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Peoples TWP LLC
$ Exhibit VI.II

RR 24. Please provide a description of each employee benefit program or plan.

r&{<:fi**.**{<****{<*

Refer to the following attachments.

l. 201I Benefits Enrollment Guide

2. Peoples TWP LLC Retiree Medical Plan for salaried employees hired prior to
June 1, 2002 and at least 55 years ofage on June 1,2012.
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2012 BENEFITS ENROLLMENT GUIDE
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@uida to Your 2012 Flexlble Benetlte

Maximizing the value of your PTWP benefits

starts with a partnership between PTWP and

you. PTWP has put together a benefits package

that:

o ls competitive with other employers in the

industry,

. Supports good health and access to good

healthcare,

. Gives you flexibility to choose the options

that best meetthe changing needs ofyou

and your family, and

o Protects your financial security,

This guide has been provided to help you make

the important decision of which benefits to

choose, lt Includes:

o An overview of the benefit options you can

select, and

. Tips to help you be a befter healthcare

c0nsumer.

Before enrollment, thoroughly review this guide

and explore the tools and resources availabb,

Take time to identify the best benefit choices for

you and your family.

Your Once-a-Year Opportunity to Make

Choices

Whether you are enrolling as part of annual open

enrollment or as a new employee at PTWP, your

benefit choices are important, This is your only

opportunity to make your benefit elections for you

and your family. IRS regulations concerning

changes to pre{ax plans allow you to change

your coverage during the calendar year only if

certain life events occur, lf you do experience a

qualifying life event and wish to make changes to

your benefit elections, you must do so within 31

days of the life event,

You have decisions to make about:

. Medicalcoverage

o Dental coverage

o Vision coverage

. Employee Life Insurance

. Dependent Life Insurance

o Long-Term Disability Insurance

o Dependents

o Beneficiaries
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Eligibility and Enrollment

Eligibility
Regular, full-time and part-time employees

who are scheduled to work at least 1,000

hours during the year are eligible to enroll for

benefit coverage.

Dependents

You may also enroll your eligible dependents

in many of these coverages. Your eligible

dependents are:

o Spouse or domestic partner

o Children (defined as your natural

children, legally adopted children,

children placed with you for legal

adoption, and stepchildren):

- up to age 26 regardless of

student status, residency or

maritalstatus.

o Mentally or physically disabled children,

regardless of age, who are dependent on

you for their support, provided they

became disabled before age 26.

Domestic Partner

You may also enroll your domestic partner

on an after-tax basis, Domestic partners are

eligible for medical, dentaland vision

benefits, and you pay the full cost of

coverage for your domestic partner. You

may cover a domestic partner if both you and

your domestic partner are:

. 18 years of age or older;

. unmarried;

. the sole domestic partner of the other

person and have been so for the

immediately preceding 12 months;

o sharing a primary residence for the

immediately preceding 12 months; and

o not related in a manner that would bar

your maniage under applicable state law,

Coverage Dates

The PTWP coverage options you select will

be in effect for the entire calendar year, as

long as you remain employed by PTWP in an

eligible category. Coverage for benefits

begins on:

. Your employment date,

o Janu?U 1 for annualopen enrollment

changes, or

. A qualifying life event change date,
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Making Benefit Changes During the Year

You may make changes in your coverage only

during open enrollment, unless you have a

qualifying life event. Some examples of

qualifying life events include:

o Marriage or divorce

o Birth or adoption

o Satisfying or ceasing to satisfy dependent

elig ibility req uirements

o Death ofa dependent

o Changes in employment status that cause a

gain or loss of eligibility under your PTWP

coverage or your spouse's or domestic

partneds employer coverage

Exhibit Vl.ll.RR.24
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lf you experience a qualifying life event, you must

submit benefit changes within 31 days of the

event,

Making Good Choices

Making the best choices begins by evaluating

your medical, dental and vision options. You

should always keep in mind that using the

Flexible Spending Accounts can save you money

by providing a tax advantage when you use the

account to pay for eligible expenses that the

medical, dental and vision plans don't cover.

Thinking about how to use these options to your

advantage is the key, Select those options that

can work best for you,
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frledleal Gowrage

To help protect you and your family against

significant costs in the event of injury or illness,

PTWP offers medical benefits. You also have

the option of waiving medical coverage and

receiving a $100 per month payment if you can

document coverage under another external

program, lf you are able to choose to elect

husband/wife or family coverage with another

PTWP employee, you will be eligible for the

premium waiver payment.

The medicalplan option provided to you is a

Prefened Provider Organization (PPO). A PPO

allows you to choose between network care and

out-of-network care each time care is needed,

Using network care gives you the advantage of

discounted network costs. For out-of-network

services you are paying the full cost of care and

only amounts up to allowable costs count toward

your deductible,

Managing Your Healthcare

Managing your health and your medical care

costs involves:

o Taking care of yourself including everything

from diet and exercise to preventive care that

can help detect and treat emerging heath

issues early.

. Understanding how your medical plan works

so you can use your plan benefits well,

Preventive Gare

The PTWP medical plan emphasizes the

importance of preventive care and overall

wellness, Exams and tests can help identify

problems early. When you and your family

members take advantage of the plan's preventive

care benefits through regular exams and other

wellness services, you can keep more serious

problems from developing. This can save time,

money and worry,,, and most importantly, help

you feel your best.

A Brief Definition of Terms

Copayment - Your share of the cost for covered

services. This can be a percentage of the cost

or a specific dollar amount.

Deductible - The amount you pay for covered

services each calendar year before most plan

benefits begin except for services where

deductibles do not apply.

Out-of-Pocket Maximum - The most you will

have to pay each calendar year for covered

services before the plan begins to pay 100% of

covered expenses, This does not include

certain expenses such as deductibles and

copayments.

Brand-Name Drugs - Drugs that are

manufactured and marketed under a product

name by a pharmaceutical company,

Generic Drugs - Drugs that have the same

chemical compounds as brand-name drugs

and meet the same quality and safety

standards.

The summary on the following pages provides an

overview of the key features of our medical plan.
*Please note that the deductibles and outof-
pocket maximums for 2012 have been prorated

based on an 8-month plan year,*
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Summary of Custom Benefits
Active Employee
With your PPO, or Preferred Provider Organization, if you receive services from a provider who is in the PPO network, you'll receive the highest
level ofbenefits. Ifyou receive services from a provider who is not in the PPO networh you'll receive the lower level ofbenefits. In either case,
you coordinate your own care. There is no requirement to select a Primary Care Physician (PCP) to coordinate your care. Below are specific benefit
levels that apply during your benefit period.

Benefit Network Out-of-Network
Benefit Periodrn Calendar Year

Deductible (per benefit period)
Individual
Family

$140

$281

Plan Payment Level - Based on the provider's
reasonable charee fPRC)

90o/o after deductible 70o/o after deductible

Out-of-Pocket Maximums (Once met plan
payment level becomes 1007o)
(Out of pocket maximum cross apply between
in and out ofnetwork)

Individual
Familv

$616

$ I,231
$1,184

$2,367

Autism Spectrum Disorders (ASD)
Maximum (oer oerson)(2)

$36,000/benefit period

Lifetime Maximum (per person) Unlimited

Pilmary Care Physician Oflice Visits 100% after $15 copayment 70o/o after deductible

Soecialist OIIice Visits 100% after $25 copayment 70o/o after deductible

Preventive Care(l)
Rouline Adult

Phvsical exams 100% (deducfible does not apply) 70% after deductible

Adult immunizations 00% (deductible does not apply) 70% after deductible

Colorectal cancer screenins 00% (deductible does not apply) 70% after deductible

Routine gynecological exams, including a
Pao Test

l00o/o (deductible does not apply) 70% (deductible does not apply)

Mammograms, annual routine and
medicallv necessarv

100% (deductible does not apply) 70% after deductible

Dinmnqfic seruices and nrocedrrres 100% (deductible does not apply) 7oo/o after deductible

Routine Pediatric
Phvsical exams 100% (deductible does not apply) 70o/o after deductible

Pediafric immrrnizafions 100% (deductible does not apply) 70olo (deductible does not apply)

Diasnostic services and orocedures 100% (deductible does not apply) 70%o after deductible

Emergency Room Services 907o after deductible

Spinal Manipulations 90o/o after deductible 70o/o after deductible

Limit $500 per person

Physical Medicine 90o/o aftet deductible 70o/o after deductible

Speech Therapy 90o/o after deductible 70o/o after deductible

Occupational Therrpy 90o/o aftet deductible 70o/o after deductible

Allergr Extracts and Injections 90o/o after deductible 70olo after deductible

Ambulance 907o after network deductible

Applied Behavior Anelysis for ASDlzy 90o/o zfrer deductible 70% after deductible

Assisted Fertilization Procedures Not Covered

Dental Services Related to Accidental Iniury 90%o after deductible 70o/o after deductible

Diabetes Treatment 90o/o after deductible 70olo after deductible
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Diagnostic Services

Advanced Imaging (MRI, CAT, PET scan,
elc I

90o/o after deductible 70o/o after deductible

Basic Diagnostic Semices (standard imaging,
diagnostic medical, lab/pathology, allergy
testins)

90o/o rfter deductible 70%o after deductible

Durable Medical Equipment, Orthotics and
Prosthetics

90% after deductible

Enteral Formuloe 90% (deductible does not apply) 70% (deductible does not apply)

Home Infusion Therapy 90%o after network deductible

Home Health Care 90o/" after deductible 70% after deductible

Hospice 90o/o zfter deductible 70o/o after deductible

Hospital Services

Inpatient 90o/o after deductible 707o after deductible

Outpatient 90o/o after deductible 70o/o after deductible

Infertility Counseling, Testing and
Treatment(4)

90o/o aftet deductible 70o/o after deductible

Maternity (facility & professional services) 90% after deductible 10o/o after deductible

MedicaUSurgical Expenses (except oflice
visits)

90o/o after deductible 70% after deductible

Mental Health
Inpatient 90%o after deductible 70o/o after deductible

Outpatient 90o/o aftet deductible 70o/o after deductible

Private Duty Nursing 90%o after network deductible

Respiratory Therapy 90olo after network deductible

Skilled Nursing Facility Care 90o/o after deductible 70o/o after deductible

Substance Abuse
Inpatient Detoxifi cation 90o/o after deductible 70o/o after deductible

Inpatient Rehabilitation 90o/o after deductible 70o/o after deductible

Outoatient 90o/o after deductible 70o/o after deductible

Therapy Services (Cardiac Rehab, Infusion
Therapy, Chemotherapy, Radiation Therapy
and T)ialvsis\

90o/o after deductible 70%o after deductible

Transolant Seruices 90o/o after deductible 70o/o after deductible

Precertifi cation Requirements(s) Yes

Prescription Drug Ded uctible
Individual
Familv

None

None

Premier Prescription Drug Program
Mandatory Generic(6)
DeJined by Premier Pharmacy Network - Not
Physician Network PresuiptionsJilled at a
non-network pharmacy are not covered.

$345 per individuall$690 per family Out of Pocket Maximum

Retail Drugs (31-/60-/90-day Supply)
Plan pays 80%o per generic

Plan pays 80% per brand

Maintenance Drugs through Mail Order (90-day Supply)

Plan pays 80o/o per generic

Plan pays 80% per brand
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PTWP offers a dental plan administered by

MetLife that covers:

o Diagnostic and preventive care, such as

exams, cleanings and x-rays, and

o Basic restorative and major services, such as

fillings, crowns and dentures,

Under the dental plan you can choose between

network carc and out{f-netlrcrk care each time

care is needed. Using netunrk care gives you

the advantage of discounted network costs.

The summary on the bllowing pages provides an

overview of the key features of our dental plan,

10
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Metlifeo Dental Benefits

Bcncflt Summaty
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r I Metlifeo Dental Benefits
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The vision plan provides coverage for routine eye

exams, lenses (including contact lenses) and

frames, or prescription safety glasses (in lieu of

routine eyewear) from any vision provider of the

Highmark Davis Vision netu/ork of providers,

Under the vision plan you can choose between

network care and out-of-network care each time

care is needed, Using network care gives you

the advantage of discounted network costs. lf
you choose to use an out-of-network provider,

you must pay the provider directly for all charges

and then submit a claim form.

The summary on the following page provides an

overview of the key features of our vision plan.

'14
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Summary of Designer Advantage Benefits Witness: Lynda W.
PTWP Neturrl Grs

(1) lfyou provider, l,ou must pay the provlder directly for all charges reimbu6ement.
(2) Eliglbility will be detemined from the date of the last slmllar serulce paid under thls program, or any other Highmark vlsion prctnm for this grcup.
(3) Includes glass, plastic or oversized lenses.

price will not be refunded.
(5) Discounted member price waived for moncular patients and patients with prescriptions +/- 5.00 diopteE or geater.
(6) Contact lenses can be worn by most people. Once the contact lens option ls selected and the lenses fitted, they may not be exchanted for eyeglasses.(

BENEFIT NETWORK

OUT-OF-NETWORK

REIMBURSEMENillI
FREQUENCY*'

Eye examination (including dilation, as professionally indicated)
Eyeglass lenses

Frames

Contact lenses (in lieu of eveslass lensesl

Once every calendar year
Once every calendar year

Once every other calendar year

Once every calendar vear
EYE EXAMI[{ATION (lncludlng dllatlon as grofessionallv Indlcatedl Covered In Full Uo to S55 allowance
FRAMES

Fashion level frames from 'The Collection"
Designer level frames from 'The Collection"
Premier level frames from 'The Collection"
Retail allowance towards a provide/s frame

Covered ln Full

Covered ln Full

$25 copayment
UD to S80 allowance Uo to 565 allowance

STANDARO EYEGLASS IENSES"' (per palr)
Single vision
Bifocal
Trifocal
Lenticular

Covered
Covered
Covered
Covered

n Full

n Full

n Full

n Full

Up to 560 allowance
Up to S80 allowance
Up to 5100 allowance
Up to 5120 allowance

OPTIONAI FTEGLASS LENSES (per palr!
Standard progressive lenses(o)

Prem ium progressive lenses(o)

Glass Grey #3 prescription sunglasses

Polycarbonate lenses

nduds)
Dependent children

Single vision Polycarbonate lenses (in lieu of single vision
eveElass lensesl

550 discounted price

$90 discounted price

Covered ln Full

S30 discounted price

Covered ln Full

Not Covered
Not Covered
Not Covered

Not Covered

Not Covered

Bifocal Polvcarbonate lenses {in lieu of bifocal eveglass lenses) Covered ln Full Not Covered
Trifocal Polvcarbonate lenses (in lieu oftrifocal eveslass lensesl Covered ln Full Not Covered

Blended segment lenses

lntermediate vision lenses

Glass photochromic lenses

Plastic photosensitive lenses

High-index (thinner and lighter) lenses

Polarized lenses

S20 discounted price

S30 discounted price

S20 discounted price

S65 discounted price

S55 discounted price

575 discounted price

Not Covered
Not Covered
Not Covered
Not Covered
Not Covered
Not Covered

OPTIONAT EYEGTASS IENS COATINGSfiREATMENTS
Fashion, sun or gradient tinted plastic lenses

Ultraviolet Coating
Scratch-resistant coating
Sta nda rd ARC (anti-reflective coating)
Premium ARC (a nti-reflective coating)
Ultra ARC (anti-reflective coating)

Covered ln Full

S12 discounted price

S20 discounted price

S35 discounted price

S48 discounted price

S60 discounted price

Not Covered
Not Covered
Not Covered
Not Covered
Not Covered
Not Covered

CONTACI LENSES'"'(in lieu of eyeglass lenses-per pair or initial
supply of disposable contact lenses)

Contact lens evaluation and fitting

Standard daily wear contact lenses

Specialty contact lenses

Disposable contact lenses

Medically necessary contact lenses (prior approval required)

Not Covered

Up to 5110 allowance
Up to 5110 allowance
Up to 5110 allowance

Covered ln Full

Not Covered

Up to 5100 allowance
Up to 5100 allowance
Up to 5100 allowance
Up to 5225 allowance

low vrsroN sERvrcEs
Evaluation - one visit every 5 years (prior approval required)
Follow-up visits-up to four follow-up visits every 5 years

Low vision aids

Up to $300 allowance per visit
Up to 5100 allowance per visit

Up to 5500 allowance per aid/S1,200 allowance lifetime maximum

15
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Long{erm disability (LTD) coverage provides

financial protection in the event you cannot work

for a long period of time because of an accident

or personal illness. The LTD plan pays you a

monthly benefit for as long as you are disabled,

as defined by the plan, beginning after you have

been continuously disabled for at least 180 days

and continuing up to age 65, unless you recover.

You automatically receive LTD coverage in the

amount of 60% of your normal monthly earnings

at no cost to you.

PTWP utilizes the IRS Ruling 2004-55 for

taxability of the LTD benefit. This provision of the

tax code allows you to decide whether you want

the premium for the coverage to be taxed (post-

tax) or the amount of the LTD benefit to be taxed

(pre-tax). You must choose one of the following

two options for tax treatment of your benefit.

o Posttax: The premium for this coverage is

included on your W-2 as taxable income, and

you would receive the LTD benefit at the time

of disability on a tax free basis.

. Pre-tax: The premium for the cost of

coverage is not included on your W-2 as

taxable income, and at the time of disability

you would be responsible for paying taxes on

the benefit payment,

Exhibit Vl.ll.RR.24
Page 16 of 18

Witness: Lynda W. Petrichevich

For example, if your monthly base pay was

$4,000, you're LTD benefit amount would be

60% or $2,400. The cost of insurance for this

amount of coverage would be approximately

$2.61 per month. lf you choose the post-tax

treatment the monthly cost of insurance, in this

case $2.61 per month, would be added to your

W-2 as taxable income, lf you choose the pre-

tax treatment, the cost of insurance would not be

added to your W-2 as taxable income, However,

if you were to become disabled and receive LTD

benefits, in this case $2,400 per month, the

benefit paid to you would be taxable income.

Long Term Disability lnsurance

't6
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LIfu/AD&D Insuranee

To provide financial protection for you and your Dependent Life Insurance
family, PTWP provides basic life and accidental you may elect life insurance separately for your

death and dismemberment (AD&D) insurance spouse and for your dependent children, You
coverage for you equal to your annual base pay are automatically the beneficiary for dependent
(rounded to the next $1,000) up to a maximum of life insurance benefits.

$750,000, You do not need to enroll for this

coverage' For your spouse you can select coverage of

$5,000 to $250,000 in $5,000 increments, up to
You may also purchase optional life/AD&D 100% of your total coverage amount.

insurance coverage for yourself on an after-tax

basis of one to four times your annual base pay For your children you can select coverage of
(rounded to the next $1,000) up to a maximum of $2,500, $5,000, $7,500 or $10,000 which covers

$750,000' all your eligible chibren, Dependent children are

ages from 15 days to 19 years old, or 25 years

The maximum amount of life/AD&D insurance old if a child is a full-time student.

coverage you may have is $1,500,000.

Costs for optional life insurance are based on

your age, Enrollment in optional life/AD&D

insurance coverage is available without providing

a Statement of Health form as long as you are

enrolling for coverage only one increment more

than your current coverage, and you are

requesting less than $300,000 in coverage, lf
you do not meet these conditions, you will need

to provide additional medical information by

completing a Statement of Health form.
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RETIREE MEDICAT BENEFITS- PTWP SATARIED

Eligibility -

. Full-time employees hired prior to June t,2002

. At feast 55 years ofage on June7,2Ot2
o Minimum retirement age of 50

PlanType -

r Same medical plan as active employees until age 65

o No post-65 coverage

Dependent Coveroge -

o Eligible dependents may participate in the plan if covered at the time of the employee's

retirement.
o After the death of the retiree, spouse coverage continues to age 65.

Retiree Contributions -

o 25% of totalpremium

Eligibility -

o Full-time employees hired on or after June 1, 2002, or less than 55 years of age on June 7,2O!2
o Retirement no earlier than age 58

o Minimum 3 years of service

PlonType -

o Retirement MedicalAccount (RMA)

o $6,500 for each year of service between ages 45-65 (maximum 20 years)

o Pre-sale T.W. Phillips service will count towards eligibility

o RMA is credited with interest based on 3O-year Treasury rates

o RMA can be used to pay medical premiums and out-of-pocket expenses incurred after

retirement

Dependent Coveroge -

o Eligible dependents can receive 90% of the value of the RMA

18
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Peoples TWP LLC
$ Exhibit VI.II

RR 25. Please provide a description of the Company's merit and cost of living wage
rate increase policies.

* :t * rlr {€ rl. !t ri l. * * * :f t<

Bargaining unit wage increases are set by the collective bargaining agreement. Please
refer to attachment for salaried merit increases. There are no cost of living wage rate
increases.
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Peoples TWP
2012 Merit Program Guidelines

Management Summary

Kev Features

o The budget for the 2012Merit Program for all non-union employees, management and non-
management, is 4.0o/o of the base salaries of eligible employees. Note: This is an exception
to the Peoples Natural Gas budgeted merit increase of 3% to specifically address the lower
(nerage compa-ratios offemales in the Peoples TWP organization.

o Performance reviews were required for all employees. Merit increases will not be processed
in the absence of a written, signed performance evaluation for the affected employee. (Note:
exclusion for post l0lllll hires who receive new-hire performance evaluations).

o The Merit Increase Guideline matrix is included to provide managers with pay increase
guidelines based on employees'performance and position in the salary ranges.

o Merit increases will be effective the beginning of the pay period closest to March 1,2012.
Semi-monthly Paid Employees - llll20l2

o Communication of merit increases to employees can begin upon executive department head
approval, but no earlier than March 1.

