PRINTER S NO. 3904

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 20621 %%

| NTRODUCED BY D. EVANS, PRESTON, McGEEHAN AND KI NG
JUNE 10, 2008

REFERRED TO COW TTEE ON CONSUMER AFFAI RS, JUNE 10, 2008
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AN ACT

Est abl i shing the Pipeline Replacenent and Rehabilitation Program

and the Pipeline Replacenent and Rehabilitation Fund;

provi ding for powers and duties of the Pennsylvani a

Infrastructure Investnment Authority and the Pennsyl vani a

Public Utility Conmm ssion; and authorizing a public

ref erendum

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Short title.

This act shall be known and may be cited as the Pipeline
Infrastructure Public Safety and Environnmental Protection Act.
Section 2. Legislative findings.

The CGeneral Assenbly finds and declares as foll ows:

(1) The American Society of Civil Engineers issued its

first report card on Pennsylvania's infrastructure in 2006,

gi ving Pennsylvania a D- for the condition of this

Commonweal th's wastewater infrastructure and a D+ for its

dri nking water infrastructure.

(2) The Anmerican Society of Cvil Engineers identified



1 nore than $12, 000, 000,000 in critical drinking water

2 i nvestnments that Pennsylvania will require over the next two
3 decades.

4 (3) The 2003 United States Environnental Protection

5 Agency "Drinking Water Infrastructure Needs Survey and

6 Assessnent Third Report to Congress" released in June 2005
7 identified $7,838,900,000 in investnments over the next two
8 decades that Pennsylvania will need to make for the

9 transm ssion and distribution of water.

10 (4) The United States Environnental Protection Agency
11 "Cl ean Wat ersheds Needs Survey 2004 Report to Congress”

12 rel eased in January 2008 identified $7,178, 009, 000 in

13 required investnments over the next two decades for

14 Pennsyl vani a' s wastewater infrastructure.

15 (5) According to the Public Utility Comm ssion, there
16 are approximately 13,000 nmiles of cast-iron and unprotected
17 steel natural gas pipelines. The replacenment cost of this
18 aging natural gas infrastructure is estinmated to be between
19 $9, 000, 000, 000 and $16, 000, 000, 000.
20 (6) Accelerating the replacenent and rehabilitation of
21 t hese pipelines and related infrastructure will help conserve
22 wat er and natural gas resources, and it will also enhance
23 public safety and service reliability.
24 (7) An accelerated pipeline and related infrastructure
25 repl acenent and rehabilitation programw || protect the
26 envi ronnent by reduci ng wast ewat er and natural gas | eakages.
27 Furthernore, natural gas |eaked into the atnosphere is
28 believed to be one of the gases contributing to the
29 greenhouse effect, known nore wi dely as gl obal warm ng.
30 (8) A general obligation bond-financed pipeline and
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related infrastructure program for municipal utilities would

accel erate the renoval and repl acenent and rehabilitation of

aging pipes and related infrastructure, thus conserving water
and energy, protecting public safety, enhancing service
reliability and reduci ng greenhouse gases.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Aut hority." The Pennsylvania Infrastructure |nvestnent
Aut hority established by the act of March 1, 1988 (P.L. 82,

No. 16), known as the Pennsylvania |Infrastructure |Investnent
Aut hority Act.

"Conmi ssion.” The Pennsylvania Public Utility Conm ssion.

"Departnment.” The Departnent of Environnmental Protection of
t he Conmonweal t h.

"Fiscal constraint.” Bond rating standards of "BBB" or "Baa"
or worse fromnationally recognized rating services or
cor porati ons.

"Fund." The Pipeline Replacenent and Rehabilitation Fund
est abl i shed under section 12.

"Lowinterest loan.”" A loan having an annual interest rate
of 2% or |ess.

“Municipal utility.” Any rmunicipal authority or nunicipally
owned utility distribution operation or conpany that utilizes
under ground pipelines to transport natural gas, water or
wast ewat er .

