiO+l
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RATE P.I
PRIORITY ONE P@LING SERVICE

AVAILABILITY

Servlce under this rate schedule ls available to any Priority one Pool operator who has entpred into a

Priorlty One Pooling Agreement with the Compani and demonstrates to the Company's satlsfactlon that it

nqs mlt the Compinyt credltworthlness,standanis and bonding requirements. Ratepayers must assign

their rlghts provld'ed under the appllcable transportatlon rate schedules to sald Pool Operators'

RULES AND CONDITIONS

1. Aselgnment of Capacltv , (q)

Pool Operators who take servlce under thls rate schedule niust take asslgnment of a pro'rata or other

agreed'upon share of the pipeline and storage capacity and Pennsylvanla produ.ced gas supplies

l"issigned capacity") that wbuld otherwise bi utillzed by th.e Corypany to me.et th.e ratepaye/s
iomm"oOity service r6quirements. Asslgned capacity sliall be subJect to recall to the extent that the

Pool Opeiator is unabie to delMer neceisary gis suirplles, In whlch case the Company will provide for

the delivery of necessary gas supplles pursirant to thi terms of the standby rate sched.ule.. More

specific teims with resp6ci to cabicity issignment requirements are set forth in the following sectlons,

l-iowever, such additioilal terms witn iespect to capacity asslgnment requlrements shall be subject to

revlew in the Company's annual Sectlon 1307(D proceedlng.

Asslgnment of Pennsvlvanta -Produced Supplles - (Ql

Pennsylvanla gas produced fiom wells under gas purchase contracts for sale to the Company and for

ultlmat'e dellveiy irito tne Company's system shall be assigned or sold-to the NGS a9 agent for- (Q
_the ratepayer oi the NGS's pribriti-Onb Pool, The asslgnment shall be structured at a monthly

-weighteb dverage purchase cost bf the assigned Pennsylvanla-produced supplies, 9ugh . (9)

purdhased gas-cobt shall inctuoe any yolumetric-SletiveryirndJuel charges incurr9d bV the -. (C) .^.
he-Lo)

-rr.rstmontninwh|chtheNGSrenderscommod|tyserv|ceto-the customer unltilthe NGS's supply agreement with customer expires, or as otherwise provlded

hereln.

Assigned Pennsylvania-produoed supplies shall be recallable by the Company only under the followlng

clroumstances:

(1) the ratepayer on whose behalf the e+aeitySgpples Eyg+as been asslgned ls no longer (9)
served by the NGS or

(2) the NGS has failed to comply wlth terms and conditlons set forth he.t-eln. 'r

PEOPLES NATURAL GAS COMPANY LLC

Assionment of Upstream Pipeline Capacity

ISSUED: OetsbeFgSre0a0

PROFORMA TO GAS-PA PUC NO. S.2
ORIGINAL PAGE NO.19

(c)

Thls sectlon applles to the Company's upstream pipellne capaclty on Dominlon Transmisslon, lnc,

('DTl"), pipeli+iee+pstream-erg-Tl Texai Eastern dETGO).-EquihaLs. and any other pipelines on (e)

-wtricnih.e.companymaycontractforcapac|tyfromtlmel--time,exc|uding@
-National 

Fuel Gas Supply Gorporation.

Consistent wlth FERC rules and regulations for capacity releases-under state retatl choic-e Frroqt,ams.
e Company shall be assignedlo the NGS as

ig6nt for thi bustomers of the NGS's Prlorlty-One Pool. The assignment shall be structured as a

leleaqg of capaclty at the full maximum ratgi pald by the Company. The term of the release shall be

oii 6 i'eaioiidt-Ut6ir, rorrmen6ng with the'flrit monih in wnlch tnd NGS rendered commodity service

EFFECTIVE: lune-lgr2g{a
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PEOPLES NATURAL GAS COMPAI{Y LLC PROFORMA TO GAS-PA PUC NO.S-2
ORIGINAL PAGE NO,20

RATE P.l
PRTORITY O.NE POg_L|Ng SERVICF

1. Assiqn.rngnt of-Gbpacltv (contlnued (C).

to the customer trc the earller of the end of the seasonal period lWinter releases shall terminate March
31 and summer releases shall terminate October 31.) or the termination date of the contract(s)
between the Gompany anh the upstream plpeline or the last month in which the NGS renders
commodity service to the customer on whose behalf the capacity had been asslgned; provided

however, the Company may In its discretion release such capacity on a monthly basls. The NGS must
comply wlth all upitream plfellne requlrements to become an eligible shlpper on the upstream plpellne

systerir. The NGS is responsible for.paylng the upstream pipeline directly for capacity assigned under

thls provlsion, whlch payments shall include all applicable plpellne surcharges. To the extent the

NGS's customers are piylng equlvalent standb'ygapeel$t-charges In accordance with the , (9)

-Company's 
Retall Tariff, the bompany wlll reimburse the NGS for these plpeline charges-in-{h+Jp}

-€aff+trannet
The flrm transportation capaclty released pursuant to the preVious section shall be recallable by the

Company only under the following clrcumstances:

a. the customer on whose behalf the capaclty has been assigned is no longer served by the

NGS or

b. the NGS has falled,to comply with the terms and conditions set forth herein,'

Consislent with FERC rules and regulations for capaclty rgleases under state retall cholge ProqramF,
Uutatrearn pi$tine storage capacily held by the Company shall be assigne{ to the NGS as agent for

tG ratepayerlb of the NGS's Priority-Ons Pool. The assiginment shall be structured as a release of
capacity attne futt maximun rates paid by the Company and may be subject to mnditions of release

linbtuOiirg, but not limite{ to, inJection and wlthdrawal rights) that differ from the appllcable upstream

ilpeline storage servlce, The releme shall terminate at the end of the then-current storagg season

fursuant to the applicable upsteam plpeline rate schedule terms and conditions; prwlded however,

ihe Company mai in its discretlon reiebse such capaclty on a monthly basis. The NGS.is responslble

for payin! thb upitream pipeline dkectly for capaclty asslgned under thls provlsion, whlch payments

stratt inctuOe all'pipellne burcharges, To the extent the NGS's customers are paying. equivalent

Sepadty€tardby iharges In accordance with the Company's tarltf, the Company will reimburse (C)

-Ih6NGS 
for theie plpeline charges+bth+samer+anner, (C)

Capaclty released pursuant to this section shall be recallable by the Company only upon.failure of the

NdS to comply with the terms and conditions set forth herein or ln connection with a buyback of gas
' by the Company as set forth in paragraph 2 of this rate schedule.

.

---€n system sterage ea^aelty shall-be assigned te the-trlGS as agent fepthe ratePalerc €f the NGS'$
e reeevered in the velumetrl+ratee

par+$.{€tep b
if {+e-[@@n@en€ing+rof it+
the-$0GS+vill-pay+he+pFreprlate lnjeetler an4withdrawaleharges as bpeeified ln the GempanYrs

Rate SeheCule- d'

The en system sgorage aeeignrnent made pursuant te thi+ seetien shall-be withdrawn'bY the

eeme@e$€+t+eemPlY withthe ter
eennb M

ISSUED: Oetebef++204e EFFECTIVE: +uneaO#0aa
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Asslgnment of Othef Suqplles . .,,. ., .,..* (C)

The Company reserves the rlohtto asslgn or sell other gas srlpplles that are-under,cQntracl!,vlth.lh9

@tier redeives an assignmen[of the Qompanv's cqpacity lt hojds on thq

equttrans-sunrise Systernliib ComBany shait proviUe priorlty-One supp[ers With an optl9l to
'a prp'ratg,ltlareot the,flrq gas supplles

@deiiti gCs suppty agreemenlwltn fOt energy. tt=q,,9Ucn._ 
.

rmines ttrat. gs a r:esult oJ the Prlsrity9qe . '
anv to suopty sgrvice provi9g=d by P'1

purchase contraqts qre i! exce$s 6fthe

Ugage requlrernents of supplier of last resort iatepayers currently served by the CompanV.

Such oas shall be sotO

Purchas? cost ofthe
aesisq€d*sup,plies lnqMiRg-gnYgpBll€abl€ f assoclated with flrm purchase

ffi*sup@, .ord ,nd", thi" r".,lon .h"ll h" di..ontin,,.dr*.^"'ol" l') th. cotpr.y ,nd., th"

follorrylng conditions:

ISSUED: Oe+ebe+98#0{e EFFEGTIVE: +un++gr2044
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RATE P.1
PRIORITY ONE POOLING SERVICE

1. Asslqnment o'f Capacltv (continued)

Delermlnatlon of Asslonment Atnntities G)

ISSUED: ge+eg€t+$;?8+0 E F FEGTIVE: lune+gre+++

PROFORMA TO GAS_PA PUC NO. S.2
ORIGINAL PAGE NO.2I

Unless provided othenrlse hereln, asslgnments of assignedPennsylvanla-produced and othel:- (9)
suppliei, upstream pipellne firm transportatlon capacity-iane[upstream pipeline gjor$e capaclty-shall

be'dsslgnei on a pio rata basis in aciordance wlitr ttrd supply portfolio held by the Gompany.at the

time of issignment to serve its Prlority-One qustomers; provlded houever, the Company shall not be

required to issign capacity that is demlnimis'in nature. The 0ompany Will endqavor to acgor-nmodat9

a Prlorlty-One s-upplie/s request for particular upstream pipeline capaclty on a first'come first'serv9d

tuP"

The Company will evaluate the capacity and supply assignments made to the NGS as agent for

ratepayer's of the NGS's Priority-Ohe Pbol monthly based on the methodology set forth above' The

evaluailon will Include an asseisment of whether ihe upstream pipeline storage enC-e+sYsem-JQ)
st€rage capacity assignments are adequate to serve tlre needs of the customers of the Pool 

-J[9)Operitor ai tnai Ume,- To the extent thdt the evaluation so lndicates, revisions to the upstream pipeline

stbrage and on-system storage capacity assignments willbe made etfectlve with the summer period.

To the extent thai the winter evaluition so Indicates, the Company may requlre the NGS to secure

addltlonal reliable natural gas commodity, capacity and delivery service to meet the needs of the

NGS's Customers. In addition to the pr6cedihg, the Company will evaluate the capacity assignments

made pursuant to thls sectlon from tlrhe to tlme to ensure adequate compliance wlth its provlsions'

Capacity assigned to the NGS hereunder by the Gompany may be traded with other Priority-One

tlCSs ai long-as each NGS retains an aggiegate am6uni determined by'the Company to be

necessary tolatisfy the total demands of the NGS's customers. Such trading may occUr no more

frequently than twiie per calendar year unless otherwise agreed to by the Company. Any capacity

trades mirst be reduced to writing ind provided to the Company for final approval'

Any assignments made pursuant to this tariff are made subject to any.order of the Commission.

Shbu6 tde Commission, or any body authorlzed by law require a dlsallowance ln the Comp-any's rates

that is dlrectly attributabie to the Company's assigning or transferrlng gas supp{T to-the NGS.

pursuant to firese procedures, the NGS agrees to reimburse to the Company wlthin 30-days of

irotlficatlon of any inonies disallowed by the Commisslon or such other body that are directly. 
.

attrtbutable to th; NGS. The Company shall provide such notification no later than thlrty (30) days

after a flnal order is entered by the Commisslon.or other such body.

2. Nominatlon Procedures

Nomlnatlon of Upgtream Plpetine Volumes (Transportatlon and $lgragel

All Transportation Volumes received for the NGS's account at upsheam pipeline transp.orta.tion receipt

points sh'all be nominated to. the Company in advance accordlng to the proced.ures outllned In this

bection. Nomlnatlons shall dlstlnguish arirong the following volumes delivered to the Company's

system for the NGS's account: (1i upstream Fipellne transportation and storage capacity asslgned to

lie NGS by the Company and (2) all other upstream plpeline transportatlon and storage volumes,

Nominations are to be transmitted to the Company by the Company's Electronlc Nomlnations System

and are to be received by the Company by th6 daiesand times specifled in the Comp_any's Calendar

of.Nominations, as amended from iime toiime, which is avallable on the Company's Electronic

Nominations System.
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ISSUED: e€teber+€r2040

PROFORMA TO GAS-PA PUC NO. S-2
ORIGINAL PAGE NO.22

EFFEGTIVE: JUN€-l$l.*e+l

RATE P.l
PRIORITY ONE POOLING SERVICE

2, Nomination Procedures (continued)

Subject to the limlts of the Company's operating conditions and facillties, previously confirmed

nominatlons and tlmely confirm;tion by upstream pipelines, the Company wlll either confirm, in total or

In part, or reject the NGS's transportation volume nomlnatlon. Confirmed asslgned upstream plpeline

transpbrtatidn and storage volumes wlll be posted on the Company's Electronlc nomlnations System,

Confirmed nominations will become effectlve on the date specified ln the NGS's nomination and will

remain in force until the last day of the current calendar month, subJect to continued recelpt by the

Company from upstream plpelihe of the confirmed volume, unless superseded by a subsequent

kansporiation voiume norirlhatlon. Nomlnation procedures provided for in this section shall be

supeiseded by naturalgas indushy standards proinulgated by FERC (i,e., GISB standards).

Nomlnatlon of Asslgned Penn-sylvanla-Produced Supplles (C)-

Al| assigned Pennsylvania predueed supplies reeeived fepthe NGS's aeeeuntltPredugtien JeeeiFt
peints Jhallbe neminated te the Gempany in advanee aeeerding te th+preeedures eutlined in this

Seetlen

N€9sh€utd-f, dninae+ eaila+ene+itn-+ne€emp

i+

re+e$e+ransmitteC-te{h+eempanf Uy+neeompa+f s-Electro@
and are te be reeeived by the eonpany by thd daiesand timea spCelfied ln the€empan#eeabnaa+
@eC+ePn+im€+e+ime
Alernineti

@ g€Yeelie&€.nd

assignedl€eaf-pro nta€t'

eratingeenditie@enes+ef
m+iless+eminatien+s+ee+r;rnA+etetf+yi
@5gs1lig4e{#6ir6sylvaniaFB rd+ui;e+euppties-€enfl rm edcssigned
fenn'sylvania Bredu€€d supplies-will$+pested e*the GemBany'e EleehenieNeminatiens SYstenk

d{e-beJirs+{hreugh{h +rnete+

@
asslgned Pennsytvania len'

|.|€min€tien-preeeduresarevid
€tandads+remu

Atl Penns:rlvania-produced supplles assigned or sold to the NGQ for a given mo[th.wi!! b? diYi9ed bY

iied to the pool operator's Daily'Avallable'

Volumes,
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ISSUED: e*ege++e#04+

PR9FORMA TO GAS-PA PUC NO. S-2
ORIGINAL PAGE NO.23

RATE P.1

PRIORTTY ONE POOLING. SERVICE

2. Nomlnatlon Procedures (contlnued)

Nominatton of LocptGas Votumes - (C)

All local gas volumes received into the Companv-s system for the NGS's aocount at production (C)

or interstite pipeline receipt points shall be nominated to the Company in advance according to (Q)

the procedures outllned'in thls Section.

Nominatlons are to be hansmltted to the Company by the Company's Electronic Nominations System

and are to be recelved by the Company by th6 daies-and times speclfied ln the Gompany's Galendar

of.Nomlnations, as amended from iime to tlme, whlch is avallable on the Company's Electronlc

Nominatlons System.

Nominatlons must conform, In content and format, wlth the Company's speclflcatlons for local gas

volume nominatlons, whictr shall Include, at a minimum: the NGS's name; the NGS's company
contract number; requested dally local gas volume to be recelved at each of the production receipt
polnts; and the name and telephone number of the NGS's'nominations contact.

Subject to the limits of tiro Company's operatlng conditions and facllitles, and the reasonableness of

the i,lGs's nomination as determined soiely by ihe Company, the Company will either confirm, in total

or In part, or reject the NGS's local gas volirm-e nomlnat'ton. Confirmed local gas volumes will be

posted on the Company's Electronic Nominations System.

Conflrmed nominations will become effective on the date specified in the NGS's nomination and will

remain in force until the last day of the cunent calendar month, unless superseded by a subsequent

local gas volume nominatlon, Nomination procedures provlded for in this sectlon shall be superseded

by naiuralgas industry standaids promulgated by FERC (i.e., GISB standards).

@rege

@dvanee aeeerding++the preeed ure+ e utlined irilh is Seetien,

@
i

l@e
NeminatlensSysem,

N€min€tl€n€-Hs€t€enfoffiriF-€entent end fermatrwith @
€+er€g€+dsm€-n
€on+ra€t+umb
p@
Subjeet+e the limitatiens.as eutlined in+his€eetieniand the+easenabl€nese ef theN€S's nominatien

a€+teffihed€€biy+y+h€€€fipany#h
Wie+, -ee@€evelume+wilFb6:pested€6{ne
gemBany+Ceetrenie'Neminatiens-tyeteffi

C€n+irsn€d-n€minatienewiil$eeeme-e*e*+ve-sr+He+a+e-eBe€i
@ief theeurrent ealendar+nenth; unless euB@
@fut'on-N€
supd

EFFEGTIVE: June-4#s+1
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summer peried, the N€s may.sureh€€e-on eystem et€rage velsrnes frem the-Genlpany;

shall reeult-in a eeneemibnt.redseti€n efthe maNim{*m{uantity of gas whieh the NGS shall be entitled

te neminate fer withdrawal-en a firrn basi+frem en eystem sterage en any ene day dufing the
8ue€e€ding-winteFp
@eeiti€+of +hl+Brevisien'

Winter Peried Stor

S+*bjeefto+e-previeus Seetienrthe rnaxirnusguantitref,g,as whi€h+he+'lGS shallb+entilleC te
neni
Entl{lemenf') shall be based on-the en system stoiage eapaeity assl@
exeeed tre maxlmum wlthd+awal requirements defin-ed In tho €smpany'e Retall Tariff under its Rate

' 
ST, Sueh withdrawals ehall be+ubjeet te interruptlers er euFtaiknent-based+n+h+.issuaff€€-ef
ep ree-maieure-ee

@

ISSUED: e*ebe++&+g+g EFFEGTIVE: +une++, +g{a
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ORIGINAL PAGE NO.24

PAGE INTENTIONALLY LEFT BLANK
RATE P-+

PRr€|RI++€NE-P€OHNC$FRy|€E

Sr+mm€FP€ri€d€terage€per€t+en

The maxjmun quantity ef gas whleh theNGS shall be-en$tleC{e+emi@is
etsfag+dapaeitf€s€fren€C+elihe NCS'when evel lsls€€+h€n

oF€apa
e+velumes., +h€-fa$Hr+ef-the-NG$ts-dellvepleeal

car-Yel
e

+Fr eet'isnjnexeees-ot+he-amosnt$-5e+{€frh
in+h€+re€edihg$eeti€r

ami

ThejrlGg must neminate Inieetien velumee In sueh a'manner+s te attain minirTlum o'l sYstgm 6t0rage

inventery levet+expreseed'ae a pereentage ef the-tr|€$s eapaeltyi ever the summer Perie+iF

,',^ r^ "t

. 65% - . .- -- August-1
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PAGE INTENTIONALLY LEFT BLANK
R+TE.P-+

z

The NGS's Dernand Entlflement shall be-redueed in aeeerdanee-.with the hventerY based ra&6he{

provlslens+efje*h+dewi

@
@@en-velum e

reeu

ef-{he+t€sre+etalGapa€ii}t+i€+t€Sh+€mana-E
podt@ie+

@ e&f€r-wlthd{€wa$+-exeese-o,f+he-ameunts+e$-fe*h
abeve, The bem'pany'shall endeaver te withdraw these additienal ve@
ret
pfd6eding+€etien-iiveut$-6e+ e-eperatien-o++he-eompanyb€yskffir-it+ebll+ty+e-meet

The NGS must malndain-mlnimum en systemsterage Invent€rflevelst expressed as'a pereentage-€++he

NGS'o tetaleaBaeity, ever th+winter peiied in+eeeidanee withthesehedule set ferth belewi

*'o

n+yetem-stofi age-inve+rtery-levels-ime€eFdanee-wiih+he
iion-oFth+€eman*Eft ti+lemffi

{he*l€€sehl@@ry-{eve+

PEOPLES NATURAL GAS COMPANY LLC. PROFORMA TO GAS-PA PUC NO. S.2
ORTGINAL PAGE NO.25

NcS'sAggregate-Dall@

dditlenal 50o/o fer the renainder ef the winter peried

@ +ef-uP-te

ene-gre+unar
ideeHnese-re-injeetien+olume+irit+en-lA,stem-steFagson€nfday+n-an-inenuptiblebasls++eperating-
€€ eeilne eueh iequeets:whenever- in itsjudgmenlrthg injeetiefof
velumes in'exeees ef the amdunt+set fe
ef the Gompany's systeFn-of-its ability te rneet letall salee demand In a 6ost-effe€tiv+manner-The
Cempany may'require-winter perkd en system eterage re inlgetiens-under-an-el gYstem ebFge
epera+ieilat flew er€ier in-.^,nieh.ii-wll+ieeieatethe+eeLgu'antitfei€ag te be nominated'in exeess ef the

ISSUED: Seteb€r+8a20+g EFFECTIVE: *""r*;
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CANCELLING SECOND AND FIRST REVISED PAGE NO.26

,*o*tNtIE ',lqr, *n * nu,r,
2. Nomlnatlon Procedures (contlnuea; , (c)

The NGS shall net trave a eterage inventery level ex€eedlng 15Vo-ef+h€-NGS's eH'sYstem €lerage

@fu -remaintd,g-tn-on-eysnem+terag+i#
@
Transmlssien- | ne's Appalaehian S
dellver the gas te the'€'enpany's system.a#sted fer ehrtnkagqi and the resultto(al multlPlie+bY 0'6'

BuvbackProvlslons: . .,!Cl
Agreementisterminatedorcance|edor2)theNGSis.

no longer serving customers on whose behalf the storage capacity has been asslgned and to the extent

the Colnpany in Tts sole Judgment determines lt operationally requhes such storage capacity to servo

the returhing customers, thd Company shall have the right, but nol the obligation to purch.ase up to the

remain|ngsiora!ogasin5g@upstreampipe||nestorageinventoriesor'ypto-.t!)
the voluries in slorige attrlbutableio the NGSb load lobs, respectively. The buyback.rab_shall be the

lower of: 1) Storage bas Transfer Price or 2) the midpoint index price for 9qs dellvered to-Dominlon

Transmission, Incl's ("DTI') Appalachian South'Polntas published on the effective date of the buyback
plus flrm transportatiin cn6nge's to brlng the gas to the dompany's system, includlng applicable fuel

rotainage.

To the extent this provislon is invoked and the NGS's storage gas In inventory ls below the.minlmum

Inr,entory levels requked by these procoduros and the Company ls requlred to purchase..additlonal gas

supplleson the open mark'et, tne ruOS agrees to pay the Cqmp-any an amount equal to the deflclency in

voiJmes from the required inventory levels multlpibd by tne dffierence between the prlce the Company

paid and the buyback rate.

' Nominatlon of Pool-tuPool Volumes
rtheNGS'saccountsha||benom|natedtotheCompanyln' 

advance accordlng to the procedures outlined In thls Section.

A Prlorlg-One. poit may transfer volumes to another Priority-One Pool or Non Prlority'One Pool that

balancei on the same 
'basls. 

Such transfers shall be useci to resolve current dally imbalances (GJ

created by the NGS's Inabllily to match Dally Avallable volumes wlth the Aggregate Daily

Con.umpiion Volume and shall not be usedto resolve dally lmbalances occurrlng for any prlor (C) '

day or days.

oel-afte+-the

end-o++6+€atd#aFm€i@a+ai
Nomlnations are to be transmltted to the Company by the Companfs Electronlc Nominatlons System

and are to be recelved by the Gompany by the da-tesand tlmes specified ln the Company's. Calendar of

Nomlnatlons, as amended from tlme totime, which ls avallable on the Company's Electronic

Nomlnatlons System.

Nominations must conform, in content and format, with the Company's specifications for Pool-to-Pool

Volume nomlnatlons, which shall lnclude, at a minlmum: the NGS's name; the NGS's company coltract
number; requested d'ally Pool-lo-Pool Voiurne; name airO tne Company contractrumbgl of the NGS

from whom ine ruOS plins to recelve supply, the name and telephone number of the NGS's

nominations contact, and conflrmation from the other NGS.

Subject to the limlts of tho Company's operatlng conditlons and facllities, and the reasonableness of the

ttOS'" noininatlon as determineO s6lety'ny the 
-Company, 

the Company will olther 991f!rm, In total or In

part, or reJect the NGS's Pool-to-PoolVolume nomiriatton. Confirmed Pool-to'PoolVolumes wlll be
jlosieO on tho Companys Electronic Nominations System. Nominatlon procedures provlded for ln thls

bection shall be su[ers'eded by natural gas Industry-standards promulgated by FERC (i.e., GISB

standards).
ISS U ED : Sepemge++9,+gq+ EFFECTIVE: geteber-4r40a+



Appendlx E

45 of Al

PEOPLES NATURAL GAS COIIIIPANY LLG PROFORMA TO-GAS-PA PUC NO. S.2
ORIGINAL PAGE NO.27

RATE P.I
PRIORIW ONE POOLING SERVIGE

Noml[itlon Procedur-eq (continued)

Confirmed.nornlnations wlll become effectlve on the date speclfied in the NGS's nominatlon and will

remain in force until the last day of the current calendar month, unless superseded by a subsequent
Pool-to-Pool Volume nomination.

g&rraqe Gas Trensferq . (C)

a, Storage gas transfers may be required by the Company under the following conditions:

i, The NGS ls unable to attain the storage Inventory level requirements by the applicable
target Inventory date as a result of ratipayers initiatty recelving servlce fom the NGS

after the comniencernent of the Sumrner Perlod and such target inventory date; or,

tt. The NGS ls asslgned en-sy€tem+r upstream.pipeline storage capaclty OYIIq the (C)

Wlnter Perlod as'a result of ratepayeis Inltially receiving service from the NGS during the

Wnter Perlod.

b. The maximurn volume of storage gas transfers for the applicable month shall be determlned (Q)

as follows:

L Fer aeeigned en syetern+teage eapaeity' the maxlrnum sterage gas kanefeFsharlLe)

@e++inereme+i
estrfi a{ed+egmntfi {t€f+he-menth+
@mpanyb€n-ey€+em{terag€+apa€i@

ii. For agslgned upstream pipellne storage capaclty, the rnaximurn storage gas transfer

shall be tie upstream pip'etlne storage Lapaclty incrementally assigned for the rnonth

multlplled by 1he estimbied beglnnlng of the month percenlage of the Company's

upstr'eam pipeline storage Invehtory level to the Company's upstrearn pipeline storage

capacity,

Storage gas transfers shall not be allowed lf in the Company's sole discretion it determlnes such

transf-eriwould be detrirnental to the operatlon of the C6mp-any's system or lts abllity to meet Retail

Sales Dernand in a cost effective manner.

The storage gas transfer prlce each month shall be at the Company's estimated commodity cost of

storage gis f6r the year, ilus any appllcable taxos, The storag6 gas transfer priceshall b9 reconciled

each"cal-endar yeario tat<'e into abcdunt the actual cornmodity cost of gas ini€cte-d Into storage net of

withdrawals foithe current year and, as applicable, the cominodlty cost of gas from prevlous.years'

LIFO inventory layers, ThaCompany snatt Utlt such additlonal costs as soon aspractibable. With

respect to stoiag6 gas transfers from upstream pipeline storage capacity, the NGS will pay.an

additional chargi equal to the upstrearn pipelind dtorage capacity injoction and storage fuelcharges,

ISSUED: geteger4+z040 EFFEGTIVE: Junea4+0aa
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RATE NP.l
NON.PRTORITY ONE POOLING SERVICE

AVAILABILITY

Service under thls rate schedule ls available to any Non-Prlorlty One Pool Operator who has entered into

a Non-Priority One Pooling Agreement with the Cdmpany and demonstrates to the Company's.
satlsfactlon that it has met the Company's creditworthiness standards and bonding requlrements'

Ratepayers must assign their rlghts'prwlded under the applicable transportation rate schedules to said

PoolOperators,

lf the Non-Prlority One Pool Operator supplies Priority One ratepayers wtth a total annual consumptlon
greater than 30,000 mcf, then tire Non-Pridrity One Pdol Operatoi shall establish a separate Priority One

Fool for these ratepayers or eliminate sufficlent Priority One ratepayers from the Non-PrlorityOne Pool to

reduce the total anhu-at consumptlon by Prlorlty One ritepayers to an amount less than 30,000 mcf.

RULES AND CONDITIONS

'1. Schedulinq gJ Service

All transportation volumes received for Pool Operator's account at transportation recelpt polnts shall be

nominatbd In advance accordlng to the proceciures set forth below. Pool Operators may not nomlnate

volumes ln excess of the total maxlmum dally volumes of its ratepayers as determlned by the

Company or as set forth in a ratepayer's trarisportation contractwlth the Gompany, tim.es_the number

of days ii the month. The Gompbny may lssu'e Operatlonal Flow Orders consistent with the terms of

the Company's tariff.

2, Assiqrunent of Gapaclty (C)

ne pipeltne and storaqe-capaclty held by the C,ompinypn the

inilystem. an interstate pippline syglem s,ubigt$ the'

regulaflon of FEBC. that would othe_rwise be utilized.by the Company to meet the.ratepayer:s
dnell ne srrbject to recatt to,.the F{tPnl that the

uFFndi, in wtiiCtr case ttre,qornpanv will providg for the

Its supplj.er of last resort,qb_liqation. Tbe. capacity asslgnment

requlrArnents shall be iubieci io review In the Company's annual J 307(f) proceedino.

