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FINAL ORDER

BY THE COMMISSION:

On November 10, 2011, the Pennsylvania Public Utility Commission (Commission) issued a Tentative Order in this docket to address the safety and reliability of natural gas pipelines in Pennsylvania.  The Order required each Natural Gas Distribution Company (NGDC) to file an electronic copy of its Distribution Integrity Management Program (DIMP) plan,[footnoteRef:1] and subsequent updates, with the Chief of the Commission’s Gas Safety Division in order to facilitate the Commission’s gas safety inspection program.  The Tentative Order also proposed that NGDCs subject to Section 1307 of the Public Utility Code (Code), 66 Pa.C.S. § 1307(f),  would be required to file Pipeline Replacement and Performance plans (PRP plans) that would include replacement timelines and metrics based on guidelines contained in the Tentative Order.   [1:  The Pipeline and Hazardous Materials Safety Administration (PHMSA) requires NGDCs to have DIMP plans.  49 CFR § 192.1007.  DIMP plans must identify gas distribution system threats, rank and evaluate risks, and implement measures to address risks.] 


The Commission received numerous comments in January 2012.  However, while those comments were under consideration, the General Assembly passed legislation that also addressed utility infrastructure and safety.  On February 14, 2012, Governor Corbett signed into law Act 11 of 2012 (Act 11).  Act 11 amends Chapters 3, 13 and 33 of the Code and, among other things, now allows electric, natural gas and wastewater utilities to petition the Commission for a Distribution System Improvement Charge (DSIC) to allow for the recovery of reasonable and prudently incurred costs related to the repair, improvement and replacement of infrastructure.  Prior to Act 11, only water utilities could utilize a DSIC. The Commission issued a Final Implementation Order regarding Act 11 on August 2, 2012, at Docket No. M-2012-2293611 (Act 11 Final Implementation Order).  

In the Act 11 Final Implementation Order, the Commission explained that to qualify for a DSIC, a utility must submit a Long-term Infrastructure Improvement Plan (LTIIP) to the Commission for approval.  The mandatory elements of a LTIIP are as follows: (1) type/age of eligible property; (2) schedule for repair/replacement; (3) location of eligible property; (4) quantity of property to be improved; (5) projected expenditures and measures to ensure that the plan is cost effective;  and, perhaps most importantly and relevant to our Tentative Order in this matter, (6) the manner in which replacement of aging infrastructure will be accelerated and how the repair, improvement or replacement will maintain safe and reliable service.    

Since soliciting comments on the PRP Tentative Order, proposed LTIIPs have been filed with the Commission by Columbia Gas of Pennsylvania (Columbia), Equitable Gas Company (Equitable), Philadelphia Gas Works (PGW), PECO Energy Company – Gas Division (PECO), Peoples Natural Gas and Peoples TWP, LLC (collectively, the Peoples Companies), as part of (or in anticipation of) an application to implement a DSIC charge.[footnoteRef:2]  Consistent with the requirements enumerated above, each LTIIP has identified a proposed schedule for the retirement or replacement of cast iron and bare steel mains.  Separately, UGI Utilities, Inc. – Gas Division, UGI Penn Natural Gas and UGI Central Penn Gas (collectively, the UGI Companies) will be accelerating the replacement of at-risk infrastructure as a condition of a settlement reached with the Commission’s Bureau of Investigation and Enforcement to resolve a complaint filed following a February 11, 2011 natural gas explosion in Allentown (Allentown Settlement).[footnoteRef:3]  Thus, National Fuel Gas Distribution Corporation (NFG) is the only large NGDC that has not provided an accelerated infrastructure replacement plan to the Commission; NFG, however, has filed its DIMP plan in accordance with the Tentative Order.  It also bears mentioning that NFG’s distribution system does not contain any cast iron mains.   [2:  Petition of Columbia Gas of Pennsylvania, Inc., Docket P-2012-2233282; Petition of Philadelphia Gas Works, P-2012-2337737; Petition of Equitable Gas Company, LLC, P-2013-2342745; Petition of Peoples Natural Gas, P-2013-2344596; Petition of Peoples TWP, LLC, P-2013- 2344595; Petition of PECO Energy Company, P-2013-]  [3:  Pennsylvania Public Utility Commission, Bureau of Investigation and Enforcement v. UGI Utilities, Inc., Docket C-2012-2308997 (Order entered February 19, 2013; settlement accepted February 25, 2013).] 


Under Section 501 of the Public Utility Code, 66 Pa.C.S. § 501, the Commission has broad authority to enforce the Code and supervise public utilities.  More specifically, under Section 1501, the Commission has enforcement authority and a statutory mandate to ensure the provision of adequate, safe and reliable utility service.  66 Pa.C.S. § 1501.  In addition, the Commission has the necessary statutory authority to direct public utilities to file reports on any matter within its jurisdiction pursuant to Sections 501, 504, 505 and 506 of the Code.  66 Pa.C.S. §§ 501, 504, 505 and 506.  Accordingly, the requirement to file PRP plans and DIMP plans regarding natural gas pipeline safety falls within the scope of this statutory authority.
  