"Recipient.” A nmunicipal utility that receives a grant or
| oan under this act.

"Structurally deficient pipes." Pipes carrying natural gas,
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wat er or wastewater and having significant corrosion or
deterioration that elevates the |ikelihood of |eakage or failure
usi ng an objective nmeasure as devel oped under section 4(d).
Section 4. Pipeline Replacenent and Rehabilitation Program

(a) Establishnent.--The Pipeline Replacenent and
Rehabilitation Programis established within the authority for
t he purpose of replacing and rehabilitating structurally
deficient pipes and related infrastructure within this
Conmonweal t h.

(b) Eigibility.--

(1) A nunicipal utility is eligible for a | owinterest
| oan under this section.

(2) A nunicipal utility under fiscal constraint is
eligible for a grant under this section. The authority may
adopt by regul ation additional objective eligibility
standards for grants under this section, provided that such
standards target nunicipal utilities with popul ations | ess
able to pay for the necessary replacenent and rehabilitation
of deficient pipes and related infrastructure.

(c) Application.--No grant or |oan shall be awarded unl ess
the municipal utility submts an application to the authority
pursuant to guidelines adopted by the authority.

(d)y Criteria.--

(1) In consultation with the comm ssion and the
departnent, the authority shall devel op an objective neasure
to rate the deficiency of pipes and related infrastructure.

(2) Funding assistance shall be ranked based upon the
need to replace and rehabilitate structurally deficient pipes
and related infrastructure and shall not be based on fundi ng

criteria for other prograns inplenmented by the authority.
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(3) No recipient shall receive in grants and | oans nore
than 25% of the total indebtedness authorized by this act.

(4) No grant or |loan shall be awarded unless the
muni ci pal utility and the authority sign a contract outlining
the conditions of the grant or |oan subject to the provisions
of this act.

(5) The authority shall establish standards for | ow
interest |oans and may offer various rates as long as no
interest rate exceeds 2% on an annual basis and the standards
are applied uniformy to all applicants. The interest rates
and standards shall be adopted separately and shall not be
subject to criteria of other prograns adm nistered by the
authority.

(6) The authority may provide a conbi nation of grants
and | oans to an applicant.

(7) The intent of the grants and loans is to suppl enent
and accel erate the replacenent and rehabilitation of pipes
and related infrastructure and not to substitute for
currently obligated prograns of the applicants.

(8) The authority may establish other criteria for the
maki ng of grants and | oans under this act.

(e) Reports.--

(1) Each recipient shall file periodic perfornmance
reports no |l ess than annually or nore frequently if so
determ ned by the authority. The contents of the report shal
be determ ned by the authority in consultation with the
commi ssion and the departnent and shall include detail ed
statistics on the status and progress of the utility
conpany's infrastructure. Each recipient shall provide the

commi ssion and the departnent a copy of each report filed
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with the authority.

(2) Failure to file a report shall cause a recipient to
| ose grant noney or | oans issued as determ ned by the
authority.

Section 5. Duties of authority.

(a) GCeneral rule.--The authority shall adm nister and carry
out the provisions of this act, which shall include, but not be
limted to, the duties specified under this act.

(b) Notification and tinetable.--The authority shall notify
all municipal utilities of the availability of grants and | ow
interest | oans under this act and provide a tinetable for
subm ssi on of applications and announcenent of awards.

(c) Cuidelines.--The authority shall adopt guidelines, rules
or regul ations as nmay be necessary by the program established
under section 4.

(d) Consultation.--The authority shall consult the
conmmi ssion and the departnent on technical aspects in carrying
out this act.

(e) Contract and oversight.--The authority shall enter into
contracts with each potential recipient and nonitor grants and
| oans to help ensure that they are expended consistent with the
contract and the intent of this act.

Section 6. Reports to General Assenbly.

