SENATE ANVENDED
PRI OR PRI NTER S NOS. 1551, 2032 PRINTER S N0, 2112

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1331 %5

I NTRODUCED BY RAYMOND AND TULLI, APRIL 20, 1999

AS AVENDED ON THI RD CONSI DERATI ON, | N SENATE, JUNE 16, 1999
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AN ACT

Amending Title 66 (Public Uilities) of the Pennsylvania
Consol idated Statutes, providing for supply choice for
custoners of natural gas utilities and for restructuring of
the natural gas utility industry anrdfer—utiHty—industry <—
restrueturing—, AND MAKI NG REPEALS. <—

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
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CONSCLI DATED STATUTES |'S AMENDED BY ADDI NG A DEFI NI TI ON TO READ:
§ 102. DEFI NI TI ONS.
SUBJECT TO ADDI TI ONAL DEFI NI TI ONS CONTAI NED | N SUBSEQUENT
PROVI SIONS OF THI S PART WHI CH ARE APPL| CABLE TO SPECI FI C
PROVI SIONS OF THI' S PART, THE FOLLOW NG WORDS AND PHRASES WHEN
USED IN THI S PART SHALL HAVE, UNLESS THE CONTEXT CLEARLY
| NDI CATES OTHERW SE, THE MEANI NGS G VEN TO THEM I N TH S SECTI ON:
"CITY NATURAL GAS DI STRI BUTI ON OPERATION. " A COLLECTI ON OF

REAL _AND PERSONAL ASSETS USED FOR DI STRI BUTI NG NATURAL GAS TO

RETAI L GAS CUSTOVERS OMNED BY A I TY OR A MUNI Cl PAL AUTHORI TY,

NONPROFI T CORPORATI ON OR PUBLI C CORPORATI ON FORMED PURSUANT_TO

SECTI ON 2212(M (RELATING TO CITY NATURAL GAS DI STRI BUTI ON

OPERATI ONS) .

* * %

SECTI ON 2. SECTIONS 1307(F) AND (G, 1317 AND 1318 OF TITLE
66 ARE AMENDED TO READ:
§ 1307. SLIDI NG SCALE OF RATES; ADJUSTMENTS.
* x %
(F) RECOVERY OF NATURAL GAS COSTS. - -
(1) NATURAL GAS [ DI STRI BUTORS] Di STRI BUTI ON COVPANI ES,

AS DEFI NED I N SECTI ON 2202 (RELATING TO DEFINITIONS), WTH

GRCSS | NTRASTATE ANNUAL OPERATI NG REVENUES | N EXCESS OF
$40, 000, 000 MAY FI LE TARI FFS REFLECTI NG ACTUAL AND PRQJECTED

| NCREASES OR DECREASES | N THEI R NATURAL GAS COSTS AND THE
TARI FFS SHALL HAVE AN EFFECTI VE DATE SI X MONTHS FROM THE DATE
OF FILING THE COW SSI ON SHALL PROMULGATE REGULATI ONS

FOR ADJUSTMENTS PURSUANT TO A TARI FF MECHANI SM AUTHORI ZED | N

THIS TITLE, NO SUCH NATURAL GAS [UTILITY] DI STRI BUTI ON

COVPANY SHALL VOLUNTARILY FILE MORE THAN ONE SUCH TARIFF I N A

19990H1331B2112 - 56 -



1 12- MONTH PERI OD: PROVI DED, THAT [ NOTHI NG -

2 (1) NOTHI NG CONTAI NED HEREI N SHALL PROHI BI T ANY

3 PARTY FROM ADVI SI NG THE COWM SSI ON THAT THERE HAS BEEN OR
4 THERE |'S ANTI Cl PATED TO BE A SI GNI FI CANT DI FFERENCE

5 BETWEEN THE NATURAL GAS COSTS TO THE [UTI LI TY] NATURAL

6 GAS_DI STRI BUTI ON COVPANY AND THE COSTS REFLECTED I N THE

7 THEN EFFECTI VE TARI FF OR THE COW SSI ON FROM ACTI NG UPON
8 SUCH ADVI CE

9 (1) A NATURAL GAS DI STRI BUTI ON COVPANY MNAY ALSO

10 FILE A TARIFF_TO ESTABLI SH A MECHANI SM BY WH CH SUCH

11 NATURAL GAS DI STRI BUTI ON COVPANY NMAY FURTHER ADJUST I TS
12 RATES FOR NATURAL GAS SALES ON A REGULAR, BUT NO MORE

13 FREQUENT THAN MONTHLY, BASIS TO REFLECT ACTUAL OR

14 PROIECTED CHANGES | N NATURAL GAS COSTS REFLECTED I N RATES
15 ESTABLI SHED PURSUANT TO PARAGRAPH (2), SUBJECT TO ANNUAL
16 RECONCI LI ATI ON UNDER PARAGRAPH (5). IN THE EVENT THAT THE
17 NATURAL GAS DI STRI BUTI ON COVPANY ADJUSTS RATES MORE

18 FREQUENTLY THAN QUARTERLY, | T SHALL ALSO OFFER RETAI L GAS
19 CUSTOVERS A FI XED RATE OPTI ON WHI CH RECOVERS NATURAL GAS
20 COSTS _OVER A 12- MONTH PERI OD, SUBJECT TO ANNUAL

21 RECONCI LI ATI ON UNDER PARACGRAPH (5). THE COWM SSI ON SHALL
22 WTH N 60 DAYS OF THE EFFECTIVE DATE OF TH' S

23 SUBPARAGRAPH, PROMULGATE RULES OR REGULATI ONS GOVERN NG
24 SUCH ADJUSTMENTS AND FI XED RATE OPTI ON, BUT THE

25 COWM SSI ON SHALL NOT_PROHI BI T_SUCH ADJUSTMENTS OR FI XED
26 RATE OPTI ON

27 (2) THE COW SSI ON SHALL CONDUCT AN | NVESTI GATI ON_ AND

28 HOLD A HEARI NG OR HEARI NGS, W TH NOTI CE, TO [ | NVESTI GATE]

29 REVI EW THE TARI FFS AND CONSI DER THE PLANS FI LED PURSUANT TO
30 SECTI ON 1317 (RELATI NG TO REGULATI ONS OF NATURAL GAS COSTS)
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30

WHERE THERE HAS BEEN AN | NDI CATI ON OF CONSUMER | NTEREST, THE
HEARI NG SHALL BE HELD I N THE SERVI CE TERRI TORY OF THE NATURAL
GAS [ DI STRIBUTCOR] DI STRI BUTI ON COVPANY. PRI OR TO THE

EFFECTI VE DATE OF THE FILING THE COW SSI ON SHALL | SSUE AN
ORDER ESTABLI SHI NG THE RATE TO BE CHARGED TO REFLECT SUCH

[ NCREASES OR DECREASES] CHANGES | N NATURAL GAS COSTS. [ RATES
ESTABLI SHED UNDER THI S SUBSECTI ON DO NOT CONSTI TUTE ElI THER A
SLI DI NG SCALE OF RATES OR AN AUTOVATI C ADJUSTMENT SUBJECT TO

THE PROHI BI TI ONS | N SUBSECTI ONS (A) AND (B).] THE COWM SSI ON

SHALL ANNUALLY REVI EW AND APPROVE PLANS FOR PURPOSES OF

RELI ABILITY AND SUPPLY. SUCH RATES, HONEVER, ARE SUBJECT TO

THE [KINDS] TYPES OF AUDI TS, REPORTS AND PROCEEDI NGS REQUI RED
BY SUBSECTI ON (D).

(3) WTH N 60 DAYS FOLLON NG THE END OF SUCH 12- MONTH
PERI OD AS THE COWVM SSI ON SHALL DESI GNATE, EACH [ PUBLIC

UTI LI TY] NATURAL GAS DI STRI BUTI ON COVPANY SUBJECT TO THI S

SUBSECTI ON SHALL FILE WTH THE COMM SSI ON A STATEMENT WH CH
SPECI FI ES FOR SUCH PERI OD:
(1) THE TOTAL REVENUES RECEI VED PURSUANT TO THI S
SECTI ON.
(I'l') THE TOTAL [ GAS EXPENSE] NATURAL GAS COSTS

| NCURRED.
(111) THE DI FFERENCE BETWEEN THE AMOUNTS SPECI FI ED
BY SUBPARAGRAPHS (1) AND (I1).
(1V) [ EVI DENCE EXPLAI NI NG HOW ACTUAL] HOW ACTUAL

NATURAL GAS COSTS | NCURRED DI FFER FROM THE NATURAL GAS

COSTS ALLOWNED UNDER PARAGRAPH (2) AND WHY SUCH
DI FFERENCES OCCURRED.
(V) HOW THESE NATURAL GAS COSTS ARE CONSI STENT W TH

A LEAST COST PROCUREMENT POLI CY AS REQUI RED BY SECTI ON

19990H1331B2112 - 58 -
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30

1318 (RELATI NG TO DETERM NATI ON OF JUST AND REASONABLE
[ NATURAL] GAS COST RATES).
SUCH REPORT SHALL BE A MATTER OF PUBLI C RECORD AND COPI ES
THEREOF SHALL BE MADE AVAI LABLE BY THE [ GAS DI STRI BUTCR]
NATURAL GAS DI STRI BUTI ON COVPANY TO ANY PERSON UPON REQUEST.

COPI ES OF THE REPORTS SHALL BE FI LED WTH THE OFFI CE OF
CONSUMER ADVOCATE AND THE OFFI CE OF SMALL BUSI NESS ADVOCATE

AT THE SAME TI ME AS THEY ARE FI LED WTH THE COW SSI ON.
(4) THE COW SSI ON SHALL HOLD A PUBLI C HEARI NG ON THE
SUBSTANCE OF SUCH STATEMENT SUBM TTED BY A [UTILITY] NATURAL

GAS DI STRI BUTI ON COVPANY AS REQUI RED | N PARAGRAPH (3) AND ON

ANY RELATED MATTERS.
(5) THE COW SSI ON, AFTER HEARI NG SHALL DETERM NE THE
PORTI ON OF THE [ COMPANI ES] COVPANY' S NATURAL GAS DI STRI BUTI ON

ACTUAL NATURAL GAS COSTS IN THE PREVI QUS 12- MONTH PERI GD

VWH CH MEET THE STANDARDS SET OUT I N SECTI ON 1318. THE

COW SSI ON SHALL, BY ORDER, DI RECT EACH [ GAS UTI LI TY] NATURAL
GAS_DI STRI BUTI ON COVPANY SUBJECT TO THI S SUBSECTI ON TO REFUND

TO I TS [ PATRONS ANY] CUSTOMERS GAS REVENUES COLLECTED

PURSUANT TO PARAGRAPH (2) WHI CH EXCEED THE AMOUNT COF ACTUAL
[ GAS EXPENSES] NATURAL GAS COSTS | NCURRED CONSI STENT W TH THE

STANDARDS | N SECTI ON 1318 AND TO RECOVER FROM | TS [ PATRONS]

NATURAL GAS COSTS, VWH CH HAVE BEEN | NCURRED CONSI STENT W TH

THE STANDARDS | N SECTI ON 1318, EXCEED THE REVENUES COLLECTED
PURSUANT TO PARAGRAPH (2). ABSENT GOOD REASON TO THE
CONTRARY, THE COWM SSI ON SHALL | SSUE | TS ORDER W THI N SI X
MONTHS FOLLOW NG THE FI LI NG OF THE STATEMENT DESCRI BED I N
PARAGRAPH (3). REFUNDS TO [ PATRONS] CUSTOVERS SHALL BE MADE

W TH | NTEREST, [WH CH SHALL BE THE AVERAGE RATE OF | NTEREST
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1 SPECI FI ED FOR RESI DENTI AL MORTGAGE LENDI NG BY THE SECRETARY
2 OF BANKI NG | N ACCORDANCE W TH THE ACT OF JANUARY 30, 1974

3 (P.L.13, NO.6), REFERRED TO AS THE LOAN | NTEREST AND

4 PROTECTI ON LAW] AT THE LEGAL RATE OF | NTEREST PLUS TWO

5 PERCENT, DURI NG THE PERI OD OR PERI ODS FOR WHI CH THE

6 COWM SSI ON ORDERS REFUNDS[ : ], AND RECOVERI ES FROM CUSTOMERS

7 SHALL | NCLUDE | NTEREST AT THE LEGAL RATE OF | NTEREST:

8 PROVI DED, THAT NOTHI NG CONTAI NED HEREI N SHALL LIM T THE

9 APPLI CABI LI TY OF ANY DEFENSES, PRI NCI PLES OR DOCTRI NES WHI CH
10 WOULD PROHI BI T THE COWM SSION'S | NQUI RY | NTO ANY MATTERS

11 THAT WERE DECI DED FI NALLY IN THE COVM SSION'S  ORDER | SSUED
12 UNDER PARAGRAPH (2) .

13 (6) THE COVM SSI ON SHALL REQUI RE THAT CUSTOVERS

14 TRANSFERRI NG FROM SALES TO TRANSPORTATI ON SERVI CE BE_SUBJECT
15 TO THE OVER OR UNDER COLLECTI ON ADJUSTMENT PROVI DED FOR I N

16 PARAGRAPH (5) AND SHALL REQUI RE FURTHER THAT CUSTOMERS

17 TRANSFERRI NG FROM TRANSPORTATI ON SERVI CE TO SALES SERVI CE_NOT
18 BE_SUBJECT TO THE OVER OR UNDER COLLECTI ON ADJUSTMENT FOR AN
19 APPROPRI ATE_PERI OD FOLLOW NG El THER SUCH TRANSFER.

20 (G DEFINITION --AS USED IN TH' S SECTI ON, [ THE TERM " NATURAL
21 GAS' | NCLUDES NATURAL GAS, LI QUEFIED NATURAL GAS, SYNTHETIC

22 NATURAL GAS AND ANY NATURAL GAS SUBSTI TUTES.] THE TERMS " NATURAL
23 GAS COSTS' AND "GAS COSTS' | NCLUDE THE DI RECT COSTS PAI D BY A

24 NATURAL GAS DI STRI BUTI ON COVPANY FOR THE PURCHASE AND THE

25 DELI VERY OF NATURAL GAS TO | TS SYSTEM I N ORDER TO SUPPLY | TS

26 CUSTOMVERS. SUCH COSTS MAY | NCLUDE COSTS PAI D UNDER AGREEMENTS TO
27 PURCHASE NATURAL GAS FROM SELLERS; COSTS PAI D FOR TRANSPORTI NG
28 NATURAL GAS TO | TS SYSTEM COSTS PAI D FOR NATURAL GAS STORAGE

29 SERVI CE FROM OTHERS, | NCLUDI NG THE COSTS OF | NJECTI NG AND

30 W THDRAW NG NATURAL GAS FROM STORAGE; ALL CHARGES, FEES, TAXES
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AND RATES PAI D IN CONNECTI ON W TH SUCH PURCHASES, PI PELI NE

GATHERI NG, STORAGE AND TRANSPORTATI ON; _AND COSTS PAID FOR

EMPLOYI NG FUTURES, OPTI ONS _AND OTHER RI SKMANAGEMENT TOOLS.

"NATURAL GAS' AND "GAS" | NCLUDE NATURAL GAS, LI QU FIED NATURAL

GAS, SYNTHETI C NATURAL GAS AND ANY NATURAL GAS SUBSTI TUTES.

§ 1317. REGULATI ON OF NATURAL GAS COSTS.

(A) GENERAL RULE. --1N EVERY RATE PROCEEDI NG | NSTI TUTED BY A
NATURAL GAS DI STRI BUTI ON UTI LI TY, PURSUANT TO SECTI ON 1307(F)
( RELATI NG TO SLI DI NG SCALE OF RATES; ADJUSTMENTS), EACH SUCH
UTI LI TY SHALL BE REQUI RED TO [ PROVI DE] SUPPLY TO THE COWM SSI ON
SUCH | NFORMVATI ON, TO BE ESTABLI SHED BY COVM SSI ON REGULATI ON
W THI N 120 DAYS OF THE PASSAGE OF THI'S SECTION, THAT WLL PERM T
THE COVM SSI ON TO MAKE SPECI FI C FI NDI NGS AS TO WHETHER THE
UTILITY I'S PURSUI NG A LEAST COST FUEL PROCUREMENT POLI CY,
CONSI STENT W TH THE UTI LI TY' S OBLI GATI ON TO PROVI DE SAFE,
ADEQUATE AND RELI ABLE SERVI CE TO | TS CUSTOVERS. SUCH | NFORMATI ON
SHALL | NCLUDE, BUT NEED NOT BE LIM TED TO, | NFORVATI ON, DATA AND
STATEMENTS REGARDI NG

(1) THE UTILITY S PARTI Cl PATI ON | N RATE PROCEEDI NGS
BEFORE THE FEDERAL ENERGY REGULATORY COWM SSI ON WHI CH AFFECT
THE UTILITY' S GAS COSTS.

(2) THE UTILITY' S EFFORTS TO NEGOTI ATE FAVORABLE
CONTRACTS W TH GAS SUPPLI ERS AND TO RENEGOTI ATE EXI STI NG
CONTRACTS W TH GAS SUPPLI ERS OR TAKE LEGAL ACTI ONS NECESSARY
TO RELI EVE THE UTI LI TY FROM EXI STI NG CONTRACT TERVS WHI CH ARE
OR MAY BE ADVERSE TO THE | NTERESTS OF THE UTILITY' S
RATEPAYERS.

(3) THE UTILITY S EFFORTS TO SECURE LOAER COST GAS
SUPPLI ES BOTH W THI N AND OUTSI DE OF THE COVMONVEALTH,
| NCLUDI NG THE USE OF TRANSPORTATI ON ARRANGEMENTS W TH
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Pl PELI NES AND OTHER GAS DI STRI BUTI ON COMPANI ES.
(4) THE SOURCES AND AMOUNTS OF ALL GAS SUPPLI ES WHI CH
HAVE BEEN W THHELD OR HAVE BEEN CAUSED TO BE W THHELD FROM
THE MARKET BY THE UTI LI TY AND THE REASONS VWHY SUCH GAS | S NOT
TO BE UTI LI ZED.
(B) | NTEGRATED GAS COVPANI ES. --1 N THE CASE OF A NATURAL GAS
DI STRI BUTI ON UTI LI TY WH CH PURCHASES ALL OR PART OF I TS GAS
SUPPLI ES FROM AN AFFI LI ATED | NTEREST, AS THAT TERM | S DEFI NED I N
SECTI ON 2101 ( RELATI NG TO DEFI NI TI ON OF AFFI LI ATED | NTEREST) ,
SUCH UTILITY SHALL, I N ADDI TI ON TO THE MATERI ALS REQUI RED I N
SUBSECTI ON (A), BE REQUI RED TO PROVI DE TO THE COVM SSI ON SUCH
I NFORVATI ON, TO BE ESTABLI SHED BY COVM SSI ON REGULATI ON W THI N
120 DAYS OF THE PASSAGE OF TH S SECTI ON, THAT WLL PERM T THE
COW SSI ON TO MAKE SPECI FI C FI NDI NGS AS TO WHETHER ANY PURCHASES
OF GAS FROM AN AFFI LI ATED | NTEREST ARE CONSI STENT W TH A LEAST
COST FUEL PROCUREMENT POLI CY, CONSI STENT WTH THE UTILITY' S
OBLI GATI ON TO PROVI DE SAFE, ADEQUATE AND RELI ABLE SERVICE TO I TS
CUSTOVERS. SUCH | NFORVATI ON SHALL | NCLUDE, BUT NEED NOT BE
LI M TED TO, STATEMENTS REGARDI NG
(1) EFFORTS MADE BY THE UTILITY TO OBTAI N GAS SUPPLI ES
FROM NONAFFI LI ATED | NTERESTS.
(2) THE SPECI FI C REASONS WHY THE UTI LI TY HAS PURCHASED
GAS SUPPLI ES FROM AN AFFI LI ATED | NTEREST AND DEMONSTRATI ON
THAT SUCH PURCHASES ARE CONSI STENT W TH A LEAST COST FUEL
PROCUREMENT PQLI CY.
(3) THE SOURCES AND AMOUNTS OF ALL GAS SUPPLI ES WHI CH
HAVE BEEN W THHELD FROM THE MARKET BY THE UTILITY OR ANY
AFFI LI ATED | NTEREST AND THE REASONS VWHY SUCH GAS |'S NOT BEI NG
UTI LI ZED.
(©)_ RELIABILITY PLANS.--AS PART OF I TS FILI NG UNDER SECTI ON
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1307(F) ORIF IT 1S NOI REQU RED TO MAKE SUCH A FILI NG ON AN

ANNUAL BASI S, A NATURAL GAS DI STRI BUTI ON COMPANY, AS DEFINED I N

SECTI ON 2202 (RELATING TO DEFINITIONS), SHALL FILE A PROPOSED

RELIABILITY PLAN WTH THE COVMM SSION WH CH SHALL, AT A M NI MM

| DENTI FY THE FOLLOW NG

(1) THE PRQJECTED PEAK DAY AND SEASONAL REQUI REMENTS OF

THE FI RM CUSTOMERS UTI LI ZI NG THE DI STRI BUTI ON SYSTEM OF THE

NATURAL GAS DI STRI BUTI ON COVPANY DURI NG THE 12- MONTH

PRQJECTED PERI OD SPECI FI ED I N SECTI ON 1307(F) (1). WHERE

OPERATI ONALLY REQUI RED, THE DESI GN PEAK DAY REQUI REMENTS

SHALL BE SPECI FI ED FOR DI SCRETE SEGQVENTS OF EACH NATURAL_ GAS

DI STRI BUTI ON SYSTEM

(2) THE TRANSPORTATI ON CAPACI TY, STORAGE, PEAKING OR ON

SYSTEM PRODUCTI ON THAT ENSURES DELI VERABI LI TY OF THE NATURAL

GAS_SUPPLI ES NECESSARY TO MEET SUCH PRQIECTED PERI OD PEAK DAY

AND SEASONAL REQUI REMENTS.

(D) SUPPLY PLANS. --AS PART OF ITS FI LI NG UNDER SECTI ON

1307(F), A NATURAL GAS DI STRI BUTI ON COVPANY SHALL FILE A

PROPOSED PLAN W TH THE COVM SSI ON FOR ACQUI SI TI ON OR RECEI PT_OF

NATURAL GAS SUPPLI ES.

[(C)] (E). DEFINITION --AS USED IN TH S SECTI ON, THE [ TERM
"NATURAL GAS' | NCLUDES NATURAL GAS, LI QUI FI ED NATURAL GAS,
SYNTHETI C NATURAL GAS AND ANY NATURAL GAS SUBSTI TUTES] TERMS

"NATURAL GAS COSTS," "GAS COSTS, " "NATURAL GAS" AND "GAS' SHALL

HAVE THE SAME DEFI NI TIONS AS PROVIDED I N SECTION 1307( Q).

