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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; AND MAKI NG A REPEAL
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Sections 1307(f) and (g), 1317 and 1318 of Title
66 of the Pennsylvania Consolidated Statutes are anmended to
read:
§ 1307. Sliding scale of rates; adjustnents.
* * %

(f) Recovery of natural gas costs.--

(1) Natural gas [distributors] distribution conpanies,

as defined in section 2202 (relating to definitions), with

gross intrastate annual operating revenues in excess of

$40, 000,000 may file tariffs reflecting actual and projected

i ncreases or decreases in their natural gas costs and the
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tariffs shall have an effective date six nonths fromthe date
of filing. The comm ssion shall promul gate regul ations
establishing the tinme and manner of such filing, but, except

for adjustnments pursuant to a tariff nechani sm authorized in

this title, no such natural gas [utility] distribution

conpany shall voluntarily file nore than one such tariff in a

12-nmont h period: Provided, That [nothing]:

(i) Nothing contained herein shall prohibit any

party from advi sing the comm ssion that there has been or
there is anticipated to be a significant difference
bet ween the natural gas costs to the [utility] natura

gas di stribution conpany and the costs reflected in the

then effective tariff or the comm ssion from acting upon
such advi ce.

(ii) A natural gas distribution conpany nay al so

file a tariff to establish a nechani sm by whi ch such

natural gas distribution conpany may further adjust its

rates for natural gas sales on a regqular, but no nore

frequent than nonthly, basis to refl ect actual or

proj ected changes in natural gas costs reflected in rates

est abl i shed pursuant to paradgraph (2), subject to annual

reconciliation under paragraph (5). In the event that the

natural gas distributi on conpany adjusts rates nore

frequently than quarterly, it shall also offer retail gas

custoners a fixed rate option which recovers natural gas

costs over a 12-nonth period, subject to annual

reconciliation under paragraph (5). The conm ssion shall,

within 60 days of the effective date of this

subpar agr aph, pronul gate rul es or requl ati ons gover ni ng

such adjustnents and fi xed rate option, but the
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commi ssi on shall not prohibit such adjustnents or fixed

rate opti on.

(2) The conm ssion shall conduct an investigation and

hold a hearing or hearings, with notice, to [investigate]

section 1317 (relating to requl ati ons of natural gas costs).

VWhere there has been an indication of consuner interest, the
hearing shall be held in the service territory of the natura

gas [distributor] distribution conpany. Prior to the

effective date of the filing, the conm ssion shall issue an
order establishing the rate to be charged to reflect such
[increases or decreases] changes in natural gas costs. [Rates
est abl i shed under this subsection do not constitute either a
sliding scale of rates or an automatic adjustnent subject to

the prohibitions in subsections (a) and (b).] The conm ssion

shall annually revi ew and approve pl ans for purposes of

reliability and supply. Such rates, however, are subject to

the [kinds] types of audits, reports and proceedi ngs required
by subsection (d).

(3) Wthin 60 days followi ng the end of such 12-nonth
period as the conm ssion shall designate, each [public

utility] natural gas distribution conpany subject to this

subsection shall file with the comm ssion a statenment which
speci fies for such period:
(i) The total revenues received pursuant to this
secti on.

(ii) The total [gas expense] natural gas costs

i ncurred.
(ti1) The difference between the amounts specified

by subparagraphs (i) and (ii).
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(iv) [Evidence explaining how actual] How act ual

natural gas costs incurred differ fromthe natural gas

costs all owed under paragraph (2) and why such
di fferences occurred.

(v) How these natural gas costs are consistent with

a |l east cost procurenment policy as required by section
1318 (relating to determ nation of just and reasonabl e
[natural] gas cost rates).
Such report shall be a matter of public record and copies
t hereof shall be nade avail able by the [gas distributor]

natural gas distribution conpany to any person upon request.

Copies of the reports shall be filed with the Ofice of

Consuner Advocate and the Ofice of Snall Busi ness Advocate

at the same tine as they are filed with the conmm ssi on.
(4) The conmi ssion shall hold a public hearing on the

subst ance of such statenment submitted by a [utility] natura

gas distribution conpany as required in paragraph (3) and on
any related matters.
(5) The conm ssion, after hearing, shall determ ne the

portion of the [conpanies] conpany's natural gas distribution

actual natural gas costs in the previous 12-nonth period

whi ch neet the standards set out in section 1318. The
commi ssion shall, by order, direct each [gas utility] natural

gas _distribution conpany subject to this subsection to refund

to its [patrons any] custoners gas revenues coll ected

pursuant to paragraph (2) which exceed the anpbunt of actual

[ gas expenses] natural gas costs incurred consistent with the

standards in section 1318 and to recover fromits [patrons]
custoners any anmount by which the actual [gas expenses,]

natural gas costs, which have been incurred consistent with
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t he standards in section 1318, exceed the revenues coll ected
pursuant to paragraph (2). Absent good reason to the
contrary, the conm ssion shall issue its order within six
nmonths following the filing of the statenent described in
par agraph (3). Refunds to [patrons] custoners shall be made
with interest, [which shall be the average rate of interest
specified for residential nortgage |ending by the Secretary
of Banking in accordance with the act of January 30, 1974