Consiqtent wlth FERG's rulgs and reoulations for caiacity releasqs und9r state ret?.!l c!91,ts
ti-hetO Uy ttrg comqqny 

=qn 
tE AV'9 plpellne

eis ol the ruqS's Nol Prlo.llil-One' Pool'
ctiy at ttre tutt maximum''rgte pqd by the-

siS commenclng with thg flrst month in
o the earlier.oflhe-end qf t!e'seasonal

er rete?S,Es shall termllatg Qctober 31) ot
rvlce on tne AVC.sVste,m or the lait lnonth in

@ servlce to the ratepaver on whose behalf the caP.aclty has been

lon release such capacity on a monthly

basis.

Uostream plpeline flrm storage capacitv held by the Companv on the AVQ pipelile -sYslglllmaY bQ

paiiis of ihe.t'tOSs llo.n Prionty''onePoolWlth regard to

l6rmBrly provtdeO under RatC-ST and Rate ST'SW' the

e AVC system at leqs than maximum rates',,Thq
son. oqr.suant to.th e,aPpll$ble rate

sohequle tgrnrs and ion-slgl service on the AVC system:'pfovided howeve!. the,Comp-a,ny may
pany's release of-sug! gapaclty shall,

taritt gqVerning .service,.on,th g 4YC lyste m and

ing thq' rqlease of capacltv' including'FERC's

rules for cagacity releases occurring as p.qrt of a state retail cholce progBm..
1g5 ' EFFEGTIvE: J{ln€4oteo44
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Asslsnment of Capacitv {Cont.}

The NGS must comply with all pipellne tariff requirements to become an eligible shlpper gn the AVC
pipeline system. The NGS ls responsible forlayinq the plpellne.dlfectly for cap6c-Lty asqigned under
these provisions, which payments shall Include all appllcable surcharoes for service on thg AVC

svstpm. To the extent that the NGS'S customers are pavino eduivalent capacity charses in

accordance with the Company's Retail Tariff. the Company will reimburse the NGS's for these
pipeline caplrclty charqes,

The caoacitv released under thls sectlon shall be recallable by the Company under lhe fo[owins
co.ndltlons:

1, The ratepaver on whose behalf the supplies have been assigned is no longer served bY the

NGS: or
{=2. The NGS has failed to comply with terms and condltions set forth hereln.

3. Nomlnatlon Progedures (C)

Nomination of tJpstraam Ptoeline Volumqs - . - - (C\

All transportation volumes received for the NGS's account at upstream plpetlne transportatlon receipt
points shall be nominated to the Company In advance according to the procedures outlined In thls

bectlon, Unless specifically deslgnatid as Pennsylvania produCed gas supplies tha! qre, prodUced 19)
dire_ctly into the Cdmpany's systeln, all nominations shall be assumed to be volumes delivered to (C)

the Company's system for he NGS's account from other than gas supplles produced in Pennsylvania.

Nomlnatlons are to be transmitted to the Company by the Company's Electronlc Nomlnatlons System
and are to be received by the Company by the dates and times speclfied in the Company's Calendar
of Nomlnatlons, as amended from tlme toilme, which is avallable on the Company's Electronic

Nominations System.

Subject to the limits of the Company's operating conditions and facilities, prevlously conflrmed '

nominatlons and timely confirmation by upstream plpelines, the Company will either cgnfirm, In total or

in part, or reJect the NGS's hansportation volume nomlnation, Confirmed upstream plp_eline

trahsportatldn and upstream plpellne Pennsylvania gas volumes will be posted on the Company's
Electronlc Nominatlons System.

Confirmed nominations wilt become effective on the date speclfled ln the NGS's nomlnation and wlll

remain In force until the last day of the current calendar month, subject to continued receipt by the

Company from upstream pipeline of the confirmed volume, unless supqrseded by a subsequent
transporiation volume nominatlon. Nomlnatlon procedures provided for in thls section shall be

supeiseded by natural gas industry standards promulgated by FERC{'erGl$B+tandarCs}' (C)

ISSUED: Oetobe+?&4040 EFF ECTIVE: l+t{€-{Are0aa
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PEOPLES NATURAL GAS COMPANY LLC

ER

ISSUED: e+eee++9,+Oa4 EFFEGTIVE: +une-++,+g+

PROFORMA TO GAS-PA PUC NO. S.2
ORIGINAL PAGE NO.32

RATE NP.{
NON-PRIORITY ONE POOLING SERVEE

!,?. Nomination Procedutis (cohtlnued)

Nomination of Local Gas Votumes (Q)

. All local gas volumes received.into the Companv's system for the NGS's account at productlon (9),

or interstite pipeline receipt p6ints stratt be nominated to the Company in advance accordlng to (Q)

the procedures outllned in this Section.

Nominatlons aro to be transmltted to the company by the Company's Electronic Nominations System

and are to be received by the Company Uy mb Odted and times specifled in the Company's Qalendar

of Nomlnations, as amedded from iime toiime, whlch ls available on the Company's Electronic

Nomlnatlons System.

Nominations must conform, ln content and format, witn tfre Company's specifications for local gas

volume nominations, which shall include, at a mlnimum: the NGS's name; the NGS's company

contract number; requested daily local gas volume to be recelved at the Productlon receipt polnts in

aggrogate; and the name and telephone number of the NGS's nominations contact.

Subject to the llmits of the Company's operating conditions and facillties, and the reasonableness of

the 
'lrlGS's 

nomination as determined soiely Uyine Company, the Company wlll elther conflrm, ln total

Jr in part, or reject the NGS's local gas volirm-e nomtnat'ion. 
-Confirmed 

local gas volumes will be

posted on the Company's Electronic Nominations System.

Conflrmed nomlnatlons wlll become effective on the date specified In the NGS's nomlnatlon and will

remaln in force until the last day of the current calendar month, unless superseded.by.a. subsequent 
.

iocaigai volume nominatlon, Nominatlon procedures providad for In thls section shall be superseded

by naiural gas industry standards promulgated by FERC (i,e., GISB standards),

__(a)
On system sterage velumes requested te be irteeted er withdrawn fer theNGS'6 a€€eunt shall be

nem+irrated+eah& ed+n+h+B€e€tisn€ndlfi+he

@rag€fr€vi€iW
l+emhatiens ar+ts betransmltte*te the Gempany by the Gempanfs+teetrenl€+lomina{ien€€yst€m
and-are to$e reeeive+by the Company by thd daieeand tirnes spe€lfied in the €empanyle ealendat

@;.ded+em+rnd te iimer whi6h-{ea
+teminatief,s-Sysbm=

Neminatien+rnusF€enfermr ln eenbnt and formahwi+h+he €empany's sp@
stoFage+elum€.nerninations- whieh shall+eludei aFa minimum+ the NeS'g namei+h€+leSb€eP4paFy

e+S+StAF+n+tne-name-and-{dlephehe-number€f +he+lc€lelqohinaHens+ontaeh
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PEOPLES NATURAL GAS COMPANY LLC

RATE NP.l
NON.PRIORITY ONE POOLING SERVICE

3!. Nomlnation Procedures (contlnued)

ISSUED: +$n+Srt0++

PROFORMA TO GAS-PA PUC NO, S.2
. FIRST REVISED PAGE NO.33

CANCELLING ORIGINAL PAGE NO,33

ehall be euperseded by naturalgae industry€tandards prernulgated-bfFERG (f€,i GISB Etandarde)'

The maxirnum awreunLof€as in+tarage 4e NGS may hav+in their Beel is equal te ene twelfth (C)

i ese-etnen*ise-ag+e€+

N omi n atio n of Po ol -to-Pool Vol u mes

All Pool-to-Pool Volumes received for the NGS's account shall be nominated to the Company In

advance accordlng to th'e procedurcs outllned in this Section.

A Non Prlority-One Pool may transbr volumes to another.Non Priority-One Pool or Priority-One

Pool(C) that-balances on the same basls, A Non-Prlorlty One pool may also lrang.fej ?Jorgge
inveritory volumes to any Prlorlty-One pool after the end of the babndar month duiiri$ the four'day

lmbalance tradlng perlod.

Nomlnatlons are to be hansmltted to the Company by the Company's Electronic Nomlnatlons System

and are to be received by the Company Oy tne Oaies'and tlmes specified ln the Comp3ny's Calendar

of Nomlnatlons, as ameided from iimetoilme, whlch is avallable on the Company's Electronic

Nominatlons System,

Nominations must conform, In content and format, with the Company's specifications for Pool'to'Pool

Volume nomlnations, whlch shall include, at a mlnlmum: the Company's name; the Company's

company contract number; requested daily Pool-to-PoolVolume; source of Pool-to'PoolVolumes

1t-oc'at nL. Produced, Pa, produced vla Int-erstate, or Interstate),.name and the Company.conhact

numner of lhe Company from whom the Company plans to receive supply, the name and telephone

number of the NGS s nominatlons contact, and confirmatlon from the other NGS.

Sublect to the limlts of the Company'd oirerating conditions and facilltles, and the reasonableness of

ttre ilCS's nomination as determlned sot'ety ny the Company, the Company wlllelther c91tlrm, in total

or in part, or reject the NGS's Pool-to-Pool Volume nomination. Confirmed Pool'to-Pool Volumes wlll

Oe p<lstei on the Company's Electronic Nominations System. Nomlnation procedufn provlded for In

thls sec1on shall be superieded by natural gas Industry standards promulgated by FERC (1.e.' GISB

standards).

Conflimed nomlnatlons will become effectlve on the date specified In the NGS's nomlnatlon and wlll

remain ln force until the last day of the current calendar month, unless superseded by a subsequent

Pool-to-Pool Volume nbminatlon.

EFFECTIVE: Jsnea€r+gq+
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PEOPLES NATURAL GAS COMPANY LLC PROFORMATO GAS-PA PUC NO. S.2
FIRST REVTSED PAGE NO.34 .

CANCELLING ORTGINAL PAGE NO.34

RATE NON.PRIORITY ONE
NON-I'R|ORTTJ_O NE POO LING SERVICE

'Terms and Conditions for Non-Priorlty gne P99l Acegs-s tq BB&A S+€+as€

Volumes€asaeitv (Cl

AVAILABTLTTY
The Compa{ly will make available for nurchase by t+Non'Priority One poolqafnecdCiti€n+-lg)
eestr€e€ffijectio6t€f,ag rage-€apasity+BB&AlQ)
G€pa€ltyljydgftg-used by the Company to provlde balanclng, banklng and advancing servlces
("BB&A") for Non-Priority One custorners,

+he-availabilltyef+ueneapaeftV+nafi+++i@ge€nly€nd-shalt+ei+ndude (g)
etf systern-pipeline st€rage eapaelty used by the-Gempany t€ prevlde BB&A'servlee€r

The Comnany will purchase BB&A volumes based on the Summer Period sched.ulp s$ forth bel.ow,

he Company at the fhst of the month Domipion=Transmlsslon
In /ni.rde-fER0js Oas Markef Repoft. The Corypany-wllleell

Ceiforttr UetoW. Suctr montnV votumes shall be sold to

Non-Prlorltv One ngols at a price equql!o-$e sum of:

costs shall be based_on the Company's ictual short{erm de-bt cost rate rate-ef+etum

uee*$erre
g. Any applloable interstate pipeline volumsltric. charges and fuel assoclated with the

deliverv o[any BB&A volumes to the Company's system'

All of t[e revenues gener:ated by the sale of BB&A oas to the Non-Priorlty One pools shall b9. (C)

credited to rateoavers through the'1307(f) mechanlsln.

The velumeamoun'!of BB&A volumes€apaeity to be made available for purchasg.by.+o each . - (C)

Non-Priority One poolwill be deiermined based on the percentage of annualvolumes served by each

Non-Priorlty One fool to total annualvolumes served bi all Non-prlorlty One pools, baseg.on
February birslnesb of each year. The Gompany will inf6rm each Non-Priorlty One pool of its

allocation of BB&A volumes avail.able"for purchaseeapaeity no later than nine business days - (G)

before the end of VtaiCn anO eaotr trton-prtority One pool rirust inform lhe Company of the amount of

BB&A Volumes to be purqhasedstera@, up to 100 percentgltg-9.llocale!-(g)
volumes, no later ttran iix buCiness diys before the end of Maroh. Any BB&A volumes€aqaeiV LC),

not accepteO for purchase by a Non-Piiority One pool shall be utillzed by the Compqny. ?nS 
will.not be

madeav'a|]abtetootneirlon-Priorityonepoo|st|rroughoutthe
winter season. The amount ot gg&A yqlureScter€ge€apaeity accepted by a Non-Prlority0nelG)
poot snan be final for the ensulng s{.erage.winter periodyear and shall fix the volume of BB&A to (C)

be purchase.deafiraeity+vailable{e and which the Non-Priorlty One pool is obligated to utllize (Q-)

thtoughotrt the entire ln@ period. (C)

ISSUED: XX/XX/XX - EFFECTIVE: XX/XXXX
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PEOPLES NATUR/AL GAS COMPANY LLC PROFORMAJO GAS-PA PUC NO, S:2
oRIGINAL PAGE NO.34A

4.Terms and Conditions fof-Non-E$orltv One Pool Access to BB&A Volumes Steraq+€a€aelty
(cont,) (Gl

SUMMERPERIODINJEeHoNSPURCHASE , . , : (ql
wittue@(c-)

OV tfre Cornpanv accordlng to the following schedule, wlth dailyinjeetie+pUrehase.volumes In a (Q)

liven monili deiermlned Oy OivlOlng the monthly amount by the number of days in. the month:

April and October - 1t12th of allocated'BB&A volumoseapaei$
M'ay - September - 1/6th of allocated'BB&A yqlgrett€apa€i+y

wlNren peRloo wt+gErRAwAtsseLe . (G)

Se-inventery sh.all be-1s} 
.

@ovitrecompaniaccorbingtothofollowingschedu|o,withda||y{0)
withdfawalvolumes In a given month de'terniined Oy diviOing the monthly amount by the number of
days In the month:

Novomber - I percent of allocatod BB&A volumes@er€*sef the

eu+rent€alenCaFye€r
December - lT percent of allocated BB&A volumes

cu#ent€alend€++ea#
January - 27 porcent of allocated BBM volumes

""-'F#il;,y' -'--' Ztporcent of @@tef+he
p*ereatengaeyear

March - 20 porcont ol allocated BB&A volumes
pi€r€al€ndar+€ar

{ee*in+t€d.}
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PEOPLES NATURAL GAS COMPANY LLC PROFORMA TO GAS*PA PUC NO. S.2
SECOND REVISED PAGE NO.36

CANCELLING FIRST REVISED PAGE NO.35

RATE NON.PRIORITY ONE
NON-fBlORlrY ONE POOLING qERVICE

3. Terms and Conditions-fgr Non-Prlorltv One Pool Access to FB&A Steraee Volumes0affielt#
(contlnued) (Cl

OTHER PROVISIONS.

Annual Lg,vel-of BB&AGapaeityVolumes to be Made Available for Purchase , (C)

6n an ongoing annuil basis, the Company shall revlew the total level of BB&A volumes9aqgsfty (g)
made avat-lable for sale to Non-Priority On-e pools and, based on changes in the total annual volumes

served by all Non-Priority One pools, may revise from year to year the total level of avallable BB&A

volgnsgapaelty, nny [ropos6O revisions to.the totalievel of'BB&Ayqluaeg€apa€ity shall be (G)

iaflected tnine Compiny's.annual 1307(0 fillngs and will be determined by multlplying a factor of
46.70/o times forecasted January Non-Priority One transportation usage, The Company shall, for a
period of three years, notify active Non-Prioiity One suppllers of any proposed revislon to the total

ievel of BB&A volumeseapaeity at the tlme of any annual 1307(f) filing contalnlng such a revision.

Monthlv Balancing Provislons
ne&A oas volumes ourcltasA@ wlll be considered as part of tll! (g)
MonnyAv'dllaUte votumGs'ryi (A)

miee$n+enA-+vitl+rawae alelwill-have the priority immediately following pay-back of prlor month(9)

advanced and banked volumes.

All Suppller Tariff provislons shall apply to Non-Prlorlty One pool access to BB&A volumesete{€ge-(C)

eapaet+V+nA+veqtery u n less otherwise modifi ed herei n,

9+. €
Any dlfference between the customers'Aggregate Monthly Consumption Volume and the total Monthly

Available Volumes shall be subjeet to monthly balancing.

Negative Monthly lmbalance - The negative lmbalance volume willbe sold by the.Company at a
prlde equal to th6 highest monthly price of gas purchased by the Company, excluding the value of
gas witlidrawn fromltorage, plus the firm tiansportaton charges to bring the gas to the

Company's system, adjusted'br shrinkage on Dominion Transmission, lnc and the Company and

multlplieil by the appllcable Prlce Multiplier set forth below. Volumes sold by the Company are

subject to appllcable taxes.

Positlve Monthly lmbalance - The posltive imbalance volume will be purchased by the Company at

a price uslng thb lovvest monthly piice of gas purchased by the Gompany, excludlng the value of
gds withdrawn from storage, ptus the firrntransportation charges to bring the gas to.the
dompany's system, adJusted'for slirlnkage on Dominion Transmisslon, Inc. and multiplied by the

appllcable Prlce Multlpller set forth below.

-ri/onthty 
tmbatance percentass Hf;3:tffi'l'Tf3"tt'

Over 3.5% up to and lncludlng 10% 1.1

Over 10% 1.2

Positive lmbalance
Prlce MultlplieJ.

0.9
0.8

ISSUED: DeeembeFgH0l+ EFFECTIVE: Pegr$aFY+@+3
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PEOPLES NATURALGAS COMPANY LLC PROFORMATO GA$_PA PUC NO. S.2
SECOND REVISED PAGE NO.35A

CANCELLING FTRST REVISED AND ORIGINAL PAGE NO.35A

RATE NON-PRIORITY ONE
NON-PRIORIry ONE POOLING SERVICE

0s.

No later than llve days prlor to the end of each month, the Pool Operator will provide the Company
with lts local gas nominatlon for the following month, The Company shall determine the
reasonableness of the Pool Operator's locaigas nomfnation and will elther conflrm, ln total or In part,

or reJect the Pool Operator's local gas nomlnatlon within two buslness days after receipt of the

nominatlon, Once the Pool Operator and the Company agree on the local gas production nomlnatlon,

the agreed upon volumes will be the confirmed volumes used for reconclling local gas nominatlons
and actual productlon, Confirmed local gas volume nomlnatlons wlll be credited to Pool Operator's
account on the date speclfled in the Pool Operatofs nomlnatlon. When actual localgas volumes
delivered to the Company are knovur, any discrepancles between actual and confirmed local gas Ie)
volumes wlll be reconciled In the flrst full calendar month following the determination of actual loel gas

volumes (the "AdJustment Month").

The volumetrlc dlscrepancy between the actual produced local gas volumes and the nominated local
gas volumes will be reconciled In the AdJustment Month by adJusting the Pool Operato/s Monthly

Avallable Volume in the AdJustment Month by an amount equalto the volumetrlc dlscrepancy,

Local gas volumes supplted from a Local Gas Aggregation Pool are not subject to thls reconclliatlon.

sIETAEE
Poollng Fee

(c)

Pool-to-Pool
Transfer Fee:

lmbalance
Tradlng Fee:

ISSUED : Sep+embeF2ff++2

$0.0436 pooling charge per 1,000 cubic. feet (mcf) for each mcf dellvered Into a (Q"pool
each month su6ject to ahinlmum charge of $800.00 per month, Pool Operatorsthat
operate more than one Non-Prlority One Poolwill only be subject lo a slngle mlnlmum
charge of $800 per month, except that the pooling charge shall only be assessed to the
pool whlch receives gas via a pool-to-pool transfer and shall not be assessed to the pool

which supplles gas in a poolto-pool transfer and/or an lmbalance trade.

$0.04 per 1,000 cubic feet (mcf) up to a maxlmum amount of $100 per transactlon

assessed to the pool which supplies volumes of gas to another pool balancing on the

same basis, either daily or monthly. Pool-to.Pool Transfers occurring during a calendat
month may be nominaied at any time during the calendar month but no later than by 5:00
p,m. on the second buslness day of the followlng calendar month'

$0,04 per 1,000 cublc feet (mcf) up to a maximum of $100 per transaction charged to {€)
the pobl whlch suppltes volumes of gas to another Non-Priority One pool or Priority'One
pool that balances on the same basls, These fees shall also apply to the pool that
iransfers storage inventory volumes to a Priority-One pool bfter the end of the calendar
month. lmbalance trades must be nominated by 5:00 p.m. on the fourth full business day

after the Company provides actual consumption volumes to the Pool Operator.

EFFECTIVE: eetebe+qr+€44



Appendix E

54of g

PEOPLES NATURAL GAS COMPANY LLC PROFORMA TO GAS-PA PUC NO, S.2
ORIGINAL PAGE NO.36

RATE LGA
LOCAL GAS AGGREGATION SERVICE

AVAILABILITY _ _ (C)

Service under thls rate schedule is available to any Aggregator who has entered into a Local Gas
Aggregation Agreement wlth the Company and demonstrates to the Company's satisfaction that it has
met the Company's creditworthlness standards and bonding requlrments.

The locally produced gas nominated out of the Local Gas Aggregation Pool wlll be balanced monthly with
actual produc{ion delivered into the Co , (C)

RULES AND CONDITIONS

{. Points of Receipt

ooiht where gas ls dellvered Into the Company's system, The Aggregator wlll pay for any (C)

investment costs required to receive gas into the Company's system at agreed-upon transportation
gas recelpt polnts. The Company will own and maintaln each natural gas connedlon's tapplng tee or
pipe and valve.

2. Nomlnatign of Aqqreqated Productlon

ISSUED: Oe+eber28rA04{} EFFEGTIVE: Jus€40'9e14

{e)

(c)

No later than five days prlor to the end of each month, the Aggregator wlll provlde the Company with.
its local gas aggregatlon nominatlon for the metering stations identified in the agreementil-glhel-(g)
polnt of interconnegtion into the Company's svstem. The Company shall determine the ---(Cl
reasonableness of the Aggregator's locaigas aggregation nominatlon and will either confirm, in total or

in part, or reject the Aggregator's nomlnatlbn within two buslness days after recelpt of the nomination.

Orice the Agigregator inO ttre Company agree on the local gas aggregation nomination, the agread

upon volumes will be the confirmed volumes used for reconciling local gas norninatlons and actual
production, The Aggregator may change its local gas aggregation nomination during the month in
accordance wlth the Company's Operating Rules for Local Gas Aggregation Servlce, The Company
may, at its disoetion, ask fcr additionalJustification for any nomination, which may result in an

adJustme.nt to the nomination,

.Nominations are to be transmitted to the Company's Electronic Nominatlons System and are to be

received by the Company by the dates and tlmos speclffed in the Company's Calendar of
Nomlnations, as amended from time to tlme, which is avallable on the Company's Electronic
Nomlnatlons System, Nomlnatlons must conform, ln content and format, wtth the Company's
speclflcatlons whlch shall include, at a mlnlmum, the Aggregator's name; contract number;lequested
dally localgas volume to be received; and the name and telephone number of the Aggregatofs
nominations contact,

3. Reconciliation of Aqoreqatlon Volumes

Confirmed local gas aggregatlon nomlnations wlll be credlted to the Aggregator's account on the date'
speclfied in the Aggregatorts nomination. When actual local gas aggregation volumes dellvered (C)

into the Companf.s systern are loown, any discrepancles between actual and localgas . (C),

aggregation nominations wlll be reconcileci, In the flrst full calendar month followlng the determlna.tlon
of actual local gas aggregation volumes (the "Adjustment Month").

The volumetrlc discrepancy beiween the actual local gas aggregation volumes and the local gas

aggregatlon nomlnations will be reconciled In the AdJustment Month by adJusting the aggregator's
monthly avallable volume in the adjuslment month,
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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
Public Convenience (1) to Transfer All of the Issued and
Outstanding Limited Liability Company Membership
Interest of Equitable Gas Company, LLC to 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 Affrliates 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 Peoples Natural Gas Company LLC.

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

APPENDIX F

Docket Nos. A-201 3-2353647
A-20t3-2353649
A-20t3-2353651
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Michael W. Gang (I.D.# 25670)
Michael W. Hassell, Esquire (I.D. 34851)
Christopher T. Wright (I.D.# 203412)
Post & Schell, P.C.
l7 North Second Street
12th Floor
Harrisburg, PA 1 71 01 -1 601

Phone: 717.731.1970
Fax: 717.731.1985
E-mail: mgang@postschell.com
E-mail : mhassell@postschell.com
E-mail: cwright@postschell.com

Counsel for Peoples Natural Gas Company
LLC and Peoples TWP LLC

John F. Povilaitis (I.D.# 28944)
Alan M. Seltzer (I.D.# 27890)
Buchanan Ingersoll & Rooney PC
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I. INTRODUCTION AND BACKGROUND

Peoples Natural Gas Company LLC ("Peoples"), Peoples TWP LLC ("Peoples TWP"),

and Equitable Gas Company, LLC ("Equitable") (hereinafter, collectively the o'Joint

Applicants") hereby file this Statement in Support of the Joint Petition for Approval of Non-

Unanimous Settlement ("Settlement") in the above-captioned Joint Application proceeding

requesting all necessary approvals authorizing and approving: (1) the transfer of l00o/o of the

issued and outstanding limited liability company membership interests in Equitable, an indirect

subsidiary of EQT Corporation ("EQT"),t to PNG Companies LLC ("PNG"),t * indirect

subsidiary of SteelRiver Infrastructure Fund North America LP ("SRIFNA");' (2) the merger of

Equitable with Peoples, a wholly-owned subsidiary of PNG, and the operation of Equitable as an

operating division of PNG; (3) the transfer of certain storage and transmission assets of Peoples

to EQT; (a) the transfer of certain assets and/or the exchange of certain services between EQT

and Equitable; (5) certain PNG ownership changes associated with the transaction;a 1q the

I Unless otherwise specified herein, all references to "EQT" shall be deemed to also include all of its subsidiaries
and affiliates.
2 PNG is a limited liability company organized, validly existing, and in good standing uirder the laws of Delaware.
PNG directly owns a 100% interest in Peoples. (Joint Applicants Exhibit MKO-I, p. l0)
3 SteelRiver Infrastructure Associates LLC, the general partner of SRIFNA, and its affiliated investment
management entities (collectively "SteelRiver") manage infrastructure investments throughout North America.
SRIFNA is an independent investment fund specializing in infrastructure assets. LDC Funding LLC ("LDC
Funding") is a Delaware limited liability company and a wholly-owned direct subsidiary of SRIFNA. LDC Funding
directly owrs a 100% interest in LDC Holdings LLC ("Holdings"), which in turn owns a 100% interest in PNG.
LDC Funding also directly owns a l00o/o interest in LDC Holdings II LLC ("Holdings II"), which in turn owns a

100% interest in Peoples TWP. (Joint Applicants Exhibit MKO-I, p. 9-l l).
o The financing for the Transaction will come from new SteelRiver managed funds, which will be accomplished
through a two-step process. (Joint Applicants St. l-S, pp. 2-3) This will require the creation of a new indirect
parent of Peoples and Peoples TWP. Upon closing of the Transaction, SRIFNA will transfer its interest in LDC
Funding to a newly created LDC Ventures LLC ("LDC Ventures"). A newly created SteelRiver managed fund,
SteelRiver LDC Investments LP ("SRLDCI"), will own 27o/o of LDC Ventures and the remaining 73% interest will
be owned by a new intervening entity, LDCV Holdco LLC ("LDCV Holdco"). In turn, approximately 24Yo of
LDCV Holdco will be owned by a second new SteelRiver managed fund with the remaining approximately 76%
interest in LDCV Holdco owned by SRIFNA. As a result, upon closing SRIFNA will indirectly maintain the largest
voting interest (approximately 55%) in LDC Funding and all of its indirect wholly-owned subsidiaries, including
Peoples (and its Equitable division after the acquisition) and Peoples TWP. (Joint Applicants St. l, pp. 12-13; Joint
Applicants St. l-S, pp.2-3)
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associated gas capacity, storage, interconnects, leases, and supply service agreements among

Peoples, Peoples TWP, Equitable, and/or EQT set forth in the Joint Application; and (7) certain

changes in Peoples' tariff necessary to carry out the transactions (hereinafter, collectively the

"Transaction"). (See Joint Applicants Exhibit MKO-I)

Peoples is a limited liability company formed under the laws of the Commonwealth of

Pennsylvania for the purpose of providing natural gas transmission, distribution, and supplier of

last resort services subject to the Pennsylvania Public Utility Commission's ("Commission")

regulatory jurisdiction. Peoples is a wholly-owned subsidiary of PNG, which is an indirect

subsidiary of SRIFNA.s Peoples is a "public utility" and a "natural gas distribution company" as

those terms are defined in Code Sections 102 and 2202 66 Pa.C.S. $$ 102, 2202. Peoples

provides natural gas services to approximately 360,000 customers throughout its certificated

territory, which includes all or portions of the following Pennsylvania counties: Allegheny,

Armstrong, Beaver, Blair, Butler, Cambria, Clarion, Fayette, Greene, Indiana, Lawtence,

Mercer, Somerset, Venango, Washington, and Westmoreland. (Joint Applicants Exhibit MKO-

I,pp.6-7)

Peoples TWP is a limited liability company formed under the laws of the Commonwealth

of Pennsylvania for the purpose of providing natural gas transmission, distribution, and supplier

of last resort services subject to the Commission's regulatory jurisdiction. Peoples TWP is a

wholly-owned subsidiary of LDC Holdings II, which is an indirect subsidiary of SRIFNA.6

t On February 1,2010, PNG closed on its purchase of all of the issued and outstanding shares of capital stock of
Peoples, which acquisition was approved by the Commission. Joint Applicationfor Approval of the Transfer of the
Issued and Outstanding Shares of Capital Stock of the Peoples Natural Gas Company, Docket No. 4-2008-2063737
(November 19,2009).
6 On May 24,2011, LDC Holdings II closed on its purchase of all of the issued and outstanding shares of capital
stock of TWP, which acquisition was approved by the Commission. Joint Application of T.W. Phillips Gas and Oil
Company, TWP INC., and LDC Holdings II LLC for approval of a change of control of T.W. Phillips and Oil

(Continued on next page...)
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Peoples TWP is a "public utility" and a oonatural gas distribution company" as those terms are

defined in Code Sections 102 and2202,66 Pa.C.S. $$ 102, 2202. Peoples TWP provides natural

gas services to approximately 60,300 customers throughout its service territory, which includes

all or portions of the following Pennsylvania counties: Allegheny, Armstrong, Beaver, Butler,

Cambria, Clarion, Clearfield, Indiana, Jefferson, and Westmoreland. (Joint Applicants Exhibit

MKO-I, pp. 7-8)

Equitable is a limited liability company formed under the laws of the Commonwealth of

Pennsylvania for the purpose of providing natural gas transmission, distribution, and supplier of

last resort services subject to the Commission's regulatory jurisdiction.T Equitable is a direct,

wholly-owned subsidiary of Distribution Holdco,LLC ("Holdco"), which, in turn, is a wholly-

owned subsidiary of EQT Corporation. Equitable is a "public utility" and a "natural gas

distribution company" as those terms are defined in Code Sections 102 and 2202,66 Pa.C.S.

$$ 102, 2202. Equitable provides natural gas services to approximately 260,000 customers

throughout its Pennsylvania certificated territory, which includes all or portions of the following

Pennsylvania counties: Allegheny, Armstrong, Beaver, Butler, Clarion, Greene, Indiana,

Jefferson, Washington, and Westmoreland. (Joint Applicants Exhibit MKO-I, pp. 8-9)

On March 19, 2013, the Joint Applicants jointly filed the above-reference Joint

Application with the Commission. The following parties either protested the Joint Application

or intervened in the proceeding: the Bureau of Investigation and Enforcement ("I&E') of the

Commission; the Office of Consumer Advocate (.'OCA"); the Office of Small Business

(...continued from previous page)
Company from TWP INC. to LDC Holdings II LLC, an indirect subsidiary of SteelRiver Infrastructure Fund North
America LP, Docket No. A-2010-2210326 (May 23,201I).
7 Equitable was a regulated operating division of Equitable Resources, Inc., prior to a holding company
reorganization approved by the Commission at Docket No. ,4-121100F0006, which became effective July l, 2008.
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Advocate ("OSBA"); Pennsylvania Independent Oil and Gas Association ("PIOGA"); Dominion

Retail, Inc. and Interstate Gas Supply, Inc. (collectively "NGS Parties"); Utility Workers Union

of America, Local 666 ("UWUA"); The Pennsylvania State University ("PSU"); Snyder

Brothers, Inc.; United Steelworkers International Union, Local 12050 ("Steelworkers");

Intemational Brotherhood of Electrical Workers, Local 1956 ("IBEW'); Peoples-Equitable

Merger Intervenors ("PEMI"); United States Steel Corporation ("US Steel"); and Citizens for

Pennsylvania Future (o'PennFuture").8

The active parties engaged in extensive discovery, held numerous settlement conferences,

and exchanged numerous settlement proposals and counter-proposals. As a result of these

conferences and efforts, a settlement in principle was reached by and among the Joint

Applicants, I&E, OCA, OSBA, PIOGA, NGS Parties, Snyder Brothers, and US Steel

(hereinafter the "Signatory Parties").e PennFuture was the only active party that did not join the

settlement in principle.lo

Concurrent with their respective Statements in Support, the Signatory Parties filed the

Settlement. Peoples and Peoples TWP submit that the Transaction described in the Joint

Applicant, subject to the terms and conditions contained in the Settlement, will affirmatively

promote the public interest in a substantial way, as required by City of Yorkv. Pa. PUC,449 Pa.