§ 1318. DETERM NATI ON OF JUST AND REASONABLE [ NATURAL] GAS COST
RATES.
(A) CENERAL RULE. --1N ESTABLI SHI NG JUST AND REASONABLE RATES
FOR THOSE NATURAL GAS DI STRI BUTI ON [ UTI LI TI ES] COVPAN ES, AS

DEFI NED | N SECTI ON 2202 (RELATING TO DEFINITIONS), W TH GRCSS
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| NTRASTATE OPERATI NG REVENUES | N EXCESS OF $40, 000, 000 UNDER
SECTI ON 1307(F) (RELATING TO SLI DI NG SCALE OF RATES;
ADJUSTMENTS) OR 1308(D) (RELATI NG TO VOLUNTARY CHANGES | N RATES)
OR ANY OTHER RATE PROCEEDI NG THE COWM SSI ON SHALL CONSI DER THE
MATERI ALS PROVI DED BY THE UTI LI TI ES PURSUANT TO SECTI ON 1317

( RELATI NG TO REGULATI ON OF NATURAL GAS COSTS). NO RATES FOR A
NATURAL GAS DI STRI BUTI ON UTI LI TY SHALL BE DEEMED JUST AND
REASONABLE UNLESS THE COWM SSI ON FI NDS THAT THE UTILITY IS
PURSU NG A LEAST COST FUEL PROCUREMENT POLI CY, CONS|I STENT W TH
THE UTILITY' S OBLI GATI ON TO PROVI DE SAFE, ADEQUATE AND RELI ABLE
SERVI CE TO I TS CUSTOMERS. | N MAKI NG SUCH A DETERM NATI ON, THE
COW SSI ON SHALL BE REQUI RED TO MAKE SPECI FI C FI NDI NGS WHI CH
SHALL | NCLUDE, BUT NEED NOT BE LIM TED TGO, FI NDI NGS THAT:

(1) THE UTILITY HAS FULLY AND VI GOROUSLY REPRESENTED THE
I NTERESTS OF | TS RATEPAYERS | N PROCEEDI NGS BEFORE THE FEDERAL
ENERGY REGULATCRY COWM SSI ON.

(2) THE UTILITY HAS TAKEN ALL PRUDENT STEPS NECESSARY TO
NEGOTI ATE FAVORABLE GAS SUPPLY CONTRACTS AND TO RELI EVE THE
UTI LITY FROM TERMS | N EXI STI NG CONTRACTS WTH I TS GAS
SUPPLI ERS WHI CH ARE OR MAY BE ADVERSE TO THE | NTERESTS OF THE
UTI LI TY' S RATEPAYERS.

(3) THE UTILITY HAS TAKEN ALL PRUDENT STEPS NECESSARY TO
OBTAI N LONER COST GAS SUPPLI ES ON BOTH SHORT- TERM AND LONG
TERM BASES BOTH W THI N AND OUTSI DE THE COVMONWEALTH,

I NCLUDI NG THE USE OF GAS TRANSPORTATI ON ARRANGEMENTS W TH
Pl PELI NES AND OTHER DI STRI BUTI ON COVPANI ES.

(4) THE UTILITY HAS NOT W THHELD FROM THE MARKET OR
CAUSED TO BE W THHELD FROM THE MARKET ANY GAS SUPPLI ES VWH CH
SHOULD HAVE BEEN UTI LI ZED AS PART OF A LEAST COST FUEL
PROCUREMENT PQLI CY.
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(B) LIMTATION ON GAS PURCHASED FROM AFFI LI ATES. - -1 N ANY
PURCHASES ALL OR PART OF | TS GAS SUPPLI ES FROM AN AFFI LI ATED
| NTEREST, AS THAT TERM IS DEFI NED | N SECTI ON 2101 ( RELATI NG TO
DEFI NI TI ON OF AFFI LI ATED | NTEREST), THE COWM SSI ON, | N ADDI TI ON
TO THE DETERM NATI ONS AND FI NDI NGS SET FORTH | N SUBSECTI ON (A),
SHALL BE REQUI RED TO MAKE SPECI FI C FI NDI NGS W TH REGARD TO THE
JUSTNESS AND REASONABLENESS OF ALL SUCH PURCHASES. SUCH FI NDI NGS
SHALL | NCLUDE, BUT NOT BE LI M TED TO FI NDI NGS:
(1) THAT THE UTILITY HAS FULLY AND VI GOROUSLY ATTEMPTED
TO OBTAI N LESS COSTLY GAS SUPPLI ES ON BOTH SHORT- TERM AND
LONG- TERM BASES FROM NONAFFI LI ATED | NTERESTS.
(2) THAT EACH CONTRACT FOR THE PURCHASE OF GAS FROM I TS
AFFI LI ATED | NTEREST | S CONSI STENT W TH A LEAST COST FUEL
PROCUREMENT PQLI CY.
(3) THAT NEITHER THE UTILITY NOR I TS AFFI LI ATED | NTEREST
HAS W THHELD FROM THE MARKET ANY GAS SUPPLI ES WH CH SHOULD
HAVE BEEN UTI LI ZED AS PART OF A LEAST COST FUEL PROCUREMENT
PCLI CY.
(© SHUT-IN GAS; SPECI AL RULE.--1N DETERM NI NG WHETHER A GAS
UTI LI TY HAS PURCHASED THE LEAST COSTLY NATURAL GAS AVAI LABLE,
THE COW SS|I ON SHALL CONSI DER AS AVAI LABLE TO THE UTI LI TY ANY
GAS SUPPLI ES THAT REASONABLY COULD HAVE BEEN BROUGHT TO MARKET
DURI NG THE RELEVANT PERI GD BUT WH CH WERE VCOLUNTARI LY W THHELD
FROM THE MARKET BY THE UTI LI TY OR AN AFFI LI ATED | NTEREST OF THE
UTI LITY.
(D) OTHER REGULATORY APPROVALS. - - THE FACT THAT A CONTRACT OR
RATE HAS BEEN APPROVED BY A FEDERAL REGULATORY AGENCY FOR
| NTERSTATE RATEMAKI NG PURPOSES SHALL NOT, IN AND OF | TSELF, BE
ADEQUATE TO SATI SFY THE UTI LI TY' S BURDEN OF PROCF THAT GAS
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PRI CES AND VOLUMES ASSOCI ATED W TH SUCH CONTRACT OR RATE ARE
JUST AND REASONABLE FOR PURPOSES OF THI S SECTI ON.

(E) REPORTS. - - EACH NATURAL GAS DI STRI BUTION UTILITY WTH
GRCSS | NTRASTATE ANNUAL OPERATI NG REVENUES | N EXCESS OF
$40, 000, 000 SHALL FILE WTH THE COW SSI ON [ AND], THE OFFI CE OF
CONSUMER ADVOCATE AND THE OFFI CE OF SMALL BUSI NESS ADVOCATE, | N

ACCCORDANCE W TH REGULATI ONS TO BE PRESCRI BED BY THE COVM SSI ON,
QUARTERLY REPCRTS SETTI NG FORTH THE ACTUAL GAS COSTS | NCURRED BY
THE UTILITY ON A MONTHLY BASI S. ACTUAL GAS COSTS SHALL BE
REVI EWED FOR THEI R ACCURACY BY THE BUREAU OF AUDI TS AT LEAST
ANNUALLY AND THE RESULTS OF THAT REVI EW SHALL BE SUBM TTED TO
THE COW SSI ON.

(F) DEFINITION. --AS USED IN THI S SECTI ON_ THE [ TERM | NCLUDES
NATURAL GAS, LI QUI FI ED NATURAL GAS, SYNTHETI C NATURAL GAS AND
ANY NATURAL GAS SUBSTI TUTES.] TERMS "NATURAL GAS' "NATURAL GAS

COSTS, " "GAS COSTS," AND "GAS' SHALL HAVE THE SAME DEFI NI TI ONS

AS PROVIDED I N SECTION 1307(Q).

SECTION 3. SUBPART D OF PART | OF TITLE 66 | S AMENDED BY
ADDI NG A CHAPTER TO READ:
CHAPTER 22
NATURAL GAS COWPETI TI ON
SEC.
2201. SHORT TI TLE OF CHAPTER
2202. DEFI NI TI ONS.
2203. STANDARDS FOR RESTRUCTURI NG OF NATURAL GAS UTI LI TY
| NDUSTRY.
2204. | MPLEMENTATI ON.
2205. DUTIES OF NATURAL GAS DI STRI BUTI ON COMPANI ES.
2206. CONSUMER PROTECTI ONS AND CUSTOMER SERVI CE.
2207. OBLI GATI ON TO SERVE.
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2208. REQUI REMENTS FOR NATURAL GAS SUPPLI ERS.

2209. MARKET PONER REMEDI ATI ON.

2210. APPROVAL OF PROPOSED MERGERS, CONSCOLI DATI ONS,
ACQUI SI TI ONS OR DI SPOSI TI ONS.

2211. RATE CAPS.

2212. CITY NATURAL GAS DI STRI BUTI ON OPERATI ONS.

§ 2201. SHORT TI TLE OF CHAPTER

TH S CHAPTER SHALL BE KNOWN AND MAY BE Cl TED AS THE NATURAL
GAS CHO CE AND COVPETI TI ON ACT.

§ 2202. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S CHAPTER
SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE
CONTEXT CLEARLY | NDI CATES OTHERW SE:

" CONSUMER PROTECTI ON. " THE STANDARDS, PRACTI CES AND SERVI CE
PROTECTI ONS FOR RETAI L GAS CUSTOMERS, | NCLUDI NG THOSE PROVI DED
FOR I N 52 PA. CODE CH. 56 (RELATING TO STANDARDS AND BI LLI NG
PRACTI CES FOR RESI DENTI AL UTILITY SERVICE), AS WELL AS
APPLI CABLE FEDERAL AND STATE DEBT/ CREDI T COLLECTI ON STATUTES AND
ANY REGULATI ONS OCR ORDERS OF THE COW SSI ON THAT PROVI DE SUCH
PROTECTI ONS, AS MAY BE MODI FI ED BY THE COVMM SSI ON FROM Tl ME TO
TI ME.

"ENTITY." A PERSON OR CORPORATI ON AS DEFI NED I N SECTI ON 102
( RELATI NG TO DEFI NI TI ONS) | NCLUDI NG, FOR PURPOSES OF THI S
CHAPTER, A CI'TY NATURAL GAS DI STRI BUTI ON OPERATI ON.

"LOCAL COM SSION. " THE LOCAL BODY OR AGENCY DESI GNATED
UNDER APPLI CABLE LAW AS RESPONSI BLE FOR SETTI NG THE RATES AND
CHARCES OF A CITY NATURAL GAS DI STRI BUTI ON OPERATI ON | MVEDI ATELY
PRI OR TO THE DATE THE COWM SSI ON ASSUMES JURI SDI CTI ON OVER THE
CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON.

"NATURAL GAS DI STRI BUTI ON COVPANY. " A PUBLIC UTILITY OR A TY
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NATURAL GAS DI STRI BUTI ON OPERATI ON THAT PROVI DES NATURAL GAS
DI STRI BUTI ON SERVI CES AND WHI CH MAY PROVI DE NATURAL GAS SUPPLY
SERVI CES AND OTHER SERVI CES. FOR PURPOSES OF TH S CHAPTER, THI' S
TERM DOES NOT | NCLUDE:
(1) ANY PUBLIC UTILITY SUBJECT TO THE JURI SDI CTI ON OF
THE COWM SSI ON WHI CH HAS ANNUAL GAS OPERATI NG REVENUES OF
LESS THAN $6, 000, 000 PER YEAR, EXCEPT WHERE THE PUBLI C
UTI LI TY VOLUNTARI LY PETI TI ONS THE COW SSI ON TO BE | NCLUDED
WTH N TH' 'S DEFI NI TI ON OR WHERE THE PUBLI C UTI LI TY SEEKS TO
PROVI DE NATURAL GAS SUPPLY SERVI CES TO RETAI L GAS CUSTQOVERS
QUTSI DE | TS SERVI CE TERRI TORY; OR
(2) ANY NATURAL GAS PUBLIC UTILITY SUBJECT TO THE
JURI SDI CTI ON OF THE COW SSI ON THAT |'S NOT | NTERCONNECTED TO
AN | NTERSTATE GAS PI PELI NE BY MEANS OF A DI RECT CONNECTI ON OR
AN | NDI RECT CONNECTI ON THROUGH THE DI STRI BUTI ON SYSTEM OF
ANOTHER NATURAL GAS PUBLI C UTILITY OR THROUGH A NATURAL GAS
GATHERI NG SYSTEM
"NATURAL GAS DI STRI BUTI ON SERVI CE." THE DELI VERY OF NATURAL
GAS TO RETAI L GAS CUSTOVERS UTI LI ZI NG THE JURI SDI CTI ONAL
FACI LI TIES OF THE NATURAL GAS DI STRI BUTI ON COMPANY.
"NATURAL GAS SUPPLIER. " AN ENTITY OTHER THAN A NATURAL GAS
DI STRI BUTI ON COVPANY, BUT | NCLUDI NG NATURAL GAS DI STRI BUTI ON
COVPANY MARKETI NG AFFI LI ATES, VWH CH PROVI DES NATURAL GAS SUPPLY
SERVI CES TO RETAI L GAS CUSTOMVERS UTI LI ZI NG THE JURI SDI CTI ONAL
FACI LI TIES OF A NATURAL GAS DI STRI BUTI ON COMPANY. THE TERM
I NCLUDES A NATURAL GAS DI STRI BUTI ON COVPANY THAT PROVI DES
NATURAL GAS SUPPLY SERVI CES QUTSI DE | TS CERTI FI CATED SERVI CE
TERRI TORI ES. THE TERM | NCLUDES A MUNI Cl PAL CORPORATI ON, I TS
AFFI LI ATES OR ANY JO NT VENTURE, TO THE EXTENT THAT I T CHOOSES
TO PROVI DE NATURAL GAS SUPPLY SERVI CES TO RETAI L CUSTOVERS

19990H1331B2112 - 68 -



1 LOCATED QUTSIDE OF I TS CORPORATE OR MUNICI PAL LIMTS, AS

2 APPLI CABLE, OTHER THAN:

3 (1) AS PROVIDED PRI OR TO THE EFFECTI VE DATE OF THI S
4 CHAPTER, PURSUANT TO A CERTI FI CATE OF PUBLI C CONVENI ENCE
5 | F REQUI RED UNDER THI' S TI TLE;

6 (I'l') TOTAL NATURAL GAS SUPPLY SERVICES IN DE MNIM S
7 AMOUNTS;

8 (')  NATURAL GAS SUPPLY SERVI CES REQUESTED BY, OR

9 PROVI DED W TH THE CONSENT OF, THE PUBLI C UTILITY I N VWHOSE
10 CERTI FI CATED TERRI TORY THE SERVI CES ARE PROVI DED;, OR
11 (1'V)  NATURAL GAS SUPPLY SERVI CES PROVI DED TO THE
12 MUNI CI PAL CORPCORATI ON | TSELF OR | TS TENANTS ON LAND I T
13 OMS OR LEASES, OR IS SUBJECT TO AN AGREEMENT OF SALE OR
14 PENDI NG CONDEMNATI ON, AS OF SEPTEMBER 1, 1999, TO THE
15 EXTENT PERM TTED BY APPLI CABLE LAW | NDEPENDENT OF THI S
16 CHAPTER.

17 THE TERM EXCLUDES AN ENTITY TO THE EXTENT THAT | T PROVI DES FREE
18 GAS TO END- USERS UNDER THE TERMS OF AN O L OR GAS LEASE.

19 NOTW THSTANDI NG ANY OTHER PROVI SI ON OF THI' S TI TLE, A NATURAL GAS
20 SUPPLIER THAT IS NOT A NATURAL GAS DI STRI BUTI ON COVPANY IS NOT A
21 PUBLIC UTILITY AS DEFINED I N SECTI ON 102 ( RELATI NG TO

22 DEFINITIONS) TO THE EXTENT THAT THE NATURAL GAS SUPPLIER I S

23 UTILIZING THE JURI SDI CTI ONAL DI STRI BUTI ON FACI LI TIES OF A

24 NATURAL GAS DI STRI BUTI ON COMPANY COR IS PROVI DI NG OTHER SERVI CES
25 AUTHORI ZED BY THE COW SSI ON.

26 "NATURAL GAS SUPPLY SERVI CES. "

27 (1) THE TERM | NCLUDES:

28 (1) THE SALE OR ARRANGEMENT OF THE SALE OF NATURAL
29 GAS TO RETAI L GAS CUSTOVERS; AND

30 (1) SERVI CES THAT MAY BE UNBUNDLED BY THE
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COW SSI ON UNDER SECTI ON 2203(3) (RELATI NG TO STANDARDS
FOR RESTRUCTURI NG OF NATURAL GAS UTI LI TY | NDUSTRY) .
(2) THE TERM DCES NOT | NCLUDE DI STRI BUTI ON SERVI CE.

"RELI ABI LI TY." THE TERM COVPRI SES ADEQUACY AND SECURI TY. THE
TERM " ADEQUACY" MEANS THE PROVI SI ON OF SUFFI Cl ENT VOLUMES AND
DELI VERABI LI TY OF NATURAL GAS SO AS TO SUPPLY THE REQUI REMENTS
OF RETAIL GAS CUSTOVERS, TAKI NG | NTO ACCOUNT PEAK AND SEASONAL
DEMANDS, AS VELL AS | SOLATED MARKET AREAS AND SYSTEM OPERATI ON
CONTI NGENCI ES.  THE TERM " SECURI TY" MEANS DESI GNI NG, MAI NTAI NI NG
AND OPERATI NG A SYSTEM SO THAT | T CAN SAFELY HANDLE EXTREME
CONDI TI ONS, AS WELL AS EMERGENCI ES.

"RETAI L GAS CUSTOVER " A DI RECT PURCHASER OF NATURAL GAS
SUPPLY SERVI CES OR NATURAL GAS DI STRI BUTI ON SERVI CES, OTHER THAN
A NATURAL GAS SUPPLI ER. THE TERM EXCLUDES AN OCCUPANT OF A
BU LDl NG OR FACI LI TY WHERE THE OMNER/ OPERATORS MANAGE THE
I NTERNAL DI STRI BUTI ON SYSTEM SERVI NG SUCH BUI LDI NG OR FACI LI TY
AND SUPPLY NATURAL GAS AND OTHER RELATED SERVI CES TO OCCUPANTS
OF THE BUI LDI NG OR FACI LI TY; WHERE SUCH OWNER/ OPERATORS ARE
DI RECT PURCHASERS OF NATURAL GAS SUPPLY SERVI CE; AND WHERE THE
OCCUPANTS ARE NOT DI RECT PURCHASERS.

"UNI VERSAL SERVI CE AND ENERGY CONSERVATI ON. " PQOLI Cl ES,
PRACTI CES AND SERVI CES THAT HELP RESI DENTI AL LOW | NCOVE RETAI L
GAS CUSTOMERS AND OTHER RESI DENTI AL RETAI L GAS CUSTOVERS
EXPERI ENCI NG TEMPORARY EMERGENCI ES, AS DEFI NED BY THE
COW SSI ON, TO NMAI NTAI'N NATURAL GAS SUPPLY AND DI STRI BUTI ON
SERVI CES. THE TERM | NCLUDES RETAI L GAS CUSTOMER ASSI STANCE
PROGRAMS, TERM NATI ON OF SERVI CE PROTECTI ONS AND CONSUMER
PROTECTI ON PCLI CI ES AND SERVI CES THAT HELP RESI DENTI AL LOW
I NCOVE CUSTOMERS AND OTHER RESI DENTI AL CUSTOVERS EXPERI ENCI NG
TEMPORARY EMERGENCI ES TO REDUCE OR MANAGE ENERGY CONSUMPTI ON I N
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1 A COST- EFFECTI VE MANNER, SUCH AS THE LOW I NCOVE USAGE REDUCTI ON
2 PROGRAMS AND CONSUMER EDUCATI ON

3 § 2203. STANDARDS FOR RESTRUCTURI NG OF NATURAL GAS UTILITY

4 | NDUSTRY

5 THE FOLLOW NG | NTERDEPENDENT STANDARDS SHALL GOVERN THE

6 COW SSION S ACTI ONS | N ADOPTI NG RULES, ORDERS OR POLI CI ES AND

7 |IN REVI EW NG ASSESSI NG AND APPROVI NG EACH NATURAL GAS

8 DI STRI BUTI ON COMPANY' S RESTRUCTURI NG FI LI NGS AND OVERSEEI NG THE
9 TRANSI TI ON PROCESS AND REGULATI ON OF THE RESTRUCTURED NATURAL

10 GAS UTILITY | NDUSTRY

11 (1) THE COW SSI ON SHALL ADOPT AND ENFORCE STANDARDS AS
12 NECESSARY TO ENSURE CONTI NUATI ON OF THE SAFETY AND

13 RELI ABI LI TY OF THE NATURAL GAS SUPPLY AND DI STRI BUTI ON

14 SERVI CE TO ALL RETAIL GAS CUSTOMERS. | N ADOCPTI NG THE

15 STANDARDS, THE COWM SSI ON SHALL CONSI DER THE ABSENCE OF ANY
16 APPLI CABLE | NDUSTRY STANDARDS AND PRACTI CES OR ADOPT

17 STANDARDS | N CONFORM TY W TH | NDUSTRY STANDARDS AND PRACTI CES
18 MEETI NG THE STANDARDS OF TH S CHAPTER. THE APPLI CATI ON OF

19 SUCH STANDARDS SHALL BE I N A MANNER THAT | NCORPORATES THE

20 OPERATI NG REQUI REMENTS OF THE DI FFERENT NATURAL GAS

21 DI STRI BUTI ON COMPANI ES.

22 (2) CONSI STENT W TH SECTI ON 2204 ( RELATING TO

23 | MPLEMENTATI ON), THE COWM SSI ON SHALL ALLOW RETAI L GAS

24 CUSTOVERS TO CHOOSE AMONG NATURAL GAS SUPPLI ERS AND NATURAL
25 GAS DI STRI BUTI ON COVWPANI ES TO THE EXTENT THAT THEY OFFER SUCH
26 NATURAL GAS SUPPLY SERVI CES. RETAIL GAS CUSTOMERS SHALL BE

27 ABLE TO CHOOSE FROM THESE SUPPLI ERS A VARI ETY OF PRCDUCTS,

28 I NCLUDI NG BUT NOT LIMTED TO DI FFERENT SUPPLY AND PRI Cl NG
29 OPTI ONS, AND SERVI CES THAT EVOLVE AS THE COVPETI Tl VE

30 MARKETPLACE MATURES. NEI THER ANY NATURAL GAS SUPPLI ER NOR ANY
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NATURAL GAS DI STRI BUTI ON COVPANY SHALL OFFER | NTERRUPTI BLE
GAS SERVI CE TO ANY ESSENTI AL HUMAN NEEDS RETAI L GAS CUSTOMER
LACKI NG | NSTALLED AND OPERABLE ALTERNATI VE FUEL CAPABI LI TY OR
TO ANY RESI DENTI AL RETAI L GAS CUSTOVER

(3) THE COW SSI ON SHALL REQUI RE NATURAL GAS
DI STRI BUTI ON COVPANI ES TO UNBUNDLE NATURAL GAS SUPPLY
SERVI CES SUCH THAT SEPARATE CHARGES FOR THE SERVI CES CAN BE
SET FORTH IN TARI FFS AND ON RETAI L GAS CUSTOMERS BILLS. I N
I TS RESTRUCTURI NG FI LI NG THE NATURAL GAS DI STRI BUTI ON
COVPANY SHALL ESTABLI SH SYSTEM RELI ABI LI TY STANDARDS AND
CAPACI TY CONTRACT M TI GATI ON PARAMETERS AND ADDRESS THE
UNBUNDLI NG OF COWODI TY, CAPACI TY, STORAGE, BALANCI NG AND
AGGREGATOR SERVI CES. THE COW SSI ON MAY ADDRESS THE
UNBUNDLI NG OF OTHER SERVI CES ONLY THROUGH A RULEMAKI NG | N
CONDUCTI NG THE RULEMAKI NG, THE COWM SSI ON SHALL CONSI DER THE
I MPACT OF SUCH UNBUNDLI NG ON THE LABOR FORCE, THE CREATI ON OF
STRANDED COSTS, SAFETY, RELI ABILITY, CONSUMER PROTECTI ONS,

UNI VERSAL SERVI CE AND THE POTENTI AL FOR UNBUNDLI NG TO OFFER
SAVI NGS, NEW PRCDUCTS AND ADDI TI ONAL CHO CES OR SERVI CES TO
RETAI L GAS CUSTOVERS. THE COWMM SSI ON' S DECI SI ONS SHALL ASSURE
THAT STANDARDS AND PROCEDURES FOR SAFETY AND RELI ABI LI TY,
CONSUMER PROTECTI ONS AND UNI VERSAL SERVI CE ARE NMAI NTAI NED AT
LEVELS CONSI STENT WTH TH S CHAPTER.

