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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 : Docket Nos. A-2013-2353647
Transfer All of the Issued and Outstanding  : A-2013-2353649
Limited Liability Company Membership A-2013-2353651
Interest of Equitable Gas Company, LLCto

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.

JOINT PETITION FOR APPROVAL OF NON-UNANIMOUS SETTLEMENT

TO THE HONORABLE MARK A. HOYER, ADMINISTRATIVE LAW JUDGE (“ALJ”):

I INTRODUCTION

Peoples Natural Gas Company LLC (“Peoples™), Peoples TWP LLC (“Peoples TWP”),
and Equitable Gas Company, LLC (“Equitable”),' 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

! Hereinafter, Peoples, Peoples TWP, and Equitable will collectively be referred 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” (“Settlement™) and respectfully request
that ALJ Mark A. Hoyer and the Commission approve the above-captioned Joint Application
(“Joint Application™) consisjtent with the terms and conditions set forth in this Settlement.” 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:

IL BACKGROUND

1. 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, Armstro-ng;
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 and 2202, 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, Local 666 (“UWUA”), International Brotherhood of Electrical Workers, Local 1956 (“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.



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 “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.

4. 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 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, 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/or the 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 Peoples’ tariff necessary to carry out the transactions (hereinafter, collectively the
“Iransaction”).

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 circulation in the area

* Unless otherwise specified in this Application, all references to “EQT” shall be deemed to also include all of its
subsidiaries and affiliates.



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 11, 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, and PennFuture.{

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 Applicants
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
Direct Testimony of John M. Quinn, Joint Applicants Statement No. 9.

9. On April 23, 2013, the Cbmmission issued a notice scheduling a prehearing
conference in the above-captioned matter on May 9, 2013.

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

and subsequent to the initial prehearing conference.

* Retail Energy 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 patties to
this proceeding. :



11.  An initial prehearing conference was held before the ALJ on May 9, 2013. The
active parties filed prehearing memoranda identifying potential issues and witnesses. A
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 Testimony of Bruce Grabiec, Joint Applicants Statement
No. 10; and Direct Testimony of Christine S. Mayernik, Joint Applicants Statement No. 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. 1, and the
Direct Tesﬁmony 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
Brockway, OCA Statement No. 2. The OSBA served the Direct Testimony of Brian Kalcic,
OSBA Statement No. 1. The NGS Parties served the Direct Testimony of James L. Crist, NGS
Statement No. 1. 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 19, 2013, the Joint Applicants served the following rebuttal testimony:
the Rebuttal Testimony of Morgan K. O’Brien, Joint Applicants Statement Nb. 2-R; Rebuttal
Testimony of Fredﬁck 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



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
Surrebuttal Testimony of Jeffrey S. Nehr, Joint Applicants Statement No. 5-SR. The parties
other than the Joint Applicants also served surrebuttal testimony on September 6,k2013.f I&E
served the Surrebuttal Testimony of Ralph Graeser, I&E Statement No. 1-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. 1-SR, and thé 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 Surrebuttal 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 Surrebuttalr
Testimony of John Plunkett, PennFuture Statement No. 2.

16.  As a result of extensive settlement discussions, the Signatory Parties reached a |
settlement in principle that fully resolved all of their issues. PennFuture was the only active
party 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



also moved their respective testimonies and exhibits into the record. Further, the remaining
issues raised by PennFuture were litigated at the evidentiary hearing.’
18.  The Settlement agreed to by the Signatory Parties is set forth in the following

Section III.

HI. SETTLEMENT

19.  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. FINANCIAL CONDITIONS

21.  The existence of an acquisition premium for ratemaking purposes. will be
determined under the Uniform System of Accounts (Account 114).

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 providé services

> PennFuture’s issues were fully litigated and will be addressed in accordance with the briefing 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 Appliéants 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.

25.  Peoples will not defer any Transaction or Transition 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-1) (“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 an approximate
level of 50% debt and 50% equity.

27.  The Peoples Adjusted base rates as defined herein and Equitable’s cuﬁent 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. 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 rate 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. 1-2012-2320323,
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 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. 1-2012-2320323, 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 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. 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 filing 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(f) 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(f) filings. Peoples will have the right to
conduct an annual audit of the computation of any charges under the AVC agreement with thé
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.

10



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 any 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 distribution to
PNG which distribution will cause its actual debt ratio, excluding working capital facilities, to
exceed 55% of total capitalization.

36. | LDC Holdings’ consolidated long term debt ratio as a percent of total
capitalization shall not exceed 60% for any period longer than one year absent approval from the
Commission. Any request for approval will be considered on an expedited basis, if 50 requested.

37.  Peoples and Peoples TWP will be ring fenced from other companies owned by
SteelRiver managed funds as described in the Joint Application.

38.  Peoples’ dividends to PNG shall be limited to a level that maintains a maximum
debt ratio of 55%, 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.

11



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 quantifying 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, I&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

confidential information.
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45.  Peoples and its parents will provide, upon request, to the Commissioﬂ, I&E, OCA
and OSBA, in connection with rate proceedings and other proceedings before the Commission
presentations given to common 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 with a 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. CORPORATE COST ALLOCATIONS

49.  Peoples’ cost allocations between its Peoples and Equitable Divisions and
affiliates will follow the standards and allocation methodologies that have been pfeviously
approved by the Commission, at Docket No. G-2012-2290014, with regard to affiliate 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

66 Pa. 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 governing 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 thaf time 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 territory for a period of five years.

56.  Peoples commits to the protection of jobs for workers covered by collective
bargainingk agreements, as set out and discussed in the Direct Testimony of Mr. O’Brien.

57.  For a period of four years after Closing, Peoples will commit to offering 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 reorganizations 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 LOST AND
UNACCOUNTED FOR GAS

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 through 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 in 2017, 2018 and 2019 as evidenced 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 Commission requirements.

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
concerning 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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(d)

()

®

within 10 days of the end of each month and provide the Gas Safety

Division with access to verify leaks repaired.

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

to inspect for safety concerns during the period up to Closing.

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

of PNG (“PNG Gathering LLC”).

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”).

Peoples and PNG Gathering will use the EQT Contribution to assess and

improve the Gathering Systems facilities as described below.

1) 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 Divisioﬁ 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.”

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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(i)

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 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, Peoples
will make a recommendation not to further investin 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.

If the Commission does not approve 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:

(®)
(b)

percent of calls answered within 30 seconds of at least 82%,

busy-out rate of no more than 0.25%,
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(c) call abandonment rate that is no higher than 3% for 2014, 2015 and 2016,
and 2.5% for 2017 and 2018,

(d)  percent response within 60 minutes to emergency calls of at least 98.5%
for 2014, 2015 and 2016 and 99% for 2017 and 2018.

(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. A-2010-.
2210326, which are attached hereto as “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 calendar years
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 customers 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
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additionally outline cost effective systems for improvement of customer service and expected
service improvements.

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 an 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 metrics.

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 failure of Peoples to perform in any of the areas covered by the sefvice

quality metrics.

G. UNIVERSAL SERVICE

68.-  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.

69.  Peoples will commit to establishing a Universal Service Advisory Group,
consistent with the recommendations prqvided in the Direct Testimony of OCA witness
Brockway. The Group will include community based organizations (“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
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Program (“LIURP”), LIURP eligibility, Earned Income Tax Credit (“EITC”) concerns 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 systém to track and monitor referrals
and enrollments into utility programs.

71.  Peoples will be permitted to continue to recover 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 shall not 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 10% 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 will commit that it will increase expenditures on LIURP in the first 4
years after Closing. Specifically, commencing January 1, 2014, the Peoples Division LIURP
will 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 per 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 southwestern 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 retail natural gas supply competition in

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

78.  Priority One (“P-1) Program — Gas Supply Assignment. Peoples agrees that in
order to encourage and support customer choice, the Company’s upstream pipeline éapacity 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-1 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 capacity and Peoples will endeavor to accommodate a P-1 supplier’s request forv
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 capacity, Peoples shall
also provide P-1 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.

(8)  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 notice 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)

(©)

(d)

Primary Firm Points - 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, and designated as primary firm points as defined by the
Equitrans FERC gas tariff and will not be subject to interruption 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 contractual 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.

MAQP and Operating Pressures.

@) 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 modify AVC system

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

(iif)

(iv)

shippers with advance notice of four months for any projects that
are projected to increase operating pressures greater than 15%.
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 concerning 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, Peopleé 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 modify 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 such facilities, as described
in iii. above, using Peoples Division PES PRC funds. The first

funds spent or allocated shall be sourced from the current Peoples
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(e)

®

Division PES PRC capital spending shortfall. If additional fundé
are required, Peoples shall utilize available annual funding frqm
the PES revenues that was established and approved in Peoples’
2012 rate case 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 case. 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.

Negotiated Rates - Peoples and EQT agree to modify 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

Other than the release of AVC storage (former Rate ST and ST-
SW storage) to NP-1 suppliers, suppliers on the Peoples Division

will receive a net zero cost release of AVC storage and
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(ii)

(iii)

transportation capacity required to  supply their on-system
customers 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% on volumes transported 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-1
suppliers of the Peoples Division at a rate of $.83/Mcf. 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 cbmmodity
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
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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 agreés that it will also work with the NGSs to
explore other - alternatives to effectively address the situation
described above and modify its tariff if required. Peoples further
agrees that prior to Closing it will 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
justify the monthly volumes adjustments described above. In the
event that a customer challenges any suéh adjustments, Peoples

will assist the affected supplier in defense of the adjustment.

Existing DTI and Equitrans Interstate Points — Subject to paragraph 79(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)
(i)
(iv)
)
(vi)

DTI- City Gate 20200

TGP- Pitt Terminal 20199
Equitrans- Ginger Hill- 11142
Tetco M2- Rockwood 70051
Tetco M3- Ebensburg 70323

National Fuel- PNGCG
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(vi))  Truittsburg

(viii) Rural Valley

K. NP-1 SUPPLIER BALANCING SERVICE

80.  In order 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-1 |
suppliers of the Peoples Division a new service that will allow NP-1 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-1 supplier’s assigned and available storage capacity. Peoples agrees
to work with NP-1 suppliers to develop allowable parameters governing such storage transfers
with the intent to provide NP-1 suppliers with a similar level of balancing flexibilities currently

provided to NP-1 suppliers today.

L. LOCAL 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;

(b)  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.
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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 flexibility 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-1 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 modify
its proposed tariff (Tariff Page 34 and 34A of Joint Applicants Exhibit No. JAG-3) so that the
carrying costs charged to NP-1 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 Revievlv Committee 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/Rate 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 alternatives 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.

0. 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

31



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/Nominations System and related processes.

90.  Peoples agrees that within 30 days following Closing, it will provide Aged
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 substantially
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 for 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.

Q. GOODWIN GATHERING 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 implementihg immediately
after Closing its UFG reduction measures on the Goodwin system that are outlined in the Joint
Applicants Statement No. 5S 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 issues will be prioritized to drive meaningful results that will be reflected in the
ongoing monthly retainage charges on the Goodwin system. Peoples will provide PIOGA with
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 EXCHANGE AGREEMENT

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.

S. RETAINAGE ON TRANSFERRED ASSETS

96.  See paragraph 79(f).
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T. CAPACITY ON THE TRANSFERRED ASSETS

97.  Peoples agrees to assign sufficient AVC capaCity to NGSs and Producers on the
transferred Peoples’ transmission and storage assets, considering producer meters and 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 capacity to fill and empty their
allocated share of AVC storage;

(b) 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 sufficient AVC system transportation

capacity to move gas to these points.

U. HOMEWORKS

98.  Peoples agrees that it shall maintain separate accounting records for Equitable
Homeworks, LLC (“Homeworks”)® and to allocate costs and expenses to Homeworks in

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

¢ Equitable Homeworks, LLC 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.
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by the Commission, at Docket No. G-2012-2290014, with regard tq affiliate charges under the
Peoples Service Corporation, LLC Agreement.

99. 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 offéring the same information and/or opportunities to other providers of the same 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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IV. 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 settlements. See 52 Pa. 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 entered Oct. 4, 2004); Pa. Pub. Util. Comm’nv. C.S. Water
and Sewer Assocs., 74 Pa. P.U.C. 767 (1991). As will be detailed in the Signatory Parties’
Statements in Support of Settlement, 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 Commission, 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.

107.  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 attachedkheret’o as

“Appendices F through M.”
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VI. CONDITIONS OF THE 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 pro’ceeding. 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 proceedings, 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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VII. CONCLUSION

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

Brothers, and US Steel,’ 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 thc Commission issue all
approvals requested in the Joint Application, as modified by the terms and conditions set forth
herein, and necessary approvals authorizing: (1) 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 Peoples 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) 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.

T 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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17 North Second Street

12th Floor

Harrisburg, PA 17101-1601
Phone: 717.731.1970

Fax: 717.731.1985

E-mail: mgang@postschell.com
E-mail: mbassell@postschell.com
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G}/z(/ra

Date

Counsel for Peoples Natural Gas Company LLC

And Peoples TWP LLC

Al PPt 7 -25-/3
J ghyf Povilaitis, Esquire Date
Al M. Seltzer, Esquire
Buchanan Ingersoll & Rooney PC David W. Gray, Esquire
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E-mail: bnaum@spilmanlaw.com
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Rate RS

Rate SGS
Commerclal
Industrial

Rate MGS
Commercial
“Industrial

Rate LGS
Commercial
Industrial

Rate GS-T
* Residential

$GS Commerclal & NGDC
$GS Industrial & NGDC
MGS Commerclal & NGDC

" MGS Industrial & NGDC
LGS Commerclal & NGDC
LGS Industrlal & NGDC

Increase

Present Proposed {Decrease)
Base Rate Base Rate $/Mcf
$3.6560  $3.1497 {50.5063)
82,6921 . $2.1939 {60.5032)
822655  51.7623 {$0.5032)
$25210  $2.1904 {$0.3306)
$1.8549  $1.5243 {$0.3306)
$24909  $2.3913 ($0.0996)
$1,8549  $1,7553 ($0.0996)
43,6560  $3.1497 {$0.5063)
$2.6971  $2.1939 {50.5032)
$22655  $1.7623 (05032)
$2,5210  $2.1904 {60.3306)
$1.8549 31,5243 {$0.3306)
$2.4909 = $2.3913 {$0.0996)
$1.8549.  $1.7553 {$0.0996)
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P.eoples Natural Gas Company

Délivery Base Rate Reduction - Transferred Transmission and Storage Assets

Based on Blended Peak and Peak & Average Methodologies

1/2012 Base Rate Case - Rate ST and ST-SW Revenues

Revenue | Allocation to Customer Class - Blended Methodologies - 2012 Rate Case PNG Rebuttal COSS ]
Reguirement Total Residential SGs MGS - 165
6 (2) (3) 4 (5) (6}
Transmission Line Facilities .
Plant in Service S 50,156,741 S 50,156,741 s ) 27,488,333 §$ '5,154,547 $ 7,705,020 $ 9,808,841
Depreciation Reserve $ (15,300,068) $ (15,300,068 $ (8,385,181) $ (1,572,369) $ {2,350,379) $ (2,992,139)
Material and Supplies S 107,367 ] 107,367 § 58,842 § 11,034 §$ 16,494 S 20,997
Total Rate Base . S 34,564,040 S 34,964,040 $ 19,161,994 $ 3,593,212 S 5,371,135 § 6,837,699
Pretax Return {12.32%) S 4,307,570 S 4,307,570 S 2,360,758 § 442,684 $ 661,724 $ 842,405
O&M Expenses $ 4,350,000 s 4,350,000 $ 3,087,282 § 537,049 $ ‘444911 S 280,757
Other Taxes (Plant & Payroll) s 150,745 S 150,745 $ 94,861 S 17,059 § 19,269 $ 19,556
Depreciation Expense . S 807,523 S 807,523 §$ 442562 S 82,988 S 124,051 $ 157,922
Total Transmission Revenue Req. S 9,615,838 S 9,615,838 $ 5,885,463 § 1,079,780 § 1,249,955 § 1,300,641
Storage Facilities )
Plant in Service S 77,946,961 S 77,946,961 $ 48,212,211 '§ 9,131,019 $ 11,575,622 $ 9,028,108
Depreciation Reserve $  (19,862,993) $  (19,862,993) $  (12,285775) $ .  (2,326,830) $ (2,949,782) $ {2,300,606)
Inventory (Base Gas Only) s . 212,634 S 212,634 $ 132,880 § 24997 $ 30913 $ 23,843
Material and Supplies S 136,845 S 136,845 S 84,642 $ 16,031 $ 20,322 $ 15,850
Total Rate Base S 58,433,447 S 58,433,447 $ 36,143,959 $ 6,845,216 $ 8,677,077 $ 6,767,196
Pretax Return (12.32%) S 7,199,001 S 7,199,001 $ 4,452,936 $ 843,331 § 1,069,016 $ 833,719
0&M Expenses S 5,783,506 S 5,783,506 §$ 4,017,821 § 720,076 S 674,445 $ 371,164.
Othel: Taxes (Plant & Payroll) S 254,718 $ 254,718 $ 166,197 §$ 30,674 $ 34,207 $ 23,640
Depreciation Expense $ 1,915,162 $ 1,915,162 -$ 1,184,577 § 224,350 $ 284,414 $ 221,821
* Total Storage Revenue Req. $ 15,152,386 ] 15,152,386 $ 9,821,531 $ 1,818,431 $ 2,062,082 §$ 1,450,343
. Revenue Req. Recovered from NGSs - $ (907,440) 17 $ {907,440} $ -5 {48,964) $ (213,297) $ (645,179)
Net Storage Revenue Requirement s 14,244,946 S 14,244,946 $ 9,821,531 $ 1,769,467 $ 1,848,785 $ 805,164
Revenue Requirement - In Base Rates $ 23,860,784 $ 23,860,784 $ 15,806,993 $ 2,849,247 $ 3,098,739 $§ 2,105,805
2012 Base Rate Case Settlement Volumes - Mcf 67,404,572 31,218,167 5,662,081 9,372,424 21,151,900
Base Rate Reduction to Delivery Charges - $/Mcf s 03540 3 0.5063 0.5032 0,3306 0.0996

v xipuaddy
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Rider B -- AVC Capacity Charge

Residential

SGS - Commercial
SGS - Industrial
MGS - Commercial
MGS - Industrial
LGS - Commercial
LGS - Industrial

wnn-umnumoumnn

0.5063
0.5032
0.5032
0.3306
0.3306
0.0996
0.0996

Appendix B
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Appendix B

20f2
PNG
Oct-13
Methodology per 1307(f)-2013 Settlement Retainage Adjustment
‘ ; 1/
"LUFG" (excluding retainage recovered from retainage-discounted customers) 4,647,265 {1,650,545)
Total Supply (Mcf) {(excluding supply for retainage-discounted customers) 60,323,906 60,323,906
Overall "LUFG" Percentage to be recovered from customers paying full retainage 7.7% 2.7%
"LUFG" (excluding retainage recovered from retainage-discounted customers) 4,647,255
Mcf Associated with non-Temperature Compensating Meters {570,645)
Adjusted UFG, Storage Loss and Company Use Mcf 4,076,610
Adjusted LUFG Percentage 6.8%
Percent Adjustment -0.9%
RS, SGS, MGS 7.7% 5.0%
LGS 6.8% 4.1%

1/ Adjustment for reduction in retalnage for transferred assets.
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APPENDIX C
A summary of Activities on the
Goodwin and Tombaugh Gathering Systems

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 additiona}
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.  Notify 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 connected to each segment;
iv.  Determine producers connected to each segment;
v.  Determine pipeline interconnects to each segment;
vi.  Install segmentation measurement;

vii,  Obtain measurement for each attribute and solve for segmentation UFG.
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Appendix D

Performance Indicator Proposed Annual Performance Standard | T. W. Phillips’ Historic Average Performance’
1.  Call Center: % calls answered w/in 70% in 2012 63%
30 seconds 80% in 2013
2. Call Center: Average Busy-out Rate | Below 0.5% 0%
3.  Call Center: Average Call 7% in 2012 15%
Abandonment Rate 59 in 2013
4. # of Customer disputes not issued a No more than 3% of the Total Number of | 2.9%
report within 30 days disputes filed
5. % of Meters not read as required by | Not read in 6 months: 0.17% Not read in 6 months: 0.17%
56.12(4) (1i-6 mos.) and (iii-12 m0S.) | 4 read in 12 months: 0.02% Not read in 12 months: 0.02%
6.  Gas Safety Response Time 98% in 60 minutes, with a minimum | 98% in 60 minutes
standard of arriving on-site 90% of the time
within 60 minutes for each district.
7.  Percent of bills not rendered once 0.01%

every billing period

Not applicable®

! Three-Year Average, except where otherwise 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 COMPANY LLC

RATES AND RULES
GOVERNING THE
- FURNISHING OF
NATURAL GAS SERVICE
TO RETAIL
GAS CUSTOMERS

Joint Application for Approval of the Transfer of Membetship
Interests, Transfer of Certain Assets, and Certain Associated Gas

Supply Agreements Pursuant to Sections 1102(a)(3) and 2204(e) of the
Public Utility Code. |

ISSUED: EFFECTIVE:
BY: Morgan K, O’'Brien
President
375 North Shore Drive, Suite 600
Pittsburgh, PA 15212

NOTICE

This tariff makes changes to existing rates.
+ (See page 2)
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PEOPLES NATURAL GAS COMPANY LLC SUPPLEMENT-NO-41PROFORMA TO GAS-PA PUC NO. 45
. NINTH REVISED PAGE NO. 2

CANCELLING EIGHTH REVISED PAGE NO, 2

LIST OF CHANGES

Page No, Section Modification

2A List of Changes Additional pagé added due to length of list of changes.