136, 295 A.zd 825 (1972), and also satisfies the ten public interest considerations that the

Commission set forth in its Order in Application of Penn Estates Utilities, Inc., Docket No. A-

8 The procedural history for this matter is set forth in Section II of the Settlement, which is incorporated herein.
e PSU, PEMI, UWUA, IBEW, and United Steelworkers are not parties to the Settlement but have indicated that they
do not object to the Settlement.
to PennFuture's issues were fully litigated and will be addressed in accordance with the briefing schedule adopted in
this matter.

4
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210072F0003, et al. (Oct. 2, 2006) (regarding factors to be considered in acquisitions by

investment funds).

Further, as required by Section 2210(a)(l) of the Natural Gas Choice and Competition

Act, 66 Pa.C.S. $ 2210(a)(1), the Transaction, subject to the terms and conditions contained in

the Settlement, will not result in any anti-competitive or discriminatory conduct, including

unlawful exercise of market power in the retail natural gas supply market. In addition, as

required by Section 2210(a)(2) of the Natural Gas Choice and Competition Act, 66 Pa.C.S. $

2210(a)(2), the Transaction, subject to the terms and conditions contained in the Settlement, will

not produce any unreasonable adverse effect on the employees of Joint Applicants or on any

authorized collective bargaining agent representing those employees.

Finally, the associated gas capacity, storage, interconnects, leases, and supply service

agreements among Peoples, Peoples TWP, Equitable, and/or EQT set forth in the Joint

Application, and as modified by the terms of the Settlement, are necessary to facilitate the

transition of ownership and to secure sufficient capacity to meet existing and future customer

demand of Peoples, Peoples TWP, and Equitable following the close of the Transaction.

Therefore, these agreements, as modified by the terms of the Settlement, should be approved

pursuant to Sections 1317(d), 2102(a), and2204(eXa) of the Public Utility Code, 66 Pa.C.S. $$

I 3 1 7(d), 2102(a), and 220a@)@\

The Settlement, if approved, will resolve all of the issues raised by the Signatory Parties

in this proceeding. Given the diverse interests of the Signatory Parties and the active role they

have taken in this proceeding, the fact that they have resolved their respective issues in this

proceeding, in and of itself, provides strong evidence that the Settlement is reasonable and in the

public interest, particularly. The Settlement was achieved only after a comprehensive



APPENDIX F

investigation of the transactions proposed in the Joint Application. In addition to informal

discovery, the Joint Applicants responded to hundreds of formal discovery requests, many of

which had multiple subparts. The active parties to the proceeding served six rounds of

testimony, including the Joint Applicants' direct testimony, the Joint Applicants' supplemental

direct testimony, other parties' direct testimony, rebuttal testimony, surrebuttal testimony, and

rejoinder outlines. The Signatory Parties participated in numerous settlement discussions and

formal negotiations, which ultimately led to the Settlement. Finally, the Signatory Parties in this

proceeding, and their counsel, have considerable experience in acquisition proceedings. Their

knowledge, experience, and ability to evaluate the strengths and weaknesses of their litigation

positions provided a strong base upon which to build a consensus in this proceeding on the

settled issues.

The Settlement reflects a earefully balanced compromise of the interests of the Joint

Applicants, their customers, and the Signatory Parties. For the reasons more fully explained

below, the Transaction as modified by the Settlement is in the best interest of and will produce

substantial benefits for the Joint Applicants and their customers. Therefore, the Joint Applicants

respectfully request that the Honorable Administrative Law Judge Mark A. Hoyer ("ALJ")

recommend that the Commission approve, ild that the Commission approve, the Joint

Application subject to the terms and conditions contained in the Settlement, without

modification. Joint Applicants submit this Statement in Support to explain the numerous reasons

that support these conclusions.

il. COMMISSION POLICY FAVORS SETTLEMENT

Commission policy promotes settlements. See 52 Pa. Code $ 5.231. Settlements lessen

the time and expense that parties must expend litigating a case and, at the same time, conserve

6
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precious administrative resources. The Commission has indicated that settlement results are

often preferable to those achieved at the conclusion of a fully litigated proceeding. See 52 Pa.

Code $ 69.401. In order to accept a settlement, the Commission must first determine that the

proposed terms and conditions are in the public interest. Pa. PUC v. York Water Co., Docket

No. R-00049165 (Oct. 4,2004); Pa. PUC v. C.S. Water and Sewer Assocs.,74 Pa. P.U.C. 767

(1991). For the following reasons, the Joint Applicants believe that the Transaction, as modified

by the Settlement, is just, reasonable, and in the public interest and, therefore, should be

approved without modifi cation.

III. THE TRANSACTION IS IN THE PUBLIC INTEREST AND WILL BENEFIT
THE PUBLIC IN SUBSTANTIAL WAYS

The Commission may issue a certificate of public convenience upon a finding that "the

granting of such certificate is necessary or proper for the service, accommodation, convenience,

or safety of the public." 66 Pa.C.S. $ 1103(a). This standard requires the Commission to find

that the Transaction will "affirmatively promote the service, accofilmodation, convenience, or

safety of the public in some substantial way." City of York v. Pa. PUC, 449 Pa. 136, I51,295

A.2d825,828 (1972).rr Peoples and Peoples TWP submit that all criteria necessary for approval

of the Transaction pursuant to the Public Utility Code have been met, and that the Transaction

will benefit the Joint Applicants' customers, employees, and the communities they serve.

tt The "substantial public interesf'standard is satisfied by a simple preponderance ofthe evidence ofbenefits, and
such burden can be met by showing a likelihood or probability of public benefits that need not be quantified or
guaranteed. PopowslE v. Pa. PUC, 594 Pa.583, 61 1,937 A.2d 1040, 1057 Q007). Further, the substantial public
benefit test does not require that every customer receive a benefit from the Proposed Transaction. Id., at 617-18,
937 A.2dat 1061.

7
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A. THE REALIGNMENT OF ASSETS AND BUSINESSES WILL PRODUCE
SUBSTANTIAL PUBLIC BENEF'ITS FOR CUSTOMERS

At the Closing of the Transaction (the "Closing"), Equitable will be merged into Peoples,

with Peoples as the surviving entrty and Equitable initially operated as a new separate operating

division of Peoples. (Joint Applicants Statement No. 2, p. 12) The Transaction provides for (1)

the payment of cash (including investments by Peoples in assets to be transferred from Peoples

to EQT); (2) the transfer of certain assets by Peoples to EQT, (3) the exchange of certain assets

between EQT and Equitable; and (a) certain other supply, capacity, interconnect, and service

agreements. (Joint Applicants Statement No. 2, pp.12-13) The Transaction is designed to better

align PNG and EQT with their respective principle business activities. The Transaction will

allow Peoples to focus on state regulated distribution of natural gas to its customers. It also will

allow EQT to focus on the exploration, production, storage, gathering, and transportation of

natural gas.

As part of the Transaction, Peoples will transfer certain transmission pipeline and storage

assets to EQT, which will be owned by Allegheny Valley Connector, LLC ("AVC" or the "AVC

pipeline") and operated by Equitrans, L.P. (Joint Applicants Ex. MKO-I, Appendix A, Exhibit

A; Joint Applicants Statement No. 3-R, p. 4) Similarly, the EQT Asset Exchange Agreement, as

modified by the terms of the Settlement, provides for the transfer of various assets between

certain EQT entities in order to realign those assets consistent with the goal of providing

Equitable with the assets needed to focus on continuing to provide distribution services in a safe,

reliable and cost-effective manner, while transferring from Equitable those assets that are not

needed for that purpose. (Joint Applicants Ex. MKO-I, Appendix A, Ex. L; Settlement fl 95)

EQT, with the pipeline and storage assets acquired from Peoples and the transfer of its

distribution business to PNG, will be focused primarily on transportation, storage, exploration,
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gathering, and production activities. The transferred assets will be used by EQT to serve the

Peoples' system and to move more local production to the interstate market, which will

encourage local production and improve competition by providing access to additional sources of

local natural gas. This re-alignment of business interest is consistent with the goals of EQT's

public shareholders interested in investment in such activities. (Joint Applicants Statement No.

3, pp. 9-10)

By re-aligning PNG's and EQT's assets and businesses with their respective principle

business interest, the Transaction will permit Peoples to achieve the following substantial

affirmative benefits: (l) a unique opportunity to avoid capital costs by avoiding duplicative

replacement of overlapping cast iron and bare steel mains owned by Peoples; (2) the opporfunity

to achieve significant operational and management effrciencies; (3) the opportunity to improve

retail supply competition by combining the Peoples and Equitable markets and instituting

uniform policies and practices for supply choice; and (a) the opportunity to expand development

of Pennsylvania natural gas and related infrastructure through a series of supply and capacity

agreements that will increase access to and capacity to use Pennsylvania produced natural gas.

(Joint Applicants Statement No. 2, p. 17) These benefits will be explained below.

1. Avoided Pipeline Replacement Costs

An important substantial affirmative benefit of the Transaction is the avoided capital

costs by combining Peoples and Equitable. Combining the two companies is expected to avoid

replacement of the two companies' overlapping pipeline systems resulting in significant amounts

of avoided capital expenditures that would otherwise be needed to maintain and/or replace

duplicative pipelines. (Joint Applicants Statement No. 2, p. 18)

Presently, there are many miles of duplicative pipelines on the Peoples, Peoples TWP,

and Equitable systems, a significant number of which are located on the same streets. The
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Transaction will help both Peoples and Equitable avoid the need to replace duplicative pipelines.

(Joint Applicants Statement No. 2, p. 18) The estimated avoided pipeline replacement cost is

$162 million. This estimate was prepared and presented on the record by an independent expert

with access to detailed information and maps containing actual pipeline locations, ages and type

of pipeline material, and recent pipeline replacement costs experienced by the Joint Applicants.

In addition, there is approximately $750,000 in current year pipeline extension costs for new or

improved services that can be expected to be avoided. Finally, there are approximately $50,000

in annual leak surveillance costs that can be expected to be avoided as coincidental pipe is

eliminated. (Joint Applicants Statement No. I1,p.4)

The ability to avoid these replacement costs will result in a lower total rate base than

would be the case if the companies were not combined. These savings will reduce the amount of

future rate increases, which is a substantial benefit to the customers of both Peoples and

Equitable. It also will avoid undue inconvenience to the general public by avoiding the

duplicative disruption that would otherwise occur if the companies stay separate. (Joint

Applicants StatementNo.2, p. 19)

In addition, under the terms of the Settlement, Peoples commits to continue its

acceleration of replacing higher risk pipe with a revised focus solely on its distribution and

gathering assets. Peoples will file a revised Long Term Infrastructure Improvement Plan

("LTIIP") that will address how Peoples will avoid the replacement of duplicative pipe following

the merger. Pursuant to the Settlement, this LTIIP will provide for a level of investment for the

Peoples Division for the period 2015 throudh2019 that is consistent in aggregate amount with

the annual average amount of $80 million under Peoples' Commission approved current LTIIP.

Peoples also will accelerate capital expenditures for the Equitable Division from $33 million in

10
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2014 to at least $45 million in2017,2018 and 2019 as evidenced by the filing of a revised LTIIP

or Asset Optimization Plan. (Settlement lTfl 30, 58)

The combination of the avoidance of having to replace duplicative pipe with the

acceleration of pipe replacement will result in both systems becoming more cost efficient, safer

and more reliable at an earlier date.

2. Synerry Savings from Operational and Management Efficiencies

Another substantial affirmative benefit of the Transaction will be the operational and

management efficiencies that are expected to be realized over a transition period by operating

Equitable as a division of Peoples. Peoples will initially operate Peoples' and Equitable's

facilities as separate operating divisions with separate rates. (Joint Applicants St. 2, p. 15) Post-

closing, Peoples will maintain separate accounting for the Peoples Division and Equitable

Division operations sufficient to provide all Commission required financial statements. PNG

also will provide the Commission and statutory parties with reasonable access to the books and

records, offrcers and staff of PNG and its subsidiaries. (Settlement nn $-44) Costs will be

allocated between the Peoples and Equitable Divisions using procedures and factors approved

under Peoples' approved affiliated interest agreements. (Settlement fl 49)

However, Peoples will merge the operations and management of Peoples Division and

Equitable Division upon the closing of the Transaction into a single management and operations

unit. This will allow the utilities to commence the process of eliminating the existing

redundancies and inefficiencies resulting from separate ownership and operation. (Joint

Applicants Statement 2,p. 16) After closing, Peoples will combine accounting, treasury, human

resources, information technology, purchasing, legal, and rates functions for both the Peoples

Division and Equitable Division during a transition process. This will reduce the overall

1l
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management and administrative costs of the merged utilities over time. (Joint Applicants

Statement No. 2, pp. 20-21)

Peoples estimates that the synergy savings from merging the operations and management

of Peoples Division and Equitable Division will be at least $10 to $20 million annually, net of

costs to achieve, and will be achieved in two to four years from Closing of the Transaction.

(Joint Applicants Statement No. 2-R, p. 2l; OCA Statement No. l, p. 26) Therefore, the

Transaction will result in substantial synergy savings for the Peoples and Equitable Divisions

and ultimately will result in lower rates for their customers than would be the case under separate

ownership of the companies.

3. Improved Retail Supply Competition

Under Section 2210(a)(l) of the Public Utility Code, the Commission, in conjunction

with the proper exercise of its authority to approve the acquisition of a natural gas utility, is to

consider whether such transaction is likely to result in anticompetitive or discriminatory conduct,

including unlawful exercise of market power, which will prevent retail customers from obtaining

the benefits of a properly functioning and effectively competitive retail natural gas market. 66

Pa.C.S. $ 2210(a)(l). For the reasons explained below, the Transaction will not result in anti-

competitive or discriminatory conduct in the retail market for natural gas in Pennsylvania. The

Transaction will not have any adverse effect on the retail natural gas market in Pennsylvania. To

the contrary, it will have a positive effect on retail competition.

Under the terms of the Settlement, Peoples will begin a review of the existing

transportation program processes and procedures on Equitable and convene a collaborative,

which will include all interested stakeholders, within 12 months following Closing to develop a

strategy to promote retail supply competition in the combined Peoples/Equitable service areas.

Peoples further agrees to a target filing date of possible tariff changes resulting from this

t2
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collaborative within three months following the date the collaborative is convened. (Settlement

flfl 77, 88)

Although Equitable and Peoples both have active natural gas suppliers ("NGSs") serving

customers on their systems, competition has been more robust on Peoples' system than on

Equitable's system. Under the terms of the Settlement, Peoples agrees to implement the

transportation policies and procedures that have permitted Peoples to encourage retail supply

competition. Within six months following Closing, Peoples will implement an Energy Choice

outreach program for Equitable customers and begin using the Peoples' Electronic Data

Transfer/Electronic Bulletin BoardA.{ominations System and related processes. (Settlement fl 89)

Under the Settlement, within 30 days following Closing, Peoples will provide Aged

Receivables reporting on behalf of suppliers that are receiving commodity billing services from

the Peoples Division. (Settlement fl 90) Peoples also will, within one year of the date of

Closing, review and seek to revise the Purchase of Receivables program of Equitable and take

steps necessary to make it consistent in design and rate structure with that of the Peoples

Division. (Settlement fl 92)

Also, within 6 months of approval of the Settlement, Peoples will convene a collaborative

to include input of interested stakeholders, to discuss all aspects of a proposed new and moving

customer referral program within 12 months of Closing. (Settlement fl 91) A new and moving

customer program is intended to alert new and moving customers of their opportunity to choose

a retail supplier and facilitate that process when they contact the company to establish service.

This program is consistent with the Commission's recently completed Investigation into

Pennsylvania's Retail Electricity Market at Docket No. I-2011-2237952, as well as the

Commission's recently announced investigation concerning retail natural gas competition.

t3
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Investigation of Pennsylvonia's Retail Natural Gas Supply Market, Docket No. I-2013 -2381742

(Sept. 12,2013)

Finally, under the terms of the Settlement, Peoples and EQT have agreed to certain

measures to ensure that suppliers, marketers, and producers continue to have access to sufficient

transportation and storage capacity on the transferred assets. (Settlement fl179, 97) These

measures are designed to help ensure that NGSs, marketers, and producers can continue to

deliver local gas directly into the AVC assets and to deliver gas off system. Peoples has also

agreed to provide NGSs with access to a similar level of balancing flexibilities and BB&A

(banking, balancing and advancing) benefits that they enjoy today (Settlement flfl 80, 84).

Peoples and PIOGA also have agreed to undertake an initiative using the Peoples Division PES

PRC funds to create interconnections between the Equitable and Peoples Divisions that are

designed to increase the use of local gas supplies and add more flexibility for suppliers on both

systems. (Settlement fl 83)

4. Expanded Use of Pennsylvania Produced Natural Gas and
Community Benefits

Another substantial affirmative benefit of the Transaction is that it will encourage further

development of Pennsylvania produced gas by creating the opportunity to use existing and new

pipelines to move Pennsylvania produced gas to the customers of Peoples and Equitable, and to

allow excess local gas to flow to the interstate market. The Transaction will provide EQT with

$720 million of new capital, as well as revenue streams from the commercial agreements, that

will be invested in EQT's core business to, among other things, help further develop

Pennsylvania production and pipeline capacity to move more local natural gas to the Joint

Applicants and the interstate market. Some of that significant investment by EQT in

Pennsylvania is spurred by the commercial agreements themselves. For instance, it is EQT's
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cwrent expectation that it will meet the substantial production requirements under the

commercial agreements through its own production, which will require EQT to deploy

substantial capital to drill and produce gas from existing and new wells. (Joint Applicants

Statement No. 3R, p. 10). Similarly, and as discussed below, it is anticipated that EQT will

invest multi-millions of dollars in the assets being transferred from Peoples to EQT in order to

not only maintain service to Peoples but to help move more Pennsylvania produced gas to other

markets. These investments are a significant benefit for the natural gas competitive market.

Moreover, these types of investments are beneficial to the Commonwealth because they

also will infuse local gas producing communities with additional resources as a result of

production and related activities. There is a ripple effect from these investments as other

industries supported by EQT's investments (i.e. service providers, local businesses within EQT's

supply chain, etc.) create employment opportunities, which, in tum, provide people with

additional wages to be spent in Pennsylvania. (Joint Applicants Statement No. 3, p. l2).

Similarly, EQT makes significant royalty payments to Pennsylvania landowners/mineral owners

and additional gas production efforts by EQT contribute to the Marcellus Shale impact fee

payrnents under Act 13. (Id.) Thus, these types of significant investments by EQT in

Pennsylvania will stimulate the economy and provide substantial economic benefits to the

public. (Joint Applicants Statement No. 2, pp.22-24; Joint Applicants Statement No. 3, p. 13)

As explained above, Peoples will transfer certain transmission pipeline and storage assets

to EQT as part of the Transaction. These assets fit squarely within the growth opportunities for

EQT and provide it with the needed existing infrastructure, when coupled with EQT's additional

investment and expertise, to further the exploration, production, transport and storage of locally

available gas. (Joint Applicants Statement No. 3, p. 13) These transferred assets will not only
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help avoid what could have been duplicative investments by EQT, but also provide a solid

platform for EQT to make additional capital investments in order to move more Marcellus and

other locally available gas to Peoples' end-users as well as the interstate markets. EQT plans to

invest multi-millions of dollars in these assets in order to not only maintain the level of service to

Peoples but also expand the capabilities of these assets to move more Pennsylvania produced gas

to other markets. Thus, these midstream assets, when infused with the additional investrnent and

expertise of EQT, will be critical to facilitate the exploration, production, transportation, and use

of gas that is not currently occurring in that area. (Joint Applicants Statement No. 3, p. 14)

As part of the Transaction, the Joint Applicants have entered into a series of agreements

that provide for interconnections, capacity,transportation, and supply anangements with EQT.t'

EQT cunently is the only pipeline that has both the requisite pipeline paths to provide the

pipeline capacity and access to local production needed to meet Peoples' procurement strategy.

(Joint Applicants Statement No. 2-R, p. 15) Combined, these agreements will provide long-term

access to continuous supply of local Pennsylvania produced natural gas. These agreements will

diversifi' Peoples' current heavy reliance on storage by approximately 50%by replacing storage

on Dominion Transmission, Inc. and increasing reliance on Pennsylvania produced gas. Further,

the NAESB agreements provide a call option that will allow the Peoples and Equitable Divisions

to call on supply on24 hours' notice at a market indexed price. These agreements will create a

12 As part of the Transaction, the Joint Applicants have entered into or expect to enter into the following arms-length
agreements with EQT and its subsidiaries that require Commission approval: Sunrise Transportation Agreement
(Joint Applicants Ex. MKO-I, Appendix A, Exhibit B); Sunrise Transportation and Storage Agreement (Joint
Applicants Ex. MKO-I, Appendix A, Exhibit C); Peoples NAESB (Joint Applicants Ex. MKO-I, Appendix A,
Exhibit D); PTWP Northern Lateral Capacity Lease (Joint Applicants Ex. MKO-I, Appendix A, as Exhibit H);
PTWP Northern Lateral Transportation Agreement (Joint Applicants Ex. MKO-I, Appendix A, Exhibit I); Peoples
Asset Transportation and Storage Agreement (Joint Applicants Ex. MKO-I, Appendix A, Exhibit K); Equitable
NAESB (Joint Applicants Ex. MKO-I, Appendix A, Exhibit M); and Extension Agreement (Joint Applicants Ex.
MKO-I, Appendix A, Exhibit N). The details of these agreements are explained in Joint Applicants Statement Nos.
3 and 5. As explained therein, these agreements are necessary to facilitate the transition of ownership, ensure

sufficient capaclty to meet current and projected customer demand, and increase use of Pennsylvania produced gas.
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firm and secure supply of Pennsylvania produced gas on peak winter days. (Joint Applicants

Statement No. 5, pp. 5-7,23; Joint Applicants Statement No. 5-R, p. 3) By allowing Peoples,

Peoples TWP, Equitable, and their respective customers to rely primarily on Pennsylvania

produced gas, these agreements will encourage the development of Pennsylvania produced gas

and produce significant community benefits.

Under the terms of the Settlement, Peoples agreed that it will endeavor, wherever

operationally feasible, to utilize locally produced gas supplies. (Settlement'1T 81) Peoples will

identiff opportunities to displace gas that is being sourced from interstate pipelines with local

supplies produced into the Peoples Division system, as well as to identi$ areas of possible new

production for redelivery to an altemate section of the Peoples Division distribution system

through the AVC or other means to displace gas sourced from interstate pipelines. (Settlement fl

82) Peoples also has agreed to undertake an initiative using the Peoples Division PES PRC

funds to create interconnections between the Equitable and Peoples Divisions that are designed

to increase the use of local gas supplies and add more flexibility for NGSs on both systems.

Peoples also agreed that it will, consistent with its least cost mandate and where operationally

feasible, examine ways to facilitate the movement of incremental local gas supplies between the

Peoples and Equitable Divisions through gas displacement arangements. (Settlement fl 83)

The Transaction also will have a positive impact on the local community and the

economy of the Commonwealth. As explained above, the Transaction will enhance production

of Pennsylvania gas and expansion of pipeline infrastructure. This will both directly and

indirectly result in new jobs within the Commonwealth. Increased production of Pennsylvania

gas and the expansion of pipeline infrastructure also will support communities in westem
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Pennsylvania by increasing tax revenues at both the state and local government levels. (Joint

Applicants Statement No. 2, pp.22-24; Joint Applicants Statement No. 3, p. 13)

Under the terms of the Settlement, SteelRiver will continue to maintain Peoples'

corporate headquarters in Peoples' seryice area and in or near Pittsburgh, Pennsylvania. Peoples

agrees not to move its headquarters outside Peoples' service territory for at least a ten year period

after Closing and will only do so after that time upon application to and approval by the

Commission. (Settlement lT 54) Peoples also will maintain field offrces in its service territory

and staffing levels that are sufficient to provide safe and reliable service. (Settlement '1T 55)

Services that are currently performed for Equitable outside of the Equitable service area in

Pennsylvania, such as call center support, customer billing and payment and customer relations,

will be returned to the Peoples service area within 5 years. (Settlement 1T 75) Finally, for a

period of not less than five years, Peoples will provide corporate conhibutions and community

support in southwestern Pennsylvania in a total amount that is at least equivalent to the amount

provided by Peoples and Equitablein20l2. (Settlement fl 74)

B. ADDITIONAL AX'F'IRMATIVE PUBLIC BENEFITS PRODUCED BY
THE SETTLEMENT

1. Rate Protections and Effects

Under the terms of the Settlement, Peoples will not claim, in any future rate proceedings,

Transaction and Transition Costs to complete the Transaction and any related tax effect for such

items shall also be excluded in setting rates. (Settlement fl 23) Peoples also will not defer any

Transaction or Transition Costs, such costs shall be borne exclusively by Peoples' shareholders.

(Settlement n 2, Likewise, EQT will not claim any Transaction and Transition Costs in any

rates under the FERC-regulated agreements for services to be provided to Peoples from the

storage and pipeline assets transferred from Peoples to EQT. (Settlement fl 23)

18



APPENDIX F

As explained above, approximately $93 million in rate base assets as of December 31,

2012 wLII be transferred from Peoples to EQT. (Joint Applicants Statement No. 2, pp. 12-13;

Joint Applicants Statement No. 3, pp. 14-15) Under the terms of the Settlement, the existing

base rates of Peoples will be reduced on one day's notice following the Closing to reflect the

transfer of Peoples' transmission and storage capacity to EQT. (Settlement fl 26) Peoples' DSIC

rate also will be reduced at Closing to reflect any amounts included in DSIC related to

improvements made by Peoples to the transferred assets from December 31, 2013 Io the Closing

of the Transaction. (Settlement fl 30) The Peoples Division PGC rates to sales and

transportation customers will be adjusted on one day's notice following the Closing to reflect the

charges for services to be provided to Peoples by EQT's FERC-regulated pipeline, AVC. The

Peoples' base rate and DSIC reductions and the increase in PGC charges for AVC pipeline

services to sales and transportation customers are designed to produce essentially no change in

charges to customers. The Peoples Division and Equitable Division PGC rates shall be adjusted

to reflect the new agreements for capacity and supply through the normal process of quarterly

and annual filings under Section 1307(f) of the Public Utility Code, 66 Pa.C.S. $ 1307(0.