Merit Budeet

o Merit lump sums are included as part of the merit budget.

o An automatic 2Yoincrease is noted for employees hired between IDMl E l/l/12. These
increases are factored into the merit budget.

o Merit dollars are allocated to departments based on current base salaries and current
department headcount.

o The merit budget is shown on the department merit spreadsheet which will be provided by
HR.

Individual Merit Pav Decisions

There is no standard merit increase that should be given to eligible employees. The
"appropriate" increase is determined by management considering overall department merit
budget and the attached merit increase grid that combines performance with compa-ratio
considerations. There are two merit increase grids due to the difference in salary range "spreads"
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between Grades 4-I4 and Grades 15 and higher. Your merit increase spreadsheet will include
the salary grade for each employee.

o Performance

otherfactors being equal, an employee whose perfonnance consistently exceeds
expectations should generally receive a larger increase than one whose performance
meets expectations. Merit increases should be used over time to foster differences in the
level of pay between employees within the same or similar jobs to reflect relative
performance, contribution, and value to the organization. In other words, over time, the
salary of on employee whose performance consistently exceeds expectations should be
higher than the salary of another employee in the same joh whose performance
co nsisle ntly meet s exp ect at io n s.

Y An employee who receives a "Needs fmprovement" rating may or may not receive a
meril increasa Employees with NI ratings should only receive an increase if they are
new in their position, exceptionally low in the salary range or for other extenuating
circumstances. The responsible manager should work with HR to develop a Performance
Development Plan to assist the employee with meeting expectations going forward and
setting a schedule for quarterly performance evaluations.

) Merit awards provide the primary means by which management can appropriately align
individual pay relative to external market pay and intemal pay relationships.

D Managers should strive to align performance and individual pay by taking into
consideration factors such as position in range, contribution level, differences in specific
job duties and responsibilities, employee's salary in relation to the job's worth and
special retention or market concerns.

o Position in Range (Compa-Ratio) - The compa-ratio is an indicator of where the
employee's salary falls within the salary range for a job and is used to help management
determine if employees are paid at appropriate levels within their ranges. The compa-ratio is
calculated by dividing the actual pay rate by the "mid-point" of the pay range as shown
below:

ComPa-Ratio : 1$1!4!$!g;g
id-Point

This ratio compares an individual's actual pay level to the salary range mid-point. A compa-
ratio can be calculated for an individual, a group, a department, or an entire organization. An
employee may be above or below the mid-point for many reasons (i.e.,years in position, level
of experience, performance, etc.). If management feels an employee's compa-ratio is in line
with his/her level of contribution, a lower merit increase should be recommended. Likewise,
it may be appropriate for an employee with a very low compa-ratio to receive a larger than
average base pay increase.
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employeers base pay, even if the resulting salary exceeds the maximum for the range.

Merit Lumn Sums

When an employee's salary reaches the range maximum, the employee must receive the
equivalent of his/her merit increase in the form of a one-time lump sum payment. Lump-sums
are only permitted for employees identified as "red-lined" on the merit spreadsheet.

Merit lump sum awards are:

o Included in the employee's regular paycheck, identified as a separate line item.
o Subject to applicable federal and state tax withholding based on the employee's established

W-4 elections.
o Eligible for Savings Plan deductions and associated company match.
o Included in the definition of final average eamings for retirement plan calculations.
o Included in Plan Compensation under the Annual Incentive Plan.
o Considered part of the merit budget.

Elisibilitv

Eligible

o Active, full-time and part-time (none currently) non-union employees of Peoples Natural Gas
are eligible for merit awards. Employees hired between 10/l/l I and3llll2 will receive an
automatic 2%o inqease. Exceptions are listed in the 'Not Eligible" section below.

Not Eligible

o Employees in the following classifications are not eligible for merit base pay increases
and/or merit lump sums.

D Retired
) Disabled (LTD recipients)
) Terminated (prior to merit effective date)
) Union-represented employees
D Temporary employees
) Contractors
) Student employees (Co-ops, Interns and Student Workers)
) Employees on Leave of Absence (except for Military Leave/Furlough or FMLA)

ds

Merit awards must be approved by Executives/Department Heads before management
communicates this information to individual employees. Approval is expected by 3lll20l2with
distribution of individual merit worksheets issued to Managers for each employee. Carolyn
McKinney, VP Human Resources will communicate to management when merit awards have
been approved.
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Merit Increase Guidelines

2012 MER|T TNCREASE MATRTX (PAY GRADES 15 AND HTGHER)

2012 MERTT TNCREASE MATRTX (PAY GRADES 4 THROUGH 14)

5.5o/o -7.5o/o 5.0% -7.0Yo 4.5o/o - 6.5Yo

3.0o/o - 5.0% 2.5% -4.5% 2.0o/o - 4.0o/o 0.0o/o - 3.0o/o

5.5To -7.SYo 5.0% -7.0o/o 4.5o/o - 6.50/o

3.0o/o - 5.0o/o 2s% -4s% 2.0o/o - 4.0o/o 0.0% - 3.0o/o
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Peoples Natural Gas & Peoples TWP
2013 Merit Program Guidelines

Management Summary

Kev Features

o The budget for the 2013 Merit Program for all non-union employees, management and non-
management, is 3.0%o of the base salaries of eligible employees, (see exceptions below.

o Performance reviews were required for all employees. Merit increases will not be processed
in the absence of a written, signed performance evaluation for the affected employee. (Note:
exclusion for post l0llll2 hires who receive new-hire performance evaluations).

o The Merit Increase Guideline matrix is included to provide managers with pay increase
guidelines based on employees'performance and position in the salary ranges.

o Merit increases will be effective the beginning of the pay period closest to March 1,2013.
BiWeekly Paid Employees - 3/312013
Monthly Paid Employees - 3/l/2013

o Communication of merit increases to employees can begin upon executive department head
approval, but no earlier than March 1.

o The 2013 salary ranges have been adjusted by 2%. Employees whose salary was below the
minimum of the new salary range have already been increased to the minimum of the 2013
salary range on March 1,2013, prior to the merit increase.

Merit Budset

o Merit lump sums are included as part of the merit budget.

o An automatic 2%o increase is noted for employees hired between I0llll2 & I/l/13. These
increases are factored into the merit budget.

o Increases for recent promotions are already factored into the spreadsheet with the exception
of employees moving from Non-Exempt to Exempt positions in which case HR will notify
you directly and work on manual adjustments.

o Merit dollars are allocated to departments based on current base salaries and current
department headcount.

o The merit budget is shown on the department specific merit spreadsheet. The market
supports average increases of 3%o. However, in order to address some intemal equity issues,
some departments have higher merit budgets. Here's how merit budgets are allocated:
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If the department average compa-ratio is at 100% or above, the merit increase budget is
3%.

If the department average compa-ratio is:

- Between 95%-100%; merit increose budget is 3.25%.
- Between 90%-95%; merit increase budget is 3.5%
- Less than 90o%; merit increase budget is 3.75%

The additional merit budget is intended to address specific issues, for M or EE performers
only,such as:

- Inequities between employees in similar positions that have similar experience.
- Employees that have 5+ years of experience in their current jobs but where compa-

ratio is less than 95?6.
- Potential gender inequities where afemale with M or EE performance might be

substantially lower than a male in the same positionwith comparable experience.
- Many exceptions will apply to PTWP employees os we identified that overall overage

compa-ratio at PTWP is significantly lower (94%o) than that of PNG (102%o).

The additional merit budget, if required, is already included in your merit spreadsheets.
While use of the fully allotted merit increase budget is not required, all merit increase
recommendations will be reviewed by HR to ensure that inequities are adequately being
addressed

Individual Merit Pav Decisions

There is no standard merit increase that should be given to eligible employees. The
"appropriate" increase is determined by management considering overall department merit
budget and the attached merit increase grid that combines performance with compa-ratio
considerations. There are two merit increase grids due to the difference in salary range "spreads"
between Grades 4-14 and, Grades 15 and higher. Your merit increase spreadsheet will include
the salary grade for each employee.

o Performance

Merit increase amounts generally should correlate with performance ratings. That is, all
otherfactors being equal, an employee whose performance consistently exceeds
expectations should generally receive a larger increase than one whose performance
meets expectations. Merit increases should be used over time to foster differences in the
level of pay between employees within the same or similar jobs to reflect relative
performance, contribution, and value to the organization. In olher words, over time, the
salary of an employee whose performance consistently exceeds e4ectations should be
higher than the salary of another employee in the same job whose performance
con s is t ently meets ery e ct alio n s.

An employee who receives a "Needs Improvement" rating may ot may not receive a
merit increase. Employees with NI ratings should only receive an increase if they are
new in their position, exceptionally low in the salary range or for other extenuating
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circumstances. The responsible manager should work with HR to develop a Performance
Development Plan to assist the employee with meeting expectations going forward and
setting a schedule for quarterly perfonnance evaluations.

D Merit awards provide the primary means by which management can appropriately align
individual pay relative to external market pay and internal pay relationships.

) Managers should strive to align performance and individual pay by taking into
consideration factors such as position in range, contribution level, differences in specific
job duties and responsibilities, employee's salary in relation to the job's worth and
special retention or market concems.

o Position in Range (Compa-Ratio) - The compa-ratio is an indicator of where the
employee's salary falls within the salary range for a job and is used to help management
determine if employees are paid at appropriate levels within their ranges. The compa-ratio is
calculated by dividing the actual pay rate by the "mid-point" of the pay range as shown
below:

Compa-Ratio = Ag!9$,4!gg
Mid-Point

This ratio compares an individual's actual pay level to the salary range mid-point. A compa-
ratio can be calculated for an individual, a group, a department, or an entire organization. An
employee may be above or below the mid-point for many reasons (i.e.,years in position, level
of experience, performance, etc.). If management feels an employee's compa-ratio is in line
with his/her level of contribution, a lower merit increase should be recommended. Likewise,
it may be appropriate for an employee with a very low compa-ratio to receive a larger than
average base pay increase.

employee's base pay, up to but not exceeding the maximum for the range. Any remaining
merit increase above the maximum of the range will be paid in a one-time lump sum.

Merit Lumo Sums

When an employee's salary reaches the range maximum, the employee must receive the
equivalent of his/her merit increase in the form of a one-time lump sum payment. Lump-sums
are only permitted for employees identified as "red-lined" on the merit spreadsheet.

Merit lump sum awards are:

o Included in the employee's regular paycheck, identified as a separate line item.
o Subject to applicable federal and state tax withholding based on the employee's established

W-4 elections.
. Eligible for Savings Plan deductions and associated company match.
o lncluded in the definition of final average eamings for retirement plan calculations.
o Included in Plan Compensation under the Annual Incentive Plan.
o Considered part of the merit budget.
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Elisibilitv

Eligible

o Active, full-time and part-time (none currently) non-union employees of Peoples Natural Gas
& Peoples TWP are eligible for merit awards. Employees hired between l0lllI2 and3llll3
will receive an automatic 2o/o increase. Exceptions are listed in the "Not Eligible" section
below.

Not Eligible

o Employees in the following classifications are not eligible for merit base pay increases
and/or merit lump sums.

) Retired
) Disabled (LTD recipients)
D Terminated (prior to merit effective date)
) Union-represented employees
) Temporary employees
D Contractors
) Student employees (Co-ops, Intems and Student Workers)
) Employees on Leave of Absence (except for Military Leaveffurlough or FMLA)

Aooroval and Communication of Merit Awards

Merit awards must be approved by Executives/Department Heads before management
communicates this information to individual employees. Approval is expected by
3ltl20l3Carolyn McKinney, VP Human Resources will communicate to management when
merit awards have been approved.
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Merit lncrease Guidelines

2013 MER|T TNCREASE MATRTX (PAY GRADES 15 AND HTGHER)

2013 MERTT TNCREASE MATRTX (PAY GRADES 4 THROUGH 14)

5.5% -7.5o/o 5.0% -7.0o/o 4.5o/o - 6.50/o

3.0Yo - 5.0% 2.5o/o - 4.5Yo 2.0o/o - 4.0o/o 0.0% -3.0Yo

5.5% -7.5o/o 5.0% -7.0o/o 4.5o/o - 6.50/o

2.0o/o - 4.0o/o 0.0o/o - 3.0o/o3.0o/o - 5.0o/o 2.5o/o - 4.5o/o
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Peoples TWP LLC
$ Exhibit VI.[

RR 26. Please provide the following monthly labor data for the year prior to the HTY,
the HTY and the FTY through the most recent date available.

a. number of actual employees broken down between type (e.g., salaried,
hourly, union, non-union, temporary, etc.);

b. regular payroll broken down between expensed, capitalized and other;

c. overtime payroll broken down between expensed, capitalized and other;

d. temporary payroll broken down between expensed, capitalized and
other: and

e. otherpayroll (specify).

lr * i. * !S * !F * rl. * tl. * rl. {<

Refer to Attachment I for item a, and Attachment 2 for items b and c.

Item d and e are not applicable.
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Peoples TWP, LLC

Attachment 1: Exhibit Vl.tl.RR 26

Schedule fo Actual Employee Monthly Labor Data

2OL2 Total

Month Salarv PT Salarv Emo

2012
Hourlv

January

February

March

April
May
June

July

August

September

October
November

December

7748I
77487
7748t
76480
79483
78482
78482
78482
78482
78482
78482
77481

t20
120

L20

119

119

119

119

119

119

118

118

119

201

Month
1 Total
Salarv PT Temo Salarv Emo

20tt
Hourlv

lanuary
February

March

April
May
lune
luly
August

September

October

November

December

83

84

84

83

83

83

82

82

83

82

84

83

802t
81 27
81 2t
8027
7931
7931
7831
7831
7931
7831
8031
7931

120

t20
119

119

118

118

118

118

118

L20

t20
120
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Capitalized &
Other

Peoples TWP LLC

Attachment 2: Exhibit Vl.ll.RR.26

Schedule of Actual Employee Monthly Labor Data

Expense

Capitalized &
Other Expense

Jan-11

Feb-11

Mar-11

Apr-11

May-11

Jun-11

Jul-11

Aug-11

Sep-11

Oct-11

Nov-11

Dec-11

s

s

s

s
s
s
s

s

s

s
s
s

73,106.78 s
89,322.38 s

LO2,845.54 s
773,497.78 s
739,756.77 s
114,153.56 s
78,647.52 s
80,972.59 s

100,512.53 s
2t2,267.35 s
740,756.74 s
99,984.53 s

t,o76,586.9t
972,826.O8

992,796.93

931,947.81

1,2L5,3!8.7O

925,692.05

948,223.65

949,270.42

941,795.55

L,t7O,767.81

948,135.94

937,130.18

Jan-12

Feb-12

Mar-L2
Apr-12

May-12

Jun-12

Jul-12

Aug-12

Sep-12

Oct-12

Nov-12

Dec-12

74,!54.74 S

53,703.03 s
73,509.91 s

506,L74.33 s
84,003.19 s
74,777.60 s
62,602.83 s
95,587.83 s

137,583.57 s
91,755.7t s
76,255.39 s
7L,97L.28 s

909,964.24

971,768.!4
924,703.66

L,3t2,693,45

920,447.31

918,735.7t

934,393.08

897,799.70

t,t4,876.5O
895,855.55

932,745.02

1,tlo,992.98

s

s

s

s

s

s
s

s

s

s
s
s

Over-Time *

Capitalized &
Prior to HTY * Other Expense HW

Capitalized &
Other Expense

Jan-11

Feb-11

Mar-11

Apr-11

May-11

Jun-11

Jul-11

Aug-11

Sep-11

Oct-11

Nov-11

Dec-11

s

s

s

s

s
s

s

s

s

s

s

s

Jan-12

Feb-12

Mar-t2
Apr-L2

May-12

Jun-12

Jul-12

Aug-12

Sep-12

Oct-12

Nov-12

Dec-12

3,759.83 S

4,984.90 s
4,396.OL s
6,154.86 s
5,379.40 s
5,465.95 s
3,6L2.87 s
4,509.73 s
9,859.21 s
7,545.73 s
5,632.90 s
7,663.34 s

38,768.82

37,881.04

28,369.28

32,065.48

32,764.26

32,684.39

29,183.23

32,473.O7

54,689.18

30,395.95

33,550.30

45,891.15

s

s

s

s
s

s

s

s

s

s

s

s

s

s

s

s

s

s
s
s

s

s

s

s

For HTY ended December 31, 2011, the split between straight-time pay and over-time pay by month is not readily
available. For purposes of this schedule, total payroll by month for HTY ended December 31, 2011 has been
presented as straight-time. For this period, total Overtime pay was 5647,484.6t and total Straight-time pay was

sL2,705,823.73.
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Peoples TWP LLC
$ Exhibit VI.il

RR 27. Please provide a copy of all incentive compensation and/or bonus plans and
provide the level of related payments included in cost of service.

* !f t rF {. !f rf rf {. :f :f rf rf rt

Please refer to the attachment for the current incentive plan. The plan is intended to keep
all employees engaged in both company and departmental objectives. The structure of
the program recognizes the links between individual, department and company goals and
provides focus on performance measures that are critical to our success in20l3 and the
future. All objectives support the Peoples TWP Vision & Values and support teamwork.
The amount forthe fully forecasted future test year is$481,229.
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Witness: Lynda W. Petrichevich
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Witness: Lynda W. Petrichevich

Peoples TWP LLC
$ Exhibit VI.[

RR 28. Please provide the percentage wage rate increases granted by the Company by
date and employee category for the three most recent calendar years and the
current year to date.

l. !N. rl. ,F ,1. :1. * * * ,1. ,1. l. * ,f

Catesory 2008 2OOg 2010 20tl 20L2

1-Jan 1-Jan 1-Jan 1-Jan 1-Mar

Non-Union 4.27% 2.88% N/A* 2.67% 3.OO%

1-May 1-May 1-May 1-May 1-May

Union 3.OO% 3.OO% 4.OO% 3.OO% t.so%

* Non-Union data is not readily available
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Page 1 of 1

Witness: Gregory A. Sciullo

Peoples TWP LLC
$ Exhibit VI.II

RR 29. Please provide an analysis (description, dates and amounts) of any gains or
losses on utility property sold for the lesser of the last three years or since the
Company's last rate case or anticipated during the FTY. Explain how such
amounts have been treated for ratemaking purposes.

rf * * * * tl. 1. * X. * rF rl. *

Peoples TWP has experienced no gains or losses on utility property sold within the last
three years and does not anticipate any utility property sales during the future test year.
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Witness: Lynda W. Petichevich

Peoples TWP LLC
$ Exhibit VI.II

RR 30. Please provide the level of each of the following which is included in the
Company's cost of service by separate type and/or payee, which are incurred
directly by the Company or af,e allocated or billed to the Company by affrliates
or its parent company.

a. fines and penalties;

b. contributions and donations:

c. membership dues;

d. lobbying expense;

e. employee activity costs (e.g., picnics, parties, awards);

f. investor relations expenses

*,1 :i :i * * tf * * * rf rf * rN.

Please refer to Attachment 1. Refer to the testimony of Lynda W. Petrichevich, Peoples
TWP Statement No. I I, for the inclusions in the cost of service.
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Witness: Lynda W. Petrichevich

Peoples TWP LLC

Attachment 1: Exhlblt Vl.ll.RR30

Twelve Months Ended December 31, 2012

b.

Fines and Penalties:

PA Fish & Boat Commission

Total Fines and Penalties:

Contributions and Donations:
AMERICAN HEART ASSOCIATION

ARMSTRONG CO. FOSTER PARENTS

ARMSTRONG COUNTY COMMUNITY

BC3 EDUCATION FOUNDATION

BELL TWP FIRE CO.

BIG EROTHERS & BIG SISTER

BI.ACK LICK VFC

BUREAU OF FIRE

BUTLER CO. BAR ASSOCIATION

BUTLER CO. CHAMBER OF COMMERCE

BUTLER CO. COMMUNITY COLLEGE

BUTLER CO. EMERGENCY RELIEF

BUTLER CO. TOURISM

BUTLER COUNW SYMPHONY ASSOCIATION

BUTLER FARM SHOW BUILDING

BUTLER GIRLS BASKETBALL

BUTLER LITTLE THEATER

BUTLER SCHOOL DISTRICT

BUTLER TOWNSHIP

CENTER FOR COMMUNITY RESOSOURCES

CITIZENS HOSE AMBUI.ANCE

CITY OF BUTLER PARKS RECREATION

CITY OF BUTLER SHADE TREE

CLYMER VOL. FIRE DEPT.

COMMUNITIES IN SCHOOL OF PITTSBURGH - ALLEGHENY COUNTY

COMMUNITY ACTION PROGRAM

COMMUNITY CARE CONNECNON

COMMUNITY HEALTH CLINIC

COVENANT UNITED PRESBYTERY

DAVIDS HALLMARK - JEFFERSON DISTRICT GIFT BASKET

DAYTON DISTRICT

DISTINGUISHED YOUNG WOMEN

DOLI.AR ENERGY FUND

EAST BUTLER VOLUNTEER FIRE COMPANY

EAST FMNKLIN VOLUNTEER FIRE COMPANY

ENCORE ENTERPRISES - OFFICER PHIL PROGRAM

ERIN GANNON

GIANT EAGLE - UNITED WAY GIFT CERTIFICATES

GOLDEN TORNADO SCHOLASTIC

HARRISON HILLS VOL.FIRE COMPANY

INDI.ANNA CHAPTER

JR ADVERTISING SPECIALTIES

KAIB

KNOCH FOOTBALL GAME PROGROM

LEDDON CONTRACTING, LLC

1,500.00

1,s(Xr.(Xl

100.00

100.00

100.00

1,300.00

250.00

500.00

250.00

250.00

100.00

500.00

50,000.00

5,000.00

2,500,00

250.00

2,000.00

500.00

120.00

219.00

395.00

500.00

50.00

6,500.00

2,000.00

250.00

20,000.00

50.00

200.00

500.00

150.00

22.25

50.00

1,000.00

7,500.00

50.00

50.00

199.00

20.00

350.00

850.00

50.00

100.00

t,298.57
150.00

500.00

8,720.OO
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Peoples TWP LIC

Attachment 1: Exhlbit Vl.ll.RR30

Twelve Months Ended December 3L 2012

LEUKEMIA & LYMPHOMA SOCIETY

LICK HILLVOL. FIRE CO.