3 Rate Schedule Modified to reflect addition of AVC Capacity Charge
under Rider B.

3A Rate Schedule Maodified to reflect addition of AVC Capacity Charge

' under Rider B and changes to delivery rates

4A Rate Schedule Modified to reflect addition of AVC Capacity Charge and
changes to delivery rates, s

4B Rate Schedule Modified to reflect addition of AVC Capacity Charge and

: changes to delivery rates,

5 Table of Contents Modified to reflect changes to pages 57 through 59 and
the addition of pages 24, 63A, and 63B.

10 Rates Available Under This Tariff Removal of Rate ST and Rate ST-SW to reflect

) discontinuance of on system storage service.

27 Rules & Regulations, Rule 17 Deletion of the word *pools’ in line three of the first
paragraph to reflect discontinuance of on system storage
service, L

31 Rules & Regulations, Rule 21 Delete reference to Rate ST and Rate ST-SW,

36 Rate RS Reduction in delivery charge.

40 Rate SGS Reduction in delivery charges.

42 Rate MGS Reduction in delivery charges.

44 Rate LGS Reduction in delivery charges,

46 Rate GS-T Addition of the word ‘and’ under Rule (8)(3).

47 -| Rate GS-T Deletion of Rule (8)(4) to reflect discontinuance of on
system storage. Update of Rule (8)(5) to become Rule
(8)A).

47 Rate GS-T Delete reference to Rate ST and Rate ST-SW under Rule
O)a. ‘

47 Rate GS-T Rule (12) updated to reflect new retainage rates.

48 - | Rate GS-T Rule (14) update to Negative Monthly Imbalance section
to specify ‘pipeline’ storage withdrawals,

48 Rate GS8-T Rule (14) update to Positive Monthly Imbalance section to
remove reference to Rate ST and Rate ST-SW.,

49 Rate GS-T Rule (14) update to reflect language change removing
BB&A rates from the current page and referring to Rider
B where those rates are set forth.

51 Rate GS-T Reduction in delivery charges.

52 Rate GS-T Access to Storage Service section added.

37 Page Intentionally Left Blank Formerly Rate ST

58 Page Intentionally Left Blank Formerly Rate ST

59 Page Intentionally Left Blank Formerly Rate ST-SW

62 Rider B Rate Schedule updated to reflect addition of AVC
Capacity Charge,

63 ' Rider B Definitions updated to include addition of AVC, AVCOU,

’ : NP1 and P1AC.

63A Rider B Language added to reflect application and calculation, for
AVC Capacity Charge,

63B Rider B Additional page added to reflect reconciliation and
treatment of Discount Customers for AVC Capacity
Charge. ~

ISSUIE'D: January-34;-2043 EFFECTIVE: April4,-2043
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PEOPLES NATURAL GAS COMPANY LLC

PROFORMA TO GAS—PA PUC NO. 45

ORIGINAL PAGE NO. 2A
LIST OF CHANGES (cont.)
ok, dDCrERSE
Present Proposed (Decrease)
Base Rate |Base Rate $/Mcf
Rate RS $3.6560 | $3,1497 [  ($0.5063)
Rate SGS N
Commerctal $2.6971 $2.1939 (30.5032)
Industrial . $2.2655 | $17623 |  _($0,5032)
Rate MGS .
Commercial $2,5210 | $2.1904 (50,3306}
Industrial $1.8549 |  $1.5243 {$0.3306)
Rate LGS
Commerclal 824909 { $2,3913 ($0.0996)
Industrial I $18549 | $1.7553 ($0.0996)
Rate GS-T i
__Residential $3.6560 | $3.1497 ($0.5063)
$GS Commerclal & NGDC $2.6971 | $2.1939 {$0.5032)
$GS Industrlal & NGDC .$2.2655 | $1.7623 {$0.5032)
MGS Commerclal & NGDC $2.5210 | - 52,1904 {$0.3306)
| __MGS industrlal & NGDC $1.8549 |  $1.5243 ($0.3306)
LGS Commerclal & NGDC $2.4909 |  $2.3913 ($0.0996)
LGS Industrial & NGDC $1.8549 |  $1,7553 _ ($0.0996)
Rider B -- AVC Capacity Charge
Resldential S - $ 0506315 0.5063
565 Commerdlal $ . ..r.. $. 0808218 05082
SGS - Industrial $ - |$ 0503258 0.5032
MGS - Commerclal $ - |$ 033063 0.3306
MGS - Industrial $ - |3 033061 03306
LGS - commerclal . - |$ 0099%|$ 0.0996
| LGS - Industrial $ - |$ 00996]% 0.0996
1SSUED: EFFECTIVE:




PEOPLES NATURAL GAS COMPANY, LLC

PROFORMA TO GAS—PA PUC NO. 45
EIGHTH REVISED PAGENOC. 3
CANCELLING SEVENTH REVISED PAGE NQ. 3

| Rider B - Gas Cost Charges ] Base Rate Rider A Rider £ Rider F Rider 6 Rider H RiderJ Bill Display
Capadity AVC Capadity GCA Commodity Charges STAS MFC USR GPC Rate Credit Rager Credit Total Rate
() (2 3 4 (5) (6) @ {8) €)] (10 (11) {12=5UM1t011)

Residential Sales -0.22%
Customer Charge S 13.9500 $ (1.5000) $ 12 4500
Capadity $ 04932 $ 0.5063 0.0375 $ 10170
PTC- Commodity Charge S (0.3049) § 4.4330 0.1466 $ 0.0500 $ 43647
Delivery Charge $ 3.1497 $  0.2643 $ (01279) $ (0.1407) $ 3.1454
State Tax Surcharge $  (0.0059) $ (0.0069)
Total par MCF 0.1641 3 8.5202
Commercial SGS
Customer Charge

0'to 499 MCF/Yr $ 14.8800 3 (1.1200) $ 13.7600

500 to 959 MCE/Yr $ 27.0000 $ (1.1200) $ 25.8800
Capadity $ 04792 $ 0.5032 0.0037 $ 0.9861
PTC- Commodity Charge $  (03049) $ 4.4330 0.0318 $ 0.0900 $ 4.2499
Delivery Charge $ 2.1935 $ {0.1351) $ 20588
State Tax Surcharge $  (0.0048) $ {0.0048)
Total per MCF 0.0355 $ 7.2900
Industrial 5GS -
Customer Charge

010 499 MCF/Yr $ 20.0000 $ {1.1200) $ 18.8800

500 to 999 MCF/Yr $ 270000 3 {1.1200) $ 25.8800
Capacity $ 04932 § 05032 0.0038 S 1.0002
PTC- Commodity Charge $  {03049) $ 4.4330 0.0318 $ 0.0500 $ 4.2499
Delivery Charge $ 1.7623 $ (0.1404) $ 16219
State Tax Surcharge $  (0.0039) $ {0:0039)
Total per MCF 0.0356 $ 6.8681
Commerdal MGS
Customer Charge

1,000 to 2,499 MCF/Yr $ 50.0000 $ {20.4000) $ 29.6000

2,500 to 24,999 MCF/Yr $ 77.0000 $ (31.4100) $ 45.5900

3>

Capacity $ 04932 $ 0.3306 0.0038 $ 082768 B
PTC- Commodity Charge $  (0.2049) $ 4.4330 0.0318 $ 0.0900 $ 4.2499?: 2
Delivery Charge $ 21904 S (00356) §  (0.2445) $ 1.9503> m
State Tax Surcharge $  (0.0048) $ (0.0048)
Total per MCF 0.0356 $ 7.0230
'ISSUED:




PEOPLES NATURAL GAS COMPANY, LLC PROFORMA TO GAS—PA PUCNO. 45

ORIGINAL PAGE NO. 3A
I ) Rider B - Gas Cost Charges 4' Base Rate RiderA Rider € RiderF Rider G Rider H Rider) Bill Display
Capacity AVC Capacity GCA Commodity Charges STAS MEC USR GPC Rate Credit Rager Credit Total Rate
1) (2) @8} 4 {5} (6) n 8) ()] (10) {11) {12=5UM 1to 11)

Industrial MGS
Customer Charge

1,000 to 2,495 MCF/Yr $ 50.0000 $ {20.4000) $ 29.6000

2,500 to 24,999 MCF/Yr $ 77.0000 $ (31.4100) $ 45.5900
Capacity $ 04932 $§ . 0.3306 $ 0.0038 $ 0.8276
PTC- Commodity Chasge $  {03049) $ 4.4230 $ 00318 $ 0.0500 $ 42499
Delivery Charge $ 15243 ) $ {0.0856) $ (0.1404} $ 1.2883
State Tax Surcharge $  (0.0034) $ {0.0034)
Total per MCF $  0.0356 $ 6.3624
Commercial LGS
Customer Charge

25,000 to 49,959 MCF/Yr $ 443.0000 $  {280.7500) S 162.2500

50,000 to 95,959 MCF/Yr $ 545.0000 $ . {345.4000) $ 195.6000

100,000 to 199,999 MCF/Yr $ 793.0000 $  (502.5700) $ 290.4300

Over 200,000 MCF/Yr $  1,215.0000 $ - $ 1,215.0000
Capacity $ 04932 $ 0.0996 $ 0.0038 $ 0.5966
PTC- Commodity Charge $ {03049) $ 4.4330 $  0.0318 $ 0.0900 $ 42439
Delivery Charge $ 2.3913 $ (0.0794) $ (0.1445) $ 2.1674
State Tax Surcharge $ (0.0053) $ (0.0053)
Total per MCF i $ 00356 $ 7.0086
Industrial LGS
Customer Charge

25,000 to 49,599 MCF/Yr $ 443.0000 $  {280.7500) $ 162.2500

50,000 to 99,999 MCF/Yr $ 545.0000 $  (345.4000) $ 195.6000

100,000 to 198,999 MCF/Yr S  1,144.0000 $  (725.0100) $ 418.9500

Over 200,000 MCEAYT $  2,009.0000 $ - $ 2,009.0000
Capacity $ 04932 $ 0.0996 $ 00038 $ 0.5966
PTC- Commodity Charge $ (03049) $ 4.4330 $ 0.0318 $ 0.0900 $ 42499
Delivery Charge $ 17553 $  (0.0734) $ 01404) $ 15355 &
State Tax Surcharge $  (0.0039) $ (00059 B
Total per MCF $  0.035 s 63788 X
1SSUED: m




PEOPLES NATURAL GAS COMPANY, LLC

PROFORMA TO GAS—PA PUCNO. 45
EIGHTH REVISED PAGE NO.4
CANCELLING SEVENTH REVISED PAGE NO. 4

Base Rate Rider A Rider E RiderF | Rider 8 ] Rider H Rider J Bill Display
Charges STAS MFC USR Capacity  AVC Capacity BB&A  Rate Credit Rager Credit Total Rate
(1) 2 &) 0] (s} (€ @ (& (9) (10=SUM 1 to 9}
Rate GS-T Residential -0.22%
Customer Charge $ 13.9500 $ {1.5000) $ 12.4500
Capacity (Includes AVC Capacity) 0.0175 $ 04932 $ 0.5063 $ 1.0170
Delivery Charge $ 3.1497 $ 02643 $ {0.1279) $ (0.1407) $ 3.1454
State Tax Surcharge $  (0.0069) $ (0.0069)
Total per MCF : $ 4.1555
Rate GS-T Commercial SGS
Customer Charge
0 to 499 MCF/\T $ 14.8800 $ {1.1200) s 13.7600
500 to 999 MCF/Yr $ 27.0000 $ {1.1200) $ 25.8800
1/ Capacity/BB&A (Includes AVC Capacity) 0.0037 $ 04792 $ 0.5032 $ 0.9861
Delivery Charge S 21939 $ (0.1351) $ 2.0588
State Tax Surcharge $ (0.0048) $ (c.0048)
Total per MCF $ 3.0401
Rate GS-T Industrial SGS
Customer Charge
0 to 499 MCF/Yr $ 20.0000 $ {1.1200) S 18.8800
500 to 999 MCF/Yr $ 27.0000 $ (1.1200) $ 25.8800
1/ Capacity/SBRA $ 05032 $ 0.0347 S 0.5379
Delivery Charge $ 17623 $ {0.1404) $ 16219
State Tax Surcharge $  (0.0039) $ (0.0039)
Total per MCF $ 21559
Rate GS-T Commercial MGS
Customer Charge
1,000 to 2,499 MCF/Yr $ 50.0000 $ {20.4000) $ 29.6000
2,500 to 24,999 MCF/Yr $ 77.0000 $  (31.4100) $ 45.5500
1/ Capacity/BB&A $ 03306 $ 01614 $ 0.4920
Delivery Charge $ 2.1904 $ {0.0956) $ (0.1445) $ 19503 &
State Tax Surcharge $  (0.0048) $ (o.oohag
Total per MCF $ 2437¢ :‘_n

1/ Copecitty applies to Prierity 1 ratepayers when electing transport service. All other Ratepayers are billed the BB&A charge.
For purposes of this schedule, Capacity has been defoulted for Residential and SGS customers and BB&A has been defoulted

for MGS and LGS dlasses.
ISSUED:

EFFECTIVE:




PEOPLES NATURAL GAS COMPANY, LLC

PROFORMA TO GAS--PA PUC NO. 45
ORIGINAL PAGE NO. 4A

Base Rate Rider A Rider E Rider F I Rider B J Capacity/ Rider H RiderJ Bill Display
Charges STAS MFC USR Capacity AVC Capacity BB&A Rate Credit Rager Credit Total Rate
(1} (2} 3 0] (5) (€ g t:3] {9} (10=SUM 1to 9)
Rate GS-T Industrial MGS
Customer Charge
1,000t0 2,499 MCF/Yr $ 50.0000 $ (20.4000) $ 296000
2,500 to 24,999 MCF/Yr S 77.0000 $ (31.4100) $ 45.5900
1/ Capacity/BB&A $ 03306 $ 00347 $ 03653
Delivery Charge $ 15243 $ {0.0956) $ (0.1404) $ 1.2883
State Tax Surcharge $  (0.0034) $ {0.0034)
Total per MCF $ 16502
Rate GS-T Commercial LGS
Customer Charge
25,000 to 49,999 MCF/Yr $ 443.0000 $  {280.7500) $ 162.2500
$0,000to 99,999 MCF/Yr $ 545.0000 $  {345.4000) S 199.6000
100,000 to 199,999 MCF/Yr $ 793.0000 $  (S025700) $ 290.4300
Over 200,000 MCF/Yr $  1,215.0000 $ - $ 1,215.0000
1/ Capacity/BB&A $ 0.0996 $ 0.1614 $ 0.2610
Delivery Charge S 23913 $ (0.0794) $ (0.2445) $ 2.1674
State Tax Surcharge $  (0.0053) ) S {0.0053)
Total per MCF $ 24231
Rate GS-T Industrial LGS
Customer Charge
25,000 to 49,998 MCF/Yr $ 443.0000 $  {280.7500) $ 162.2500
50,000 to 99,999 MCF/Yr $ 545.0000 S (345.4000) S 199.6000
100,000 to 199,999 MCF/Yr $  1,144.0000 $ (725.0100) $ 418.9900
Over 200,000 MCF/Yr $ 2,009.0000 $ - $ 2,009.0000
1/ Capacity/BB&A $ 00996 $ 0.0347 $ 0.1343
Delivery Charge $ 17553 $ 0.0794) $ (01404} $ 15355
State Tax Surcharge S (0.0039) $ (0.0039)
Total per MCF $ 16659 2
1/ Capaciity applies to Priority 1 ratepayers when electing transport service. All other Ratepayers are billed the BB&A charge. E §
For purposes of this schedule, Capacity has been defaulted for Residentiol and SGS customers and BB&A has been defaulted ' by %
for MGS and LGS classes. ™
ISSUED:

EFFECTIVE:
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PEOF}‘LES NATURAL GAS COMPANY LLC SUPPLEMENT-NO.-2PROFORMA -TO GAS—PA PUC NO. 45
ORIGINAL PAGE NO. 10

RATES AVAILABLE UNDER THIS TARIFF

Rate RS - Rasidential Service
This rate is avallable to residentlal ratepayers throughput the territory served by the Company.

Rate CAP
This is available to residential ratepayers who meet the criterla as detalled In this Rate Schedule.

Rate $GS — Small General Service- .

This rate is available to commercial and Industrial ratepayers and NGDCs consuming less than 1,600 Mcf of natural gas
serviéé annually throughout the territory served by the Company with the exception of commercial ratepayers qualifying
under Rate NGPV. ’

| Rate MGS — Medium General Service:

This rate is avallable to commercial and Industrial ratepayers and NGDCs consuming between 1,000 and 24,999 Mcf of
natural gas service annually throughout the territory served by the Company with the exception of commercial ratepayers
qualifying under Rate NGPV.,

Rate LGS - Large General Service
This rae is available to commercial and industrial ratepayers and NGDC's consuming more than 25,000 Mcf annually
throughout the territory served by the Company with the exception of commerclal ratepayers qualifying under Rate NGPV,

Rate CER - Competitive Energy Rate
This rate Is available to all ratepayers throughout the territory served by the Company who, in the determination of the

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

Rate $S-T - General Service Transportation <6}
This rate offers firm transportation service for residential, commercial, industrial, and NGDC ratepayers. Commercial,
industrial, and NGDC ratepayers that consume less than 1,000 Mcf per year are classifled as Small General Service
ratepayers under this tariff. Commerclal, industrial, and NGDC ratepayers that consume between 1,000 and 24,999 Mcf per
year are classlfied as Medium General Service ratepayers under this tariff. Commerclal, Industrial, and NGDC ratepayers
that consume more more than 25,000 Mcf per year are classified as Large General Service ratepayers under this tariff.

Rate $:S-SB - General Standby Service )

This rate offers standby service for residential, commercial, and industrial transportation ratepayers.

Rate NGPV
This rate offers service for natural gas powered vehicles.

{C)

(C)

ISSUED: September28,2042 _ . EFFECTIVE: October1,-2042
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PEOBLES NATURAL GAS COMPANY LLC PROFORMASURRLEMENT-NO-2 TO GAS—PA PUC NO. 45
ORIGINAL PAGE NO, 27

RULES AND REGULATIONS

17. PRIORITY OF SERVICE AND CURTAILMENT FOR RETAIL RATEPAYERS (continued)

The definltions for terms used in the priority of service categories shall be shown in Appendix A hereto.

Gas Shortage Curtailment Related to Long-Term Supplies

When, in the Company's judgment, its supply of gas Is insufficlent to meet the full requirements of all the Company's
rhtepayers on a continuing basis, or when continued delivery of gas would prevent the injection of gas into the-

'g-storage peels-for the protection of subsequent winters' supplies, the Company may require each__(C)
ratepayer to restrict his monthly consumption to a volume authorized by the Company.

A gas shortage curtailment shall be made only after a minimum 96-hour written notice to the ratepayer given by certified
mall and specifying its authorized monthly consumption to which such curtailment applies. The Company will authorize
monthly consumption levels from the Company’s supplies only to ratepayers then currently purchasing commodity or
standby service from the Company. Ratepayers that acquire their own gas supplies and that do not purchase standby
service will be entitled to consume only the volumes they have delivered to the Company, less any gas that the
Company Is authorized to seize for consumption by other ratepayers. :

If a ratepayer exceeds its authorized consumption during a period of gas shortage curtailment, then the ratepayer shall
be subject to penalties as set forth under this Rule 17.

Actual consumption In any month in excess of the volume authorized in the notice of gas shortage curtailment shall
operate to reduce the volume authorized for the second succeeding month by the amount of such excess; during the
first month following the month of excess consumption a ratepayer may use less than the volume authorized for that
month and recelve a credit up to but not exceeding the amount of such reduction, to be applied to the reduced volume
authorized for the second month,

ISSUED: September28-2012 EFFECTIVE: October1,2042
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PEORLES NATURAL GAS COMPANY LLC SUPPLEMENT-NO--2PROFORMA TO GAS—PA PUC NO. 45
ORIGINAL PAGE NO. 31

RULES AND REGULATIONS

18. SALES OF GAS FOR RESALE

All gas sales to residential ratepayers are to the ultimate purchaser and are not to be resold for profit.