(P.L.13, No.6), referred to as the Loan Interest and

Protection Law,] at the legal rate of interest plus two

conmmi ssion orders refunds[:], and recoveries from custoners

shall include interest at the legal rate of interest:

Provi ded, That nothing contained herein shall limt the
applicability of any defenses, principles or doctrines which
woul d prohibit the commssion's inquiry into any natters
that were decided finally in the comm ssion's order issued
under paragraph (2).

(6) The conmm ssion shall require that custoners

transferring fromsales to transportati on servi ce be subject

to the over or under collection adjustnent provided for in

par agraph (5) and shall require further that custoners

transferring fromtransportati on service to sales service not

be subject to the over or under coll ection adjustnent for an

appropri ate period follow ng either such transfer.

(g) Definition.--As used in this section, [the term "natural

gas" includes natural gas, |iquefied natural gas, synthetic
natural gas and any natural gas substitutes.] the terns "natural
gas costs" and "gas costs" include the direct costs paid by a
natural gas distribution conpany for the purchase and the
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delivery of natural gas to its systemin order to supply its

custoners. Such costs may include costs paid under aqgreenents to

purchase natural gas fromsellers; costs paid for transporting

natural gas to its systent costs paid for natural gas storage

service fromothers, including the costs of injecting and

wi thdrawi ng natural gas from storage; all charges, fees, taxes

and rates paid in connection with such purchases, pipeline

gat heri ng, storage and transportati on; and costs paid for

enpl oyi ng futures, options and other ri sk managenent t ool s.

"Natural gas" and "qgas" include natural gas, |iquified natural

gas, synthetic natural gas and any natural gas substitutes.

8§ 1317. Regulation of natural gas costs.

(a) GCeneral rule.--In every rate proceeding instituted by a
natural gas distribution utility, pursuant to section 1307(f)
(relating to sliding scale of rates; adjustnents), each such
utility shall be required to [provide] supply to the conm ssion
such information, to be established by conm ssion regul ati on
wi thin 120 days of the passage of this section, that will permt
t he comm ssion to make specific findings as to whether the
utility is pursuing a | east cost fuel procurenent policy,
consistent with the utility's obligation to provide safe,
adequate and reliable service to its customers. Such infornmation
shal | include, but need not be limted to, information, data and
statenments regarding

(1) The utility's participation in rate proceedi ngs
before the Federal Energy Regul atory Comm ssion which affect
the utility's gas costs.

(2) The utility's efforts to negotiate favorable
contracts with gas suppliers and to renegoti ate existing

contracts with gas suppliers or take |l egal actions necessary

19990S0601B1049 - 6 -
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torelieve the utility fromexisting contract terns which are

or may be adverse to the interests of the utility's

rat epayers.

(3) The utility's efforts to secure | ower cost gas
supplies both within and outside of the Comobnwealth,

i ncludi ng the use of transportation arrangenents wth

pi pelines and ot her gas distribution conpanies.

(4) The sources and anounts of all gas supplies which
have been w thheld or have been caused to be withheld from
the market by the utility and the reasons why such gas is not
to be utilized.

(b) Integrated gas conpanies.--In the case of a natural gas
distribution utility which purchases all or part of its gas
supplies froman affiliated interest, as that termis defined in
section 2101 (relating to definition of affiliated interest),
such utility shall, in addition to the materials required in
subsection (a), be required to provide to the comm ssion such
information, to be established by comm ssion regulation within
120 days of the passage of this section, that will permt the
commi ssion to nake specific findings as to whether any purchases
of gas froman affiliated interest are consistent with a | east
cost fuel procurenent policy, consistent with the utility's
obligation to provide safe, adequate and reliable service to its
customers. Such information shall include, but need not be
l[imted to, statenments regarding:

(1) Efforts made by the utility to obtain gas supplies
fromnonaffiliated interests.

(2) The specific reasons why the utility has purchased
gas supplies froman affiliated interest and denonstrati on

t hat such purchases are consistent with a | east cost fuel
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procurenent policy.

(3) The sources and anounts of all gas supplies which
have been withheld fromthe market by the utility or any
affiliated interest and the reasons why such gas is not being
utilized.