LIFESTEPS OF BUTLER COUNTY

LILY'S LLC - JEFFERSON UNITED WAY PROGRAM BREAKFAST

MARION CENTER FIRE DEPT.

MARION CENTER VARSITY SOFTBALL

MARY LEHNERD

MOMINE TRAILS COUNCIL

MT. ZION LUTHERAN CHURCH

NEW VISION FOR BUTLER

OLIVER TWP. FIRE CO.

ONEIDA VALLEY VFC

PAUL I.AURENCE DUNBAR

PERRY TWP VOLUNTEER FIRE COMPANY

PIZA JOES. TROOP COLLECTION

PLUMVILLE VOL. FIRE DEPT.

PROVIDENCE CONNECTIONS INC.

PUBLIC REI.ATIONS INSTITUTE

PUNXSUTAWNEY GROUN DHOG

PUNXSUTAWNEY WEATHER DISCOVERY CENTER

RAYBURN TWP. FIRE DEPT.

RINGGOLD AREA V.F.C

ROTARY CLUB OF BUTLER

SALTSBURG VOL. FIRE DEPT.

SARVER VFC

SPECIAL OLYMPICS BUTLER COUNTY

STARBUCKSSTORE.COM - GIFT BASKET

STRONGI.AND CHAMBER OF COMMERCE

TANGLEWOOD CENTER

TARENTUM FIRE DEPARTMENT

THE FRESH AIR FUND

THE LIGHTHOUSE FONDATION

THE SALVATION ARMY

TODD WOGAN REHABILITATION

TOYS FORTOTS

TUNNELTON CONEMAUGH TWP VFC

UNITED WAY OF BUTLER CO.

VICTIM OUTREACH INTERVENT

VNA

WAL-MART SUPERCENTER . BANTAM JEEP FESTIVAL

WAL-MART SUPERCENTER - JEFFERSON DISTRICT GIFT BASKETS

WAL-MART SUPERCENTER . TROOP COLLECTION

WORTHINGTON/WEST FRANKLIN VFD

YWCA OF BUTLER

Total Contributions and Donations

Membership Dues

ALLEGHENY VALLEY CHAMBER OF COMMERCE

AM ERICAN I NSTITUTE CERTI FIED PU BLIC ACCOU NTANTS

AMERICAN SOCIETY OF CIVIL ENGINEERS

Exhibit Vl.ll.RR.30
Page 3 of4

Witness: Lynda W. Petrichevich

100.00

50.00

50.00

308.89

250.00

200.00

100.00

100.00

50.00

75.00

250.00

250.00

2,500.00

250.00

74.39

250.00

1,250.00

1,482.63

100.00

30,000.00

50.00

250.00

125.00

250.00

250.00

100.00

70.80

100.00

100.00

50.00

100.00

500.00

100,00

900,00

100.00

250.00

34,154.00

100.00

300.00

LtL.42
L94.76

153.93

50.00

100.00

191,694.64

400.00

790.00

260.00
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Peoples TWP [[C
Attachment 1: Exhibit Vl.ll.RR3O

Twelve Months Ended December 31, 2012

ARMSTRONG COUNTY CHAMBER OF COMMERCE

BUTLER COUNTY BAR ASSOCIATION

CDC OF BUTLER COUNTY

DEPARTMENT OF STATE CORPORATIONS

ENERGY ASSOCIATION OF PA

HEALTH & HUMAN SERVICE COUNCIL OF BUTTER COUNTY

INDIANA COUNTY CHAMBER OF COMMERCE

MIDWEST ENERGY ASSOCIATION

NACE INTERNATIONAL

NEW KENSINGTON AREA CHAMBER OF COMMERCE

PA INSTITUTE CERTIFIED PUBLIC ACCOUNTANTS

STRONGI.AND CHAMBER OF COMMERCE

UTILITIES TELECOM CO

W PA CORROSION CONTROL COMMISSION

WESTERN PA MINORITY SUPPLIER DEVELOPMENT COUNCIL

Total Membership Dues

lobbying Expenses

Employee Activity Costs

BARKUS CHOCOIATES

BRUCE WIEGAND

BUTLER BLUESOX

BUTLER CHRISTMAS PARADE

CHAMBER OF COMMERCE GOLF OUTING

CITY OF BUTLER PARKS & RECREATION

COMPANY PICNIC & EMPLOYEE MEALS

EMPLOYEE CHRISTMAS PARTY

GIANT EAGLE

JAKES ON THE GREEN

JPC EVENTGROUP

JR ADVERTISING SPECIALTY

LOWES

MARK-IM.COM

MISCELI.ANEOUS

NORTHERN GOLF OUTING

PINK DAY

PITTSBURGH BALLET

PITTSBURGH PIRATES TICKETS

ROTARY CLUB OF BUTLER

SOUTHERN OUTING

STEELER TICKETS

STRONGI.AND CHAMBER OF COMMERCE

WORKINGMAN'S STORE

Total Employee Activity C,osts

Investor Relations Expense

Exhibit Vl.ll.RR.30
Page 4 of 4

Witness: Lynda W. Petrichevich

540.00

390.00

1,000.00

83.00

L2,O73,00

5.00

450.00

9,573.00

130.00

250.00

580.00

237.50

3,750.00

30,00

2,100.00

32,641.50

d. NONE

159.50

2,536.00

1,260.00

2,930.34

42.39

650.00

11,676.98

4,847.58

500.00

39.75

3,63L.47

L,262.30

L67.37

961.30

89.14

t2,246.75
200.32

60.98

4,t32.22
500.00

480.00

7,564,00

420.00

6,702.70

f.

63,061.09

NONE
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Page 1 of 3

Witness: Lynda W. Petrichevich

Peoples TWP LLC
$ Exhibit VI.[

RR 31. Please provide a description and the purpose for membership for each
organization listed in the previous response.

* * ,1. rl. rl. ,1. ,1. rl. rt {( ,1. rl. {. 1.

Pavment Pavee & Descriptions

S 400.00 Alleghenv Vallev Chamber of Commerce

The mission of the chamber is to promote economic stability,

facilitate growth and development of the business community
and its interests and provide services to create a competitive
edge for members.

S ZSO.OO American lnstitute Certified Public Accountants

Committed to member service and the public interest, the

American Institute of Certified Public Accountants (AICPA)

and its predecessors have been serving the accounting

profession since 1887.

S 260.00 American Societv of Civil Ensineers

The American Society of Civil Engineers (ASCE) standards

provide technical guidelines for promoting safety, reliability,
productivity and efficiency across all areas of civil engineering.

These voluntary standards are written by experts with knowledge

and expertise in a particular field.

S S+O.OO Armstrons Countv Chamber of Commerce

The mission of the chamber is to support, enhance and

develop existing business and create an environment that
attracts new business.

S 390.00 Butler CounW Bar Association

The Butler County Bar Association is a non-profit organization comprised

of attorneys who either live or practice in Butler County. The association

exists to benefit its members as well as to serve the legal profession

and the public at large by promoting access to justice, fostering professional

excellence and respect of the law, improve public understanding of the legal

system and facilitate access to legal services.
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Witness: Lynda W. Petrichevich

S 1,000.00 Communitv Development Corporation of Butler Countv

The Community Development Corporation (CDC) of Butler

County's mission is to develop and maintain an environment

that creates and retains jobs, improves the quality of life and

establishes a positive image and business climate.

S 83.00 Deoartment of State Coroorations

The bureau is the repository for the records of companies

authorized to do business in the state of Pennsylvania. Dissemination

of the information contained on bureau records is a major function as

well as being the official record keeper of business documents.

S 12,073.00 Enerev Association of PA

The Energy Association of Pennsylvania is an advocate for its
members on policy issues before the General Assembly, the
Public Utility Commission and various other state governmental

agencies. EAP staff regularly participates in industry and government

forums, testifies before key legislative committees and coordinates

industry-wide positions i n com plex regu latory proceedi ngs.

S 5.00 Health & Human Service Council of Butler Countv

The Butler County chapter of Health and Human Services is a network

of providers working together for the residents of Butler County. To

share, learn and refer clients to social services available.

S 450.00 lndiana CounW Chamber of Commerce

The chamber is a business membership organization focused on

providing legislative, regulatory and political advocacy in the General

Assembly providing an agenda of help, services and advocacy.

S 9,573.00 Midwest Energv Association

The Midwest Energy Association (MEA) mission is to further
operational excellence in energy delivery by providing resources

that continually improve members' proficiency, efficiency and

safety.

5 130.00 NACE International

NACE International is dedicated to protecting the environment ,

promoting public safety and reducing the economic impact of corrosion

by advancing the knowledge of corrosion engineering and science.

S 250.00 New Kensington Area Chamber of Commerce
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Witness: Lynda W. Petrichevich

The chamber includes businesses that work together to promote

and develop the downtown area.

S 580.00 PA Institute Certified Public Accountants

ilryru*i, tr,n* of certified public Accountants (ptcpA)

is the premiere statewide resource for top-class continuing professional

education programs, professio na I networking, business friend ly advocacy,

thoughtful leadership and a full range of services for accounting professionals.

S 237.50 Strongland Chamber of Commerce

The chamber of commerce located in Vandergrift, Pennsylvania is a private

company categorized under chambers of commerce established in 1991 to
provide community development and growth.

S e,zso.oo Utilities Telecom Council

Utilities Telecom Council is an advocate of utility telecommunications

interests and a resource in technical , legal and regulatory matters associated

with telecommunications.

S 30.00 W PA Corrosion Control Committee
The purpose of the committee is to institute and foster cooperative corrosion

control and promote an exchange of technicalinformation in the field of
corrosion control.

S 2,100.00 Western PA Minoritv Suoolier Develooment Council

The council provides certified minority business enterprises the access,

technical assistance, training and support needed to expand and market

their services to corporate buyers.

S 32,641.50 Total

52



VolumeVll Exhibit Vl.ll.RR.32
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Witness: Lynda W. Petrichevich

Peoples TWP LLC
$ Exhibit VI.II

RR 32. Please provide the level of payments made to industry organizations included
in cost of serviee along with a description of each payee organization or
project.

* tf, rF rf :f ,1. :f :f ,* :f :t * {. *

All of the memberships listed in VI.II.RR.31 are industry organizations.
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* {. !f r} rl. rt * :F * * * * rF rf

Peoples TWP is not a member of the AGA.

Exhibit Vl.ll.RR.33
Page 1 of 1

Witness: Lynda W. Petrichevich

Peoples TWP LLC
$ Exhibit VI.il

RR 33. Please provide the following information related to the Company's
membership in AGA:

a. Cost included in requested cost of service.

b. Cost excluded from requested cost of service.

c. Copy of the most recent audit report of AGA expenditures prepared by
NARUC.

d. Most recent correspondence received from AGA which addresses the
percentage of dues related to lobbying or other separate activities.

e. Policy statement, objective, purpose, etc. of AGA.
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Wtness: Lynda W. Petrichevich

Peoples TWP LLC
$ Exhibit VI.[

RR 34. Please provide a copy of the most recent FERC audit findings, the Company's
response and final disposition of audit exceptions.

l.,I !* :N( l. * !f * * * :f * * *

Peoples TWP is not audited by the FERC.
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lMhess: Dawn M. Folks

Peoples TWP LLC
$ Exhibit VI.II

RR 35. Please provide the annual level of forfeited discounts or late payment charges
for the preceding three calendar years. Identiff the level of sales revenue with
which these are associated.

* !f ,I,l. * * *,f ,i * * * :f !f

Please refer to the attachment.
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Forfeited Discounts

Residential Revenue

Exhibit Vl.ll.RR.35
Page2ol2

Wiftees: Dawn M. Folks

Peoples TWP ttC
Exhiblt Vl.ll.RR.35

Forfeited Dlscounts
by Calendar Year

20L2 20tL 2010

s 339,652 5 2L7,t25 s 219,390

s 53,068,093 s 67,859,811 5 62,971,975

Commercialandfndustrialsales S L8,87t,629 S 28,tL4,494 S 30,855,951

Sales for Resale

Total Sales Revenue

s 215,380 s 328,532 5 qZ2,gtl

s 72,155,103 s 96,302,837 s 94,260,844
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Peoples TWP LLC
$ Exhibit VIJI

RR 36. If not reflected in the lead-lag study, please provide a listing of the various
types of employee withholdings, garnishments and other employee funds held
by the Company for remittance at a later date.

* rl. * :F !f * * * * tl. * * :f :f

Peoples TWP reflects all employee withholdings in the derivation of the payroll expense

lead for its lead-lag study.

Exhibit Vl.ll.RR.36
Page 1 of 1

Whess: Anthony Caldro
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Wihess: Lynda W. Petrlchevich

Peoples TWP LLC
$ Exhibit VI.II

RR 37. Please provide all detailed workpapers supporting the adjustnents to rate base

and operating income.

!3 * lr * * * * r; :t !t :f * * :t

Refer to the attached.
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Volume Vll
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Measures of Value

Calculation

Input

Revenue Increase

Calculation

lnput

Estimated Net Income

Calculation

Input

Net Income Present Rates

Calculation

Input

Net Utility Income

Rate of Return

Other Validotions:
Short-Term Interest

Long-Term Interest

lncome Taxes:

State (U)

Federal (U)

State (NU)

Federal(NU)

Deferred Taxes

Peoples TWP tLC

Match
FF Future Test Year

Check

Exhibit Vl.ll.RR.37
Page22ot26

Lynda W. Petrichevich

Filing Reference Check

7.s7oo% I

Value

s

s

s

s

2LO,L37,046.94

2!O,t37,046.94

18,564,689.70

18,664,689.70

tr,83o,7L5.7L
L7,830,7L5.7L

449,887.4O

449,887.40

t6,747,923

462,302

4,454,9O5

779,143

6,374,55O

s 21o,t37,047.04 53.53 1.A.2

s 18,664,689.70 53.53 ilt.A.17

s 11,888,200.50 53.53 il1.A.17
s

s

s

s

s

s

s

s

s

s

s

s

s

5

s

s

s

s

s

507,372.29 53.53 lll.A.17

t6,747,923 53.53 lll.A.17

7.9700% 53.53 il.A.25

I
I
I

452,302

4,454,9O5

779,t43

30,953

6,374,550

53.53 il.A.25

53.53 il.A.25

53.53 ilr.A.55

53.53 ilr.A.55

53.s3 ilr.A.55

53.53 ilr.A.55

s3.s3 il1.A.55

80
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Peoples TWP tLC

Input Values

FF Future Test Year

Exhibit Vl.ll.RR.37
Page 23 of 26

Lynda W. Petrichevich

ReferenceDescription Value

Gross Receipts Tax Rate

Gross Receipts Tax @ Present Rates

Education lmprovement Credit

Neigh borhood Assistance Credit

State Income Tax Rate

Federal Income Tax Rate

LIURP Rate

Uncollectible Rate

Gross-up Factor

Non Cash Measures of Value

Overall Rate of Return

Common Equity @ end of FTY

Short-Term Debt Rate

Long-Term Debt Rate

Cash Working Capital Requirement

Net lncome HTY at Present Rates

Income Before Taxes @ Present Rates

Schedule M Adjustment - Deferred Adj

Schedule M Adjustment - Permanent Adj

Net Other Income / Deductions / Taxes

PA Tax Preference

Sec 165 Loss

PA Sec 155 Loss

P A 50 % Bonus Depreciation

PA 100 % Bonus Depreciation

Deferred Adjustments - Long Term (Present)

Consolidated Tax Savings

Prior Year Net Operating Loss (Present)

Prior Year Net Operating Loss (Proposed)

2.Ot767% FTY - Exhibits

L.7444O7O8 Calculation

s
s
s

0.00000%

9.99000%

35.00000%

0.00000%

203,580,555

7.97000%

LO2,844,423

o.22000%

2.12000%

(7,499,9751

7,7_35

(498,298)

(592,940)

(7,499,9-751

(lo,7L3,026l

Manual

Manual

Manual
Manual

Manual

Manual

Manual

53.53 LA.2

53.53 il.A.25

53.53 il.A.25

53.53 il.A.25

53.53 il.A.25

53.53lll.A.15

s3.s3 ilt.A.55

53.53 ilt.A.55

53.53 ilt.A.55

53.53 ilt.A.55

53.53 ilt.A.55

s3.53 1il.A.55

53.s3 ilr.A.5s

53.53 ilt.A.s5

53.53 ilt.A.55

53.53 ilt.A.s5

53.53 ilr.A.ss

53.53 ilt.A.55

s

s

t,576,662 53.53 ilt.A.17

5,513,506 53.53 il1.A.17

s

s

5

s

s

5

s

s

s
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Peoples TWP ttC
Gross-up Factor

FF Future Test Year

Revenues

Less: Uncollectibles

Subtotal

Add: Prior Year State Loss

After Prior Year State Loss

Less:

Less:

State lncome Tax

State NOL

State Tax After NOL

Federal Income Tax Base

Add: Prior Year Federal Loss

After Prior Year Federal Loss

Less: Federal lncome Tax

Less: Federal NOL

Federal Tax After NOL

After Federal Tax Base Before NOL Adj

Deferred Federal Tax Base

Add: Current Year NOLAdj

After Deferred Federal Tax

Gross-Up Factor

1.0000000

o.o20L76L

0.9798239

(0.1607313)

0.8190925

9.99% 0.0818274
(0.0400831)

o.0417442

0.8979966

(0.s7397291

o3240237

35.O0% 0.1134083
(0.1134083)

0.0000000

0.9380797

0.9380797

o.3283279

0.50975r.8

1.6400115

82
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Peoples TWP UC

Estimted l{€t lnom€
Ff FutrreT6t Year

Net OpeEting Income Before Taxes

Less: Short-Tem Interest
Long-Term Interest

Schedule M Adlustment - Permanent Adj
Schedule M Adlustment - Deferred Adl

Taxable lftome / (Loss) Before State Bonus Depr

Less: Se 165 Loss

Add: PA 50 % Sonus Depreciation

Income Subject to State Tax After gonus Before NOL

Add: Prior Year PA Net Operating Loss

lmome Subi<t to State Tax After Prior NOL

Pennsylvania Income Tax Expense

Current Year PA Net Operating Loss

Pennsylvanla C!rrent Income Tax €xpense

lmome Subject to Federal Tax Before Prior NoL

Add: Prior Year FedeGl Net Operating Loss

lmome Subiect to Federal T.x After Prior NOL

FedeEl lrcome Tax Expense

Cur.ent Year Federal Net Operating Loss

FedeBl Curent Income Tax Expense

Deferred Adjustments - LongTerm
FedcEl Detered Income Tax Expense

Total FedeEl Tax SetoE NOL

Current Year Defered NOL Adiustment

Total Fede6l Tar Erpense After NOLAdrustment

FedeGl Income Tax at Siatutory Rate

Less: Consolidated Tax Savin8s

FedeGl Income Tax Liability afterTax savings Adi.

Net Utility In@me

Add: Net Other Income / Deductions /Taxes

Les5: State lftomeTaxes
FedeEl lrcome Taxes

Interest Charges

Net Income

Net Opecting Income Before Taxes

Less: Interest Expense

FedeEl Base

Fedecl Tax Rate

Maximum FedeEl Tax

0.22(m% S

2.12mei6 S

Amunt at Prcposd Amount at
9|!4nl Rale3 Rgpnu. ln@as P66sd Rrta3

462.301.50 462,301.50

(6,7ss,941) s 18,288,110 s L7,492,759

(7,488,881) S

0

18,288,110 5 Lo,799,229

(3,m0,0m) (3,000,0m)

(2488,881) S 15,288,110 s 7,199,229

(7/l8,€e) S t,527,2a2 5

10,713,025

(2,116,731) 2,116,731 s35.004i6 S

s (7,4ss,97s) S

35.004/6 S 2,624,991 S

- s l7,4se,s75l_ s 4624,991

s a6z4,99rs 09 2,624,99r

s 12,378,s791 s 5,128,138 s 3,749,ss9

0s
I

0s

)

C

)

)

s.sg% s
3s.m96 s

)

5,357,094 s

-)
-5

4,917,207 s

11,380,828 s 76,747,92f

-)

-)
- s 4977 207

)

)

5,613,506

4,917,207

1U,O34

18,288,110 5-)
17,508,957 s

23,901,515

4,977,207

18,213,m15

246,472 s 5,128,138 s 6,374,550

76,760,A27 s

83
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Peoples Natural Gas Company tLC

Estimate of Rate Base

FF Future Test Year

Amount
Measures of Value (Excluding Cash Working Capital)

Estimate of Lead Lag

Total Estimated Measures of Value

Overall Rate of Return

Total Net Utility Income at Proposed Rates

Less: Net Utility at Present Rates

Increase to Net Utility Income

Gross-up Factor

Revenue Increase

s
s

203,580,556

6,556,491

2l.o,L37,U7

7.970000%

s

s

s

L6,747,923

5,367,O94

11,380,828

1.64001153

18,664,690

u
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Peoples TWP LLC
$ ExhibitVI.[

RR 38. Please provide a copy of the Company's most recent SFAS 106 plan actuarial
study.