SPECIAL RULES APPLICABLE TO ALTOONA
AND JOHNSTOWN AND VICINITY (Rules 19 and 20)

19. CONNECTION FOR SERVICE

In the city of Altoona, Blair County, and the city of Johnstown, boroughs of Ferndale, Westmont, Lorain, ‘Dale,
Southmont, and townshlips of Lower Yoder, Upper Yoder, and Stony creek, and vicinity in Cambria County, and not
elsewhere, the following rule has been adopted and is applicable in place of Rule 4 above: The meter and all pipes,
fittings, and stop cocks furnished by the Company on the premises shall remain the property of the Company which shall
have the free right and privilege of ingress and egress at all reasonable times, to lay, maintain, inspect, operate, repair,
and finally reclaim its property and for reading and change of meters, . :

20. LEAKS AND WASTE

In the city of Altoona, Blair County, and the city of Johnstown, boroughs of Ferndale, Westmont, Lorain, Dale,
Southmont, and townships of Lower Yoder, Upper Yoder, and Stonycreek, and-vicinity in Cambria County, and not
elsewhers, the following rule has been adoptad and Is applicable In place of Rule 7 above: The ratepayer shall use all
due care to prevent waste of gas. It is the responsibility of the ratepayer to exercise all due care In the detection of
leaks and defects in the service pipes, meter, fittings, and stop cocks on the ratepayer's premises and in case of failure
or deficlency of gas, leakage, excess pressure, or other dangerous developments incident to the handling of gas, the
ratepayer agrees to give Immediate notice thereof to the Company at its office and to take the necessary precaution to
prevent explosion and fire, and the failure 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. ORDER OF GAS DELIVERIES THROUGH THE METER FOR BILLING PURPOSES (%)

Far purposes of billing more than one type of service provided by the Company to aratepayer through one meter, the
following order of application of rates shall be used:;

| a RateGS-T : )
b.  Firm Retail or Standby

c. Rate CER

22, OPERATIONAL FLOW ORDERS

To the extent the Company issues an operational flow order (OFQ) pursuant to Rule 4 of its Supplier Tariff, a
transportation ratepayer shall comply (or direct its NGS to comply) with the same OFO conditions, including the penalty
provisions, outlined In the Company's Supplier Tariff Rule 4. The Company may waive the penalties applicable under
the Company's Supplier Tariff Rule 4, for transportation ratepayers.

ISSUED; September28,2042 EFFECTIVE: Oetober4;2042
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PEOPLES NATURAL GAS COMPANY LLC SUPPLEMENT-NOG.-2PROFORMA TO GAS—PA PUC NO. 45
ORIGINAL PAGE NO. 36

RATE RS

) RESIDENTIAL SERVICE
AVAILABILITY

1 This rate is available to residential ratepayers (other than those that the Company determines shall acquire service under
Rate GS-SB) located throughout the territory described in the "Description of Territory" in this tariff and shall be applled to
consumption for each month determined in accordance with Rule 10.

This rate will be used for proviston of suppiler of last resort service to residential ratepayers.

RATE TABLE
| Customer Charge per meter per month $13.95 &
| Delivery Charge per Mcf $3.65601497 (D)

The currently 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.

MINIMUM MONTHLY BILL

The minimum monthly bill per meter shall be the customer charge per ratepayer per month. In the event of an emergency
curtailment in the delivery of gas by the Company to a ratepayer pursuant to Rule 17, or complete or partial suspension of
operation by the ratepayer due to fire, flood, explosion, or other similar acts of God, the minimum monthly bill may be
reduced in direct proportion to the ratio of the number of days of curtailed service or complete or substantial suspension of
operation to the number of days in the billing period.

SURCHARGES
All applicable riders to this tariff, .

LATE-PAYMENT CHARGE :

A late-payment charge of 1.50 percent per month will be made for failure to make-payment in full, for all charges billed by the
Company, within five days after the due date shown on the bill. This charge is to be calculated on the overdue portion of the
blll, excluding any unpald late-payment charges. ~

RULES AND REGULATIONS.
The Company's Rules and Regulations in effect from time to time, where not inconsistent with any speclfic provision hereof,
are a part of this rate schedule. .

WAIVER : .
The Company reserves the right to walve the customer charge per meter for additional meters. An example of when such
waiver may occur Is when the Company determines that such meters have been installed principally and primarily for the
Company's convenience and not due to the ratepayer's load characteristics. ‘

ISSUED: Septembor-28,2042 - EFFECTIVE: Ostober4,-2042
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PEOPLES NATURAL GAS COMPANY LLC SUPPLEMENT-NO-2PROFORMA TO GAS—PA PUC NO. 45
: ORIGINAL PAGE NO. 40

RATE SGS (C)
SMALL GENERAL SERVICE

AVAILABILITY

This réte is avallable to commercial, industrlal, and NGDC ratepéyers consuming 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 throughout the territory described In the "Description of Territory" In this tariff and shall be applied to
consumption for each month determined in accordance with Rule 10, : :

This rate wili be used for provision of suppller of last resort service to all commerclal, industrial and NGDC ratepayers.

RATE TABLE
Customer Charge per metér per month:

For Commercial ratepayers with annual consumption less than
| 500 Mcf . , , $14.88 #

For Industrial ratepayers with annual consumption less than

| 500 Mof $20.00 {5}
For ratepayers with annual consumption equal to or
|  greater than 500 Mcf but less than 1,000 Mcf $27.00 GormmitHnd{B)
|  Delivery Charge per Mcf~ Commercial Ratepayers $2.60741939 (D)
| Delivery Charge per Mcf - Industrial Ratepayers $2.26551,7623 (iD)

| The currently effective gas cost charges. under Rider B and all charges under other applicable tariff riders are (<}
set forth on the Summary of Rates on page No. 3 of this tariff. :

‘| MARKET BASED COMMODITY CHARGE ADJUSTMENT (CCA)

This adjustment will be applicable to Non-Priority One ratepayers that previously had been receiving transportation service
from the Company for at least twelve consecutive months and transfers to service under this rate schedule. Once applied,
_the CCA wilil be applicable for twelve consecutive months of service under this 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
currently effective commodity charge under this rate schedule. The CCA shall never be less than zero. The Company’s clty
| gate price shall be based on the first of the month Dominion Transmission Inc. Appalachia Index price as published In Inside
FERC'’s Gas Market Report plus applicable Dominion Transmission, Inc. transportation charges and retainage.

ISSUEBD: September28-2042 EFFECTIVE: Oetober4,2042
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PEOPLES NATURAL GAS COMPANY LLC SUPPLEMENT-NO--2PROFORMA TO GAS—PA PUC NO. 45
ORIGINAL PAGE NO. 42

RATE MGS (C)

MEDIUM GENERAL SERVICE
AVAILABILITY

This rate is available to commercial, industrial, and NGDC ratepayers consuming between 1,000 and 24,999 Mcf {G)

annually (other 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 throughout the territory described in the "Description of Territory" in this tariff, and shall
be applied to consumption for each month determined in accordance with Rule 10.

The Company shall determine the annual consumption of each MGS ratepayer in order to assess the appropriate {G)
customer charge. This rate wilt be used for provision of supplier of last resort service to commercial, Industrial, and NGDC
ratepayers. ’

RATE TABLE

Customer Charges:

For commercial 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

| month ‘ $50.00 4

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 Is
| month $77.00 #

For industrial ratepayers with annual consumption equal to or
greater than 1,000 Mcf but less than 2,500 Mcf, the charge, per
| ratepayer per month is $50.00 B

For industrial ratepayers with annual consumption equal to or
greater than 2,500 Mcf but less than 25,000 Mcf, the charge per

| per ratepayer per month $77.00 t
| Delivery Charge per Mcf — Commercial Ratepayers $2.62401904 (D)
, | Delivery Charge per Mcf — Industrial Ratepayers $1.85495243 (1D)

| The currently effective gas-cost charges under Rider B and all charges under other applicable tariff riders are {G)
set forth on the Summary of Rates located on Page No. 3 of this tariff. -

MARKET BASED COMMODITY CHARGE ADJUSTMENT (CCA)
This adjustment will be applicable to Non-Priority One ratepayers that previously had been receiving transportation service
from the Company for at least twelve consecutive months and transfers to service under this rate schedule. Once applied,
the CCA will be applicable for twelve consecutive months of service under this 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
currently effective commodity charge under this rate schedule. The CCA shall never be less than zero. The Company's city
gate price shall.be based on the first of the month Dominion Transmission Inc. Appalachia Index price as published in /nside
FERC's Gas Market Report plus applicable Dominion Transmisslon, Inc. transportation charges and retalnage,

ISSUED: September-28,2042 EFFECTIVE: Ostober4;-2042
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PEOPLES NATURAL GAS COMPANY LLC SURPLEMENT-NO2PROFORMA TO GAS—PA PUC NO. 45
ORIGINAL PAGE NO. 44

RATE LGS
LARGE GENERAL SERVICE (©)

AVAILABILITY

This rate is available to commerclal, industrlal, and NGDC ratepayers consuming greater than 25,000 Mcf annually (other
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 throughout the territory described In the “Description of Territory” In this tariff, and shall be applied to

consumption for each month determined in accordance with Rule 10.

The Company shall determine the annual consumption of each LGS ratepayer In order to assess the appropriate customer
charge. This rate wlll be used for provislon of supplier of last resort service to commercial, industrial, and NGDC _ratepayers.

RATE TABLE

Commercial Ratepayers: omer Charge per meter per

month;

For ratepayeré with annual consumption equal to or

greater than 25,000 Mcf but less than 50,000 Mcf $443.00

For ratepayers with annual consumption equal to or '
greafer than 50,000 Mef but less than 100,000 Mcf $545.00 #

For ratepayers with annual consumption equal to or greater ‘
. thanﬁoo,ooo Mef but less than 200,000 Mcf $793.00 &

For ratepayers with annual consumption equal to or

greafer than 200,000 Mcf $1,215.00 #®

Delilery Charge per Mcf $2.46003913 (D)
Industrial Ratepayers: Customer Charge per ratepayer per

month

For ratepayers with annual consumption equal to or greater

than 25,000 Mcf but less than 50,000 Mcf $443.00

For ratepayers with annual consumption equal to or greater

than 50,000 Mcf but less than 100,000 Mcf $545.00

For ratepayers with annual consumption equal to or greater .

than 100,000 Mcf by less than 200,000 Mcf $1,144.00

For ratepayers with annual consumption equal to or greéter

than 200,000 Mcf $2,009.00

DeliMery Charge per Mcf : $1.85497553 (D)

The currently effective gas cost charges under Rider B and all charges under other applicable tarlff riders are set forthon
the Summary of Rates located on Page No. 3 of this tariff. '

MARKET BASED COMMODITY CHARGE ADJUSTMENT (CCA)

This adjustment will be applicable to Non-Priority One ratepayers that previously had been receiving transportation service
from the Company for at least twelve consecutive months and transfers to service under this rats schedule. Once applied,
the CCA will be applicable for twelve consecutive months of service under this 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
currently effective commodity charge under this rate schedule. The CCA shall never be less than zero. The Company's city
gate price shall be based on the first of the month Dominlon Transmission inc. Appalachia Index price as published in inside
FERC's Gas Market Report plus applicable Domlinion Transmission, Inc. fransportation charges and retainage.

ISSUED: September28,2042 . _ EFFECTIVE: October-14,2042
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PEOPLES NATURAL GAS COMPANY LLC SUPPLEMENT-NO-2PROFORMA TO GAS—PA PUC NO. 45
: ORIGINAL PAGE NO. 46

: RATE GS-T
GENERAL SERVICE - TRANSPORTATION

‘AVAILABILITY

This service is avallable to provide for the delivery of transportation volumes to residentlal, commercial, (other than those that
use nel:tural gas as a motor vehicle fuel), industrial, and natural gas distribution company ratepayers regulated by the (G}
Commission. Priority-one customers (as defined in Rule 17), must purchase standby service in accordance with the terms
and conditions of 3S-SB.

RULES AND DELIVERY TERMS

(1) The entity to whom the Company dellvers the transported gas shall be considered the ratepayer under this rate
schedule. The ratepayer is responsible for paying the Company's bill unless the Company agrees to receive
payment from a third party.

(2)  Any ratepayer consuming less than 500 Mcf per year wr;o wishes to acquire transportation service may do so as
long as the ratepayer agreesto collectively pool supplies for balancing purposes on the Company's System, in order
to make provision of transportation service to these small consumers administratively feasible.

(3) A single-entity ratepayer is a ratepayer with multiple meters and/or multiple locations within the Company's service
territory which, in the sole determination of the Company, shall be recognized as one ratepayer for administrative
purposes. Any retail or standby service shall be billed as if an equal amount of gas passed through each meter of
the single-entlty ratepayer each month. Only one bill will be issued each month to a single-entity ratepayer.

(4) The ratepayer will pay for any investment costs required to recelve the ratepayer's gas into the Company's system at
agreed-upon fransportation gas receipt points. The Company will own and maintain each natural gas connection's
tapping tee or pipe and valve. '

(5) A Transportation Agreement, as prepared by the Company, must be executed by the ratepayer(s) with competitive
alternatives to whom Rate GS-T is made available at less than maximum rate. This Agreement shall be for a
minimuin 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 service.

i

(6) This service will be provided by the Company only if the ratepayer provides gas of reasonable quality to the
Company. The volumes, pressures, and receipt points will be agreed upon by the parties In advance and set forth in
the Transportation Agreement or In the Company's pooling agreement with the NGS providing gas supply service to
the ratepayer.

(7)  Unless otherwise agreed, the ratepayer is responsible for all arrangements required to acquire and to deliver the
ratepayer's'gas to the recelpt points set forth in the Transportation Agreement.

(8) On those days when the transportation gas of an individual industrial ratepayer who uses at least 50,000 Mcf"(C)
annually Is not recelved into the Company's system at its nominated level, or if the said transportation ratepayer has
failed to arrange for deliverles to be made Into the Company's system on its behalf, and the Company determines
that it may not be able to satisfy all the demands of its firm retail and transportation ratepayers without exceeding lts | .
pipeline contract level, then the Company may declare an “upset day.” .

On an upset day, those ratepayers described in this subparagraph No. 8, whose transportation volumes are not
recelved at all or at the nominated 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) Banked volumes from the ratepayer's most recent billing statement divided by the number of days in
the month; . .
3) 3.5 percent of the gas volumes recelved by the Company, on the ratepayer's behalf that day,-
representing advanced gas; and (o]
ISSUED: September28,:-2042 EFFECTIVE: Ostober4,-2042
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PEOPLES NATURAL GAS COMPANY LLC SURPLEMENT-NO--3PROFORMA TO GAS—PA PUC NO. 45
FIRST REVISED PAGE NO. 47

CANCELLING ORIGINAL PAGE NO. 47

RATE GS-T .
GENERAL SERVICE - TRANSPORTATION
RULES AND DELIVERY TERMS (Continued) | (C)

4)——Storage-volumes-from-the ratepayer's-most-recent-billing-staternent-divided-by-the-pumber-of(C)
days-in-the-monthifrequested-by-the ratepayer-and '
64) Al standby.volumes confracted for the month by the ratepayer. (C)

Transportation ratepayers whose nominated daily volume are received in whole by the Company shall not be
affected by the provisions in this subparagraph No. 8.

At least six hours prior to the beginning of an "upset day,” the utllity will provide notice to any one of three persons
designated by the ratepayer. After contact is attempted by the Company with the three persons designated by the
ratepayer, the Company will be deemed to have satisfied its notice obligations. .

(9)  Unless otherwise agreed under paragraph (17) below, the Company will arrange Its utllization of available capacity
by endeavoring to fairly accommodate, to the extent practicable, the interests of Its retall and transportation
ratepayers.

a, Available System Capacity for Transportation Service; Capacity for the transportation of ratepayer-
owned gas is available on the Company's system to the same extent as capacity is available for the
general system supplles that the Company acquires for its retail ratepayers, except where
operational constraints may. require otherwise. Those operational constraints can include the safety
of persons or property and the displacement of locally produced or purchased retail gas supplies

and-conditi i s (C)

b. Actual Unavallabllity of or Restrictions on Capacity: In the event that capacity on the Company's
system either Is unavailable for the transportation of ratepayer-owned gas or is available but
restricted, the Company will provide its transportation ratspayer or the ratepayer's designated
representative with a written explanation of why capacity Is unavailable or restricted and the steps
examined by the Company to alleviate the unavailability or restriction. Where capacity is restricted,
the Company will allocate capacity to its transportation ratepayers without regard to the sources of
the ratepayers' natural gas supplies.

¢. Anticipated Unavailability of or Restrictions on Capacity: Whenever the Company anticipates that an
extraordinary activity or occurrence will make capacity either unavailable or available but restricted,
the Company will provide written notice to Pennsylvania producers, as early as possible, of the
specific portions of the Company's system on which capacity may be unavallable or avallable but
restricted and of the length of time that the.unavailability or restriction likely will last.

(10)  As soon as practical after the ratepayer learns of any disruption or interruption in Its supply of gas, the ratepayer shall
. notify the Company.

{11)  The measurements at the point of receipt and dellvery shall be the responsibllity of the Company. Al quantities of
gas recelved, transported, and delivered shall be expressed In terms of "Mcf." If the ratepayer's gas is received by
the Company In Btus, the Company will divide the number of Btus by 1.030, or such other factor as the Company
may determine appropriate, to determine the Mcf of gas received by the Company for transportation.

(12) | The Company shall retain-8:6.5.0 percent of the total volume of gas recelved into its system on behalf of (C)_
residentlal.and commercial ratepayers and-68-8.4.1 percent of the total volume of gas received into Its system (C)
on behalf of the industrial ratepayer as gas used in Company operations and for unaccounted-for gas -under
Transportation Agreements that have been or are entered Into pursuant to this rate, except in the following
circumstances, where the Company may exercise its discretion to walve retainage In conjunction with a positive

. cost/benefit analysis:
ISSUED: September28,2042 ‘ EFFECTIVE: October-1;-2012
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PEOPLES NATURAL GAS COMPANY LLC SUPP—I:EMENT—NO.—%PROFORMA TO GAS—PA PUC NO. 45
' ORIGINAL PAGE NO. 48

RATE GS-T
GENERAL SERVICE - TRANSPORTATION

RULES AND DELIVERY TERMS (Continued)

1) If ratepayer can obtain alternate transportation service via direct bypass; :

2) If ratepayer recelves transportation service through Company-owned facllities which do not produce
the retainage percentage set forth In this rate schedule;

3) If ratepayer has a competitive offer from a non-PUC-jurisdictional entity;

4) If ratepayer can demonstrate economic development or job retention considerations are present; or

5) If ratepayer has a bona fide competitive offer from an alternative energy source,

As used in this rate schedule, "alternative energy source” shall not include natural gas service from other Natural
Gas Distribution Companies.

(13) | Ratepayer-owned locaily produced gas recelived Into the Company's gathering-system by-the-Gempany-will be (C)

available as nominated by the ratepayer or his agent in the current month. Nominations will be accepted if
determined to be reasonable by the Company. Reconciliation of the actual volumes delivered to the Company's(C)
system to nominated volumes will be made in the first month avallable.

(14) Monthly Balancing Provisions

The Company will bank for one month following the month that the ratepayer's gas [s avallable for the ratepayer's use,
up to 3.5 percent 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 following the banking period.
The Company will balance ratepayer’s dally deliveries with ratepayer's actual daily consumption during the month. The
Company will advance up to 3.5 percent of the volumes recelved on the ratepayer's behalf in any month. The first gas
received on the ratepayer's behalf in the succeeding month will be deemed the payback of advanced gas.

Negative Monthly Imbalance - A negative imbalance fee will be assessed on consumption by the ratepayer in excess of
bas deliverles plus gas advanced, storage-withdrawals-delivered to-the Company's-system; and any contracted (C)

for standby service. The negative Imbalance volume will be sold by the Company at a price (which will Include the
applicable customer delivery charge and surcharges) inciuding the highest monthly price of gas purchased by the
Company, excluding the value of gas withdrawn from storage, plus thé firm transportation charges to bring the gas to
the Company’s system, adjusted for shrinkage on Dominion Transmission, Inc. and the Company and multiplied by the
applicable Price Multipiler set forth below. Volumes sold by the Company are subject to appiicable taxes. The
Company may waive these restrictions If its actions cause the ratepayer to exceed the 3.5 percent tolerance level.

'a o
O

Positive Monthly Imbalance - If the ratepayer falls to use at least 96.5 percent of the volumes delivered to the Company-
on ratepayer's account In any month, then the Company may buy the gas which has remalned in the bank longer than
he banking period or in excess of the amount used and banked in the month from the ratepayer, funless-the-__(C).

L ~ 1 ~r = lAtihla o Ars -l a - -~ ~ -y ~ A Aanditiang n H " el Alanto $n ~ro tho o )

The posltive Imbalance volume will be purchased by the Company at a price using the lowest monthly price of gas
purchased by the Company, exciuding the value of gas withdrawn from storage, plus the firm transportation charges to |
bring the gas to the Company's system, adjusted for shrinkage on Dominion Transmission, Inc. and multiplied by the

applicable Price Multiplier set forth below.

Negative Imbalance  Positive Imbalance

Monthly Imbalance Percentage Price Multiplier Price Multiplier
Over 3.5% up to and including 10% 1.1 0.9
Over 10% 1.2 " 08

ISSUED: September28;2042 EFFECTIVE: Ostober1,2042
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PEOPLES NATURAL GAS COMPANY LLC SUPPLEMENT NO-3PROFORMA TO GAS—PA PUC NO. 45

RULES AND DELIVERY TERMS (Continued)
| A banking, balancing, and advancing (BB&A) charge will be assessed against each Mcf of gas transportatedion (C)

(18)

(16)

(17)

(18)

ISSUED: September-28;2042 ' EFFECTIVE: S¢tober-1-2042

FIRST REVISED PAGE NO. 49
CANCELLED ORIGINAL PAGE NO. 49

RATE GS-T
GENERAL SERVICE - TRANSPORTATION

at $0.1614 per Mcf for commercial ratepayers and $0.0347 per Mcf for Industrial ratepayers. This rate will be
recalculated in each of the Company's annual 1307(f) gas cost proceedings.

The BB&A charge will not be assessed if (1) the ratepayer Is already paying the standby charge under Rate
Schedule GS-SB on the same volumes or (2) If the ratepayer or pool can balance its supply and deliverles on a
dally basis in a manner satisfactory to the Company.

Backup service Is availablé to ratepayers under this rate schedule only under Rate GS-SB, unless the ratepayer
qualifies for service under Rate CER or unless otherwise agreed under paragraph (17) below.