(4) CONSI STENT WTH THE PROVI SI ONS OF SECTI ON 2204, THE
COW SSI ON SHALL REQUI RE THAT A NATURAL GAS DI STRI BUTI ON
COVPANY THAT OMS OR OPERATES JURI SDI CTI ONAL DI STRI BUTI ON
FACI LI TI ES SHALL PROVI DE DI STRI BUTI ON SERVI CE TO ALL RETAI L
GAS CUSTOMERS I N | TS SERVI CE TERRI TORY AND TO ALL NATURAL GAS
SUPPLI ERS, AFFI LI ATED OR NONAFFI LI ATED, ON NONDI SCRI M NATORY
RATES, TERMS OF ACCESS AND OTHER CONDI TI ONS.
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(5) THE COW SSI ON SHALL REQUI RE THAT RESTRUCTURI NG OF
THE NATURAL GAS UTI LI TY | NDUSTRY BE | MPLEMENTED | N A MANNER
THAT DOES NOT UNREASONABLY DI SCRI M NATE AGAI NST ONE CUSTOVER
CLASS FOR THE BENEFI T OF ANOTHER.

(6) AFTER NOTI CE AND HEARI NGS, THE COWM SSI ON SHALL
ESTABLI SH FOR EACH NATURAL GAS DI STRI BUTI ON COVPANY AN
APPROPRI ATE NONBYPASSABLE, COWPETI TI VELY NEUTRAL COST-
RECOVERY MECHANI SM VHI CH | S DESI GNED TO RECOVER FULLY THE
NATURAL GAS DI STRI BUTI ON COVPANY' S UNI VERSAL SERVI CE AND
ENERGY CONSERVATI ON COSTS OVER THE LI FE OF THESE PROGRANMS.
EXCEPT AS PROVI DED | N PARAGRAPH (10), POLICIES, ACTIVITIES
AND SERVI CES UNDER THI S PARAGRAPH SHALL BE FUNDED AND SPENT
I N EACH NATURAL GAS DI STRI BUTI ON COVPANY' S SERVI CE TERRI TORY.
NOTHI NG I N TH S CHAPTER SHALL BE CONSTRUED TO PRCHI BI T PUBLI C
FUNDI NG OR VOLUNTARY FUNDI NG BY THI RD PARTI ES OF A NATURAL
GAS DI STRI BUTI ON COVPANY' S UNI VERSAL SERVI CE AND ENERGY
CONSERVATI ON PROGRAMS.

(7) THE COW SSI ON SHALL, AT A M NI MJUM CONTI NUE THE
LEVEL AND NATURE OF THE CONSUMERS PROTECTI ONS, POLI Cl ES AND
SERVICES WTH N I' TS JURI SDI CTI ON THAT ARE | N EXI STENCE AS OF
THE EFFECTI VE DATE OF TH S CHAPTER TO ASSI ST LOW | NCOMVE
RETAI L GAS CUSTOVERS TO AFFORD NATURAL GAS SERVI CES.

(8) THE COW SSI ON SHALL ENSURE THAT UNI VERSAL SERVI CE
AND ENERGY CONSERVATI ON PCLI CI ES, ACTI VI TIES AND SERVI CES ARE
APPROPRI ATELY FUNDED AND AVAI LABLE | N EACH NATURAL GAS
DI STRI BUTI ON SERVI CE TERRI TORY. THE COWM SSI ON SHALL
ENCOURAGE THE USE OF COMVUNI TY- BASED ORGANI ZATI ONS THAT HAVE
THE NECESSARY TECHNI CAL AND ADM NI STRATI VE EXPERI ENCE TO BE
THE DI RECT PROVI DERS OF SERVI CES OR PROGRAMS VWHI CH REDUCE
ENERGY CONSUMPTI ON OR OTHERW SE ASSI ST LOW | NCOVE RETAI L GAS
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CUSTOVERS TO AFFORD NATURAL GAS SERVI CE. PROGRAMS UNDER THI S
PARAGRAPH SHALL BE SUBJECT TO THE ADM NI STRATI VE OVERSI GHT OF
THE COW SSI ON, VWH CH SHALL ENSURE THAT THE PROGRAMS ARE
OPERATED I N A COST- EFFECTI VE MANNER.

(9) EACH NATURAL GAS DI STRI BUTI ON COVPANY SHALL SET
FORTH I N I TS RESTRUCTURI NG FI LI NG AN I NI TI AL PROPOCSAL TO MEET
I TS UNI VERSAL SERVI CE AND ENERGY CONSERVATI ON OBLI GATI ONS.

(10) CONSI STENT W TH PARAGRAPH (7), THE COWM SSI ON SHALL
CONVENE A TASK FORCE TO REVI EW UNI VERSAL SERVI CE PROGRAMS AND
THEI R FUNDI NG THE TASK FORCE SHALL | SSUE A REPORT TO THE
COW SSI ON BY DECEMBER 31, 1999, AND ANNUALLY THEREAFTER.
RECOMVENDATI ONS REGARDI NG THE USE OF GENERAL STATE REVENUE
SHALL BE CONCURRENTLY FORWARDED TO THE GENERAL ASSEMBLY.

(11) THE COWM SSI ON SHALL CONTI NUE TO REGULATE RATES FOR
NATURAL GAS DI STRI BUTI ON SERVI CES FOR NEW AND EXI STI NG RETAI L
GAS CUSTOVERS | N ACCORDANCE W TH CHAPTER 13 ( RELATI NG TO
RATES AND RATE MAKI NG AND THI S CHAPTER.

(12) THE COWM SSI ON SHALL MAKE | TS DETERM NATI ONS
PURSUANT TO THI S CHAPTER AND SHALL ADOPT SUCH ORDERS OR
REGULATI ONS AS NECESSARY AND APPROPRI ATE TO ENSURE THAT
NATURAL GAS SUPPLI ERS MEET THEI R SUPPLY AND RELI ABI LI TY
OBLI GATI ONS, | NCLUDI NG, BUT NOT LI M TED TGO, ESTABLI SH NG
PENALTI ES FOR FAI LURE TO DELI VER NATURAL GAS AND REVCKI NG
LI CENSES. ANY AFFECTED ENTI TY MAY AT ANY TI ME PETI TI ON THE
COW SSI ON TO AMEND OR RESCI ND ANY SUCH ORDER OR REGULATI ON
| SSUED OR PROMULGATED UNDER THI S CHAPTER.

(13) EACH NATURAL GAS DI STRI BUTI ON COVPANY SHALL SET
FORTH I N I TS RESTRUCTURI NG FI LI NG AN I NI TI AL PROPCSAL TO MEET
I TS EMPLOYEE TRANSI TI ON OBLI GATI ONS PRECI PI TATED BY THI S
CHAPTER.
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(14) THE NATURAL GAS DI STRI BUTI ON COMPANY MAY CONTI NUE
TO PROVI DE NATURAL GAS SERVI CE TO | TS CUSTOMVERS UNDER ALL
TARI FF RATE SCHEDULES AND RI DERS | NCORPORATED | NTO | TS
TARI FF, AND POLI Cl ES OR PROGRAMS, EXI STING ON THE EFFECTI VE
DATE OF THI S CHAPTER
(15) BEG NNI NG MAY 1, 1999, AND CONTI NUI NG FOR A 36-
MONTH PERI OD THEREAFTER, | F A NATURAL GAS DI STRI BUTI ON
COVPANY LAYS OFF OR TERM NATES ANY OF | TS EMPLOYEES, EXCEPT
FOR JUST CAUSE, THE NATURAL GAS DI STRI BUTI ON COMPANY SHALL:
(1) PROVIDE THE COMM SSI ON W TH SUFFI Cl ENT
| NFORVATI ON TO SHOW THAT W TH THE REDUCTI ON OF EMPLOYEES
THE COVPANY W LL STILL BE ABLE TO ENSURE THE SAFETY AND
RELI ABI LI TY OF NATURAL GAS DI STRI BUTI ON SERVI CE TO ALL
RETAI L GAS CUSTOVERS, AS PROVI DED FOR BY THE COWMM SSI ON
UNDER PARAGRAPH (1) .
(11) PROVIDE AT LEAST 60 DAYS WRI TTEN NOTI CE OF
SUCH LAYOFF OR TERM NATI ON TO THE COVPANY' S EMPLOYEES
AUTHORI ZED BARGAI Nl NG REPRESENTATI VE.
§ 2204. | MPLEMENTATI ON.
(A) COVMENCEMENT OF CUSTOMER CHO CE. - - BEG NNI NG ON NOVEMBER
1, 1999, UNLESS THE COMM SSI ON FOR GOOD CAUSE SHOWN EXTENDS THI S
PERI OD BY NO MORE THAN ElI GHT MONTHS, CONSI STENT W TH THI S
CHAPTER, ALL RETAIL GAS CUSTOVERS OF NATURAL GAS DI STRI BUTI ON
COVPANI ES OTHER THAN Cl TY NATURAL GAS DI STRI BUTI ON OPERATI ONS
SHALL HAVE THE OPPORTUNI TY TO PURCHASE NATURAL GAS SUPPLY
SERVI CES FROM A NATURAL GAS SUPPLI ER OR THEI R NATURAL GAS
DI STRI BUTI ON COVMPANY TO THE EXTENT | T OFFERS SUCH SERVI CES. THE
CHO CE OF NATURAL GAS SUPPLI ERS SHALL REST W TH THE RETAIL GAS
CUSTOVER. THE COWM SSI ON SHALL ADOPT ORDERS, RULES, REGULATI ONS
AND POLI CI ES AS SHALL BE NECESSARY AND APPROPRI ATE TO | MPLEMVENT

19990H1331B2112 - 75 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

FULLY THI'S CHAPTER W THIN THE TI ME FRAMES SPECI FIED IN TH S
CHAPTER, PROVI DED THAT THE COWM SSI ON MAY, | N THE CONTEXT OF
EACH NATURAL GAS DI STRI BUTI ON COVPANY' S RESTRUCTURI NG
PROCEEDI NG, ESTABLI SH THE TI ME FRAMES FOR | MPLEMENTATI ON OF
SPECI FI C COMPONENTS OF EACH NATURAL GAS DI STRI BUTI ON COMPANY' S
RESTRUCTURI NG PLAN.
(B) RESTRUCTURI NG FI LI NGS. - - ALL NATURAL GAS DI STRI BUTI ON
COWPANI ES | N THI S COWONWEALTH, EXCEPT Cl TY NATURAL GAS
DI STRI BUTI ON OPERATI ONS, SHALL FILE W TH THE COVM SSI ON,
PURSUANT TO A SCHEDULE TO BE DETERM NED BY THE COMM SSI ON | N
CONSULTATI ON W TH THE NATURAL GAS DI STRI BUTI ON COVPANI ES, A
RESTRUCTURI NG FI LI NG CONSI STENT W TH THI S CHAPTER AND W TH ANY
ORDERS, RULES OR REGULATI ONS ADOPTED BY THE COWM SSION. A CI TY
NATURAL GAS DI STRI BUTI ON OPERATI ON SHALL FILE W TH THE
COWM SSI ON | TS RESTRUCTURI NG FI LI NG PURSUANT TO SECTI ON 2212
( RELATI NG TO CI TY NATURAL GAS DI STRI BUTI ON OPERATI ONS).
(C) COVM SSI ON REVI EW - -
(1) THE COWM SSI ON SHALL REVI EW THE RESTRUCTURI NG FI LI NG
OF EACH NATURAL GAS DI STRI BUTI ON COVPANY AND SHALL, AFTER
OPEN EVI DENTI ARY HEARI NGS W TH PROPER NOTI CE AND OPPORTUNI TY
FOR ALL PARTIES TO CROSS- EXAM NE W TNESSES AND BRI EF | SSUES,
| SSUE AN ORDER ACCEPTI NG, MODI FYI NG OR REJECTI NG SUCH FI LI NG
AT THE EARLI EST DATE POSSI BLE, BUT NO LATER THAN NI NE MONTHS
FROM THE FI LI NG DATE.
(2) 1N ISSU NG THE RESTRUCTURI NG ORDER, THE COWM SSI ON
MAY CONSI DER THE RESULTS OF ANY COLLABORATI VE PROCESS
PREVI OUSLY ENGAGED | N DURI NG OR PRI OR TO THE RESTRUCTURI NG
PROCEEDI NG.
(3) |F THE COW SSI ON MODI FI ES OR REJECTS A
RESTRUCTURI NG FILING, | T SHALL STATE THE SPECI FI C REASONS FOR
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MCDI FI CATI ON OR REJECTI ON AND DI RECT THE NATURAL GAS
DI STRI BUTI ON COVPANY TO ADDRESS SUCH OBJECTI ONS W TH ANOTHER
FILING WTH N 30 DAYS OF THE ENTRY DATE OF THE COW SSI ON
ORDER MODI FYI NG OR REJECTI NG THE PRI OR FI LI NG

(4) THE COW SSI ON SHALL REVI EW THE ALTERNATI VE FI LI NG,
SOLICI T COWENTS AND REPLY COMVENTS FROM | NTERESTED PARTI ES
AND | SSUE A FI NAL ORDER W THI N 45 DAYS OF THE REVI SED FI LI NG

(5) THE RESTRUCTURI NG FI LI NG FOR A CITY NATURAL GAS
DI STRI BUTI ON OPERATI ON SHALL ALSO | NCLUDE AN I NI TI AL TARI FF
FI LI NG
(D) RELEASE, ASSI GNVENT OR TRANSFER COF CAPACI TY. - -

(1) A NATURAL GAS DI STRI BUTI ON COVPANY HOLDI NG CONTRACTS
FOR FI RM STORAGE OR TRANSPORTATI ON CAPACI TY, | NCLUDI NG GAS
SUPPLY CONTRACTS W TH PENNSYLVANI A PRODUCERS, ON THE
EFFECTI VE DATE OF TH S CHAPTER, OR A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON ON THE DATE THE COMM SSI ON ASSUMES
JURI SDI CTI ON OVER SUCH CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON, MAY, AT I TS OPTI ON, RELEASE, ASSI GN OR OTHERW SE
TRANSFER SUCH CAPACI TY, OR PENNSYLVANI A SUPPLY, | N VHCOLE OR
PART, ASSOCI ATED W TH THOSE CONTRACTS ON A NONDI SCRI M NATORY
BASI S TO LI CENSED NATURAL GAS SUPPLI ERS OR LARGE COVMERCI AL
OR I NDUSTRI AL CUSTOVERS ON | TS SYSTEM

(2) CONTRACTS WHI CH BY THEI R TERMS MJUST BE RENEWED
W TH N 150 DAYS AFTER THE EFFECTI VE DATE OF TH S CHAPTER OR,
W TH RESPECT TO A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON,
WTH N 90 DAYS AFTER THE DATE THE COWM SSI ON ASSUMES
JURI SDI CTI ON OVER SUCH CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON OR CONTRACTS FOR WHI CH THE LAST DAY FOR NOTI CE OF
RENEWAL OR NONRENEWAL PURSUANT TO THE NOTI CE PROVI SI ON OF THE
CONTRACT HAS OCCURRED OR IS WTHI N 150 DAYS AFTER THE
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EFFECTI VE DATE OF TH S CHAPTER OR, WTH RESPECT TO A CI TY
NATURAL GAS DI STRI BUTI ON OPERATI ON, W THI N 90 DAYS AFTER THE
DATE THE COWM SSI ON ASSUMES JURI SDI CTI ON OVER SUCH CI TY
NATURAL GAS DI STRI BUTI ON OPERATI ON AND VWHI CH ARE RENEWED
PURSUANT TO SUCH NOTI CE REQUI REMENTS SHALL ALSO BE SUBJECT TO
THE PROVI SIONS OF THI S SUBSECTI ON.

(3) SUCH RELEASE, ASSI GNMENT OR TRANSFER SHALL BE AT THE
APPLI CABLE CONTRACT RATE FOR SUCH CAPACI TY, OR PENNSYLVAN A
SUPPLY, AND SHALL BE SUBJECT TO APPLI CABLE CONTRACTUAL
ARRANGEMENTS AND TARI FFS. THE AMOUNT SO RELEASED, ASS|I GNED OR
TRANSFERRED SHALL BE SUFFI Cl ENT TO SERVE THE LEVEL OF THE
CUSTOVERS' REQUI REMENTS FOR VWH CH THE NATURAL GAS
DI STRI BUTI ON COVPANY HAS PROCURED SUCH CAPACI TY, DETERM NED
I N ACCORDANCE W TH THE NATURAL GAS DI STRI BUTI ON COMPANY' S
TARI FF OR PROCEDURES APPROVED I N | TS RESTRUCTURI NG
PROCEEDI NGS.

(4) THE LI CENSED NATURAL GAS SUPPLI ER SHALL ACCEPT SUCH
RELEASE, ASSI GNMENT OR TRANSFER OF THAT CAPACI TY, OR
PENNSYLVANI A SUPPLY, AND ENTER | NTO ALL APPLI CABLE CONTRACTS
OR AGREEMENTS, AS A CONDI TI ON OF SERVI NG RETAI L GAS CUSTOMERS
ON THE NATURAL GAS DI STRI BUTI ON COVPANY' S SYSTEM

(5) ON OR AFTER JULY 1, 2002, OR INTHE CASE CF A A TY
NATURAL GAS DI STRI BUTI ON OPERATI ON, MARCH 1, 2005, THE
COW SSI ON SHALL HAVE THE AUTHORI TY TO PREVENT SUCH
ASSI GNVENTS, RELEASES OR TRANSFERS UNDER ElI THER OF THE
FOLLOW NG Cl RCUMSTANCES:

(1) THE NATURAL GAS DI STRI BUTI ON COVPANY, ALONE OR

TOGETHER W TH ONE OR MORE NATURAL GAS SUPPLI ERS,

VOLUNTARI LY PROPCSES AN ALTERNATI VE TO SUCH ASSI GNVENTS,

RELEASES OR TRANSFERS AND THE COMM SSI ON FI NDS SUCH
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ALTERNATI VE TO BE I N THE PUBLI C | NTEREST; OR

(1'l') UPON THE PETI TI ON OF THE LI CENSED NATURAL GAS

SUPPLI ER WHO DESI RES TO USE ALTERNATE | NTERSTATE STORAGE
OR TRANSPORTATI ON CAPACI TY TO SERVE | TS CUSTOVERS ON THE
NATURAL GAS DI STRI BUTI ON COVPANY' S SYSTEM THE COW SSI ON
MAKES THE FOLLOW NG FI NDI NGS AND | SSUES A FI NAL ORDER AS
TO VH CH ALL APPEALS HAVE BEEN EXHAUSTED I N WH CH:

(A) THE COW SSI ON FI NDS THAT THE ALTERNATE
CAPACI TY VH CH THE NATURAL GAS SUPPLI ER SEEKS TO
UTI LI ZE MEETS THE OPERATI ONAL NEEDS AND RELI ABI LI TY
STANDARDS OF THE NATURAL GAS DI STRI BUTI ON COMPANY.

(B) THE COWM SSI ON CONFI RV5 THAT THE NATURAL GAS
DI STRI BUTI ON COVPANY' S SPECI FI C TRANSPORTATI ON AND
STORAGE CAPACI TY CONTRACTS TO BE DI SPLACED ARE NO
LONGER NEEDED TO SERVE FI RM CUSTOVERS OF THE NATURAL
GAS DI STRI BUTI ON COVPANY.

(© THE COW SSI ON AUTHORI ZES THE NATURAL GAS
DI STRI BUTI ON COVPANY TO FOLLOW A SPECI FI C, WRI TTEN
M Tl GATI ON PLAN APPROVED BY THE COMM SSION OR, | F
SUCH A PLAN IS NOTI' APPROVED OR APPLI CABLE, TO POST
THE DI SPLACED CAPACI TY FOR RELEASE | N ACCORDANCE W TH
THE RULES AND REGULATI ONS OF THE FEDERAL ENERGY
REGULATORY COWM SSI ON AND APPLI CABLE REQUI REMENTS OF
| NTERSTATE PI PELI NES.

(D) THE COW SSI ON AUTHORI ZES THE NATURAL GAS
DI STRI BUTI ON COVPANY TO RECOVER THE DI FFERENCE
BETWEEN THE AMOUNT THE NATURAL GAS DI STRI BUTI ON
COVPANY | S REQUI RED TO PAY UNDER THE APPLI| CABLE
CONTRACT TERMS FOR THE CAPACI TY RELEASED, ASSI GNED OR
TRANSFERRED PURSUANT TO CLAUSE (C) AND THE AMOUNT THE
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NATURAL GAS DI STRI BUTI ON COVPANY RECE! VES FROM AN
ENTITY, |F ANY, THAT ACQUI RES SUCH CAPACI TY. UNDER NO
Cl RCUMSTANCES, HOWEVER, SHALL SUCH RECOVERY RESULT I N
SHI FTI NG OF COSTS BETWEEN CUSTOVER CLASSES OR | N ANY
| NCREASE | N RATES TO CUSTOVERS WHO CONTI NUE TO
PURCHASE NATURAL GAS SUPPLI ES FROM THE NATURAL GAS
DI STRI BUTI ON COVPANY ACTING I N | TS SUPPLI ER OF LAST
RESORT FUNCTI ON.

(6) PRIOR TO MAKI NG THE FI LI NG PROVI DED FOR | N PARAGRAPH
(5), THE NATURAL GAS SUPPLIER SHALL MEET W TH THE NATURAL GAS
DI STRI BUTI ON COVPANY TO DI SCUSS THE NATURAL GAS SUPPLI ER S
PROPOSED ALTERNATI VES TO THE EXI STI NG GAS SUPPLY OR CAPACI TY
CONTRACTS OR TO THEI R MANDATORY ASS| GNVENT.

(7) THOSE NATURAL GAS DI STRI BUTI ON COMPANI ES HAVI NG GAS
SUPPLY CONTRACTS W TH PENNSYLVANI A PRODUCERS MAY ADDRESS THE
| SSUE OF POST-JULY 1, 2002, ASSI GNVENT OF SUCH CONTRACTS I N
THEI R RESTRUCTURI NG PROCEEDI NG OR THEREAFTER
(E) NEW AND RENEWED CAPACI TY. - -

(1) SUBJECT TO THE SERVI CE OBLI GATI ONS | MPOSED BY THI S
TI TLE, AND TO THE EXTENT SUCH CAPACI TY |'S NOT NEEDED TO MEET
THE NATURAL GAS DI STRI BUTI ON COVPANY' S LEAST COST FUEL
PROCUREMENT AND OTHER APPLI CABLE STANDARDS PURSUANT TO THI S
TI TLE, PRI OR TO ENTERI NG | NTO NEW OR RENEWED CONTRACTS FOR
FI RM STORAGE OR TRANSPORTATI ON CAPACI TY NOT SUBJECT TO
SUBSECTI ON (D) (1), (2), (3) OR (4) EACH NATURAL GAS
DI STRI BUTI ON COVPANY SHALL OFFER ON A NONDI SCRI M NATORY BASI S
TO EACH NATURAL GAS SUPPLI ER LI CENSED TO DO BUSI NESS ON I TS
SYSTEM AND TO LARGE VOLUME | NDUSTRI AL OR COWMERCI AL
CUSTOVERS OF THE NATURAL GAS DI STRI BUTI ON COVPANY BEI NG
SERVED BY SUCH CONTRACTS, THE OPPORTUNI TY TO RENEW SUCH
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1 CONTRACTS, PURSUANT TO THE RULES AND REGULATI ONS OF THE

2 FEDERAL ENERGY REGULATORY COMM SSI ON, OR TO ENTER | NTO OTHER
3 CONTRACTS FOR CAPACI TY.

4 (2) THE CAPACI TY SHALL MEET THE RELI ABILITY CRITERI A OF
5 THE NATURAL GAS DI STRI BUTI ON COVPANY AND, | N THE CASE OF

6 LARCGE VOLUME | NDUSTRI AL AND COMVERCI AL CUSTOVERS BEI NG SERVED
7 BY SUCH CONTRACTS, SHALL MEET THEI R CURRENT REQUI REMENTS.