The authority shall submt an annual report to the General
Assenbly on the inplenmentation of this act. The report shall
i ncl ude program gui delines, criteria used for selection of grant
and | oan recipients and detail ed performance statistics for each
grant and | oan pursuant to section 4. The report shall also
summari ze the information on a Statew de basis and provide an

overview of the progress of the replacenent and rehabilitation
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of pipes and related infrastructure. Copies of the reports shal
be filed with the Local Governnent Conmittee, the Consuner
Protection and Professional Licensure Conmttee of the Senate,
and the Local Governnent Conmittee and the Consuner Affairs
Committee of the House of Representatives, the conm ssion and

t he departnent.

Section 7. Incurring indebtedness.

Pursuant to the provisions of section 7(a)(3) of Article VIII
of the Constitution of Pennsylvania, the question of incurring
i ndebt edness of $1, 000, 000,000 for grants and | owinterest |oans
to municipal utilities for the replacenment and rehabilitation of
structurally deficient pipes subject to the provisions of this
act shall be submtted to the electors at the next primary,
muni ci pal or general election that is at |east 60 days after the
effective date of this section.

Section 8. Certification of question.

The Secretary of the Conmmonweal th shall certify the question
of incurring indebtedness pursuant to this act to the county
boards of el ections.

Section 9. Question to electorate.

The question of incurring indebtedness of $1, 000, 000,000 for
grants and lowinterest loans to municipal utilities as defined
by this act for the replacenent and rehabilitation of
structurally deficient pipes and related infrastructure shall be
in substantially the follow ng form

Do you favor the incurring of indebtedness by the

Comonweal t h of $1, 000, 000, 000 for use as grants and | ow
interest | oans of 2% or | ess based on objective criteria
to municipally owed utilities and nmunici pal authorities

t hat provide natural gas, water or wastewater service,
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for accelerating the replacenent and rehabilitation of

aged and corroding pipes and related infrastructure that

may pose a risk of |eakage and other safety hazards?
Section 10. Conduct of election.

The el ection shall be conducted in accordance with the act of
June 3, 1937 (P.L.1333, No.320), known as the Pennsyl vani a
El ecti on Code.

Section 11. |ssuance of bonds.

As evidence of the indebtedness if authorized under section
9, general obligation bonds of the Cormmobnweal th shall be issued
for the purposes of this act.

Section 12. Pipeline Replacenent and Rehabilitation Fund.

(a) Establishnent.--The Pipeline Replacenent and
Rehabilitation Fund is hereby established and shall be
adm ni stered by the authority.

(b) Funds.--The proceeds fromthe sale of any general
obl i gati on bonds of the Comonweal th issued under this act shal
be deposited into the fund.

(c) Continuing appropriation.--The General Assenbly hereby
appropriates on a continuing basis to the authority the noneys
of the fund for the purposes established by this act.

Section 13. Funds or accounts.
The authority shall deposit any appropriations or funds,
i ncluding principal and interest |oan repaynents, received
pursuant to this act in separate accounts within the fund. Al
| oan repaynents and interest earned shall remain in the fund.
Money in the fund shall be used as foll ows:
(1) For grants and |owinterest | oans as established by
this act.

(2) To offset administrative costs incurred by the
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authority in performng its duties pursuant to this act
provi ded that no nore than $250,000 is used for
adm nistrative costs in the first fiscal year. This anmount
may be increased by the rate of inflation as nmeasured by the
Consuner Price Index as published by the United States
Depart ment of Labor, Bureau of Labor Statistics, for each
year thereafter
(3) To dedicate repaynent of |oans originated with
noneys fromthe fund to pay debt service on revenue bonds
that the authority may issue to fulfill the purposes of this
act .
Section 14. Notice in Pennsylvania Bulletin.
If the el ectorate approves the question of incurring
i ndebt edness as provided under this act, the Secretary of the
Commonweal th shall publish a notice thereof in the Pennsylvania
Bulletin within 14 days of the date of the el ection.
Section 15. Effective date.
This act shall take effect as follows:
(1) Sections 4, 5, 6, 12 and 13 shall take effect upon
publication of the notice required under section 14.
(2) The remainder of this act shall take effect

i mredi ately.
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