The Company reserves the right, as a condition of service under this rate schedule, to require any ratepayer
requesting service under this rate schedule to install and bear the costs of enhanced metering capability. The
Company also reserves the right to require installation of such metering capability, at the ratepayer's expense, as a
condition of continuation of service under this rate schedule.

When the ratepayer purchasing service under this rate is using natural gas for generating power or steam for use by
third parties, ratepayer and the Company shall enter Into a separate (operating) agreement by which the ratepayer
and the Company will agree to, among other things, set limits on hourly or daily consumption; require provision of
notice of ratepayer's specific plans concerning intent to consume natural gas, the volume that will be used, the time
period of which such consumption will occur, and when usage will end; establish criteria for Interruption of all or part
of ratepayer's planned consumption, whether through transportation or retail service; establish penalties for failure of
ratepayer to adhere to agreed-upon usage levels or to interrupt consumption as agreed upon by the parties; and
agree upon the availabllity of retail service. In negotiating the rate for provision of transportation service under Rate
GS-T with a ratepayer using natural gas to generate power or steam, the parties may agree to establish fixed levels
of minimum dally, monthly, or annual consumption for which ratepayer shall pay the negotiated rate regardless of
actual consumption.

The Company will from time to time make pipeline capacity available for release to transportation ratepayers. Each
release transaction will be made in accordance with and subject to applicable pipeline tariff requirements and
necessary regulatory requirements.
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RATE GS-T
GENERAL SERVICE - TRANSPORTATION
(Continued)
$1,215.00  Customer Charge per month per meter for Commerclal or NGDC ratepayers with annual ')

consumption greater than 200,000 Mcf annually.

$2,009.00  Customer Charge per month per ratepayer for Industrial ratepayers with annual consumption equal to
or greater than 200,000 Mcf.

Delivery Charge. Per Mcf - the delivery charge will be negotiated by the Company and the ratepayer and expressed in the
Transportation Agreement, :

The following is the maximum charge per Mcf for transportation service:

For Rpslidential Service Ratepayers . $3.86603,1497 (DY
For Sall General Service Commercial and NGDC Ratepayers $2:69742.1939 (Dh
For Spnall General Service Industrlal Ratepayers $2.26651,7623 (©h
For Medium General Service Commercial and NGDC Ratepayers $2.52402,1904 (D)

For Medium General Service Industrial Ratepayers $4:86491,5243 . (DY
For Large General Service Commercial and NGDC Ratepayers with

annugl consumption equal to or greater than 25,000 Mcf. $2:49002.3913 ©)

For Large General Service Industrial Ratepayers with annual

consmption equal or greater to 25,000 Mc. $4-85491,7553 L (Dh

The delivery charge will be assessed on all volumes at the time of delivery to the ratepayer, including current

I transportation, banked, advanced, and storage volumes withdrawn_and delivered to the Company. A(C)
transportation standby charge will be applicable to all volumes transported under Rate Schedule GS-T for Priority
One ratepayers (refer to Rate
Schedule GS-SB). '

| The currently effective gas cost charges under Rider B and all charges under other applicable tariff riders are +G)
set forth on the Summary of Rates located on Page No. 3 of this tariff.

LATE-PAYMENT CHARGE

A late-payment charge of 1.50 percent per month for residential ratepayers will be made for failure to make payment in full
for all charges billed by the Company within five days after the due date shown on the bill. A late-payment charge of 2,00
percdnt per industrial ratepayers and 1.50 percent per month for commercial and NGDC ratepayers shallbe applied {G)
for failure to make payment in full for all charges billed by the Company by the due date shown on the bill. This charge Is to
be calculated on the overdue portion of the bill, excluding any unpaid late-payment charges. The overdue portion of the bill
may include NGS supply charges purchased by the Company under the purchase of receivables provisions set forth In Rate
8BS of the Company's Supplief Tariff.

ISSUED: September28,2042 ' EFFECTIVE: October4,2012
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RATE GS-T
GENERAL SERVICE - TRANSPORTATION
SURCHARGES _ 1

All applicable riders to this tariff,
CURTAILMENT

Service under this rate may be curtalled when gas supply shortages force the Company to invoke emergency curtailment
provisions pursuant to Tariff Rule No. 17 because gas supply to Priority-One ratepayers is threatened, Under this
clrcumstance, the transportation ratepayer must agree to sell its gas supply to the Company at either the ratepayer's city
gate price or at the Company's average gas cost contained in the prevalling 1307(f) rate applicable to that class of
ratepayer, whichever is greater, to be used to supply the needs of Priority-One ratepayers.

LIABILI

1, The Company shall not be liable for disruption of service under this rate or loss of gas of the ratepayer as a
. result of any steps taken to comply with any law, regulation, or order of any governmental agency with
jurlsdiction to regulate, allocate, or control gas supplies or the rendition of service hereunder, and regardless
of any defect in such law, regulation, or order.

2. Gas shall be and remain the property of the ratepayer while transported and delivered by the Company. The
ratepayer shall be responsible for malntaining all Insurance it deems necessary to protect its property interest
in such gas before, during, and after receipt by the Company.

3. The Company shall not be llable for any loss to the ratepayer arising from or out of service under this rate,
Including loss of gas in the possession of the Company or any other cause, except upon gross negligence or
willful misconduct of the Company's own employees or agents. The Company reserves the right to
commingle gas of the ratepayer with that of other NGS. :

4, The Company will not be liable for disruption along upstream gipelines, or disruption caused by the
Company's inability to physically receive the gas.

5, If service fumished pursuant to this rate is disrupted, the Company will notify the ratepayer as soon as it is
reasonably practicable. If delivery of volumes is disrupted for any of the above reasons, the Company shall
not be liable for dellvering said volumes at a later date.

- ARRANGEMENT OF INTERSTATE TRANSPORTATION

At the request of a ratepayer, other than an NGDC, the Company will act as its agent for arranging transportation of
ratepayer-owned gas by an interstate pipeline(s). The Company will bill the ratepayer the applicable pipeline tariff rate(s) for
| any interstate transportation billed to the Company in its role as ratepayer's agent for arranging interstate transportation.

ACCESS TO STORAGE SERVICE _ (¢}

The Company shall provide Non-Priority One ratepayers and suppliers with access to storage capacity held by the Company .
on the Allegheny Valley Connector (*AVC") system, an interstate pipeline system subject to the regulation of the FERC that
was previously provided under Rate ST and ST-SW, Non Priority One ratepayers and sup pliers shall have the annual option
to accept all or a portion of such access to storage cagacig offered by the Company. Unless Company and ratepayer agree
otherdise, Company shall not release more than 1/12" of the ratepayer's annual usage, The Company shall assign and
releask such capacity to Non-Priority One ratepayers or suppliers at an equivalent storage rate of $0.83/Mcf-. Company's
release of such capacity shall, in all respects, be in accordance with the FERC Gas Tariff governing service AVC
systerh and the applicable rules and regulations of FERC regarding the release of capacity. Including FERC's posting and
biddinh requirements. The Non-Priority One ratepayer or supplier is responsible for paying the pipeline for the capacity
assigned under these provislons, which ents shall include all applicable surcharges for service on the AVC system.

‘The Company shall not reimburse the Non-Priority One ratepayer or supplier for these pipeline capacity charges.

ISSUBD: September-28,2042 EFFECTIVE: Obtober4,2042
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ISSUED: September28,2042 EFFECTIVE: Cetober4,-2042
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| THIS PAGE INTENTIONALLY LEFT BLANK

| 1ISSUBD: September 28,2042 EFFECTIVE: October4,2042
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ISSUED: September-28,-2042 ' . EFFECTIVE: October+4;-20142
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PEOPLES NATURAL GAS COMPANY LLC SURPLEMENT-NO-7PROFORMA TO GAS—PA PUC NO. 45
SECOND REVISED PAGE NO. 62

CANCELLING FIRST REVISED PAGE NO. 62
RIDER B .

‘RECOVERY_OF PURCHASED GAS COSTS (1307(f) RATES)
COMPUTATION OF PURCHASED GAS COSTS

The p{irchased gas cost rates for Resldential; Commerclal-, and Industrial Service ratepayers shall be computed to the
nearest ohe-hundredth cent (0.01¢) in accordance with the formula set forth below:

DemandCapacity = DC- BB&A - DQU

S+8BP1AC+SBC
| Commodity=  CC-R
S+SBR
Over/Under Collectlon = E
S+SBR+MR

AVC Capacity =  AVC - AVCOU
S+P1AC+NP1

(For d[aﬁnitions of "AVC", "DC", "CC", "E", "S", "SBC", "NP1", "$BP1AC", "R", "BB&A", and "DOU" refer to Section-H-tnder
belowlthis rider).

The pyirchased gas cost rates are as follows:
Sales Rates {per NMcf)
Capacity | Gas Cost Adjustment | Natural Gas, AVC
. _ Charge— [ Charge - (Over)/ Supply Charge | Capacity

Rate Schedule Demand 1/ Under Collection - | - Commodity | Charged/ |

| Rate RS $0.4932 {$0.3049) $4.4330 $0.5063

Rate SGS Commercial | $0.4792 ($0.3049) $4.4330 $0,5032
Rate SGS Industrial $0.4932 ($0,3049) $4.4330 $0.5032 |
Rate MGS $0.4932 ($0.3049) $4.4330° $0.3306
Rate LGS $0.4932 . ($0,3049) $4.4330 ,$0.0996
Transportation: P-1 Rates (pet Mcf) L

~ Capacity Charge | AVC Capacity Charge

Rate Schedule 1/
GS-T Residential " $0.4932 - $0.5063
GS-T Commercial SGS $0.4792 $0.6032
GS-T Commercial MGS | $0.4932 $0.3306
GS-T Commercial LGS $0.4932 $0.0996
Transportation: NP-1 Rates (per Mcf) —RS-SGS {industriah-MGSLOS NGINV-—
Rate Schedule AVC Capacity Charge 1/ ,
GS-TC erclal ; $0.6032

| GS-T Industrial -~ $0.6032 —Capaeity-Charge—Demand————$0-4632 per-Met-
GS-T Commercial MGS $0,3308 h— .
GS-T Industrial MGS $0.3306 : —Gas-CostAdjustrment-Charge—(OveniUnderCollection
GS-T Commercial LGS $0.0996 : —+$0-3048)-per-Mef—(h—

| GS-T Industrial LGS $0.0996 —NGWG%&*PW A
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+—Natural Gas-Supply-Charge—Gommedity $4:4336-per-Mef——(1)-
TETIIOURY e £ae A A AN o4
. i ior . $0.4792 per-Mef—(1}—
WTTT Vs '-’
' (continued)
4_’_'LBB 0 RAanl-ine ancing rvico NDiffaran

1/ The AVC capacity charge will be subject to adjustment through the ongoing 1307(f) mechanism as a result of a
mod_einlzation and compliance tracker for system improvements on the AVC system.

ISSUED: December31,-2012 EFFECTIVE: January-+-2043
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RIDER B
RECOVERY OF PURCHASED GAS COSTS (1307(f) RATES)

DEFINITIONS

"AVC” The projected capacity costs associated with the Allegheny Valley Connector Interstate Pipeline (C)
System, .

“AVC(LU" Experienced net gyerg'ollegﬂon or undercollection of the AVC Capacity costs, ; (C)

"DC": The projected demand or capacity cost of purchased gas_(excluding AVC Capaclty Charges). ____ (C)

"CC", The projected commodity cost of purchased gas.

‘Dou Experienced net overcollection or undercollection of the demand or capaclty cost (excluding the AVC _ (C

Capacity-Charges) and-of purchased gas, mcludmg any interstate plpeline refunds of demand costs. Any

changes In demand costs will be reflected in this calculation.

"E" Experienced net overcollection or undercollection of the commodity cost of purchased gas‘.
"s" Projected retail sales in Mcf during the application period.
IINP1 »

supplier.
"SBP1AC" Projected standby-volumes in Mcf for P-1 transportation ratepayers who are assigned capacity._____ (C)

“SBC": Projected contracted standby volumes in Mcf by NP-1 transportation ratepayers.

"SBR" - Projected retail commodity standby volumes in Mcf.

"R% Shared (savings) or costs for demand charge recovery from the capacity-release program.
"BB&A" Banking, balancing, and advancing recovery.

"MR"; Projected transportation volumes, In Mcf, subject to Rider D.

“Projected" refers to the twelve-month period b'eginning with October 1 of the year that the calculation is made.

ADJUF'I"MENT TO BASE RATES -

Whenever a change occurs in the calculation rates for collection of purchased gas costs, a corresponding change will occur
in the base rates of applicable rate schedules.

FILING WITH THE COMMISSION -

The Company shall meet all the filing requirements set forth in the regU|ations Implementing Section 1307(f) of the Public
Utility Code.

(continued)

ISSUED: : Soptember28,2012 - EFFECTIVE: : Ostober1,-2042
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RIDER B

RECOVERY OF PURCHASED GAS COSTS (1307(f) RATES) (cont.)

- REPORTING REQUIREMENTS

The Company shall file quarterly reports within thirty (30) days following the conclusion of each computation year quarter. '

AVG CAPACITY CHARGE (C)

APPLICABILITY

The AVC Capacity Charge Is applicable to all ratepayers with the exoeptlons defined below under Discounted Rate
Customers and relates to the recovery of clty costs [ncurred by t any for firm transportati nd storage
service provided by on the Allegheny Valley Connector ("AVC") System. The AVC system represents certain
transmisslon and storage assets formerly owned and operated by the Company that are necessary to provide
services by the Company to Its customers. Upoh Commission approval and implementation of the AVC capacity

¢harge. all ratepayers shall recelve an Initial and one-time _reduction to rates related to the slimination_of costs for the
transmisslon and storage assets formerly owned and operated by the Company. .

The AVC Capadlty Charge shall recover fixed demand charges and applicable surcharges assessed to the Company
under the FERC Gas Tariff for firm transportation and storage services on the AVC System. The AVC Capaclty .

Charge shall be adjusted to reflect ongoing ¢han harges assessed to the C . The AVC Capaci

Charge shall not recover fixed demand charges related to storage capacity on the AVC Sysgem that is released o

and paid for by Non-Priority One ratepayers or suppliers. Applicable volunetric and fuel charges for service on the
AVC system shall not be recovered through the AVC .char nd such charges shall be paid for by the shi

utilizing the AVC capacity,
RATES

Refer to page 62 for the currently effective AVC Capacity Charge rates,

These rates will be recalculafe 0 .uart rlv basis in conlunction with the other Rider B costs and reported on as

applicable In the guarterly and annual fillngs as required in the regulations implementing Section 1307(f) of the Public

Utility Code. The rates shall be calculated by customer class based on the results of the allocation factors set forth
below and applicable billing determinants for each class.

ALLOCATION OF AVC CAPACITY COSTS

The fixed demand and applicable surcharges assessed to the Q mpany for services on the AVC system shall be
e_ﬂlocated to customer classes based on the allocation factors below.

» The AVC Capacity Charge allocation factors are as follows:

Rate Class Allocation
Residential 66.25%
. | SGS 11.94%
MGS 12.99%
LGS 8.82%
ISSUED: : EFFECTIVE:
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AVC CAPACITY CHARGE (cont.)
he Company will revlew the appropriateness of the AVC Capaci arge allocation factors on an annual basis and

such factors will be subject to review in the Company's 1307(f) gas cost proceeding.

ANNUAL RECONCILIATION

The AVC Capacity Charge costs will be subject to over/undercollection tracking and reconciled annually,

| DISCOUNTED RATE CUSTOMERS

Upon Commission approval and implementation of the AVC capacity charge, all ratepayers recelving g negotiated

discount delivery charge under Rate GS-T, shall: 1) receive an Initial and one-time delivery charge reduction egual to
the reductlon applicable to ali customers within jts rate class: and 2) be assessed an initial AVC capacity charge

- equal to the AVC charges set forth immediately below, To the extent that a customer is receiving a discounted

delivery rate that Is less than the initial AVC charge set forth below, such customer shall receive a delivery charge
reduction that is equal to its discounted dellverv charge and be assessed an _initial AVC charge that is equal to Its
discounted delivery charge.

Rate Class " | Initial AVC Charge
Resldential $0.5063
SGS $0.5032
MGS $0.3306
GS $0.0996

To the extent permitted under the customer's discounted rate contract, the ggmpany may recover ongoing increases
to the initial AVC charge from such customers

ISSUED: : ,  EFFECTIVE;
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PEOPLES NATURAL GAS COMPANY LLC

RATES AND RULES
GOVERNING THE
FURNISHING OF
SERVICE TO
NATURAL GAS
SUPPLIERS

Joint application for Approval of the Transfer of Membership Interests, Transfer of

Certain Assets, and Certain Associated Gas Supply Agreements Pursuant to Sectlon
1102(a)(3) and 2204(e) of the Public Utility Code

ISSUED: . . EFFECTIVE:
By: Morgan K, O'Brien -
President
375 North Shore Drlve Suite 600
Pittsburgh, PA 15212

NOTICE
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CANCELLING EIGHTH REVISED PAGE NO. 2
LIST OF CHANGES
Page No, Section : Modification
3 Table of Contents Updated to reflect additlon of page 2A.
8 OFOQ Procedures Removed reference to Rate Schedule ST,
12 .| Rule 8. Procedures when a NGS Exlts Modification of existing language to reflect discontinuance of
the System on system storage service.
.19 Rate P-1— Asslgnment of Pennsylvanla | Language added to Identify and Include variable costs of

Produced Supplles purchased PA gas supplies delivered from the Allegheny Valley
. ‘ Connector plpeline system.

Correction to remove ‘capacity’ and replace it with ‘supplies’.
The use of ‘capacity’ was Included In error.

19 { Rate P-1~ Asslgnment of Upstream Modificatlon to reflect the additlon of ‘Equitrans’ (Proposed

; Plpeline Capaclity New Asslgnment) and ‘Texas Eastern (TETCO) (ExIsting
Asslgnment)’

Modification to remove reference to ‘plpelines upstream of

DTI.
20 ; Rate P-1 - Assignment of Capaclty Replace ‘standby’ with ‘capaclty’ In order to reflect common
terminology throughout the Tarlff.
20 Rate P-1— Assignment of On-System tanguage removed to reflect discontinuance of the assignment
Storage Capaclity of on-system storage service. A comparable level of storage will

be provided to P-1 suppliers on the Allegheny Valley Connector
through the Assignment of Upstream Plpeline Capacity section
, of Rate P-1.

20A Rate P-1 - Asslgnment of Other Supplles | Page added'to accommodate new sectlon entitled ‘Assignment
of Other Supplies’.

" Saction added to reflect the avallabliity of other assigned gas
supplies under a proposed gas supply contract with the

Company.
21 Rate P-1 -- Determlnation of Modlflcation of existing language to reflect the avallabllity of
Asslgnment Quantities other asslgned gas supplies under a proposed gas supply
contract with the Company and the discontinuance of on
system storage service.
22 Rate P-1 - NomInation of Assigned Modification to delete existing language to reflect the
Pennsylvania-Produced Suppiles Company's past and continuing practice that locally assigned
production does not requlre a nomination by the recelving NGS.
23 p-1 - Nominatlon of Local gas Volumes | Modification of existing language to reflect the ablllty of locatly

produced gas to be dellvered Into the Company’s system
directly and through the Allegheny Valley Connector pipeline

system,
l 23 P-1 - Nomination of On System Storage | Modiflcation of existing language to reflect the discontinuance
of on system storage service.
24 Page Intentlonally Left Blank
25 Page Intentlonally Left Blank .
26 Rate P-1 - Buyback Provisions Modification of existing language to reflect the discontinuance
of on system storage service.
26 Rate P-1 ~ Nominatlon of Pool-to-Pool Correction of misspelling of the word ‘Consumption’ In
- | Volumes paragraph 1 of thls section.
26 Rate P-1 - Nominatlon of Pool-to-Pool Modification of exlsting language to reflect the discontinuance
Volumes of on system storage service. o .
27 Storage Gas Transfers’ Deletion of language referring to transfer of storage Inventories
to reflect the discontinuance of on system storage service.
31 Rate NP-1—2, Asslgnment of Capaclty | Language added to reflect the rules of Capacity Assignment on
the Allegheny Valley Connector,

ISSUED:-Jaruary-34-2013 ' EFFECTIVE: April-1,2043
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PEOPLES NATURAL GAS COMPANY LLC

LIST OF CHANGES (cont.

Page No. Section Madification

31A Rate NP-1 ~3. Nomlnatlon Procedures Nomination procedures updated to Include reference to gas
supplies that are produced directly Into the Company’s system.

32 Rate NP-1 - 3, Nomination Procedures Modificatlon to reflect the abliity of locally produced gas to be
dellvered Into the Company's system directly and through the
Allegheny Valley Connector pipellne system.

32 Rate NP-1-3. Nominatlon Procedures | Deletion of language related to the nominatlon of on system
storage volumes to reflect the discontinuance of on system
storage service,

33 Rate NP-1 ~ 3. Nomlnatlon Procedures Deletlon of language related to the nomination of on dystem
storage volumes to reflect the discontinuance of on system
storage service,

34 Rate NP-1 - 4, Terms and Conditlons for | Language added to describe the Company’s process for making

Non-Prlority One Pool Access to BB&A BB&A volumes avallable to NGSs.
Volumes .
34A Rate NP-1 -4, Terms and Conditlons for | Replace ‘capacity’ with ‘volumes’,
Non-Priority One Pool Access to BB&A '
Volumes Modlfication to replace reference to ‘gas In Inventory’ with
‘allocated BB&A volumes’,
35 Rate NP-1 -4, Terms and Condltions for | Replace ‘capacity’ with ‘volumes’.
Non-Priorlty One Pool Access to BB&A
Volumes
35A Rate NP-1-- 6, Recanclltation of Lacal - | Language modified to add ‘delivered to the Company’ In
Gas Volumes referenca to actual local gas volumes.
36 Rate LGA —Local Gas Aggregation Language added to refarence gas ‘dellvered Into the Company’s
Service system’ throughout the LGA rate schedule.