8 (3) EACH NATURAL GAS DI STRI BUTI ON COVPANY SHALL UTI LI ZE
9 THE COLLABORATI VE PROCESS ESTABLI SHED PURSUANT TO SUBSECTI ON
10 (F) TO ADDRESS I TS CAPACI TY REQUI REMENTS.

11 (4) ABSENT THE NATURAL GAS SUPPLI ER OR LARCGE VOLUME

12 I NDUSTRI AL OR COMMERCI AL CUSTOMER TAKI NG OR PROVI DI NG SUCH
13 CAPACI TY, THE NATURAL GAS DI STRI BUTI ON COVPANY SHALL FI LE

14 W TH AND OBTAI N APPROVAL FROM THE COWM SSI ON FOR SUCH

15 CONTRACTS NECESSARY TO ENSURE SUFFI Cl ENT CAPACI TY TO MEET

16 CURRENT AND PRQIECTED CUSTOVER REQUI REMENTS CONSI DERI NG THE
17 COW TMENTS OF NATURAL GAS SUPPLI ERS

18 (5) PRIOR TO BEI NG DI SPLACED BY A NATURAL GAS SUPPLI ER S
19 ALTERNATE | NTERSTATE STORAGE OR TRANSPCRTATI ON CAPACI TY,

20 CONTRACTS RENEWED OR ENTERED | NTO BY THE NATURAL GAS

21 DI STRI BUTI ON COVPANY PURSUANT TO THI S SUBSECTI ON SHALL BE

22 SUBJECT TO THE PROCESS SET FORTH | N SUBSECTI ON ( D)

23 (F)  WORKING GROUP AND CCOLLABORATI VE PROCESS. --IN I TS

24 RESTRUCTURI NG PROCEEDI NG, A NATURAL GAS DI STRI BUTI ON COVPANY

25 SHALL SET FORTH A PROCESS TO ESTABLI SH A WORKI NG GROUP OF

26 LI CENSED NATURAL GAS SUPPLI ERS HAVI NG CUSTOVERS ON THE NATURAL
27 GAS DI STRI BUTI ON COVPANY' S SYSTEM AND REPRESENTATI VES OF THE

28 RESI DENTI AL, COVWMERCI AL AND | NDUSTRI AL CUSTOMER CLASSES TO

29 (1) MEET ON A SCHEDULED BASI S.

30 (2) SEEK RESOLUTI ON COF OPERATI ONAL AND CAPACI TY | SSUES
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RELATED TO CUSTOVER CHQO CE.
THE FI NAL DETERM NATI ON OF OPERATI ONAL AND RELI ABI LI TY | SSUES
RESI DES W TH THE NATURAL GAS DI STRI BUTI ON COVPANY. | N ADDI TI ON
THE NATURAL GAS DI STRI BUTI ON COMPANY SHALL I NCLUDE IN I TS
RESTRUCTURI NG FI LI NG A COLLABORATI VE PROCESS TO ADDRESS BROADER
| SSUES RELATI NG TO UNBUNDLI NG CUSTOVER CHO CE AND DEREGULATI ON.

(G | NVESTI GATI ON AND REPORT TO GENERAL ASSEMBLY. - - FI VE
YEARS AFTER THE EFFECTI VE DATE OF TH S CHAPTER, THE COWM SS| ON
SHALL | NI TI ATE AN | NVESTI GATI ON OR OTHER APPROPRI ATE PROCEEDI NG
IN VWH CH ALL | NTERESTED PARTI ES ARE | NVI TED TO PARTI CI PATE, TO
DETERM NE VWHETHER EFFECTI VE COWMPETI TI ON FOR NATURAL GAS SUPPLY
SERVI CES EXI STS ON THE NATURAL GAS DI STRI BUTI ON COVPANI ES
SYSTEMS I N THI S COMMONVEALTH. THE COWM SSI ON SHALL REPORT | TS
FI NDI NGS TO THE GENERAL ASSEMBLY. SHOULD THE COVWM SSI ON CONCLUDE
THAT EFFECTI VE COVPETI TI ON DOES NOT EXI ST, THE COVMM SSI ON SHALL
RECONVENE THE STAKEHOLDERS | N THE NATURAL GAS | NDUSTRY IN THI S
COMWONVEALTH TO EXPLORE AVENUES, | NCLUDI NG LEGQ SLATI VE, FOR
ENCOURAG NG | NCREASED COVPETI TION I N THI S COVMONWEALTH

(H DI SPLACED EVMPLOYEE PROGRAM - - THE DEPARTMENT OF LABOR AND
| NDUSTRY SHALL ESTABLI SH AND | MPLEMENT A PROGRAM TO ASSI ST THE
NATURAL GAS DI STRI BUTI ON COVPANY EMPLOYEES VWHO ARE DI SPLACED BY
THE TRANSI TI ON TO RETAI L COWPETI TI ON PRECI PI TATED BY TH' S
CHAPTER. THE PROGRAM SHALL BE DESI GNED TO ASSI ST EMPLOYEES | N
OBTAI NI NG EMPLOYMENT AND SHALL CONSI ST OF UTI LI ZI NG THE FEDERAL
FUNDS AVAI LABLE FOR THE PURPOSE OF RETRAI NI NG AND OUTPLACEMENT
SERVI CES FOR SUCH EMPLOYEES

(1) AUDI T REQUI REMENT. - - PRIOR TO THE COMVENCEMENT OF THE
RESTRUCTURI NG PROCEEDI NG OF A CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON, THE COW SSI ON SHALL PROVI DE FOR AN | NDEPENDENT
MANAGEMENT AUDI T OF ALL EMPLOYEES, RECORDS, EQUI PMENT,
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CONTRACTS, ASSETS, LIABILITIES, APPROPRIATI ONS AND OBLI GATI ONS
RELATED TO A C TY NATURAL GAS DI STRI BUTI ON OPERATI ON PURSUANT TO
SECTI ON 516 ( RELATI NG TO AUDI TS OF CERTAIN UTILITIES). THE CTY
NATURAL GAS DI STRI BUTI ON OPERATI ON SHALL HAVE A 60- DAY PERI GD TO
SUBM T WRI TTEN COMMENTS ON THE AUDI T REPORT TO THE COWM SSI ON.
§ 2205. DUTIES OF NATURAL GAS DI STRI BUTI ON COVPANI ES.
(A) INTEGRITY OF DI STRI BUTI ON SYSTEM - -
(1) EACH NATURAL GAS DI STRI BUTI ON COVPANY SHALL MAI NTAI N
THE INTEGRITY OF | TS DI STRI BUTI ON SYSTEM AT LEAST I N
CONFORM TY W TH THE STANDARDS ESTABLI SHED BY THE FEDERAL
DEPARTMENT OF TRANSPORTATI ON AND SUCH OTHER STANDARDS
PRACTI CED BY THE | NDUSTRY I N A MANNER SUFFI CI ENT TO PROVI DE
SAFE AND RELI ABLE SERVI CE TO ALL RETAI L GAS CUSTQOVERS
CONNECTED TO | TS SYSTEM CONSI STENT WTH THI S TI TLE AND THE
COW SSI ON'S ORDERS OR REGULATI ONS.
(2) I N PERFORM NG SUCH DUTI ES, THE NATURAL GAS
DI STRI BUTI ON COVPANY SHALL | MPLEMENT PROCEDURES TO REQUI RE
ALL NATURAL GAS SUPPLI ERS TO SUPPLY NATURAL GAS TO THE
NATURAL GAS DI STRI BUTI ON COVPANY AT LOCATI ONS, VOLUMES,
QUALI TI ES AND PRESSURES THAT ARE ADEQUATE TO MEET THE NATURAL
GAS SUPPLI ER S SUPPLY AND RELI ABI LI' TY OBLI GATIONS TO I TS
RETAI L GAS CUSTOVERS AND THE NATURAL GAS DI STRI BUTI ON
COVPANY' S SUPPLY AND RELI ABI LI TY OBLI GATIONS TO | TS RETAI L
GAS CUSTOMERS. THE PROCEDURES SHALL | NCLUDE, BUT NOT BE
LIMTED TG
(1) A COVMUNI CATI ON PROTOCOL W TH NATURAL GAS
SUPPLI ERS.
(1) AN ABILITY TO | SSUE SYSTEM MAI NTENANCE ORDERS
TO CONTROL THE FLOW OF GAS | NTO THE DI STRI BUTI ON SYSTEM
(I'11)y THE RIGHT TO | SSUE AND ENFORCE PENALTI ES
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PURSUANT TO COVM SSI ON DI RECTI ON, PROVI DED, HOWEVER, THAT
THE COVM SSI ON MAY APPROVE ADDI TI ONAL PROCEDURES OF LI KE
NATURE BY ORDER OR REGULATI ON TO PRESERVE RELI ABI LI TY.

(B) 1 NSTALLATI ON AND | MPROVEMENT OF FACI LI TI ES. - -

(1) THE NATURAL GAS DI STRI BUTI ON COMPANY SHALL NOT HAVE

AN OBLI GATI ON TO | NSTALL NONSTANDARD FAC! LI TIES, ElI THER AS TO

TYPE OR LOCATI ON, FOR THE PURPOSE OF RECEI VI NG NATURAL GAS

FROM THE NATURAL GAS SUPPLI ER UNLESS THE NATURAL GAS SUPPLI ER

OR | TS RETAI L GAS CUSTOMER PAYS THE FULL COST OF THESE

FACI LI TI ES.

(2) NOTHING IN TH' S CHAPTER SHALL PREVENT THE NATURAL

GAS DI STRI BUTI ON COVPANY FROM MAI NTAI NI NG AND UPGRADI NG | TS

SYSTEM TO MEET RETAIL GAS CUSTOMER REQUI REMENTS CONSI STENT

W TH THE REQUI REMENT OF SECTI ON 1501 ( RELATI NG TO CHARACTER

OF SERVI CE AND FACI LI TIES) OR COVPLI ANCE W TH OTHER STATUTORY

AND REGULATORY REQUI REMENTS.

(3) DI SPUTES CONCERNI NG FACI LI TIES SHALL BE SUBJECT TO

THE JURI SDI CTI ON OF THE COMM SSI ON AND MAY BE | NI TI ATED BY

THE FILING OF A COVPLAI NT UNDER SECTI ON 701 ( RELATI NG TO

COVPLAI NTS) BY THE COWM SSI ON OR ANY | NTERESTED PARTY.

(C) CUSTOMER BI LLI NG - -

(1) SUBJECT TO THE RIGHT OF A RETAIL GAS CUSTOMER TO

CHOOSE TO RECEI VE SEPARATE BI LLS FROM | TS NATURAL GAS

SUPPLI ER FOR NATURAL GAS SUPPLY SERVI CE, THE NATURAL GAS

DI STRI BUTI ON COVPANY SHALL BE RESPONSI BLE FOR BI LLI NG EACH OF

| TS RETAI L GAS CUSTOMERS FOR NATURAL GAS DI STRI BUTI ON

SERVI CE, CONSI STENT W TH THE ORDERS OR REGULATI ONS OF THE

COWM SSI ON, REGARDLESS OF THE | DENTI TY OF THE PROVI DER OF

NATURAL GAS SUPPLY SERVI CES.

(2) (1) BILLS TO RETAIL GAS CUSTOVERS SHALL CONTAI N
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SUFFI CI ENT UNBUNDLED CHARGE | NFORMVATI ON TO ENABLE THE
CUSTOVER TO DETERM NE THE BASI S FOR THOSE CHARGES AND
SHALL COWPLY W TH SECTI ON 1509 ( RELATI NG TO BI LLI NG
PROCEDURES). AT A MNIMUM SUCH CHARGES SHALL | NCLUDE
THOSE SERVI CES WH CH ARE UNBUNDLED AS A RESULT OF A
RESTRUCTURI NG FI LI NG OR RULEMAKI NG
(1) BILLS TO RETAI L RESI DENTI AL CUSTOMVERS RENDERED
BY A NATURAL GAS DI STRI BUTI ON COMPANY FOR NATURAL GAS
DI STRI BUTI ON SERVI CES SHALL | NCLUDE | NFORVATI ON REQUI RED
BY COW SSI ON REGULATI ONS GOVERNI NG STANDARDS AND BI LLI NG
PRACTI CES FOR RESI DENTI AL UTI LI TY SERVI CE.
(I'r1) BILLS RENDERED BY A NATURAL GAS DI STRI BUTI ON
COVPANY ON BEHALF OF A NATURAL GAS SUPPLI ER SHALL
I NCLUDE, IN A FORM AND MANNER DETERM NED BY THE NATURAL
GAS DI STRI BUTI ON COVPANY, | N CONSULTATI ON W TH THE
NATURAL GAS SUPPLI ER, THE FOLLOW NG | NFORVATI ON W TH
RESPECT TO NATURAL GAS SUPPLI ER SERVI CES: THE NAME OF THE
NATURAL GAS SUPPLI ER; THE RATES, CHARGES OR PRI CES OF
NATURAL GAS SUPPLY SERVI CES BI LLED, | NCLUDI NG ADJUSTMENTS
TO PRI OR PERI OD BI LLI NGS, | F APPLI CABLE, AND TAXES, |F
APPLI CABLE; AND THE NATURAL GAS SUPPLI ER S TOLL- FREE
TELEPHONE NUMBER AND HOURS OF OPERATI ON FOR CUSTOMER
I NQUI RI ES.
(3) | NCREMENTAL COSTS RELATI NG TO BI LLI NG SERVI CES
DESI GNED, | MPLEMENTED AND RENDERED BY THE NATURAL GAS
DI STRI BUTI ON COVPANY, AT | TS ELECTI ON, ON BEHALF OF A NATURAL
GAS SUPPLI ER OR OTHER ENTI TY MAY BE RECOVERED THROUGH FEES
CHARCED BY THE NATURAL GAS DI STRI BUTI ON COMPANY TO THE
NATURAL GAS SUPPLI ER OR OTHER ENTI TY. EI THER PARTY NAY
REQUEST THAT THE COMM SSI ON CONSI DER THE APPROPRI ATE LEVEL OF
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THE FEE. IN DA NG SO, THE COWM SS|I ON SHALL CONSI DER FEES
CHARCED BY OTHER NATURAL GAS DI STRI BUTI ON COMPANI ES FOR

SI'M LAR SERVI CES. THE COW SSI ON SHALL ElI THER PERM T THE FEE
TO CONTI NUE AS SET OR SHALL ESTABLI SH AN ALTERNATI VE

MECHANI SM TO PERM T FULL RECOVERY OF UNRECOVERED JUST AND
REASONABLE COSTS FROM THE SUPPLI ER OR THE SUPPLI ER S
CUSTOVERS. NOTHI NG IN THI' S SECTI ON SHALL PERM T THE RECOVERY
OF SUCH COSTS FROM NATURAL GAS SUPPLY SERVI CE CUSTOMERS OF
THE NATURAL GAS DI STRI BUTI ON COMPANY.

(4) | F SERVICES ARE PROVI DED BY AN ENTI TY OTHER THAN THE
NATURAL GAS DI STRI BUTI ON COVPANY, THE ENTI TY THAT PROVI DED
THOSE SERVI CES SHALL FURNI SH TO THE NATURAL GAS DI STRI BUTI ON
COVPANY BI LLI NG DATA SUFFI CI ENT TO ENABLE THE NATURAL GAS
DI STRI BUTI ON COVPANY TO TI MELY BI LL RETAIL GAS CUSTOMERS. THE
ENTI TY SHALL PROVI DE DATA FOR BI LLI NG PURPCSES | N A FORVAT
AND IN A TI ME FRAME AS REQUI RED BY THE NATURAL GAS
DI STRI BUTI ON COVPANY. THE NATURAL GAS DI STRI BUTI ON COVPANY
SHALL CONSI DER THE DATA AND | NFORMVATI ON  CONFI DENTI AL AND
SHALL TREAT I'T AS SUCH.

(5) NO NATURAL GAS DI STRI BUTI ON COVPANY SHALL BE
REQUI RED TO FORWARD PAYMENT TO ENTI TI ES PROVI DI NG SERVI CES TO
CUSTOVERS AND ON WHOSE BEHALF THE NATURAL GAS DI STRI BUTI ON
COVPANY | S BI LLI NG THOSE CUSTOVERS BEFORE THE NATURAL GAS
DI STRI BUTI ON COVPANY HAS RECEI VED PAYMENT FOR THOSE SERVI CES
FROM CUSTOMERS. THE COWM SS|I ON SHALL | SSUE GUI DELI NES
ADDRESSI NG THE APPLI CATI ON OF PARTI AL PAYMENTS.

(6) NATURAL GAS DI STRI BUTI ON COVPANI ES AND NATURAL GAS
SUPPLI ERS SHALL TAKE REASONABLE STEPS TO ALLOW RETAI L GAS
CUSTOVERS TO CONTRI BUTE VI A THEIR Bl LL TO HARDSHI P ENERGY
FUNDS WHI CH BENEFI T LOW | NCOVE RESI DENTI AL RETAI L GAS
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CONSUMERS.

(D) ENHANCED METERI NG - - SUBJECT TO COWM SSI ON APPROVAL, THE
NATURAL GAS DI STRI BUTI ON COVPANY MAY REQUI RE THE | NSTALLATI ON,
AT THE RETAIL GAS CUSTOMER S EXPENSE, OF ENHANCED METERI NG
CAPABI LI TY SUFFI CI ENT TO MATCH THE NATURAL GAS DELI VERED BY THE
RETAI L GAS CUSTOVER S NATURAL GAS SUPPLI ER OR SUPPLI ERS W TH
CONSUMPTI ON BY THAT RETAIL GAS CUSTOVER | N EXERCISING I TS
DI SCRETI ON, THE COW SSI ON SHALL CONSI DER THE EFFECT ON LOW
I NCOVE RETAI L GAS CUSTQOMVERS.

§ 2206. CONSUMER PROTECTI ONS AND CUSTOMER SERVI CE.

(A) QUALITY.--A NATURAL GAS DI STRI BUTI ON COVPANY SHALL BE
RESPONSI BLE FOR CUSTOMER SERVI CE FUNCTI ONS CONSI STENT W TH THE
ORDERS AND REGULATI ONS OF THE COWM SSI ON, | NCLUDI NG, BUT NOT
LIMTED TO, METER READI NG, | NSTALLATI ON, TESTI NG AND MAI NTENANCE
AND EMERGENCY RESPONSE FOR ALL CUSTOMVERS, AND COVPLAI NT
RESCLUTI ON AND COLLECTI ONS RELATED TO THE SERVI CE PROVI DED BY
THE NATURAL GAS DI STRI BUTI ON COMPANY. CUSTOVER SERVI CE AND
CONSUMER PROTECTI ONS AND PCLI CI ES FOR RETAI L GAS CUSTOVERS
SHALL, AT A MN MUM BE MAI NTAINED AT THE SAVE LEVEL OF QUALITY
UNDER RETAI L COVPETI TI ON AS | N EXI STENCE ON THE EFFECTI VE DATE
OF TH S CHAPTER

(B) CHANGE OF SUPPLI ERS. -- THE COW SSI ON SHALL, BY ORDER OR
REGULATI ON, ESTABLI SH PROCEDURES TO ENSURE THAT A NATURAL GAS
DI STRI BUTI ON COVPANY DOES NOT CHANGE A RETAIL GAS CUSTOVER S
NATURAL GAS SUPPLI ER W THOUT DI RECT ORAL CONFI RVATI ON FROM THE
CUSTOVER OF RECORD OR WRI TTEN EVI DENCE OF THE CUSTOMER S CONSENT
TO A CHANGE OF SUPPLI ER.

(© CUSTOVER | NFORVMATI ON. - - THE COW SSI ON SHALL, BY ORDER OR
REGULATI ON, ESTABLI SH REQUI REMENTS THAT EACH NATURAL GAS
DI STRI BUTI ON COVPANY AND NATURAL GAS SUPPLI ER PROVI DE ADEQUATE,
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ACCURATE CUSTOMER | NFORVATI ON TO ENABLE RETAI L GAS CUSTOMERS TO
MAKE | NFORMED CHO CES REGARDI NG THE PURCHASE OF ALL NATURAL GAS
SERVI CES OFFERED BY THAT PROVI DER. | NFORMATI ON SHALL BE PROVI DED
TO RETAI L GAS CUSTOVERS | N AN UNDERSTANDABLE FORVAT THAT ENABLES
RETAI L GAS CUSTOVERS TO COWVPARE PRI CES AND SERVI CES ON A UNI FORM
BASI S.

(D) CONSUMER EDUCATI ON. - - PRI OR TO THE | MPLEMENTATI ON OF ANY
RESTRUCTURI NG PLAN UNDER SECTI ON 2204 ( RELATING TO
| MPLEMENTATI ON), EACH NATURAL GAS DI STRI BUTI ON COMPANY, | N
CONJUNCTI ON W TH THE COWM SSI ON AND CONSI STENT W TH THE
GUI DELI NES ESTABLI SHED BY THE COW SSI ON, SHALL | MPLEMENT A
CONSUMER EDUCATI ON PROGRAM TO | NFORM CUSTOMERS OF THE CHANGES I N
THE NATURAL GAS UTI LI TY | NDUSTRY. THE PROGRAM SHALL PROVI DE
RETAI L GAS CUSTOVERS W TH | NFORVATI ON NECESSARY TO HELP THEM
MAKE APPROPRI ATE CHO CES AS TO THEI R NATURAL GAS SERVI CE. THE
EDUCATI ON PROGRAM SHALL BE SUBJECT TO APPROVAL BY THE
COW SSI ON.  THE CONSUMER EDUCATI ON PROGRAM SHALL | NCLUDE GOALS,
OBJECTI VES AND AN ACTI ON PLAN THAT | S DESI GNED TO BE OBJECTI VE,
EASI LY UNDERSTOOD, UTILIZES A UNI FORM MEASUREMENT AS ESTABLI SHED
BY THE COW SSI ON FOR THE COST OF GAS, BE AVAI LABLE | N LANGUAGES
THAT THE COW SSI ON REQUI RES TO MEET THE NEEDS OF A SERVI CE
TERRI TORY AND BE SEPARATE AND DI STI NCT FROM MARKETI NG

(E) CONSUMER EDUCATI ON COST RECOVERY. - - THE CONSUMER
EDUCATI ON PROGRAM SHALL BE SUBJECT TO APPROVAL BY THE COWM SSI ON
AND SHALL BE FUNDED | N EACH NATURAL GAS DI STRI BUTI ON SERVI CE
TERRI TORY BY A NONBYPASSABLE, COWPETI Tl VELY NEUTRAL COST
RECOVERY MECHANI SM THAT FULLY RECOVERS THE REASONABLE COST OF
SUCH PROGRAM TO THE EXTENT THAT THE | NDUSTRI AL CUSTOMER CLASS
'S NOTI' CURRENTLY ASSI GNED SUCH COSTS ON THE EFFECTI VE DATE OF
TH' S CHAPTER, | T SHALL NOT BE ASS|I GNED SUCH COSTS I N THE FUTURE.
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(F) TENANTS RIGHTS.--NOTHI NG IN THI S CHAPTER SHALL BE
CONSTRUED TO RESTRI CT THE RI GHTS OF TENANTS PURSUANT TO
SUBCHAPTER B OF CHAPTER 15 ( RELATI NG TO DI SCONTI NUANCE OF
SERVI CE TO LEASED PREM SES) .