(Settlement fl 3 1 ; Joint Applicants Statement No. 4, pp. 7 -21)

The Peoples Division adjusted base rates and Equitable's current base rates adopted for

the Equitable Division will be capped until January 1,2018, unless there are substantial changes

in regulation or federal tax rates or policy. (Settlement I27) Further, Peoples agrees that, if it

files a general base rate case with new rates becoming effective after the expiration of the rate

cap ending January 1,2018, but prior to January 1,2019, Peoples will demonstrate that its claim

includes at least $15 million of synergy savings resulting from the Transaction. (Settlement fl

27) In addition, Peoples will not request a capital structure for ratemaking purposes that is
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outside the range of capital structures employed by comparable gas distribution companies.

(Settlement tf 3a) These provisions provide substantial benefits to customers by providing both

base rate stability and guaranteed synergy savings.

Effective with the Closing, the Peoples Division and Equitable Division rates for

collections under the DSIC mechanism will be frozen at the current levels until such time as

Peoples files a new combined LTIIP or Asset Optimization plan for 2015 through 2019 that

addresses the effects of the Transaction including how redundant facilities will be handled.

Peoples revised LTIIP will take into account the transferred assets and the improvements to be

made to those assets. (Settlement fl 30)

The combination of the base rate caps, synergy savings, commitments to infrastructure

investments and the authorization to continue to apply charges to both Divisions under the DSIC

mechanism will allow Peoples' to maintain the Peoples' Division accelerated infrastructure

investment and accelerate investment for the Equitable Division.

In order to achieve approval of the Transaction from the Federal Trade Commission

Peoples committed to maintain gas-on-gas discounts for Peoples and Equitable's customers for

five years after Closing. Under the terms of the Settlement, Peoples agrees to phase out gas-on-

gas competition. (Settlement fl 29) The combination of Peoples and Equitable will be a major

step in eliminating gas on gas competition and moving customers that have discounted rates to

cost of service rates. Peoples is committed to moving tariff rates for these customers to cost of

service in the first dishibution rate case following the five-year extension to offset the effect of

the loss of these discounts to customers. (Joint Applicants Statement 4-R, pp. 8-9)

Finally, it must be noted that the Transaction likely will result in rates for Peoples' and

Equitable's customers that will be lower than if the companies remained on a stand-alone basis.
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One of the primary benefits of the Transaction is the avoidance of duplicative capital costs that

would otherwise be required by Peoples and Equitable individually. Combining the two

companies is expected to avoid the duplicative replacement of overlapping pipeline facilities,

resulting in significant amounts of avoided capital expenditures that would otherwise be needed

to maintain andlor replace duplicative pipelines. Another significant benefit of the combination

of Peoples and Equitable would be more efficient operations. Over a period of years beginning

with the Closing, operating efficiencies are expected to be achieved through the consolidation of

administrative functions, field operations and offrces throughout the overlapping territories,

consolidated leak detection and One-Call processes, lower contractor costs, and improved

productivity through implementation of standardized operations processes and use of mobile

dispatch and GPS technology across all operating districts. Over time, these savings will result

in rates lower than if the companies continued to be owned and operated on a stand-alone basis.

(Joint Applicants Statement No. 2, pp. l8-19)

2. Customer Service

Another substantial affirmative benefit of the Transaction, as modified by the Settlement,

is that Peoples will commit to achieve and maintain specific quality of service metrics for its

Peoples and Equitable Divisions:

(a) Call Center: 82%o calls answered within 30 seconds;

(b) Call Center: Average Busy-out Rate less than0.25%;

(c) Call Center: Average Call Abandonment Rate that is no higher than 3oh for 2014-

201 6 and 2.5o/o for 20t7 -20t8;

(d) Percent response within 60 minutes to emergency calls of at least 98.5% for 2014-

2016 and99Yo for 2017-2018: and.
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(g) Peoples TWP agrees to extend the customer service metrics agreed to in the Steel

River acquisition of Peoples TWP, at Docket No. 4-2010-2210326, for an

additional two years commencing January I,2014.

(Settlement n 62, Appendix D)

Peoples will provide a report to the statutory parties each calendar year following

assumption of such functions by the staff of Peoples or its affiliates regarding its achievement of

the service quality metrics. Such reports shall continue for three calendar years after assumption

of such functions by the staff of Peoples or its affrliates. If the Company has not achieved an

identified metric, the report will explain the reasons for the failure and the Company's detailed

plan to reach the service quality metric. Peoples will then convene a collaborative with OCA,

I&E and the OSBA to discuss such report. (Settlement !f 63)

Peoples committed to improve Customer Service when SRIFNA purchased Peoples and

has met or exceeded the goals established andlor approved by the Commission as a condition of

that acquisition. This same expertise and enthusiasm will be applied to the Equitable acquisition

and combination with Peoples. (Joint Applicants Statement No.7, p. 13) To that end, Peoples

has committed to assess and identiff areas for improvement of customer service for Equitable

customers within 180 days of closing. Its review will outline cost effective systems for

improvement of customer service and expected service improvements. (Settlement'||f 64)

3. Low Income Program

Another substantial benefit of the Transaction, as modified by the Settlement, is Peoples'

commitment to improve programs offered to assist its income disadvantaged customers and other

customers that may have difficulty paying their bills. Under the terms of the Settlement, Peoples

will establish a Universal Service Advisory Group that will include community based

organizations ("CBOs"), Low-Income Advocates, the OCA and other interested stakeholders and
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will meet quarterly to discuss all universal service issues, including recommendations

concerning: Low Income Usage Reduction Program ("LIURI"';, LIURP eligibility, Eamed

Income Tax Credit ("EITC") concems, and landlord issues that may present a barrier to customer

participation. (Settlement fl 69) Peoples will develop and employ best practices from the

experience of Peoples and Equitable under their universal service programs and those of other

companies identified by the Universal Service Advisory Group. (Joint Applicants Statement No.

4-R, p. 28)

Peoples will continue to fund Equitable's Customer Assistance Program ("CAP")

consistent with its needs analysis approved in conjunction with Equitable's currently approved

Universal Services Plan. (Settlement 1T 68) Peoples will manage Equitable's CAP program

similar to that of Peoples in that it will partner with an agency that: (a) can substantially increase

the number of intake sites; (b) is an administrator of utility CAP programs for the electric

distribution companies or natural gas distribution companies in their territory; (c) recruits and

partners with multi-service agencies; and, (d) uses a case management system to track and

monitor referrals and enrollments into utility programs. (Settlement fl 70)

Under the terms of the Settlement, the shareholders of Peoples and Peoples TWP will

commit to increase its total donation (adminishative and matching) to the Dollar Energy Fund by

l0o/o for the next 5 years following Closing. Peoples will review possible ways to increase

outreach to customers to attempt to increase customer contributions and will provide a report to

the Commission and OCA. (Settlement tl72)

Finally, under the terms of the Settlement, Peoples will increase expenditures for the

Peoples (by $150,000 per year) and Equitable Divisions (by $100,000 per year) on LIURP in the

first 4 years after Closing. Peoples TWP also will increase expenditures (by $25,000 per year)
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on LIURP for a period of four years, 2014 ttroryh 2017. These increases will be funded by

shareholders for the 4 year period. Any funds not used in one year will roll-over into the next

calendar year. Funding on this basis will continue until the effective date of rates set in the next

base rate proceeding. (Settlement fl 73)

4. Effect on Employees

Under Section 2210(a)(2) of the Public Utility Code in conjunction with its consideration

of the disposition of assets of natural gas distribution companies, the Commission is to consider

the effects of the Transaction on employees. 66 Pa.C.S. $ 2210(a)(2). For the reasons explained

below, the Transaction, as modified by the Settlement, will produce substantial affirmative

benefits for the employees of Peoples and Equitable.

SteelRiver and Peoples are committed to local management and local staff. A substantial

affirmative benefit of the Transaction is the opportunity to utilize the experience and knowledge

of existing Equitable employees by integrating them into the Peoples' organization to maintain

the current level of service. SteelRiver and Peoples do not expect any of the current union

workers in the operations area to lose their positions under the combined companies. In addition,

because of the number of anticipated retirements expected at Peoples, having the highly skilled

Equitable union work force being added to Peoples' employee base will enhance the company's

ability to continue to provide a high level of safe and reliable services while still meeting all of

the operational needs to run a large combined system. (Joint Applicants Statement No. 2, p. 28)

Under the terms of the Settlement, Peoples commits to maintain field offices in its service

territory and staffing levels that are sufficient to provide safe and reliable service. (Settlement fl

55) Further, in order to maintain the skilled workforce cunently in place at Equitable, Peoples

has committed to maintain levels of total compensation and benefits for any of the Equitable

employees it retains at levels comparable to those in effect immediately prior to Closing for at
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least one year after the closing date. (Joint Applicants Statement No. 2, p. 29) Also, the

collective bargaining agreement with Equitable's union employees will continue in effect unless

a new agreement or ilrangement is mutually agreed upon. (Settlement fl 55; Joint Applicants

Statement No. 2, p.29)

Finally, for a period of four years after Closing, Peoples will provide one year of job

placement assistance from date of termination for any employees of Equitable or Peoples who

will be in need of such assistance due to the planned rcorgarizations of the workforce. Such job

placement assistance will be consistent in kind and quality with the best practices of similar

industries. (Settlement tf 57)

IV. GOODWIN AND TOMBAUGH SYSTEMS

As part of the Transaction, Peoples and Equitable have entered into agreements with EQT

to purchase gathering facilities in Pennsylvania known as the Goodwin and Tombaugh Systems.

The Goodwin System consists of approximately 249 miles of pipeline delivering gas to a total of

776 Equirable field line customers or customers served from Equitable's distribution pipelines

that are fed by the Goodwin System. (Joint Applicants Statement No. 5-S, p. 2) The Tombaugh

System consists of approximately 107 miles of pipeline delivering gas to a total of 769 Equitable

field line customers or customers served from Equitable's distribution pipelines that are fed by

the Tombaugh System. (Joint Applicants Statement No. 5-S, pp.2-3)

The Goodwin and Tombaugh Systems are primarily gathering systems developed to

aggregate producer supplies from wells and delivering that product to customers. Overtime

production on these Systems has declined and the balance between customer usage and supply

became insufficient to meet the customer's needs. Interconnects were built to provide

supplemental gas supply transported on interstate pipelines and delivered to Goodwin and
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Tombaugh only when local gas supply was unable to keep up with customer demand. Without

this additional supply, current Equitable customers connected to these field lines and

interconnected distribution pipelines would be without service. These distribution pipelines

connected to Goodwin and Tombaugh have no alternative supply source and could not have gas

service without these interconnects. (Joint Applicants Statement No. 5-S, p. 3)

EQT seeks to transfer the Goodwin and Tombaugh Systems because their current

operation and use does not support continued operation as part of EQT's midstream business.

Based on declining and current volume of gas gathered by these Systems, the primary purpose of

these Systems is to serve the approximately 1545 Equitable customers. EQT seeks to give

Equitable an opportunity to acquire these Systems as an altemative to abandonment. (Joint

Applicants Statement No. 3-R, pp.27-28)

The proposed transfer of these Systems to Equitable was the subject of a prior proceeding

before the Commission at Docket No. R-2012-2312577. Certain parties, including I&E, have

opposed the transfer of the Goodwin and Tombaugh Systems to Peoples' Equitable Division,

contending that these Systems were potentially unsafe and would be costly to repair or replace.

Since the dismissal of that proceeding, EQT has completed a leak survey of the entirety of these

Systems and has engaged in an accelerated leak repair program. (Joint Applicants Statement No.

10, pp. 4-5)

As a path to resolve these concerns without the need to immediately abandon the

customers served by these Systems, the Signatory Parties have agreed to certain provisions in the

Settlement that provide for the assessment and improvement of the Goodwin and Tombaugh

Systems, funded by a $5 million contribution from EQT, subject to the oversight of the

Commission's Gas Safety Division. EQT has committed to continuing to repair leaks before
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Closing and will provide monthly reporting of leak repairs to the Commission's Gas Safety

Division. (Settlement fl 61) Further, the Settlement provides for Peoples to present a plan to the

Commission, after consultation with the Commission's Gas Safety Division, OCA and OSBA,

estimating the additional funds necessary, if any, to provide safe and reliable service from these

Systems. In such filed plan, Peoples will make a recommendation whether to proceed with

rehabilitation of all or some of the Systems and/or with abandonment of some or all of the

customers served off the Systems. The plan will be subject to the Commission's review and

approval. (Settlement fl 6l) This approach provides a reasonable basis for Peoples' staff

experienced in repairing gathering lines and reducing lost and unaccounted for gas, working with

the Commission's Bureau of Gas Safetv. to evaluate these Svstems and recommend to the

Commission how to proceed.

V. SRIFNA AND PEOPLES HAVE THE TECHNICAL" LEGAL, AND FINANCIAL
FITNESS TO OWN AND OPERATE EOUITABLE

Under Sections 1102 and I103 of the Public Utility Code, 66 Pa.C.S. $$ I 102, I103, the

Joint Applicants must demonstrate that the party to whom the assets and service obligations are

being transferred is technically, legally, and financially fit. See Seaboard Tank Lines,502 A.2d

762,764 (Pa. Cmwlth. 1985); Warminster Township Mun. Auth. v. Pa. PUC,138 A.2d 240,243

(Pa. Super. 1958). At the Closing, as modified by the terms and conditions of the Settlement,

Equitable will be merged with and into Peoples, with Peoples as the surviving entity. Initially,

Equitable will be operated as a new separate operating division of Peoples and indirectly by

SRIFNA. For the reasons explained below, Peoples and SRIFNA are technically, legally, and

financially fit to own and operate Equitable, as required by Section ll02 and I 103 of the Public

Utility Code.
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A. TECHNICAL FITNESS

The Commission previously found SteelRiver to be technically fit in both the Peoples and

Peoples TWP acquisition proceedings. SteelRiver has not experienced any significant changes

in its management and technical expertise since the Commission approved the acquisitions and

SteelRiver took control of Peoples on February 1,2010, and Peoples TWP on May 23,2011.

The acquisitions have strengthened SteelRiver's management team by providing leaders in gas

distribution businesses with significant Pennsylvania experience. SteelRiver has assembled a

team with extensive experience in regulated and unregulated infrastructure activities. Further,

SteelRiver currently is operating Peoples and Peoples TWP, Commission-regulated public

utilities, in the public interest having met all commitments made in both acquisition proceedings

and substantially increased infrastructure spending for both companies. (Joint Applicants

StatementNo. 1, p.23)

SteelRiver also owns and manages other significant regulated infrastructure assets,

including Diversified Port Holdings LLC, Trans Bay Cable, Patriot Rail, and Natural Gas

Pipeline Company of America. SteelRiver has successfully operated these entities and

effectively managed all technical issues that have arisen with regard to these entities. (Joint

Applicants Statement No. l, p.23)

B. LEGAL FITNESS

The Commission previously found SteelRiver and PNG to be legally fit in both the

Peoples and the Peoples TWP acquisition proceedings. Since SteelRiver took control of Peoples

on February 1,2010, and Peoples TWP on May 23,2011, these companies have not experienced

any signifrcant issues in complying with the Pennsylvania Public Utility Code and the

Commission's regulations and orders. SteelRiver and PNG are in compliance with all federal

and state laws, and have never been prosecuted or indicted for criminal activity in this country or
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any other country. SteelRiver does not do business in countries that have been designated by the

United States Department of State as state sponsors of terrorism. (Joint Applicants Statement

No. 1, p.24)

SteelRiver has engaged outside law firms to handle specialized matters, including on-

going compliance with the Commission's regulations, rules, and orders. Additionally,

SteelRiver has access to an internal team of legal counsel responsible for ensuring compliance

with all applicable laws. (Joint Applicants Statement No. 1, p.24)

C. FINANCIAL FITNESS

The Commission has previously found SteelRiver to be financially fit in the Peoples and

Peoples TWP acquisition proceedings. Since the Commission approved the acquisitions,

SteelRiver has not experienced any significant changes in its conservative approach to

investments. SteelRiver and its investors are financially strong and generally risk adverse.

SteelRiver investors, who are primarily pension funds and insurance companies, have a

conservative approach to investments and their conservative investment philosophy is reflected

in the goals of SteelRiver. SteelRiver, on behalf of its investors, seeks a stable, steady and fair

return on an investment to be held for a significant period of time. (Joint Applicants Statement

No. l, p.l7)

SteelRiver and SRIFNA's ownership and operation of Peoples and Peoples TWP

demonstrates their commitment to invest significant capital resources to further improve

customer service, customer satisfaction, ffid pipeline infrastructure, while maintaining

reasonable and competitive rates. Under SteelRiver management, given access to capital through

SRIFNA's capital investments and cost effective debt raisings, Peoples and Peoples TWP have

met, and in some cases exceeded, all of the commitments agreed to in the applicable acquisition

proceedings. Moreover, Peoples has successfully completed two general rate proceedings
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following completion of the SRIFNA acquisition enabling Peoples to continue to invest in its gas

distribution system to improve customer service on an accelerated basis relative to periods

preceding SteelRiver's ownership. SteelRiver and SRIFNA's ownership and operation of

Peoples and Peoples TWP clearly demonstrate that SteelRiver, its managed funds, and PNG are

financially fit to own and operate Equitable. Similar to Peoples and Peoples TWP, access to

significant capital resources under SteelRiver's ownership will be available to support

Equitable's ongoing operations and implement changes where improvements are appropriate.

(Joint Applicants Statement No. 1, p. 18)

VI. THE PENN ESTATES CRITERIA

In addition to the above-mentioned substantial affirmative benefits, the Transaction, as

modified by the Settlement, satisfies the ten public interest considerations that the Commission

set forth in its Order inApplication of Penn Estates Utilities, Inc.,DocketNo. A-210072F0003,

et al. (Order entered October 2,2006), as sunmarized next.

A. CAPITAL WILL CONTINUE TO BE EXPENDED FOR ONGOING
OPERATIONS

SteelRiver has significant experience and success in accessing capital and financial

markets and this access has been one of the key attributes of its successful infrastructure

management and growth. Access to significant capital resources through SteelRiver ownership

will enhance the ability to further improve customer satisfaction, service provided to customers,

and its pipeline infrastructure, while maintaining reasonable and competitive rates. Overall,

SteelRiver's and PNG's immediate attention will be given to customer service, financial and

regulatory management, human resource programs, and the accelerated replacement of dated

infrastructure. (Joint Applicants Statement No. 1, p. 19)
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Further, as explained above, the Transaction will result in avoided capital needed to

replace duplicative/overlapping pipelines on the Peoples and Equitable systems. PNG and

SteelRiver are committed to a cost-effective program of reinvestment with best available

technologies and organizational practices.

B. CORPORATE GOVERNANCE WILL NOT BE IMPAIRED

SteelRiver and its portfolio companies have internal corporate governance policies and

requirements and are subject to an intemal code of conduct that explicitly lays out standards and

requirements relating to conduct in the workplace and interactions with stakeholders and

business partners. SteelRiver's affiliated investment advisor is also subject to the reporting and

regulatory requirement of the Investment Advisors Act of 1940, 15 U.S.C. $$ 80b-1, et seq.

(Joint Applicants Statement No. 1, pp. 10-11) SteelRiver and Peoples do not have Sarbanes-

Oxley reporting requirements. Although avoidance of these reporting requirements will shield

ratepayers from the associated costs, protection will still be provided by the internal code of

conduct, annual audits, and the filing by Peoples and Equitable of all required financial

statements with lenders and the Commission.

C. SRIFNA AND PEOPLES INTEND TO BE A LONG.TERM OWNER OF
EQUITABLE

SteelRiver and Peoples intend to be a long-term owner of Equitable. SteelRiver is

currently a long-term owner and manager of major infrastructure assets, including utility, energy,

and transmission businesses. Through the acquisition of Equitable and the previous acquisition

of Peoples and Peoples TWP, SteelRiver is demonstrating its continued long-term commitment

to all of westem Pennsylvania. (Joint Applicants Statement No. l, p. 1 1)
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D. SRIFNA HAS SUBSTANTIAL EXPERIENCE IN OWI\ING UTILITIES

Equitable will be acquired by PNG, which is an indirect subsidiary of SRIFNA and

operated by SteelRiver. SteelRiver is a financially strong, diversified owner and manager of

utility and infrastructure assets in the United States, including Peoples and Peoples TWP. The

ability to access the resources and personnel at SteelRiver provides a solid background in long-

term infrastrucfure ownership, management, and operation. (Joint Applicants Statement No. 1,

pp.9,22-23)

E. THE JOINT APPLICANTS' EXISTING PRESENCE IN
SOUTHWESTERN PENNSYLVANIA WILL BE RETAINEI)

Under the terms of the Settlement, SteelRiver will continue to maintain Peoples'

corporate headquarters in Peoples' service area and in or near Pittsburgh, Pennsylvania. Peoples

agrees not to move its headquarters outside Peoples' service territory for at least a ten year period

after Closing and will only do so after that time upon application to and approval by the

Commission. (Settlement tT 54) Peoples also will maintain field offices in its service territory

and staffrng levels that are sufficient to provide safe and reliable service. (Settlement lT 55)

Services that are currently performed for Equitable outside of the Equitable service area in

Pennsylvania, such as call center support, customer billing and payment and customer relations,

will be returned to the Peoples service area within 5 years. (Settlement tl 75) Finally, for a

period of not less than five years, Peoples will provide corporate contributions and community

support in southwestern Pennsylvania in a total amount that is at least equivalent to the amount

provided by Peoples ($1.0 million) and Equitable ($400,000) in2012. (Settlement fl 74)

F. THERE WILL NOT BE COMPLEX AFFILIATED RELATIONSHIPS
INVOLVED

Peoples, including its Equitable Division, and Peoples TWP will be ring fenced from

other companies owned by SteelRiver managed funds as described in the Joint Application.
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(Settlement !J37) Under the terms of the Settlement, Peoples shall not do the following except as

approved by the Commission upon a showing of net benefit to retail customers:

(a) guarantee the debt or credit instruments of PNG, LDC
Holdings, LDC Funding, or any affrliate not regulated by the
Commission;

(b) mortgage utility assets on behalf of PNG, LDC Holdings,
LDC Funding, or any affiliate other than in conjunction with
financing provided by PNG to Peoples; or

(c) loan money or otherwise extend credit to PNG, LDC
Holdings, LDC Funding, or any affiliate for a term of one year or
more.

(Settlement fl 39) These ring-fencing measures will shelter Peoples, Equitable, and Peoples

TWP if any of SRIFNA's other investments become subject to adverse economic circumstances.

Peoples also will maintain reasonable accounting controls and pricing protocols to govem

transactions with affiliates, and provide the Commission and the statutory parties with reasonable

access to the books, records and personnel of Peoples' affrliates where necessary for the

Commission to adequately review Peoples' purchases of goods or services from affiliates.

(Settlement n 4D Peoples will seek Commission approval of all new or amended agreements

with affiliates consistent with Chapter 2l of the Public Utility Code. (Settlement'tf 46)

G. F'EES PAID TO AND SERVICES PERFORMED BY AFFILIATES

Peoples will seek Commission approval of all new or amended agreements with affiliates

consistent with Chapter 2l of the Public Utility Code. (Settlement n 4q Peoples' cost

allocations between its Peoples and Equitable Divisions and affiliates will follow the standards

and allocation methodologies that have been previously approved by the Commission, at Docket

No. G-2012-2290014, with regard to affiliate charges under the Peoples Service Corporation,

LLC Agreement. (Settlement fl 49)

33



APPENDIX F

H. THE SETTLEMENT COMMITS TO LIMITS ON THE JOINT
APPLICANTS USE OF' LEVERAGE AND OTHER CAPITAL
STRUCTURE PROTECTIONS

Under the terms of the Settlement, Peoples agrees that post-closing the capital structure

of Peoples will be maintained at an approximate level of 50% debt and 50Vo equity. (Settlement

fl 26) Peoples will not request a capital structure for ratemaking purposes which is outside the

range of capital structures employed by comparable gas distribution companies. (Settlement fl

34) For a four-year period following closing, Peoples will provide thirty (30) day's prior notice

to the Commission and the statutory parties if it intends to make a distribution to PNG which

distribution will cause its actual debt ratio, excluding working capital facilities, to exceed 55o/o of

total capitalization. (Settlement fl 35) Further, LDC Holdings' consolidated long term debt ratio

as a percent of total capitalization shall not exceed 600/o for any period longer than one year

absent approval from the Commission. (Settlement tT 36) Finally, Peoples' dividends to PNG

shall be limited to a level that maintains a maximum debt ratio of 55%o, excluding working

capital facilities, unless approved by the Commission. (Settlement fl 38)

I. THE SETTLEMENT ENSURES TRANSPARENCY ON CORPORATE
STRUCTURE ISSUES

Peoples shall maintain reasonable accounting controls and pricing protocols to govem

transactions with affiliates and between Peoples' divisions, and provide the Commission and

statutory parties with reasonable access to the books, records and personnel of Peoples' affiliates

where necessary for the Commission to adequately review Peoples' purchases of goods or

services from affiliates. (Settlementfl42) Peoples also will maintain separate accounting for the

Peoples Division and Equitable Division operations sufficient to provide all Commission

required financial reporting. Separate accounting records will also be maintained for operations

in West Virginia and Kentucky. (Settlement fl 43) Finally, PNG and its subsidiaries shall
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provide the statutory parties with a copy of any reports filed with the US Securities and

Exchange Commission upon request. (Settlement fl 47)

J. CREDITWORTHINESS

PNG is an indirect subsidiary of LDC Funding, which is a direct, wholly-owned

subsidiary of SRIFNA. SRIFNA is a financially strong, diversified owner and manager of utility

and infrastructure assets, including Peoples and Peoples TWP, that is fully capable of

maintaining and enhancing the level of service and customer satisfaction provided by Equitable,

and supporting improvements to service where appropriate. SteelRiver currently manages

infrastructure investments throughout North America, with capital under management in excess

of $3.8 billion. (Joint Applicants Statement No. 1, pp. 4-5,9)

VII. CONCLUSION

Based on the foregoing, the Transaction described in the Joint Application, subject to the

terms and conditions contained in the Settlement, is necessary or proper for the service,

accommodation, convenience, or safety of the public, as required by Section 1 103 of the Public

Utility Code, 66 Pa.C.S. $ 1103. It is clear that the Transaction, subject to the terms and

conditions contained in the Settlement, will affirmatively promote the public interest in a

substantial way, as required by City of Yorkv. Pa. PUC,449 Pa. 136,295 A2d825 (1972).

The Transaction, subject to the terms and conditions contained in the Settlement: (1) will

not result in any anti-competitive or discriminatory conduct, including unlawful exercise of

market power in the retail natural gas market, as required by Section 2210(a)(I) of the Natural

Gas Choice and Competition Act, 66 Pa.C.S. $ 2210(aXl); and (2) will not produce any

unreasonable adverse effect on the employees of the Joint Applicants or on any authorized
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collective bargaining agent representing those employees, as required by Section 2210(a)(2) of

the Natural Gas Choice and Competition Act, 66 Pa.C.S. $ 2210(aX2).

Each of the components of the Settlement are integral and critical, and any revision to the

Settlement would likely upset the carefully constructed balance that will permit the acquisition

pursuant to the terms of the Master Purchase Agreement and that will deliver substantial public

benefits to customers. Any additional amendment or condition could limit the ability of Peoples

and its Equitable Division to provide an improved level of customer service and its ability to

make the infrastructure investments that are necessary to maintain and improve service to

customers. Alternatively, such an amendment or condition could precipitate a termination of the

Transaction under the terms of the Master Purchase Agreement.
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WHEREFORE, Peoples Natural Gas Company LLC, Peoples TWP LLC, and Equitable

Gas Company, LLC respectfully request that Administrative Law Judge Mark A. Hoyer

recommend approval of, and the Pennsylvania Public Utility Commission approve, the Joint

Application subject to the terms and conditions of the Joint Petition for Approval of Non-

Unanimous Settlement without modification.

Post & Schell, P.C.
17 North Second Street
12th Floor
Harrisburg, PA I 71 01 -l 601

Phone: 717.731.1970
Fax: 717.731.1985
E-mail : mgang@postschell.com
E-mail: mhassell@postschell.com
E-mail: cwright@postschell.com

Counsel for Peoples Natural Gas Company
LLC and Peoples TWP LLC

September 25,2013

Buchanan Ingersoll & Rooney PC
409 North Second Street,
Suite 500
Harrisburg, PA 17101 -1357

Phone: 717.237.4800
Fax:717.233.0852
E-mail : j ohn.povilaitis@bipc.com
E-mail: alan.seltzer@bipc.com

David W. Gray (I.D.# 76lll)
General Counsel
Equitable Gas Company
225 North Shore Drive
Pittsburgh, PAl52l2
Phone: 412.395.3634
Fax: 412.395.3155
E-mail : dgr ay @equitable gas. com

Counsel for Equitable Gas Company, LLC

Mibhael W. Gang (I.D.# 25670)
Michael W. Hassell, Esquire (I.D.
Christopher T. Wright 0.D. #2034

. Povilaitis (I.D.# 28944)
M. Seltzer (I.D.# 27890)
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BEF'ORE THE
PEIINSYLVAIIIA PUBLIC UTILITY COMMISSION

Joint Application of Peoples Natural Gas
Company LLC, Peoples TWP LLC, and
Equitable Gas Company, I LC for all of
the Authority and the Necessary
Certificates of Public Convenience (1) to
transfer all of the Issued and Outstanding
Limited Liability Company Membership
Interest in Equitable Gas Company, LLC
to PNG Companies LLC, (2) to Merge
Equitable Gas Company,LLC with the
Peoples Natural Gas Company, LLC. (3)
to Transfer Certain Storage and
Transmission Assets of Peorples 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 Peoples
Natural Gas Company LLC.