ISSUED:

EFFECTIVE:
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PEOPLES NATURAL GAS COMPANY LLC SUPPLEMENT-NO.-5PROFORMA TO GAS—PA PUC NO.
SECOND REVISED PAGE NO, 3
CANCELLING FIRST REVISED PAGE NO. 3*

TABLE OF CONTENTS
List of Changes Made by Tariff............ccceiviiirin e 2,.2A (C)
Table ofContents..............................................: ............................ e 3
DEfINILION Of TEIMIS..0vv v irveresrssieeerevesren e rasse senesssssssesrsnie RS SRR L SR E sbmTE e R TSR RE R e R onbeREsb SRS RO 0S 4-5 .
Rates Available Under This Tariff......cuiin i s 6
RUIES aNd REGUIBLIONS 1vvvviriiiiiireniesreresrirenrnssesnssssiassss shsrsssassssesss s sbinssssssssnansn st s sasses shassmsssnstansnsnvenes 7-18
RAEE P-1u.emsereieristieeinereienevenes e st s sasere s sns s s sssassssssssensssebessabehseasss bessassse e 1ems s s e st sans e s sansbsnnsn s 19-30
RALE NPT o.erceeveeierersereseeessesertansssssnnsestossstsssssonssassbenssassensonssasnesessasassessnensenest et s senesarbersatsarssnssses 31-35a (&)
Rate LOA ..o ettt esvsassssssansessasins s s e 36-37
Rate SBS ......coconivirnnans Metesesber et reR s sEva RS E AR RS SR AR SS FoR PR AP OReSPRYAESHE S IR B SRS S TR SRS R DR 38-40

ISSUED: December-30-2014 EFFECTIVE: February-28,2012

|
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RULES AND REGULATIONS

4. Operational Flow Orders

a. Issuance of OFOs

The Company may Issué, in its sole discretion, an OFO (Operational Flow Order) in any of the
following circumstances: To the extent possible, the Company will provide a 24-hour prior notice of
an OFO In situations where a prior indication of the need to Issue an OFO exists.

i. to allevlate conditiohs that threaten the operational integrity of the Company's system; or

ii, to maintain pressurés necessary for the Company's operations; or

1il. to Insure adequate flowing supplies are delivered to specific rece'i'pt peints on the
Company's system; or

lv.  toalleviate operational problems arising from overdeliveries or underdeliveries by NGSs or
customers transporting supplies for their own consumption (“Direct End User"), In
violation of their agreements or Company tariffs.

b. OFO Procedures

In the event of the issuance of an OFO, NGSs and Direct End Users (or a Supplier that the Direct
End User has arranged with and designated to the Company to recelve notification of the OFO) will
be directed to maintain its supply according to the steps set forth below.

I The NGS or the Direct End User must adjust supply nominations, Including any Pooi-to-
Pool Volumes to equal Aggregate Daily Consumption Volume, with gas delivered at the
points specified by the Company. The Company shall provide such estimates no later
than 10:00 am of the same day.

i Upon the NGS or Direct End User request, the Company will consider, If time permits,
adjustments to the Aggregate Daily Consumption Volume or the Dally Available Volume
to the extent such adjustment, in the Company’s discretion, benefits system operations
during the OFO event and if such adjustment is confirmable the Company.

fii. During an OFO, to the extent the NGS or a Direct End User has gas In storags, the
maximum storage withdrawal shall equal the maximum withdrawal requirements as
defined-in-the-Company's-Retailtariff-under-its-Rate-Schedule-SF or any further__(C)
limitation as the Company In lts discretion finds necessary to impose in accordance with
reasonable and standard industry practice during the OFO event.

ISSUED: Oetober-28;2040 EFFECTIVE: dJune-10,204%
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’ FIRST REVISED PAGE NO. 12
CANCELLING ORIGINAL PAGE NO. 12

RULES AND REGULATIONS
7. Bonding Redquirement

In addition 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 with the NGS prematurely discontinuing service to customers or the NGS default
of payments of Commission imposed financial penalties and restitution to customers. The amount of
the performance bond or other security shall be equal to $2 times 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 portion of the NGS's load used to serve Non-Prlority
One ratepayers whose annual consumption Is 300 Mcf or more, but in such circumstance, the
Company shall not be responsible to provide those ratepayers service as supplier of last resort and the
Company shall have none of the obligations arising under Section 2207(a) and (k) of the Public Utility
Code. The Company may walve the bonding requirement related to delivery fallure for the NGS that
demonstrates to the Company’s satlsfaction that it will assign the gas supply contract to the Company
in the event of a default. With regard to the latter, the Company, in its sole discretion, which shall not
be unreasonably exercised, may waive the bonding requirement related to delivery failure if the NGS
assigns Its gas supply contracts acquired.for purposes of serving Its customers on the Company’s
system (and if applicable, any related financial risk management contracts) to the Company inthe
event the NGS prematurely discontinues service to Its customers. Such walver shall be su bject to the
following conditions: :

a. The NGS's supplier agrees to assign applicable gas supply to the Company.

b. The Company is satisfied with the relevant contract assignment language and applicable
reasonable terms and conditions,

c. The Company is satisfled with the NGS’s supplier's credentials or the security of supply;

d. . The NGS agrees to reimburse the Company for any losses the Company suffers as a

result of agreelng to the assignment of contracts, Including, but not limited to, losses from
a differential in the assigned gas prices and the NGS's contracted price with its A
customers and losses resulting from the NGS’s supplier refusing to assign the relevant

gas supply ,
8. Procedures when a NGS Exits the System

Prior to exiting the Company's system the NGS shall provide the Company with two months prior
notice. Upon the NGS's exit from the Company's system, the Company will serve the NGS's former
customers at the Company’s supplier of last resort rates, or at the agreed-to NGS price for the
remalnder of the bllling cycle if the NGS discontinues service prior to the beginning of the next hilling
cycle. Any differences between the cost Incurred by the Company and the NGS's price shall be
recovered from the NGS. Any capaclty or supplies previously assigned to the NGS will revert fo the
Company, Including gas held in storage. Ifthe NGS had used capacity not assigned by the (C)
Company to bring gas on to the Company’s system, then the NGS agrees to offer to assign sald
capacity, including gas held in storage, to the Company, which the Company may, at Its sole
discretion, accept or reject.

. Balancing for NP-1 and P~1 pools of both Interstate afid local supplies for the exiting NGS's final month
of service shall be performed in accordance with the "Monthly Balancing” provislons under Rate NP-1,
No Imbalance price multlpllers will be applled. Remaining-on-system-storage-balances-for-exiting-{C)
NGSshotus fiset-finaHmbalances-shall-be-subject-to-the =.-=-

ISSUED: June28,2044 ' EFFECTIVE: June28,2041 |
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RATE P-1
PRIORITY ONE POOLING SERVICE

AVAILABILITY

Service under this rate schedule is available to any Priority One Pool Operator who has entered into a
Priority One Pooling Agreement with the Company and demonstrates to the Company's satlsfaction that it
has met the Company’s creditworthiness standards and bonding requirements. Ratepayers must assign
thelr rights provided under the applicable transportation rate schedules to sald Pool Operators.

RULES AND CONDITIONS ,
1. Assiganment of Capagcity _(C)

Pool Operators who take service under this rate schedule must take asslgnment of a pro-rata or other
agreed upon share of the pipeline and storage capacity and Pennsylvania produced gas supplies
("assigned capacity") that would otherwise be utilized by the Company to mest the ratepayer's
commodity service requirements. Assigned capacity shall be subject to recall to the extent that the
Pool Operator is unable to deliver necessary gas supplies, In which case the Company will provide for
the delivery of necessary gas supplles pursuant to the terms of the standby rate schedule. More
specific terms with respect to capacity assignment requirements are set forth in the following sectlons.
However, such additional terms with respect to capacity assignment requirements shall be subject to
review in the Company's annual Section 1307(f) proceeding.

Assignment of Pennsylvanla —Produced Supplles { C)

Pennsylvania gas produced from wells under gas purchase contracts for sale to the Company and for
ultimate delivery into the Company's system shall be assigned or sold to the NGS as agent for__ {C)

__the ratepayer of the NGS's Priority-One Pool. The assignment shall be structured at a monthly
weighted average purchase cost of the assigned Pennsylvanla-produced supplies. Such (C)
purchased gas cost shall include any volumetric delivery and fuel charges incurred by the (C)
Company for local production volumes delivered to the Company via interstate pipelines. The__(C)

__term of the assignment shall be from the first month in which the NGS renders commodity service to
the customer until the NGS's supply agreement with customer expires, or as otherwise provided
herein.

Assigned Pennsylvania-produced supplies shall be recallable by the Company only under the following
circumstances:

(1) the ratepayer on whose behalf the capacitysupplies have-has been assigned is no longer (C)
served by the NGS or

(2) the NGS has failed to comply with terms and conditions set forth herein. -
Assignment of Upstream Pipeline Capacity _(C)

This section applles to the Company's upstream pipeline capacity on Dominion Transmission, Inc.

("DTI"), pipelines-upstream-of- DT} Texas Eastern (TETCO), Equitrans, and any other pipelines on (C)
___which the Company may contract for capacity from time to time, excluding Equitransthe—and-__(C)
__National Fuel Gas Supply Corporation.

Consistent with FERC rules and regulations for capacity releases under state retail choice programs,
ubpstream pipeline firm transportation capacity held by the Company shall be assigned to the NGS as
agent for the customers of the NGS's Priority-One Pool. The assignment shall be structured as a
releaes of capaclty at the full maximum rates pald by the Company. The term of the retease shall be
on a seasonal basis, commencing with the first month In which the NGS rendered commodity service

ISSUED: Oetober-28,-2010 EFFECTIVE: June-10-2041
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RATE P-1
PRIORITY ONE POOLING SERVICE

1._Assignment of Capacity (continued) . ()

to the customer to the earlier of the end of the seasonal period (Winter releases shall terminate March
31 and summer releases shall terminate October 31.) or the termination date of the contrac(s)
between the Company and the upstream pipeline or the last month in which the NGS renders
commodity service to the customer on whose behalf the capacity had been assigned; provided
however, the Company may In Its discretion release such capacity on a monthly basis. The NGS must
comply with all upstream plpeline requirements to become an eligible shipper on the upstream pipeline
system. The NGS is responsible for paying the upstream pipeline directly for capacity assigned under
this provision, which payments shall include all applicable pipeline surcharges. To the extent the
NGS's customers are paying equivalent standbycapacity -charges in accordance with the ____(C)
__Company's Retall Tariff, the Company will reimburse the NGS for these pipeline charges-ir-the- (C)
SaMEe-Manner. (C)

The firm transportation capacity released pursuant to the previous section shall be recallable by the
Company only under the following circumstances:

a. the customer on whose behalf the capacity has been assigned is no longer served by the
NGS or
b. the NGS has failed to comply with the terms and conditions set forth herein. -

Consistent with FERC rules and regulations for capacity releases under state retall cholce programs,
Yupstream pipeline storage capacity held by the Company shall be assigned to the NGS as agent for
the ratepayers of the NGS's Priority-One Pool. The assignment shall be structured as a release of
capacity at the full maximum rates paid by the Company and may be subject to conditions of release
(including, but not limited to, injection and withdrawal rights) that differ from the applicable upstream
pipeline storage service, The release shall terminate at the end of the then-current storage season
pursuant to the applicable upstream pipeline rate schedule terms and conditions; provided however,
the Company may in its discretion release such capacity on a monthly basis. The NGS is responsible
for paying the upstream pipeline directly for capacity assigned under this provision, which payments
shall include all pipeline surcharges. To the extent the NGS's customers are paying equivalent
capaclty-standby charges In accordance with the Company's tariff, the Company will reimburse (C)
___the NGS for these pipeline charges-n-the-same-manner. (€)

Capaclty released pursuant to this section shall be recallable by the Company only upon failure of the
NGS to comply with the terms and conditions set forth herein or In connection with a buyback of gas
by the Company as set forth in paragraph 2 of this rate schedule.

- Assignment-of-tho-Company's-On-System Storage-Capaeity (C)

ISSUED: Oectober28;2010 ' ' EFFECTIVE: June-10,204% '




Appendix E

4 38 of 64 .
PEOPLES NATURAL GAS COMPANY LLGC PROFORMA TO GAS—PA PUC NO. §-2
ORIGINAL PAGE NO. 20A

Asslanment of Other Supplies R e et e (C)

ompany reserves the right to asslan or sell other gas supplies that are er contract wi
Combany and used to satisfy its supplier of last resort obligation to Prority-One r ayers, Toth
extent that a Priority-One supplier regeives an assignment of the Company’s capacity it holds on the
Equitrans-Sunrise System, the Company shall p[gvnde Prgorny-One suppliers wnxh an option to
e o a anman lie

avallable to theCo any under its ass ly agreement wit E T Ener LLC
urchase shall also oceur if the Company determines that, as a result of he jorit
ratepayer's migration from supply service provided by the C any to supply servie vided
NGSs, the amount of gas supplies under long term firm purchase contracts are in excess of the
usage requirements of supplier of last r ratepayers currently served by the Compan

contracts

Supplies sold under this sectlon shall be discontinue llabl the Co ny under t

following conditions:
1. The ratepayer on whose behalf the supplies h been soldassigned is no longer served b

the NGS; or
4.2, The NGS$ has'failed to comply with terms and conditions set forth hersin.

ISSUED: Ostober28;-2040 EFFECTIVE: June-10,2011
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RATE P1
PRIORITY ONE POOLING SERVICE
1. Assignment of Capacity (continued)
Determination of Asslgnment Quantities (C)

Unless provided otherwise herein, assignments of assigned-Pennsylvania-produced and other (C)
supplies, upstream pipeline firm transportation capacity ;and upstream pipeline storage capacity_shall
be assigned on a pro rata basis in accordance with the supply portfolio held by the Company at the
time of assignment to serve its Priority-One customers; provided however, the Company shait not be
required to assign capacity that is deminimis in nature._The Company will endeavor to accommodate
a Priorlty-One supplier's request for particular upstream pipeline capacity on a first-come first-served

basis,

The Company will evaluate the capacity and supply assignments made fo the NGS as agent for
ratepayers of the NGS's Priority-One Pool monthly based on the methodology set forth above. The
evaluation will Include an assessment of whether the upstream pipeline storage and-on-system-
storage capacity assignments are adequate to serve the needs of the customers of the Pool _ (C)
Operator at that time. To the extent that the evaluation so Indicates, revisions to the upstream pipeline
storage and on-system storage capacity assignments will be made effective with the summer perlod.
To the extent that the winter evaluation so indicates, the Company may require the NGS to secure
additional reliable natural gas commodity, capacity and delivery service to meet the needs of the
NGS's Customers. In addition to the preceding, the Company will evaluate the capacity assignments
made pursuant to this section from time to time to ensure adequate compliance with its provisions,

Capaclty assigned to the NGS hereunder by the Company may be traded with other Priority-One
NGSs as long as each NGS retains an aggrégate amount determined by the Company to be
necessary to satisfy the total demands of the NGS's customers. Such trading may occur ho more
frequently than twice per calendar year unless otherwise agreed to by the Company, Any capacity
trades must be reduced to writing and provided to the Company for final approval.

Any assignments made pursuant to this tariff are made subject to any order of the Commission.
Should the Commission, or any body authorized by law require a disallowance In the Company’s rates
that is directly attributable to the Company's assigning or transferring gas supplies to the NGS
pursuant to these procedures, the NGS agrees to reimburse to the Company within 30 days of
notlification of any monies disallowed by the Commisslon or such other body that are directly
attributable to the NGS. The Company shall provide such notification no later than thirty (30) days
after a final order is entered by the Commission or other such body.

2. Nomination Procedures

Nomination of Upstream Plpeline Volumes (Transportation and Storagez.

All Transportation Volumes received for the NGS's account at upstream pipeline transportation receipt -
points shall be nominated to.the Company in advance according to thé procedures outlined in this
Section. Nominations shall distinguish among the following volumes delivered to the Company’s
system for the NGS's account; (1) upstream pipeline transportation and storage capacity assigned to
the NGS by the Company and (2) all other upstream pipeline transportation and storage volumes. .

Nominations are to be transmitted to the Company by the Company's Electronic Nominations System
and are to be received by the Company by the dates and times specifled in the Company's Calendar
of. Nominations, as amended from time to time, which is avallable on the Company's Electronic
Nominations System.

ISSUED: Oectober28;-2010 EFFECTIVE: June40;-2044




Appendix E
40 of 54

PEOPLES NATURAL GAS COMPANY LLC PROFORMA TO GAS—PA PUC NO. §-2
ORIGINAL PAGE NO. 22

RATE P-1
PRIORITY ONE POOLING SERVICE

1 2. Nomination Procedures (continued)

Subject to the limits of the Company’s operating conditions and facilities, previously confirmed
nominations and timely confirmation by upstream pipelines, the Company will either confirm, in total or
in part, or reject the NGS's transportation volume nomination. Confirmed asslgned upstream plpeline
transportation and storage volumes will be posted on the Company's Electronic nominations System.

Confirmed nominations will become effective on the date specified in the NGS's nomination and will
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 superseded by a subsequent
transportation volume nomination. Nomination procedures provided for in this section shall be
superseded by natural gas industry standards promulgated by FERC (i.e., GISB standards).

Nomination of Asslgned Pennsylvania-Produced Supplies , (C)_

Nominations-are-to-be-transmitted-to-the-Company-by-the-Gompany's-Electronle-Neminations System
ahd-are-{o-bereceived-b Re-OMpaRy-—o he-dates-and-times-speeified-in -:-3

Nemination-procedures-previd in
standards-promulgated-by-FERC-(.e-GISB-standards):

» All Pennsylvania-produced supplies assigned or sold to the NGS for a given month will be divided by

the number of days of that month and automatically credited fo the pool operator's Dalily Available
Volumes,

=3 CHOR-ERc-U HS egea

ISSUED: October28;,-2040 . EFFECTIVE: June-10;-2044
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2. Nomination Procedures (continued)

Nominatlon of Local Gas Volumes (C)

All local gas volumes received into the Company's system for the NGS's account at production (C)
or interstate pipeline receipt points shail be nominated to the Company in advance according to (C)
the procedures outlined in this Section. :

Nominations are to be transmitted to the Company by the Company's Electronic Nominations System
and are to be recelved by the Company by the dates and times specified In the Company's Calendar
of Nominations, as amended from time to time, which is available on the Company's Electronic
Nominations System, .

Nominatlons must conform, In content and format, with the Company's specifications for local gas
volume nominations, which shall Include, at a minimum; the NGS's name; the NGS's company
contract number; requested dally local gas volume to be received at each of the production receipt
points; and the name and telephone number of the NGS's' nominations contact.

Subject to the limits of the Company's operating conditions and facilitles, and the reasonableness of
the NGS's nomination as determined solely by the Company, the Company will either confirm, in total
or In part, or reject the NGS's local gas volume nomination. Confirmed local gas volumes will be
posted on the Company's Electronic Nominations System,

Confirmed nominations will become effective on the date specified in the NGS's nomination and will
remain in force until the last day of the current calendar month, unless superseded by a subsequent
local gas volume nomination. Nomination procedures provided for in this section shall be superseded
by natural gas industry standards promulgated by FERC (i.e., GISB standards).

ISSUED: Oectober-28;2040 EFFECTIVE: June-10,2044
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2. Nomination Procedures (continued) (C)

Buyback Provislons: (C)
In the event; 1) the NGS's Priority-One Pooling Agreement is terminated or canceled or 2) the NGS is.
no longer serving customers on whose behaif the storage capacity has been assigned and to the extent
the Company in Its sole Judgment determines it operationally requires such storage capacity to serve
the returning customers, the Company shall have the right, but not the obligation to purchase up to the
remaining storage gas in beth-en-syster-sterage-and-upstream pipeline storage inventories or up to(C)
the volumes In storage attributable to the NGS's load loss, respectively. The buyback rate shall be the
lower of: 1) Storage Gas Transfer Price or 2) the midpoint index price for gas delivered to Dominion
Transmission, Inc.'s ("DTI") Appalachian South Point as published on the effective date of the buyback
plus firm transportation changes to bring the gas to the Company's system, including applicable fuel
retainage.

To the extent this provision is invoked and the NGS's storage gas In inventory Is below the minimum
inventory levels required by these procedures and the Company is required to purchase additional gas
supplies on the open market, the NGS agrees to pay the Company an amount equal to the deficiency in
volumes from the required inventory levels multiplied by the difference between the price the Company
paid and the buyback rate.

Nomination of Pool-fo-Pool Volumes

All Pool-to-Pool Volumes received for the NGS's account shall be hominated to the Company In
advance according to the procedures outlined In this Section.

A Priority-One. Pool may transfer volumes to another Priority-One Pool or Non Priority-One Pool that
balances on the same basls. Such transfers shall be used to resolve current dally imbalances {&-)
created by the NGS's Inabllity to match Daily Avallable volumes with the Aggregate Daily

Consumption Volume and shall not be used to resolve dally Imbalances oceurring for any prior __(C) -
day or days.