*'t*******!f***!f

Please refer to the attachment for both the pension and the SFAS 106 actuarial study as of
December 31,2012 from Hallet Associates, [nc.

85
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25S1 Wodo.d-Baym Bo84 Sutlc rl@
Sawidrlcy, Pennaytwnh t 51 19€676

7U.W.Zf'tt0
Fa''724.9{.2798Hallett

Associates,

Inc.

January 29. 2013

Carolyn B. McKinney
Vice President, Human Resources
Peoples NaturalGas
375 North Shore Drive
Suite 600
Pittsburgh, PA 15212

RE: FASB ASC 715-30 Report for Hourly-Pald Employees

Dear Carolyn:

Enclosed are four copies of the FASB ASC 715-30 Report for the flscal year ending December 31,2012. In
addition, we have enclosed a copy of the FASB ASC 715-30 net periodic pensbn costfor 2013.

We will be pleased lo review the report with you and to answer any questions that pu may have conceming its
contents.

Slncerely,
t

/l'/. t t //
/6uFt4U
Keith L. Nichols, M.A.A.A.

Enclosures

Actuarlal and Employge Benelit Consulting
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2591 Werdord€syn Ro.d. Sutao i(P
gevnchley. Pmnrylvania I 5la3€676

t2l.sf.z:l's
FarT'i2l9tl.2l9lFlallett

Associates,

Inc.

questions that yog may have conceming its conlents.

l( /uu,l(> r(-,,yzr.-
Keith L. Nichols M.A.A.A. Enrollment No. Date

January 29,2013

Carolyn B. McKinney
Vice President. Human Resources
Peoples NaturalGas
375 North Shore Ddve
Suite 600
Pittsburgh, PA 15212

Dear Ms. McKinney:

We are pleased to present the Financial Accounting Standards Board ASC 715-30 Report of the Penslon Plan for
Hourfy-Paid Employees of T.W. Phillips Gas & Oil Company for the fiscal year January 1, 2012 through
December 31,2012. This reporl was prepared for the Plan Sponsor and its professlonal advisors as of December
31,2012. This report has been prepared for the purpose of fulfilling the plan's accounting requirements and is
based on our understanding of Financial Accounling Standards Board ASC 715-30. Determinatlons for
purposos other than meeting the Plan's flnanclal accounting requlrements may be signlflcantly dlfferent
from the resulls illustrated in this reporl.

The valuation is based on employee datra and asset information furnished by Peoples TWP. We have tested this
information for reasonableness in accordance with generally accepted actuadal principles and practices and
found it lo be reasonable and consistent, but have othenrise relied on it without audit. The actuarial calculations
have been made in accordance with the actuarial assumptions, funding methods and the summary of the Plan
provislons stated in the report. ln my opinion, the actuarial assumplions are reasonable both individually and in
the aggregate, taking into accounl the experience of the Plan and reasonable expectations for the future. The
report has been conducted in accordance with generally accepted actuarial principles and practices. Thls report
is complete and accurate to the besl of my knowledge. To the besi of my know,ledge neither Hallett Associates
nor I have a conflict of interest.

The information contained in this report is a projection of liabilities based upon slated assumptions and is not an
exact statement of the Plan's ultimate benefits or liabilities. Future actuarial measurcments may differ
significantly from the current measurements due to various factors, including: changes in actuarial assumptions,
actual plan experience differing from anticipated experience, and changes in the plan provisions or the applicable
law. Determinations for purposes other than those stated above may be significantly dlfferent from the results
illustrated in this reporl.

I am a member of the American Academy of Actuaries, and I meet the Qualificalion Standards of the Academy to
render the actuarial opinion contained herein. We will be pleased to review the reporl with you and to answer any

(zofrz

Actuadal and Employge Benefit Consulting
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Expected benefit payments

Estimated contributlons

Exhibit Vl.ll.RR.38
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Witness: Lynda W. Petrichevich

PENSION PLAN FOR HOURLY-PAID EMPLOYEES OF T.W. PHILLIPS GAS AND OIL CO.

Devefopment of Net Periodlc Penslon Cost - January 1,2012

Net pcriodlc penslon cost
(a) Service cost

(i) Beginning of year
(ii) Interest at 4.15% on (i)
(iii) Expenses included ln service cost
(iv) End of year: (i)+(ii)+(iii)

(b) Interest cost at 4.15% on
(i) Projected benefit obligation
(ii) Expected benefit payrnents

(iii) Total: (i)-(ii)
(c) Expected rebrn at 0.5% on

(i) Market related value of assets
(ii) Expec'ied benefit payments

(iii) Estimated contributions
(lv) Expenses (aXii)
(v) Total: (i)-(ii)+(iii)-(iv)

(d) Amortlzation of:
(i) Transltion obllgatlon/(asset)
(ii) Prior service costs
(iil) (Gains) or losses
(iv) Total: (l)+(ii)+(iii)

(e) Additlonal expense
(fl Net periodlc pension cost:

(aXiv)+( bXi ii)-(cXv)+(d Xiv)+(ol

0

0
0
0

775,014
17,610

757,404

1,021,491

35,697
37,875

0
1,023,669

0
106,196

1,173,065
1,279,261

0

$ 1,012,996

957,411
u2,700

1

89

Flallen

Asmiates,
Inc.
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PENSION PLAN FOR HOURLY.PAID EMPLOYEES OF T.W. PHILLIPS GAS AND OIL CO.

Development of Net Periodic Penslon Gost - January 1,2012. supporting calculatlons

Calculatlon of (gainfioss amoillzatlon
(a) Unrecognized net (gain)/loss
(b) Asset adjustment

(i) Fair value of assels
(ii) Market related value of assets
(iii) Asset adjustment: (iF(ii)

(c) Unrecognized (gainlloss subject to
amortization: (a)+(bXiii)

(d) (Gainlloss amortization corridor
(i) Projected benefit obligation
(ii) Market related value of assels
(iii) 10% of greater of (i) and (ii)
(iv) (Gain)/loss subject to amortization:

absolute value basis of (c)-(d)(iii)
(e) Amortization period
(f) (Gain/loss amortization: (d[iv/(e)
(g) Minimum (gainlloss amortization
(h) Flnal (galn)lloss amortization:

grcater absolute value of (Q and (9)

$ 8,941,083

12,017,539
12,017,539

0

8,941,083

19,675,039
12,017,539

1,967,504

7,073,579
6,03

1,173,065
1,173,065

$ 1,173,065

2
90

Llallett
Asrriatrs,

Inc.
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Amortizatlon Basos - January 1,2012

Remaining
Period

InitialAmount DateCreated (years)

Transition Obligation (Asset)

Total Transition Obllgatlon (Asset)

Exhibit Vl.ll.RR.38
PageT ot 14

Witness: Lynda W. Petrichevich

PENSION PLAN FOR HOURLY-PAID EMPLOYEES OF T.W. PHILLIPS GAS AND OIL CO.

Outstanding
Balance

(beginning of
Year)

Amortization
Charge or Credit

$- $-

Prlor Servlce Cost
(a) Inc Rates $32.5, $34, 535
(b) Inc Rate $37
(c) Inc Rate $40
(d) Inc Rate $42

Total Prior Servics Gost

41.995

73,494
90,298

127,O71

I 332,858

3
91

Flallett

Atvriarq
lnc.
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PENSION PLAN FOR HOURLY-PAD EMPLOYEES OF T.W. PHILLIPS GAS ATIID OIL CO.

Reconciliation of Funded Status I Balance Sheet Entdes - December 31,2012

Exhibit Vl.ll.RR.38
Page 8 of 14

Witness: Lynda W. Petrichevich

Statement of funded status
(a) Pension benefrt obligations

(i) Vested benefit obllgation
(ii) Non-vested benefit obllgation
(iii) Accumulated benefit obligation (i)+(ii)
(iv) Effect of salary projection
(v) Projected benefit obligation (iii) + (iv)

(b) Fair value of assets
(c) Funded slatus: (b){aXv)
(d) Accumulated other comprehensive income (AOCI)

(i) Net transition obligation (assel)
(ii) Pdor service cost
(iil) Net (galnfloss
(iv) Total (i) + (ai) + (iil)
(v) Amount recognlzed In AOCI (-lv)

(e) Net asset (liability) recognized in retained earnings (c)+(d)(iv)

Reconclllatlon of net amount recognized
(a) Net amount recognized as of January 1,2012
(b) Prior year pension cosl
(c) Prior year contributions
(d) Net amount recognlzed as of December 31, 2012: (a){b)+(c}

Change in projected benefit obligation
(a) PBO as of January 1,2012
(b) Changes due to:

(i) Service cost
(ii) Interest cost
(iii) Plan participant contributions
(iv) Plan amendments
(v) Experience (gains)/losses, including

assumption changes
(vi) Beneflts paid

(vii) Total change
(c) PBO as of December 31,20f 2: (a)+(b)(vllf

$ 18,754,529
64,033

18,818,562
0

18,818,562
13,509,878
(5,308,684)

0
226,662

7,528,167
7,79,829

Lltz5tt!291
2,446,145

$ 2,616,441
1,012,996

u2,700
$ 2,446,145

$ 18,675,038

0
757,404

0
0

150,647
(764,5271

143,524
i 18,818,562

4
92

Fldlcn
Arrcciatcs,

Inc.
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Reconci liation of cumu lative unrecog n ized net (gain)/loss
(a) Unrecognized (gain/loss as of January 1,2012
(b) (Gainfioss amortization - Page 2, ltern (h)
(c) Net asset (galn) oss

(i) Expected return - Page 1, ltem (c)(v)
(il) Actualretum
(iii) Net asset (gainfloss (i) - (ii)

(d) PBO experience (gainfloss - Page 4, ltem (bXv)
(a) Unrecognized (gainfioss as of Decembet 31,2O12

(a)-(b)+(cxiii)+(d)

Change In Accumulated Other Gomprehensive Income I (Loss):
(a) AOCI as of January 1,2012
(b) Amortization of net gain/(loss)
(c) Amortization of prlor servlce cost
(d) Net experience gair/(loss)
(a) Plan amendments
(f) AOCI as of December 31, 2012

Exhibit Vl.ll.RR.38
Page 9 of 14

Witness: Lynda W. Petrichevich

PENSION PLAN FOR HOURLY.PAID EMPLOYEES OF T.W. PHILLIPS GAS AND OIL CO.

Reconclllatlon of Funded Status / Balance Sheet Entries - December 31,2012 (continued)

Change In Funded Status
(a) Funded status as ofJanuary 1,2012
(b) Service cosl
(c) Contributions
(d) Interest cost
(e)Actual return on assets
(f) Benelit payments
(g) Gair/(loss) for period
(h) Funded status as of December 31, 2012

Fair Value of
Assets

$ 12,017,538

842,700

1,414,167
(764,527)

$ 13,509,878

Projected Eenefit
Oblioation

$ (18,675,038)

(757,4041

7U,527
(150,il7)

$ (18,818,562)

$ 8,941,083
1,173,065

1,023,669
1,414,',167

(390,498)
150,647

$ 7,528,167

$ (9,273,941)
1,173,065

106,196
239,851

t (7,754,E29)

Funded Status

s (6,657,500)

u2,700
(757,4041

1,414,167

(150,647)

$ (5,308,6E4)

5
93

n.ir*n
Astriatr:s,

Inc.
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Equity securities
Debt securities
Altemate investments
Cash & cash equivalents
Accrued lncome
Benefit receivablE -Moore

Exhibit Vl.ll.RR.38
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PENSION PLAN FOR HOURLY.PAD EMPLOYEES OF T.W. PHILLIPS GAS AND OIL CO.

Statement of Assets - Market Value

percentage
December 31. 2011 of total

7,479,806
4,175,292

321j22
37,007

4.311
Total $ 12,017,538

1111201:+^12J3112013

1t1t2014-1431nOfl
1t1t2015-1431i2015
11112016-12131/2016
1|1120',7-12131nO17

Years ending 2018 - 2022 (aggregated)

223,681
38,232

0
13,509,878

$ 12,017,538

842,700
0

(7U,527)
1,414,167

0
0

s 13,509,878

620/o $
35%
Oo/o

3o/o

ooh
ooh

$

percentage
of total

60%
38o/o

Oo/o

2o/o

OTo

0o/o

Reconciliation of Assets - Market Value

Market Value as of January 1,2012

Employer contributions
Employee contributions
Benefit payments
Return on assets
Foreign curency exchange rate changes
Business com binations, divestitures and settlements

Market Value as of December 3'|',2012

Estimated Future Benefit Payments

Period Amount

$ 885,243
913,914
973,670

1,009,720
1,080,547
6,196,853

6
94

ruir.n
Arxriateq

Inc.
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Efiective Date of the Plan

Plan Year Ends

Elioibilitv for Particioation

4. Normal Retirement Date

5. NormalRetirementPension

Standard Form of Beneflt

Earlv Retirement

L Termination Benefit

PENSION PLAT.I FOR HOURLY.PAID EMPLOYEES OF T.W. PHILLIPS GAS AND OIL GO.

Summary of Princlpal Plan Provisions

Exhibit Vl.ll.RR.38
Page 11 ot 14

Witness: Lynda W. Petrichevich

May 1, 1974

December 31

For employees hired prior to May 1, 2003, participation
begins the flrst day of employment. Employees hired on
or after May 1, 2003 are not eligible to participate

In addition, no employee hired prior to May '1, 2003 who
elects to become an Eliglble Non-matching Contribution
Employee shalt participate in the Plan after such election
date

First of the month coinclding with or next following the
attainment of age 65 and completion of 5 years of
service

A monthly benefit equal to the Unit Beneflt multiplied by
years of service credlted for purposes of benefit accrual.

1.

2.

3,

Effec$vg Date

May 1, 1998
May 1, 1999
May 1, 2000
May 1, 2001
May 1,2002
May 1, 2005
May 1, 2006
May 1,2008

Unit Benefit

$32.00
$32.s0
$34.00
$3s.00
$37.00
$40.00
$41.00
$42.00

6.

7.

All benefit accruals ceased May 1, 2007

An annulty payable during the lifetime of the participant

Early retirement ls permitted after attainment of age 62.
A particlpant who retires on his early retirement date
shall be eligible for an immediate annuity based on his
years of service

A participant shall be vested in his accrued benefit
according to the following schedule:

Years of
Service

o-4
5+

Vested
Percentaqg

Oo/"

100%

7
95

l

Flnlbn
Astriates,

Inc.



PENSION PLAN FOR HOURLY.PAID EMPLOYEES OF T.W. PHILLIPS GAS AND OIL CO.

Summary of Prlnclpal Plan Provisions (continued)

Volume Vll

b, Eligible Non-matching
Contribution Employee

c. Year of Vesting Service

d. Year ofBenefitAccrual

Exhibit Vl.ll.RR.38
Page 12 ol 14

Witness: Lynda W. Petrichevich

The spouse of a married participant with a vested benefit
is entitled to a monthly annuity equal to 50% of the
actuarially reduced Joint & 50% Survivorship benefit.
comrnencing on the laler of the first day of the month
following the participant's Early Retirement Date or the
date of death

Life Annuity, Joint and 100%, 75o/o, or 50% Survivor
Annuity, Life Annuity with 5 Years Guaranteed to a
Surviving Spouse

Any hourly paid employee of the Employer whose terms
and conditions of employment are negotlated with the
Employer by or through a collective bargaining
organization which has participated in good faith
negotiations wtth the Employer

An employee that has elected to receive nonmatching
contributions under the 401(k) Plan for HourlyPald
Employees of T.W- Philllps Gas and Oil Co.

A plan year in whlch the participant is credited with at
least 1,000 hours

Hours
of Service

less than 520
520 - 1,039

1,040 - 1,559
1560 +

Year of
Service Credited

All benefit accruals ceased May 1, 2007

Oolo

507o
75olo

100%

I
96

thllen
Asaiatc,

Inc.
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Data

a. Measurement Date

b. Employee Data

c. Asset Data

Rale of Investment Beturn

a. Discount Rate

December 31.2011
December 31,2012

b. Expected Long Term Rate

Salarv Scale

Rates of Withdrawal

a.

b.

Mortality

Emplo;rce Termination

Retirement

d. Disability

Exhibit Vl.ll.RR.38
Page 13 of 14

Witness: Lynda W. Petrichevich

December 31

Employee datia was supplied by the Company
as ofJanuary 1, 2013

Asset dala was supplled by the Company as of
May23,2011 and December 31,2012

4,15o/o per year, net of expenses
4.01o/o per year, nel of expenses

8.50% peryear, net of expenses

N/A

IRS 2013 Combined Static Mortality Table

& Factor
25 7.g0o/o

35 3.907o
45 1.6006
55 O.25olo

65 0.00%

AS Factgt

100%

None

PENSION PLAN FOR HOURLY.PAID EMPLOYEES OF T.W. PHILLIPS GAS AND OIL CO.

Actuarial Assumptlons and Funding ilethods
for the December 31, 2012 Valuation

1.

2.

4.

50%
25o/o

5lo

62
63
64
65

llallen
Ascciates,

Inc.I
97

5. ExDenses None
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6. Maniaoe Rate

7. Methods

a. Asset Valuation Method

b. Actuarial Cost Method

L Exoected Form of Pavment

L Changes in Actuarial
Assumotions and/or Cost Methods

Exhibit Vl.ll.RR.38
Page 14 ol 14

Wilness: Lynda W. Petrichevich

85% of all participants are married. Female
spouses are three years younger lhan males

Market Value, including accrued interest

Projected Unit Credit

Life Annuity

ln order to better reflect current market conditions,
the Dlscount Rat€ was decreased from 4.15o/o lo
4.01o/o

PENSION PLAN FOR HOURLY.PAID EMPLOYEES OF T.W. PHILLIPS GAS AND OIL CO.

Summary of Actuarial Assumptlons and Funding Methods (continued)
for the December 31,2012 Valuation

I'l,rllen

Asrxiares
Inc.10
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Peoples TWP LLC
$ Exhibit VI.II

RR 39. Please reconcile the historical and future test year SFAS No. 106 expense

levels with the amount identified in the actual report.

,t !t * !f tf * * * * !F,|. !F * l€

The historic test year amount equals the contributions shown in Exhibit VI.II.RR.38.
Future year's contributions will equal the accrual amounts provided by the actuary.
Please refer to the testimony of Lynda W. Petrichevich (Peoples TWP Statement No. I l)
for fu rther information.

Exhibit Vl.ll.RR.39
Page I of 1

Witness: Lynda W. Petichevich
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Peoples TWP LLC
$ Exhibit VI.[

RR 40. Please identify the actual or projected amounts contributed to SFAS No. 106

funds for the historic and future test years. Identiff the actual or projected
dates and amounts of the contributions.

* * * * rl. * * * * rl. ri {. :F :f

Contributions for the Historic Test Year, in the amount of $842,700, were deposited in
December 2012. Future Test Year contributions, in the amount of $731,000, are

expected to be deposited in December 2013. Fully Forecasted Future Test Year
contributions, in the amount of $277,000, are expected to be deposited in December
2014.

Exhibit Vl.ll.RR.40
Page 1 of 1

Witness: Lynda W. Pebichevich
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Page 1 of I

Wihess: Lynda W. Petrichevich

Peoples TWP LLC
$ Exhibit vIJI

RR 41. Please explain the funding options or plans which are being used for SFAS No.
106 costs. Identify the portion of the costs which are eligible for tax preferred
tunding.

rrrf{.*,t*t*******

SFAS 106 accrued costs will be placed into a dedicated trust fund. Amounts are

deductible when placed in the trust.
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Volume Vll E)fiibtr vt.il.RR.42
Page 1 ofl

Wihess: Lynda W Pebichevich

Peoples TWP LLC
$ Exhibit VI.II

RR 42. Is the company studying and/or anticipating any changes to its postretirement
benefits offered to employees as a result of SFAS No. 106 of for other reasons?
If yes, please provide such study and/or explain the anticipated change.

* tf tf !t tf rl !t *,t :t rf rf * *

Peoples TWP contemplates no change to these benefits, at this time.

102



Volume Vll Exhibit Vl.ll.RR.43
Page 1 of 1

Wihess: Lynda W. Pekichevich

Peoples TWP LLC
$ Exhibit vI.[

RR 43. Please state whether the Company has included expenses related to SFAS No.
ll2 in its test year claim. If so, please provide complete details and include a
copy ofthe actuarial study.

**:f!F********!frf

Not applicable.
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Peoples TWP LLC
$ Exhibit vl.il

RR 44. Please provide all documentation supporting the uncollectible accrual rate
reflected in the Company's filing.

**rfrfi.*

Peoples TWP did not use an uncollectible accrual rate in this filing but instead used an

actual uncollectible experienced rate. Data and documentation supporting the
development of the 2.02% for residential customers and 0.41% for small general service
customers is provided in the following attachments.

Exhibit Vl.ll.RR.44
Page 1 of3

Witness: Lynda W. PetricheMch

't04



Exhibit Vl.ll.RR.,l4
Page 2 of 3

Witness: Lynda W. Petrichevich
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Exhibit Vl.ll.RR.44
Page 3 of 3

Witness: Lynda W. Petrichevich

Volume Vll

F8
RS
ro' ci
oi
Fl

lt\

r-)RN u-r
rn <f
r.r' ci
rO

1/l

o8
EEdct|n

{t|

-r*1\q,dtlr
oi ct

o(n
€F
t\O
sf@
NN
N

ltr {/}

+ )R S>Rsfr s€
co'o d o
F\ Fl

<J| <t> <J>

N (o8 F>St\ 6u oSin 6.! +q.i oi o r*'oo(o
@
F.'
Fl

<J> 4J| <t,

N or;q 6':R(yt N st u.l tO
o't -rn NO+ oid dcio@!n
d
Fl

Nql
+
(o
rJ1o
oo'+

{r}

m
@
or
or+r\
m
rl

E
o

|!o
oo
sF

o
F{oN

d(!
c)

E(J(!
OJ

Io
-c,
o
m
OJc
f

o
(!