Docket Nos. 4-2013-2353647
A-2013-2353649
A-2013-2353651

BUREAU OF INVESTIGATION AND ENFORCEMENT
STATEMENT IN SUPPORT OF

JOINT PETITION FOR APPROVAL
OF NON-UNAIIIMOUS SETTLEMENT



TO ADMINISTRATIVE LAW JUDGE MARK HOYER:

The Bureau of Investigation and Enforcement ("I&E")of the Pennsylvania Public

Utility Commission ("Commission'o), by and through its Prosecutors Allison C. Kaster

and Carrie B. Wright, hereby respectfully submits that the terms and conditions of the

foregoing Joint Petition for Approval of Non-Unanimous Sefflement ("Joint Petition" or

"settlement") are in the public interest and represent a fair and just balance of the

interests of Peoples Natural Gas Company LLC ("Peoples"), Peoples TWP LLC

("Peoples TWP"), Equitable Gas Comp any,LLC ("Equitable") (collectively "Joint

Applicants") and their customers.

BACKGROUND

l. On March 19, 2013, the Joint Applicants filed with the Commission the

Joint Application requesting all necessary approvals authorizing; (1) the transfer of

100% of the issued and outstanding limited tiability company membership interests in

Equitable, an indirect subsidiary of EQT Corporation ("EQT"), to PNG Companies LLC

("PNG"), an indirect subsidiary of SteelRiver Infrastructure Fund North America LP

("SRIFNA"); (2) the merger of Equitable with Peoples, a wholly-owned subsidiary of

PNG, and the operation of Equitable as an operating division of PNG; (3) the transfer of

certain storage and transmission assets of Peoples to EQT; (4) the transfer of certain

assets and/or the exchange of certain services between EQT and Equitabte; (5) certain

PNG ownership changes associated with the transaction; (6) the associated gas capacity,

storage, interconnects, leases, and supply service agreements among Peoples, Peoples



TWP, Equitable, and/or EQT set forth in the Joint Application; and (7) certain changes in

Peoples' tariff necessary to carry out the transactions.

2. On April 8,2013,I&E entered a Notice of Appearance. The Office of

Smatl Business Advocate ("OSBA") filed a Notice of Intervention and Protest on April

10,2013, and the Office of Consumer Advocate ("OCA") filed a Notice of Intervention

and Protest on April 11,2013. In addition, Protests and Petitions to Intervene were filed

by the following: Dominion Retail, Inc. and Interstate Gas Supply, Inc. (collectively

"NGSs"); Utility Workers Union of America,Local666; Pennsylvania State University,

Snyder Brothers, Inc., United Steelworkers International Union, Local 12050;

International Brotherhood of Electrical Workers, Local 1956; Peoples-Equitable Merger

Intervenors; Pennsylvania Independent Oil and Gas Association; United States Steel

Corporation; Retail Energy Supply Association; Dominion Transmission Inc.; and,

PennFuture.

3 . On April 17 , 2013 and May 29 , 2013 , the Joint Applicants served direct

testimonies and accompanying exhibits.

4. Administrative Law Judge Mark Hoyer convened a Prehearing Conference

on May 9,2013. At that time, a litigation schedule was developed that provided for the

filing of testimony, hearings, and briefs.

5. On July 24,2013,I&E served the following direct testimony: I&E

Statement No. 1, I&E Exhibit No. l, I&E Statement No. 2, and I&E Exhibit No. 2.



6. On September 6,2013,I&E served the following Sunebuttal testimony:

I&E Statement No. l-S& I&E Exhibit No. l-SR, I&E Statement No. 2-SR, and I&E

Exhibit No. 2-SR.

7. An evidentiary hearing was held on September 11,2013. At the

evidentiary hearing, the ALJ was notified that a non-unanimous settlement in principle

had been reached. I&E moved the testimonies and exhibits identified above into the

record.

8. The parties undertook extensive formal and informal discovery during this

proceeding.

9. In accordance with Commission policy favoring settlements,52Pa. Code $

5.231, the signatory parties to the Joint Petition were successful in achieving a settlement

of all issues utilizing the discovery and settlement negotiation process.

IL LEGAL STANDARI)

10. The Public Utility Code mandates that Commission approval, in the form of

a certificate of public convenience, must be obtained prior to offering or abandoning

public utitity service or transferring certain property. 66 Pa. C.S. $ ll02(a). Section

I102(a)(3) of the Public Utility Code states that a certificate of public convenience is

necessary:

For any public utility or an affiliated interest of a public
utility...to acquire from, or to transfer to, any person or
corporation...by any method or device whatsoever, including
the sale or transfer of stock and including a consolidation,
merger, sale or lease, the title to or the possession or use of,
any tangible or intangible property used or useful in the
public service.



To obtain a certificate of public convenience, the evidence must show that the

acquisition is "necessary or proper for the service accommodation, convenience, or safety

of the public." 66Pa. C.S. $ 1103(a). This standard was interpreted by the Supreme

Court, which found that there must be a showing thatamerger will "affirmatively

promote the service, accommodation, convenience or safety of the public in some

substantial way." City of Yorkv. Pa. PUC,2g5 A.2d825,828 (Pa. lg72). Additionally,

when granting a certificate of public convenience the Commission "may impose such

conditions as it may deem to be just and reasonable." 66 Pa. C.S. $ 1103(a).

I l. Section 2210 of the Code requires the Commission to consider the impact

of the proposed acquisition on the competitive retail natural gas market. 66 Pa. C.S.

S 2210. 'Under this section, the Commission is to consider whether the proposed merger

is likely to result in anticompetitive or discriminatory conduct, including the unlawful

exercise of market power, which will prevent retail gas customers from obtaining the

benefit of a properly functioning and effectively competitive retail natural gas market.

Further, Section 2210 provides that the Commission shall consider the impact of any

proposed merger on the disposition of employees and on any collective bargaining agent

representing those employees. 66 Pa. C.S. $ 2210(a)(2).

12. For the reasons discussed herein, I&E maintains that Commission approval

of the Settlement will provide substantial public benefits for the Joint Applicants and

their respective customers. Accordingly, I&E maintains that the Sefflement satisfies the

legal requirements necessary for Commission approval.



III. TERMS AND CONDITIONS OF SETTLEMENT

13. It is the policy of the Commission to encourage settlements. 52Pa. Code

$ 5.231. The Commission issued the following policy statement that articulates general

settlement guidelines and procedures for major rate cases:

In the Commission's judgment, the results achieved from a
negotiated settlement or stipulation, or both, in which the
interested parties have had an opportunity to participate are
often preferable to those achieved at the conclusion of a fully
litigated proceeding. It is also the Commission's judgment
that the public interest will benefit by the adoption of
$$ 69.402-49.406 and this section which establish
guidelines and procedures designed to encourage full and
partial settlements as well as stipulations in major section
1308(d) general rate increase cases.

52Pa. Code $ 69.401.

14. The policy statement highlights the importance of settlement in

Commission proceedings. The instant Application was filed on March 19,2013, and

over the past six months the parties engaged in extensive formal and informal discovery,

preparation of testimony and lengthy settlement discussions. All signatories to the Joint

Petition actively participated in and vigorously represented their respective positions

during the course of the settlement process. As such, the issues raised by I&E have been

satisfactorily resolved through discovery and discussions with the parties and are

incorporated in the Joint Petition. I&E represents that the Settlement satisfies all applicable

legal standards and results in terms that are preferable to those that may have been

achieved at the end of a fully litigated proceeding. Accordingly, for the reasons

articulated below, I&E maintains that the proposed Settlement is in the public interest and



requests that the following terms be approved by the ALJ and the Commission without

modification:

A. FINANCIAL CONDITIONS (Joint Petition fll|21-41)

15. Acquisition Premium, Transaction and Transition Costs (Joint Petition lffl

2I-25): The Settlement provides that the acquisition premium, transaction and transition

costs will be excluded from recovery in rates. SteelRiver indicates that the transition

costs in this proceeding are minimal because Equitable already has the facilities and

personnel to provide gas service to its customers; however, the transaction costs related to

this transaction could be significant. Joint Applicants St. No. 1, p. 15. Insulating

ratepayers from paying the costs related to this Transaction provides a substantial public

benefit.

16. Rate Base (Joint Petition 126): The Settlement provides that Peoples

current rate base will be reduced on one day's notice as set forth in Appendix A. This

reduction is necessary to reflect the transfer of transmission and storage assets from

Peoples to EQT. Peoples will remove these transferred assets from its rate base and

reduce rates by an amount representing the revenue requirement associated with these

assets as well as any revenue requirement amounts associated with the transferred assets

that are included in its DSIC recovery mechanism. Joint Applicants' St. No. 4, p. 7. This

rate base reduction is in the public interest as it ensures that customers do not continue to

pay for assets that will no longer remain in Peoples rate base after Closing.

17. Stalt Out (Joint Petition 127): With the exceptions noted in the Joint

Petition, the settling parties agree that Peoples will not increase distribution base rates
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prior to January 1,2018. The agreed upon stay out applies only to general base rate

increases under $ 1308(d) of the Public Utility Code and has no application to STAS

f,rlings, annual $ 1307(f) filings or Distribution System Improvement Charge recovery.

Further, the Settlement provides that if Peoples files a general rate case with new rates

becoming effective after Janu ary | , 20 I 8 but prior to January l, 2019 , Peoples will

demonstrate a least $15 million of synergy savings resulting from this Transaction. If

this demonstration is not made, the difference will be imputed in setting rates. This term

provides substantial benefit to ratepayers because it will allow Peoples to focus on

synergies resulting from the acquisition without the distraction and expense of filing a

rate proceeding in the interim. Best operating practices can be shared and duplicative

facilities can be identified during the agreed upon stay out period. Combining the

neighboring systems with an expanded customer base creates economies of scale that, in

all likelihood, will lead to increased opportunities for savings. In the event that those

savings do.not materialize, the Settlement protects ratepayers because $15 million of

synergy savings will be imputed if new rates become effective between January 1, 2018

and January 1,2019. Therefore, the stay out period is in the public interest as it provides

an extensive period of rate stability for customers and allows Peoples adequate time to

identiff and implement savings resulting from this Transaction.

18. Gas-on-Gas Competition (Joint Petition J[!f 28-29): The Settlement

provides that Peoples and Peoples TWP agree to impute revenues for customers who

receive discounted distribution rates due to gas-on-gas competition if the Commission

determines that NGDCs must absorb such discounts in the currently pending
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Investigation at Docket No. I-2012-2320323. Discounted distribution rates arising from

gas-on-gas competition were of concern in this proceeding because Peoples and

Equitable pledged to maintain all existing discounted distribution rate contracts for a

minimum period of five years from the Closing of the Transaction. Joint Applicants St.

No. 2, p. 30. The merit of such discounts is currently being addressed in a separate

proceeding; therefore, I&E did not make a recommendation regarding the Joint

Applicants intent to continue providing these discounted distribution rates for the

proposed five year period. However, I&E recommended that the Commission affirm that

the recovery of any revenue shortfall from other customers in future rate proceedings is

not guaranteed pending the outcome of the ongoing Investigation and that Peoples is at

risk for any revenue shortfall arising from the rate discounts during the proposed five

year period. I&E St. No. 1, p. 33. This settlement term is in the pubtic interest because it

ensures that the Commission's acceptance of the proposed five year discount extension is

not an endorsement of this controversial rate discounting practice and there is no

guarantee of recovery from distribution customers.

The Settlement also provides that Peoples will phase out gas-on-gas competition

in the first rate case post Closing. The Joint Applicants recognize that "the combination

of Peoples and Equitable will be a major step in eliminating gas on gas competition and

moving customers that have discounted rates to cost of service rates." Joint Applicants

St. No. 4-R, p. 8. As stated above, I&E believes that this discounting practice is

appropriately addressed in the ongoing generic Investigation and I&E will review

Peoples proposed move to cost of service in its next base rate proceeding.



19. Purchased Gas Cost Rates (Joint Petition !J'lf 31-32): The Settlement

provides that the Peoples Division purchased gas cost ('?GC") rates will be adjusted on

one day's notice after Closing to reflect the charges for services provided by Equitrans on

the Allegheny Valley Connector ("AVC"). The AVC refers to the fransmission and

storage assets transferred from Peoples to EQT as part of this Transaction. Specifically,

Peoples will transfer the Gamble-Hayden Storage Facilities, Webster Storage Facilities,

Truittsburg Storage Facilities, and the Rager Mountain Storage Facilities as well as

approximately 200 miles of high pressure transmission pipeline along with the associated

interstate pipeline interconnect facilities, relay compressor facilities, information

technology assets, and other miscellaneous facilities to EQT. Those costs are currently

being recovered through base rates; however, post-Closing Peoples will recover the

transportation and storage costs for the use of the AVC through Rider B which currently

provides for the recovery of PGC related expenses. Joint Applicants' St. No. 4, pp. l6-

17. Therefore, adjusting PGC rates on one day's notice pursuant to the Settlement to

reflect the AVC charges is appropriate because the costs will be removed from base rates

and recovered through the 1307(f) mechanism.

The parties further agree that the AVC agreement will have an initial 20 year term

and Peoples will have the Right of First Refusal beyond that2} year period. Joint

Petition n32. I&E recommended that the AVC be reduced from 20 years to 5 years in

length. I&E St. No. l, pp.26-32,I&E St. No. l-SR" pp.25-32. I&E was concerned

about the propos ed20 year term because residential gas sales are currently declining and

are predicted to continue to decline, gas procurement contracts are typically under 5 years
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in length and because there is uncertainty in projecting sales and capacity needs 20 years

in the future. In contrast, OCA expressed concern that the proposed 20 year term was too

short and that concern was similarly shared by NGSs. OCA St. No. l-S& p. 4, NGS St.

No. l, p.14. Given that continued service on the AVC is critical to Peoples' operations,

I&E agreed through the Settlement process to the proposed 20 year contract length. Joint

Applicants St. No. 4,p.6. However, under the Settlement, Peoples will demonstrate that

these agreements comply with its least cost procurement obligation annually in its

Section 1307(0 filings and Peoples has the right to conduct an annual audit of the

computation of any charges under the AVC agreement that will be provided to I&E,

OCA and OSBA. Joint Petition fl 31. Accordingly, the 1307(f) process will provide the

parties an opportunity to review the AVC charges and ensure compliance with the least

cost procurement obligation. If Peoples does not satisff that obligation, the parties have

the right to pursue the issue in PGC proceedings. Therefore, I&E maintains that these

PGC provisions contained in the Settlement are in the public interest as they ensure that

customers will continue to receive necessary commodity , capacityand storage services,

but does not diminish Peoples obligation to provide those services at least cost as

required by the Public Utility Code. 66 Pa. C.S. $ 13l8(a).

20. Corporate Protections (Joint Petition lffl 33-39): The Sefflement contains a

number of measures to ensure that regulated customers will be protected from the risk of

affiliated businesses that are not regulated by the Commission. These safeguards are in

the public interest as they aid in insulating Peoples and its customers from the risks

associated with unregulated affiliates. In particular, the Joint Petition provides that: (l)
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Peoples will issue and maintain debt held by investors not aff,rliated with SteelRiver or its

affiliates unless the Commission determines ratepayers will experience a net beneht from

any other proposal; (2) Peoples will not request a capital structure for ratemaking

purposes that is outside the range of comparable gas distribution companies; (3) Peoples

will provide thirty days' notice if it intends to make a distribution to PNG which will

cause its actual debt ratio to exceed 55o/o of total capitalization; (4) Peoples dividends to

PNG is limited to a level that maintains a maximum debt ratio of Silo/ounless otherwise

approved by the Commission. The Joint Petition further provides that Peoples will not do

the following unless expressly authorized by the Commission upon showing a net benefit

to retail customers: (l) guarantee the debt or credit instruments of any affiliate not

regulated by the Commission; (2) mortgage utility assets on behalf of any affiliate not

regulated by the Commission other than in conjunction with the financing provided by

PNG to Peoples; and, (3) loan money or extend credit to any affiliate for a term of one

year or more. By providing for Commission approval in advance of certun ftansfers of

funds, interested parties can monitor any changes and such protections provide

accounting and pricing protocols that allow the Commission to perform its regulatory

oversight functions. These safeguards, negotiated as part of the Joint Petition, are above

and beyond the protections that otherwise may have been implemented had this

proceeding been fully litigated. Such measures are in the public interest as they aid in

insulating the Peoples and Peoples TWP from the risks associated with non-jurisdictional

operations.
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B: BOOKS AI\D RECORDS (Joint Petition'l]li42-48)

21. Se- -ate Accounting (Joint Petition fl a3): The Settlement provides that

Peoples will maintain separate accounting for the Peoples Division and Equitable

Division sufficient to provide all Commission required financial statements. Maintaining

separate accounting records is appropriate because, while the day to day operations of the

two utilities will be combined, Equitable will initially be operated as a separate division

of Peoples. Therefore, the separately tracking revenues and expenses is in the public

interest until the Peoples and Equitable tariffs are merged at some point in the future.

C. MANAGEMENT (Joint Petition ffi 52-57)

22. Corporate Headquarters and Emplovment Levels (Joint Petition ulJ 52-57):

The Joint Applicants commit to not move its headquarters outside Peoples' service

tenitory for at least a ten year period after closing this transaction. Joint Petition fl 54.

Peoples further commits to maintain field offices in its service territory at staffing levels

that are sufficient to provide safe and reliable service. Joint Petition fl 55. Moreover, for

a period of four years after Closing, Peoples agrees to provide job placement assistance

as specified in the Settlement to assist employees whose jobs are impacted by the merger.

Joint Petition fl 57. These commitments are in the public interest as they provide

protections for employees while atthe same time do not unreasonably restrict the

flexibility Peoples needs to efficiently provide adequate and reasonable service to its

customers. Decisions about the size and location of workforce are largely within the

utility's discretion. It is well settled that the Commission does not have the authority to

microman age autility and Pennsylvania appellate courts have ruled that utilities, not the

13



Commission, have the right to make such business decisions. Northern Pennsylvania

Power Company v. Pa. P.U.C.,333 Pa. 265,268,5 A.2d 133,134-135 ("The Public

Utility Commission is not a super board of directors for the public utility companies of

the State and it has no right of management over them. . . . The company manages its

own affairs to the fullest extent consistent with the protection of the public's interest, and

only as to such matters is the commission authorized to intervene, and then only for the

special purposes mentioned in the act"). Through the Settlement, the parties guaranteed

these important workforce protections while still allowing Peoples flexibility to operate

its utilities.

D. RELIABILITY, PIPE REPLACEMENT AND LOST AND
UNACCOUNTED FOR GAS (Joinr Petition l|ll 58-61)

23. Pipe Replacement (Joint Petition fl 58): The Settlement demonstrates a

commitment on behalf of the Joint Applicants to pipeline replacement. Peoples revised

Long Term Infrastructure Improvement Program plan ("LTIIP") filed in 2014 wlll

provide a level of investment for the Peoples Division that is consistent in aggregate

amount with the annual average of $80 million under the current Commission approved

LTIIP. Therefore, the Settlement guarantees that the Peoples Division infrastructure

investments will not be reduced as a result of this Transaction. Further, the Sefflement

provides that Peoples will accelerate capital expenditures for the Equitable Division from

$33 millionin2}l4 to at least $45 millionin20lT-2019. This increase is important

because in Equitable's recent LTIIP proceeding, at Docket No. P-2013-2342745,

Commissioners Cawley and Gardner issued a dissenting statement indicating that
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Equitable's capital spending did not satisff the criteria established by the Legislature and

the Commission to accelerate infrastructure replacement investment. The Commissioners

noted that Equitable's capital spending decreased from $45.8 million in 2008 to $28.9

million in20l2 and indicated that Equitable's DSIC eligible infrastructure replacement

will remain relatively flat. Accordingly, the Settlement, which requires Peoples to

increase the Equitable Division's capital expenditures to at least $45 million in2017-

2019, demonstrates Peoples commitment to infrastructure replacement as mandated by

the Legislature and the Commission.

24. Leak Detection and Repair (Joint Petition fl 59): With the exceptions noted

in paragraph 59, Peoples commits to continue operating expenditures for leak detection

and repair at least at2}l?levels. Peoples further commits that best practices to reduce

lost and unaccounted for gas ("UFQ") will be adopted. This Settlement term ensures that

Peoples will continue to devote financial resources to detect and repair leaks. This

commitment is in the public interest because efforts to detect and reduce lost gas should

not be diminished as a result of this Transaction. By sharing best practices between the

merged utilities, the goal is that lost gas will be reduced on both the Peoples and

Equitable systems. I&E supports this goal as it is beneficial to ratepayers from a cost and

safety perspective.

25. Rights o.f Wqv (Joint Petition fl 60): The Settlement provides that Section

5.7 of the Asset Exchange Agreement will be removed from the Transaction and EQT

expressly acknowledges that it has none of the rights set forth therein. Section 5.7

permiued EQT an option to access or modifu Peoples TWP rights of way ("ROW") in
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order to construct gas pipelines adjacent to Peoples TWP Northern Lateral pipeline. I&E

maintained that it was not in the public interest for EQT to access ROW that may have

been acquired by eminent domain or under the threat of eminent domain. I&E St. No. 2,

pp.20-22,I&E St. No. 2-S& pp.20-24. Further, I&E was concerned about the potential

customer confusion that may arise if Peoples TWP negotiates modifications to its existing

ROW on behalf of EQT. I&E maintained that it was appropriate for EQT to directly

negotiate with landowners to acquire its own ROW without assistance from the regulated

utility. Accordingly, this Settlement term is in the public interest because EQT

acknowledges that it does not have the rights set forth in Section 5.7 of the Asset

Exchange Agreement to access or modiff Peoples TWP's existing ROW.

26. Goodwin and Tombaush Gathering Systems (Joint Petition fl 6l): I&E

raised concerns about the potential safety and financial consequences surrounding the

Joint Applicants proposal to transfer the Goodwin and Tombaugh Gathering Systems

("Gathering Systems") from EQT to Peoples. I&E's concerns stemmed from the high

lost and unaccounted for gas levels reported on the gathering lines and the number of

leaks that were discovered during the recently conducted leak survey. Specif,rcally, in

2012, the Goodwin system had83% UFG and the Tombaugh system had63o/o. I&E Ex.

No. 2, Sch. 5. Additionally,445leaks were discovered on the Gathering Systems at the

conclusion of the leak survey completed on May 14, 2013. I&E Ex. No. 2, Sch. 2. The

Joint Applicants do not currently know what it will cost to repair the Gathering Systems

and bring UFG into an acceptable range. I&E St. No. 2, pp. 9-10. I&E expressed

concern that the repair cost could be significant and did not believe that it was in the
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public interest to burden distribution system customers with the cost to repair these

Gathering Systems. I&E St. No. 2, p. 13. Because of these safety and financial concerns,

I&E recommended that the Goodwin and Tombaugh systems not be transferred from

EQT to Equitable as part of this Transaction. I&E St. No. l,p.4,I&E St. No. 2, p. 7.

However, after extensive negotiations, I&E maintains that permitting the Gathering

Systems to transfer with the conditions that are detailed in the Settlement adequately

protects both Peoples and its customers for the reasons discussed below.

a. Safety:

The Public Utility Code mandates that utilities must provide safe, adequate and

reliable service. 66Pa. C.S. $ 1501. While natural gas is undoubtedly a reasonably

priced and efficient way to heat a home, it can be extremely dangerous if facilities are not

properly maintained. The high levels of UFG and reported leaks indicated to I&E that

the Gathering Systems had not been properly maintained, which created a potential safety

hazard for those receiving service from or living near these gathering lines. I&E St. No.

l,P.6,I&E St. No. 2, p. ll-12. Therefore,l&E approached this Sefflement to ensure that

customers served from the Gathering Systems, above all, be provided safe and reliable

gas service.

The Settlement contains several safety provisions that EQT will implement before

the Gathering Systems are transferred. First, the Settlement provides that EQT will

continue to repair leaks on the Gathering Systems before Closing. Joint Petition fl 6l(a).

I&E expressed concern in this proceeding that expending capital and resources to repair

leaks and reduce UFG on the Gathering Systems has not historically been a priority for
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EQT. I&E St. No. 2, p. 10. However, through Settlement, EQT has committed to

continue its leak repair efforts until Closing which should help reduce UFG on the

Gathering Systems when the transfer occurs. Second, the Settlement provides that EQT

will allow the Bureau of Investigation and Enforcement's Gas Safety Division access to

the Gathering Systems to inspect for safety concerns during the period up to Closing.

Joint Petition fl 6l(b). This term is important because the Gathering Systems are not

jurisdictional pipelines; therefore, without this Settlement term, Gas Safety would not

have the authority to inspect these gathering lines. There are approximately 1500

jurisdictional customers who receive service from these Gathering Systems and, in order

for these customers to be served safely, the lines must be maintained, leaks must be

repaired, and UFG levels must be decreased. Allowing Gas Safety to be actively

involved between now and Closing helps ensure that these Gathering Systems, although

non-jurisdictional, are operated safety.

In addition, Peoples has made numerous commitments to ensure that the Gathering

Systems are operated safely after the Gathering Systems are transferred. First, Peoples

has committed to assessing the Gathering Systems facilities in order to develop and

implement an initial plan, in conjunction with the Bureau of Investigation and

Enforcement's Gas Safety Division, to address improvements. Joint Petition U 6l(e)(i).

Attached as Appendix C to the Sefflement is a multistep process Peoples intends to

implement to analyzethe Gathering Systems and develop a course of action to repair the

lines. I&E is satisfied that Peoples is the proper entity to assess, repair, and maintain
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these Gathering Systems. Second, Peoples has agreed that the Commission's Gas Safety

Division will be permitted access to the Gathering Systems to conduct safety inspections

and to observe and veri$' improvements. Joint Petition !l6l(e)(ii). This term is

important because, even after the Gathering Systems are transferred, the gathering lines

are not jurisdictional and Gas Safety would not have the authority to inspect these lines.

Peoples agreement to provide Gas Safety access to the Gathering Systems would not

have been possible without express agreement through the Settlement.

Accordingly, the Settlement is in the public interest because it contains

commitments from EQT and Peoples that are designed to reduce leaks and UFG in order

to ensure that customers served off the Gathering Systems receive safe and reliable

service.

b. Cost Recoverv:

In addition to the safety concerns presented above, I&E was concern about the

potential cost to ratepayers if the Gathering Systems were permitted to transfer to

Peoples. I&E maintained that it was not in the public interest to transfer neglected assets

to a jurisdictional utility and require ratepayers to fund the repair costs. I&E St. No. 2,

pp.7-12. However, the Settlement contains several provisions that ensure customers will

not be an unlimited funding source.

First, on Closing, the Gathering Systems will be transferred to PNG Gathering,

LLC, which is a newly created subsidiary of PNG. Joint Petition fl 6l(c). The Joint

Applicants originally sought to transfer the Gathering Systems directly to Peoples and
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recover the cost to repair the gathering lines from ratepayers. However, through the

Settlement, the parties agree that the Gathering Systems will first be transferred to an

unregulated affiliate during the analysis phase described in Appendix C. Transfening the

Gathering Systems to an unregulated entity ensures that costs incurred to repair and

rehabilitate the Gathering Systems will not be immediately included in rate base and

recovered from ratepayers. Moreover, it allows time to discover the source of the UFG

and repair leaks before requesting Commission approval to transfer Goodwin and

Tombaugh to Peoples. This analysis period is important because the Joint Applicants do

not currently know what it will cost to repair, replace, or rehabilitate these Gathering

Systems. I&E St. No. 2, pp. 9-10. I&E was concerned that the cost could be significant

because I&E witness Ralph Graeser estimated that it costs $500,000 to $1,000,000 per

mile to replace gathering pipeline. I&E St. No. l, p. 6. Because of the potential cost,

I&E maintains that it is not in the public interest to immediately transfer the Gathering

Systems to Peoples. Instead, it is appropriate to transfer the Gathering Systems to an

unregulated entity as proposed in Settlement in order to give Peoples time to learn the

cause of the UFG and determine the extent of the leaks. Once this analysis is complete,

Peoples can make an informed recommendation to the Commission concerning

rehabilitation or abandonment of the Gathering Systems.

Second, EQT will provide $5 million to PNG Gathering for use in connection with

the Gathering Systems. Joint Petition fl 6l(d). EQT's $5 million contribution will be

used to complete the assessment process presented in Attachment C. Joint Petition
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!f 61(c). It was important to I&E that EQT share some of the cost that will be incurred to

analyze the Gathering Systems. As noted above, I&E did not believe it was in the public

interest for a non-jurisdictional entity to allow its assets to fall into disrepair, transfer

those assets to a jurisdictional utility and require jurisdictional ratepayers to pay for the

necessary repairs. Accordingly, it is appropriate that the assessment phase of the

Gathering Systems be funded by EQT's $5 million contribution rather than by

jurisdictional customers.

Third, the parties have agreed to an economic test to determine whether the

Gathering Systems should be transferred to Peoples. Joint Petition 1161(f). The parties

agree that the Gathering Systems may be transferred to Peoples if the amount of

additional investment necessary to provide safe and reliable service from the Gathering

Systems is equal to or less than the sum of the remaining portion of the EQT

Contribution, the estimated $12 million cost to convert customers to alternative fuels, the

estimated increment aI ratebase investment of $6 million that would be supported by

revenues from the approximately 1,500 customers served by the Gathering Systems, and

any additional investment supported by incremental revenues on the Gathering Systems

facilities. If this economic test is satisfied and the Commission approves transfer of the

Gathering Systems, Peoples Equitable Division will be permitted to include in rate base

the investments it makes to improve the Gathering Systems. Therefore, if the economic

threshold is met, the parties agree that it is in the public interest to transfer the Gathering

Systems to Peoples and Peoples will be permitted to recover its investments from
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ratepayers. However, if the economic test is not satisfied, the Settlement provides that

Peoples will recommend not to further invest in the Gathering Systems. This term is a

substantial benefit because it ensures thatratepayers will not be an unlimited source of

funding to repair the Gathering Systems. Given that the Joint Applicants do not currently

know how much it will cost to reduce UFG on the Gathering Systems, it was important to

I&E to protect ratepayers from becoming a blank check to fund some untold millions in

repairs that may be needed. Accordingly, this Settlement term is a substantial benefit

because it protects ratepayers from funding unlimited repair costs and protects Peoples

from the risk of not recoverins its investments.