A-Priority-One-pool-may-alse-transfer-storage-inventery-volumes-te-any—Nen-Prierity-One-poot-after-the
end-of-the-calendar-month-during-the-four-day-imbalanee-trading-peried:_ (C)

Nominations are to be transmitted to the Company by the Company’s Electronic Nominations System
and are to be received by the Company by the dates and times specified in the Company's Calendar of
Nominations, as amended from time to time, which Is avallable on the Company's Electronic
Nominations System. -

Nominations must conform, in content and format, with the Company’s specifications for Pool-to-Pool
Volume nominations, which shall include, at a minimum: the NGS's name; the NGS's company contract
number; requested dally Pool-to-Pool Volume; name and the Company contract number of the NGS
from whom the NGS plans to recelve supply, the name and telephone number of the NGS's

nominations contact, and confirmation from the other NGS.

Subject to the limits of the Company’s operating conditions and facllities, and the reasonableness of the
NGS's nomination as determined solely by the Company, the Company will elther confirm, In total or in
part, or reject the NGS's Pool-to-Pool Volume nomination. Confirmed Pool-to-Pool Volumes wlll be
posted on the Company’s Electronic Nominations System. Nominatlon procedures provided for In this
section shall be superseded by natural gas Industry standards promulgated by FERC (i.e., GlsB
standards). : .

ISSUED: September28;-2042 EFFECTIVE: Ostober4;-2042
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2. Nominatlon Procedures (continued)

Confirmet- nominations will become effective on the date specified in the NGS's nomination and will
remain in force until the last day of the current calendar month, unless superseded by a subsequent
Pool-to-Paool Volume nomination.

3. Storage Gas Transfers (C)

a. Storage gas fransfers may be required by the Company under the following conditions:

i, The NGS Is unable to attain the storage inventory level requirements by the applicable
target inventory date as a result of ratepayers initially recelving service from the NGS
after the commencement of the Summer Perlod and such target inventory date; or,

il. The NGS Is assigned on-system-or upstream-pipeline storage capacity during the _(C)
Winter Perlod as a result of ratepayers Initially receiving service from the NGS during the
Winter Period.

b. The maximum volume of storage gas transfers for the applicable month shall be determined (C)
as follows:

ii. For agsigned upstream pipeline storage capacity, the maximum storage gas transfer
shall be the upstream pipeline storage capacity incrementally assigned for the month
multiplied by the estimated beginning of the month percentage of the Company's
upstream pipeline storage Inventory level to the Company's upstream pipeline storage
capacity. :

Storage gas transfers shall not be allowed If in the Company's sole discretion it determines such
transfers would be detrimental to the operation of the Company's system or Its ability to meet Retall
Sales Demand in a cost effective manner.

The storage gas transfer price each month shall be at the Company's estimated commodity cost of
storage gas for the year, plus any applicable taxes, The storage gas transfer price shall be reconciled
each calendar year to take into account the actual commodity cost of gas injected Into storage net of
withdrawals for the current year and, as applicable, the commodity cost of gas from previous years'
LIFO inventory layers. The Company shall bill such additional costs as soon as practicable. With
respect to storage gas transfers from upstream pipeline storage capacity, the NGS will pay an
additional charge equal to the upstream pipeline storage capacity injection and storage fuel charges.

ISSUED: Ostober28,2010 ‘ o EFFECTIVE: June-10;2044
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AVAILABILITY

Service under this rate schedule Is available to any Non-Priority One Pool Operator who has entered into
a Non-Priority One Pooling Agreement with the Company and demonstrates to the Company's
satisfaction that it has met the Company's creditworthiness standards and bonding requirements.
Ratepayers must assign their rights provided under the applicable transportation rate schedules to said
Pool Operators.

If the Non-Priority One Pool Operator supplies Priority One ratepayers with a total annual consumption
greater than 30,000 mcf, then the Non-Priority One Pool Operator shall establish a separate Priority One
Pool for these ratepayers or eliminate sufficient Priority One ratepayers from the Non-Priority One Pool to
reduce the total annual consumption by Priority One ratepayers to an amount less than 30,000 mef.

RULES AND CONDITIONS

1. Scheduling of Service

All transportation volumes received for Pool Operator's account at transportation recelpt points shall be
nominated In advance according to the procedures set forth below. Pool Operators may not nominate
volurnes In excess of the total maximum dally volumes of its ratepayers as determined by the
Company or as set forth in a ratepayer's transportation contract with the Company, times the number
of days in the month. The Company may Issue Operational Flow Orders consistent with the terms of
the Company’s tariff.

2. Assignment of Capacity ' (C)

NGSs who take service under this rate schedule must take assignment of a pro-rata or otherwise
agreed upon by the Company share of the pipeline and storage capacity held by the Company on the

Allegheny Valley Connector ("AVC") pipeline system, an interstate pipeline system subject to the
requlation of FERC, that would otherwise be utilized by the Campany to meet the ratepayer's
commodity service requirements. Assigned capacity shall be subject to recall to the extent that the
NGS s unable to deliver necessary aas supplies, in which case the Company will provide for the
delivery of necessary gas supplies undet Its supplier of last resort obligation, The capacity asslgnment
requirements shall be subject to review in the Company's annual 1307(f) proceeding.

Consistent with FERC's rules and regulations for capacity releases under state refall choice
programs, upstream pipeline firm transportation capacity held by the Company on the AVC pipeline
svstem shall be assigned to the NGS as adent for the ratepayers of the NGS's Non Prlority-One Pool.
The assignment shall be structured as a release of capacity at the full maximum rate paid by the
Company. The term of the release shall be on a seasonal basls commencing with the first month in
which the NGS renders commodity service to the ratepayer to the earlier of the end of the seasonal
period (winter releases shall terminate March 31 and summer releases shall terminate October 31) or
the termination date of the Company's contract for service on the AVC system or the last month in
which_the NGS renders commodity service to the ratepayer on whose behalf the capacity has been
assigned:; provided however, the Company may in its discretion release such capacity ona monthly

basis,

ream line firm stora acity held by the Col ny on the ipeline system ma
assigned to the NGS as agent for the ratepayers of the NGS's Non Priority-One Pool. With regard to
capacity that represents storage service formerly provided under Rate ST and Rate ST-SW, the
Company may release storage capacity on the AVC system at less than maximum rates. The
release shall terminate at the end of the then-current storage season pursuant to the applicable rate
schedule terms and conditions for service on the AVC system: provided however, the Company may
at its discretion release such capacity on a monthly basis. Company's release of such capacity shall,
in all respects, be in acéordance with the FERC Gas Tariff governing service on the AVC system and
the applicable rules and requlations of FERC regarding the release of capacity, including FERC's
rules for capacity releases occurring as part of a state retail choice program. .

ISSUED: Oetober-28,2040 ' EFFECTIVE: June10:-204%
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Asslgnment of Capacity (Cont.)

The NGS must comply with all pipeline tariff requirements to become an eligible shipper.on the AVC

pipeline system. The NGS Is responsible for paying the pipeline directly for capacity assigned under
these provisions, which payments shall include all applicable surcharges for service on the AVC

system. To the extent that the NGS's customers are paying equivalent capacity charges in
accordance with the Company's Retail Tariff, the Company will reimburse the NGS's for these
pipeline capacity charges, K

The capacity released under this section shall be recallable by the Company under the following
conditions:

1, _The ratepayer on whose behalf the supplies have been assigned is_no longer served by the

NGS: or
4:2. The NGS has failed to comply with terms and conditions set forth hereln,
3. Nomination Procedures (C)
Nomination of Upstream Pipeline Volumes . {C)

All transportation volumes received for the NGS's account at upstream pipeline transpartation receipt
points shall be nominated to the Company In advance according to the procedures outlined in this
Section. Unless specifically designated as Pennsylvania produced gas supplies_that are produced (C)
directly into the Company's system, ail nominations shall be assumed to be volumes delivered to _(C)
the Company's system for the NGS's accaunt from other than gas supplies produced in Pennsylvania.

Nominations are to be transmitted to the Company by the Company's Electronic Nominatlons System
and are to be received by the Company by the dates and times specified in the Company's Calendar
of Nominations, as amended from time to time, which is avaliable on the Company's Electronic
Nominations System.

Subject to the limits of the Company's operating conditions and facilities, previously confirmed
nominations and timely confirmation by upstream pipelines, the Company will either confirm, In total or
in part, or refect the NGS's transportation volume nomination. Confirmed upstream pipeline
transportation and upstream pipeline Pennsylvania gas volumes will be posted on the Company's
Electronic Nominatlons System.

Confirmed nominations will become effective on the date specified In the NGS's nomination and will
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 superseded by a subsequent
transportation volume nomination. Nominatlon procedures provided for in this section shall be
superseded by natural gas industry standards promulgated by FERC-{ke--GISB-standards).___(C)

ISSUED: Oetober28-2040 _ EFFECTIVE: June-10,2044
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32, Nomination Procedures (continued)
Nomination of Local Gas Volumes : (C)

- All local gas volumes received into the Company’s system for the NGS's account at production (C)
or interstate pipeline receipt points shall be nominated to the Company in advance according to (€)
the procedures outlined in this Section.

Nominations are to be transmitted to the company by the Company's Electronic Nominations System
and are to be received by the Company by the dates and times specified in the Company's Calendar
of Nominations, as amended from time to time, which Is available on the Company’s Electronic '
Nominations System.

Nominations must conform, in content and format, with the Company's specifications for local gas
volume nominations, which shall include, at a minimum: the NGS's name, the NGS's company
contract number; requested daily local gas volume to be received at the Production receipt polnts in
aggregate; and the name and telephone number of the NGS's nominations contact.

Subject to the limits of the Company's operating conditions and facilties, and the reasonableness of
the NGS's nomination as determined solely by the Company, the Company wiil either confirm, In total
or in part, or reject the NGS's local gas volume nomination. 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
remalin in force until the last day of the current calendar month, unless superseded by a subsequent
local gas volume nominatlon. Nomination procedures provided for In this section shall be superseded
by natural gas industry standards promulgated by FERC (i.e., GISB standards).

ISSUED: Osctober28;2010 . EFFECTIVE: June40-2014
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23. Nomination Procedures (continued)

Nomination of Pool-to-Pool Yolumes

All Pool-to-Pool Volumes received for the NGS's account shall be nominated to the Company in
advance according to the procedures outlined in this Section. '

A Non Priority-One Pool may transfer volumes to another Non Priority-One Pool or Priority-One
Pool(C) that balances on the same basis. A Non-Priority One pool may also transfer storage
inventory volumes to any Priority-One pool after the end of the calendar month during the four-day
imbalance trading period.

Nominatlons are to be transmitted to the Company by the Company’s Electronic Nominations System
and are to be received by the Company by the dates and times specified in the Company's Calendar
of Nominations, as amended from time to time, which 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 nominations, which shall include, at a minimum: the Company's name; the Company's
company contract number; requested daily Pool-to-Pool Volume; source of Pool-to-Pool Volumes
(Local Pa, Produced, Pa. produced via Interstate, or Interstate), name and the Company contract
number of the Company from whom the Company plans to receive supply, the name and telephone
number of the NGS's nominations contact, and confirmation from the other NGS.

Subject to the fimits of the Company's' operating conditions and facilities, and the reasonableness of
the NGS's nomination as determined solely by the Company, the Company will either confirm, in total
or in part, or reject the NGS's Pool-to-Pool Volume nomination, Confirmed Pool-to-Pool Volumes will
be posted on the Company's Electronic Nominations System. Nomination procedures provided for In
this section shall be superseded by natural gas Industry standards promulgated by FERC (l.e., GISB
standards),

Conflfmed nominations will become effective on the date specified In the NGS's nomination and will

remain In force until the last day of the current calendar month, unless superseded by a subsequent
Pool-to-Pool Volume nomination.

ISSUED: dJune-9;-2044 EFFECTIVE: June10:2014
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43, Terms and Conditions for Non-Priority One Pool Access to BE&A Storade

Volumes [

AVAILABILITY .

The Company will make avallable for purchase by te-Non-Priotity One pools-at-ne-additional-_(C)
= yolumes used by the Company to provide balancing, banking and advancing services
("BB&A") for Non-Priotity One customers. :

The Company will purchase BB&A volumes based on the Summer Period schedule set forth below.
Such volumes shall be purchased by the Company at the first of the month Dominion Transmission
Inc. Appalachia Index price as published In Inside FERC's Gas Market Report. The Company will sell
BB&A volumes on the Winter Perlod schedule set forth below. Such monthly volumes shall be sold to
Non-Priority One pools at a price equal to the sum of:

1. Weighted average cost of BB&A volumes purchased during the summer season;

2. _The Company's carrying costs associated with BB&A volumes purchased by the
Company to be sold to Non-Priority One pools. The rate used fo calculate the carrying
costs shall be based on the Company’s actual short-term debt cost rate rate-efreturn
used-forre . and

3. _Any applicable interstate pipeline volumetric chatges and fuel assoclated with the
delivery of any BB&A volumes to the Company’s system.

All of the revenues generated by the sale of BB&A gas to the Non-Priorlty' One pools shallbe (C)
credited to ratepayers through the 1307(f) mechanism.

The velumeamount of BB&A volumesCapasity to be made available for purchase byte each ___(C)
Non-Priority One pool will be determined based on the percentage of annual volumes served by each
Non-Priority One pool to total annual volumes served by all Non-Priority One pools, based on
February business of each year. The Company will inform each Non-Priority One poo! of its
allocation of BB&A volumes available for purchaseeapaeity no later than nine business days __(C)
before the end of March and each Non-Prlority One pool must inform the Company of the amount of
BB&A volumes to be purchasedstorage-capacity-it-will-aceept, up to 100 percent of its allocated (C)
volumes, no later than six business days before the end of March. Any BB&A volumesCapasity (C)
not accepted for purchase by a Non-Priority One pool shall be utilized by the Company and will not be
made avallable to other Non-Priority One pools throughout the inject } {C)
winter season. The amount of BB&A valumessterage-capaeity accepted by a Non-Priority One (C)
pool shall be final for the ensuing sterage. winter periodyear and shall fix the volume of BB&A to (C)
be purchasedeapasity-available-to and which the Non-Priority One pool is obligated to utliize (C)

throughout the entire Injection-ahd-withdrawalwinter period. (C)

ISSUED: XX/XXIXX EFFECTIVE: XX/IXX/XX
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4.Terms and Conditions for Non-Priority One Pool Access to BB&A Volumes Storage Capaocity
(cont.) (C)

SUMMER PERIOD INJEGTIONSPURCHASE ' (C)
BB&A volumesParticipating-Nen-Prierity- One-peels-gas will be automatically-injestedpurchased (C)
by the Company according to the following scheduls, with daily-irjectien, pg[chas e volumes In a (C)
glven month determined by dividing the monthly amount by the number of days in.the month:

April and October - 1112™ of allocated -BB&A volumeseapasity
May ~ September - 1/6" of allocated BB&A volumeseapacity

WINTER PERIOD WITHDRAWALSSALE (C)
BB&A volumesEaetkpamapanng-NerkPneﬂﬁhenepeels—BB&A—St%gﬂﬁventePf shaII be (C})

autemaﬂea#yw\tthdmwnsold v the Company according to the following scheduls, with dally (C)
withdrawal-volumes In a given month determined by dividing the monthly amount by the number of

days In the month:

Nevember - 9 percent of allocated BB&A volumesgas—in—iﬂveﬂww—as—eﬂeetebef—%*eﬂhe
W? percent of allocated BB&A volumesgas-in-inventory-as-of Octeber-34" ot the
W? percent of allocated BB&A volumeSQa&in#wenteP,Lasef-Oeteber—%*ef—the
W 27 percent of allocated BB&A volumeggasin—inventewasef—gm*eﬂhe

prior-calendaryear :
March - 20 percent of allocated BB&A volumeSqas-m—invemer-as-ef-OetebeF%*ef-the
. lond 5

{eontinuad)

ISSUED: XX/XX/XX " EFFECTIVE: XXIXX/XX
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Terms and Conditions for Non-Prigrity One Pool Access to BB&A Volumes

(t;ontlnued) (C)
OTHER PROVISIONS

Annual Leve! of BB&A CapaeityVolumes to be Made Available for Purchase )

On an ongoing annual basis, the Company shall review the total level of BB&A volumesGapasiy (C)
made avallable for sale to Non-Priority One 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
volumesGapaeity. Any proposed revisions to.the total level of BB&A volumesGapacity shall be _(C)
reflected In the Company's annual 1307(f) filings and will be determined by multiplying a factor of
46.7% times forecasted January Non-Priority One transportation usage. The Company shall, for a
period of three years, notify active Non-Priority One suppliers of any proposed revision to the total
level of BB&A volumeseapasity at the time of any annual 1307(f) filing contalning such a revision.

Monthly Balancing Provisions

BBS&A gas volumes purchasedinjesti j sals will be considered as part of the (C)
Monthly Avaliable Volumes-with-injections-resuiting-in-a-reduction-to-Monthly-Available-ve .
Injections-and-withdrawals and will have the priority immediately following pay-back of prior month(C})
advanced and banked volumes.

All Suppller Tariff provisions shall apply to Non-Priorlty One pool access to BB&A volumessterage-(C)
tory unless otherwise modified herein. :

4. Monthly Balancing <

Any difference between the customers’ Aggregate Monthly Consumption Volume and the total Monthly
Avallable Volumes shall be subject to monthly balancing.

Negative Monthly Imbalance - The negative imbalance volume will be sold by the Company at a
price equal to the highest monthly price of gas purchased by the Company, excluding the value of
gas withdrawn from storage, plus the firm transportation charges to bring the gas tothe.
Company's system, adjusted for shrinkage on Dominion Transmission, Inc. and the Company and
multiplied by the applicable Price Multiplier set forth below. Volumes sold by the Company are
subject to applicable taxes. )

Posltive Monthly Imbalance - The positive imbalance volume will be 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 firm transportation charges to bring the gas to the
Company's system, adjusted for shrinkagé on Dominion Transmission, Inc. and multiplied by the
applicable Price Multiplier set forth below. :

: Negative Imbalance  Positive Imbalance

Monthly Imbalance Percentage Price Multipller Price Multiplier -
Over 3.6% up to and including 10% 1.1 ) 09"
Over 10% 1.2 0.8

‘ISSUED: Desember30;2044 EFFECTIVE: Februaty-28,2042
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656.——————Reconclliation of Local Gas Volumes (C)

No later than five days prior to the end of each month, the Pool Operator will provide the Company
with lts local gas nomination for the following month. The Company shall determine the
reasonableness of the Pool Operator's local gas nomination and will either confirm, in total or in part,
or reject the Pool Operator's local gas nomination within two business days after receipt of the
nomination. Once the Pool Operator and the Company agree on the local gas production nomination,
the agreed upon volumes wili be the confirmed volumes used for reconclling local gas nominations
and actual production. Confirmed local gas volume nominations will be credited to Pool Operator's
account on the date specified in the Pool Operator's nomination. When actual local gas volumes
delivered to the Company are known, any discrepancles between actual and confirmed local gas (C)
volumes will be reconciled In the first full calendar menth following the determination of actual local gas
volumes (the "Adjustment Month"),

The volumetric discrepancy between the actual produced local gas volumes and the nominated local
gas volumes will be reconciled in the Adjustment Month by adjusting the Pool Operator's Monthly
Avallable Volume in the Adjustment Month by an amount equal to the volumetric discrepancy.

Local gas volumes supplied from a Local Gas Aggregation Pool are not subject to this reconciliation.

RATE TABLE

Pooling Fee  $0.0436 pooling charge per 1,000 cubic feet (mcf) for each mcf delivered into a {G}-pool
each month subject to a minimum charge of $800.00 per month. Pool Operators that
operate more than one Non-Priority One Pool will only be subject to a single minimum
charge of $800 per month, except that the pooling charge shall only be assessed to the
pool which receives gas via a pook-to-pool transfer and shall not be assessed to the pool
which supplies gas in a pool-to-pool transfer and/or an imbalance trade.

Pool-to-Pool  $0.04 per 1,000 cubic feet (mcf) up to a maximum amount of $100 per transaction

| Transfer Fee: assessed to the pool which supplies volumes of gas to another pool balancing on the

same basis, elther daily or monthly, Pool-to-Pool Transfers occurring during a calendar

month may be nominated at any. time during the calendar month but no later than by 5:00

p.m. on the second business day of the following calendar month.

Imbalance $0.04 per 1,000 cubic feet (mcf) up to a maximum of $100 per transaction charged to {€}

Trading Fee: the pool which supplies volumes of gas to another Non-Priority One pool or Priority-One
pool that balances on the same basis. These fees shall also apply to the pool that
transfers storage inventory volumes to a Priority-One pool after the end of the calendar
month. Imbalance 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.

 ISSUED: September28.2042 EFFECTIVE: October1-2042
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PEOPLES NATURAL GAS COMPANY LLC PROFORMA TO GAS—PA PUG NO., S-2
ORIGINAL PAGE NO. 36
RATE LGA
LOCAL GAS AGGREGATION SERVICE
AVAILABILITY ' (C)

Service under this rate schedule is available to any Aggregator who has entered into a Local Gas
Aggregation Agreement with the Company and demonstrates to the Company'’s satisfaction that It has
met the Company's creditworthiness standards and bonding requirements.