(c) Reliability plans.--As part of its filing under section

1307(f) or if it is not required to make such a filing on an

annual basis, a natural gas distributi on conpany, as defined in

section 2202 (relating to definitions), shall file a proposed

reliability plan with the conmm ssion which shall, at a m ni num

identify the foll ow ng:

(1) The projected peak day and seasonal requirenents of

the firmcustoners utilizing the distribution system of the

natural gas distributi on conpany during the 12-nonth

proj ected period specified in section 1307(f)(1). VWere

operationally required, the desi gn peak day requirenents

shall be specified for discrete segnents of each natural gas

di stribution system

(2) The transportati on capacity, storage, peaking or on

system producti on that ensures deliverability of the natural

gas supplies necessary to neet such projected period peak day

and seasonal requirenents.

(d) Supply plans.--As part of its filing under section

1307(f), a natural gas distribution conpany shall file a

proposed plan with the connmi ssion for acquisition or recei pt of

natural gas suppli es.

[(c)] (e) Definition.--As used in this section, the [term

"natural gas" includes natural gas, liquified natural gas,

synthetic natural gas and any natural gas substitutes] terns

"natural gas costs," "gas costs," "natural gas" and "qgas
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have the sane definitions as provided in section 1307(Q).

§ 1318. Determination of just and reasonable [natural] gas cost
rates.
(a) GCeneral rule.--1n establishing just and reasonabl e rates

for those natural gas distribution [utilities] conpanies, as

defined in section 2202 (relating to definitions), with gross
intrastate operating revenues in excess of $40, 000, 000 under
section 1307(f) (relating to sliding scale of rates;

adj ustments) or 1308(d) (relating to voluntary changes in rates)
or any other rate proceedi ng, the conm ssion shall consider the
materials provided by the utilities pursuant to section 1317
(relating to regulation of natural gas costs). No rates for a
natural gas distribution utility shall be deened just and
reasonabl e unl ess the comm ssion finds that the utility is
pursuing a | east cost fuel procurenent policy, consistent with
the utility's obligation to provide safe, adequate and reliable
service to its custonmers. In making such a determ nation, the
commi ssion shall be required to make specific findings which
shall include, but need not be limted to, findings that:

(1) The utility has fully and vigorously represented the
interests of its ratepayers in proceedi ngs before the Federal
Ener gy Regul atory Commi ssi on.

(2) The utility has taken all prudent steps necessary to
negoti ate favorabl e gas supply contracts and to relieve the
utility fromterns in existing contracts with its gas
suppliers which are or nay be adverse to the interests of the
utility's ratepayers.

(3) The utility has taken all prudent steps necessary to
obtain | ower cost gas supplies on both short-term and | ong-

term bases both within and outside the Commobnweal t h,

19990S0601B1049 - 9 -
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i ncludi ng the use of gas transportation arrangenents wth

pi pelines and ot her distribution conpanies.

(4) The utility has not withheld fromthe market or
caused to be withheld fromthe market any gas supplies which
shoul d have been utilized as part of a | east cost fuel
procurenent policy.

(b) Limtation on gas purchased fromaffiliates.--In any
instance in which a natural gas distribution [utility] conpany
purchases all or part of its gas supplies froman affiliated
interest, as that termis defined in section 2101 (relating to
definition of affiliated interest), the comm ssion, in addition
to the determ nations and findings set forth in subsection (a),
shall be required to nake specific findings with regard to the
j ustness and reasonabl eness of all such purchases. Such findings
shall include, but not be limted to findings:

(1) That the utility has fully and vigorously attenpted
to obtain | ess costly gas supplies on both short-term and
| ong-term bases fromnnonaffiliated interests.

(2) That each contract for the purchase of gas fromits
affiliated interest is consistent with a | east cost fuel
procurenent policy.

(3) That neither the utility nor its affiliated interest
has withheld fromthe nmarket any gas supplies which should
have been utilized as part of a |east cost fuel procurenent
policy.

(c) Shut-in gas; special rule.--1n determ ning whether a gas
utility has purchased the | east costly natural gas avail abl e,

t he comm ssion shall consider as available to the utility any
gas supplies that reasonably could have been brought to market

during the rel evant period but which were voluntarily wthheld

19990S0601B1049 - 10 -
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fromthe market by the utility or an affiliated interest of the
utility.

(d) O her regulatory approvals.--The fact that a contract or
rate has been approved by a Federal regul atory agency for
i nterstate ratemaki ng purposes shall not, in and of itself, be
adequate to satisfy the utility's burden of proof that gas
prices and vol unmes associated with such contract or rate are
just and reasonabl e for purposes of this section.