However, a preliminary review of recent LTIIP filings at the Commission makes clear that many NGDCs are utilizing the tools available under Act 11 to facilitate replacement of aging infrastructure.  As noted, Columbia, Equitable, PGW, PECO, and the Peoples Companies have filed proposed LTIIPs with the Commission.  While the Act 11 Implementation Order only required LTIIPs to include a five- or ten-year term, the NGDCs have accepted our suggestion to include a long-term replacement schedule for all of their cast iron and bare steel mains.  The following schedules have been proposed in the LTIIPs:

· Columbia intends to retire or replace all cast iron and bare steel mains within seventeen years.
· PGW intends to retire or replace all its higher risk (e.g. high-pressure) cast iron mains within ten years and all low- and intermediate-pressure cast iron mains within fifty years.  PGW’s distribution system contains no bare steel mains.
· Equitable intends to replace all small-diameter cast iron mains by 2017.  All remaining cast iron main would be replaced within nine years.  Bare steel mains will be retired or replaced consistent with its DIMP plan.
· Peoples Natural Gas Company indicated that it has completed the replacement or retirement of all cast iron mains.  It plans to replace all bare steel mains over a twenty-year period.  Its affiliate Peoples TWP has no cast iron mains, and plans to replace its bare steel mains over a twenty-year period.[footnoteRef:4] [4:  We note that Peoples Natural Gas Company announced, on December 20, 2012, its intention to purchase Equitable’s distribution assets.  Peoples Natural Gas Company has stated that it intends to streamline the operations of both companies, especially given the significant geographic overlap of the systems.  Should the Commission find this purchase to be in the public interest, the pipeline replacement and retirement timelines identified for both the Peoples Companies and Equitable may be reduced. ] 

· PECO intends to replace all bare steel services and all high-risk (as established in its DIMP plan) cast iron mains and services within ten years.  It intends to replace all remaining cast iron and bare steel mains within thirty years.
	Given the scope of these proposals, combined with the Commission’s approval of and UGI Companies’ acceptance of the Allentown Settlement, we find that it is not necessary to establish a separate statewide PRP plan filing requirement at this time.   While we are not evaluating the merits of the currently pending LTIIPs, we note that these proposals appear to represent a significant acceleration of the companies’ plans that were in place prior to beginning of this proceeding.  Also, it appears that the proposed LTIIPs may be consistent with our recommendation to prioritize the replacement of high-risk pipe, as determined through each NGDC’s respective DIMP plan.  

	Accordingly, establishing a separate PRP plan filing process at this time appears to be duplicative and an inefficient use of company and Commission resources, as the goals of the PRP administrative scheme are likely to be met within the Act 11 DSIC regulatory scheme, except for the UGI Companies and NFG.  However, the UGI Companies’ Allentown Settlement that requires replacement of high-risk pipe is functionally consistent with a LTIIP; NFG will be addressed below.  Note that although the Commission believes that the PRP administrative scheme need not be pursued at this time, the Commission will not hesitate to order additional actions if we later find it to be necessary to safeguard the public.

NFG’s Distribution System
	NFG is not eligible to file for approval of a DSIC at this time, as its last base rate case was adjudicated in 2006.[footnoteRef:5]   NFG provides natural gas service to approximately 216,000 residential, commercial, and industrial customers in Pennsylvania.  NFG operates and maintains more than 4,900 miles of distribution pipelines in Pennsylvania.   [5:  A DSIC Petition may not be submitted unless a base rate case has been filed within the preceding five years. 66 Pa.C.S. §1353(b)(5).] 


	NFG’s DIMP plan, prepared pursuant to 49 CFR § 192.1007, indicates that it has already replaced all of its cast iron mains and sets forth a replacement schedule for its bare steel mains.  NFG’s DIMP plan has been provided to the Commission and is currently under staff review.  If, upon review, changes are believed to be necessary to ensure safe, adequate and reliable service, the Commission will set forth those proposed changes via tentative order.  If the changes are accepted, the tentative order will become final and enforceable.  If NFG does not accept the changes, the matter will be referred to the Office of Administrative Law Judge (OALJ) for hearing and decision.   Lastly, if NFG files a base rate case in the near future, we strongly encourage them to submit an LTIIP at that time.

Additional Data and Standards Related to Distribution System Safety
While the PRP administrative scheme is no longer necessary, the guidelines did call for NGDCs to provide a description of each NGDC’s plan to address:  damage prevention, corrosion control, emergency response times, and identification of critical valves.  The Commission will seek this information as needed in the context of each NGDC’s LTIIP filing and in our review of NFG’s and UGI Companies’ DIMP plans, pursuant to our authority under Sections 501, 504, 505 and 506 of the Public Utility Code.  66 Pa.C.S. §§ 501, 504, 505 and 506.   However, in the longer term, the Commission intends to initiate a proposed rulemaking proceeding to establish standards and metrics in each of these areas to further enhance the safety, adequacy and reliability of natural gas distribution systems in Pennsylvania.  

Given the age of the existing gas infrastructure, the Commission will continue to prioritize gas system safety and reliability.  Based upon the LTIIP filings and the UGI Companies’ Settlement, the Commission anticipates an increase in the annual replacement rate of at-risk gas pipe throughout Pennsylvania.  Accordingly, the establishment of a separate PRP plan administrative scheme is no longer necessary at this time, and this docket shall be closed.   

THEREFORE; 


	IT IS ORDERED:
	
1. The Commission staff will continue and complete its review of NFG’s Distribution Integrity Management Program plan within 120 days of the entry date of this Order.  If the plan is deemed to be inadequate to ensure safe, adequate and reliable natural gas service, the Commission will issue a tentative order with proposed changes to the plan for public comment.  
2. [bookmark: _GoBack][image: ]That this docket be marked closed.
BY THE COMMISSION



Rosemary Chiavetta
Secretary



(SEAL)

ORDER ADOPTED:  February 28, 2013

ORDER ENTERED:  February 28, 2013
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