The locally produced gas nominated out of the Local Gas Aggregation Pool will be balanced monthly with
actual production delivered into the Company’s system, (C) '

RULES AND CONDITIONS

1. Points of Receipt _ - {O)

The points of receipt for local gas aggregation shall be those metering stations Identified by the
Aggregator In Its Measurement Operating Agreement with the Company_or any other designated (C)
point where gas Is delivered Into the Company's system. The Aggregator will pay for any (3]
investment costs required to receive gas into the Company’s system at agreed-upon transportation
gas recelpt points. The Company will own and maintaln each natural gas connection's tapping tee or
pipe and valve.

2. Nomination of Agaregated Production (C)

No later than five days prior to the end of each month, the Aggregator will provide the Company with
its local gas aggregation nomination for the metering stations identified in the agreement or other (C)
point of interconnection into the Company's system. The Company shall determine the (C)
reasonableness of the Aggregator's local gas aggregation nomination and will either confim, in total or
in part, or reject the Aggregator’s nomination within two business days after recelpt of the nomination.
Once the Aggregator and the Company agree on the local gas aggregation nomination, the agreed -
upon volumes will be the confirmed volumes used for reconciling local gas nominatlons and actual
production. The Aggregator may change its local gas aggregation nomination during the month in
accordance with the Company's Operating Rules for Local Gas Aggregation Service. The Company
may, at its discretion, ask for additional justification for any nomination, which may result in an
adjustment to the nomination. )

.Nominations are to be transmitted to the Company's Electronic Nominations System and are to be
received by the Company by the dates and times specified in the Company’s Calendar of
Nominations, as amended from time to time, which is available on the Company’s Electronic
Nominations System. Nominations must conform, in content and format, with the Company's
speclfications which shall include, at a minimum, the Aggregator's hame; contract number; requested
dally local gas volume to be received; and the name and telephone number of the Aggregator's
nominations contact. :

3. Recongiliation of Aggreqation Volumes

Confirmed local gas aggregation nominations will be credited to the Aggregator’s account on the date’
specified in the Aggregator’s nomination. When actual local gas aggregation volumes delivered '(C)
into the Company's system are known, any discrepancles between actual and local gas Q)
aggregation nominations will be reconciled, in the first full calendar month following the determination
of actual local gas aggregation volumes (the "Adjustment Month").

The volumetric discrepancy bgiween the actual local gas aggregation volumes and the local gas
aggregation nominations will be reconciled in the Adjustment Month by adjusting the aggregator's
monthly avallable volume in the adjustment month, - '

ISSUED: Oecteber-28,2010 EFFECTIVE: June-40;-2044
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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 “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 100% 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”);3 (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 Equitable; (5) certain PNG ownership changes associated with the transaction;* (6) the

! 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 under the laws of Delaware.
PNG directly owns a 100% interest in Peoples. (Joint Applicants Exhibit MKO-1, p. 10)

* 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 owns a 100% interest in LDC Holdings LLC (“Holdings™), which in turn owns a 100% interest in PNG.
LDC Funding also directly owns a 100% interest in LDC Holdings II LLC (“Holdings II”’), which in turn owns a
100% interest in Peoples TWP. (Joint Applicants Exhibit MKO-1, p. 9-11).

* The financing for the Transaction will come from new SteelRiver managed funds, which will be accomplished
through a two-step process. (Joint Applicants St. 1-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 SteclRiver managed fund,
SteelRiver LDC Investments LP (“SRLDCI”), will own 27% of LDC Ventures and the remaining 73% interest will
be owned by a new intervening entity, LDCV Holdco LLC (“LDCV Holdco”). In turn, approximately 24% 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. 1, pp. 12-13; Joint
Applicants St. 1-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-1)

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.? 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, Lawrence,
Mercer, Somerset, Venango, Washington, and Westmoreland. (Joint Applicants Exhibit MKO-
1, 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.°

> 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 Application for Approval of the Transfer of the
Issued and Outstanding Shares of Capital Stock of the Peoples Natural Gas Company, Docket No. A-2008-2063737
(November 19, 2009).

¢ On May 24, 2011, LDC Holdings 1T 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 “natural gas distribution company” as those terms are
defined in Code Sections 102 and 2202, 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-1, 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.” 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-1, 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, 2011).

7 Equitable was a regulated operating division of Equitable Resources, Inc., prior to a holding company
reorganization approved by the Commission at Docket No. A-121100F0006, which became effective July 1, 2008.
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Advocate (“OSBA”); Pennsylvania Independent Oil and Gas Association (“PIOGA”); Dominion
Retail, Inc. and Interstate Gés 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™);
International Brotherhood of Electrical Workers, Local 1956 (“IBEW”); Peoples-Equitable
Merger Intervenors (“PEMI”); United States Steel Corporation (“US Steel”); and Citizens for
Pennsylvania Future (“PennFuture”).®

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”).” PennFuture was the only active party that did not join the
settlement in principle.'

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 York v. Pa. PUC, 449 Pa.
136, 295 A.2d 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-

¥ The procedural history for this matter is set forth in Section II of the Settlement, which is incorporated herein.

° PSU, PEMI, UWUA, IBEW, and United Steelworkers are not parties to the Settlement but have indicated that they
do not object to the Settlement.

1 pennFuture’s issues were fully litigated and will be addressed in accordance with the briefing schedule adopted in
this matter.
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210072F0003, et al. (Oct. 2, 2006) (regarding factors to be considered in acquisitions by
investment funds).

Further, as réquired by Section 2210(a)(1) 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), and 2204(e)(4) of the Public Utility Code, 66 Pa.C.S. §§
1317(d), 2102(a), and 2204(e)(4).

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
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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 litigaﬁon
positions provided a strong base upon which to build a consensus in this proceeding on the
settled issues.

The Settlement reflects a carefully 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, and 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
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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 modification.

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, accommodation, convenience, or
safety of the public in some substantial way.” City of York v. Pa. PUC, 449 Pa. 136, 151, 295
A.2d 825, 828 (1972).11 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.

! The “substantial public interest” standard is satisfied by a simple preponderance of the evidence of benefits, and
such burden can be met by showing a likelihood or probability of public benefits that need not be quantified or
guaranteed. Popowsky v. Pa. PUC, 594 Pa. 583, 611, 937 A.2d 1040, 1057 (2007). 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.2d at 1061.
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A. THE REALIGNMENT OF ASSETS AND BUSINESSES WILL PRODUCE
SUBSTANTIAL PUBLIC BENEFITS FOR CUSTOMERS

At the Closing of the Transaction (the “Closing”), Equitable will be merged into Peoples,
with Peoples as the surviving entity 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 (4) 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-1, 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-1, Appendix A, Ex. L; Settlement § 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: (1) a unique opportunity to avoid capital costs by avoiding duplicative
replacement of overlapping cast iron and bare steel mains owned by Peoples; (2) the opportunity
to achieve significant operational and management efficiencies; (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 (4) 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. 11, 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 Statement No. 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 through 2019 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
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2014 to at least $45 million in 2017, 2018 and 2019 as evidenced by the filing of a revised LTIIP
or Asset Optimization Plan. (Settlement §§ 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. Synergy 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, officers and staff of PNG and its subsidiaries. (Settlement Y 43-44) Costs will be
allocated between the Peoples and Equitable Divisions using procedures and factors approved
under Peoples’ approved affiliated interest agreements. (Settlement § 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
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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. 21; OCA Statement No. 1, 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)(1) 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)(1). 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
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collaborative within three months following the date the collaborative is convened. (Settlement
1977, 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 Board/Nominations System and related processes. (Settlement § 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 § 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  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 § 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. 1-2011-2237952, as well as the

Commission’s recently announced investigation concerning retail natural gas competition.
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Investigation of Pennsylvania’s Retail Natural Gas Supply Market, Docket No. 1-2013-2381742
(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 §f 79, 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 | 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 § 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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current 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.c. service providers, local businesses within EQT’s
supply chain, etc.) create employment opportunities, which, in turn, provide people with
additional wages to be spent in Pennsylvania. (Joint Applicants Statement No. 3, p. 12).
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
payments 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, Peopies 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 investment 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 arrangements with EQT.”
EQT currently 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
diversify 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 on 24 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-1, Appendix A, Exhibit B); Sunrise Transportation and Storage Agreement (Joint
Applicants Ex. MKO-1, Appendix A, Exhibit C); Peoples NAESB (Joint Applicants Ex. MKO-1, Appendix A,
Exhibit D); PTWP Northern Lateral Capacity Lease (Joint Applicants Ex. MKO-1, Appendix A, as Exhibit H);
PTWP Northern Lateral Transportation Agreement (Joint Applicants Ex. MKO-1, Appendix A, Exhibit I); Peoples
Asset Transportation and Storage Agreement (Joint Applicants Ex. MKO-1, Appendix A, Exhibit K); Equitable
NAESB (Joint Applicants Ex. MKO-1, Appendix A, Exhibit M); and Extension Agreement (Joint Applicants Ex.
MKO-1, 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 capacity 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 § 81) Peoples will
identify opportunities to displace gas that is being sourced from interstate pipelines with local
supplies produced into the Peoples Division system, as well as to 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. (Settlement
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 arrangements. (Settlement § 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 western
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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’ 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 § 54) Peoples also will maintain field offices in its service territory
and staffing levels that are sufficient to provide safe and reliable service. (Settlement § 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 § 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 and Equitable in 2012. (Settlement § 74)

B. ADDITIONAL AFFIRMATIVE 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 § 23) Peoples also will not defer any
Transaction or Transition Costs, such costs shall be borne exclusively by Peoples’ shareholders.
(Settlement § 25) 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 § 23)

18



APPENDIX F

As explained above, approximately $93 million in rate base assets as of December 31,
2012 will 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 §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 to the Closing
of the Transaction. (Settlement § 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(f).
(Settlement 9 31; 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 § 27) 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 9

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 § 34) 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 § 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 9§ 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 distribution 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 and/or 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 offices 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. 18-19)

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% calls answered within 30 seconds;

(b) Call Center: Average Busy-out Rate less than 0.25%;

(c) Call Center: Average Call Abandonment Rate that is no higher than 3% for 2014-

2016 and 2.5% for 2017-2018;
(d)  Percent response within 60 minutes to emergency calls of at least 98.5% for 2014-

2016 and 99% 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. A-2010-2210326, for an
additional two years commencing January 1, 2014.
(Settlement 9 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 affiliates. 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 9 63)

Peoples committed to improve Customer Service when SRIFNA purchased Peoples and
has met or exceeded the goals established and/or approved by the Commission as a condition of
that acquisition. This same expertise and eﬁthusiasm 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 identify areas for improvemeﬁt 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 § 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 (“LIURP”), LIURP eligibility, Earned
Income Tax Credit (“EITC”) concerns, and landlord issues that may present a barrier to customer
participation. (Settlement § 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 | 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 § 70)

Under the terms of the Settlement, the shareholders of Peoples and Peoples TWP will
commit to increase its total donation (administrative and matching) to the Dollar Energy Fund by
10% 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 4 72)

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 through 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  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 employeeé 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 §
55) Further, in order to maintain the skilled workforce currently 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 arrangement is mutually agreed upon. (Settlement § 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 reorganizations of the workforce. Such job
placement assistance will be consistent in kind and quality with the best practices of similar

industries. (Settlement 9§ 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 Equitable 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 alternative 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 repbrting of leak repairs to the Commission’s Gas Safety
Division. (Settlement § 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 § 61) 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 Safety, to evaluate these Systems and recommend to the

Commission how to proceed.

V. SRIFNA AND PEOPLES HAVE THE TECHNICAL, LEGAL, AND FINANCIAL
FITNESS TO OWN AND OPERATE EQUITABLE

Under Sections 1102 and 1103 of the Public Utility Code, 66 Pa.C.S. §§ 1102, 1103, 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 1102 and 1103 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
Statement No. 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. 1, 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 significant 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. 1, p. 17)

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, and 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 in Application of Penn Estates Utilities, Inc., Docket No. A-210072F0003,
et al. (Order entered October 2, 2006), as summarized 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 internal 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, ef 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 western Pennsylvania. (Joint Applicants Statement No. 1, p. 11)
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D. SRIFNA HAS SUBSTANTIAL EXPERIENCE IN OWNING 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 infrastructure ownership, management, and operation. (Joint Applicants Statement No. 1,
pp. 9, 22-23)

E. THE JOINT APPLICANTS’ EXISTING PRESENCE IN
SOUTHWESTERN PENNSYLVANIA WILL BE RETAINED

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 § 54) Peoples also will maintain field offices in its service territory
and staffing levels that are sufficient to provide safe and reliable service. (Settlement § 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 § 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) in 2012. (Settlement § 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 § 37) 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 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.

(Settlement q§ 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 govern
transactions with affiliates, and provide the Commission and the 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.
(Settlement § 42) Peoples will seek Commission approval of all new or amended agreements
with affiliates consistent with Chapter 21 of the Public Utility Code. (Settlement q 46)

G. FEES PAID TO AND SERVICES PERFORMED BY AFFILIATES

Peoples will seek Commission approval of all new or amended agreements with affiliates
consistent with Chapter 21 of the Public Utility Code. (Settlement § 46) 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 9 49)
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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 50% equity. (Settlement
9 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 §
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 55% of
total capitalization. (Settlement § 35) Further, LDC Holdings’ consolidated long term debt ratio
as a percent of total capitalization shall not exceed 60% for any period longer than one year
absent approval from the Commission. (Settlement § 36) Finally, Peoples’ dividends to PNG
shall be limited to a level that maintains a maximum debt ratio of 55%, excluding working
capital facilities, unless approved by the Commission. (Settlement q 38)

L THE SETTLEMENT ENSURES TRANSPARENCY ON CORPORATE
STRUCTURE ISSUES

Peoples shall maintain reasonable accounting controls and pricing protocols to govern
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. (Settlement § 42) 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 § 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 § 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 1103 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 York v. Pa. PUC, 449 Pa. 136, 295 A.2d 825 (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)(1) of the Natural
Gas Choice and Competition Act, 66 Pa.C.S. § 2210(a)(1); 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(a)(2).

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.

Respectfully submitted,

Michael W. Gang (I.D. # 25670)
Michael W. Hassell, Esquire (I.D. 34851)
Christopher T. Wright (I.D. # 2034
Post & Schell, P.C.

17 North Second Street

12th Floor

Harrisburg, PA 17101-1601
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
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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 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 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.

Docket Nos. A-2013-2353647
A-2013-2353649
A-2013-2353651

BUREAU OF INVESTIGATION AND ENFORCEMENT
STATEMENT IN SUPPORT OF
JOINT PETITION FOR APPROVAL
OF NON-UNANIMOUS SETTLEMENT




TO ADMINISTRATIVE LAW JUDGE MARK HOYER:

The Bureau of Investigation and Enforcément (“I&E™)of the Pennsylvania Public
Utility Commission (“Commission™), 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 Settlement (“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™), Peopies TWP LLC
(“Peoples TWP”), Equitable Gas Company, LLC (“Equitable™) (collectively “Joint
Applicants™) and their customers.

L. BACKGROUND

1. 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 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) tﬁe 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 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
Peoples’ tariff necessary to carry out the transactions.

2. On April 8, 2013, I&E entered a Notice of Appearance. The Office of
Small 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, Local 666; 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 Conferehce
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. 1, I&E Statement No. 2, and I&E Exhibit No. 2.



6. On September 6, 2013, I&E served the following Surrebuttal testimony:
I&E Statement No. 1-SR, I&E Exhibit No. 1-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. 1&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, 52 Pa. 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.
I. LEGAL STANDARD

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 utility service or transferring certain property. 66 Pa. CS § 1102(a). Section
1102(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.” 66 Pa. C.S. § 1103(a). This standard was interpreted by the Supreme
Court, which found that there must be a showing that a merger will “affirmatively
promote the service, accommodation, convenience or safety of the public in some
substantial way.” City of York v. Pa. PUC, 295 A. 2d 825, 828 (Pa. 1972). 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).

11.  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.

§ 2210. Under this section, the Commission is to consider whether the proposed merger
is likely to result in aﬁticompetitive or discriminatory conduct, including the unlawful
exércise 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
prdposed 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 Settlement satisfies the

legal requirements necessary for Commission approval.



III. TERMS AND CONDITIONS OF SETTLEMENT
13.  Itis the policy of the Commission to encourage settlements. 52 Pa. 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—69.406 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.

52 Pa. 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 kapplicable
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

6



requests that the following terms be approved by the ALJ and the Commission without
modification:
A.  FINANCIAL CONDITIONS (Joint Petition § 21-41)

15. Acquisition Premium, Transaction and Transition Costs (Joint Petition 9

21-25): 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 § 26): 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 récovery 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.  Stay Out (Joint Petition §27): 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
filings, 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 January 1, 2018 but prior to January 1, 2019, Peoples will
demonstrate a least $15 million of synergy savings resulting from this Transaction. If
this demonstration is not madé, 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
identify and implement savings resulting from this Transaction.

18.  Gas-on-Gas Competition (Joint Petition Y 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. [-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 contrécts fora
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 public interest because it
ensures that the Commission’s acceptance of the proposed five year discount extension is
not an endorsement pf 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.
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19. Purchased Gas Cost Rates (Joint Petition 9 31-32): The Settlement

provides that the Peoples Division purchased gas cost (“PGC”) 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 transmission 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. 16-.
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 that 20 year period. Joint
Petition  32. I&E recommended that the AVC be reduced from 20 years to 5 years in
length. I&E St. No. 1, pp. 26-32, I&E St. No. 1-SR, pp. 25-32. I&E was concerned
about the proposed 20 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 teﬁn was too
short and that concern was similarly shared by NGSs. OCA St. No. 1-SR, p. 4, NGS St.
No. 1, 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(f) 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 § 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\satisfy 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, capacity and 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. § 1318(a).

20.  Corporate Protections (Joint Petition 99 33-39): The Settlement 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: (1)
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Peoples will issue and maintain debt held by investors not affiliated with SteelRiver or its
affiliates unless the Commission determines ratepayers will experience a net benefit 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 55% of total capitalization; (4) Peoples dividends to
PNG is limited to a level that maintains a maximum debt ratio of 55% unless 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: (1) 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 certain transfers of
funds, interested partiesvcan 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 AND RECORDS (Joint Petition 9 42-48)

21.  Separate Accounting (Joint Petition 9§ 43): 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 ] 52-57)

22.  Corporate Headquarters and Employment Levels (Joint Petition 4 52-57):

The Joint Applicants commit to not move its headquarters outside Peoples’ service
territory for at least a ten year period after closing this transaction. Joint Petition 9 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 § 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 § 57. These commitments are in the public interest as they provide
protections for employees while at the 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

micromanage a utility and Pennsylvania appellate courts have ruled that utilities, not the
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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 rriatters 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 protectiohs while still allowing Peoples flexibility to operate
its utilities.

D.  RELIABILITY, PIPE REPLACEMENT AND LOST AND
UNACCOUNTED FOR GAS (Joint Petition 9 58-61)

23.  Pipe Replacement (Joint Petition § 58): The Settlement demonstrates a

commitment on behalf of the Joint Applicants to pipeline replacement. Peoples revised
Long Tem Infrastructure Improvement Program plan (“LTIIP”) filed in 2014 will
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 Settlement
provides that Peoples will accelerate capital expenditures for the Equitable Division from
$33 million in 2014 to at least $45 million in 2017-2019. This increase is important
because in Equitable’s recent LTIIP proceeding, at Docket No. P-20 13-2342745,

Commissioners Cawley and Gardner issued a dissenting statement indicating that
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Equitable’s capital spending did not satisfy 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 in 2012 and indicated that Equitable’s DSIC eligible infrastructure replacement
will remain rélatively flat. Accordingly, the Settlement, which requires Peoples to
increase the Equitable Division’s capital expenditures to at least $45 million in 2017-
2019, demonstrates Peoples commitment to infrastructure replacement as mandated by
the Legislature and the Commission.

24.  Leak Detection and Repair (Joint Petition § 59): With the exceptions noted

in paragraph 59, Peoples commits to continue operating expenditures for leak detection
and repair at least at 2012 levels. Peoples further commits that best practices to reduce
lost and unaccounted for gas (“UFG”) 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 of Way (Joint Petition 9 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

permitted EQT an option to access or modify 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-SR, 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 Settiement 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 modify Peoples TWP’s existing ROW.

26.  Goodwin and Tombaugh Gathering Systems (Joint Petition § 61): 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. Specifically, in
2012, the Goodwin system had 83% UFG and the Tombaugh system had 63%. 1&E Ex.
No. 2, Sch. 5. Additionally, 445 leaks 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. 1, 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. 66 Pa. 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.
1, p. 6, I&E St. No. 2, p. 11-12. Therefore, I&E approached this Settlement 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 T 61().
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 § 61(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 § 61(e)(i).
Attached as Appendix C to the Setﬂement is a multistep process Peoples intends to
implement to analyze the Gathering Systems and develop a coufse 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 verify improvements. Joint Petition § 61(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 Recovery:

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 § 61(c). The Joint

Applicants originally sought to transfer the Gathering Systemsk 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. Transferring 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. 1, p. 6. Because of the potential cost,
I&E maintains that it is not in the public interest to immediately transfer ihe 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 § 61(d). EQT’s $5 million contribution will be

used to complete the assessment process presented in Attachment C. Joint Petition
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Y 61(c). It wasimportant 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 asseésment 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 thc
Gathering Systems should be transferred to Peoples. Joint Petition § 61(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 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. 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 that ratepayers will not be an unlimited source of
funding to repair the Gathering Systems. Given that the J oiht 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 recovering its investments.
E. CUSTOMER SERVICE (Joint Petition 99 62-67)

27.  The Settlement reflects a commitment to service quality and reliability by
articulating specific commitments to improve and maintainv 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 analyzing its 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 a party 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.  UNIVERSAL SERVICE (Joint Petition {7 68-73)

28.  LIURP Funding (Joint Petition 9 73): Peoples agrees to increase Low

Income Usage Reduction Program (“LIURP”) funding in the first four years after
Closing. Specifically, beginning January 1, 2014, 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 substaﬁtial 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 Y 74-76)

29.  Corporate Contributions (Joint Petition 4 74): Peoples commits to continue

corporate contributions and community support in southwestern Pennsylvania that is at
least equivalent to 2012 levels of $1 million for Peoples and $400,000 for Equitable.
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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.  Qutside Services (Joint Petition § 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 Policy (Joint Petition 9 76): 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
cpntained 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 § 77)

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 territory. Although both Equitable and Peoples have active
natural gaé ‘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 cbmpetition 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 §vill 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 Exéeptions 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

Settlement without modification.