Ic
fo(J
(J
|!
o
E

Itr
o
c
o
CL
f
-tota
(o
tt
E
o
c,
o)

'tr
3
o
L
(lt

o
(U
6
6
(u

-cPo(ft
oc
f
Eo!tc
o
q
o
.!q

3Pc
o
E

(\l
Fl

Pc
o
6o
L
o-
(u
G,
**

Fl
F{o
N

6
-=tfoQEd<EEj9

uioiaE N
^.=|!F{

=€6 
R

FXq,
alrJ.9*ii ?
Hi,gd 9E

=bEtrr!oEe(=
|!
E.a e.

:6E\-(Jl-J-

FDFthi 9dcgE8
-96=&
9uE
&;:oLPEo(o:o.E9EI

8zs8EgHFo f Y rr+5 sl .i EE., >R 
'; $$i= EtT ;H gg

EE $HH ee EE
gF 6uu G,E FF

106



Volume Vll Exhibit Vl.ll.RR.45
Page 1 of2

Witness: Anthony Caldro

Peoples TWP LLC
$ Exhibit VI.il

RR 45. Please provide all workpapers and documentation supporting the Company's
claimed balance of gas stored underground- current. Include support for the
monthly injections and withdrawals and the gas cost rate.

,frf{.rfrF*****rF***

Please refer to Exhibit VI.II.RR.45.1 for a schedule of the monthly balance of gas stored
underground, and Exhibit VI.ILRR.45.2 for the monthly gas cost rate details of injections
and withdrawals of underground storage.
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Witness: Anthony Caldro
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Volume Vll Exhibit Vl.ll.RR.46
Page I of2

Wibess: Lynda W. Petrichevich

Peoples TWP LLC
$ Exhibit VI.[

RR 46. Please provide a comparison between actual and budgeted O&M expenses by
budget cost element for the historical test year and explain any budget
variances of l0 percent or more.

**rt!t*rt**'r*****

Refer to Attachment 1.
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Peoples TWP tLC

2012 O&M Summary

Note: Amounts in thousands

Hourly Labor

Salaried Labor

Employee Benefits

Customer Related & Collections

Outside Services

Plant & General Maintenance

lnsurance

General Office & Other G&A

Regulatory

Costs Capitalized

O&M Expense

Exhibit Vl.ll.RR.46
Page2ot2

Witness: Lynda W. Petrichevich

s
s
s
s
s

s
s
s
s
s

6,840 s
7,869 s
5,259 s
2,8t8 s
1,850 s
4,540 s
(1,020) s
1,055 s
sss s

(4,155) s

6,930 s
6,750 s
5,356 s
2,394 s
1,833 s
4,558 s
L,200 s
1,053 s

600 s
(2,625) s

(s0)

7,tlg
(e7)

424

27

(118)

(2,2201

3

(4s)

(1,540)

-L3%

t6.6% (Al

-L.8%

17.7o/o (Bl

Ls%
-2s%

-18s.0% (c)

o.3Yo

-7.5%

58.7o/o (Dl

5 25,622 S 28,159 S (2,5371

Notes:

(A) - Higher salary and APIP expense

(B) - Higher customer assistance expense (Rider USP)

(C) - Workers Compensation Claims reimbursement
(D) - Higher capital spending than anticipated.

YTD

Actual
Dec 12

YTD

Budget
Dec 12

Variance

s
Act Vs Bud

Variance

%

Act Vs Bud
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Peoples TWPLLC
$ Exhibit VI.[

RR 47. Please provide the most recent actual number of eligible participants in each of
the employee medical and dental plans reflected in the Company's filing.

,lr rf * * * tf rf rt rf * * * * :f

The most recent actual number of eligible participants for December 2012 is 200.

Exhibit Vl.ll.RR.47
Page 1 of I

Witress: Lynda W. Petrichevich
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VolumeVll Exhibit Vl.ll.RR.48
Page 1 ot 2

Wltness: James l. Wanen

Peoples TWP LLC
$ Exhibit VI.il

RR 48. Please provide workpapers showing the derivation of future test year Social
Security and Medicare FICA ta<es based on future test year labor expense.
Identify both the total and O&M amounts.

*********:r****

Referto Attachment 1.
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Exhibit Vl.ll.RR.48
Page2ol2

Wtness: James l. Wanen
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Volume Vll Exhiblt Vl.ll.RR.49
Page'l oI2

Witness: James l. Wanen

Peoples TWP LLC
$ Exhibit VI.II

RR 49. Please provide workpapers showing the derivation of future test year federal
and state unemployment taxes. Show both the total O&M amounts.

,*******,f*rfrfrf!f*

Refer to Attachment 1.
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Witness: James l. Wanen
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VolumeVll Exhibit Vl.ll.RR.50
Page 1 of 1

Witness: James l. Wanen

Peoples TWP LLC
$ Exhibit VIJI

RR 50. Please provide workpapers showing the derivation of future test year capital
stock ta(es.

* rf * !f rl * * * rf rf ,* rf ,I *

The capital stock tal( will be fully phased out in 2014.
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VolumeVll Exhibit Vl.ll.RR.51
Page 1 of46

Witness: Gregory A. Sciullo

Peoples TWP LLC
$ Exhibit vI.II

RR 51. If applicable, please provide a copy of the billing and payment terms for all
contracts between the Company and its parent or an affiliated company for
services. Further, to the extent that the parent of affiliated company provides
service to non-affiliated companies, please provide the corresponding billing
and payment terms.

******rl.**!f*rf*tF

Refer to the response to 53.53 III.A.22 for Affiliated Interest Agreement between Peoples
TWP LLC and Peoples Service Company LLC.

Refer to the attached for other affiliated asreements.

1't7
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February 16,2012

RECEIVED
FEB 1 6 2r,t2

to rt?b'f;#l,A rTY 00MM f s8f oil

\g" PropLES TVvP r.rc

VIA I'PS GROUND DELIVERY

Ms. Rosemary Chiavetta, SecrEtary

Pennsylvania Public Utility Commission
Commonwealth Keystone Building
2d Floor, RoomN201
400 North Street
Harrisburg; Pennsylvani a L7 120

Re: Affiliated Interest Agreement between T. W. Phillips Gas and Oil Co, and T. W. Phillips Energy Corp.

Dear Secn*ary Chiavetta:

Enclosed herewith is an original and three (3) copie,s of this letter regarding the above referenced Afffiated
Lrterest Agreement.

On May 24,20L1, the natural gas distribution operations of T. W. Phillips Gas and OiI Co. (T. W. Phillips)
and the natr.ual gas marketing business of T. W. Pbillips Eoogy Corp. (Energy Corp.) were acquired by the SteelRiver
Infrasuucturc Fund North America LP pursuant to the Commission Oriler entered May 19, 2011 at Docket No. A-
2010-2210326. Shortly thereafter, T. W. Phillips became Peoples TWP LLC (Pfl\n) and Energy Corp. became TWP
Enerry, LLC @nergy LLC). Consequently, PT'WP and Enerry LLC were suscessors in interest to the above

referenced Agreernent and PI'WP has continued to pmvide administrative services to Enerry LLC and engage in gas

purchase and transportation activities pursuant to the above Agreement.

Pnrsuant to the Commission's Order entered May 20,2011 at Docket No. A-2010-2216091, a new natural gas

supplier licelrse was iszued to Enerry LLC. In such Order, Energy LLC made a commitment to change its name to a

nely name that would not reference its regulated affiliate PTWP. Pu snch comnitment, by letter dated August 26,

2011, Enerry LLC's was renamed PA Gas Marketing LLC. In that same letter, a copy of the Certificate of
Amend:nent - Domestic, as filed with the Pennsylvauia Department of Statg was enclosed veriffing that on August
22,2011the Certificate of Organization of TWP Energy, LLC had been amended to reflect not only its new namg PA
Gas Marketing LLC, but also its new registered office at375 North Shore Drive, Suite 600, Pittsburgh, Pennsylvania

15212,

The purpose ofthis filing is to simply identiff PA Gas Marketing LLC and PTWP as the cunent parties to the

above Agreernent. Please date stamp the enclosed copy of this letter to aclnowledge receipt of this filing in your

office and retum the same to me in the self-addresse{ staurpea envelope provided herein.

RobertM. Hovanec
President & COO

M. Carl Lesney, Btreau of Audits
Robed F. Yormg,I-aw Bureau
JeamineM. Snyder, Bureau of Technical Utility Services

Veryhulyyours,

5Al-E'flU I CUSTOMER COtutMlTMENT I TRUST I COlvtMUNl'rY
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Febnrary 16,2072

RECEIVED
FEB I I201?

PA PUELIC UTILITY COMMTS$ION

SECRffARY'S BUREAU

f\g PtopLEs rV\IP *c

vtA rrPs GRoUND pELMRY
Ms, Rosemary Chiavetta Secretary
Pemnsylvania Public Utility Commission
Commonwealth Keystone Building
2d Floor, RoomN20l
4fi) North Street
Hanisburg Pennsylvania 17720

Re: Affiliated Interest Agreernent between T.W. Phillips Gas and Oil Co. and T.W. Phillips Pipeline Corp.

Dear Secretary Chiavetta:

Enclosed herewith is an original and three (3) copies of this letter regarding the above referenced
AfEliatedlnterest egree, €nt.

On May 24, 2011, the natural gas distribution operations of T. W. Phillips Gas and Oil Co. (t, W.
Phillips) and the natural gas marketing business of T. W. Phillips Pipeline Corp. (IWP Pipeline) were acquired
by the SteelRiver Infrastuctr:re Fund North Anerica LP pursuant to the Commission Order entered May 19,

zDll at Docket No. 4-2010-2210326. Shortly thereafter, T. W. Phillips became Peoples TWP LLC (PTVIP)
and TWP Pipeline became TWP Pipeline LLC @ipeline LLC). Consequentln PTWP and Pipeline LLC were
sucsessors in interest to the above referenced Agreerrant and PTWP has continued tb provide administrative
services to Pipeline LLC pursuant to the above Agreement.

The purpose of this filing is to simply identify Pipeline LLC and PTWP as the cunent parties to the
above Agreement. Please date stamp the enclosed copy of this letter to acknowledge receipt of this filing in
your office and retumthe same to me in the self-addressed, stamped envelope provided herein.

Verytrulyyours,

RobertM. Hovanec
Pre.sident & COO

M. Carl Lesney, Bureau of Audits
RobertF. Young Law Bureau
JcannineM. Snyder, Bureau ofTechnical Utility Services

SAFElIlY i CUSTOMIR COMMITMF-NT i TRLJST I COMMUNITY



IN REPLY PI-EAT'E
REFER TO OUR FILE

JLJLY 15, 1999

G-00990691

ROBERT M HOVA}IEC VICE PRESIDENT
TW PHILLIPS GAS & OIL COMPANY
205 NORTH MAIN STREET
BUTLERPA I6OOI

Affi tiated Interest Agreement Between
T. W. Phillips Gas and Oil Co. and

T. W. Phillips Energy Corp.

To Whom It May Concern:

This is to advise you that an Order has been adopted by the Commission in Public Meeting on

JLJLY 15, 1999 in the above entitled proceeding.

An Opinion and Order has been enclosed for your records.

Very truly you$,

COMMONWEALTH OF PENNSYLVAN IA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265

Exhibit Vl.ll.RR.51

w*-v'ft'T\,4
James J. McNulty
Secretary

Enclosure
CertifiedMail
FG
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Witness: Gregory A. Sciullo

PENNSYLVAI{IA
PUBLIC TITILITY COMMISSION

Harrisburg, PA. 17105-3265

Public Meeting held JulY 15, 1999

Commissioners Present:

Robert K. Bloom, Vice Chairman
David W. Rolka
Nora Mead Brownell' Aaron Wilson, Jr.

Affrliated Intetest Agreement Between T. W.
Phillips Gas and Oil Co. and T. W. Phillips
Energy Corp.

DocketNumber:
G-00990691

ORDER.

BY THE COMMISSION:

On June 11, 1999, an Affiliated Interest Agreement ("Agreement')

between T. W. Phillips Gas and Oil Co. ("T.W.Phillips") and T. W. Phillips

Energy Corp. ("Energy Corp.') was filed to become effective July 11, 1999. By

' Secretarial Letter dated June 29, l999,the Commission extended the consideration'

period for this Agreement until.further order of the Commission.

The Agreement, which is titled Administrative Services Agreement,

proposes ttrat T. W. Phillips provide various administrative services to Energy

. Corp. Also filed are two standard forms: A Gas Purchase Agreernent form and a

Transportation Senrice Agreement form ("standard Forms").

The Agreement states that the administrative services to be provided 
-

by T.W. Phillips will telate to Energy Corp,'s offerings of various energy-related
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Wtness: Gregory A. Sciullo

seryices to end-user customers, including but not limited to, marketing of natural

gas, sereice line protection, riskmanagement, customerpayment insurance, "Ygy
management, appliance financing and protection, and merchandising of energy-

related goods and commercial equipment. T. W. Phillips will provide billing,

accounting, sustomer seryice, and other administrative senrices as requested by

Energy Cotp., and may engage unaffiliated third party contractors to provide

certain.of those services.

- The Gas Purchase Agreement standard form vrill be used by T. W. 
.

Phillips and Energy Corp.to enter into gas purchase transactions form time to time

whereby Energy Co.p., as a marketer of gas in T, W. Phillips' service tenitory,

will sell gas supplies to T. W. Phillips. T. W. Phillips states that as pan of its

least-cost purchasing strategy, it and its customers wouldbenefit from the ability

to purchase gas directly from Energy Corp., which will be a reliable, low-cost

supplier.

The Transponation Service Agreement standard form will be used

by T. W. Phillips and Energy Corp. to enter into transportation alrangements fr9m

time to time'in which Energy Corp. would transport natural gas on T. W. Phillips'

system to end users or other parties. T. W. Phillips states that such transportation

service would be provided by it under the terms and conditions set forth in T. W.

Phillips' then effective Rate Schedule TS - Transportation Service.

T. W, Phillips states that it recognizes that approval of this affiliated

interest filing does not constitute approval of the prudency of any gas purchase or

gas transportption transactions between T. W. Phillips and Energy Corp., nor does

it represent approval of the gas prices or transpbrtation rates included in the

transactions. Those issues will be subject to review in Purchased Gas Cost Section

Ordcr Doc. tl403t5
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Witness: Gregory A. Sciullo

. 1307(0 or general base rate case proceedings in which all transactions with

affiliates are required to be disclosed, or in other appropriate proceedings before

the Cornmission.

T. W. Phillips states that it respectfully requests the Commission to

approve the forms of Agreements so that Energy Corp.and T. W. Phillips can

initiate the transactions described thereunder. Pursuant to the provisions of 66 Pa.

C.S. $2102(d), T. W. Phillips also requests that the Commission's order

specifically stipulate that such approval extend to any subsequent standard forms

of Gas Purchase or Gas Transportation Agreements executed by Energy Corp.

which are utilized by T. W. Phillips in the future for the purchase of gas from or

the transportation of gas for unaffiliated parties.

We note that this Agreement is filed in accordance with the

requirements of Section 2102(b) of the Public Utility Code, 66 Pa. C.S. $2102(b).

We have examined the Agreement and the Standard Forms and have

' determined that they appear to be reas6nable and consistent with the public

interest. However, approval ofthe Agreement and the Standard Forms does not

preciude us from investigating, during any formai ptoceedings, the reasunableness

of this Agreement and the Standard Forms; THEREFORE,

IT IS ORDERED:

1. That the Affiliated Interest Agreementbetween T. W. Phillips

Gas and Oil Co. and T. W. Phillips Energy Corp. be, aqd hereby is, approved.

Ordcr Doc. #140385
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. Witness: Gregory A. Sciullo

2. Tbatthe Standard Forms, namely, the Gas Purchase Agreement

form and the Transportation Senrice Agreement form be, and hereby are,

approved.

3. That approval is extended to any subsequent standard forms for

Gas Purchase or for Gas Transportation executed by Energy Corp. which are

utilized by T. W. Phillips in the future for the purchase of gas frorn or the

trahsportation of gas for unaffiliated parties.

4. That acceptance of the items in paragraphs 1,2 and 3 does not

preclude the Commission from investigating, during any forrnal proceeding, the

reasonableness of charges incurred.

closed.

5. That this proceeding at Docket No. G-00990691 be marked

BY THE COLMISSION,

4

fu,vrn'J+
James J. McNulty
Sccretary

(sEAL)

ORDER ADOPTED: July 15,1999

ORDER ENTERED' JUL I 5 tgs

Order Doc. #140385
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T.W. PHILLIPS
GAS AND OIL CO.

Exhibit Vl.ll.RR.51
Page 9 of46

\Mhess: Gregory A. Sciullo

205 North Main Street
Butler, Pennsylvania 1 6001

(7241287-27s1

June 11,'1999

vrA UPS gVERNIGHT QELIVERY

Mr. James J. McNultY, Secretary
Pennsylvania Public Utility Commission
P. O. Box 3265
Hanisburg, Pennsylvania 171 05-3265

Re: Affiliated Interest Agreements Between
T. W. Phillios Gas and Oil Co. and T. W. Phillipg Enerov Coro.

Dear Secretary McNulty:

T. W. Phillips Gas and Oit Co. (''T.W. Phillips") and T. W. Phillips Energy Corp. ("Energy CorpJ,
both subsidiaries of TWP lNC., a Pennsylvania corporation, have entered into an Agreement (attached
as Exhibit "A") pursuant to which T. W. Phillips proposes to provide various administrative services to
Energy Corp., an affiliated interest under Section 2101 of the Public Utility Code, 66 PA. C.S. Section
2101. The administrative services to be provided by T. W. Phillips will relate to Energy Gorp.'s offerings
of various energy-related services to end-user customers including, but not limited to, marketing of
natural gas, service line protection, price risk management, customer bill payrnent insurance, energy
management, appliance financing and protection, merchandising of energy-related goods and

commercial equipment, and other energy-related services.

T. W. Philtips and Energy Corp. also propose to enter into gas purchase transactions from time
to time wlrereby Energy Corp., as a marketer of gas in T. W. Phillips' service tenitory, will sell gas
supplies to T. W. Phillips pursuant to substantially the same terms and conditions as are set forth in the
standard fonn of Gas Purchase Agreement attached as Exhibit "B", as amended from tirne to time. The
price of gas sold by Energy Corp. to T. W. Phillips shall be equal to or less than the cost of altemate
supplies available to T. W. Phillips from non-affiliated suppliers which are similarly situated with respect
to volume, availability, location, transporting pipeline, reliability, and such other operating criteria that
are appropriate at the time of purchase. As part of T. W. Phillips' least-cost purchasing strategy, T. W.
Phillips and its customers would benefit from the ability to purchase gas directly from Energy Corp.,
which will be a reliable, low-cost supplier.

Finally, T. W. Phillips and Energy Corp. propose to enter into transportation arrangements from
time to time in which Energy Corp. would transport natural gas on T. W Phillips' system to end users or
other parties pursuant to T. W. Phillips' standard form of Transportation Service Agreement attached as
Exhibit "C", as amended from time to time. Such transportation service would be provided by T. W.
Phillips under the terms and conditions set forth in T. W. Phillips' then effective Rate Schedule TS -
Transportation Service.

sEFYtt{G PEae= Sll{cE ros
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Witness: Gregory A. Sciullo

TVY PHILLPS
GAS ANO Oil- CO,

Please accept for filing in this matter the enclosed three (3) copies of (D the Administrative
Services Agreement. (ii) the form of Gas Purchase Agreement, and (iii) the form of Transportation
Service Agreement. Energy Corp. intends to engage in the transactions contemplated by these
Agreements on oraboutAugust 1, 1999. Accordingly, T.W. Phillips respectfully requests approval of
the Agreements pursuant to Section 2102 of the Public Utility Code by that date. ln furtherance of this
goal, it should be noted that the affiliate transactions identified in this filing do not present a case of first
impression for the Pennsylvania Public Utility Commission (the "Commission"). The Commission has
previously approved similar affiliated interest agreements filed by The Peoples Natural Gas Company,
Columbia Gas of Pennsylvania, Inc., Equitable Gas Company, UGI Utilities, Inc., and other
Pennsylvania utlities.

T. W. Phillips recognizes that approval of this affiliated interest filing does not constitute
approval of the prudency of any gas purchase or gas transportation transactions between T. W. Phitlips
and Energy Corp., nor does it represent approval of the gas prices or transportation rates included in
the transactions. Those issues will be subject to review in Purchased Gas Cost Section 1307(Q or
general base rate case proceedings in which all transactions with affiliates are required to be disclosed,
or in other appropriate proceedings before the Commission.

T. W. Phillips respectfully requests the Commission to approve the enclosed forrns of
Agreements so that Energy Corp. and T. W. Phillips can initiate the transactions described hereunder.
Pursuant to the provisions of 66 PA C.S. S2102(d), T. W. Phillips also requests that the Commission's
order specifically stipulate that such approval extend to any subsequent standard forms of Gas
Purchase or Gas Transportation Agreements executed by Energy Corp. which are utilized by T. W.
Phillips in the future for the purchase of gas from or the transportation of gas for unaffiliated parties.

Please date stamp the enclosed copy of this letter to indicate receipt of this filing in your office
and retum the same to me in the self-addressed, stamped envelope.