§ 2207. OBLI GATI ON TO SERVE.

(A) SUPPLI ER OF LAST RESCRT. - -

(1) AFTER THE EFFECTI VE DATE OF TH S CHAPTER, THE

NATURAL GAS DI STRI BUTI ON COVPANY SHALL SERVE AS THE SUPPLI ER

OF LAST RESORT FOR RESI DENTI AL, SMVALL COMMVERCI AL, SNALL

| NDUSTRI AL AND ESSENTI AL HUVAN NEEDS CUSTOVERS AND ANY OTHER

CUSTOVER CLASSES DETERM NED BY THE COWM SSI ON | N THE NATURAL

GAS DI STRI BUTI ON COVPANY' S RESTRUCTURI NG PROCEEDI NG UNTI L

SUCH TI ME AS THE COW SSI ON, PURSUANT TO THI S SECTI ON,

APPROVES AN ALTERNATI VE SUPPLI ER OR SUPPLI ERS TO PROVI DE SUCH

SERVI CES TO ANY OR ALL OF THE NATURAL GAS DI STRI BUTI ON

COVPANY' S CUSTOMVERS.

(2) FOR PURPCSES OF THI' S SECTI ON, A SUPPLI ER COF LAST

RESORT | S A NATURAL GAS DI STRI BUTI ON COVPANY OR NATURAL GAS

SUPPLI ER VWHI CH | S DESI GNATED BY THE COW SSI ON TO PROVI DE

NATURAL GAS SUPPLY SERVI CE W TH RESPECT TO ONE OR MORE OF THE

FOLLOW NG SERVI CES:

(1) NATURAL GAS SUPPLY SERVI CES TO THOSE CUSTOMERS
WHO HAVE NOT CHOSEN AN ALTERNATI VE NATURAL GAS SUPPLI ER
OR WHO CHOOSE TO BE SERVED BY THEI R SUPPLI ER OF LAST
RESCRT;

(1'l')  NATURAL GAS SUPPLY SERVI CES TO THOSE CUSTQOVERS
WHO ARE REFUSED SUPPLY SERVI CE FROM A NATURAL GAS
SUPPLI ER; OR

(I'11)  NATURAL GAS SUPPLY SERVI CES TO THOSE CUSTOVERS
WHOSE NATURAL GAS SUPPLI ER HAS FAI LED TO DELI VER | TS

19990H1331B2112 - 89 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

REQUI REMENTS.
NO CUSTOMER SHALL HAVE MORE THAN ONE SUPPLIER OF LAST RESORT
DES| GNATED FOR ANY OF THE SERVI CES SET FORTH IN THI'S
PARAGRAPH,

(B) CONSUMER PROTECTI ON. - - SERVI CE BY THE SUPPLI ER OF LAST

RESORT SHALL BE SUBJECT TO ALL CONSUMER PROTECTI ON STANDARDS,

| NCLUDI NG THOSE CONTAI NED | N 52 PA. CODE CH. 56 (RELATING TO

STANDARDS AND BI LLI NG PRACTI CES FOR RESI DENTI AL UTI LI TY SERVI CE)

AND TO ALL UNI VERSAL SERVI CE OBLI GATI ONS.

(C) NATURAL GAS DI STRI BUTI ON COVPANY. - - THE NATURAL GAS

DI STRI BUTI ON COVPANY SHALL DELI VER NATURAL GAS TO THE EXTENT

THAT | T |'S PROVI DED BY ALL NATURAL GAS SUPPLI ERS, OR SUPPLI ERS

OF LAST RESORT, AS THE CASE MAY BE, | N ACCORDANCE W TH THE

NATURAL GAS DI STRI BUTI ON COVPANY' S TARI FF.

(D) STANDARDS OF SERVI CE. - - CONS| STENT W TH THE STANDARDS SET

FORTH | N SECTI ON 1501 ( RELATI NG TO CHARACTER OF SERVI CE AND

FACI LI TIES) AND APPLI CABLE ORDERS OF THE COWM SSI ON, A SUPPLI ER

OF LAST RESORT UNDER SUBSECTI ON (A)(2)(111) SHALL PROVI DE

SUFFI Cl ENT SUPPLIES AS TO QUANTI TY, QUALITY, PRESSURE AND

LOCATI ON TO MEET THE OPERATI ONAL RELI ABI LI TY REQUI REVMENTS OF THE

NATURAL GAS DI STRI BUTI ON COVPANY' S SYSTEM | NCLUDI NG, BUT NOT

LIM TED TO, A FAILURE OF ONE OR MORE NATURAL GAS SUPPLI ERS TO

(1) SUPPLY NATURAL GAS TO THEI R RETAIL GAS CUSTOMVERS | N
CONFORMANCE W TH THEI R CONTRACTUAL OBLI GATI ONS TO SUCH
CUSTOMVERS; OR

(2) SATI SFY APPLI CABLE RELI ABI LI TY STANDARDS AND
OBLI GATI ONS.

(E) DI SCONTI NUATI ON OF SERVI CE. - - THE NATURAL GAS
DI STRI BUTI ON COVPANY SHALL CONTI NUE PROVI DI NG SERVI CES AS THE
SUPPLI ER OF LAST RESORT TO ALL OF | TS CUSTOMERS FOR ALL OF THE
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NATURAL GAS SUPPLY SERVI CES DESCRI BED | N SUBSECTI ON (A) (2),
UNLESS, AT ITS DI SCRETION, | T REQUESTS AND RECEI VES COVM SSI ON
APPROVAL TO DI SCONTI NUE PROVI DI NG ONE OR MORE SUCH SUPPLI ER OF
LAST RESORT OBLI GATI ON. I N APPROVI NG SUCH A PETI TI ON, THE

COW SSI ON SHALL ALSO APPROVE ANOTHER PARTY AS THE ALTERNATI VE
SUPPLI ER OF LAST RESORT FOR EACH CUSTOVER OR CUSTOVER GROUP FOR
VWH CH THE NATURAL GAS DI STRI BUTI ON COVPANY NO LONGER PROVI DES
SUCH NATURAL GAS SUPPLY SERVI CES.
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(F) REGULATIONS. - - THE COW SSI ON SHALL PROMULGATE

=Y
o

REGULATI ONS SETTI NG FORTH THE STANDARDS FOR APPROVI NG AN

=
=

ALTERNATI VE SUPPLI ER OF LAST RESORT CONS|I STENT W TH THE

=
N

PROVI SIONS OF THI'S TI TLE, | NCLUDI NG A MECHANI SM TO ENSURE THAT

=
w

THE RATES CHARGED BY ANY ALTERNATE SUPPLI ER OF LAST RESORT ARE

H
o

JUST AND REASONABLE.

=Y
(63}

(G ORGANI ZED LABCR. - - DURI NG THE FI VE- YEAR PERI OD FOLLOW NG

=Y
(e}

THE EFFECTI VE DATE OF TH S CHAPTER, APPROVAL OF AN ALTERNATI VE

=
\l

SUPPLI ER OF LAST RESORT PURSUANT TO SUBSECTI ON (E) SHALL NOT BE

=Y
oo

GRANTED UNLESS THE ENTI TY DESI GNATED BY THE COVMM SSI ON TO

=
O

SUCCEED THE NATURAL GAS DI STRI BUTI ON COVPANY | N THE PROVI SI ON

N
o

OF SERVI CE TO THESE CUSTOVERS AGREES TO RECOGNI ZE RELEVANT UNI ON

N
=

AND CCLLECTI VE BARGAI NI NG AGREEMENTS OF THE NATURAL GAS

N
N

DI STRI BUTI ON COVPANY THEN | N PLACE.

N
w

(H PETITION TO BECOVE SUPPLI ER OF LAST RESORT. - - AFTER THE

N
~

FI VE- YEAR PERI OD FOLLOW NG THE EFFECTI VE DATE OF TH S CHAPTER,

N
(63}

ANY PARTY MAY PETI TI ON THE COW SSI ON TO BECOME THE SUPPLI ER OF

N
(e}

LAST RESORT TO SOME OR ALL CUSTOMERS EXCEPT FOR THOSE CUSTQOVERS

N
~

| DENTI FI ED | N SUBSECTI ON (A) (2) (1) .

N
oo

(1) NOTI CE REQUI RED PRI CR TO MARKET EXIT. - -

N
(o]

(1) A NATURAL GAS SUPPLI ER MAY NOT EXIT THE MARKET
30 W THOUT PROVI DI NG NOTI CE AS DETERM NED BY THE COWM SSI ON | N
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THE RESTRUCTURI NG PROCEEDI NG OF THE NATURAL GAS DI STRI BUTI ON
COWPANY TO I TS CUSTOMERS, THE SUPPLI ER OF LAST RESCRT AND THE
NATURAL GAS DI STRI BUTI ON COVPANY.

(2) |IF FIRM GAS SUPPLY CONTRACTS W TH PENNSYLVANI A
NATURAL GAS PRCODUCERS OR STORAGE OR TRANSPORTATI ON CAPACI TY
CONTRACTS USED BY THE NATURAL GAS SUPPLI ER TO SERVE SUCH
RETAI L GAS CUSTOVERS WERE ElI THER ASSI GNED OR RELEASED TO THE
NATURAL GAS SUPPLI ER OR CONSTI TUTE CAPACI TY WH CH WAS
ACQUI RED BY THE NATURAL GAS SUPPLI ER AS THE RESULT OF
NONRENEWAL OF A STORAGE OR TRANSPORTATI ON CAPACI TY CONTRACT
PREVI QUSLY HELD BY THE NATURAL GAS DI STRI BUTI ON COVPANY, THE
NATURAL GAS SUPPLI ER SHALL OFFER THE SUPPLI ER OF LAST RESORT
OR SUCCESSOR NATURAL GAS SUPPLI ER A RI GHT OF FI RST REFUSAL TO
UTI LI ZE SUCH PENNSYLVANI A SUPPLY CONTRACTS OR STORAGE OR
TRANSPORTATI ON CAPACI TY CONTRACTS AT | TS CONTRACT COST AS
LONG AS NEEDED TO SERVE THOSE CUSTOVERS.

(3) | F THE STORAGE OR TRANSPORTATI ON CAPACI TY CONTRACTS
HELD BY THE NATURAL GAS SUPPLI ER WERE ACQUI RED | N ANOTHER
MANNER, AND THERE WAS NOT SUFFI CI ENT NOTI CE G VEN TO THE
SUPPLI ER OF LAST RESORT AND THE NATURAL GAS DI STRI BUTI ON
COWPANY, OR IF THERE IS NOT ALTERNATI VE STORAGE OR
TRANSPORTATI ON CAPACI TY AVAI LABLE VWHI CH | S OPERATI ONALLY
SUFFI CI ENT TO SERVE THE MARKET THE NATURAL GAS SUPPLI ER WAS
SERVI NG THEN THE SUPPLI ER OF LAST RESORT SHALL BE PROVI DED
WTH A RIGHT TO USE SUCH STORAGE OR TRANSPORTATI ON CAPACI TY
AS DESI GNATED BY THE NATURAL GAS SUPPLI ER, AT THE CONTRACT
COST, UNTIL THE SUPPLI ER OF LAST RESORT IS ABLE TO ACQUI RE
REPLACEMENT CAPACI TY SUFFI CI ENT TO SERVE | TS CUSTOMERS USI NG
REASONABLE AND DI LI GENT EFFORTS TO DO SO

(4) | F A D SPUTE ARI SES UNDER THI S SUBSECTI ON, THE
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AGGRI EVED PARTY MAY FILE A COVPLAINT WTH THE COW SSI ON FOR

RESCLUTI ON W THI N 45 DAYS.

(J) DUTY I NVOLVI NG LOST CUSTOMVERS. - - TO THE EXTENT THAT A
NATURAL GAS SUPPLI ER LOSES RETAI L GAS CUSTOMERS SUCH THAT | TS
CAPACI TY REQUI REMENTS TO A NATURAL GAS DI STRI BUTI ON COVPANY ARE
REDUCED BELOW THE LEVEL ESTABLI SHED BY THE COMM SSI ON FOR SUCH
PURPOSE | N THE NATURAL GAS DI STRI BUTI ON COVPANY' S RESTRUCTURI NG
PROCEEDI NG, THE NATURAL GAS SUPPLI ER SHALL HAVE THE SAME
OBLI GATI ONS SET FORTH I N SUBSECTI ON (1).

(K) RATE AFTER SERVI CE DI SCONTI NUED. - -1 N THE EVENT THE
NATURAL GAS SUPPLI ER DI SCONTI NUES SERVI CE OR DEFAULTS BEFORE | TS
CONTRACT W TH THE CUSTOVER EXPI RES, THE RETAI L GAS CUSTOVER
SHALL BE SERVED BY THE SUPPLI ER OF LAST RESORT AT THE
COW SSI ON- APPROVED SUPPLI ER OF LAST RESORT RATE COMVENCI NG W TH
THE NEXT BI LLI NG CYCLE. HOWEVER, THE RETAIL GAS CUSTOMER SHALL
CONTI NUE TO BE CHARGED THE RATE THE CUSTOVER NEGOTI ATED W TH THE
DI SCONTI NUI NG OR DEFAULTI NG NATURAL GAS SUPPLI ER FOR THE
REVAI NDER OF THE BI LLI NG CYCLE. ANY DI FFERENCE BETWEEN THE COST
I NCURRED BY THE SUPPLI ER OF LAST RESORT AND THE AMOUNT PAYABLE
BY THE RETAIL GAS CUSTOMER SHALL BE RECOVERED FROM THE NATURAL
GAS SUPPLI ER OR FROM THE BOND OR OTHER SECURI TY PROVI DED BY THE
NATURAL GAS SUPPLI ER W THOUT RECOURSE TO ANY RETAI L GAS CUSTOVER
NOT OTHERW SE CONTRACTUALLY COWM TTED FOR THE DI FFERENCE.

§ 2208. REQUI REMENTS FOR NATURAL GAS SUPPLI ERS.

(A) LICENSE REQUI REMENTS. - - NO ENTI TY SHALL ENGAGE I N THE
BUSI NESS OF A NATURAL GAS SUPPLI ER UNLESS | T HOLDS A LI CENSE
| SSUED BY THE COWM SSI ON. TO THE EXTENT THAT A NATURAL GAS
DI STRI BUTI ON COVPANY PROVI DES NATURAL GAS SUPPLY SERVI CE QUTSI DE
OF I TS CHARTERED OR CERTI FI CATED TERRI TORY, | T ALSO MJST HOLD A
LI CENSE. A LI CENSE SHALL NOT BE REQUI RED FOR CUSTOVERS WHO MAKE
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DE MNIM S | NCl DENTAL SALES OR RESALES TO THEMSELVES, AN
AFFI LI ATE OR TO OTHER NONRESI DENTI AL RETAI L GAS CUSTOVERS.

(B) LI CENSE APPLI CATI ON AND | SSUANCE. - - AN APPLI CATI ON FOR A
NATURAL GAS SUPPLI ER LI CENSE SHALL BE MADE TO THE COMM SSION I N

1

2

3

4

5 WRITING BE VERI FIED BY OATH OR AFFI RVATI ON AND BE I N SUCH FORM
6 AND CONTAIN SUCH | NFORVATI ON AS THE COW SSI ON MAY, BY RULE OR
7 ORDER, REQUI RE. A LICENSE SHALL BE | SSUED TO ANY APPLI CANT,

8 AUTHORI ZI NG THE WHOLE OR ANY PART OF THE SERVI CE COVERED BY THE
9 APPLICATION, IF IT IS FOUND THAT THE APPLI CANT IS FIT, WLLING
10 AND ABLE TO PERFORM PROPERLY THE SERVI CE PROPOSED AND TO CONFORM

11 TO THE APPLI CABLE PROVI SIONS OF THI S TI TLE AND THE ORDERS AND

12 REGULATI ONS OF THE COWM SSI ON, | NCLUDI NG THOSE CONCERNI NG

13 STANDARDS AND BI LLI NG PRACTI CES, AND THAT THE PROPOSED SERVI CE,
14 TO THE EXTENT AUTHORI ZED BY THE LI CENSE, W LL BE CONSI STENT W TH

15 THE PUBLI C | NTEREST. OTHERW SE, SUCH APPLI CATI ON SHALL BE

16 DEN ED.

17 (© FINANCI AL FI TNESS. - -

18 (1) I N ORDER TO ENSURE THE SAFETY AND RELI ABI LI TY OF THE
19 NATURAL GAS SUPPLY SERVICE IN THI S COMMONVEALTH, NO NATURAL
20 GAS SUPPLI ER LI CENSE SHALL BE | SSUED OR REMAI N I N FORCE

21 UNLESS THE APPLI CANT OR HOLDER, AS THE CASE MAY BE, COWPLI ES
22 WTH ALL OF THE FOLLOW NG

23 (1) FURNI SHES A BOND OR OTHER SECURI TY I N A FORM AND
24 AMOUNT TO ENSURE THE FI NANCI AL RESPONSI BI LI TY OF THE

25 NATURAL GAS SUPPLI ER. THE CRI TERI A EACH NATURAL GAS

26 DI STRI BUTI ON COVPANY SHALL USE TO DETERM NE THE AMOUNT

27 AND FORM OF SUCH BOND OR OTHER SECURI TY SHALL BE SET

28 FORTH I N THE NATURAL GAS DI STRI BUTI ON COVPANY' S

29 RESTRUCTURI NG FI LI NG | N APPROVI NG THE CRI TERI A,

30 COW SSI ON CONSI DERATI ONS SHALL | NCLUDE, BUT NOT BE
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LIMTED TGO, THE FI NANCI AL | MPACT ON THE NATURAL GAS

DI STRI BUTI ON COVPANY OR AN ALTERNATI VE SUPPLI ER OF LAST
RESORT OF A DEFAULT OR SUBSEQUENT BANKRUPTCY OF A NATURAL
GAS SUPPLI ER. THE COWMM SSI ON SHALL PERI CDI CALLY REVI EW
THE CRI TERI A UPON PETI TI ON BY ANY PARTY. THE AMOUNT AND
FORM OF THE BOND OR OTHER SECURI TY MAY BE MUTUALLY AGREED
TO BETWEEN THE NATURAL GAS DI STRI BUTI ON COVPANY OR THE
ALTERNATE SUPPLI ER OF LAST RESORT AND THE NATURAL GAS
SUPPLI ER OR FAI LI NG THAT SHALL BE DETERM NED BY CRI TERI A
APPROVED BY THE COWM SSI ON.

(1) PROVIDES THE COW SSI ON W TH THE ADDRESS OF THE
PARTI Cl PANT' S PRI NCI PAL OFFI CE IN TH S COMVONVEALTH OR
THE ADDRESS OF THE PARTI Cl PANT' S REA STERED AGENT IN TH' S
COMVONVEALTH, THE LATTER BEI NG THE ADDRESS AT VWH CH THE
PARTI CI PANT MAY BE SERVED PROCESS.

(2) FAILURE OF A NATURAL GAS SUPPLI ER TO COWPLY W TH ANY

PROVI SION OF TH S CHAPTER OR THE RULES, REGULATI ONS, ORDERS

OR DI RECTI VES OF THE DEPARTMENT OF REVENUE OR OF THE

COW SSI ON, | NCLUDI NG BUT NOT LIMTED TO ENGAG NG I N

ANTI COVPETI Tl VE BEHAVI OR, SHALL BE CAUSE FOR THE COWM SSI ON

TO REVOKE THE LI CENSE OF THE NATURAL GAS SUPPLI ER

(D) TRANSFERABI LI TY OF LI CENSES. - - NO LI CENSE | SSUED UNDER
TH S CHAPTER MAY BE TRANSFERRED W THOUT PRI OR COWM SS| ON
APPROVAL.

(E) FORM OF REGULATI ON CF NATURAL GAS SUPPLI ERS. - - EXCEPT
WHERE A NATURAL GAS SUPPLI ER SERVES AS A SUPPLI ER OF LAST
RESCORT, THE COWM SSI ON MAY FORBEAR FROM EXTENDI NG | TS REGULATI ON
OF NATURAL GAS SUPPLI ERS BEYOND LI CENSI NG BONDI NG, RELI ABI LI TY
AND CONSUMER SERVI CES AND PROTECTI ONS, | NCLUDI NG ALL APPLI CABLE
PORTI ONS OF 52 PA. CODE CH. 56 (RELATI NG TO STANDARDS AND
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Bl LLI NG PRACTI CES FOR RESI DENTI AL UTILITY SERVI CE). SUBJECT TO
THE PROVI SI ONS OF SECTI ON 2207 ( RELATI NG TO OBLI GATI ON TO
SERVE), NOTHI NG IN THI' S SECTI ON SHALL PRECLUDE A NATURAL GAS
SUPPLI ER, UPON APPROPRI ATE AND REASONABLE NOTI CE TO THE RETAI L
GAS CUSTOMER, SUPPLI ER OF LAST RESORT, AND THE NATURAL GAS

DI STRI BUTI ON COVPANY, FROM CANCELI NG I TS CONTRACT W TH ANY
CUSTOMER FOR LEGAL CAUSE, SUBJECT TO THE CUSTOMER S RI GHT TO
HAVE CONTI NUED SERVI CE FROM THE SUPPLI ER OF LAST RESCRT.

© o0 N oo o A~ wWw N P

(F) AVAILABILITY OF THE SERVI CE OF NATURAL GAS SUPPLI ERS. - -

=Y
o

PRI OR TO LI CENSI NG ANY NATURAL GAS SUPPLI ER, THE COW SSI ON

=
=

SHALL SET FORTH STANDARDS TO ENSURE THAT ALL CUSTOMVER CLASSES

=
N

MAY CHOOSE TO PURCHASE NATURAL GAS FROM A NATURAL GAS SUPPLI ER.

=
w

THE COW SSI ON SHALL ALSO ENSURE THAT NATURAL GAS SUPPLI ERS

H
o

COWPLY W TH APPLI CABLE PROVI SI ONS OF 52 PA. CODE CH. 56.

=Y
(63}

(G OPEN AND NONDI SCRI M NATORY ACCESS. --I N ADDI TION TO

=Y
(e}

MEETI NG THE LI CENSE REQUI REMENTS APPLI CABLE TO APPLI CANTS UNDER

=
\l

SUBSECTI ON (B), A MJUNI Cl PAL CORPORATI ON SHALL, BEFORE IT IS

=Y
oo

PERM TTED TO PROVI DE NATURAL GAS SUPPLY SERVI CES AS A NATURAL

=
O

GAS SUPPLI ER, DEMONSTRATE, AND THE COWM SSI ON SHALL DETERM NE,

N
o

THAT BY THE DATE OF THE | SSUANCE OF THE LI CENSE, | T WLL PROVI DE

N
=

OTHER NATURAL GAS SUPPLI ERS OPEN AND NONDI SCRI M NATORY ACCESS TO

N
N

I TS GAS DI STRI BUTI ON SYSTEM UNDER STANDARDS THAT ARE COVPARABLE

N
w

TO THI S TI TLE, TAKI NG | NTO CONSI DERATI ON THE PARTI CULAR
Cl RCUMSTANCES CF THE MUNI Cl PAL CORPORATI ON' S OMNERSHI P AND/ OR

NN
(S B N

OPERATI ON OF THE GAS DI STRI BUTI ON SYSTEM

N
(e}

§ 2209. MARKET POWER REMEDI ATI ON.