E. CUSTOMER SERVICE (Joint Petition ffi62-67)

27. The Settlement reflects a commitment to service quality and reliability by

articulating specific commitments to improve and maintain customer service. The

Settlement requires Peoples to achieve the customer service metrics presented in

paragraph 62 in each of the next five years. Furthermore, for three calendar years,

Peoples will provide annual reports analyzingits progress in achieving the customer

service thresholds set forth in the Settlement. If a specific metric is not met, Peoples will

convene a collaborative with OCA, OSBA and I&E to discuss the report and will provide

a detailed plan to achieve the metric. This process allows the opportunity for parties to

discuss and implement mutually agreed upon steps. However, if the parties fail to reach

an agreement, the Settlement expressly holds that aparty can seek Commission review of

the contested point. These Settlement terms represent a substantial benefit as it
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demonstrates a commitment to service quality and allows the parties to have ongoing

review of Peoples progress by providing the opportunity to recommend measures to

ensure compliance with the agreed upon standards. I&E understands that the Joint

Applicants will focus on creating synergy savings once this Transaction is consummated;

however, these commitments obtained through Settlement ensure that customer service

will not be degraded for Peoples and Equitable customers.

F. UNMRSAL SERVICE (Joint Petition tTfl 68-73)

28. LIURP Funding (Joint Petition \73): Peoples agrees to increase Low

Income Usage Reduction Program ("LIURP") funding in the first four years after

Closing. Specifically, beginning January l,2}l{,Peoples Division will increase its

LIURP funding by $150,000 per year to $1,250,000 annually. The Equitable Division

LIURP funding will increase by $100,000, resulting in a total LIURP budget of $800,000

per year in each of the four years. Similarly, Peoples TWP LIURP budget will be

increased by $25,000. These increases will be funded by shareholders for the four year

period. These shareholder funded LIURP increases are a substantial public benefit as it

will contribute to the reduction of energy use and ultimately lower bills for low income

customers.

G. COMMUNITY COMMITMENT (Joint Petition ffi74-76)

29. Corporate Contributions (Joint Petition l7\: Peoples commits to continue

corporate contributions and community support in southwestern Pennsylvania that is at

least equivalent to z}l2levels of $l million for Peoples and $400,000 for Equitable.



I&E maintains that this term is in the public interest as it ensures that corporate

contributions in this region will not be adversely impacted by this Transaction.

30. Outside Services (Joint Petition fl 75): Peoples commits to bring services

that are currently performed outside of Equitable's service area (i.e. call center, billing)

into the Peoples service area within 5 years.

31. Diversity Policlt (Joint Petition 176): The Commission recognizes the

importance of diversity as evidenced by its policy statement which encourages major

jurisdictional utilities to incorporate diversity in their business strategy in connection with

the procurement of goods and services. 66 Pa. Code $ 69.801. The express assurance

contained in the Settlement that the Commission's diversity policy will be adhered to is

in the public interest because providing economic opportunities to diverse businesses

demonstrates a continued commitment to community and civic involvement.

H. RETAIL SUPPLY COMPETITION (Joint Petition n77)

32. Peoples agrees to convene a collaborative with interest parties within 12

months of Closing to develop a strategy to further promote retail natural gas supply

competition in its service tenitory. Although both Equitable and Peoples have active

natural gas suppliers serving customers on their systems, competition has been more

evident on Peoples' system. A potential benefit of this Transaction is that the policies in

place for Peoples that have resulted in more competition will be extended to Equitable.

Accordingly, convening a collaborative will provide an opportunity to allow interested
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parties to develop ways to enhance retail natural gas competition in Western

Pennsylvania.

IV. CONCLUSION

33. Based upon I&E's analysis of the filing, acceptance of this proposed

Settlement is in the public interest. Resolution of this case by settlement rather than

litigation will avoid the substantial time and effort involved in continuing to formally

pursue all issues in this proceeding at the risk of accumulating excessive expense.

' 34. I&E's agreement to settle this case is made without any admission or

prejudice to any position that I&E might adopt during subsequent litigation in the event

that the Settlement is rejected by the Commission or otherwise properly withdrawn by

any other parties to the instant proceeding.

35. If the ALJ recommends that the Commission adopt the Settlement as

proposed, I&E agrees to waive the filing of Exceptions. However, I&E has not waived

its right to file Reply Exceptions with respect to any modifications to the terms and

conditions of the Settlement, or any additional matters, that may be proposed by the ALJ

in the Recommended Decision. I&E also reserves the right to file Reply Exceptions to

any Exceptions that may be filed.
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WHEREFORE, the Commission's Bureau of Investigation and Enforcement

represents that it supports the Settlement as being in the public interest and respectfully

requests that Administrative Law Judge Mark Hoyer and the Commission approve the

terms and conditions contained in the foregoing Joint Petition for Non-Unanimous

S eff lement without modification.

Respectfully submitted,

Allison C. Kaster
Afforney l.D.#93176

Carrie B. Wright
Attornev I.D. #208185

Bureau of Investigation and Enforcement
Pennsylvania Public Utility Commission
Post Office Box 3265
Harrisburg, Pennsylvania I 7 I 05 -3265
(7r7) 783-7998

Dated: September 25, 2013
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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 Public Convenience (1) to Transfer All
of the Issued and Outstanding Limited
Liability Company Membership Interest of
Equitable Gas Company, LLC to 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 Peoples Natural Gas Company LLC

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Appendix H

DocketNos. A-2013-2353647
A-2013-2353649
A-2013-2353651

STATEMENT OF THE OFFICE OF CONSUMER
ADVOCATE IN SUPPORT OF THE JOINT

PETITION FOR NON-UNANIMOUS SETTLEMENT

The Office of Consumer Advocate (OCA), one of the signatory parties to the Joint

Petition for Non-Unanimous Settlement (Settlement) respectfully requests that the terms and

conditions of the Settlement be approved by Administrative Law Judge Mark A. Hoyer (ALJ

Hoyer) and the Pennsylvania Public Utility Commission (Commission). This request is based



upon the OCA's conclusion that the proposed Settlement is in the public interest and is in the

interest of the customers of Equitable Gas Company, LLC, Peoples T'WP, LLC and Peoples

Natural Gas Company, LLC.

I. INTRODUCTION

On March 19, 2013, Equitable Gas Company, LLC (Equitable), Peoples TWP

LLC (Peoples TWP) and Peoples Natural Gas Company LLC (Peoples LLC) (collectively, the

Applicants) filed the instant Application seeking Commission approval of the following: (1) the

transfer of l00%o of the issued and outstanding limited liability company membership interests in

Equitable, an indirect subsidiary of EQT Corporation (EQT), to PNG Companies LLC (PNG), an

indirect subsidiary of SteelRiver Infrastructure Fund North America LP (SRIFNA); (2) the

merger of Equitable with Peoples LLC, a wholly-owned subsidiary of PNG, and the operation of

Equitable as an operating division of PNG; (3) the transfer of certain storage and transmission

assets of Peoples LLC to EQT; (4) the transfer of certain assets and or the exchange of certain

services between EQT and Equitable; (5) certain PNG ownership changes associated with the

transaction; (6) certain associated gas capacity, storage, interconnects, leases, and supply service

agreements among Peoples LLC, Peoples TWP, Equitable, and or EQT; and (7) certain changes

in Peoples LLC's tariff necessary to carry out the proposed transactions. The Applicants further

seek all other approvals or certificates appropriate, customary, or necessary under the Code to

carry out the transactions contemplated in this Application in a lawful manner.'

Through this Application, PNG will merge Peoples LLC and Equitable, although

Equitable will initially operate as a separate division. If the Application is approved, the

' In the Joint Petition for Settlement the term "Peoples" refers to both the Peoples Division and the Equitable
Division as those entities will exist after the merger. In this Statement in Support, the OCA refers to "Peoples

LLC", "Equitable" and "Peoples TWP" as the separate NGDCs for purposes of explaining how certain Settlement
provisions specifically apply to those NGDCs. When referring to commitments made in the Settlement, the OCA
will use the term "Peoples" and adopt the same definition as put forth in the Joint Petition for Settlement.



Applicants state that PNG will focus on the regulated distribution utility businesses of Peoples

LLC, Peoples TWP, and Equitable while EQT will focus on transportation, storage, gathering,

exploration and production businesses. To achieve this reorganization, under the transaction

numerous assets, rights and commercial agreements will be transferred. Further, under the terms

of the asset purchase agreement, PNG will pay EQT $720 million, which includes $100 million

of pipeline improvements.

On April 15,2013, the OCA filed its Protest in this matter. On April 8 and April

13, 2013, respectively, the Bureau of Investigation and Enforcement and the Office of Small

Business Advocate each filed a Notice of Appearance in this matter. Numerous other parties

also filed Protests and/or Petitions to Intervene in this matter, including: Retail Energy Supply

Association; Dominion Transmission, Inc.; United Steel Workers International Union, Local

12050:' Dominion Retail & Interstate Gas Supply; US Steel Corp.; Pennsylvania Independent Oil

& Gas Association; Peoples-Equitable Merger Interveners; Utility Workers Union of America

Local 666; Snyder Brothers, Inc.; and Pennsylvania State University.

ALJ Hoyer was assigned to this proceeding. On Apil 24, 2013, ALJ Hoyer

notified the parties that a Prehearing Conference would take place on May 9, 2013. A

Prehearing Conference was convened on May 9, 2013. At that time the parties agreed to a

procedural schedule and also certain modifications to the discovery rulgs. In its Prehearing

Memorandum, the OCA indicated that it had received four public input hearing requests. The

OCA requested one telephonic public input hearing because of the size of the Applicants' service

territories. In a June 12, 2013 Order, ALJ Hoyer confirmed that one telephonic public input

hearing would be held on July 10, 2013, and ordered the Applicants to provide public

notification of same. The OCA participated in the telephonic public input hearing on July 10,



2013. Several citizens participated and provided on-the-record testimony for the Commission to

consider in this matter.

Consistent with its Protest and Prehearing Memorandum in this matter, the OCA

preliminarily identified a number of issues presented by the Application that would require

investigation and analysis, as follows:

a. Affirmative Ratepaver Benefits: The Application and its proposals may

not demonstrate that this merger will provide substantial, affirmative ratepayer benefits in

accordance with Pennsylvania law. The request for merger approval should not be approved

unless and until the Applicants can demonstrate and provide affirmative, substantial ratepayer

benefits from this merger such as through rate reductions, rate stability and enhanced quality of

service.

b. Merger Savings/Synergies: The OCA submits that the Applicants'

proposal must be examined to determine if the proposed merger will result in synergies and

savings that will provide substantial, affirmative benefits to ratepayers. The Applicants'

estimates of savings must be thoroughly reviewed and substantiated.

c. Costs to Achieve: Additional information regarding the costs to achieve

the merger is necessary before the Commission can determine that these costs are reasonable. In

addition, the allocation of costs to achieve between ratepayers and shareholders, and between

corporate functions and subsidiaries, must be examined to determine whether ratepayers are

receiving an appropriate share of the net benefits anticipated from this merger.

d. OualitLof Service: The Application provides no specific proposal to

ensure that quality of service to Equitable, Peoples TWP and Peoples ratepayers improves

because of this merger. Therefore, the OCA submits that the Commission must, at a minimum,



ensure that quality of service, including reliability, customer service, and billing service, are

enhanced as a result of the merser.

e. ,*0u", o"n *u,.r: The Application provides that Equitable's retail tariff in

effect at the time the proposed transaction occurs will be adopted by Peoples and will rernain in

full force and effect. The OCA submits that the Commission must examine the impact the

proposed merger will have on tfr" delivery rates and purchased gas cost rates for the companies.

f. Market Power and Effects on Competitive Markets: Under Section 2210,

the Commission must examine the effect of this merger on the competitive retail natural gas

market. The impact on the market should be further explored to assure that the merger does not

negatively impact the retail market.

g. Natural Gas Purchasing: As natural gas distribution companies, Equitable,

Peoples and Peoples TWP are required to obtain natural gas on behalf of their customers under a

least-cost procurement policy. 66 Pa. C.S. $$ 1301(D, 1317 and 1318. Therefore, such

purchases must be just and reasonable. The OCA submits that the Commission should determine

if this merger will affect the Applicants' purchasing practices.

h. Corporate Structure: The proposed corporate structure raises several

issues that should be explored and resolved prior to approval of the merger. For example,

appropriate accounting protocols to prevent cross-subsidization must be in place. In addition,

appropriate Codes of Conduct must be in place to govern the relationships between the operating

companies. The proposed corporate structure also must be reviewed to assure that there are no

adverse tax effects.

r. Universal Service: The Application does not discuss the continuation and

improvement of Equitable, Peoples or Peoples TWP's universal service programs. The



Commission must examine the universal service programs to ensure that these programs receive

appropriate funding and local management attention and to assure that the programs continue to

improve to meet the needs of low-income and payment troubled customers in Equitable, Peoples

and Peoples TWP's service territories. It is also important to maintain and enhance the

participation of local community-based organizations in the development and implementation of

these programs.

Post corporate-resffucturing, the

Commission must ensure that it retains sufficient jurisdiction, as well as access to appropriate

books and records of all subsidiaries, to ensure the continued provision of safe, adequate and

reliable service in Pennsylvania, to ensure against inappropriate cross subsidies at the expense of

Pennsylvania consumers, and to support workable and viable competitive markets for retail

natural gas supply.

In order to adequately investigate these issues and others that became evident

throughout the course of this matter, the OCA's expert witnesses, Richard S. Hahn and Nancy

Brockway submitted 10 sets of formal discovery to the Applicants. The OCA also engaged in

extensive informal discovery with the Applicants on a wide range of issues presented by the

Application. In accord with the procedural schedule established for this matter, on July 24,

2013. the OCA submined OCA Statement No. l. the Direct Testimonv of Richard S. Hahn in

Public and Highly Confidential versions. The OCA also submitted OCA Statement No. 2, the

Direct Testimony of Nancy Brockway. Other intervenors also submitted direct testimony on that

date, including the Office of Small Business Advocate (OSBA), the Bureau of Investigation and

Enforcement (BI&E), Dominion Retail, Inc., and Interstate Gas Supply, Inc., (Dominion/Ics),



Snyder Brothers, the Pennsylvania Independent Oil and Gas Association (PIOGA) and Citizens

for Pennsylvania' s Future (PennFuture).

On August 19, 2013, rebuttal testimony was submitted by the Applicants,

Dominion/IGS and OSBA. On September 6,2013, the OCA submitted OCA Statement l-SR,

the Surrebuttal Testimony of Mr. Hahn and OCA Statement 2-SR, the Surrebuttal Testimony of

Ms. Brockway. Other parties also submitted surrebuttal testimony on that date, including the

Applicants, OSBA, BI&E, PennFuture, Dominion/Ics, Snyder Brothers and PIOGA.

Evidentiary hearings were scheduled for September ll,12 and 13.

During the course of this proceeding, the parties engaged in extensive

negotiations. As a result of those discussions, OSBA, BI&E, OCA, Dominion/IGS, Snyder

Brothers, PIOGA and the Applicants (Settling Parties) reached a Settlement, prior to the start of

evidentiary hearings, as to all issues the aforementioned intervenors had raised in this matter. On

September Il, 2013, ALJ Hoyer held a one-day evidentiary hearing where the Settling Parties

submitted testimony into the record. During the evidentiary hearing, PennFuture's witness Mr.

Plunkett appeared for purposes of cross examination by the Applicants and OSBA.

In accord with ALJ Hoyer's directions, a Joint Petition for Settlement (Joint

Petition) and Statements in Support from the Settling Parties are due on or before September 25,

2013. The OCA submits this Statement in Support to provide its views on why this Settlement is

in the public interest and in the best interests of the consumers of Peoples LLC, Equitable and

Peoples TWP.

il. TERMS AND CONDITIONS OF JOINT SETTLEMENT AGREEMENT

For a merger to be approved by the Commission, it must present substantial

affirmative benefits to the public. City of York v. Pa. PUC, 295 A.zd 825, 828 (Pa. 1973);



Popowsky v. Pa. PUC,937 A.2d 1040 (Pa. 2007). The comprehensive nature of this Settlement

satisfies that standard. The Settling Parties have addressed and proposed a number of key

benefits within the Settlement document, including a cap on base rates for both Peoples LLC and

Equitable until January 1,2018, an accelerated level of capital spending on the replacement of

high risk pipes with a revised focus solely on distribution and gathering systems, increased

commitments to customer service and reliability and increased funding for low-income

programs. The Settling Parties have also provided key financial protections to insulate the

regulated operations from the unregulated operations of PNG and SteelRiver. The OCA submits

that the Settlement, taken as a whole, provides substantial affirmative benefits to the public, is in

the public interest and consumers' interest, and therefore should be approved.

The following represents the terms of the Settlement that directly address the

OCA's concerns in this case. The OCA expects that the other signatory parties will address

those areas of the Settlement that apply to their issues.

A. Rate Stabilitv (Joint Petition.l[1121. 22. 23.25. 26. 27 and 4l).

As OCA witness Richard Hahn testified, this Application presented a number of

complex issues and complicated transactions. OCA St. I at 4.2 As Mr. Hahn testified, one of the

primary concerns in this matter was the potential for these complex asset transfers to have a

negative impact on the rates paid by the customers of Peoples LLC and Equitable. OCA St. 1 at

10. As Mr. Hahn explained, the filing of a base rate case in the first few years after the merger is

consufilmated would lead to higher rates for customers than would have been the case had no

merger occurred. OCA St. I at21-28. Specifically, the inclusion of any acquisition, transaction

or transition costs to achieve the merger in rates could lead to higher costs for customers. OCA

t All references to OCA Statement No. I refer to the Public Version of Mr. Hahn's Direct Testimony. OCA
Statement No. 1 in Highly Confidential version will not be cited to in this document.



St. 1 at 23-24. In addition, the sale of Equitable as the transaction is structured would result in

the loss of a substantial Accumulated Deferred Income Taxes (ADIT) balance in the near term

that serves as an offset to rate base, which would lead to higher rates for customers in the event

of a base ratq filing in the next few years. OCA St. I at 27-28. As Mr. Hahn testified, the

Applicants have provided high level estimates of potential merger savings that could serve to

offset this ADIT loss, but there is no guarantee of these savings in the near term. OCA St. 1 at

30.

The OCA and other parties to this Settlement engaged in numerous and lengthy

discussions with the Joint Applicants as to a mechanism for the provision of long-term rate

stability for customers. The Settling Parties agreed to address these concerns in Paragraphs 21,

22,23,25,26 and27.

The Settlement provides that base rates for Peoples LLC and Equitable will be

capped until at least January 1, 2018. Settlement at \ 27. In addition, should the merged

divisions of Peoples LLC and Equitable file a combined base rate case with new rates to become

effective after January l, 2018, but prior to January l, 2019, such rate case filing will include at

least $15 million of synergy savings. Settlement at\27. The Settlement also provides that post

closing, Peoples LLC base rates will be reduced on one-days' notice to reflect the transfer of

transmission and storage assets to EQT. Settlement at[[26. Further, any acquisition premium,

transaction, or transition costs will be excluded in setting rates in any future Commission

proceeding and will also not be included in rates for the FERC-regulated agreements pertaining

to the storage and transmission assets transferred to EQT. Settlement at\\2I,22,23 and25.

Peoples additionally agreed to provide annual reports to the Commission and the parties as to the



levels of merger savings being created during the rate cap period, consistent with the

recommendation of OCA witness Hahn. Settlement at[[4]: OCA St. I at4,34.

These Settlement provisions provide a long-term rate cap for customers of

Peoples LLC and Equitable, an immediate base rate reduction for Peoples LLC's customers, and

effectively mitigate the potential for transactional costs to flow through to ratepayers at some

future time. As such, the OCA submits that these agreements will provide substantial

affirmative benefits for ratepayers and are in the public interest.

B. Increased Capital Spending (Joint Petition.l[1[ 30 and 58).

One of the main areas for potential savings and synergies resulting from the

combination of Equitable and Peoples LLC is the proposed elimination of replacing redundant

distribution facilities. As OCA witness Hahn testified, Peoples LLC and Equitable currently

have overlapping distribution pipelines in many parts of their respective service territories. OCA

St. I at 25-27. As separate entities, Peoples LLC and Equitable each have Long Term

Infrastructure Improvement Programs (LTIIP) that incorporate replacing aging distribution

facilities that overlap in the same service areas. As Mr. Hahn testified, absent the merger, the

two utilities would recover the costs of replacing distribution facilities, even those in overlapping

areas, through the Distribution System Improvement Charge (DSIC). OCA St. I at 25-26. The

Applicants estimate synergy savings from the avoidance of replacing, redundant distribution

facilities at $10-$20 million per year. Id. As Mr. Hahn explained, however, no detailed plan to

achieve these savings was presented with the Application materials. Id. Further, and in order to
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provide substantial affirmative benefits, Mr. Hahn testified that an accelerated level of capital

spending should be achieved. OCA St. I at 4.3

The Settling Parties agreed to address these concerns in Paragraphs 30 and 58.

The Settlement provides that Peoples LLC's and Equitable's DSIC rates will be frozen at their

current levels until the filing of a combined LTIIP or Asset Optimization Plan for calendar years

20 15 throu gh 2019 . Settlement at j[ 30. Consistent with the transfer of transmission and storage

facilities to EQT, Peoples LLC commits to redirect its current proposed capital spending on

transmission system infrastructure to a refocused acceleration of replacing high risk pipes on its

distribution and gathering systems. Settlement at j[ 58. For Peoples LLC, the combined LTIIP

will include the same aggregate amount of spending as approved in its current LTIIP,

approximately $80 million per year, but with all such spending now focused solely on

distribution and gathering system assets. Settlement at t[ 58. For Equitable, the Settlement

provides that a ramped up level of spending will be included in the combined LTIIP, such that

spending will increase from the current level of $33 million per year to $45 million per year over

the course of the combined LTIIP. Settlement at 1[ 58.

. The commitments made to further accelerate the replacement of high risk pipes

for these two NGDCs, with overlapping service territories are substantial. Peoples LLC will

continue its replacement of high risk pipe at the same spending levels currently authorized by the

Commission, but with a concentrated focus on its distribution and gathering system assets, as

transmission and storage assets are being transferred to EQT. For Equitable, spending levels for

' See Joint Dissenting Statement of Commissioner Cawley and Commissioner Gardner in Re Petition for
approval of its Long-Term Infrastructure Improvement Plan of Equitable Gas Company, Docket No. P-2013-
2342745 (Order entered July 16, 2013) (Joint Dissent). In the Joint Dissent, Commissioners Cawley and Gardner
explained that Equitable's capital spending in 2008 was $45.8 million, but had declined to $28.9 million in2Ol2,
and that Equitable's proposed LTIIP showed a decrease in overall annual pipe replacement for the 2013-2077
period. Joint Dissent at l.
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the replacement of high risk pipe will be substantially increased over the term of the combined

LTIIP. Further, the combined LTIIP will eliminate the need to replace redundant facilities and

thus will provide much greater levels of high risk pipe replacement than either NGDC could

have achieved on its own. Moreover, as the Settlement is structured, these increased spending

levels will remain in place regardless of whether Peoples LLC or Equitable reach their individual

DSIC caps prior to the time when a combined base rate case with new rates would become

effective. The OCA submits that these agreements will provide substantial affirmative benefits

for ratepayers and are in the public interest.

C. Asset Transfer Protection (Joint Petition.l[1[ 26. 31 and 32).

As part of the transaction, certain transmission and storage assets known as the

Allegheny Valley Connector (AVC) will be transferred from Peoples LLC to EQT, and

following the transfer EQT will provide capacity and supply to Peoples LLC and Equitable

through a long-term agreement. As OCA witness Hahn testified, the stated value of the AVC

assets being transferred from Peoples LLC to EQT is $93 million. OCA St. I at 10-15. Mr.

Hahn testified that this transfer of assets raised several concerns. First, the Application was

unclear as to how the capital structure of Peoples LLC would be affected by the transfer of $93

million of assets out of rate base with no apparent corresponding level of debt reduction for

Peoples LLC. OCA St. 1 at 10-15. Mr. Hahn recommended that PNG should ensure that

Peoples LLC's capital structure not be adversely affected by this transfer of assets, such that any

levels of debt held by Peoples LLC to support the AVC assets would be extinguished upon the

transfer. OCA St. I at 14-15.

The Settling parties agreed to address this concern in Paragraph 26, as the

Settlement provides that Peoples LLC's capital structure after the transfer of the AVC assets will
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remain at an approximate 50Vo debt and 507o equity level. Settlement at[l26. Mr. Hahn also

testified as to his concerns over possible increased costs for the long-term capacity and supply

contracts being proposed between EQT and Peoples through the use of the AVC assets. OCA St.

1 at2l-23. Mr. Hahn testified that ratepayers should pay no more for the use of these assets after

the transfer to EQT, than they would have paid had these assets remained in Peoples LLC's rate

base. Id.

The OCA engaged in extensive formal and informal discovery and had numerous

discussions with the Applicants as to the proposed transfer of the AVC assets, specifically in

regards to how the charges for these long-term contracts would be assessed and charged to

ratepayers and what protections were built into the contracts to avoid price escalations. The

OCA also had concerns as to the adequacy and continuation of supply at the end of the initial 20-

year contract term. The Settling Parties agreed to address these concerns in Paragraphs 31 and

32.

The Settlement provides that Peoples will have the obligation on a going forward

basis to establish that the AVC contracts comport with its least cost procurement obligation

under Section 1307(f) of the Public Utility Code. Settlement at jL31. Peoples will have the

ability to conduct annual audits of how the charges under the AVC contract are being

determined, and will provide reports of same to I&E, OSBA and OCA. Id. Further, to ensure

that capacity and supply constraint issues will not emerge at the end of the initial 2}-year

contract term, Peoples negotiated a Right of First Refusal for the continued use of the AVC

assets at that time if such an arrangement would be reasonably necessary and commercially

acceptable. Settlement at\132. With the additional commitments and safeguards contained in
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the Settlement as to the AVC asset transfer. the OCA submits that a reasonable resolution as to

its concerns in this matter has been reached.

D. Financial Protections (Joint Petition.lH[ 33. 34. 35. 36. 37. 38 and 39).

OCA witness Hahn testified that certain financial protections and safeguards

should be put in place in order to separate regulated operations like Peoples TWP, Peoples LLC

and Equitable from the unregulated operations of affiliates of PNG and SteelRiver. OCA St. I at

24. Such safeguards are typically referred to as "ring-fencing" measures, and include such

provisions as prohibiting the regulated entities from guaranteeing the debt of unregulated

affiliates, pledging assets as collateral for funding of unregulated affiliates' operations,

maintaining separate debt and credit ratings, and limiting cash and other contributions from the

regulated entities to parent companies. OCA St. I at24.

In the rebuttal testimony of Peoples witness Morgan O'Brien, many of Mr.

Hahn's recommendations as to ring-fencing measures were accepted by Peoples; however, as

Mr. Hahn discussed in his Surrebuttal Testimony there was some lack of clarity as to whether

those commitments extended only to Peoples LLC, or also included Equitable and Peoples TWP.

OCA St. l-SR at 3. The Settling Parties agreed to address these concerns in Paragraphs 33

through 39. The Settlement provisions therein contain an entire slate of ring-fencing measures,

specifically including Peoples and Peoples T'WP, that directly address the OCA's concerns in

this regard. Settlement at 9[9[ 33-39. As such, the OCA submits that the financial protections

embodied in the Settlement are in the public interest.
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E. The Goodwin and Tombaugh Gathering Systems (Joint Petition.l[6]).

As part of the transaction, the Goodwin and Tombaugh gathering systems were

proposed to be transferred from EQT to Peoples. This matter has been the subject of great

controversy between the parties, and in fact the issue of transferring these assets was fully

litigated in a prior proceeding before the Commission.a OCA witness Hahn testified as to the

concerns over the transfer of these assets. OCA St. I at 15-21.

As Mr. Hahn explained, the gathering systems currently have high levels of lost

and unaccounted for gas (LUFG), appear to be in need of rehabilitation and repair efforts at

undetermined levels of cost, and yet are also currently serving over 1500 natural gas customers.

OCA St. 1 at 15-21. Mr. Hahn recommended that the Applicants should bear the necessary

expense to rehabilitate the gathering systems'in order to continue service to the cuffent

customers, and that the gathering systems should not be transferred to Peoples such that the costs

of repair and rehabilitation would be included in rates. OCA St. I at 15-21.

Consistent with the OCA's position in the case below, a thorough and systematic

inspection and analysis of these gathering systems should be conducted before any final decision

can be reasonably reached as to the ultimate disposition of these assets. The Settling Parties

engaged in extensive formal and informal discovery as to this matter, and engaged in numerous,

protracted settlement discussions in an effort to forge some reasonable path forward on this

matter. The Settling Parties agreed to resolve this matter as set out in Paragraph 61.

" In June of 20l2,Equitable submitted a filing to the Commission seeking to acquire the Goodwin and
Tombaugh gathering systems from unregulated affiliates of Equitable and EQT. See In re Equitable Gas Compan),,
LLC DocketNos. R-2012-2312517,G-2012-2312597,andC-2012-2315323. ln thatmatter, anon-unanimous
settlement was reached between Equitable, OSBA and OCA. I&E opposed the settlement and the matter was fully
litigated before Administrative Law Judge Mary D. t ong (ALJ Long). In her Recommended Decision, ALJ Long
denied the Application and the settlement. Subsequently, Equitable filed a Petition to Withdraw the matter in its
entirety, or alternatively to consolidate the matter with the current Merger Application. The Commission granted
Equitable's request.
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As to the Goodwin and Tombaugh gathering systems, the Settlement provides that

the gathering systems will be initially transferred to a new entity, PNG Gathering LLC; EQT will

provide $5 million to PNG Gathering for the initial analysis, testing and improvements/repairs

made during this initial inspection; the Commission's Gas Safety Division will have access to the

gathering systems for safety inspections; and, after the initial assessment is complete Peoples

will submit a filing to the Commission with a recommendation as to whether the gathering

systems should be transferred to Peoples. Settlement at j[ 61.