Sincerely,

T. W. PHILLIPS GAS AND OIL CO.

{l.$ W'y,'.^,r*
Robert M. Hovanec
Vice President and

Chief FinancialOfficer

RMH:KK
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Witness: Gregory A. Sciullo
EXHIBIT Y\''

ADMI N ISTRATIVE SERVICES AGREEMENT

AGREEMENT made tnis18 day of June 1999 by and between T. W. Phillips Gas and Oil Co.

fT. W. Phillips') and T. W. Phillips Energy Corp., ("Energy Corp."), both subsidiaries of TWP lNC.

WHEREAS, Energy Corp. proposes to offer various energy-related services, includlng but not

limited to marketing of natural gas, service line protection seryices, risk management services,

customer payment insurance, energy management services, appliance financing and protection

seryices, and rnerchandising of energy related goods and commercial equiprnent (collectively

hereinafter referred to as the "Program Services'), to public utility end-user customers, including

customers of T. W. Phillips; and

WHEREAS, Energy Corp. desires to utilize certain of T. W. Phillips' personnel and assets to

provide administrative services to Energy Corp. in connection with the Program Services; and

WHEREAS, T. W. Phillips desires to provide these administrative services.

NOW, THEREFORE, in consideration of the mutual covenants contained herein, and intending

to be legally bound hereby, the parties agree as follows:

T. W. Phillips will provide billing, accounting, customer service, and other administrative

services as requested by Energy Corp. in connection with the Program Services. T. W.

Phillips may engage unaffiliated third party contractors to provide certain of those

services.

All administrative services rendered under this Agreement shall be provided at cost. The

cost of rendering such services shall include: (i) a portion of the salaries and wages of

employees of T. W. Phillips determined according to the time devoted by such

employees to the performance of seryices hereunder; (ii) the cost of employees' benefits

and payrolltaxes attributable to salaries and wages directly billed under (i) above; (iii) the

actual costs of materials and supplies furnished by T. W. Phillips in connection with the

performance of services under this Agreement; (iv) administrative and general costs

attributable to services performed under this Agreement (including reasonable amounts

for general office maintenance and depreciation, amortization, return and related taxes

1.

2.

1
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on T. W. Philtips' general plant investment) determined in accordance with T. W. Phillips'

policies and proceduresi (v) the actual costs incurred by T. W. Phillips in procuring

contractors to provide such services; and (vi) all other out-of-pocket operating costs, and

other expenses incured by T. W. Phillips or its employees in connection with the

performance of services under this Agreement.

T. W. Phillips shall render monthly invoices to Energy Corp, for services provided

hereunder, All such invoices will be due and payable within thirty (30) days of the date of

T. W. Phillips' invoice.

This Agreement shall become effective as of August 1, 1999, or upon receipt of

Commission approval, if later, and shall continue in force and effect for a term of one (1)

year from said date and, thereafter, until termination by either party upon sixty (60) days'

written notice of termination.

The respective duties, obligations, and liabilities of T. W. Phillips and Energy Corp. under

this Agreement are intended to be several and not joint or collective, and nothing in this

Agreement shall ever be construed to create an association, joint venture, trust or

partnership, or to impose a trust or partnership duty, obligation or liability on or with

regard to either T. W. Phillips or T. W. Phillips Energy Corp. Each party shall be

individually responsible for its own obligations as herein provided. Neither party shall be

under the control of or deemed to control the other solely by virtue of this Agreement.

Either party may, without relieving itself of its obligations under this Agreement, assign

any of its rights thereunder to an entity with which it is affiliated, but otherwise no

assignment of this Agreernent or any of the rights or obligatlons thereunder shall be

made unless there first shall have been obtained the consent thereto in writing of the

other party.

This Agreement is made in and shall be construed in accordance with the laws of the

Commonwealth of Pennsylvania, The invalidity or unenforceability of any particular

provision of this Agreement shall not affect the other provisions hereof, and this

Agreement shall be construed in all respects as if such invalid or unenforceable provision

were omitted.

3.

4.

5.

6.

7.

2
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T. W. PHILLIPS GAS AND OIL CO.

T. W. PHILLIPS ENERGY CORP.

Exhibit Vl.ll.RR.51
Page 13 of46

Wrtness: Gregory A. Sciullo

Robert M. Hovanec
Vice President

3
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Witness: Greoorv A. Sciullo- EXHIBIT'B''

GAS PURGHASE AGREEMENT

AGREEMENT made this 

- 

day of ,_ by and between T. W.

Phillips Energy Corp. ("Sellefl) and T. W. Philllps Gas and Oil Co. ("Buyet"). Buyer and Seller

may be refered to individually as "Party' or collectively as "Parties." The Agreement shall

include alltransaction-specific Confirmation Agreements, which shall be substantially in the form

attached hereto as Appendix 'A".

1. Nature of Transaction: Buyer and Seller agree to purchase and sell natural gas

(hereinafter "gas') pursuant to the terms set forth herein and in any applicable Confirmation

Agreement. Gas may be sold and purchased on a firm, interuptible or othenuise defined basis,

as specified in the applicable Confirmation Agreement.

2. Gontract Term and Sales Period(s): The primary term of this Agreement is one

year commencing with the above date, and shall continue from year to year thereafter. Either

Party may terminate the Agreement upon thirty (30) days' prior written notice effective the later

of either the expiration date of the Sales Period specified in any then effective Confirmation

Agreement or the end of the primary or any successive term hereof,

3. Quantity: Except as othenrvise permitted, Seller shall tender for delivery and sell

the specified Contract Quantity to Buyer at the Point(s) of Delivery (as defined in a Confirmation

Agreement), and Buyer shall accept and pay for such gas.

4. Gontract Price: Buyer shall pay Seller the price specified in the applicable

Confirmation Agreement (the "Contract Price"). The Contract Price shall include all applicable

taxes for which the taxable incident takes place prior to the Point(s) of Delivery and shall

exclude all taxes applicable to the gas at or downstream of the Point(s) of Delivery.

5. Quality, Pressure, and Measuremenfi Gas tendered by Seller hereunder shall

be merchantable. Gas is merchantable if it meets all quality and pressure specifications

required by Buyer. The quantity of gas shall be measured by Buyer at the Point(s) of Delivery.
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6. Tltle, Possession, and Control: Title to and risk of loss of all gas purchased by

Buyer shall pass to Buyer at the Point(s) of Delivery. Seller warrants that it holds title to the gas,

or has the right tro sell the gas, at the Point(s) of Delivery and that the gas is free from liens and

adverse claims of any kind. Seller shall indemnify Buyer against any liens and claims arising

with respect to the title to, or its right to sell, the gas prior to the Point(s) of Delivery.

7. Transportation Balanclng and Overruns: Any charge imposed by a

transporter due to an unexcused imbalance or failure to receive or deliver the Contract Quantity

shall be paid by the Party causing such imbalance or failure. Buyer and Seller shall notify each

other as soon as possible after receipt of any notice from a transporter that such an imbalance

or f,ailure has occuned or is likely to occur and shall reasonably attempt to cure the problem.

8. Billing and Payment: All amounts due hereunder shall be payable on the later

of the 25th day of each month orfifteen (15) days after the presentation of an invoice for he gas

delivered during frte preceding measuring period. Buyer shall pay Seller by wire transfer to the

following Bank Account:

or by check to Seller at 205 North Main Street, Butler, Pennsylvania 16001; Attention: Accounts

Raceivable. Any unpaid amounts shall accrue interest from the due date ai the rate which is the

lesser of 1.5 percent per month or the maximum lawful rate, Seller may curtail deliveries if an

amount due is not received when due or if Seller reasonably believes that Buyer is unable to

pay an amount due. Deliveries may not be curtailed where a good faith dispute arises. To

avoid curtailment, Buyer must inform Seller in writing of such dispute and pay the undisputed

amount

9. Force Majeure: In the event that either Seller or Buyer is rendered unable,

by reason of an event of force majeure, to perform, wholly or in part, any obligation or

commitment set forth in this Agreement or any Confinnation Agreernent, then upon such Partt's

giving notice and full particulars of such event of force majeure, this Agreement or any

Confirmation Agreement shall be suspended, except for the payment of monies owed

hereunder, to the extent and for the period of suclr force majeure condition.

The term Torce majeure'as employed in this Agreement shall mean acts of God,

strikes, lockouts or industrial disputes or disfurbances, civil disturbances, anests and restraint of

-2-
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rulers of People, failure or inability to secure or maintain capacity for purposes of transportation

of gas on any pipeline system, failure of gas supply, acts of the public enemy, wars, riots,

blockades, insunections, freezing of wells or pipelines, unavailability of Buyels gas utilization

facilities, or any other cause, whether of tre kind herein enumemted or oherwise, not

reasonably within the control of the Party claiming force majeure.

10. Notices: Notice(s) required hereunder shall be deemed properly made if

telecopied, delivered personally or sent by regular or certified mailto the following addresses or
facsimile numbers:

11. Assignment: Upon written notice to the other Party, either Buyer or Seller may

assign this Agreement and any related Confirmation Agreement(s) to a corporate affitiate or
successor. No other assignment shall be valid without the prior written consent of the other

Party, which may not be unreasonably withheld.

12. Goveming Law and Severability: This Agreement shall be construed in

accordance with the laws of the Commonwealth of Pennsylvania without recourse to provisions

goveming cttoice of law. The venue of any action brought by either Party shall be Buler
County, Pennsylvania.

AGREED and accepted this day of

Buveis Representative:

T. W. Phillips Gas and Oil Co.

Telephone:
Fax:

SELLER:

T. W. PHILLIPS GAS AND OIL CO.

Selle/s Reoresentativq

T. W. Phillips Energy Corp.

Telephone:
Fax:

BUYER:

T. W. PHILLIPS ENERGY CORP.

By: By:

Title:

-3-
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CONFIRMATION AGREEMENT NO.

The Confirmation Agreement is subject to the terms of the existing Natural Gas

Purchase and Sales Agreement between T. W. Phillips Gas and Oil Co. ('Buyef) and T. W.

Phillips Energy Corp. (Selle/') (the ?greement) dated In the

evEnt a conflict exists between the terms and conditions of the Agreement and this Confirmation

Agreement, the tenns and conditions of this Confirmation Agreement shall govern.

NATURE OF SERVIGE:

SALES PERIOD:

CONTRACT QUANTITY:

CONTRACT PRIGE:

PO|NT(S) OF DELTVERY:

OTHER CONDITIONS:

SELLER:

T. W. PHILLIPS GAS AND OIL CO.

BUYER:

T. W. PHILLIPS ENERGY CORP.

Title:

By: By:

Title:

APPENDIX..Att
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EXHIB]T'C''

TRANSPORTATION SERVICE AGRE EM ENT
(Rate Schedule TS)

Between

T. W. PHILLIPS GAS AND OIL CO.

And
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TRANSPORTATTON S ERV|C E AGREEMENT [LSl

THIS TMNSPORTATION SERVICE AGREEMENT made and entered into as
of this day of , by and between T. W. PHILLIPS GAS AND OIL CO., a
Pennsylvania public utility corporation having its principal office in Butler, Pennsylvania,
(hereinafter cal led'Transporter"),

a
n

d

T. W. PHILLIPS ENERGY CORP., A Pennsylvania corporation, having located in
County, Pennsylvania, (hereinafter called "Custome/').Township,

WITNESSETH THAT:

WHEREAS, Transporter is a Pennsylvania public utility providing natural gas service to
the public in Western Pennsylvania;

WHEREAS, Customer owns and operates (the " ") in
County, Pennsylvania,Township,

WHEREAS, Customer has available certain quantities of natural gas which can be
delivered to Transporter at the Point(s) of Receipt hereinafter described;

WHEREAS, Customer desires Transporter to receive such quantities of natural gas for
transportation to at the Point(s) of Delivery hereinafter described; and

WHEREAS, Transporter is willing to perform such transportation service upon the terms
and conditions set forth herein;

NOW THEREFORE, the parties hereto, in consideration of the mutual covenants
contained herein, and intending to be legally bound hereby, have agreed and do hereby agree
that Transporter will transport for Customer and that Customer will furnish to Transporter,
natural gas for such transportation during the term hereof, on the terms and conditions
hereinafter provided:

SECTION I

Definitions

For purposes of this Agreement, unless the context of the instrument requires otherwise,
the following definitions shall be applicable:

1.1 DEy

The term "Day'' shall mean a period of twenty-four (24) consecutive hours beginning and
ending with 8 a.m. Butler Time.

1E6
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1.2 Mcf

The term "Mcf' shall mean 1,000 cubic feet.

1-3 Month

The term "Month" shall mean a calendar month.

Exhibit Vl.ll.RR.51
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1.4 Summer Deliverv Period

The term "Summer Delivery Period" shall mean the period from through
October 31, inclusive, of any calendar year during the term hereof.

1.5 \Mnter Deliverv Period

The term 'Winter Delivery Period" shall mean the period from November 1 of any
calendar year through inclusive, of the following calendar year during the term
hereof.

SECTION II

Transportation Service

2.1 Subject to the terms, conditions, and limitations hereunder and of Transporteds
Rate Schedule TS - Transportation Seryice, Transporter, during the terrn of this Agreement,
agrees to receive and accept from Customer at the Point(s) of Receipt hereinafter specified for
transportation to the Point(s) of Delivery hereinafter specified, less adjustment for lost
and unaccounted as provided in Transporter's Rate Schedule TS - Transportation Service, such
quantities of natural gas as Customer makes available up to daily, monthly, and annual
maximum aggregate volumes (the "Maximum Transportation Volumes") not exceeding (i)

Summer Delivery Period (the "Maximum Day Transportation Volumes"), (ii) Mcf per
Month during the \Mnter Delivery Period and _ Mcf per Month during the Summer
Delivery Period (the "Maximum Monthly Transportation Volumes"), and (iii) _ Mcf
annually. Any limitations on the quantities to be received from each Point of Receipt and/or
delivered to each Point of Delivery shall be as specified on Exhibit "A" attached hereto.

2.2 No later than Friday of each week during the term hereof, Customer shall
communicate to Transporte/s gas control center in Butler, Pennsylvania, the aggregate daily
volumes to be tendered hereunder by Customer at each of the Point(s) of Receipt during the
following week, and Transporter shall notify Customer of the maximum daily quantity of natural
gas wttich should be received from Customer at each Point of Receipt. Custome/s deliveries
shall not exceed on any Day at each such Point of Receipt the applicable maximum daily
quantity so specified by Transporter.

2.3 lt is expressly understood and agreed that the transportation service provided for
herein is conditioned upon the availability of capacity sufficient to provide such service without
detriment or disadvantage to Transporter's existing customers who are dependent on
Transporte/s general system supply.

1g
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SECTION I I I

Standby Retail Service

3.1 Customer hereby elects not to receive Standby Retail Service with respect to the
Maximum Transportation Volumes set forth in Section 2.1. Accordingly, it is expressly
understood and agreed that if Customer's volumes to be transported hereunder are not
made available at the Point(s) of Receipt or if Transporter is unable to deliver such volumes to
the Point(s) of Delivery, Transporter has no obligation to provide Standby Retail Service to
replace suctr volumes at the Point(s) of Delivery.

SECTION IV

Point(s) of Receipt and Deliverv: Receipt and Delivery Pressures

4.'l The Point(s) of Receipt for all gas to be received from Customer for transportation
by Transporter hereunder shall be at those Point(s) specified on Exhibit "A' attached hereto. All
natural gas received by Transporter from Customer at the Point(s) of Receipt shall be delivered
at such pressure as may be required from time to time to enler Transporter's pipeline system.

4.2 The Point(s) of Delivery for all natural gas transported hereunder shall be at the
outlet side of TransporteCs existing measuring and regulating station located at the Point(s)
specified on Exhibit "A' attached hereto. Transporter shall deliver the gas to be transported
hereunder to the Point(s) of Delivery at the pressures existing from time to time in Transporter's
pipeline system at said Point(s) of Delivery.

SECTION V

Rates and Charoes: Billinq And Pavment Procedures

5.1 The rates and charges to be paid by Customer to Transporter for gas
transportation provided hereunder shall be in accordance with the rates and charges applicable
to Transportation service specified in Rate Schedule TS - Transportation Service of
Transporte/s curently-effective PUC Gas Tariff or any effective superseding rate schedule or
tariff.

5.2 The Volumetric Rate to be paid by Customer to Transporter for gas transportation
provided hereunder shall be $_ per Mcf.

5.3 The Customer Charge pursuant to said Rate Schedule TS - Transportation
Service shall not be applicable until the first billing period in which transportation of gas
commences hereunder.

5.4 The billing and payment procedures hereunder shall be in accordance with the
applicable provisions of Rate Schedule TS - Transportalion Service of Transporte/s currently-
effective PUC Gas Tariff and the pertinent Rules and Regulations contained in such Tariff, as
such Rate Schedule and Rules and Regulations may be amended or superseded from time to
time.
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SECTION VI

Measurement and Qualitv: Waranty of Title: Other Warranties

6.1 The measurement and quali$ of the natural gas delivered by Gustomer to
Transporter and redelivered by Transporter to the Point(s) of Delivery hereunder shall be in
accordanoe with Rate Schedule TS - Transportation Service and the Rules and Regulations set
forth in Transporte/s currently-effective PUC Gas Tariff as the same rnay be amended or
superseded from time to time.

6.2 The Customer's warranties of title contained in Rate Schedule TS - Transportation
Service are expressly incorporated herein.

6.3 flNSERT other warranties, if any.l

6.4 Transporter shall not be obligated to provide or continue service hereunder in the
event of any breach of warranty.

SECTION VII

Term: Commencement of Service

7.1 Except as otherwise provided herein, this Agreement shall be effective as of the
date hereof and shall continue and remain in full force and effect for a primary term ending

, _, provided, however, that Transporter may terminate this Agreement
prior to the expiration of said primary term as provided by law or the provisions of this
Agreement or Transporter's then effective PUC Gas Tariff.

7 -2 Transportation service hereunder shall commence as of

7.3 Any portion of this Agreement necessary to resolve or cash-out imbalances under
this Agreement as required hereunder or by the applicable provisions or Transporte/s then
effective PUC Gas Tariff shall survive the other parts of this Agreement until such time as such
balancing has been accomplished; provided, however, that Transporter notifies Customer of
such imbalance not later than twelve (12) months after the termination of this Agreement

SECTION VIII

Tariff: Laws. Rules & Regulations

8.1 Notwithstanding anything herein to the contrary, the rates, terms, and conditions
for the service to be rendered hereunder shall be subject to and in accordance with
Transporte/s applicable effective PUG Gas Tariff (including the pertinent Schedule(s) and the
Rules and Regulations thereunder) as the same may be amended or superseded from time to
time, all of which are expressly incorporated herein. In the event of a conflict between the
provisions of this Agreement and Transporter's applicable effective PUC Gas Tariff, the latter
shall control. Transporter shall have the right to propose to and file with the PUC or other
regulatory body having jurisdiction supplements, changes, and revisions to its effective PUC
Gas Tailff (including the Schedules and Rules and Regulations thereunder) for the purpose of
supplementing, changing, or revising the rates, terms, conditions, and other provisions thereof
applicable to Customer.
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8.2 This Agreement, insofar as it is affected thereby, shall be subject to all present and
future valid and applicable laws and to the valid and applicable present and future rutes,
regulations or orders of any regulatory agency or authority having jurisdiction. Nothing
contained herein shall be construed as affecting Transporter's or Customer's rights to contest
the validity or applicability of any such rules, Iaws, regulations, or orders.

SECTION IX

Miscellaneous

9.1 This Agreement, together with Transporter's PUC Gas Tariff referenced and
incorporated herein, represents the entire understanding of the parties with respect to the
subject matter hereof and supersedes and merges herein all prior negotiations, understandings,
agreements, and representations. Except for modifications resulting from revisions in
Transporter's effective PUC Gas Tariff, no change, waiver, modification, or amendment of this
Agreement shall be binding or of any effect unless in writing duly signed by the party against
which such change, waiver, modification, or amendment is sought to be enforced.

g-2 Unless otherwise provided herein, all notices, requests, or demands which are
required or contemplated by this Agreement shall be in writing and shall be sent by registered or
certified mail, postage prepaid, addressed as follows until changed by either party by certified or
registered letter addressed to the other party:

(i) lf to Transporter, to

T. W Phillips Gas and Oil Co.
205 North Main Street
Butler, Pennsylvania 1 6001

Attention: Robert M. Hovanec
Vice President and Chief Financial Officer

Telephone: (412) 287-8620
Facsimile: (412) 287-5021

(ii) lf to Customer, to

T. W. Phillips Energy Corp.
205 North Main Street
Butler, Pennsylvania 1 6001

Attention: Jay W. Dawson, Esquire
Assistant Secretary

Telephone. (724) 287 -2751
Facsimile: (724) 287$682

Routine communications, including monthly stalements and payments, may be sent by ordinary
mail. Notices which shall be served upon the parties hereto in the manner provided in this
Section shall be deemed sufficiently served or given for all purposes under this Agreement at
the time such notice shall be mailed as provided herein at any post office or branch post office
regularly rnaintained by the United States Postal Service or any successor to the functions
thereof.
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9.3 This Agreement shall be binding upon and shall inure to he benefit of the parties
and their respective successors and assigns .

9-4 This Agreement shall be governed by, construed, and interpreted in accordance
with the laws of the Commonwealth of Pennsylvania. The invalidity or unenforceability of any
particular provision of this Agreement shall not affect the other provisions hereof, and this
Agreement shall be construed in all respects as if such invalid or unenfore,eable provision were
eliminated.