N
~

(A) | NTERI M STANDARDS OF CONDUCT. --W THI N 120 DAYS OF THE

N
oo

EFFECTI VE DATE OF TH S CHAPTER, THE COW SSI ON SHALL PROVI DE BY

N
(o]

ORDER BI NDI NG, | NTERI M GUI DELI NES FOR STANDARDS COF CONDUCT
30 GOVERNI NG THE ACTI VI TIES OF AND RELATI ONSH PS BETWEEN NATURAL
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GAS DI STRI BUTI ON COVPANI ES AND THEI R AFFI LI ATED NATURAL GAS
SUPPLI ERS AND OTHER NATURAL GAS SUPPLI ERS AND MONI TOR AND
ENFORCE COMPLI ANCE W TH THOSE STANDARDS.

(B) PERVANENT STANDARDS OF CONDUCT. - - THE COWM SSI ON SHALL
THEREUPON PROMULGATE REGULATI ONS SETTI NG FORTH PERVMANENT
STANDARDS OF CONDUCT GOVERNI NG THE ACTI VI TI ES OF AND
RELATI ONSHI PS BETWEEN NATURAL GAS DI STRI BUTI ON COVPANI ES AND
THEI R AFFI LI ATED NATURAL GAS SUPPLI ERS AND OTHER NATURAL GAS
SUPPLI ERS AND MONI TOR AND ENFORCE COWVPLI ANCE W TH THESE
STANDARDS. THE COW SSI ON SHALL NEI THER FAVOR NOR DI SFAVOR
CONDUCT OR OPERATI ONS BY AND BETWEEN A NATURAL GAS DI STRI BUTI ON
COVPANY AND AN AFFI LI ATED NATURAL GAS SUPPLI ER OR A
NONAFFI LI ATED NATURAL GAS SUPPLI ER

(C©) CONTENTS OF STANDARDS. - - STANDARDS OF CONDUCT SHALL
PROVI DE FOR:

(1) NO DI SCRI M NATI ON AGAI NST OR PREFERENTI AL TREATMENT
OF ANY NATURAL GAS SUPPLI ER, | NCLUDI NG AN AFFI LI ATED NATURAL
GAS SUPPLI ER.

(2) NO DI SCLOSURE OR PREFERENTI AL SHARI NG CF ANY
CONFI DENTI AL | NFORMATI ON TO OR W TH ANY | NDI VI DUAL NATURAL
GAS SUPPLI ER.

(3) ADEQUATE RULES PROH BI TI NG CROSS- SUBSI DI ZATI ON OF AN
AFFI LI ATED NATURAL GAS SUPPLI ER BY A NATURAL GAS DI STRI BUTI ON
COVPANY.

(4) MAI NTENANCE OF SEPARATE BOOKS AND RECORDS BY THE
NATURAL GAS DI STRI BUTI ON COVPANY AND | TS AFFI LI ATED NATURAL
GAS SUPPLI ER.

(5) SUFFI CI ENT PHYSI CAL AND OPERATI ONAL SEPARATI ON, BUT
NOT | NCLUDI NG LEGAL DI VESTI TURE, TO ACCOVPLI SH PARAGRAPHS
(1), (2), (3) AND (4).
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(6) AN | NFORVAL DI SPUTE RESCLUTI ON PROCEDURE.
(7) A SYSTEM OF PENALTI ES FOR NONCOWPLI ANCE W TH THE

FI NAL SET OF STANDARDS OF CONDUCT CONSI STENT W TH EXI STI NG

COW SSI ON REGULATI ONS.

(D) LIMTATION. --THE STANDARDS SHALL NOT PROH BI T THE
NATURAL GAS DI STRI BUTI ON COVPANY AND | TS AFFI LI ATED NATURAL GAS
SUPPLI ER FROM USI NG OR SHARI NG SI M LAR CORPORATE NANMES,
TRADEMARKS, TRADE DRESS OR SERVI CE MARKS.

(E) I NITIATI ON OF | NVESTI GATI ONS. - - UPON COVPLAI NT OR UPCN
I TS OAN MOTI ON, FOR GOOD CAUSE SHOWN, THE COWM SSI ON SHALL
CONDUCT AN | NVESTI GATI ON OF THE | MPACT ON THE PROPER FUNCTI ONI NG
OF A FULLY COWPETI Tl VE RETAI L NATURAL GAS MARKET, OF MERGERS,
CONSCLI DATI ONS, ACQUI SI TI ON OR DI SPCSI TI ON OF ASSETS OR
SECURI TI ES OF NATURAL GAS SUPPLI ERS AND ANTI COWPETI TI VE OR
DI SCRI M NATORY CONDUCT AFFECTI NG THE RETAI L DI STRI BUTI ON OF
NATURAL GAS.

(F) CONDUCT OF | NVESTI GATI ONS. - -

(1) THE COW SSI ON MAY REQUI RE A NATURAL GAS SUPPLI ER TO

PROVI DE | NFORVATI ON, | NCLUDI NG DOCUMENTS AND TESTI MONY, | N

ACCORDANCE W TH THE COW SSI ON' S REGULATI ONS REGARDI NG THE

DI SCOVERY OF | NFORVATI ON.

(2) MATERI AL VWH CH THE COWM SSI ON DETERM NES TO BE

CONFI DENTI AL, PROPRI ETARY OR TRADE SECRET | NFORVATI ON

PROVI DED UNDER THI S SUBSECTI ON SHALL NOT BE DI SCLOSED TO ANY

PERSON NOT DI RECTLY EMPLOYED OR RETAI NED BY THE COWM SSI ON TO

CONDUCT THE | NVESTI GATI ON W THOUT THE CONSENT OF THE PARTY

PROVI DI NG THE | NFORMATI ON.

(3) NOTW THSTANDI NG THE PRCHI BI TI ON ON DI SCLOSURE OF
| NFORVATI ON | N PARAGRAPH (2), THE COWM SSI ON SHALL DI SCLOSE
I NFORVATI ON OBTAI NED UNDER THI' S SUBSECTI ON TO THE OFFI CE OF
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CONSUMER ADVOCATE AND THE OFFI CE OF SMALL BUSI NESS ADVOCATE
UNDER AN APPROPRI ATE CONFI DENTI ALI TY AGREEMENT. THE

COW SSI ON MAY DI SCLOSE THE | NFORMVATI ON TO APPROPRI ATE
FEDERAL OR STATE LAW ENFORCEMENT OFFI CI ALS |F I'T DETERM NES
THAT THE DI SCLOSURE OF THE | NFORMATI ON | S NECESSARY TO
PREVENT OR RESTRAIN A VI OLATI ON OF FEDERAL OR STATE LAW AND
I T PROVI DES THE PARTY THAT PROVI DED THE | NFORVATI ON W TH
REASONABLE NOTI CE AND OPPORTUNI TY TO PREVENT OR LIM T

DI SCLOSURE.

(G REFERRALS AND | NVESTI GATION.--1F, AS A RESULT OF THE

I NVESTI GATI ON CONDUCTED UNDER THI' S SECTI ON, THE COMM SSI ON HAS
REASON TO BELI EVE THAT ANTI COVPETI TI VE OR DI SCRI M NATORY
CONDUCT, | NCLUDI NG THE UNLAWFUL EXERCI SE OF MARKET POVER, IS
PREVENTI NG THE RETAI L GAS CUSTOVERS FROM OBTAI NI NG THE BENEFI TS
OF A PROPERLY FUNCTI ONI NG AND EFFECTI VELY COWPETI Tl VE RETAI L
NATURAL GAS MARKET, THE COWMM SSI ON, PURSUANT TO I TS REGULATI ONS,
SHALL:

(1) REFER I TS FINDINGS TO THE ATTORNEY GENERAL, THE
UNI TED STATES DEPARTMENT OF JUSTI CE, THE SECURI TI ES AND
EXCHANGE COWM SSI ON OR THE FEDERAL ENERGY REGULATORY
COWM SSI ON.

(2) SUBJECT TO SUBSECTI ON (C)(3), DI SCLOSE ANY
| NFORMATI ON | T HAS OBTAI NED | N THE COURSE OF I TS
| NVESTI GATI ON TO THE AGENCY OR AGENCI ES TO WHI CH | T HAD MADE
A REFERRAL UNDER PARAGRAPH (1).

(3) | NTERVENE, AS PROVI DED AND PERM TTED BY LAW OR
REGULATI ON, | N ANY PROCEEDI NGS | NI TI ATED AS A RESULT OF A
REFERRAL MADE UNDER PARAGRAPH (1) .

(H  MARKETI NG STANDARDS. - - AS PART OF EACH NATURAL GAS

30 DI STRI BUTI ON COVWPANY' S RESTRUCTURI NG PROCEEDI NG THE COWM SSI ON
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MAY, IN ITS DI SCRETI ON, DEVELOP AND APPLY DI FFERENT STANDARDS OF
CONDUCT TO THE NATURAL GAS DI STRI BUTI ON COMPANY' S MARKETI NG
ACTI VI TI ES RELATED TO NATURAL GAS SUPPLY SERVI CES. NO SUCH
STANDARDS SHALL APPLY TO THE NATURAL GAS DI STRI BUTI ON COVPANY' S
MARKETI NG DI VI SI ON OR OPERATI ONS UNTI L THE COWM SSI ON | SSUES AN
ORDER | N THE CONTEXT OF THAT NATURAL GAS DI STRI BUTI ON COVPANY' S
RESTRUCTURI NG PROCEEDI NG

(1) DEFIN TION. --SUBJECT TO THE CONDI TI ONS SET FORTH I N
SUBSECTI ON (H), FOR THE PURPCSES CF THI S SECTI ON, THE TERM
"AFFI LI ATED NATURAL GAS SUPPLI ER' | NCLUDES MARKETI NG ACTI VI TI ES
RELATED TO NATURAL GAS SUPPLY SERVI CES BY THE MARKETI NG DI VI SI ON
OR THE MARKETI NG OPERATI ON OF A NATURAL GAS DI STRI BUTI ON
COVPANY.
§ 2210. APPROVAL OF PROPCSED MERGERS, CONSCLI DATI ONS,

ACQUI SI TI ONS OR DI SPOSI TI ONS.

(A) CENERAL RULE.--1N THE EXERCI SE OF AUTHORI TY THE
COW SSI ON OTHERW SE MAY HAVE TO APPROVE MERGERS OR
CONSCLI DATI ONS | NVOLVI NG NATURAL GAS DI STRI BUTI ON COVPANI ES OR
NATURAL GAS SUPPLI ERS OR THE ACQUI SI TI ON OR DI SPCsI TI ON OF
ASSETS OR SECURI TI ES OF NATURAL GAS DI STRI BUTI ON COVPANI ES OR
NATURAL GAS SUPPLI ERS, THE COW SSI ON SHALL CONSI DER:

(1) WHETHER THE PROPCOSED MERGER, CONSOLI DATI ON,

ACQUI SITION OR DI SPCSI TION |'S LI KELY TO RESULT | N

ANTI COVPETI TI VE OR DI SCRI M NATORY CONDUCT, | NCLUDI NG THE

UNLAWFUL EXERCI SE OF MARKET POVNER, WHI CH W LL PREVENT RETAI L

GAS CUSTOMERS FROM OBTAI NI NG THE BENEFI TS OF A PROPERLY

FUNCTI ONI NG AND EFFECTI VELY COWPETI Tl VE RETAI L NATURAL GAS

MARKET.

(2) THE EFFECT OF THE PROPOCSED MERGER, CONSOLI DATI ON,
ACQUI SI' TION OR DI SPCSI TI ON ON THE EMPLOYEES OF THE NATURAL
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GAS DI STRI BUTI ON COVPANY AND ON ANY AUTHORI ZED COLLECTI VE

BARGAI Nl NG AGENT REPRESENTI NG THOSE EMPLOYEES.

(B) PROCEDURE. - - UPON REQUEST FOR ANY APPROVAL | DENTI FI ED I N
SUBSECTI ON (A), THE COMM SSI ON SHALL PROVI DE NOTI CE AND AN
OPPORTUNI TY FOR OPEN, PUBLI C EVI DENTI ARY HEARI NGS. | F THE
COWM SSI ON FI NDS, AFTER HEARI NG, THAT A PROPOSED MERGER
CONSOLI DATI ON, ACQUI SI TI ON OR DI SPOSI TION |'S LI KELY TO RESULT I N
ANTI COVPETI TI VE OR DI SCRI M NATORY CONDUCT, | NCLUDI NG THE
UNLAWFUL EXERCI SE OF MARKET POWER, WWHI CH WLL PREVENT RETAIL GAS
CUSTOVERS FROM OBTAI NI NG BENEFI TS OF A PROPERLY FUNCTI ONI NG AND
EFFECTI VELY COVPETI TI VE RETAI L NATURAL GAS MARKET, THE
COWM SSI ON SHALL NOT APPROVE SUCH PROPOSED MERGER,

CONSOLI DATI ON, ACQUI SI TI ON OR DI SPCSI TI ON, EXCEPT UPON SUCH
TERVS AND CONDI TIONS AS | T FI NDS NECESSARY TO PRESERVE THE
BENEFI TS OF A PROPERLY FUNCTI ONI NG AND EFFECTI VELY COMPETI Tl VE
RETAI L NATURAL GAS MARKET.

(C) PRESERVATI ON OF RI GHTS.--NOTHI NG I N THI S SECTI ON SHALL
RESTRI CT THE RI GHT OF ANY PARTY TO PURSUE ANY OTHER REMEDY
AVAI LABLE TO I T.

§ 2211. RATE CAPS.

(A) GENERAL RULE. - - EXCEPT AS PROVI DED UNDER SUBSECTI ONS (D),
(E), (F) AND (G AND SECTI ON 2212 (RELATING TO CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ONS), FOR A PERI OD FROM THE EFFECTI VE DATE
OF TH'S CHAPTER UNTIL JANUARY 1, 2001, THE TOTAL NON-GAS COST
CHARGES OF A NATURAL GAS DI STRI BUTI ON COMPANY FOR SERVI CE TO ANY
RETAI L GAS CUSTOVER SHALL NOT EXCEED THE MAXI MUM NON- GAS COST
CHARGES THAT ARE CONTAI NED | N THE NATURAL GAS DI STRI BUTI ON
COWPANY' S TARI FF AS OF THE EFFECTI VE DATE OF THI S CHAPTER

(B) RECOVERY OF DEFERRED COSTS. - -

(1) 1N A RESTRUCTURI NG PROCEEDI NG, THE NATURAL GAS
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DI STRI BUTI ON COVPANY MAY | DENTI FY CATEGORI ES OF COSTS

RESULTI NG FROM THI S CHAPTER.

(2) THE NATURAL GAS DI STRI BUTI ON COVPANY MAY SEEK

PERM SSI ON I N | TS RESTRUCTURI NG PROCEEDI NG TO CAPI TALI ZE AND

TO AMORTI ZE SUCH COSTS OVER AN APPROPRI ATE PERI GD TO BE

DETERM NED BY THE COW SSI ON. THE AMORTI ZATI ON SHALL COVMENCE

AT THE TI ME WHEN RESTRUCTURI NG ORDERS ARE | SSUED. THE NATURAL

GAS DI STRI BUTI ON COVPANY NMAY SEEK RECOVERY OF THE UNAMORTI ZED

BALANCE OF SUCH COSTS IN A FUTURE RATE PROCEEDI NG AND THE

COW SSI ON SHALL ALLOW RECOVERY OF SUCH COSTS PROVI DED THAT

THE COW SSI ON DETERM NES THAT SUCH COSTS ARE REASONABLE AND

THAT THE RESULTI NG RATES ARE JUST AND REASONABLE.

(© DEFERRAL OF COSTS. - - COSTS RECOVERABLE UNDER SECTI ONS
2203(6) (RELATI NG TO STANDARDS FOR RESTRUCTURI NG OF NATURAL GAS
UTI LI TY 1 NDUSTRY) AND 2206( E) (RELATI NG TO CONSUMER PROTECTI ONS
AND CUSTOMER SERVI CE), | N EXCESS OF AMOUNTS ALREADY REFLECTED I N
A NATURAL GAS DI STRI BUTI ON COVPANY' S RATES, VWH CH ARE | NCURRED
BETWEEN THE DATE OF ENTRY OF THE COWM SS| ON' S RESTRUCTURI NG
ORDER AND THE EARLI ER OF THE DATE ON VWH CH THE COWVMM SSI ON
AUTHORI ZES COVMENCEMENT OF RECOVERY OR JUNE 30, 2002, MAY BE
DEFERRED FOR RECOVERY I N THE FUTURE. SUCH DEFERRALS SHALL BE
W THOUT | NTEREST.

(D) Cl RCUMSTANCES FOR EXCEPTI ONS. - - A NATURAL GAS
DI STRI BUTI ON COVPANY MAY SEEK, AND THE COMM SSI ON MAY APPROVE,
AN EXCEPTI ON TO THE LI M TATI ONS SET FORTH I N THI S SECTI ON UNDER
ANY OF THE FOLLOW NG Cl RCUMSTANCES:

(1) THE NATURAL GAS DI STRI BUTI ON COMPANY MEETS THE

REQUI REMENTS FOR EXTRACRDI NARY RELI EF UNDER SECTI ON 1308( E)

( RELATI NG TO VOLUNTARY CHANGES | N RATES) .

(2) THE NATURAL GAS DI STRI BUTI ON COMPANY DEMONSTRATES
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THAT A RATE | NCREASE | S NECESSARY | N ORDER TO PRESERVE THE
RELI ABI LI TY OF THE NATURAL GAS DI STRI BUTI ON SYSTEM

(3) THE NATURAL GAS DI STRI BUTI ON COMPANY | S SUBJECT TO
SI GNI FI CANT | NCREASES | N THE RATE OF FEDERAL TAXES OR OTHER
SI GNI FI CANT | NCREASES | N COSTS RESULTI NG FROM CHANGES | N LAW
OR REGULATI ONS THAT WOULD NOT ALLOW THE NATURAL GAS
DI STRI BUTI ON COVPANY TO EARN A FAI R RATE OF RETURN.

(E) | NTERCLASS AND | NTRACLASS COST SHI FTS. - - EXCEPT AS
PROVI DED I N SECTI ON 2212, FOR THE PERI OD FROM THE EFFECTI VE DATE
OF TH S CHAPTER UNTI L JANUARY 1, 2001, | NTERCLASS OR | NTRACLASS
COST SH FTS ARE PRCHI BI TED. TH' S PRCHI Bl TI ON AGAI NST COST
SHI FTI NG MAY BE ACCOWMPLI SHED BY MAI NTAI NI NG THE COST ALLOCATI ON
METHODOLOGY ACCEPTED BY THE COMM SSI ON FOR EACH NATURAL GAS
DI STRI BUTI ON COVPANY | N THE COMPANY' S MOST RECENT BASE RATE
PROCEEDI NG

(F) STATE TAX ADJUSTMENT SURCHARGE. - - THE NATURAL GAS
DI STRI BUTI ON COVPANY, OTHER THAN A CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON, SHALL REMAI N SUBJECT TO THE STATE TAX ADJUSTMENT
SURCHARGE AND SHALL BE PERM TTED TO ADJUST | TS STATE TAX
ADJUSTMENT SURCHARGE MECHANI SM TO REFLECT STATE TAX CHANGES OR
ADDI TI ONS. THE NATURAL GAS DI STRI BUTI ON COVPANY SHALL ALSO
REMAI N SUBJECT TO EXI STI NG RI DERS OR SURCHARGES FOR THE
COLLECTI ON OF NON- GAS TRANSI TI ON COSTS PURSUANT TO FEDERAL
ENERGY REGULATORY COWM SS| ON DECI S| ONS.

(G PROVI SI ONS RELATI NG TO | NTERSTATE PI PELI NES. - -

(1) NOTW THSTANDI NG ANY OTHER PROVI SIONS OF THI S
CHAPTER, |F A NATURAL GAS DI STRI BUTI ON COVPANY' S CURRENT BASE
RATE REVENUES REFLECT THE MARG NS REALI ZED THROUGH THE
UTI LI ZATI ON OF FI RM | NTERSTATE PI PELI NE TRANSPORTATI ON AND
STORAGE CAPACI TY TO SERVE THE | NTERRUPTI BLE MARKET WHEN SUCH

19990H1331B2112 - 103 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

CAPACI TY | S NOT NEEDED TO MAKE FI RM RETAI L DELI VERI ES, THEN

THE NATURAL GAS DI STRI BUTI ON COMPANY SHALL BE PERM TTED TO

| NCREASE BASE RATES AND, AT THE SAME Tl ME, REDUCE PURCHASED

GAS COST RATES, AS DESCRIBED IN TH S CHAPTER

(2) THE NATURAL GAS DI STRI BUTI ON COMPANY MAY PROPOSE

SUCH A CHANGE | N TREATMENT, CONSI STENT W TH THE FOLLOW NG

REQUI REMENTS:

(H

(1) BASE RATES OF CUSTOMERS WHO PAY PURCHASED GAS
COST RATES PURSUANT TO SECTI ON 1307(F) (RELATING TO
SLI DI NG SCALE OF RATES; ADJUSTMENTS) SHALL BE | NCREASED
BY AN AMOUNT EQUAL TO THE MARG N RECEI VED FOR SERVI CE
PROVI DED TO EXI STI NG | NTERRUPTI BLE SALES AND
TRANSPORTATI ON SERVI CE CUSTOMVERS US| NG CAPACI TY REFLECTED
| N RATES ESTABLI SHED UNDER SECTI ON 1307(F) BASED UPON THE
REVENUE FOR SUCH SERVI CES FOR THE MOST RECENT 12- MONTH
PERI OD | MVEDI ATELY PRECEDI NG THE APPLI CATI ON.

(I1) PURCHASED GAS COST RATES ESTABLI SHED PURSUANT
TO SECTI ON 1307(F) SHALL BE DECREASED BY AN AMOUNT EQUAL
TO THE AMOUNT BY WHI CH BASE RATES ARE | NCREASED | N
SUBPARAGRAPH (1) .

(I11) PURCHASED GAS COST RATES ESTABLI SHED PURSUANT
TO SECTI ON 1307(F) SHALL THEREAFTER BE RECONCI LED TO
REFLECT THE MARG NS REALI ZED FROM | NTERRUPTI BLE SALES AND
| NTERRUPTI BLE TRANSPORTATI ON CUSTOVERS UTI LI ZI NG CAPACI TY
REFLECTED | N RATES ESTABLI SHED UNDER SECTI ON 1307(F).

| NTERSTATE Pl PELI NE TRANSPORTATI ON. - -

(1) EXCEPT AS SPECI FI CALLY SET FORTH I N THI S SUBSECTI ON,

NOTHI NG I N THI' S SECTI ON OR SECTI ON 2204(D) (RELATING TO

| MPLEMENTATI ON) SHALL PREVENT A NATURAL GAS DI STRI BUTI ON

COVPANY FROM RECOVERI NG COSTS PAI D UNDER THE TERMS OF
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1 | NTERSTATE PI PELI NE TRANSPORTATI ON AND STORAGE CAPACI TY

2 CONTRACTS WHI CH ARE NOT FULLY RECOVERED THROUGH A RELEASE,

3 ASSI GNVENT OR TRANSFER OF SUCH CAPACI TY TO ANOTHER NATURAL

4 GAS SUPPLI ER | F SUCH UNRECOVERED COSTS ARI SE UNDER THE TERMS
5 OF A NATURAL GAS TRANSPORTATI ON PI LOT PROGRAM APPROVED BY THE
6 COW SSI ON FOR SUCH COMPANY ON OR BEFORE FEBRUARY 1, 1999.