As discussed above, the Goodwin and Tombaugh matter has been a highly

controversial part of this transaction. The Settlement provision as to this issue is intended to

provide all parties with a thorough review and inspection of the gathering systems, to do so in a

cost-effective and safe manner, to enable a reasoned decision as to the ultimate disposition of the

assets, and importantly, to provide a reasonable path forward to continue the provision of natural

gas service to some 1500 Pennsylvania utility customers. The OCA submits that this provision

of the Settlement is a substantial step forward in positively addressing an issue of great

importance to many of the Parties, and certainly to the customers receiving service from these

gathering systems. As such, this agreement represents a reasonable resolution of a difficult issue

and is in the public interest.

F. Gas-on-GasCompetition(JointPetition.ll29).

OCA witness Richard Hahn testified as to one of the possible benefits of the

proposed transaction, the elimination of gas-on-gas competition, at least between Equitable and

Peoples LLC. OCA St. 1 at 26-27. As Mr. Hahn testified as to prior Commission findings in

regard to gas-on-gas competition:

The Commission has found in other proceedings that gas-on-gas competition is
not in the public interest.
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Discounts arising from gas-on-gas distribution competition are not
in the public interest because they have a negative impact on
captive customers. When evaluating the consolidation of two
natural gas distribution companies, the Commission must consider
whether the proposed consolidation is likely to result in
anticompetitive or discriminatory conduct, which will prevent
retail gas customers from obtaining the benefits of a properly

functioning and effictively competitive retail natural gas market.
(66 Pa. C.S. $ 2210). A proper$ functioning and effectively
competitive retail natural gas market must be one which assures
an opportunity for all customers to benefit - not just a select few.

OCA St. I at27 (footnote omitted, emphasis in original).

In Rebuttal Testimony Peoples witness Mr. Gregorini explained that post-merger,

gas-on-gas competition would be phased out. Joint Applicants St. 4-R at 8. The Settling Parties

agreed to incorporate this commitment in Paragnph 29. Settlement at\29. The OCA submits

that this provision provides substantial affirmative public benefits, as the Commission has

previously found, gas-on-gas competition is not in the public interest, has a negative impact on

captive customers and is inherently discriminatory in practice as only a select few customers can

benefit from it.

G. Customer Service (Joint Petition.l[9[55. 62. 63 and 64).

OCA witness Nancy Brockway testified as to her concerns over the lack of any

quantifiable commitments by the Joint Applicants to improve customer s.ervice as a result of the

merger. OCA St. 2 at7. Ms. Brockway specifically testified that

Any merger poses risks to customers of the merging utilities. Mergers can disrupt
the ordinary ways the Applicants had done business. Mergers demand
considerable time from management during the early years to meld the cultures
and methods of the merging companies. Unless the Applicants put extra effort
and resources into the ordinary running of the business, there is a risk that the gas

operations will not receive the attention they require, at least in the first several
years after a merger closes.
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OCA St. 2 at7. In her Direct Testimony, Ms. Brockway provided a thorough review of current

customer service indices for Equitable, Peoples LLC and Peoples TWP. OCA St. 2 at 8-11.

After review of the Applicants' current customer service indices, Ms. Brockway recommended

that the Applicants should commit to the following heightened level of customer service metrics:

a) percent of calls answered within 30 seconds = atleast 82Vo,

b) busy-out rate = no more than0.25Vo,

c) call abandonment rate = no higher than 2.57o, and

d) percent response within 60 minutes to emergency calls = at least 99.O07o.

OCA St. 2 at 15.

The Settling Parties agreed to address these concerns in Paragraphs 55,62,63 and

64. Specifically, for Peoples the Settlement provides:

Peoples will commit to achieve and maintain the following levels of performance
in the following customer service metrics in each of the next five years for its
Peoples and Equitable Divisions:

(a) percent of calls answered within 30 seconds of atleast827o,

(b) busy-out rate of no more than0.257o,

(c) call abandonment rate that is no higher than 3Vo for 2014,2015 and 2016,

and2.5Vo for 20Il and 2018.

(d) percent response within 60 minutes to emergency calls of at least 98.57o

for 2014. 2015 and 2016 and 99Vo for 20ll and 201 8.

Settlement ati{62. These provisions will ensure that customers of Peoples will see measurable

improvements in customer service as a result of the merger. As to Peoples TWP, the Settlement

provides that the heightened customer service metrics agreed to in the SteelRiver acquisition of

TWP will be extended for an additional two years. Id. Peoples has also agreed to conduct
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further studies on improving customer service and to make copies of those studies available to

the participants in this proceeding, and to track and provide a report to I&E, OSBA and OCA as

to its progress toward achieving the agreed-to customer service metrics. Settlement at\[163,64.

As such, the OCA submits that these provisions provide substantial affirmative benefits and are

in the public interest.

H. Universal Service (Joint Petition.l[1[69. 70. 72 and 73\.

OCA witness Nancy Brockway testified as to her concerns over the lack of any

quantifiable commitments by the Joint Applicants to improve universal service as a result of the

merger. OCA St. 2 at l. Ms. Brockway specifically testified that Peoples should establish a

Universal Service Advisory Group in order to identify best practices and work towards a

seamless integration of the Peoples LLC and Equitable universal service programs. OCA St. 2 at

23. In addition, Ms. Brockway testified that Peoples should include a discussion of the Earned

Income Tax Credit (EITC) with potential universal service participants and also should

investigate certain barriers to participation in the Low Income Usage Reduction Program

(LIURP), such as housing deficiencies and landlord consent issues that preclude participation in

LIURP for some customers. OCA St. 2 at 23-31. After a review of each of the Joint Applicants'

current LIURP spending, Ms. Brockway also recommended increased levels of spending for

each utility. OCA St.2 at26.

The Settling Parties agreed to address these concerns in Paragraphs 69,70 and73.

The Settlement provides for the creation of a broad-based Universal Service Advisory Group to

meet quarterly and to discuss all aspects of universal service, consistent with the

recommendations of Ms. Brockway. Settlement at\ 69. The Settlement provides that Peoples

will manage Equitable's CAP program similar to that of the current Peoples LLC program and
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that it will seek to sffeamline and enhance the CAP program. Settlement at t[ 70. The Settlement

further provides for additional, annual LIURP funding of $150,000 for Peoples LLC, $100,000

for Equitable and $25,000 for Peoples TWP for the next four years. All additional LIURP

funding as just set out will be funded by shareholders of each utility. Settlement at\73.

OCA witness Brockway also testified as to the current state of each Joint

Applicants' hardship fund arrangements, as administered by the Dollar Energy Fund. OCA St. 2

at24-25. After review of each utility's current funding levels, Ms. Brockway testified that:

I recommend that, as a condition of the merger, the shareholders of each
Applicant commit to increase its total donation (administrative and matching) to
the Dollar Energy Fund by 10Vo for the next 5 years.

OCA St. 2 at 25. The Settling Parties agreed to address this concern in Paragraph 72. The

Settlement provides that Ms. Brockway's recommendation is adopted in full, and that Peoples

will investigate potential ways to increase customer contributions to the Dollar Energy Fund and

provide a report to the Commission and the OCA on this issue. The OCA submits that these

provisions provide meaningful commitments to the universal service programs for all three

utilities, provide substantial affirmative benefits and are in the public interest.

I. Community Commitment (Joint Petition. flfl 74 and 75).

OCA witness Brockway noted in her Direct Testimony that the Applicants had

committed to maintaining at least the same level of charitable contributions for Equitable for a

period of five years after closing, although no similar commitment had been made as to Peoples

LLC. OCA St. 2 at 32-33. The Settling Parties agreed to address this concern in Paragraphs 74.

The Settlement provides that corporate contributions and community support will remain at least

at the same levels as Equitable and Peoples LLC each provided in 2012 for a period of at least 5

years. Settlement at$ 74. Further, the Settlement provides that certain services being performed
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for Equitable outside of its Pennsylvania service territory will be returned to the Peoples service

area within five years. Settlement at j[ 75. The OCA submits that these provisions provide

benefits to the local communities and are in the public interest.

J. Additional Matters (Joint Petition.l[1[ 56. 57. 77. 88. 89. 90. 91 and 92).

Although the OCA did not directly address worker protections and competitive

market issues raised by some of the other participants, certain provisions of the Settlement that

address those concerns are of substantial importance to consumers and the public. The OCA will

briefly comment on these important issues here, as further support for the Settlement

On July 10, 2013, ALJ Hoyer held a telephonic public input hearing in this

matter. Representative William Kortz testified on the record that he had concerns about

employees of Peoples LLC and Equitable who might be in need of some type of job placement

assistance as the new entity seeks to maximize synergies in the post-merger environment. The

Settling parties agreed to address these concerns in Paragraphs 56 and 51. As the Settlement

provides in the Direct Testimony of Morgan O'Brien, Peoples committed to the protection of

jobs for workers covered by collective bargaining agreements. Settlement at $ 56. Further, the

Settlement provides for job placement assistance to any employees of Peoples LLC or Equitable

who may need this service in the post-merger reorganization. Settlement at[15].

In paragraphs 7J,and 88 through 92, the Settling Parties have agreed to a slate of

improvements to enhance retail choice activities for all stakeholders. Settlement at 1H[ 77,88-92.

These agreements seek to enhance and streamline the exchange of information between the

NGDCs and the NGSs, and also to provide additional information on shopping for customers.

These provisions should assist in the development of the competitive retail market for natural gas

supply.
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K. Conclusion.

The OCA supports the Settlement as containing substantial affirmative benefits

for the public in various key areas and as providing necessary protections for the regulated

operations. The Settlemqnt effectively resolves all of the issues that the OCA raised and

investigated during the course of this proceeding. Although, as with all settlements, it is a

product of compromise, the OCA submits that the broad spectrum of benefits contained in the

Settlement are in the public interest and should be accepted by ALJ Hoyer and the Commission.
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III. CONCLUSION

For the foregoing reasons,

terms and conditions of the Settlement

approved.

Office of Consumer Advocate
555 Walnut Street 5th Floor, Forum Place
Harrisburg, PA 17101-1923
Phone: (717)783-5048
Fax: (717)783-7152

Dated: September 25,2013 t

114629

the Office of Consumer

are in the public interest

Advocate submits that the

and therefore. should be

Respectfully Submitted,

Assistant Consumer Advocate
PA Attorney I.D. # 93682
E-Mail: Dlawrence @ paoca.org

Counsel for:
Tanya J. McCloskey
Acting Consumer Advocate
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

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 Public Convenience (1) to
Transfer All of the Issued and Outstanding
Limited Liability Company Membership
Interest of Equitable Gas Companyo LLC to
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

Docket Nos. A.-201 3-2353647
A-20r3-23s3649
A-2013-2353651

Company LLC to Affiliates of EQT Corporation,:
(a) 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 Tariffof Peoples Natural Gas
Company LLC

STATEMENT OF THE OFFICE OF SMALL BUSINESS
ADVOCATE IN SUPPORT OF THE JOINT PETITION

FOB APPROVAL OF NON.UNANIMOUS SETTLEMENT

L INTRODUCTION

The Small Business Advocate is authorized and directed to represent the interests of

small business consumers in proceedings before the Pennsylvania Public Utility Commission

("Commission") under the provisions of the Small Business Advocate Act, Act 181 of 1988, 73

P.S. $$ 399.41 - 399.50. [n order to discharge this statutory duty, the Office of Small Business

Advocate ("OSBA") is participating as a party to this proceeding to ensure that the interests of

small commercial and industrial ("Small C&I") customers of Peoples Natural Gas Company



LLC ("Peoples"), Peoples TWP LLC ("Peoples TWP"), and Equitable Gas Company, LLC

("Equitable") (hereinafter collectively "Joint Applicants"), are adequately represented and

protected.

II. PROCEDURAL BACKGROUND

The Application was filed by the Joint Applicants on March 79,2013, requesting all

necessary approvals authorizing: (l) the proposed transfer of membership interests and

acquisition of rights of Equitable, an indirect subsidiary of EQT Corporation ("EQT") to PNG

Companies LLC ("PNG"), utt indirect subsidiary of SteelRiver Infrastructure Fund North

America LP ("SRIGNA"); (2) the merger of Equitable with Peoples, and the operation of

Equitable as an operating division of PNG; (3) the transfer of certain storage and transmission

assets of Peoples to EQT; (4) the transfer of certain assets and/or the exchange of services

between EQT and Equitable; (5) certain PNG ownership changes associated with the transaction;

(6) certain associated gas capacity, storage, interconnects, leases, and supply services agreements

among Peoples, Peoples TWP, Equitable, and/or EQT; and (7) certain changes in Peoples' tariff

necessary to cany out the proposed transactions (collectively, the "Proposed Transaction").

On April 8,2013,the Commission's Bureau of Investigation and Enforcement ("I&E")

entered aNotice of Appearance. The OSBA filed aNotice of Intervention and Protest on April

10, 2013. A Notice of Intervention and Protest was filed by the Office of Consumer Advocate

("OCA") on April 11,2013.

Petitions to Intervene and Protests were also filed by the Pennsylvania Independent Oil

and Gas Association ("PIOGA"), Dominion Retail, Inc. and Interstate Gas Supply,Inc.

(collectively "NGSs"), Utility Workers Union of America, Local 666 ("UWUA"); The

Pennsylvania State University ("PSU"); Snyder Brothers, Inc.; United Steelworkers Intemational

Union, Local 12050 ("Steelworkers"); International Brotherhood of Electrical Workers, Local



1956 ("IBEW'); Peoples-Equitable Merger Intervenors ("PEMI"), and United States Steel

Corporation ("US Steel"). The Retail Energy Supply Association ("RESA") and Dominion

Transmission Inc. also filed and subsequently withdrew Petitions to Intervene and therefore are

no longer parties to this proceeding.

On April 17,2013, the Joint Applicants served their Direct Testimony and accompanying

exhibits.

An initial prehearing conference was held on May 9,2013, before Administrative Law

Judge ("ALJ") Mark A. Hoyer, at which time a procedural schedule was established.

The active parties engaged in extensive formal and informal discovery, both prior to and

subsequent to the initial prehearing conference.

On May 29,2013,the Joint Applicants served Supplemental Direct testimony and

accompanying exhibits.

The OSBA served the Direct, Rebuttal, and Sunebuttal Testimony of Brian Kalcic, on

July 4, 2013; August 19,2Ql31' and September 6, 2013, respectively. These were marked as

OSBA Statement No. l, the Direct Testimony of Brian Kalcic; OSBA Statement No. 2, the

Rebuttal Testimony of Brian Kalcic; and OSBA Statement No. 3, the Sunebuttal Testimony of

Brian Kalcic. Direct, Rebuttal. and Sunebuttal Testimonv were also served bv certain other

active parties.

Prior to the evidentiary hearing, the active parties reached a settlement in principle, with

the exception of PennFuture. At the evidentiary hearing on September I l, 2013, the ALJ was

apprised of the settlement in principle, the issues raised by PennFuture were litigated, and the

parties' testimony was admitted to the record. The issues raised by PennFuture are to be briefed

in accordance with the procedural schedule.



The OSBA actively participated in the settlement negotiations that led to the proposed

settlement, and is a signatory to the Joint Petition For Approval of Non-Unanimous Settlement

("Joint Petition"). The OSBA submits this statement in support of the Joint Petition.

III. STATEMENT IN SUPPORT

The Joint Petition sets forth a comprehensive list of issues that were resolved through the

negotiation process. The following issues were of significance to the OSBA when it concluded

that the Joint Petition was in the best interests of the Joint Applicants' Small C&I customers.

A. Extension and/or Maintenance of Competitive Service Contracts
(Joint Petition at p. 9, ![28)

The Joint Applicants proposed to maintain or extend certain existing discounted delivery

rate contracts for a minimum of five years from the closing of the Proposed Transaction. The

applicable discounts are those received by Equitable customers whose sole competitive option

includes Peoples/People TWP and Peoples/Peoples TW? customers whose sole competitive

option is Equitable. The Joint Applicants proposed to maintain/extend such contracts for five

years from the date of closing of the Proposed Transaction, or through the end of the contract by

its own terms, whichever is later.

NGS witness James L. Crist went even further than the Joint Applicants recommending

that there be specific competitive protections in place to preserve competitive service contracts

for those customers that currently have them and that such protections should remain in place for

not five, but for twenty years.l

In his Direct Testimony, OSBA witness Brian Kalcic noted that the Joint Applicants

serve 216 such customers at discounted rates that provide for an aggregate delivery discount of

I' NGS Statement No. 1 at 33.



$15.615 million per year. This revenue shortfall is recovered from the Joint Applicants'

remaining customers that pay full tariff rates for delivery service.2

Mr. Kalcic recommended that the Commission should impose a condition that requires

Peoples and Peoples TWP to impute revenues contributed by competitive service customers that

have a rate discount solely as a result of competition between Peoples/Peoples TWP and

Equitable using the applicable full retail rate for delivery service in any base rate proceeding

filed during the duration of the applicable contract extensions.3

Mr. Kalcic also explained that currently there is a pending statewide generic investigation

initiated by the Commission regarding gas-on-gas competition between natural gas distribution

companies ("NGDCs") at Docket Nos. P-201 l-2277868 andl-2012-2320323 ("Gas-on-Gas

Investigation"). This investigation will address whether or not NGDCs should be permitted to

offer rate discounts in response to gas-on-gas competition as a result of overlapping service

territories going forward.a

The Joint Applicants opposed the OSBA's proposed condition that the Commission

require Peoples and Peoples TWP to impute revenues contributed by competitive service

customers in any base rate proceeding filed during the duration of the applicable contract

extensions.s

The Joint Petition resolves the extension of discounted delivery rate contracts as follows:

If the Commission determines in the Investigation at Docket No. I-
2012-2320323,that all natural gas distribution companies that
offer discounted distribution rates must absorb all or a portion of
gas on gas discounts by the effective date of Peoples' or Peoples

'osBA statement No. I at 5.

3 Id. at7.

o Id. at 6.

5 Joint Applicants Statement No. 4R at 3-8.



TWP's next general rate proceeding, Peoples and Peoples TWP
agree to impute revenues for those competitive service customers
whose rate discounts are solely the result of competition between
the Joint Applicants (Peoples, Peoples TWP and Equitable), to the
extent required, and at the levels proscribed, by the Commission's
action at Docket No. I-2012-2320323, in the test period used to
establish rates. Nothing in this paragraph shall be construed to
prohibit Peoples or Peoples TWP from contending in such
proceeding that the tariff rates for classes of customers receiving
such discounts be set at the cost to serve tariff rate.o

The OSBA determines that the Joint Petition is reasonable and in the best interest of the

Joint Applicants' Small C&I customers with respect to the extension of competitive service

contracts. The Joint Petition permits the Joint Applicants to extend the applicable contracts as

proposed. However, if the Gas-on-Gas Investigation results in a finding that discounted rates

must be absorbed by NGDCs, Peoples/Peoples TWP will be required to impute revenues for

those competitive service customers whose rate discounts are the result of competition between

the Joint Applicants in the test period used to establish rates. Effectively, the Joint Petition does

not permit the results of the Gas-on-Gas Investigation to be trumped by the terms of the

settlement in this proceeding.

B. Long-Term Commercial Agreements
(Joint Petition at p. 10, ![3])

As part of the Proposed Transaction, the Joint Applicants propose to enter into certain

long-term commercial agreements with EQT and/or its subsidiaries. These agreements include

the following 20-year transportation and/or storage agreements with EQT: (l) the Sunrise

Transportation Agreement; (2) the Sunrise Transportation and Storage Agreement; and (3) the

6 Joint Petition at 9, tf28.



Peoples Asset Transportation and Storage Agreement (collectively the "Commercial

Agreements").7

The Joint Applicants believe that the 2}-year terms of the Commercial Agreements are

necessary to ensure that capacity is available to satisff their long-term growth forecast.s

However, Mr. Kalcic explained that changes in either the Joint Applicants' long-term growth

forecast and/or changes in the natural gas market over the next twenty years could render one or

more of these long-term agreements uneconomic. Therefore, ratepayers would assume the risk

of the Commercial Agreements if they are approved as proposed.e

In order to ensure that ratepayers do not bear such risk, Mr. Kalcic recommended that the

Commission should impose a condition that requires Peoples and Peoples TWP to bear the

burden of proof going forward that the Commercial Agreements are consistent with a least cost

gas procurement policy. lo

The Joint Petition resolves the issue as follows:

The Peoples Division PGC rates to sales and transportation
customers will be adjusted on one day's notice following the
Closing to reflect the charges for services to be provided by
Equitrans, L.P. ("Equitrans") on the Allegheny Valley Connector
("AVC") and adjustments to retainage rates approved in Peoples
1307(0-2013 proceeding to remove retainage to be charged on the
transferred assets as set forth in "Appendix 8". The Peoples
Division rates shall be adjusted to reflect costs under the new
agreements for capacity and supply on an actual basis in quarterly
PGC filings and in the next Peoples' Division annual PGC filing
pursuant to Section 1307(0 of the Public Utility Code. The
Peoples rates shall continue to be subject to reconciliation to actual
costs pursuant to Section 1307(f) of the Public Utility Code.

' OSBA Statement No. I at 8,

E See, e.g., Joint Applicants' Response to I&E-I-014(E) and I&E-II-031(A).

9 
OSBR Statement No. I at 9.

to 
Id.



Peoples agrees to demonstrate that it rs managing these

agreements to comply with its least cost procurement obligation in
its annual Section 1307(fl filings. Peoples will have the right to
conduct an annual audit of the computation of any charges under
the AVC agreement with the cooperation of EQT and provide that
report to I&E, OCA and OSBA.|r

The OSBA determines that the Joint Petition is reasonable and in the best interest of the

Joint Applicants' Small C&I customers with respect to the Commercial Agreements. As stated

above, Peoples agrees too'demonstrate that it is managing[the Commercial Agreements] /o

comply with its least cost procurement obligation in its annual Section I307(fl filirzgs. " This

agreement by Peoples reasonably resolves the OSBA's concern about the economic risks of

these long-term agreements.

C. Retainage

PIOGA witness Louis D. D'Amico argued in his direct testimony that marketers or

producers should not be required to pay for any unaccounted for gas ("UFG") associated with

gas deliveries to the Joint Applicants' Goodwin System, where, historically, UFG levels have

been shown to be excessive.12 Alternatively, Mr. D'Amico recommends that if retainage is to

continue to be recovered from marketers or producers operating on the Goodwin system, such

retainage should be limited to some reasonable level.l3

Mr. Kalcic responded that to the extent the Commission adopts PIOGA's position to limit

and/or eliminate the retainage rate that applies to marketers or producers, the Commission should

not permit Peoples or Peoples TWP to collect from ratepayers otherwise unrecovered UFG costs

(i,e., costs previously recovered from producers).

ll 
Joint Petition at 10, g3l (emphasis added).

12 
PTOGA StatementNo. I at 15.

t3 
Id.



The Joint Petition is reasonable and in the best interest of the Joint Applicants' Small

C&I customers because it does not adopt PIOGA's position to relieve marketers' and producers'

of certain retainage obligations.

D. Public Benefit

The legal standard for approval of public utility mergers and acquisitions was determined

by the Pennsylvania Supreme Court in City of York v. Pa. P.U.C., 449 Pa. 136,295 A.zd 825

(Pa. 1972) and Popowslcy v. Pennsylvania P.U.C., 594 Pa. 583,937 A.zd 1040 (Pa.2007). In

City of York,the court stated, in relevant part:

[A] certificate of public convenience approving a merger is not to
be granted unless the Commission is able to find affrrmatively that
public benefit will result from the merger . . . . tTlhose seeking
approval of a utility merger [are required to] demonstrate more
than the mere absence of any adverse effect upon the public . . . .

[T]he proponents of a merger [are required to] demonstrate that the
merger will affirmatively promote the 'service, accommodation,
convenience, or safety of the public' in some substantial way.

In Popowslry, the court determined, in pertinent part:

[T]he appropriate legal framework requires a reviewing court to
determine whether substantial evidence supports the Commission's
finding that a merger will affrrmatively promote the service,
accommodation, convenience, or safety of the public in some
substantial way. In conducting the underlying inquiry, the
Commission is not required to secure legally binding commitments
or to quantify benefits where this may be impractical, burdensome,
or impossible; rather, the PUC properly applies a preponderance of
the evidence standard to make factually-based determinations . . .

conceming certification matters.

The Joint Applicants claimed a number of affirmative public benefits described in detail

at pp. 4l-55 of the Application and the OSBA will not repeat them here. Through extensive

discovery and settlement negotiations, the OSBA determines that the Proposed Transaction, as

modified by the Joint Petition, satisfies the required substantial affirmative public benefit

standard.



Furthermore, settlement of this proceeding avoids the litigation of complex, competing

proposals and saves the possibly significant costs of further administrative proceedings. Such

costs are borne not only by the parties, but ultimately by the Joint Applicants' customers as well.

Avoiding further litigation of this matter will serve judicial efficiency, and will allow the OSBA

to more efficiently employ its resources in other areas. Approval of the Joint Petition is thus in

the public interest.

IV. CONCLUSION

For the reasons set forth in the Joint Petition. as well as the additional factors enumerated

in this statement, the OSBA supports the proposed Joint Petition and respectfully requests that

ALJ Hoyer and the Commission approve the Joint Petition in its entirety without modification.

Respectfully submitted,

Assistant Small Business Advocate
Attomey ID # 306921

Office of Small Business Advocate
300 North Second Street, Suite 1102
Harrisburg, PA l710l
(717) 783-2s2s
(717)783-2831 (fax)

Dated: September 25,2013
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Appendix J

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

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
Public Convenience (l) to Transfer All of the
Issued and outstanding Limited Liability
Company Membership Interest of Equitable Gas
Company, LLC to 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 Cenain
Associated Gas Capacity and Supply
Agreements, and (7) for Approval of Certain
Changes in the Tariff of Peoples Natural Gas
C)ompany LLC.

Docket Nos. A-20 1 3 -2353647

A-20t3-2353649
A-20t3-235365r

NATURAL GAS SUPPLIER PARTIES'
STATEMENT IN SUPPORT OF SETTLEMENT

TO THE HONORABLE MARK A. HOYER, PRESIDING ADMINISTRATIVE LAW JUDGE

AND NOW, come Dominion Retail, Inc, d/blaDominion Energy Solutions ("DES") and

Interstate Gas Supply,Inc. dlbla IGS Energy ("lGS")(collectively "NGS Parties"), and hereby

submit their Statement in Support of the Joint Petition for Approval of Non-Unanimous

Settlement ("Settlement") being filed simultaneously herewith. The NGS Parties believe that

this Settlernent is in the public interest and should be approved by the Pennsylvania Public
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Utility Commission ("Commission") as presented and hereby request such relief. In support

thereof, the NGS Parties state and aver as follows:

I. BACKGROUND

1. This proceeding began on or about March 19, 2013, when the Joint Applicants--

Peoples Natural Gas Company ("Peoples"), Peoples TWP ("TWP"), and Equitable Gas

Company (i'Equitable"), which is a wholly-owned subsidiary of EQT Corporation ("EQT") filed

a Joint Application as captioned above. Among other things, the Joint Application seeks

Commission approval of the transfer of 100% of the issued and outstanding limited liability

membership interest and Equitable to PNG Company LLC, which is an indirect subsidiary of

Steel River Infrastructure from North America LP; the merger of Equitable with Peoples, which

is a wholly-owned subsidiary of PNG, the operation of Equitable as a division of PNG; the

transfer of a certain storage and transmission assets of Peoples to EQT ("midstream assets"), the

transfer of certain assets and exchange for services between EQT and Equitable and other

changes including the discontinuation of contracts for transportation and storage of natural gas

with third parties.

2. The NGS Parties filed a timely Petition to Intervene which was granted at the Pre-

hearing Conference held before the Presiding Administrative Law Judge Mark A. Hoyer ("ALJ")

on May 9,2013.

3. ' In their Petition to Intervene, the NGS Parties identified a number of concerns

with regard to the proposed transactions, chief among these being the transfer of the midstream

assets currently being used by Peoples to EQT. These midstream assets, which will be renamed

as the "Allegheny Valley Connector" or "AVC" after the transaction is completed, currently are

one of the primary means of serving captive distribution customers for Peoples and NGSs
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operating on the Peoples system. EQT intends to expand the use of the AVC, which will become

FERC regulated, to transport unconventional gas, that is, gas produced through the Marcellus

Shale wells, and other gas, to interstate pipelines.

4. Also among the concerns voiced in the Pre-hearing Conference Memorandum,

was the elimination of the rather substantial transportation and storage c.ontract with DTI. The

DTI contract currently is the primary source of interstate pipeline transportation and upstream

storage employed by Peoples, and Peoples seeks the substitution of two new contracts with EQT

(one for capacity and one for natural gas supply) under terms that the suppliers believe would be

less favorable than the service being provided by DTI.

5. Another concern raised by the NGS Parties is the elimination of certain services

currently provided by Peoples, including tariff storage rates ST-SW, and the modifications to

other programs, including the BB&A arrangements and.the NP-l storage rate.