9.5 Whenever this Agreement makes reference to "this Agreement" or to any provision
"hereof', or words to similar effect, such reference shall be construed to refer to the within
instrument unless the context clearly requires othenvise. The titles of the Sections herein have
been inserted as a matter of convenience of reference only and shall not control or affect the
meaning or construction of any of the terms and provisions hereof.

9.6 No waiver by either Seller or Buyer of any default of the other under this
Agreement shall serve as a waiver of any future default, whether of like or different character or
nature.

9.7 The parties hereto may execute this Agreement in any number of separate
counterparts, each of which, when executed and delivered by the parties hereof, shall have the
full force and effect of an original; but all such counterparts shall be deemed to constitute one
and the same instrument.

lN WTNESS WHEREOF, the parties hereto have duly executed this Agreement as of the
day and year first above written.

ATTEST:
TRANSPORTER:
T. W. PHILLIPS GAS AND OIL CO.

Secretary Vice President

CUSTOMER:
T. W. PHILLTPS ENERGY CORP.

(Corporate Seal)

ATTEST:

Title:
(Corporate Seal)

Assistant Secretary

rQ
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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 1710S3265

November 10,2010
Docket No. G -2008-207 0532

ROBERT M HOVANBC
TWPHILLPS GAS A}.ID OIL CO
205 NORTIIMAIN STRBET
BTITLERPA 1600I

' Re: Affiliated Interest Agree,ment between T.W. PhiltiFs Gas and Oil Co., T.W.
Pbillips Gas Supply Corp. and T.W. Phillips Pipeline Corp.

DearMr. Hovaneo:

On October 23,2008, T.W. Phillips Gas and Oil Company (Company) filed with the
Commission, pusuant to 66 Pa C.S. $$ 2102, et seq,, the above-referenced A-ffiliated Interest Agreement
(egreernenQ for approval. By Secretarial L€tter dated Novenber 4, 2008, the Commission extended the
period for consideration ofthis Agreement untit firthcr Order of the Comnission. Subsequent$ on
October 11, 2010, the Company submittBd a revised Agreement that incorporated changes necessary to
address various ooncens raisedby Commission staff dring its rsview of the original Agreement.

Tbis revised Ageement was entered into betrroen the Company and its Affiliates, T.W.
Phillips Gas Supply Corp and T.W. Phillips Pipeline Corp. (Affiliates), and authorizes the Cornpany to
provide the Affiliates with adminishative and other services as detailed in its Affiliated Interest
Agreerrent filed at Docket No. G-2008-2070532.

Upon rwiew of the Company's filing, it does not appear that this Agreement is
unreasonable or contary to the public intere.st, Thereforg this filing is hereby approved. However
approval concerning T.lV. Phillips Pipeline Corp, @ipeline Corp), is liiited to its current operations as

described inthe Company's filing, If Pipeline Corp expands oferations beyond that of those rle.scdbed itr
its frling T.W Phillips is directed to seek Commission approval. It is to be noted, approval of this filing
does not constitute a determination that the associated costs or expenses are reasonable or pnrdent for the
purposes of determiningjust and reasonable ratee. Furthermorg the Commission's alrproval is zubjeot to
the possibility that subsequent audits, rwiews and inquiries in any Commission proceeding may be
conducted, pursuant to 66 Pa. C.S. $$ 2L02, et sq, and the Cornmission reseNves the right to revisit any
issue ad&essed in the revised Agreernent as a rwult of such audits, reviews and inquiries.

In addition, this approval will apply only to the agreeme,nt, senrices, matters andparties
specifically and olearly defined under this instant prcceeding, as well as under any associated and
prwiously filedfilings.

Elaine lvtcDonald, FUS
Bre,ntKillian, FUS
Kathleen Aunkst, Seoretary's Bureau
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II{ RCPLY FLEASE
REFERTOOURRLE

Secretary
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Affiliated I nterest Ag reement

By and Between

T. W. Phillips Gas and Oil Co., T. W. Phillips Gas Supply Corp.

and T. W. Phillips Pipeline Corp.

AGREEMENT made this 1st day of November 2010 by and between T, W. Phillips Gas and Oil

Co. 1,T.W. Phillips"), T. W. Phillips Gas Supply Corp., ("Supply Corp.') and T. W. Phillips Pipeline Corp.

("Pipeline Corp."), all of whom are subsidiaries of TWP lNC. Supply Corp., Pipeline Corp. and

T. W. Phillips, represent the only parties to the proposed Affitiated lnterest Agreement ("AlA").

WHEREAS, Supply Corp. is a natural gas production company that sells natural gas well

production directly into T. W. Phillips pursuant to a Pennsylvania Public Utility Commission fPUC")

approved affiliated gas purchase agreement and

WHEREAS, Pipeline Corp. is a non-contiguous interstate pipeline company which provides gas

transportation service to a new ethanol production facility and will be certilicated and regulated by the

Federal Energy Regulatory Commission ("FERC"); and

WHEREAS, Supply Gorp. and Pipeline Corp. desire to utilize certain T. W. Phillips' personnelto

provide administrative and other services; and

WHEREAS, the rendition of the contemplated services described below on a centralized basis

enables T. W. Phillips to realize economic and other benefits through (i) the efficient use of personnel

and equipment, (ii) the coordination of analysis and planning, and (ili) the availability of specialized

personnel and equipment which Supply Gorp. and Pipeline Corp. cannot economically maintain on an

individual basis.

NOW, THEREFORE, in consideration of the mutual covenants contained herein, and intending to

be legally bound hereby, the partles agree as follows:

1. T. W. Phillips will provide to Supply Gorp. and Pipeline Corp. the following administrative

and other seMces: accounting and statistical services, auditing services, budget services,

electronic communications services, corporate services, employee s€rvices, engineering

and research services, legal services, information services, gas dispatching services,

insurance serMces, information technology services, rate services, operations support and

planning services, tax seMces, land/surveflng services, purchasing, storage and

1
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disposition services, treasury services, depreciation servic€s, customer billing, collection

and contact seryices, offlcers, economic services and business promotion services, not

specifically identified herein as may be properly and efficiently rendered by T. W. Phillips

and requested by Supply Corp. and Pipeline Corp. A detailed description of the

aforementioned services is provided in Appendix A, attached hereto.

All administrative and other services rendered under the SeMce Agreement shall be

provided at full cost. lt is the intent of the Service Agreement that charges for services

shall be billed directly to the affiliated entity benefiting from such services. The cost of

rendering such seMces shall include: (i) a portion of the salaries and wages of

employees of T. W. Phillips determined according to the time devoted by such employees

to the performance of seMces hereunder; (ii) the cost of employees' benefits and payroll

taxes attributable to salaries and wages directly billed under (i) above; (lil) the actual costs

of any rnaterials or supplies fumished by T. W. Phillips in connection with the performance

of services under the Service Agreement; (iv) all administrative and general expens€s

attributable to seMces performed under the Service Agreement (including reasonable

amounts for general office maintenance and depreciation, amortization, refurn and related

taxes on T. W. Phillips' genera[ plant investment) determined in accordance with

T. W. Phillips' policies and procedures, which have been instituted and implemented

consistent with T. W. Phillips' lmplementation Plan filed in response to the

recommendations contained in the PUC Bureau of Audits Focused Management and

Operations Audit Repoft issued March 2009 at Docket No. D-07MGTO22 (the "PUC

Management Audif); (v) the actual costs incuned by T. W, Phillips in procuring

contractors to provide such services; and (vi) all other out-of-pocket operating expenses

incurred by T. W. Phillips or its employees in connection with the performance of services

under the Service Agreement. T. W. Phillips' employees will be required to provide an

accounting of the hours involved in services for the Affiliates. Such compilation of hours

worked will be determined consistent with the methodology implemented by T. W. Phillips

in response to the recommendations contained in the PUC Management Audit. All such

employees will have billing rates which include salary and employee benefits, which are

periodically reviewed by the PUC Bureau of Audits and updated by T, W. Phillips, if

necessary. T. W. Phitlips definition of "full cost" includes corporate overhead.

Reasonable amounts for the corporate overhead cost allocation has been and will be

determined consistent with the PUG Bureau of Audits' recommendation and T, W. Phillips'

lmplementation Plan both of which were accepted by the Commission in 2009. Direct

costs for special one-time or non-routine services will be determined at the time such

?ou
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servic€s are provid€d. Repetitive administrative services (routine accounting matters,

etc.) will be determined and updated annually. Gorporate overhead cost allocations will

also be determined and updated annually.

T. W. Phillips shall render invoices on a monthly basis to Supply Corp. and Pipeline Corp.

for all seMces provided hereunder. All such invoices will be due and payable within thirty

(30) days of the date of T. W. Phillips' invoice.

The SeMce Agreement shall become effective immediately upon receipt of Commission

approrral and shall continue in force and effect for a term of one (1) year frorn said date

and, thereafter from year to year, until terminated by either party upon sixty (60) days'

written notice of such termination to the other party or until the Service Agreement is

revised by the Commission.

The respective duties, obligations, and liabilities of T. W. Phillips, Supply Corp., and

Pipeline Gorp. under the Service Agreement are intended to be severable and not joint or

collective, and nothing in the SeMoe Agreement shall ever be construed to create an

association, joint venture, trust or partnership, or to impose a trust or partnership duty,

obligation or liability on or with regard to either T. W. Phillips, Supply Corp. or Pipeline

Corp. Each party shall be individually responsible for its own obligations as herein

provided. Neither party shall be under the control of or deemed to control the other solely

by virtue of the Service Agreement.

Either party may, without relieving itself of its obligations under the SeMce Agreement,

assign any of its rights thereunder to an entity with which it is affiliated, but otherwise no

assignment of the Service Agreement or any of the rights or obligations thereunder shall

be made unless there first shall have been obtained the consent thereto in writing of the

other party.

The Service Agreement is made in and shall be construed in accordance with the laws of

the Commonwealth of Pennsylvania. The invalidity or unenforceability of any particular

proMsion of the Service Agreement shall not affect the other provisions hereot and the

SeMce Agreement shall be construed in all respects as if such invalid or unenforceable

provision were ornitted.

3.

4.

6.

7.

f.



Volume Vll Exhibit Vl.ll.RR.51

w*ness: 
",J"T"^:l:ff:

Subject to privacy or confidentiality constraints, T. W. Phillips shall not disclose, directly or

indirectly, any customer or supplier proprietary information to its non-utility affiliates unless

authorized by the customer of supplier. The Gommission's standards of conduct shall

apply to any release of such information.

T. W. Phillips, Supply Corp., and Pipeline Corp. shall hold in confidence any information

conceming the affairs of the other party that it has reason to believe is reasonably

considered by the other party to be confidential and shall not (except as required by law)

disclose, publish, or make use of such information without the consent of the other party.

8.

9.

Robert M. Hovanec
Chief Operating Officer and
Chief Financial Ofiicer

T. W. PHILLIPS GAS SUPPLY CORP.

T. W. PHILLIPS PIPELINE CORP.

4
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T. W. PHILLIPS GAS AND OIL CO.

- Finanee and Treasurer



Volume Vll Exhibit Vl.ll.RR.51
Page 32 of46

Witness: Greoorv A. Sciullo
APPENDIX AAffiliated Interest Agreement

By and Between

T. W. Phillips Gas and OilCo., T. W. Phillips Gas Supply Corp.

and T. W. Phillips Pipeline Corp.

DESCRIPTION OF SERVICES

1. Accounting and Statistical Senices T. W. Phillips will advise and assist the Affiliates
in all aspects of accor.rnting including financial accounting plant accor:nting, regulatory
accounting tax accounting, maintenance of books and records, safeguarding of assets, accounts
payablg accounts receivable, reconciliations, accounting research, reporting, operations and

maintenance analysis, and related accounting functions. T. W. Phillips will also provide services

related to developng, an lyzing and interpreting financial statements, directors' reports,

regulatory reports, operating statistics and other financial rqlorts. T. W. Phillips will ensure

oonrpliance with generally accepted accounting principles and will assist the Affiliates in the
formulation of accounting practices and policies.

2. Auditing Services. T. W. Phillips' independent auditing finn will conduct an annual

audit of the general records of the Affiliate.s and T. W. Phillips will coordinate the audit
prcgrams of the Affrliates with those of the independent auditing firm in such annual

oramination of their accounts.

3. Budget Sen'ices. T. W. Phiilips will advise and assist the AfEliates in matters involving
the preparation and developme,nt of budgets.

4. Ebctronic Communications Services T. W. Phillips will advise and assist the AfEliates
in connection with theplanning installation and operation of radio networks, remote confol and

telerretering devices and any other applications of electronics.

5. Corporute Services. T. W. Pbillips will advise and assist the A-ffitates in connection

with general corporate matters and with proceedings involving regulatorybodies.

6. Employee Scrvice* T. W. Phillips will advise and assist Pipeline Corp. in connection

with anployee relations mattert, including training, compensation, safety and employee benefits.

7. Engineering Semices T. W. Phillips will advise and assist Pipeline Corp. in oonnection

with the engineering and construction matters, including estimates of costs of construction,

preparation of plans and designs, engineering and supervision of the fabrication of natr:ral gas

facilities, standardization of engineering procedures, and supervision and inspection of
construction.

8. Legal Sen'ices T. W. Phillips will provide Affiliates with legal services in connection

with or in support of any of the other servicos provided hereunder including but not limited to,
general oo4lorate matters.
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Affiliated I nterest Agreement

By and Between

T. W. Phillips Gas and OilCo., T. W. Phillips Gas Supply Corp.

and T. W. Phillips Pipeline Corp,

DESCRIPTION OF SERVICES

9. Information Sewices. T. W. Phillips will advise and assist the Alfiliates in matters

involving the firmishing of inforrration to oustomers, employees and to the public generally.

10. Gas Dispatching Services T. W. Phillips will advise and assist the Affiliates in the

dispatching of the gas supplies and in determining and eftecting the most efficient routing and

disnibution of such supplies in the liglnt of the respective needs therefore and the applicable laws

and regulations of gove,mment bodies. If requested by the Affiliates, T. W. Phillips will provide

dispatchers to handle the routing and dispatching of gas. The gas dispatching activities to be

performed by T. W. Phillips is essortially the same as those performed for non-affiliated PA gas

producers. Such activitics will include communications, similar to those with other PA gas

producers, with respect to the turn-on and tum-off of gas well prcduction interconnected with
T. W. Phillips' pipeline system to meet the load requirernents of customers.

ll.Insurance Seryices T. W. Phillips will advise and assist the Affiliates in general

insuraoco rnatters, in obtaining policies, making inspections and settling claims.

lZ.Intormation Technologt Sewices. T. W. Phillips will advise and assist Affrliates in
rnatters involving information technology, including manage,ment, operations, control,

monitoring testing evaluation, data access security, disaster recovery planning; technical

research and support services.

lS.Rate Services. T.W.Phillips will advise and assistPipeline Corp. in all ratemattef,s,

including the design and preparation of schedules and tariffs, the analysis of rate filings and the

preparation and presentation of testimony and exhibits to regulatory authorities.

74. Operatbns Support anil Planning Serttices, T. W. Phillips will advise and assist

Pipeline Corp. in connection with estimates of gas requireme,lrts and gas availability; gas

transmission, measuremen! construction require,ments; constuction management; regulatory

compliance; facility mapping and GIS technologies; and other operating matters.

15. Tax Sewices. T. W, Phillips will advise and assist the AfEliates in tax matt€,rs, in the

prqlaration of tax retums and in connection with proceedings relating to taxes.

16. Land/surwying Semices. T. W. Phillips will provide land asset and contract

managernqrt services in connection with Pipeline Corp.'s acquisitiorl leasing, maintenance and

disposal of interests in real property', including the maintenance of land records and the recording

of instuments relating to such interests in real property,

2$$a
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T. W. Phillips Gas and Oil Co., T. W. Phillips Gas Supply Corp.

and T. W. Phillips Pipeline Corp.

DESCRIPTION OF SERVICES

77, Parchosing, Stnrage and Disposition Services. T. W. Phillips will render advice and

assistance to Pipeline Corp. in connection with zupply chain activities, including the

standardizatioq purchase, leasg license and acquisition of equiprnent materials, supplies,

services and other assets, as well as shipping, storage and disposition of same. T. W. Phillips
will also render advice and assistance to Pipeline Corp. in connection with the negotiation of the
purchase, salg acquisition or disposition of assets and seryices and the placing of purchase

orders for the account of Pipeline Corp. However, it should be noted that neither Affiliate
participates as natural gas supplier/marketers in the natural gas marketplace. As such, neither
A-ffiliate has any need for T. W. Phillips' competitive supplier information and in fact will not be
provided such information. The purchasing services referenced herein will not include the

purchase or storage of natural gas for the Affiliates, rather will include the purchase, disposition

and storage of minor equipment, supplies and other items used in the ordinary course of
business.

18. Treasury Services T. W. Phillips will provide cashmanagement services.

19. Deprecidion Sewices. T. W. Phillips will advise and assist the AfEliates in matters

pertaining to depreciation practices, including (i) the preparation of studies to determine the
estimated serrrice life of assets, annual depreciation rates, salvage experience and trends in
depreciation reservss indicated by such studies; and (ii) dissemination to the Affiliates of
infomration concerning current developments in depreciation practices.

20. Custonter BiIIing, Collection and Contact Sewices T. W. Phillips will render services

to Affiliates associated with the prepmation and issuance of customer bills, notices, inserts and

similar mailings. T. W. Phillips will provide cash processing; revenue recovery account

reconciliations and adjushe,nts, and related services to Affiliates associated with the collection
of revenue and management of accounts receivable. T. W. Phillips will provide customer

contact and related services to Affiliates, including customer contact center managerrent, the
receipt and processing of em€rgenoy calls; the handling of custorirer complaints; and responses

to customer billing, uedit, collection, order take and inquiry, outage, meter reading, retail choice

and other inquiries. T. W. Pbillips' utility customer information system will not be provided to
the Alfiliates as neither is involved in the marketing of natural gas to customers. The customer

billing, collection and contact services contemplated h€rein will be administrative in nature. In
the case of Supply Cotp., its only customer is T. W. Phillips for whom it sells all of its gas

production pursuant to a PUC approved gas purchase/sales contract and under which
T. W. Phillips issues monthly gas purchase invoices and renrit payme,nts thereof. These monthly
bi[ing and payment prooedures are conducted for all PA producers in a similar fashion With
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Affiliated I nterest Agreement

By and Between

T. W. Phillips Gas and Oil Co., T. W. Phillips Gas Supply Corp.

and T. W. Phillips Pipeline Corp.

DESCRIPTION OF SERVICES

respect to Pipeline Corp., it only has one customer and the monthly billing is determined under a

FERC approved negotiated rate agreement. Typical administrative services will include the
receipt, deposit in bank and posting of payments received frorn the single customer of each

Affiliate and the maintenance of the contract files to insure the paynents are consistent with the

contracts.

21. Offrcers Affiliates may, with the consent of T. W, Phillips, elect to any office of the

Affiliates any officer or employee of T. W. Phillips whose compensation is paid, in whole or in
part,by T. W. Phillips. Services rendered to the Affiliates by such person as an officer shall be

billd by T.W. Phillips to the Affiliates and the Affiliates shall not be required to pay any

cornpensation directly to any such person.

22. Economic Services T. W. PhilliFs will advise and assist the Affiliates in matters

involving economic planning and dwelopment.

23. Bwiness Promotion Semices T. W. Phillips will advise and assist the Affiliates in the

prqtaration and use ofpromotional materials.
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17 Nodh Second Sheet
12th Floor
Harlsburg, PA I 71 0'l -1 601
717-731-1970 Nte,ln

717-731-1985 Fax
www.postschell.can

Davld P. Zamblto

dzam bilo@petschell,com
717$12-6052 Dlrect
717-731-1985 Fax
File#:35521149421

Maroh 1,2012

VIA HAND DELIVERY

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

RE: Afflllated Interest Agreement Between Peoples Natural Gas Company LLC and
Peoples TWP LLC; Docket No. G-2012-X290018; AMEIIDED OPERATIONAL
SERVICE AGREEMENT

Dear S ectetary Chiavetta:

Enclosed for filing on behalf of Pooples Natural Gas Company LLC ("Peoples') and
Peoples TWP LLC ("PTWP') please find an original and three (3) copies of an amended version
of the above'referenced affiliated interest agreement ('Amended Agreemenf). The Amended
Agreement refleots olunges requested by Staff from the Bureau of Teohnioal Utility Servioes.
Specifically, the changes are:

(l) The addition of an organizatiotral chart, as indicated in the third "Whereas" olause
and slrown in new "Exhibit I";

, (2) Renunrbering of old "Exhibit I" as "Exhibit II";

(3) Adding "and direstly bill the receiving companf in Paragraph III.; and,

(4) The inolusion of "Appendix A" whioh was inadvettently omitted from the original
filing.

Peoples and PTWP have consented to these requested changes.

ALLEl{roryN ]fAnrusouRo LAr€AstER PHMDepfln PtrrsBURoH FRlNcEroN wlsHilGloN, D.c.

ffi ,Eig E;o
fl*F H

$-f; fi

8682948v1
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Rosernary Ctiavetta
Marclr 1,2012
Page2

Thank you for your atterrtion to this
have any questions. Copies of this filing
attached Certificate of Service.