7 (2) SUCH UNRECOVERED | NTERSTATE PI PELI NE TRANSPORTATI ON
8 AND CAPACI TY COSTS | NCURRED UNDER SUCH PROGRAMS THROUGH

9 OCTOBER 31, 2004, MAY BE RECOVERED FROM A CLASS OR CLASSES OF
10 CUSTOVERS | N ACCORDANCE W TH SUCH PROGRAM PROVI DED THAT THE
11 TOTAL VOLUMETRI C CHARGE FOR SUCH COSTS DCES NOT EXCEED 1% OF
12 THE VOLUVETRI C CHARGE FOR RESI DENTI AL NATURAL GAS SALES

13 SERVI CE SET FORTH I N THE NATURAL GAS DI STRI BUTI ON COVPANY' S
14 TARI FF | N EFFECT AT THE TI ME.

15 (3) WTH RESPECT TO SUCH PI LOT PROGRAMS, THE COWM SSI ON
16 MAY DETERM NE TO EXTEND SUCH PROGRAMS TO | NCLUDE ALL

17 CUSTOVERS OF THAT COMPANY PURSUANT TO THE REQUI REMENTS OF

18 THI' S CHAPTER, AND NOTHI NG IN THI' S SECTI ON OR SECTI ON 2204( D)
19 SHALL PREVENT UNRECOVERED | NTERSTATE Pl PELI NE AND
20 TRANSPORTATI ON CAPACI TY COSTS | NCURRED THROUGH OCTOBER 31,
21 2004, UNDER SUCH PROGRAMS FROM BEI NG RECOVERED | N ACCORDANCE
22 W TH SUCH PROGRAMS PROVI DED THAT THE TOTAL VOLUMETRI C CHARGE
23 FOR SUCH COSTS DOES NOT EXCEED THE 1% LIM T SPECI FI ED | N

24 PARAGRAPH (2) FOR PI LOT PROGRAMS.

25 § 2212. CITY NATURAL GAS DI STRI BUTI ON OPERATI ONS.

26 (A) APPLI CATION. --THE PROVI SIONS OF THI S SECTI ON SHALL APPLY
27 ONLY TO G TY NATURAL GAS DI STRI BUTI ON OPERATI ONS.

28 (B) COWM SSI ON JURI SDI CTI ON. - - SUBJECT TO THE PROVI SI ONS OF

29 TH'S SECTI QN, COMMVENCI NG JULY 1, 2000, PUBLIC UTILITY SERVI CE
30 BEI NG FURNI SHED OR RENDERED BY A CI TY NATURAL GAS DI STRI BUTI ON
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OPERATION WTHI N I TS MUNI Cl PAL LIM TS SHALL BE SUBJECT TO
REGULATI ON AND CONTROL BY THE COMM SSI ON W TH THE SAME FORCE AS
I F THE SERVI CE WERE RENDERED BY A PUBLI C UTI LI TY.

(© APPLICABILITY OF OTHER CHAPTERS. - - COVMENCI NG JULY 1,
2000, TO THE EXTENT NOT | NCONSI STENT W TH THI S SECTI ON, THE
PROVI SIONS OF THI'S TI TLE, OTHER THAN CHAPTERS 11 ( RELATI NG TO
CERTI FI CATES OF PUBLI C CONVENI ENCE), 19 (RELATING TO SECURI Tl ES
AND OBLI GATI ONS) AND 21 ( RELATI NG TO RELATI ONS W TH AFFI LI ATED
| NTERESTS), SHALL APPLY TO THE PUBLIC UTILITY SERVICE CF A I TY
NATURAL GAS DI STRI BUTI ON OPERATI ON W TH THE SAME FORCE AS | F THE
CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON WAS A PUBLI C UTI LI TY
UNDER SECTI ON 102 ( RELATI NG TO DEFI NI TI ONS), PROVI DED THAT UPON
REQUEST OF A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON THE
COW SSI ON MAY SUSPEND OR WAI VE THE APPLI CATION TO A G TY
NATURAL GAS DI STRI BUTI ON OPERATI ON OF ANY PROVI SION OF THI' S
TI' TLE, | NCLUDI NG ANY PROVI SION OF THI S CHAPTER OTHER THAN THI S
SECTI ON. CHAPTER 11 SHALL APPLY TO A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON TO THE EXTENT | T SEEKS TO PROVI DE NATURAL
GAS DI STRI BUTI ON SERVI CES OUTSI DE OF | TS CORPORATE OR MUNI Cl PAL
LIMTS. CHAPTER 19 SHALL APPLY TO | SSUANCES OF SECURI TI ES FOR
THE BENEFIT OF A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON BY AN
| SSUER OTHER THAN A CI TY TO THE EXTENT PROVI DED | N SUBSECTI ON
(E) BUT SHALL NOT APPLY TO | SSUANCES OF SECURI TI ES BY A CITY.

(D) CONTI NUATI ON OF TARI FF. - - FOR PURPCSES CF THI S SECTI ON,
PRI OR TARI FF MEANS THE TARI FF, RATE SCHEDULE AND RI DERS
| NCORPORATED I NTO THE TARIFF OF A CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON ON THE DATE THE COWM SSI ON ASSUMES JURI SDI CTI ON OVER
SUCH CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON. A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON SHALL CONTI NUE TO PROVI DE NATURAL GAS
SUPPLY AND NATURAL GAS DI STRI BUTI ON SERVI CES TO | TS CUSTOMERS
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UNDER THE PRI OR TARI FF AND THE PCLI Cl ES OR PROGRAMS, EXI STI NG ON
THE DATE THAT THE COWM SSI ON ASSUMES JURI SDI CTI ON OVER THE CI TY
NATURAL GAS DI STRI BUTI ON OPERATI ON, UNTI L THE EFFECTI VE DATE OF
THE FI NAL ORDER ENTERED BY THE COWM SSI ON APPROVI NG THE
RESTRUCTURI NG PLAN AND NEW TARI FF OF THE CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ONS UNLESS SUCH EFFECTI VE DATE HAS BEEN
STAYED BY A COURT OF COVPETENT JURI SDI CTI ON, IN WH CH EVENT THE
PRI OR TARI FF W LL CONTI NUE | N FORCE UNTI L SUCH STAY HAS BEEN
DI SSOLVED. WHERE THE PRI OR TARI FF REFERS TO, | NCORPORATES OR
| NCLUDES A LOCAL COM SSION, | T SHALL BE | NTERPRETED AS
REFERRI NG TO, | NCORPORATI NG OR | NCLUDI NG THE COW SSI ON.  SUBJECT
TO SUBSECTION (S), THE COVM SSI ON SHALL RESOLVE ALL QUESTI ONS,
DI SPUTES OR CONFLI CTS ARI SI NG UNDER THE PRI OR TARI FF. NOTHI NG
CONTAI NED IN THI' S SECTI ON SHALL PREVENT A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON FROM REQUESTI NG, OR, | F SO REQUESTED, THE
COW SSI ON FROM APPROVI NG, MODI FI CATI ONS TO THE PRI OR TARI FF AT
ANY TI ME PRI OR TO THE EFFECTI VE DATE OF THE FI NAL ORDER
APPROVI NG THE RESTRUCTURI NG PLAN AND NEW TARI FF.

(E) SECURITIES OF CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ONS. - - NOTW THSTANDI NG ANY PROVI SION OF THI'S TI TLE TO THE
CONTRARY, | N DETERM NI NG THE CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON' S REVENUE REQUI REMENT AND APPROVI NG OVERALL RATES AND
CHARCES, THE COW SSI ON SHALL FOLLOW THE SAME RATEMAKI NG
METHODOLOGY AND REQUI REMENTS THAT WERE APPLI CABLE TO THE C TY
NATURAL GAS DI STRI BUTI ON OPERATI ON PRI OR TO THE ASSUMPTI ON OF
JURI SDI CTI ON BY THE COVWM SSI ON AND SUCH OBLI GATI ON SHALL
CONTI NUE UNTI L THE DATE ON WHI CH ALL APPROVED BONDS HAVE BEEN
RETI RED, REDEEMED, ADVANCE REFUNDED OR OTHERW SE DEFEASED.
HONEVER, THI S SECTI ON SHALL NOT PREVENT THE COWM SSI ON FROM
APPROVI NG CHANGES | N THE RATES PAYABLE BY ANY CLASS OF
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RATEPAYERS OF THE CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON SO
LONG AS THE REVENUE REQUI REMENT AND THE OVERALL RATES AND
CHARCGES ARE NOT ADVERSELY AFFECTED BY SUCH CHANGES.
NOTW THSTANDI NG ANY PROVISION IN TH' S TI TLE TO THE CONTRARY, THE
COW SSI ON SHALL PERM T THE CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON TO | MPOSE, CHARGE OR COLLECT RATES OR CHARCES AS
NECESSARY TO PERM T THE CI TY OR MUNI Cl PAL AUTHORI TY FORVED
PURSUANT TO SUBSECTI ON (M THAT | SSUED BONDS ON BEHALF OF A CITY
NATURAL GAS DI STRI BUTI ON OPERATI ON TO COVPLY W TH I TS COVENANTS
TO THE HOLDERS OF ANY APPROVED BONDS. NOTW THSTANDI NG ANY
PROVISION IN TH S TI TLE TO THE CONTRARY, THE COW SSI ON SHALL
NOT REQUIRE A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON TO TAKE
ACTION, OR OM T TAKI NG ANY ACTI ONS, PURSUANT TO THI S TITLE I F
SUCH ACTI ON OR OM SSI ON WoULD HAVE THE EFFECT OF CAUSI NG THE
I NTEREST ON TAX- EXEMPT BONDS | SSUED BY A CI TY OR MJNI Cl PAL
AUTHORI TY FORMED PURSUANT TO SUBSECTION (M ON BEHALF CF A CI'TY
NATURAL GAS DI STRI BUTI ON OPERATI ON TO BE | NCLUDABLE | N THE GROSS
I NCOVE OF THE HOLDERS OF SUCH BONDS FOR FEDERAL | NCOVE TAX
PURPOSES. FOR PURPOSES OF THI S SECTI ON, APPROVED BONDS SHALL
VMEAN ALL BONDS:
(1) [ISSUED BY A CITY ON BEHALF OF A CI TY NATURAL GAS

DI STRI BUTI ON OPERATI ON UNDER THE ACT OF OCTOBER 18, 1972

(P.L.955, NO 234), KNOM AS THE FI RST CLASS CI TY REVENUE BOND

ACT OR THE ACT OF DECEMBER 7, 1982 (P.L.827, NO 231), KNOWN

AS THE CI TY OF PH LADELPHI A MUNI CI PAL UTI LI TY | NVENTORY AND

RECEI VABLES FI NANCI NG ACT, THAT WERE | SSUED AND QUTSTANDI NG

ON THE DATE THE COWMM SSI ON ASSUMED JURI SDI CTI ON OVER THE CI TY

NATURAL GAS DI STRI BUTI ON OPERATI ON,

(2) |1SSUED BY THE CI TY AFTER THE DATE THE COVM SSI ON
ASSUMED JURI SDI CTI ON OVER THE CI TY NATURAL GAS DI STRI BUTI ON
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OPERATI ON UNLESS THE GOVERNI NG BODY OF THE CI TY, AT THE TI ME
OF APPROVAL OF THE BOND | SSUANCE, DETERM NES THAT SUCH BONDS
SHALL NOT BE APPROVED BONDS;

(3) [ISSUED BY THE CITY OR A MUNI Cl PAL AUTHORI TY,
NONPROFI T CORPORATI ON OR PUBLI C CORPORATI ON FORVED PURSUANT
TO SUBSECTI ON (M FOR THE PURPOSE OF REFUNDI NG REDEEM NG,
REPAYI NG OR OTHERW SE DEFEASI NG APPROVED BONDS; OR

(4) |1SSUED BY A MUNI Cl PAL AUTHORI TY FORMED PURSUANT TO
SUBSECTI ON (M FOR PURPOSES OTHER THAN REFUNDI NG, REDEEM NG,
REPAYI NG OR OTHERW SE DEFEASI NG APPROVED BONDS UNLESS THE
COW SSI ON DETERM NES, AT THE TI ME OF THE REG STRATION OF A
SECURI TI ES CERTI FI CATE PURSUANT TO SECTI ON 1903 ( RELATI NG TO
REG STRATI ON OR REJECTI ON OF SECURI TI ES CERTI FI CATES), THAT
THE BOND SHOULD NOT BE APPROVED BONDS.

NOTW THSTANDI NG ANY PROVI SION OF THI S TI TLE TO THE CONTRARY, A
CITY OMNING A G TY NATURAL GAS DI STRI BUTI ON OPERATI ON NAY

CONTI NUE TO | SSUE BONDS ON BEHALF OF THE CI TY NATURAL GAS

DI STRI BUTI ON OPERATI ON PURSUANT TO THE FI RST CLASS CI TY REVENUE
BOND ACT AND UNDER THE CI TY OF PH LADELPHI A MUNI CI PAL UTI LI TY

I NVENTORY AND RECEI VABLES FI NANCI NG ACT, AND ANY MJUNI CI PAL
AUTHORI TY FORMED PURSUANT TO SUBSECTI ON (M MAY | SSUE BONDS ON
BEHALF OF THE CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON PURSUANT
TO THE ACT OF MAY 2, 1945 (P.L.382, NO 164), KNOW AS THE

MUNI CI PALI TY AUTHORI TI ES ACT OF 1945, AND AS OTHERW SE PROVI DED
BY LAW ALL DOCUMENTS THAT ARE REQUI RED TO BE SUBM TTED TO THE
GOVERNI NG BODY OF THE CI TY BY THE FI RST CLASS CI TY REVENUE BOND
ACT OR THE G TY OF PH LADELPH A MUNI CI PAL UTI LI'TY | NVENTORY AND
RECEI VABLES FI NANCI NG ACT OR, I N THE CASE OF AN | SSUANCE OF
SECURI TI ES BY A MUNI Cl PAL AUTHORI TY, THE MJNI Cl PALI TY

AUTHORI TI ES ACT OF 1945, SHALL ALSO BE SUBM TTED TO THE
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COW SSI ON FOR | TS | NFORMATI ON.  ANY | SSUANCE OF SECURI TI ES BY A
MUNI Cl PAL AUTHORI TY FORVED PURSUANT TO SUBSECTI ON (M ON BEHALF
OF A G TY NATURAL GAS DI STRI BUTI ON OPERATI ON, OTHER THAN

| SSUANCES OF BONDS FOR THE PURPOSE OF REFUNDI NG, REDEEM NG,
REPAYI NG OR OTHERW SE DEFEASI NG APPROVED BONDS, SHALL BE SUBJECT
TO THE PROVI SI ONS OF CHAPTER 19 ( RELATI NG TO SECURI TI ES AND
OBLI GATI ONS) PROVI DED THAT COVM SSI ON DETERM NATI ONS W TH
RESPECT TO THE REG STRATI ON OF A SECURI Tl ES CERTI FI CATE UNDER
CHAPTER 19 FOR THE | SSUANCE OF SECURI TI ES BY A MUNI Cl PAL
AUTHORI TY FORMED PURSUANT TO SUBSECTION (M SHALL BE

DETERM NATI ONS W TH RESPECT TO PUBLI C DEBT AND THE COWM SS| ON
SHALL EMPLOY | TS ABBREVI ATED SECURI TI ES CERTI FI CATE PROCESS TO
SUCH | SSUANCES.

(F) TRANSFERS TO CITY.--THE COW SSI ON SHALL PERM T THE CI TY
NATURAL GAS DI STRI BUTI ON OPERATI ON TO | MPGSE, CHARGE OR COLLECT
RATES AND CHARCGES AS NECESSARY TO PERM T THE CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON TO TRANSFER OR PAY TO THE CI TY THAT IS
THE OMNER OF THE CI TY NATURAL GAS DI STRI BUTI ON OPERATI OGN, ON AN
ANNUAL BASI S, SUCH AMOUNT AS MAY BE SPECI FI ED FROM TI ME TO TI ME
IN THE APPLI CABLE ORDI NANCES OF THE CI TY OR AGREEMENTS OF THE
CI TY APPROVED BY ORDI NANCES. |F THE AMOUNT SO SPECI FI ED SHALL
EXCEED 110% OF THE AMOUNT THAT WAS AUTHORI ZED FOR TRANSFER OR
PAYMENT TO THE G TY AT THE CLOSE OF THE FI SCAL YEAR OF THE C TY
ENDI NG JUNE 30, 2000, SUCH ADDI TI ONAL AMOUNT SHALL BE SUBJECT TO
REVI EW AND APPROVAL OF THE COW SSI ON, VWH CH APPROVAL SHALL BE
G VEN UNLESS SUCH ADDI TI ONAL AMOUNT WOULD NOT BE JUST AND
REASONABLE.

(G RESTRUCTURI NG AND TARI FF FILINGS.--A CITY NATURAL GAS
DI STRI BUTI ON OPERATI ON SHALL FILE WTH THE COW SSI ON AN | NI TI AL
TARI FF AND A RESTRUCTURI NG FI LI NG CONSI STENT WTH TH S CHAPTER,
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AND W TH ANY ORDERS, RULES OR REGULATI ONS ADOPTED BY THE
COW SSI ON AFTER THE EFFECTI VE DATE OF THI S CHAPTER NO LATER
THAN JULY 1, 2002, AND, UNLESS THE CI TY NATURAL GAS OPERATI ON
AGREES, NO EARLI ER THAN DECEMBER 31, 2001, PURSUANT TO A
SCHEDULE TO BE DETERM NED BY THE COVMM SSI ON | N CONSULTATI ON W TH
A CITY NATURAL GAS DI STRI BUTI ON OPERATI ON. THE COWM SSI ON SHALL
CONDUCT AN | NI TI AL RATE PROCEEDI NG PURSUANT TO | TS PROCEDURES
FOR SUCH FI LI NGS. HEARI NGS ON THE TARI FF AND RESTRUCTURI NG
FI LI NGS SHALL BE HELD WTHI N THE MUNICI PAL LIM TS OF THE CTY IN
VWH CH THE CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON I S LOCATED TO
THE EXTENT PRACTI CABLE.
(H RESTRUCTURI NG PROCEEDI NGS. - -1 N THE RESTRUCTURI NG
PROCEEDI NG OF A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON, IN
ADDI TI ON TO THE REQUI REMENTS OF SECTI ON 2204(C) ( RELATING TO
| MPLEMENTATI ON) :
(1) THE CITY NATURAL GAS DI STRI BUTI ON OPERATI ON SHALL
FILE A PLAN TO CONVERT | TS EXI STI NG | NFORMATI ON TECHNOL OGY,
ACCOUNTI NG, BI LLI NG COLLECTI ON, GAS PURCHASI NG AND OTHER
OPERATI NG SYSTEMS AND PRCCEDURES TO COWVPLY W TH THE
REQUI REMENTS APPLI CABLE TO JURI SDI CTlI ONAL NATURAL GAS
UTI LI TITES UNDER THI' S TI TLE AND THE APPLI CABLE RULES,
REGULATI ONS AND ORDERS. THE COMM SSI ON SHALL EXAM NE THE COST
AND BURDENS OF CONVERTI NG EXI STI NG SYSTEMsS AND PROCEDURES OF
A CITY NATURAL GAS DI STRI BUTI ON OPERATI ONS TO MEET THE
REQUI REMENTS OF THI' S TI TLE GENERALLY APPLI CABLE TO NATURAL
GAS DI STRI BUTI ON COWPANI ES. | F REQUESTED BY THE CI TY NATURAL
GAS DI STRI BUTI ON OPERATI ON, THE COW SSI ON SHALL DETERM NE
WHETHER THE COST OF CONVERSI ON OF ANY SYSTEM OR PROCEDURE | S
PRUDENT I N LI GAT OF THE BENEFI TS TO BE OBTAI NED. | N THE EVENT
THAT THE COW SSI ON DETERM NES THAT THE COSTS WOULD NOT BE
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PRUDENT, | T MAY WAl VE APPLI CATI ON TO THE CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON OF ANY PROVI SION OF THIS TI TLE OR THE
COW SSI ON' S RULES, REGULATI ONS AND ORDERS AS APPROPRI ATE. | N
THE EVENT THAT THE COWM SSI ON DETERM NES THAT SUCH COSTS
SHOULD BE | NCURRED, THE COW SSI ON SHALL PERM T THE CI TY
NATURAL GAS DI STRI BUTI ON OPERATI ON TO FULLY RECOVER SUCH
COSTS THROUGH A NONBYPASSABLE CHARGE | MBEDDED | N THE
DI STRI BUTI ON RATES OF THE CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON.

(2) INITS RESTRUCTURI NG PROCEEDI NG, A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON MAY PROPOSE AN AUTOVATI C ADJUSTMENT
MECHANI SM OR MECHANI SMS IN LI EU OF, OR AS A SUPPLEMENT TGO,
SECTI ON 1307 (RELATI NG TO SLI DI NG SCALE OF RATES;
ADJUSTMENTS) TO ADJUST RATES FOR FLUCTUATI ONS | N GAS AND
NONGAS COSTS | NCLUDI NG BUT NOT LIMTED TO, AN AUTQVATI C
ADJUSTMENT MECHANI SM OR MECHANI SMS TO RECOVER THE COSTS OF
PROVI DI NG PROGRAMS FOR LOW | NCOVE RATEPAYERS AND OTHER
ASS| STED RATEPAYERS. THE COW SSI ON MAY APPROVE OR MODI FY THE
AUTOVATI C ADJUSTMENT MECHANI SM OR MECHANI SM5 PROPCSED BY THE
CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON, OR THE COW SSI ON
MAY APPROVE A SECTI ON 1307 ADJUSTMENT FOR A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON. HOWEVER, THE AUTOVATI C ADJUSTMENT
MECHANI SM WHETHER SECTI ON 1307 OR ANY ALTERNATI VE PROPOSED
BY THE CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON, UTI LI ZED FOR
CI TY NATURAL GAS DI STRI BUTI ON OPERATI ONS MJUST ENABLE THE CI TY
OR MUNI CI PAL AUTHORI TY FORMED PURSUANT TO SUBSECTION (M THAT
| SSUED BONDS ON BEHALF OF A CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON TO FULLY COWPLY AT ALL TIMES WTH I TS COVENANTS TO
THE HOLDERS OF ANY APPROVED BONDS.
(1) POANERS OF THE CONSUMER ADVOCATE; SMALL BUSI NESS
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ADVCCATE. - - THE CONSUMER ADVOCATE SHALL REPRESENT THE | NTERESTS
OF CONSUMERS AS A PARTY, OR OTHERW SE PARTI Cl PATE FOR THE
PURPOSE OF REPRESENTI NG AN | NTEREST OF CONSUMERS, BEFORE THE
COW SSI ON | N ANY MATTER PROPERLY BEFORE THE COWM SSI ON RELATI NG
TO A G TY NATURAL GAS DI STRI BUTI ON OPERATI ON. THE CONSUMER
ADVCCATE | S AUTHORI ZED, | N ADDI TI ON TO ANY OTHER AUTHORI TY
CONFERRED ON H'M TO REPRESENT AN | NTEREST OF CONSUMERS WHI CH | S
PRESENTED TO HH M FOR HI' S CONSI DERATI ON UPON PETI TI ON I N V\RI Tl NG
BY A SUBSTANTI AL NUMBER OF PERSONS WHO MAKE, DI RECT, USE OR ARE
ULTI MATE RECI PI ENTS OF A PRODUCT OR SERVI CES SUPPLI ED BY A G TY
NATURAL GAS DI STRI BUTI ON OPERATI ON. THE SMALL BUSI NESS ADVOCATE
SHALL REPRESENT THE | NTEREST OF SMALL BUSI NESS CONSUMERS AS A
PARTY, OR OTHERW SE PARTI Cl PATE FOR THE PURPOSE OF REPRESENTI NG
AN | NTEREST OF SMALL BUSI NESS CONSUMERS, BEFORE THE COVMM SSI ON
I N ANY MATTER PROPERLY BEFORE THE COWM SSI ON RELATING TO A A TY
NATURAL GAS DI STRI BUTI ON OPERATI ON. THE SMALL BUSI NESS ADVOCATE
'S AUTHORI ZED, IN ADDI TI ON TO ANY OTHER AUTHORI TY CONFERRED ON
H M TO REPRESENT AN | NTEREST OF SMALL BUSI NESS CONSUMERS VH CH
'S PRESENTED TO HHM FOR H' S CONSI DERATI ON UPON PETI TI ON | N
VWRI TI NG BY A SUBSTANTI AL NUMBER OF SMALL BUSI NESS CONSUMERS VWHO
MAKE, DI RECT, USE OR ARE ULTI MATE RECI PI ENTS OF A PRODUCT OR
SERVI CES SUPPLI ED BY A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON.
(J) COMMENCEMENT OF CUSTOVER CHO CE. --BEG NNI NG W TH THE
COMVENCEMENT OF THE FI RST FI SCAL YEAR OF A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON AFTER THE ORDER APPROVI NG THE
RESTRUCTURI NG PLAN OF A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON
BECOVES EFFECTI VE, ALL RETAIL GAS CUSTOMERS OF CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ONS SHALL HAVE THE OPPORTUNI TY TO PURCHASE
NATURAL GAS SUPPLY SERVI CES FROM A NATURAL GAS SUPPLI ER OR THE
CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON TO THE EXTENT I T OFFERS
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1 THE SERVI CE. AFTER THAT DATE, THE CHO CE OF NATURAL GAS