Bureau of Investigation and Enforcement
Pennsylvania Public Utility Commission
Post Office Box 3265

Harrisburg, Pennsylvania 17105-3265
(717) 783-7998

Dated: September 25, 2013
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Respectfully submitted,

Allison C. Kaster

Attorney 1.D. #93176

Carrie B. Wright
Attorney L.D. #208185
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Appendix H

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 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

Docket Nos.

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 (Commisston). 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 TWP, LLC and Peoples
Natural Gas Company, LLC.
L. 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 seecking Commission approval of the following: (1) the
transfer of 100% 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 Pepples
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, undér 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 Apfil 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 April 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 rules. 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
teﬁitories. 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 Ratepayer 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. Quality of 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 merger.

€. Impact on Rates: The Application provides that Equitable’s retail tariff in

effect at the time the proposed transaction occurs will be adopted by Peoples and will remain in
full force and effect. The OCA submits that the Commission must examine the impact the
proposed merger will have on the 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. §§ 1307(f), 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.

L 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.

J- Continuation of PUC Jurisdiction: Post corporate-restructuring, 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 submitted OCA Statement No. 1, the Direct Testimony 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/IGS),



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 1-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, Pe;mFuture, Dominion/IGS, Snyder Brothers and PIOGA.
Evidentiary hearings were scheduled for September 11, 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
Sepfember 11, 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 Settlemeiht (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.

II. 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.2d 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 Stability (Joint Petition, §J 21, 22, 23, 25, 26, 27 and 41).

As OCA witness Richard Hahn testified, this Application presented a nﬁmber of
| complex issues and complicated transactions. OCA St. 1 at 4. As Mr. Hahn testified, one of the
pﬁmary 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
consummated would lead to higher rates for customers than would have been the case had no
merger occurred. OCA St. 1 at 27-28. Specifically, the inclusion of any acquisition, transaction

or transition costs to achieve the merger in rates could lead to higher costs for customers. OCA

2 All references to OCA Statement No. 1 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 rate filing in the next few years. OCA St. 1 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 and 27. |

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 1, 2018, but prior to January 1, 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 qq 21, ‘22, 23 and 25.

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 J 41; OCA St. 1 at 4, 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, ] 30 and 58).

One of the main areas for potential savings and synergies resulting from the
combination of Equitable and Péoples 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. 1 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. 1 at 25-26. The
Applicants estimate synergy savings from the avoidance of replacingﬂ{gdundant 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. 1 at 4.°

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
2015 through 2019. Settlement at §f 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 { 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 J 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 § 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

3 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 in 2012,
and that Equitable’s proposed LTIIP showed a decrease in overall annual pipe replacement for the 2013-2017
period. Joint Dissent at 1.
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the replacement of high risk pipe will be substantially increased over the term of the combined
LTIP. Further, the combined LTIIP will eliminate the need to replace redundant facilities and
thus will provide much greater levels of high risk pipe replacement thah 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 ‘ti-me 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, JJ 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 fo EQT is $93 million. OCA St. 1 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. 1 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 50% debt and 50% equity level. Settlement at § 26. 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 at 21-23. 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 § 31. 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 20-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 § 32. 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, ] 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. 1 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. 1 at 24.

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. 1-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 TWP, that directly address the OCA’s concerns in
this regard. Settlement at q 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, § 61).

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." OCA witness Hahn testified as to the
concerns over the transfer of these assets. OCA St. 1 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 coét, 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 current
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. 1 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.

4 In June of 2012, 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 Company,
LLC Docket Nos. R-2012-2312577, G-2012-2312597, and C-2012-2315323. In that matter, a non-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. Long (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  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-Gas Competition (Joint Petition, { 29).

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 effectively competitive retail natural gas market.
(66 Pa. C.S. § 2210). A properly 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. 1 at 27 (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 Paragraph 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 iﬁ 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, JJ 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 service as a result of the
merger. OCA St. 2 at 7. 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 at 7. 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 8-17.
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 = at least 82%),

b) busy-out rate = no more than 0.25%,

c) call abandonment rate = no higher than 2.5%, and

d) percent response within 60 minutes to emergency calls = at least 99.00%.
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 at least 82%,

(b) busy-out rate of no more than 0.25%,

(c) call abandonment rate that is no higher than 3% for 12014, 2015 and 2016,

and 2.5% for 2017 and 2018,

(d)  percent response within 60 minutes to emergency calls of at least 98.5%

for 2014, 2015 and 2016 and 99% for 2017 and 2018.
Settlement at § 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 {q[ 63, 64.
As such, the OCA submits that these provisions provide substantial affirmative benefits and are
in the public interest.

H. Universal‘SerVice (Joint Petition, 44 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 7. 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 at 26.

The Settling Parties agreed to address these concerns in Paragraphs 69, 70 and 73.
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 streamline and enhance the CAP pfogram. Settlement at §f 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
at 24-25. 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 10% 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.

L Community Commitment (Joint Petition, §q 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 § 75. The OCA submits that these provisions provide
benefits to the local communities and are in the public interest.

J. Additional Matters (Joint Petition, 4 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 concérns in Paragraphs 56 and 57. 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 [ 57.

In paragraphs 77, and 88 through 92, the Settling Parties have agreed to a slate of
improvements to enhance retail choice activities for all stakeholders. Settlement ai qq 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 Settlement 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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1.  CONCLUSION

For the foregoing reasons, the Office of Consumer Advocate submits that the

terms and conditions of the Settlement are in the public interest and therefore, should be

approved.

Respectfully Submitted,

T e —

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

174629

Darryl Lawrence

Assistant Consumer Advocate
PA Attorney L.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 Qutstanding

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 : Docket Nos. A-2013-2353647
Company LLC, (3) to Transfer Certain Storage : A-2013-2353649
and Transmission Assets of Peoples Natural Gas : A-2013-2353651
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

STATEMENT OF THE OFFICE OF SMALL BUSINESS
ADVOCATE IN SUPPORT OF THE JOINT PETITION
FOR APPROVAL OF NON-UNANIMOUS SETTLEMENT

I. 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. In 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.

IL PROCEDURAL BACKGROUND

The Application was filed by the Joint Applicants on March 19, 2013, requesting all
necessary approvals authorizing: (1) the proposed transfer of membership interests and
acquisition of rights of Equitable, an indirect subsidiary of EQT Corporation (“EQT”) to PNG
Companies LLC (“PNG”), an 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 carry out the proposed transactions (collectively, the “Proposed Transaction”).

On April 8, 2013, the Commission’s Bureau of Investigation and Enforcement (“I&E”)
entered a Notice of Appearance. The OSBA filed a Notice 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 International
Union, Local 12050 (“Steelworkers”); International Brotherhood of Electrical Workers, Local

2



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 Surrebuttal Testimony of Brian Kalcic, on
July 4, 2013; August 19, 2013; and September 6, 2013, respectively. These were marked as
OSBA Statement No. 1, the Direct Testimony of Brian Kalcic; OSBA Statement No. 2, the
Rebuttal Testimony of Brian Kalcic; and OSBA Statement No. 3, th’e Surrebuttal Testimony of
Brian Kalcic. Direct, Rebuttal, and Surrebuttal Testimony were also served by 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 11, 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, 428)

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 TWP 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.!

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

! 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.’

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.>

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-2011-2277868 and I-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.*

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.’

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

2 OSBA Statement No. 1 at 5.
SId at 7.
*1d até.

3 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. 1-2012-2320323, 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.’

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, 431)

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: (1) the Sunrise

Transportation Agreement; (2) the Sunrise Transportation and Storage Agreement; and (3) the

® Joint Petition at 9, q28.



Peoples Asset Transportation and Storage Agreement (collectively the “Commercial
Agreements”).”

The Joint Applicants believe that the 20-year terms of the Commercial Agreements are
necessary to ensure that capacity is available to satisfy their long-term growth forecast.®
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.’

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.'

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(£)-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 filing
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(f) of the Public Utility Code.

7 OSBA Statement No. 1 at 8.
¥ See, e.g., Joint Applicants’ Response to I&E-I-014(E) and I&E-11-031(A).

? OSBA Statement No. 1 at 9.

lold.



Peoples agrees to demonstrate that it is managing these
agreements to comply with its least cost procurement obligation in
its annual Section 1307(f) 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."!
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 to “demonstrate that it is managing [the Commercial Agreements] fo
comply with its least cost procurement obligation in its annual Section 1307(f) filings.” 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.'? 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."
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).

' Joint Petition at 10, 931 (emphasis added).

12 PIOGA Statement No. 1 at 15.

]31d.



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.2d 825
(Pa. 1972) and Popowsky v. Pennsylvania P.U.C., 594 Pa. 583, 937 A.2d 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 affirmatively that
public benefit will result from the merger . . . . [T]hose 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 Popowsky, 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 affirmatively 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 . . .
concerning certification matters.

The Joint Applicants claimed a number of affirmative public benefits described in detail
at pp. 41-55 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,

by Fo Ui
Elizaé%th Rose Triscari
Assistant Small Business Advocate

Attorney ID # 306921

Office of Small Business Advocate
300 North Second Street, Suite 1102
Harrisburg, PA 17101

(717) 783-2525

(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 (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 Affiliatess 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. A-2013-2353647
A-2013-2353649
A-2013-2353651

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/b/a Dominion Energy Solutions (“DES”) and

Interstate Gas Supply, Inc. d/b/a IGS Energy (“IGS”)(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 Settlement 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:
L. 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 (“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 contract 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 cipacity 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-1 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
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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:

A 20-year contract requirement on the AVC Service to be provided by EQT, which
includes a Right of First Refusal (paragraph 32);

A collaborative to address retail supply competition (Paragraph 77);

‘A program that would allow NGSs to have access to some of Peoples’ non-AVC

capacity (Paragraph 78),
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

79);

A revised program to address NP-1 customer balancing without the midstream assets
and on-system storage (Paragraph 80);

A revision to the BB&A program o-ccasioned by the transfer to EQT of the midstream
’assets that currently are used to provide this service (Paragraph 84);

A collaborative to discuss a new and moving customer referral program (Paragraph
o),

The potential to upgrade Equitable’s Purchase of Receivables Prbgram to something

that looks more like that provided by Peoples(Paragraph 92);
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e A program to allow suppliers more robust access to AVC storage than otherwise
might be available, because the storage assets will be operated by EQT (Paragraph
97); and,

¢ 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 objec_tive 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.

1. 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
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supply with EQT, if not abated or modified, will have negative impacts on suppliers. Thgse
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.



Appendix J

Respectfully submitted,

=/

Todd S. Stewart

Attorney 1.D. No. 75556

Hawke McKeon & Sniscak LLP
“P.O.Box 1778

100 N. Tenth Street

Harrisburg, PA 17105-1778

Phone: (717) 236-1300

Facsimile: (717) 236-4841

Email: tsstewart@hmslegal.com

Counsel for Dominion Retail, Inc., and
Interstate Gas Supply, Inc.

Dated: September 25, 2013
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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 : Docket Nos. A-2013-2353647
Transfer All of the Issued and Outstanding A-2013-2353649
Limited Liability Company Membership : A-2013-2353651
Interest of Equitable Gas Company, LLCto

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.

STATEMENT OF SNYDER BROTHERS, INC.
IN SUPPORT OF
THE 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 (“Peoples™), its affiliate



Peoples TWP, LLC (“PTWP”), and Equitable Gas Company (“Equitable™) (collectively, “Joint
Applicants™), requesting all necessary approvals authorizing: (1) the transfer of 100% 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, 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 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 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 distribution
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

! Unless otherwise specified herein, all references to “EQT” shall be deemed to also include all of its subsidiaries
and affiliates.



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-17)
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 concerns regarding the proposed transaction,
including, but not limited to, the following:

1. 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 Tarift”).

2. Peoples’ request to transfer numerous transmission and storage assets to EQT’s
affiliate, 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.
IL. 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 systems

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 strategy 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”)
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, and
designated as primary firm points as defined by the Equitrans FERC gas tariff and will not be

subject to interruption by a lower priority status as set forth more fully in that tariff.



€. Peoples and EQT will modify 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.

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
modify AVC system 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 15%.

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 concerning the delivery of gas supplies into AVC receipts points that are fed 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 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 will construct or modify 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’

2012 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
2012 PA PES Funding is insufficient to cover the costs of these facilities, Peoples will 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.

i Other than the release of AVC storage (former Rate ST and ST-SW
storage) to NP-1 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 transaction, the Peoples Division retainage
rates will be adjusted to remove the volumes of fuel that will be recovered on the AVC system.

k. Peoples will assign and release AVC storage to NP-1 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.

1. 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 Péoples’ 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 justify 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.

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-1 suppliers
of the Peoples Division a new service that will allow NP-1 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-1 supplier’s assigned and available storage capacity.

n. Peoples will endeavor, wherever operationally feasible, to utilize locally
produced gas supplies.

0. 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
will (i) identify opportunities to displace gas that is being sourced from interstate pipelines with
local supplies produced into the Peoples Division system; 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.

g Peoples will implement a restructured banking, balancing, and advancing
(“BB&A”) service to allow NP-1 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 sufficient AVC capacity to Snyder Brothers on the
transferred Peoples’ transmission and storage assets, considering producer meters and customer
volumes, for both system supply and off-system transportation. Specifically, through the
Settlement, Peoples agrees that (i) suppliers who have access to AVC system storage will be
provided with sufficient AVC transportation and storage capacity to fill and empty 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-system 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-1 supplier receives an assignment of Peoples’
Equitrans Sunrise pipeline capacity, Peoples will also provide the P-1 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-1 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 Pennsylvania Public Utility Commission approve the foregoing
Joint Petition for Settlement.
Respectfully submitted,

HOPKINS HELTZEL LLP

Dated: T-24—/3 By C k’jﬂ\lQ\

Carl J. Zwick, Esqlire
PA 1LD. No. 306554

100 Meadow Lane, Suite 5
DuBois, PA 15801
Telephone: (814) 375-0300
Facsimile: (814) 375-5035

ci@hopkinsheltzel.com

Counsel for Snyder Brothers, Inc.
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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 in Equitable Gas Company, LLC to PNG
Companies, LLC; (2) to Merge Equitable Gas Company,

LLC with Peoples Natural Gas Company LLC; (3) to : Docket Nos. A-2013-2353647
Transfer Certain Storage and Transmission Assets of : - A-2013-2353649
Peoples Natural Gas Company LLC to Affiliates of EQT A-2103-2353651

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

STATEMENT OF UNITED 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 pfotect its interests
as a current customer on the Equitable Gas Company ("Equitable") and prospective customer on
the combined Peoples Natural Gas Company ("Peoples") system. As noted in U. S. Steel's
Petition to Intervene, U. S.V Steel was primarily concerned 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 thesé 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 c;ptions 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.

Respectfully submitted,

Derrick Price Williamson (Pa. Attorney 1.D. #69274)
Barry A. Naum (Pa. Attorney L.D. #204869)
SPILMAN THOMAS & BATTLE, PLLC

1100 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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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 Company, LLC and PNG Companies,
LLC, (2) to Merge Equitable Gas Company,

LLC with Peoples Natural Gas Company : Docket Nos.

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

A-2013-2353647
A-2013-2353649
A-2013-2353651

STATEMENT OF

PENNSYLVANIA 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 approval 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 1, 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 “conventional” or shallow natural gas and natural gas from



“unconventional” formations for delivery into the pipelines owned or operated by EQT affiliates,
Peoples Natural Gas Company, LLC (Peoples) and Peoples TWP LLC (PTWP),! 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).> 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.® The PA PES program has produced significant
benefits to Peoples and its ratepayers.*

It is undisputed that PFOGA member Pennsylvania conventional natural gas has served a
significant base load function in the Joint Applicants’ provision of least cost gas to their
customers.’ It is clear that there is continuing need for Pennsylvania-produced conventional
natural gas on the Joint Applicants’ systems because of pressure or capacity constraints that
prevent the transportation of the higher pressure unconventional production.® It is also
undisputed — and a driver of the Transaction — that unconventional production from Pennsylvania
and West Virginia will constitute an increasingly significant portion of the Joint Applicants’ least

cost natural gas supply going forward.’

' PIOGA St. No. 1 (D’ Amico) at 1:5-20.

2 PIOGA St. No. 1 at 3:16-4:2; 23:14-22; Jt Applicants St. No. 2 (O’Brien) at 13:12—14:7; Jt Applicants
St. No. 3-R (Dalena) at 4:3-5.

3 PIOGA St. No. 1 at 10:3-11:13.

* PIOGA St. No. 1 at 11:14-12:5.

* PIOGA St. No. 1 at 3:12-16; 7:1-8:3.

® See, e.g., PIOGA Exh. LDD-1, pp. 11, 13.

" PIOGA St. No. 1 at 8:6-22; 22:15-19; see Jt Applicants St. No. 2 at 22:8-12; 22:19-23:6; Jt Applicants
St. No. 3-R at 16:17-19; Jt Applicants St. No. 5-R (Nehr) at 2:7-4:9; 15:22-16:4.



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.® The Settlement resolves
PIOGA’s concerns in a manner PIOGA believes is reasonable under the unique circumstances of
this complex and complicated transaction. The Settlement requires EQT to provide notice not
required by FERC for increases in AVC system operating pressures greater than 15%’ and
additional notice beyond FERC requirements for increases in maximum allowable operating
pressure (MAOP).IO 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,"" first using unspent PA PES project funds,'” which satisfies
PIOGA'’s concerns with respect to these funds.”® The Settlement contains additional provisions
to enhance the throughput of locally produced conventional supplies on the Peoples system
which would otherwise be precluded by capacity constraints by (1) requiring Peoples to identify
alternate opportunities for these deliveries'* and (2) providing for the creation of

interconnections between the Equitable Gas Company and Peoples systems. '

® PIOGA St. No. 1 at 21 :24-22:8; 22:15-23:13; 24:11-14; PIOGA St. No. 1-S at 6:8-8:10; see Jt
Applicants St. No. 3-R 16:4-9, 14-17.

? Settlement, 979(dX(i).

" Settlement, §79(d)(ii).

" Settlement, §79(d)(iii).

"2 Settlement, §79(d)(iv).

' PIOGA St. No. 1 at 21:18-22:8.
1 Settlement, 9s81, 82. |

15 Settlement, §s81, 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,'® delivery points and rates'’ and balancing service.'?
Peoples has also committed to specific measures to enhance retail customer choice on the
Peoples and Equitable Gas systems, including a “new and moving” customer referral program
and improved Purchase of Receivables programs.'® All of these provisions adequately address
PIOGA'’s concerns with respect to marketer operations and retail supply competition post-
Closing.?°

In addition to the provisions addressed above, the Settlement maintains and extends the
benefits of the PA PES program 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.,”! as well as
programs to further promote retail natural gas supply competition on the Peoples and Equitable

Gas systems.?

% Settlement, §s78, 79(£)(i), (ii), 96, 97.
7 Settlement, §579(a)-(c), (e), (F)iii), (g).
18 Settlement, §s80, 84.

19 Settlement, §s88-92.

*PIOGA St. No. | at 24:22-25:2.

*! Settlement, 9s85-87.

?2 Settlement, q717.



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
extremely high lost and unaccounted for gas (LUFG) recovery from PIOGA member producers
on the Goodwin system.” 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 “gross” deliveries®* along with Peoples’ commitment 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.?>

Finally, the Settlement adequately addresses PIOGA’s concern with EQT’s ability to
transfer assets involved in the Transaction among EQT entities®® by EQT’s agreement
concerning the assets to be transferred to Equitable Gas Company.*’ |

The Settlement’s modifications and refinements to the Joint Applicants’ initial proposal,
as described in this Statement and the statements of the other Signatory Parties, are expected to
ensure that the intended substantial affirmative 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. 8

» PIOGA St. No. 1 at 14:6-17:11; 18:1-13; PIOGA St. No. 1-S at 2:1-13; 2:22-6:5.

# Settlement, §94.

% Settlement, §s94, 61 and Appendix C.

 PIOGA St. No. 1 at 18:7-21:2.

?7 Settlement, 99s.

% See, e.g., Jt Applicants St. No. 2 at 2:17-22; 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 matter be approved.

Respectfully submitted,

Lo /WMZ/

KevinJ. qu;(y, Esq.
General Counsel
Pennsylvania Independent Oil & Gas Association
212 Locust Street, Suite 300
Dated: September 17, 2013 Harrisburg, PA 17108-1510