Exhibit Vl.ll.RR.51
Page 37 of 46

Witness: Gregory A. Sciullo

matter. Please do not hesitate to contact me if you
have beeir ssrved as indicated below and on the

Connsel for Peoples Gas CompanyllC
and Peoples TWP ILC

DPZJturg
Enclosures
cc: Certificate of Service

Anthony Rametta, Bureau of Technical Utility Services
Jeannine M. Snyder, Bureau of Technical Utility Services
Robert F, Young, Law Bureau
M. Carl Lesney, Brueau of Audits
Dennis P. Hosler, Brrreau of Audits
George A. Dorow, Jr,, Bueau of Audits

8682948v1 153
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Irwin A. Popowsky, Esquire
Oftice of Consume,r Advocate
555'Walnut Sheet
Forum Place, 5th Floor
Harrisburg, P A 17 l0l-1923

Stewn C.Gtay,Esquire
Office of Small Business Advocate
Commerce Bldg. Suite 1 102

300 N. Second Street
Harrisburg, PA 17101

DATED: March 1,2012

Exhibit Vl.ll.RR.51
Page 38 of46

Witness: Gregory A. Sciullo

CERTII'ICATE OI' SERVICE
Docket No. G.2012 -2290018

I hereby certiff that I have this day served a bue copy of the foregoing
Operational Servioe Agreemeirt upon the parties, listed below, in accotdance

rcquireme,nts of 52 Pa. Code $ 1.54 (relatingto serviceby a party).

VIA X'IRST CLASS MAIL AND ELECTROMC MAIL:

Amended
with the

Iohnnie E. Simms, Esquire
Bureau of Investigation & Enforce,ment
Pennsylvania Public Utillty Commission
Commonwealth Keystone Building
400 North Sheet- 2 West
PO Box 3265
Harrisburg, P A 171Q5-3265

8682845v1 154
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Operatlonal Service Agreement

This Operational Seruice Agreement (this 'Agreement") ls entered Into as of the day of
_,2oL2,by and between Peoples TWP tLC, a Pennsylvania limited liability cornpany ("Peoples
TWP'1, and Peoples NaturalGas Company LLQ a Pennsylvania lirnited llability company (oPeoples")

(collectively, Peoples TWP and Peoples may herelnafter be referred to as the "Parties"|.

WHEREAS, Peoples TWP is a public utility certlflcated by the Pennsylvania Public Utility
Commission that provides natural gas service to approximately 60,000 customers in all or a portion of
the following Pennsylvania counties: Allegheny, Armstron6 Beaver, Butler, Cambria, Clarion, Cleatfield,
Indlana, Jefferson, and Westmoreland;

WHEREAS, Peoptes is a public utllity certificated by the PUC that provides natural gas service to
approximately 35O000 custorners In all or a portion of the following Pennsylrrania counties: Allegheny,
Armstron& Beaver, Blair, Butler, Cambrla, Clarion, Fayette, Greene, Indiana, Lawrencg Mercer,
Somerset, Venango, Wa shlngton, and Westmoreland;

WHEREAS, each of Peoples TWP and Peoples is an indirect subsidiary of SteelRiver Infrastructure
Fund North America LP (attached hereto as Erhlblt I is an organizatlonal chart);

WHEREAS, each of Peoples TWP and Peoples believes that it is in its interest to provide for an
arrangement whereby it may, from time to tlme and at its option, agree to purchase servlces related to
gas operations frorn the other company as described In Erhibit ll ("Operational Services"); and

WHEREAS, the purchaser of such services may sometlmes herelnafter be referred to as "the
receiving company" and the seller of such servlces may sornetimes hereinafter be referred to as "the
providlng company."

NOW, THEREFORE, In consideration of the mutualcovenants contained herein and other
valuable consideration, the receipt and sufficiency of whlch are hereby acknowledged, the Parties

hereto, intendlng to be legally bound, hereby agree as follows:

L OPERATIONAL SERVICES. The providing company hereby offers to supply Operational

Services to the recelving company consisting of the services set forth In Exhiblt ll hereof.
Such OperationalServices are and will be provided to the receivlng company only at the
request of the receiving company.

It. PERSONNEL The providing company will provide selices by utilizing the services of
such operating personnel and other persons as have the necessary qualifications.

lll. COMPENSATION AND AILOCATION. The providing company will provide such services

A, at cost and directly blllthe receiving company. Exhibit ll hereof contains rules for
'trQgng 

,e 1;lerminins 
costs for the providins company,

rce and effect as of the date of executlon, subject

vernmental agencies havingjurisdiction over this
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V.

matter, and shall continue untilterminated by any of the Partles hereto giving the

other Party ninety days written notlce of termlnation; provlded, however, that this

Agreement shall termlnate lmmediately with regard to any Party as of the date such

Pafi ceases to be afflllated with the other Party. Thls Agreement shall also be

subject to termination at any time, without notice, if and to the extent perbffnance

under thls Agreement may conflict with any state or federal statute, or any rule,

declslon, or order of any state or federal regulatory agency havlng jurisdiction over

one or more of the Parties. The Parties' obligatlons under this Agreement, whlch by

their nature are intended to continue beyond the terminatlon or explration of thls

Agreernen! shall survive such termination or explration.

B. Modification of Services. The recelving company may modiff lts selection of

services at any time during the calendar year by givlng the providing company

written notice. The rcquested rnodification in services shalltake effect on the first
day of the first calendar month beginning at least flfteen (15) days after the

recefuing company sent written notlce to the providing Company.

C. Modification of OtherTerms and Condltions. No other amendment, change or

modification of thls Agreement shall be valld, unless made ln writing and slgned by

the Parties hereto; provided however that all amendments, changes, and

modiflcations must be approved by the Pennsylvania Public Utllity Commlsslon.

NOTICE. All notices, requests and other communications shall be deemed to have been

duly glven or delivered if transmitted by personal service or, if malled, postage prepaid,

return recelpt requested, to the following addresses:

To Peoples TWP:

President
PeoplesTWP LLC

205 N. Main Street
Butler, PA 16001

To Peoples:

Presldent
Peoples NaturalGas ComPanY LIC

375 North Shore Drive, Suite 5OO

Pittsburgh, PA l52tz

GOVERNTNG LAW. The construction and interpretation of the terms and provislons of
thls Agreement shall be In accordance with and governed by the laws of the

Commonwealth of Pennsylva nla,

COMPLIANCE WITH LAW AND REGULATIONS. Unless specifically exempted, this

agreernent will be performed In full conformance with all applicable federal, state, and

local labor and employment laws and regulations.

vl.

vil.

8434M3\/7
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vil. ENTIRE AGREEM,ENT. This Agreement, together with its exhibits and appendix,

constltutes the entirc understanding and agreement of the Partles with respect to its
subject matter, and effective upon the execution of this Agreement by the respective

Parties hereof, any and all prior agreements, understandings or representations with
respect to this subJect matter are hereby terminated and canceled in their entirety and

are of no further force and etrct, except to the extent transactions thereunder have

taken place prior to such effective date in which case such agreements will govern the

terms of such tramactions,

WAIVER. No walver by any Party hereto of a breach of any provision of this Agreement

shall constitute a waiver of any preceding or succeedlng breach of the same or any

other provision hereof.

ASSTGNMENT. This agreement shall Inure to the benefit of and shall be binding upon

the Parties and their respective successors and assigns. No assignment of this

Agreement or any Party's riShts, interests or obligations hereunder may be made

without the other Pafiy's consent, which shall not be unreasona bly wlthheld, delayed or

conditloned.

FORCE MNEURE. lt is agreed that, in the event a force moieure renders any Party

wholly or partlally unable to carry out its obligations under this Agreement, other than

its obtigations to make payments on money due incident to performance hereunder, the

obligation of the Party so affected shatl be suspended during the continuance of any

such f iabllity . uForce Mojeur{ shall mean acts of God, strikes, lockouts or other

industrial disturbances; acts of the public enemy, wars, btockages, boycotts,

insurrections, rlot$f epidemlcs, landsltdes, lightening, earthquakes, fires, storms, floods,

washouts, arrest and restraints (either economlc or phpical) of government, rulers and

people, civil disturbances, explosions, governmental regulations, curtailment or other

inability to obtain required governmental permlts and other causes, whether of the kind

herein enumerated or otherwise, not wlthin the reasonable Control of a Party, and

which by the exercise of reasonable diligence such Party is unable to prevent or

overcome; provlded'that the settlement of stdkes or lockouts by a Party to thls

Agreement shall be entirely within the discretion of the Party to the Agreement having

the difffculty, and the above requirements that any anentof force moieure shall be

remedied w1h all reasonable dlspatch and shall not require the settlement of strikes or

lockouts by a pafito thls Agreement when such course is deemed Inadvisable in the

discretion of the Party to the Agreement having the difficulty,

SEVERABIUW. lf any provislon or provisions of this Agreement shall be held by a court

of competent jurisdictlon to be invalid, illegal, or unenforceable, the validity, legality,

and enforceablllty of the remaining provlsions shall in no way be affected or impaired

thereby.

REPRESENTATTONS. By their e)(ecution hereof, the hrties represent and warrant that

they are authorized to enter into thls Atreement, that it does not conflict wlth any

lx.

xt.

xil.

xlll.

8434o43v7
157



Volume Vll Exhibit Vl.ll.RR.51
Page 42 oI 46

Witness: Gregory A. Sciullo

contract, lease, instrument, or other obligation, that lt represents thelr valld and binding

obtigation, enforceable ln accordance wlth its terms, and that each Party has all legal

power and authority to own and use lts properties and to transact the business In which

it engages or proposes to engage, and has all govemmental authorizations necessary

and required therefor.

XlV. CONF|DENTIALIW. A Party shall hold, and shall cause its Non-Party Affiliates to hold, in

confidence any informatlon concernlng the affairs of the other Party that it has reason

to believe is reasonabty consldered by the other Party, or a Non-Party Affiliate of the

other Party, to be confldentlal and shall not (except as required by law or regulatory

authorlty, subject to available confldentlallty protectlons) dlsclosg publish, or make use

of such Informatlon wlthout the consent of the other Party.

lN WITNESS WHEREOF, the Parties have caused thls ABreement to be duly executed as

of the date flrst above mentioned.

Peoples TWP LLC:

Attest:

Peoples Natural Gas ComPanY LLC:

Attest:

By:

Its:

By:

Its:

843M3v1
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Witness: Gregory A. Sciullo

EXHIBIT I

Peopler Natural Gas

Comgrny LtC
(Pennsytranla)

8434043v7
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Exhibit ll

I. OPERATIONAL SERVICES

As used herein, "Operational Services" refers to the following list of services, which the receiyinE

company rnay request, or. upon the request of the receivlng ompany, the providinB company lnay

furnish.

Servlce Servlce Descriptlon

Engineering Services Design, e ngineering, const ruction, ope ration, restoratio n (corrective

and preventative) maintenance, and repair services, and services

incidental to gathering, distribution and transmission facilities,

including cornpressor and line maintenance, and asset management

services.

Engineering Suppoft
Services

Lab testing research and developrne.nt, engineering and support

se rvices for gathe ring, distribution and tra nsrnissio n, co nst ruction

and maintenance facilitieE functions and activlties.

Use of Space Use or lease of office, warehouse, storage and other space or
facilities, assoclated warehousing and storage services,

Regional Support Services Utllize utility operations level experience to provide reglonal support

related to utillty operations functions including ln connection with
providing Engineering Seruices and related utility opentiond
functlons.

Field Support Services Utilize utility operations level experience in the field to provide

weather-related a nd emerge n cy s upport services i nclud ing

oonstructlon and reconstruction, operations and line restoration

services to address weather-related and emergency onditlons.

Environmental Services Provlde services and assistance related to identifliing managing and

remediatine environmental threats or rlsks.

Meter Testing Services Provide services related to rnaintenance, testing and repair of
meters.

Transportatlon and

Garaee Services

Provide seruices related to transportatlon maintenance practices

and support.

Vegetation Management
Servlces

Provide services related to \tegetation managelnent such as pruning,

controlling or removing of vegetation as requlred to maintain line

reliabilitv, maintain access, make repalrs, or restore servlce.

Reords Retention and

Storage

Provide servlces related to records storage, records retrieval, reords
retention and records planning.

Reprographics Services Provide servlces related to production printing document imagin6

and graphic services.

Safety and Training Provide services related to safety protrams. Develop and facllltate

technlcat and safety trainlng for workers associated with operational

actlvities, lncluding mainline, meter, fleet, warehouse, field
eneineerine and dlspatch.

Design Standards Provide serulces and assistance related to de\relopment and

malntenance of material and construction standards, line

maintenance practices and support, and service practices.

PageT of2
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BILIING FOR OPERATIONAT SERVICES

All Operationalservices rendered under and in accordance with this Agreernent shall be
provided at cost and dlrectly billed to the receiving company. The cost of rendering such

serulces shall include: (1) a directly charged portion of the salaries and wages of ernployees of
providing company determined according to the time devoted by such employees to the
performance of seruices under this Agreernent for the receiving company; (2) the cost of
ernployeed benefits, payroll taxes and compensated absences attrlbutable to salarles and wages

directly billed under (1.), above; (3) all other out-of-pocket operatlng costs, includlng expenses

for transportation tolls, and other expenses incurred by providing company or its ernployees in

connection with the performance of services under thls Agreemen! (4) the actual costs of
materials and supplies furnished by providing company in connection with the performance of
services under this AgreemenU (5) adminlstrative and general costs attributable to services
performed under this Agreement, determined In accordance with providing company's pollcies

and procedures (attached hereto as Appendix A is the current adminlstrative and general costs

policies and procedures of Peoples TWP and Peoples, which may be arnended from time to tirne
upon notlce to the Pennsylvania Public Utllity Commlsslon); and (5) the actual cost incurred by

the providing company in procuring contracbrs to provide servlces under this Agreement.

The provfding company shall render monthly statements to the receiving company fur services

supplled under this Agreement. Such statements shall include the costs of all services supplied

thereunder during the preceding calendar month. All statements so tendered will be due and

payable upon receipt.

Page2of2
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Compliance Program
Services

Provide services and assistance related to design, irnplementation
and management of pipeline integrity and other operations-focused
cornpliance programs.

Supply Chain and

Procurement Services
Procure rnaterial, equipment and contractor services. Establish,

manage and admlnister procurement programs, Develop

specificatlons, standards, schedules, and bills of materlal.
SCADA and Telemetering
Services

Provide field support services fior SCADA and telemetering systems.

8434ffi3'fl
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G&A Surcharge

Delinitlon

r The G&A surcharge ls deslgned to charge a portlon of Indlrect labor and non-labor G&A costs.

. The rate ls developed to atlocate these Indlrect costs ln the same proportlon to dlrect O&M and other labor.

. The G&A surcharge ls applled to both stralght tlrne and overtlme dlrect labor charged to a proJect.

Calculation

Rate =
Indlrect labor Costs + Mlsc G&A + Portlon of Servlce Company

Dlr,ect Labor @sts

Indlrect Labor - Thls ls the salary labor (includlng wages, benefits, payroll talG and APIP)

hat ls not charged dfrectly to a WBS.

Mlsc G&A - These are the costs posted to the buslness area cost centers that do

not ftow through core+ work retated projects. Examples of these costs

Include office supplles, phone blll3, rents, lnsurance, etc.'.(A!

A&G Outslde - Thls Includes the portlon of the Servlce Company blll charges

Servlces deslgnated to be Included ln the G&ASurcharge.t+

Dtrect labor - These are the sa]ary actlvlty allocatlons that are charged directly to a

WeS (proJect) Plus hourlY.

(A) Llst of Non-taborG&A

Exhibit Vl.ll.RR.51
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Witness: Gregory A. Sciullo

Appendlx A

Offlce Equlp Mtce
Comp Software Mtc
Eulldlng Mtc
Sec Equlp Mtc
Network Mtc
Offfce Supplles

Postase (NEW)

Sofhryarc / Hardware

ffice Furn & Equlp

Mlsc Supptles

Rent Bulldlngs

Rent Exp Comp Equlpment

Rent Exp Equlpment

Rent Exp Mhc
Utllltles Electrlc / Gas

Utilities Phone

Wreless
Water

lnsurance Clalms

P card (NEW less fleet areal

Less: Fleet P Card {XPNG-FIEEIf

* Core prolects tnclude Productlon & Gatherlng; Transmisslon, Dlstrlbutlon and Customer Servlce

.i Includes Serv'lce Company dlrect labor, postage & malntenance expenses
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Peoples TWP LLC
$ Exhibit VI.il

RR 52. Please provide the annual level of outside services employed for the preceding
three calendar years. Include in your response a breakdown of the test year
amount indicating the service provider and the type of service performed.

* * * * * tf * tl. * rl. rlr * i. !f

Referto Attachment l.
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Peoples TWP LtC

Attachment 1: Exhibit Vl.l.RR.52

Outside Services Employed

The annual levels of outside services for the preceding three calendar years are as follows:

Twefve Months Ended December 37,2012 S 1,899,825

Twefve Months Ended December 37,2OII S 2,069,358

Twefve Months Ended December 37,2O7O 5 1,561,772

See below for breakdown by service provider and type of service for the historic test year.

Provider Type of Service

Exhibit Vl.ll.RR.52
Page 2 of 3

Gregory A. Sciullo

Amount
ACCOYCOLP

ACCCRUALS

AGX INC.

ALLEGHENY COUNTY

ALLEG H ENY VALLEY HOSPITAL

ALLE-KISKI MED]CAL CENTER

AMERISERV TRUST

ARMSTRONG CO.REGISTER AND

ARMSTRONG PRIMARY CARE CE

AUTOMATIC DATA PROCESSING

BUCHANAN INGERSOLL & ROON

BUTLER CO. REGISTER&RECOR

BUTLER MEDICAL PROVIDERS

CARL ORANGIS

CENTRIC

CITIZENS BANK

CJ BETTERS

CIARION CO. REGISTER&RECO

COMMONWEALTH OF PENNSYLVA

CORPORATION SERVICE COMPA

CT CORPORATION

DEI.ANEY & FRITZ PC

ECKERT SEAMANS CHERIN &
ED NEWCASTER

ERNST & YOUNG LLP

EXCALIBUR DATA SYSTEMS, I

FORD FAMILY PRACTICE, INC

GANNETT FLEMING COMPANIES

HALLETT ASSOCIATES,

HENDERSON BROTHERS,

HENDERSON BROTHERS, INC.

HIGH MARK CASUALTY INSURANCE COMPANY

INDIANA CO.REGISTER & REC

INDIANA HEALTHCARE PHY.SE

CONSULTING

ACCRUALS

SAMPLING/INSPECTOR

RECORD FEE

CDL PHYSlCAL

PHYSICALS

PERIODIC FEE

RECORD FEE

PHYSICALS

SERVICE FEE

PROF. SERV.

RECORD FEE

PHYSICALS

PROF. SERV.

PAYROLL PROCESSING FEES

TRUST FEES

PROMOTIONAL FEES

RECORD FEE

AIR EMIS FEE

AGENT FEE

CONSULTING

RECORD FEES

PROF. SERV.

SECURITY

PROF. SERV.

CONSULTING

PHYSICALS

PROF. SERV.

CONSULTING

CONSULTING

CONSSULTING

STOP-LOSS CTAIMS

RECORD FEE

PHYSICALS

s 25,918

s 34,2L4

5 l,qs6
S 1,100

s 32s

s 1ss

S 59,607

s s38

s 201

s 7so

s 10,331

5 !,657
s 1,591

s 1,537

s 33,353

s 79,054

S 116,454

s8s
5 3,871

s 32s

s 284

5 3,437

s 29,144

S 15,420

s 3,049

S 3,705

S 3s6

s 4,915

S t6,6to
S 12,500

5 17,463

s (40,86s)

s85
s 78s
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INFINISOURCE

INTERACTIVE DATA

IPLOGIC,INC

JEFFERSON CO.REGISTER&REC

JOSEPH LAMANTIA DO PC

K&L GATES LLP

MATTHEW N KI.AIN, MD PC

MICROBAC I.ABORATORIES, IN

MISCELIANEOUS

NICHOLAS MOVING & STORAGE

OPSOLVE

ORRICK, HERRINGTON & SUTC

PENSIONS SPECIALISTS, INC

PEOPLES SERVICES COMPANY

PLONKA WEB PUBLISHING
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Peoples TWP LLC
$ Exhibit u.ll

RR 53. Please describe each budgeted orplanned cost savings program to be

implemented during the historic or future year. Please identify the cost of
implementing the program and the anticipated annual savings.

*d(*****,1.,1.*t***

Peoples TWP is initiating the Smart Modernization Plan to replace unprotected steel pipe
over a 20 year period as well as a leak reduction program as described in the testimony of
Paul W. Becker (Peoples TWP Statement No. 2). Both programs will help reduce lost and

unaccounted for gas.

Peoples TWP has received approval of the affiliated interest agreement with Peoples

Service Company. The Service Company is expected to provide enhanced services at a

lesser cost than individual companies would be able to provide. Peoples TWP is also

expected to convert to a common billing system in January, 2014. Both items are

described in the testimony of Lynda W. Petrichevich (Peoples TWP Statement No. I l).
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Peoples TWP LLC
$ Exhibit VI.[

RR 54. Please explain how the Company has treated reserve accruals and balances for
ratemaking purposes and provide the requested level of any self-funded reserve
accruals by type of item.

,N( * rl. rl. * * {. * tl. rf * * tf *

Not applicable.
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Peoples TWP LLC
$ Exhibit vl.il

RR 55. Please provide a copy of the corporate federal tax returns and supporting
schedules for the preceding three years and, if applicable, a copy of the
calculation workpapers for the Company's consolidated tax savings
adjustment.

rI * rf * * * * rl. * !F tl. * !f *

Peoples TWP was purchased from T W Phillips Gas and Oil Co on May 24,2011. The
first income tax return (tax year 2011) will be supplied upon execution of a
confidentiality agreement. The prior year's returns under T W Phillips Gas and Oil Co
ownership, which included the results of Peoples TWP's pre-acquisition operations, are

neither comparable nor relevant.
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