2 SUPPLI ERS SHALL REST W TH THE RETAIL GAS CUSTOVER

3 (K) CITY I NSTRUVENTALI TY. - - UNLESS AND UNTI L THE GOVERNI NG

4 BODY OF A CTY THAT OANS A CI TY NATURAL GAS DI STRI BUTI ON

5 OPERATI ON OTHERW SE PROVI DES:

6 (1) A CGTY NATURAL GAS DI STRI BUTI ON OPERATI ON SHALL BE

7 DEEMED AN | NSTRUMVENTALITY OF THE G TY THAT OMNS | T AND

8 | NDEPENDENTLY AUTHORI ZED TO ESTABLI SH AND MAI NTAI' N PENSI ON,

9 WELFARE AND OTHER EMPLOYEE BENEFI T PLANS FOR THE BENEFI T OF
10 THOSE | NDI VI DUALS WHO RENDER SERVI CES | N CONNECTION WTH | TS
11 OPERATI ONS; AND
12 (2) FOR THE PURPOSE COF BEI NG A PARTI Cl PANT I N SUCH PLANS
13 OR PROGRAMS, THOSE | NDI VI DUALS WHO RENDER SERVI CES
14 EXCLUSI VELY AND DI RECTLY RELATED TO THE OPERATI ONS OF THE
15 CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON SHALL BE DEEMED
16 EMPLOYEES OF THE CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON AS A
17 DI STI NCT ENTITY FROM THE CI TY. |F ANY PENSI ON PLAN
18 ESTABLI SHED AND NMAI NTAI NED BY OR ON BEHALF OF A CI TY NATURAL
19 GAS DI STRI BUTI ON OPERATI ON | S OR BECOVES SUBJECT TO THE ACT
20 OF DECEMBER 18, 1984 (P.L.1005, NO 205), KNOMW AS THE
21 MUNI CI PAL PENSI ON PLAN FUNDI NG STANDARD AND RECOVERY ACT, THE
22 PROVI SI ONS OF CHAPTERS 5 AND 6 OF THAT ACT (RELATING TO
23 FI NANCI ALLY DI STRESSED MUNI Cl PAL PENSI ON SYSTEM RECOVERY
24 PROGRAMS) SHALL NOT REQUI RE ANY PENSI ON PLAN OF A CITY
25 NATURAL GAS DI STRI BUTI ON OPERATI ON TO BE AGGREGATED W TH ANY
26 PENSI ON PLAN ESTABLI SHED AND NMAI NTAI NED BY THE CI TY.

27 (L) ASSI STED CI Tl ES. - - NOTW THSTANDI NG ANY OTHER PROVI SI ON OF

28 TH'S TITLE, NO ASSI STED CI TY SHALL BE REQUI RED TO TAKE ANY

29 ACTION UNDER THI'S TITLE | F THE EFFECT OF THE ACTION IS TO CAUSE
30 A VARIATION I'N THE FI NANCI AL PLAN OF SUCH ASSI STED CI TY APPROVED
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PURSUANT TO SECTI ON 209 OF THE ACT OF JUNE 5, 1991 (P.L.9,
NO. 6), KNOAWN AS THE PENNSYLVANI A | NTERGOVERNVENTAL COOPERATI ON
AUTHORI TY ACT FOR CI TIES OF THE FI RST CLASS. AS USED IN THI S
SUBSECTI ON, "ASSI STED CI TY" AND "VARI ATI ON* SHALL HAVE THE
MEANI NGS SET FORTH OR CONSTRUED | N THE PENNSYLVAN A
| NTERGOVERNVENTAL COOPERATI ON AUTHORI TY ACT FOR G TI ES OF THE
FI RST CLASS.

(M CORPORATE ACTION.--A CITY THAT OANS A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON MAY FORM A NONPROFI T CORPORATI ON OR
PUBLI C CORPORATI ON OR MUNI CI PAL AUTHORI TY UNDER THE MUNI CI PALI TY
AUTHORI TI ES ACT OF 1945, I N ORDER TO OAN, MANAGE, OPERATE, LEASE
OR CARRY QUT NATURAL GAS SUPPLY AND/ OCR DI STRI BUTI ON SERVI CES
FOR, I N PLACE OF, OR ON BEHALF OF, THE CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON, PROVI DED THAT NO SUCH ENTI TY SHALL
PROVI DE NATURAL GAS SUPPLY SERVI CES OQUTSI DE OF THE MJUNI Cl PAL
LIMTS OF THE CI TY UNLESS LI CENSED AS A NATURAL GAS SUPPLI ER.
NOTW THSTANDI NG SUBSECTI ONS (B) AND (C), IF A CITY FORVS AN
ENTI TY PURSUANT TO THI S SECTI ON TO PROVI DE NATURAL GAS SUPPLY
SERVI CES, WHETHER I NSI DE OR QUTSIDE OF THE CI TY, THE ENTITY
SHALL BE DEEMED AN AFFI LI ATED | NTEREST OF THE CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON AND CHAPTER 21 SHALL APPLY W TH RESPECT
TO THAT AFFI LI ATED | NTEREST. A MJUNI Cl PAL AUTHORI TY FORVED
PURSUANT TO THE AUTHORI ZATI ON OF THI S SECTI ON SHALL NOT EXERCI SE
THE POAER OF EM NENT DOVAI N QUTSI DE OF THE MUNICI PAL LIM TS OF
THE CITY INWHICH IT IS SEATED. ANY ENTI TY CREATED UNDER THI S
SECTI ON OR OTHERW SE TO OAN, MANAGE, OPERATE, LEASE OR CARRY QUT
NATURAL GAS SUPPLY AND/ OR DI STRI BUTI ON SERVI CES, FOR, OR ON
BEHALF OF, A CTY OR A CITY NATURAL GAS DI STRI BUTI ON OPERATI ON
SHALL BE DEEMED A LOCAL AGENCY FOR PURPOSES OF 42 PA.C.S. CH. 85
( RELATI NG TO MATTERS AFFECTI NG GOVERNMENT UNITS) .
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(N) COLLECTI ONS. - - NOTHI NG CONTAINED IN THI'S TI TLE SHALL
ABROGATE THE PONER OF A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON
TO COLLECT DELI NQUENT RECEI VABLES THROUGH THE | MPCSI TI ON OF
LI ENS PURSUANT TO SECTION 3 COF THE ACT OF MAY 16, 1923 (P.L. 207,
NO. 153), REFERRED TO AS THE MUNI Cl PAL CLAI M AND TAX LI EN LAW OR
OTHERW SE.

(O EXI STI NG CUSTOVER CONTRACTS. - - NOTW THSTANDI NG THE
PROVI SIONS OF TH S CHAPTER, VWHERE AN AGREEMENT FOR NATURAL GAS
SERVI CE, EVI DENCED BY A SI GNED WRI TI NG BETWEEN A CI TY NATURAL
GAS DI STRI BUTI ON OPERATI ON AND ANY CUSTOMER, EXI STS PRIOR TO THE
DATE THE COWM SS|I ON ASSUMES JURI SDI CTI ON OVER A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON, THE CUSTOVER SHALL BE BOUND BY | TS TERMS
AND CONDI TI ONS AND SHALL NOT HAVE THE RI GHT TO RECEI VE NATURAL
GAS SERVI CE FROM ANOTHER SOURCE UNTI L THE EXPI RATI ON OF THE TERM
OF THE AGREEMENT OR OTHERW SE PURSUANT TO THE TERMS AND
CONDI TI ONS OF THE AGREEMENT.

(P) LI CENSE APPLI CATI ON AND | SSUANCE. --A CI TY NATURAL GAS
DI STRI BUTI ON OPERATI ON MAY APPLY FOR A LI CENSE PURSUANT TO THE
PROCEDURES UNDER SECTI ON 2208 ( RELATI NG TO REQUI REMENTS FOR
NATURAL GAS SUPPLI ERS). SUBJECT TO THE REQUI REMENT THAT | T
QUALI FY FOR AND OBTAI N A NATURAL GAS SUPPLI ERS LI CENSE UNDER
SECTI ON 2208, A CITY NATURAL GAS DI STRI BUTI ON OPERATION | S
AUTHORI ZED TO ENGAGE | N THE BUSI NESS OF A NATURAL GAS SUPPLI ER
QUTSI DE | TS MUNI Cl PAL OR CORPORATE LI M TS.

(Q COWM SSI ON ASSESSMENT. - -1 N ORDER TO ENSURE THAT THE
COMW SSI ON W LL BE ABLE TO CARRY OUT | TS OBLI GATI ONS W TH
RESPECT TO CI TY NATURAL GAS OPERATI ONS, THE CHI EF EXECUTI VE
OFFI CER OF A CI'TY NATURAL GAS DI STRI BUTI ON OPERATI ON SHALL FI LE,
NO LATER THAN MARCH 31, 2000, A SWORN STATEMENT SHOW NG | TS
GRCOSS | NTRASTATE OPERATI NG REVENUES FOR THE | MMEDI ATELY
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1 PRECEDI NG FI SCAL YEAR | N THE SAME MANNER AS REQUI RED BY SECTI ON
2 510(B) (RELATING TO ASSESSMENT FOR REGULATORY EXPENSES UPON

3 PUBLIC UTILITIES). THE COW SSI ON SHALL USE SUCH REVENUES | N

4 ACCORDANCE W TH THE PROCEDURES SET FORTH I N SECTI ON 510(B) AND
5 SHALL BILL, NO EARLIER THAN JULY 1, 2000, EACH CI TY NATURAL GAS
6 DI STRI BUTI ON OPERATI ON | TS PROPORTI ONAL SHARE OF THE

7 COW SSI ON S EXPENSES PURSUANT TO SECTI ON 510(B)(4). A CTY

8 NATURAL GAS DI STRI BUTI ON OPERATI ON SHALL PAY THE RESULTI NG

9 ASSESSMENT | N ACCORDANCE W TH AND SUBJECT TO THE PROVI SI ONS

10 CONTAI NED I N SECTI ON 510.

11 (R)  SENIOR CI TI ZENS. - -

12 (1) THE COW SSI ON MAY APPROVE A PROGRAM DESI GNED TO

13 PROVI DE DI SCOUNTED RATES FOR NATURAL GAS DI STRI BUTI ON AND

14 SUPPLY SERVI CES TO SENI OR CI TI ZENS RESI DI NG | N THE SERVI CE
15 TERRI TORY OF A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON

16 PROVI DED THAT SUCH RATES, AND THE TERM5S OF SUCH PROGRAM ARE
17 JUST AND REASONABLE

18 (2) | ND VI DUAL RATEPAYERS WHO, AS OF THE DATE THE

19 INITIAL TARIFF OF A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON
20 BECOVES EFFECTI VE PURSUANT TO SUBSECTI ON (D), ARE PROPERLY
21 RECEI VI NG DI SCOUNTED GAS RATES PURSUANT TO THE TERMS OF A

22 PROGRAM SPECI FI CALLY DESI GNED TO PROVI DE ASSI STANCE TO SENI OR
23 CI TI ZENS CONTAI NED I N THE PRI OR TARI FF SHALL BE ENTI TLED TO
24 CONTI NUE TO RECEI VE SUCH DI SCOUNT UNDER THE TERMS OF THE

25 PRI OR TARI FF UNLESS AND UNTI L THE PROGRAM I S MODI FI ED BY

26 ORDI NANCE OF THE GOVERNI NG BODY OF THE CITY, I N VWH CH EVENT
27 SUCH | NDI VI DUALS SHALL BE ENTI TLED TO RECEI VE ONLY THE

28 DI SCOUNT PROVI DED UNDER THE TERM5S OF THE MODI FI ED PROGRAM  AS
29 I T MAY BE FURTHER MODI FI ED BY ORDI NANCE FROM TI ME TO TI ME

30 THEREAFTER.
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(3) NOTHING IN THI'S TI TLE SHALL REQUI RE THE COWM SSI ON

TO APPROVE THE CONTI NUATI ON OF THE PROGRAM | DENTI FI ED I N

PARAGRAPH (2) I N WHOLE OR PART FOR ANY PERSON OTHER THAN AN

| NDI VI DUAL | DENTI FI ED | N PARAGRAPH ( 2) .

(S) PONERS PRESERVED. - - NOTHI NG CONTAI NED IN THI'S TI TLE SHALL
BE CONSTRUED TO ABROGATE OR LIM T THE EXECUTI VE OR LEGQ SLATI VE
PONERS OF A CITY THAT OANS A CI TY NATURAL GAS DI STRI BUTI ON
OPERATI ON TO LEG SLATE OR OTHERW SE DETERM NE THE POVERS,

FUNCTI ONS, BUDCETS, ACTIVITIES AND M SSION OF THE CI TY NATURAL
GAS DI STRI BUTI ON OPERATI ON OR ANY RELATED ENTI TY CREATED UNDER
SUBSECTI ON (M, | NCLUDI NG BUT NOT LIM TED TO, THE OANERSHI P,
GOVERNANCE, MANAGEMENT OR CONTROL THERECF. NOTHI NG IN TH' S TI TLE
SHALL LIMT OR PREVENT THE PROPER CI TY OFFI Cl ALS AND AGENCI ES
FROM CONDUCTI NG AUDI TS AND EXAM NATI ONS OF THE FI NANCI AL AFFAI RS
OF THE C TY NATURAL GAS DI STRI BUTI ON OPERATI ON | N ACCORDANCE

W TH THEI R OFFI Cl AL DUTI ES.

(T) PROPRI ETARY | NFORVATI ON. - - PROPRI ETARY | NFORMATI ON, TRADE
SECRETS AND COWPETI Tl VELY SENSI TI VE | NFORVATION OF A G TY
NATURAL GAS DI STRI BUTI ON OPERATI ON SHALL NOT BE PUBLI C RECORDS
FOR PURPOSES OF THE ACT OF JUNE 21, 1957 (P.L.390, NO 212),
REFERRED TO AS THE RI GHT- TO- KNOW LAW AND SHALL NOT BE SUBJECT
TO MANDATCRY PUBLI C DI SCLOSURE. NOTHI NG I N THI S SECTI ON SHALL
EXEMPT A CI TY NATURAL GAS DI STRI BUTI ON OPERATI ON FROM PROVI DI NG
I NFORVATI ON TO THE COMM SSI ON PURSUANT TO | TS OBLI GATI ON UNDER
SECTI ONS 501 ( RELATI NG TO GENERAL POWERS), 504 ( RELATING TO
REPORTS BY PUBLI C UTILITIES), 505 (RELATING TO DUTY TO FURNI SH
I NFORVATI ON TO COWM SSI ON;  COOPERATI ON | N VALUI NG PROPERTY) AND
506 (RELATI NG TO | NSPECTI ON OF FACI LI TIES AND RECORDS) .

SECTI ON 4. SECTI ONS 3-100, 3-909 AND 5-902 OF THE
PH LADELPH A HOVE RULE CHARTER ARE ABROGATED ON JUNE 30, 2000,
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I NSOFAR AS THEY ARE | NCONSI STENT WTH TH S ACT.

SECTION 5. THE PROVI SIONS OF THI S ACT SHALL NOT SUPERSEDE:

ACT OF MAY 2, 1945 (P.L.382, NO 164), KNOW AS THE
MUNI Cl PALI TY AUTHORI TI ES ACT OF 1945, EXCEPT FOR SECTI ON 4B(L)
OF THAT ACT TO THE EXTENT THAT SECTI ON 4B(1) GRANTS A MUNI Cl PAL
AUTHORI TY FORMED PURSUANT TO 66 PA.C.S. § 2212(M THE PONER COF
EM NENT DOVAIN QUTSIDE | TS MJUNI Cl PAL LIM TS.

ACT OF OCTOBER 18, 1972 (P.L.955, NO 234), KNOWN AS THE FI RST
CLASS CI TY REVENUE BOND ACT.

ACT OF DECEMBER 7, 1982 (P.L.827, NO 231), KNOMW AS THE CI TY
OF PHI LADELPHI A MUNI CI PAL UTI LI TY | NVENTORY AND RECEI VABLES
FI NANCI NG ACT.

SECTION 6. THE PROVI SIONS OF TH S ACT ARE SEVERABLE. | F ANY
PROVI SION OF THI S ACT OR | TS APPLI CATI ON TO ANY PERSON OR
Cl RCUMSTANCE | S HELD | NVALI D, THE I NVALI DI TY SHALL NOT AFFECT
OTHER PROVI SI ONS OR APPLI CATI ONS OF TH S ACT WHI CH CAN BE G VEN
EFFECT W THOUT THE | NVALI D PROVI SI ON OR APPLI CATI ON.

SECTION 7. TH S ACT CONSTI TUTES THE LEQ SLATI ON REFERRED TO
IN SECTION 33(3) OF THE ACT OF MAY 12, 1999 (P.L. , NO 4),
ENTI TLED "AN ACT AMENDI NG THE ACT OF MARCH 4, 1971 (P.L.S6,
NO. 2), ENTITLED ' AN ACT RELATI NG TO TAX REFORM AND STATE
TAXATI ON BY CODI FYI NG AND ENUMERATI NG CERTAI N SUBJECTS OF
TAXATI ON AND | MPCSI NG TAXES THEREQON; PROVI DI NG PROCEDURES FOR
THE PAYMENT, COLLECTI QN, ADM NI STRATI ON AND ENFORCEMENT THEREGF;
PROVI DI NG FOR TAX CREDI TS I N CERTAI N CASES; CONFERRI NG POAERS
AND | MPCSI NG DUTI ES UPON THE DEPARTMENT OF REVENUE, CERTAIN
EMPLOYERS, FI DUCI ARIES, | NDI VI DUALS, PERSONS, CORPORATI ONS AND
OTHER ENTI TI ES; PRESCRI Bl NG CRI MES, OFFENSES AND PENALTI ES, '
REVI SI NG AND ADCPTI NG SALES AND USE TAX PROVI SI ONS ON PROCESSI NG
EXCLUSI ONS, CREDI T SALES AND BAD DEBT SALES; REVI SI NG PERSONAL
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I NCOVE TAX PROVI SI ONS ON SVALL CORPORATI ONS; EXPANDI NG

ELIG BILITY FOR SPECI AL POVERTY PROVI SI ONS; REVI SI NG ESTI MATED
TAX DECLARATI ONS; ELI M NATI NG LOTTERY FUND TRANSFERS; REVI SI NG
CORPCORATE NET | NCOVE TAX PROVI SI ONS ON NONPROFI T ORGANI ZATI ONS,
NET LOSS DEDUCTI ONS AND APPORTI ONVENT OF BUSI NESS | NCOVE;

REVI SI NG CAPI TAL STOCK FRANCHI SE TAX PROVI SI ONS TO REDUCE THE
RATE OF TAXATI ON, REDUCE THE M NI MUM TAX, AND FURTHER PROVI DE
FOR CAPI TAL STOCK FRANCHI SE TAX EXEMPTI ONS, EXCLUSI ONS AND

© o0 N oo o A~ wWw N P

PROCEEDS; ELI M NATI NG THE UTI LI TI ES GROSS RECEI PTS TAX ON

=Y
o

NATURAL GAS; MAKI NG OMNI BUS AMENDVENTS TO THE PUBLI C UTI LI TY

=
=

REALTY TAX; PROVI DI NG FOR A TAX CREDI T FOR COAL WASTE REMOVAL

=
N

AND ULTRACLEAN FUELS; FURTHER PROVI DI NG FOR MALT BEVERAGE TAX

=
w

CREDI TS; FURTHER PROVI DI NG FOR THE RATE OF TAXATI ON FOR THE

H
o

PUBLI C TRANSPORTATI ON ASSI STANCE FUND; FURTHER PROVI DI NG FOR

=Y
(63}

ESTI MATED TAX, FOR PAYMENT OF HARNESS AND THOROUGHBRED RACI NG

=Y
(e}

TAXES AND FOR CORPCORATE TAX TREATMENT OF AUTOMOBI LE CLUBS; AND

=
\l

MAKI NG A REPEAL." THE SECRETARY OF REVENUE SHALL PUBLI SH NOTI CE

=Y
oo

OF THE ENACTMENT OF THI'S ACT I N THE PENNSYLVANI A BULLETI N.

=
O

SECTION 8. THE FOLLOW NG ACTS AND PARTS OF ACTS ARE REPEALED

N
o

I NSOFAR AS THEY ARE | NCONSI STENT WTH TH S ACT:

N
=

ACT OF JUNE 25, 1919 (P.L.581, NO 274), REFERRED TO AS THE

N
N

FI RST CLASS CI TY GOVERNMENT LAW

N
w

ACT OF APRIL 21, 1949 (P.L.665, NO 155), KNOMW AS THE FI RST

N
~

CLASS G TY HOVE RULE ACT.

N
(63}

SECTION 9. TH S ACT SHALL TAKE EFFECT AS FOLLOWE:

N
(e}

(1) THE FOLLOW NG PROVI SI ONS SHALL TAKE EFFECT JUNE 30,

N
~

2000:

N
oo

(1) THE ADDI TION OF THE DEFI NI TION OF "CI TY NATURAL

N
(o]

GAS DI STRI BUTI ON OPERATION' IN 66 PA.C.S. § 102.
30 (I'l') THE INCLUSION OF A CITY NATURAL GAS
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DI STRI BUTI ON OPERATI ON | N THE DEFI NI TI ON OF "NATURAL GAS
DI STRI BUTI ON COVPANY" IN 66 PA.C.S. § 2202.
(I11) THE ADDITION OF 66 PA.C.S. § 2212.
(V) SECTION 4 OF TH'S ACT.
(V) SECTION 8 OF TH' S ACT.
(2) THE FOLLOW NG PROVI SI ONS SHALL TAKE EFFECT
| MVEDI ATELY:
(1) THE ADDITION OF 66 PA.C.S. § 2203(15).
(I1) TH'S SECTI ON.
(3) THE FOLLOWN NG PROVI SI ONS SHALL TAKE EFFECT JULY 1,
1999, OR | MVEDI ATELY, WHI CHEVER | S LATER
(1) THE AMENDMENT OF 66 PA.C.S. §§ 1307(F) AND (O,
1317 AND 1318.
(1) THE ADDI TION OF 66 PA.C.S. § 2201.
(I11) EXCEPT AS PROVI DED | N PARAGRAPH (1) (I1), THE
ADDI TION OF 66 PA.C.S. § 2202.
(1V) EXCEPT AS PROVI DED | N PARAGRAPH (2) (1), THE
ADDI TION OF 66 PA.C.S. § 2203.
(V) THE ADDI TION OF 66 PA.C.S. 8§ 2204 THROUGH 2211.
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