6. The NGS Parties further developed and expanded this list of concerns through the

Direct, Rebuttal, and Surrebuttal Testimony of their witness, Mr. James L. Crist. At the same

time, however, the parties engaged in settlement discussions which ultimately proved to be

successful and which produced the Settlement here under consideration.

il. THE SETTLEMENT

7. The Settlement contains a number of conditions which are intended to address the

concerns raised by the NGS Parties and other similarly situated parties throughout the course of

the litigation in this proceeding, involving the future operation of the involved NGDC's service

territories and the impact on suppliers serving customers and the preservation of the competitive

market, particularly on the Peoples' system. These provisions will help to ease the transition

from the current mode of operation for the suppliers used for serving customers on the Peoples



Appendix J

and the new paradigm with the elimination of the DTI transportation and storage capacity and

the transfer of the midstream assets to EQT.

8. These NGS/producer focused provisions include:

o A 20-yeu contract requirement on the AVC Service to be provided by EQT, which

includes a Right of First Refusal (paragraph 32);

o A collaborative to address retail supply competition (ParagraphTT);

r A program that would allow NGSs to have access to some of Peoples' non-AVC

+apacity (Paragraph 78) ;

r Provisions that address a host of operational issues to ensure that service on the AVC

does not radically change and importantly preventing producers from being pressured

out; and, a number of other operational benefits to ensure that the suppliers are able to

serve their customers using the AVC much the same way as they do today (Paragraph

7e);

o A revised program to address NP-l customer balancing without the midstream assets

and on-system storage (Paragraph 80);

o A revision to the BB&A program occasioned by the transfer to EQT of the midstream

assets that cunently are used to provide this service (Paragraph 84);

r A collaborative to discuss a new and moving customer referral program (Paragraph

el);

r 'Ihe potential to upgrade Equitable's Purchase of Receivables Program to something

that looks more like that provided by Peoples(Paragraphg2);

4



o A program to allow suppliers more robust access

might be available, because the storage assets will

97); and,

Appendix J

AVC storage than otherwise

operated by EQT (Paragraph

o A number of restrictions on the interaction between Homeworks and Peoples as that

company will be transferred to Peoples and operated as an affiliate of Peoples

(Paragraph 92).

9. The general goal of these provisions is to replace and/or augment services

currently provided by Peoples, with alternatives that will be necessary because a significant part

of the Peoples' system, namely the midstream assets and the DTI transportation/storage contract,

will be operated by a third party, or new party, as the case may be, whose primary objective will

not be serving Peoples' customers, but will be to maximize its profits for services that include

serving Peoples' customers.

10. Other provisions, such as the collaborative to promote retail supply competition,

the new and moving customer referral programs and the review of the Equitable POR Program,

are intended to improve competition, both on the Peoples' system and on the entire system that

will include Peoples, TWP and Equitable. Finally, the provisions with regard to the Homeworks

transfer are restrictive in nature and are designed to ensure that Peoples does not operate

Homeworks in a manner that will detrimentally affect other providers of the same sorts of

services.

11^ Paragraphs 78,79,80, 84, and 97 are necessary and reasonable to allow

competitors, such as Dominion and IGS, to continue to operate on the Peoples' system in a

generally unimpeded fashion relative to the way they operate today. The record in this case is

replete with evidence showing that the transfer of assets and re-contracting for transport and

to

be
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supply with EQT, if not abated or modified, will have negative impacts on suppliers. These

provisions are intended to ameliorate those negative impacts. Without these provisions it would

be almost operating it like operating on a completely different system--one that did not

necessarily enhance the ability of competitive suppliers to do business. In other words, without

these requirements, the Peoples' system could have moved from being one of the best

competitive marketplaces in the Commonwealth to one of the worst.

12. The operational concerns addressed in Paragraph 79 in particular, will allow

suppliers that use gas produced on the Peoples' system as a continued source of low-cost supply

for customers on the Peoples' system, as opposed to bringing gas in through interstate pipelines.

Using locally produced gas continues to be a priority of the Commonwealth and should continue

to be promoted. These operational enhancements will prevent producers currently delivering gas

onto the Peoples' system from being "pressured out" by increasing pressures on the AVC,

among other things. It also will allow for the continued use of existing delivery points and will

provide others protections to ensure that suppliers and NGSs who own or purchase local

production. will not be disadvantaged by the merger.

13. As a whole, the settlement represents a reasonable compromise that allows the

merger to be consummated, while at the same time, ensuring that neither the Peoples' system,

nor the other affiliated NGDCs, will take a step backwards in terms of the ability of suppliers to

fairly compete on the systems. Accordingly, the NGS Parties ask the Commission to approve

this settlement without modification as being in the public interest.

WHEREFORE, The NGS Parties respectfully request that the Commission approve the

Settlement as presented, without modification, and with all due haste.
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Respectfully submitted,

Attorney LD. No. 75556
Hawke McKeon & Sniscak LLP
P.O. Box 1778

100 N. Tenth Street
Hanisburg, PA 17105 -1778
Phone: (717)236-1300
Facsimile: (717) 236-4841
Email: tsstewart@hmslegal.conl

Counselfor Dominion Retail, Inc., and
Interstate Gas Supply, Inc.

Dated: September 25,2013

Todd S. Stewart
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Joint Application of Peoples Natural Gas
Company LLC, Peoples TWP LLC, and
Equitable Gas Comparry, 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 Membership
Interest of Equitable Gas Company, LLC to
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 Agreemants, and (7)
for Approval of Certain Changes in the
Tariff of Peoples Natural Gas Company
LLC.

Docket Nos. 4-201 3-2353647
A-2013-2353649
A-2013-2353651

STATEMENT OF SNYDER BROTHERS,INC.
IN SUPPORT OF'

TIIE JOINT PETITION FOR APPROVAL OF NON.UNANIMOUS SETTLEMENT

I. BACKGROUND

Snyder Brothers, Inc. ("Snyder Brothers"), by and through its counsel, submits that the

Joint Petition for Approval of Non-Unanimous Settlement ("Joint Petition" or "Settlement") filed

in the above-captioned proceeding with the Pennsylvania Public Utility Commission ("PUC" or

"Commission") on September 25,2013,, reflects a settlement among the Joint Petitioners with

respect to the Application filed by Peoples Natural Gas Company LLC ('oPeoples"), its affiliate



Peoples TWP, LLC ('PTWP"), and Equitable Gas Company ("Equitable") (collectively, "Joint

Applicants"), requesting all necessary approvals authorizing: (l) the transfer of 100% of the

issued and outstanding limited liability company mernbership interests in Equitable, an indirect

subsidiary of EQT Corporation ("EQT")t, to PNG Companies LLC ("PNG"), an indirect

subsidiary of SteelRiver Infrastructure Fund North America LP ("SRIFNA"); (2) the merger of

Equitable with Peoples, a wholly-owned subsidiary of PNG, and the operation of Equitable as an

operating division of PNG; (3) the ffansfer of certain storage and transmission assets of Peoples

to EQT; (a) the transfer of certain assets andlor the exchange of certain serices between EQT

and Equitable; (5) certain PNG ownership changes associated with the transaction; (6) the

associated gas capacity, storage, interconnects, leases, and supply service agreements among

Peoples, Peoples TWP, Equitable, andlor EQT set forth in the Joint Application; and (7) certain

changes in Peoples' tariff necessary to carry out the transactions.

On April 12,2013, Snyder Brothers filed a Petition to Intervene in the above-captioned

proceeding. As noted in Snyder Brother's Petition, Snyder Brothers is a privately-funded,

independent producer of natural gas throughout many Pennsylvania counties. Snyder Brothers

operates as an independent producer in the following Pennsylvania counties: Armstrong, Indiana,

Clarion, Warren, Jefferson, Fayette, Westmoreland, McKean, and Clearfield Counties. Snyder

Brothers' natural gas volumes are delivered to interstate pipelines as well as to dishibution

systems of several natural gas utilities, including the systems of Peoples, PTWP and Equitable.

In addition to its operations as an independent producer, Snyder Brothers is a licensed natural gas

supplier in Pennsylvania. Snyder Brothers provides supply service to end-use consumers on both

t Unless otherwise specified herein, all references to "EQT' shall be deemed to also include all of its subsidiaries
and affrliates.



the Peoples and Equitable systems and provides supply purchase service for other producers on

the Peoples and Equitable systems. Snyder Brothers operates both as a Priority One ("P-1")

supplier and a Non-Priority One ("NP-1") supplier on Peoples' system.

As a result of Snyder Brothers' producer and supplier capacities on the Joint Applicants'

respective systems, Snyder Brothers identified concems regarding the proposed transaction,

including, but not limited to, the following:

l. Peoples' proposal to eliminate current Rate ST-SW, which provides a low-cost

storage option under Peoples' current retail tariff - Supplement No. 2 to Gas - PA PUC No. 45

("Current Retail Tariff'), from its proposed retail tariff - Pro Forma to Gas - PA PUC No. 45

("Proposed Retail Tariff ').

2. Peoples' request to transfer numerous transmission and storage assets to EQT's

affi liate, Equitrans, L.P. ("Equitrans").

3. Equitrans' intention to assess retainage charges for assigned transmission capacity

on the Allegheny Valley Connector ("AVC") system.

4. The Joint Applicants' proposal to begin assessing a retainage factor on deliveries

in and out of storage.

5. Peoples' proposal to eliminate stored gas as an option to manage supply

imbalances.

6. The cost increases associated with gas transportation and storage effected by the

Peoples Asset Transportation and Storage Agreement ("Transportation & Storage Agreement"),

which is a commercial agreement entered into between Peoples and Equitrans.

Snyder Brothers submits that the Joint Petition adequately addresses the aforementioned

concerns. As such, Snyder Brothers concludes that the Joint Petition is in the public interest.



For reasons set forth in the Settlement, as well as those highlighted herein, Snyder Brothers

respectfully requests that Administrative Law Judge ("ALJ") Mark A. Hoyer and the

Commission endorse the terms and conditions of the Joint Petition and approve the proposed

transaction.

II. STATEMENT IN SUPPORT

As a direct result of settlement discussions, the Joint Petitioners in this proceeding have

agreed upon the terms embodied in the foregoing Joint Petition.

1. Snyder Brothers and the consumers on the Joint Applicants' respective systerns

benefit from the Settlement because. inter alia:

a. Peoples and Equitable will commit to cap their respective base rates until

January 1,2018.

b. Peoples will convene a collaborative conference with interested parties

within 12 months of closing of the transaction in order to develop a shategy to further promote

retail natural gas supply competition in the Peoples/Equitable service areas.

c. All existing upstream interstate receipt and delivery points that flow in and

out of the AVC, including Truittsburg and Rural Valley, will be maintained and not taken out of

service by Equitrans.

d. All existing AVC receipt and delivery points that are used to serve the

Peoples Division on-system customers and Peoples' Production Enhancement Services ("PES")

agreernents will be assigned an MDQ, the sum of which will not exceed the specified total

contract MDQ for services under the Peoples Asset Transportation and Storage Agreernent, and

designated as primary firm points as defined by the Equitrans FERC gas tariff and will not be

subject to intemrption by a lower priority status as set forth more fully in that tariff.



e. Peoples and EQT will modify the AVC Transportation and Storage

Agreernent so that all currently existing interconnection points used to serve the Peoples

Division on-system and existing Peoples Division PES commitments will be subject to the

negotiated rates under the Peoples Asset Transportation and Storage Agreement and will not be

subject to maximum recourse rates.

f. EQT confirms that it has no immediate plans to increase the operating

pressures or regulator set points on the AVC system. To the extent in the future, EQT plans to

modifu AVC systern operating pressures or regulator set points, EQT will provide AVC shippers

with advance notice of four months for any projects that are projected to increase operating

pressures greater than l5%o.

g. EQT will provide AVC shippers one month prior notice of any planned

filing with the FERC to increase the MAOP of AVC transmission pipelines. Peoples will

intervene as needed in any such FERC filing to protect its interests and the interests of its

customers conceming the delivery of gas supplies into AVC receipts points that are ftd from the

Peoples' upstream facilities.

h. In response to a prior notice of a planned increase or an actual increase in

operating pressures, regulator set points or MAOP on the AVC transmission pipeline system,

Peoples will construct or modifu the Peoples Division facilities to ensure that locally produced

gas delivered at AVC receipts points - that are fed from the Peoples Division pipeline system -
is able to flow into the AVC pipeline system. ,Peoples will construct or modiff such facilities

using Peoples Division PES - PRC funds. If additional funds are required, Peoples will utilize

available annual funding from the PES revenues that was established and approved in Peoples'

2072 rate case for gathering lost and unaccounted for gas ("UFG") remediation efforts or



gathering system upgrades (*2012 PA PES Funding"). Further, to the extent that PRC and/or

2012PA PES Funding is insufficient to cover the costs of these facilities, Peoples will make the

necessary expendifures, provided they are necessary to ensure continued compliance with a least-

cost procurement policy and enhanced retail supply competition on the Peoples' systern.

i. Other than the release of AVC storage (former Rate ST and ST-SW

storage) to NP-l suppliers, suppliers on the Peoples Division will receive a net zero cost release

of AVC storage and transportation capacity required to supply their on-system customers and

off-system PES requirements.

j. Effective upon closing of the hansaction, the Peoples Division retainage

rates will be adjusted to rernove the volumes of fuel that will be recovered on the AVC system.

k. Peoples will assign and release AVC storage to NP-l suppliers on the

Peoples Division at a rate of $0.83/Mcf. This rate will not be subject to change until the

effective date of new rates resulting from Peoples' next base rate case.

l. Peoples and suppliers acknowledge that there may be situations whereby

suppliers have existing contracts to sell commodity supplies to their customers at the Peoples

Division existing city gates. Peoples and suppliers further acknowledge that as a result of the

transfer of Peoples' midstream assets to EQT and the resulting alteration in city gate delivery

points, it will be necessary, during the present term of such contracts, for Peoples to adjust the

monthly commodity sales volumes charged by the affected suppliers to reflect the retainage

volumes assessed to suppliers by EQT on the transferred assets, for the limited purpose of

preserving the pre-asset transfer delivery points, and thus the benefits of the sale of such

commodity supplies for customers and suppliers. Peoples will also work with Snyder Brothers

to explore other alternatives to effectively address the situation described above and modify its



tariff if required. Prior to closing of the transaction, Peoples will notify affected customers in

writing of this situation and will work with the affected suppliers and their customers on an

ongoing basis to support and justiff the monthly volumes adjustrnents described above. In the

event that a customer challenges any such adjustments, Peoples will assist the affected supplier

in defense of the adjustment.

m. In order to address the change in balancing flexibilities and increase in

cash-out risk as a result of the transfer of the storage assets, Peoples will offer to NP-l suppliers

of the Peoples Division a new service that will allow NP-l suppliers, at the end of the calendar

month following the monthly trading period, to transfer in-place AVC storage volumes with

Peoples using the NP-l supplier's assigned and available storage capacity.

n. Peoples will endeavor, wherever operationally feasible, to utilize locally

produced gas supplies.

o. In the event a new tap request or tap volume increase into the Peoples

Division systern is unavailable due to capacity restraints in the Peoples Division system, Peoples

will (i) identiff opportunities to displace gas that is being sourced from interstate pipelines with

local supplies produced into the Peoples Division systern; and (ii) identify areas of possible new

production for redelivery to an alternate section of the Peoples Division distribution system

through the AVC or other means to displace gas sourced from interstate pipelines.

p. Immediately upon closing of the transaction, Peoples will undertake an

initiative using the Peoples Division PES PRC funds to create interconnections between the

Equitable and Peoples Divisions that are designed to increase the use of local gas supplies and

add more flexibility for suppliers on both systems. Peoples also will, consistent with its least

cost mandate and where operationally feasible, examine ways to facilitate the movement of



incremental local gas supplies between the Peoples and Equitable Divisions through gas

displacement arrangements.

q. Peoples will implement a restructured banking, balancing, and advancing

(*BB&A") service to allow NP-l suppliers of the Peoples Division to maintain access to the

same benefits from the BB&A storage service that they receive today.

r. Peoples will assign suffrcient AVC capacity to Snyder Brothers on the

transferred Peoples' transmission and storage assets, considering producer meters and customer

volumes, for both systern supply and off-systern transportation. Specifically, through the

Settlement, Peoples agrees that (i) suppliers who have access to AVC systern storage will be

provided with sufficient AVC transportation and storage capacity to fiIl and ernpty their

allocated share of AVC storage; (ii) suppliers who are purchasing existing local gas that is

delivered directly into the AVC system without first moving through the Peoples Division lines,

will be provided with sufficient AVC system transportation capacity to move their estimated

supplies to the Peoples Division city-gates; and (iii) suppliers who are moving excess local

production to off-systern points at Truittsburg or Rural Valley, consistent with the terms of the

existing PES agreement, will be provided with sufficient AVC system transportation capacity to

move gas to these points.

s. Peoples will work with suppliers on the Peoples Division to resolve any

ongoing tap requests on a reasonable and expedited basis.

t. To the extent that a P-l supplier receives an assignment of Peoples'

Equitrans Sunrise pipeline capacity, Peoples will also provide the P-l supplier with an option to

receive an assignment of a pro-rata share of the firm gas supplies under the Peoples and



Equitable - EQT NAESB Agreements. Such assignment will allow P-l suppliers to purchase

supplies at DTI South Point prices.

2. The Settlement also is in the public interest because the Joint Petitioners and

Commission will incur fewer expenses than they otherwise would have if the proceeding had

been fully litigated.

WHEREFORE, Snyder Brothers, Inc. respectfully requests that Administrative Law

Judge Mark A. Hoyer and the Perursylvania Public Utility Commission approve the foregoing

Joint Petition for Settlement.

Respectfully submitted,

HOPKINS HELTZELLLP

Dated: 7- z+-t3

PA I.D. No. 306554
100 Meadow Lane, Suite 5
DuBois, PA 15801

Telephone: (8 14) 375-0300
Facsimile: (8 l4) 375-5035
cj @hopkinsheltzel. com

Counselfor Snyder Brothers, Inc.

Carl J. Zwick.
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BEFORE THE
PEI\NSYLVANIA PUBLIC UTILITY COMMISSION

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 Public Convenience (1) to Transfer All of the Issued and
Outstanding Limited Liability Company Membership
Interest in Equitable Gas Company, LLC to 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 Tariffof PeoplesNatural Gas Company LLC

Docket Nos. A-20 I 3 -2353647
A-20t3-2353649
A-2r03-23s3651

STATEMENT OF T]NITED STATES STEEL CORPORATION IN SUPPORT OF'THE
,JOINT PETITION FOR NON-UNANIMOUS SETTLEMENT

TO THE HONORABLE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

In accordance with the Joint Petition for Approval of a Non-Unanimous Settlement

("Settlement") filed today by the Joint Applicants in the above-referenced proceeding, United

States Steel Corporation ('U. S. Steel"), a signatory to the Settlement, hereby files this Statement

in Support of the Settlement.

U. S. Steel intervened in this proceeding on April 16,2013,in order to protect its interests

as a current customer on the Equitable Gas Company ("Equitable") and prospective custom€r on

the combined Peoples Natural Gas Company ("Peoples") system. As noted in U. S. Steel's

Petition to Intervene, U. S. Steel was primarily concemed that the Joint Applicants' proposed

merger may not result in substantial benefits to ratepayers, could have adversely impacted U. S.



Steel's negotiated natural gas delivery, to include the natural gas that is supplied to U. S. Steel by

EQT Energy,LLC, another entity involved in the proposed transaction, and could have hindered

the availability of natural gas competition for U. S. Steel's important operations. Although U. S.

Steel did not submit testimony in the proceeding, U. S. Steel did actively participate and closely

monitored the positions and issues presented by the Joint Applicants and other intervening

parties.

U. S. Steel participated in the Settlement negotiations in this case, and has fully reviewed

and accepted the terms of the Settlement. Many parties in this proceeding raised issues

pertaining to natural gas competition, the impact on customer rates, and the benefits that could

accrue to ratepayers as a result of the transaction. While these parties and issues may not have

fully reflected U. S. Steel's unique interests in this case, U. S. Steel is satisfied that the

Settlement fully resolves these issues in such a way that effectively protects and advances U. S.

Steel's interests. Of note, the Settlement specifically provides assurances of long-term stability

in competitive natural gas supply options by establishing the opportunity for collaborative efforts

to develop a long-term strategy for promoting retail natural gas competition on the combined

company's system. Further, while the Settlement reasonably addresses the treatment of certain

"gas-on-gas" competitive transportation customers, nothing in the Settlement will adversely

impact U. S. Steel's interests as a potential bypass customer, thereby preserving this important

competitive option.



WHEREFORE, U. S. Steel is pleased to provide its support to the Joint Petition for

Approval of a Non-Unanimous Settlement of the above-referenced proceeding. Accordingly,

U. S. Steel recommends that the Settlement and the related Joint Application be approved.

Respectfu lly submitted,

Denick Price Williamson (Pa. Attorney I.D. #69274)
Barry A. Naum (Pa. Attorney I.D. #204869)
SPILMAN THOMAS & BATTLE, PLLC
I100 Bent Creek Boulevard, Suite 101

Mechanicsburg, PA 17050
Phone: (717) 795-2742
Fax: (717) 795-2743
dwilliamson@ spilmanlaw. com
bnaum@spilmanlaw.com

Counsel to United States Steel Corporation

Dated: September 25, 2013
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BEF'ORE THE
PEI\INSYLVAIIIA PUBLIC UTILITY COMI/ilSSION

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
Public Convenience (1) to Transfer All of the
Issued and Outstanding Limited Liability
Company Membership Interest of Equitable
Gas Company, LLC and PNG Companies,
LLC,Q) 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 EeT
Corporation, (4) to Transfer Certain Assets
between Equitable Gas Company, LLC and
Afliliates 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 Tmiffof peoples

Natural Gas Company LLC

DocketNos. A-2013-2353647
A-2013-2353649
A-2013-2353651

STATEMENT OF
PEI\NSYLVANIA INDEPENDENT OIL & GAS ASSOCIATION
IN SUPPORT OF'APPROVAL OF PROPOSED SETTLEMENT

The Pennsylvania Independent Oil & Gas Association (PIOGA) provides this Statement

in Support of the Commission's qrproval of the proposed non-unanimous settlement

("Settlement") in this matter. PIOGA is the comprehensive trade association representing oil and

natural gas interests throughout Pennsylvania. PIOGA was formed by the April l, 2010 merger

of the Pennsylvania Oil and Gas Association (POGAM) into the Independent Oil and Gas

Association of Pennsylvania (IOGA of PA). PIOGA members include producers and marketers

of both Pennsylvania o'conventional" or shallow natural gas and natural gas from



o'unconventional" formations fbr delivery into the pipelines owned or operated by EQT affiliates,

Peoples Natural Gas Company, LLC (Peoples) and Peoples TWP LLC (PTWP),r in particular

the Peoples' high pressure transmission pipelines to be transferred to EQT affiliate Equitrans, Lp

to be operated as part of the Allegheny Valley Connector (AVC) system subject to the

jurisdiction of the Federal Energy Regulatory Commission (FERC).2 PIOGA also has an

innovative arrangement with Peoples, the Production Enhancement Agreements (PA PES)

entered into in 2002,2005 and 2008, to increase the flow of Pennsylvania-produced conventional

natural gas into the Peoples pipeline system.3 The PA PES program has produced significant

benefits to Peoples and its ratepayers.a

It is undisputed that PIOGA member Pennsylvania conventional natural gas has served a

significant base load function in the Joint Applicants' provision of least cost gas to their

customers.s It is clear that there is continuing need for Pennsylvania-produced conventional

nafural gas on the Joint Applicants' systems because of pressure or capacity constraints that

prevent the transportation of the higher pressure unconventional production.6 It is also

undisputed - and a driver of the Transaction - thatunconventional production from Pennsylvania

and West Virginia will constitute an increasingly significant portion of the Joint Applicants' least

cost natural gas supply going forward.T

TPIOGA 
St. No. 1 (D'Amico) at 1:5-20.

2 Ptoca st. No. I at3:164:2;23:14-22; Jt Applicants st. No. 2 (o'Brien) at 13:72-14:7; Jt Applicants
St. No. 3-R (Dalena) at 4:3-5.

'PIOGA st. No. 1 at lo:3-11:13.
o PtoGA st. No. I at tl:14-.r2:5.
t PtoGA st. No. I at3:rz-16;7:l-g:3.
6 

See, e.g.,PIOGA Exh. LDD-1, pp. 11, 13.
t PTOGA St. No. I at 8:6-22;22:15-19;see Jt Applicants St. No. 2 ar 2Z:B-12; 22:19-23:6;Jt Applicants

St. No. 3-R at 16:17-19; Jt Applicants St. No. 5-R (Nehr) at2:7-4:9; t5:22-16:4.



One of PIOGA's primary concerns in this case has been the potential adverse effects on

PIOGA member conventional production into the Peoples pipelines to be transferred to Equitrans

for the AVC system, because of increases in line pressures caused by increased transportation of

unconventional natural gas supplies as a result of this transaction.s The Settlement resolves

PIOGA's concerns in a manner PIOGA believes is reasonable under the unique circumstances of

this complex and complicated tansaction. The Settlement requires EQT to provide notice not

required by FERC for increases in AVC system operating pressures greater than 157oe and

additional notice beyond FERC requirements for increases in maximum allowable operating

pressure (MAOP).I0 The Settlement also provides for the installation of facilities that may be

necessary to maintain and enhance the current level of Pennsylvania conventional production

flowing into the AVC system,rl fint using unspent PA PES project firnds,r2 which satisfies

PIOGA's concerns with respect to these funds.13 The Settlement contains additional provisions

to enhance the throughput of locally pnduced conventional supplies on the Peoples system

which would otherwise be precluded by capacity constraints by (l) requiring Peoples to identify

alternate opportunities for these deliveriesra and Q) providing for the creation of

interconnections betweenthe Equitable Gas company and peoples systems.ls

* pIoGA st. No. r at2t:24-22:B;22:15-23:13;24:t1-14; pIoGA st. No. l-S at 6:g-8 :10; see Jt
Applicants St. No. 3-R l6:4-9, 14-17.

e Settlement, lJ79(dxi).
10 Settlement, ll79(dxii).
tl Settlement, fl7g(dxiii).
12 Settlemeng !f79(d)(iv).
t' PIOGA st. No. I atzl:r&-22:g.
Ia Settlement, !fs8l, 82.
15 Settlement, !fs8l, 83.



The Settlement also mitigates the potential disruption of current marketer operations on

the Peoples system as a result of the transfer of Peoples transmission and storage assets to

Equitrans for the AVC system through reasonable modifications to the initially proposed

capacity and storage release rules and rates,l6 delivery points and rateslT and balancing service.ls

Peoples has also committed to specific measures to enhance retail customer choice on the

Peoples and Equitable Gas systems, including a o'new and moving" customer referral program

and improved Purchase of Receivables programs.le All of these provisions adequately address

PIOGA's concerns with respect to marketer operations and retail supply competition post-

Closing.2o

In addition to the provisions addressed above, the Settlement maintains and extends the

benefits of the PA PES progfttm for Peoples and its ratepayers and the benefits of PIOGA's

Equitable Gas Rate AGS (Appalachian Gathering Service) agreement to producers through the

effective date of new base rates in Peoples next base rate case. The Settlement also provides for

improved collaboration with Peoples concerning projects to maintain and enhance pennsylvania

conventional production on the Equitable Gas, Peoples and PTWP systems.,2l as well as

progftulls to further promote retail natural gas supply competition on the Peoples and Equitable

Gas systems.22

16 
Sefflement, fls78, 79(D(i), (ii),96,97.

tt 
Settlement, !1s79(a)-(c), (e), (f)(iii), (g).

18 
Settlement, !is80, 84.

tn 
Settlement, us88-92.

'o PIOGA st. No. I atz4:22-25:2.
21 

Settlement, fls85-87.
22 Settlement,fl77.



The Settlement also comprehensively addresses the gas safety and cost issues presented

by the transfer of EQT's Goodwin and Tombaugh pipeline systems and customers to Peoples.

Gas safety and investigation/repair/rehabilitation cost recovery concerns were addressed in the

Bureau of Investigation and Enforcement's testimony, while PIOGA's testimony addressed the

exhemely high lost and unaccounted for gas (LUFG) recovery from PIOGA member producers

on the Goodwin system.23 The Settlement adequately addresses PIOGA's concerns with respect

to the high LUFG level on Goodwin by providing for gathering charges on only the "net"

deliveries rather than on the 'ogross" deliveriesza alongwith Peoples' commitrnent to

expeditiously identify the reasons for these high LUFG levels and address them, as well as the

funding commitments of EQT and Peoples for these efforts.2s

Finally, the Settlernent adequarely addresses PIOGA's concern with EQT's ability to

transfer assets involved in the Transaction among EQT entities26 by EQT's agreement

concerning the assets to be transferred to Equitable Gas Company.2T

The Settlement's modifications and refinements to the Joint Appticants' initial proposal,

as described in this Statement and the statements of the other Signatory Parties, are expected to

ensure that the intended substantial affrmative benefits result from this Transaction. As to

PIOGA's interests, this means the greater production of both unconventional and conventional

Pennsylvania natural gas and the resultant multiple beneficial effects flowing beyond the

industry.2s

23 pIoGA st. No. 1 at l4:6-t7:l l; lg:1-13; pIoGA st. No. t-s at 2:1-13 :2:224.5.
2a Settlement, !f94.
25 

Settlement, fls94, 6l and Appendix C.

'u PIOGA st. No. I erttg:7-21:2.
27 

Settlement, fl95.

" 5"", e.g., JtApplicants St. No. 2 at2:17-22; 17:10-13;22:8-24:12;Jt Applicants St. No. 3-R at 3:13-20.



WHEREFORE, for the reasons set forth above, the Pennsylvania Independent Oil & Gas

Association believes the public interest will be served by Commission approval of the Settlement

and respectfully requests that the settlement in this marter be approved.

Respectfu lly submitted,

Dated: September 17,2013

Pennsylvania Independent Oil & Gas Association
212 Locust Sfreet, Suite 300
Harrisburg, PA 171 08-1 5 10

Kevin J. Mddy, Esq.

6