(e) Reports.--Each natural gas distribution utility with
gross intrastate annual operating revenues in excess of
$40, 000, 000 shall file with the conmission [and], the Ofice of

Consuner Advocate and the Ofice of Snmll Busi ness Advocate, in

accordance with regul ations to be prescribed by the comm ssion,
quarterly reports setting forth the actual gas costs incurred by
the utility on a nonthly basis. Actual gas costs shall be
reviewed for their accuracy by the Bureau of Audits at | east
annual ly and the results of that review shall be submtted to
t he conmi ssi on.

(f) Definition.--As used in this section, the [termincludes
natural gas, liquified natural gas, synthetic natural gas and

any natural gas substitutes.] terns "natural gas" "natural gas

costs," "gas costs," and "gas" shall have the sanme definitions

as provided in section 1307(q).

Section 2. Subpart D of Part | of Title 66 is anmended by
addi ng a chapter to read:
CHAPTER 22
NATURAL GAS COMPETI TI ON
Sec.
2201. Short title of chapter.
2202. Definitions.

19990S0601B1049 - 11 -



© 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

2203. Standards for restructuring of natural gas utility
i ndustry.

2204. 1 npl enent ati on.

2205. Duties of natural gas distribution conpanies.

2206. Consuner protections and customer service.

2207. Qoligation to serve.

2208. Requirenents for natural gas suppliers.

2209. Market power renediation.

2210. Approval of proposed nergers, consolidations,
acqui sitions or dispositions.

2211. Rate caps.

§ 2201. Short title of chapter.

This chapter shall be known and nay be cited as the Natural
Gas Choi ce and Conpetition Act.

§ 2202. Definitions.

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

"Consumer protection.” The standards, practices and service
protections for retail gas custoners, including those provided
for in 52 Pa. Code Ch. 56 (relating to standards and billing
practices for residential utility service), as well as
appl i cabl e Federal and State debt/credit collection statutes and
any regul ations or orders of the comm ssion that provide such
protections, as may be nodified by the comm ssion fromtine to
tinme.

"Entity." A person or corporation as defined in section 102
(relating to definitions).

"Natural gas distribution conpany.” A public utility that

provi des natural gas distribution services and which nay provide

19990S0601B1049 - 12 -



1 natural gas supply services and other services. For purposes of
2 this chapter, this term does not include:

3 (1) any public utility subject to the jurisdiction of

4 t he comm ssi on which has annual gas operating revenues of

5 | ess than $6, 000, 000 per year, except where the public

6 utility voluntarily petitions the comm ssion to be included
7 within this definition or where the public utility seeks to
8 provi de natural gas supply services to retail gas custoners
9 outside its service territory; or

10 (2) any natural gas public utility subject to the

11 jurisdiction of the conm ssion that is not interconnected to
12 an interstate gas pipeline by neans of a direct connection or
13 an indirect connection through the distribution system of

14 anot her natural gas public utility or through a natural gas
15 gat hering system

16 "Natural gas distribution service.” The delivery of natural

17 gas to retail gas custoners utilizing the jurisdictional

18 facilities of the natural gas distribution conpany.

19 "Natural gas supplier.” An entity other than a natural gas
20 distribution conpany, but including natural gas distribution
21 conpany marketing affiliates, which provides natural gas supply
22 services to retail gas custoners utilizing the jurisdictional
23 facilities of a natural gas distribution conpany. The term

24 includes a natural gas distribution conpany that provides

25 natural gas supply services outside its certificated service
26 territories. The termincludes a municipal corporation, its

27 affiliates or any joint venture, to the extent that it chooses
28 to provide natural gas supply services to retail custoners

29 located outside of its corporate or municipal limts, as

30 applicable, other than:

19990S0601B1049 - 13 -
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(i) as provided prior to the effective date of this
chapter, pursuant to a certificate of public convenience
if required under this title;
(i1i) total natural gas supply services in de mnims
anmount s;
(ti1) natural gas supply services requested by, or
provided with the consent of, the public utility in whose
certificated territory the services are provided; or
(iv) natural gas supply services provided to the
muni ci pal corporation itself or its tenants on land it
owns or |eases, or is subject to an agreenent of sale or
pendi ng condemation, as of Septenber 1, 1999, to the
extent permtted by applicable | aw i ndependent of this
chapter.
The term excludes an entity to the extent that it provides free
gas to end-users under the terns of an oil or gas |ease.
Not wi t hst andi ng any other provision of this title, a natural gas
supplier that is not a natural gas distribution conpany is not a
public utility as defined in section 102 (relating to
definitions) to the extent that the natural gas supplier is
utilizing the jurisdictional distribution facilities of a
natural gas distribution conpany or is providing other services
aut hori zed by the comm ssi on.
"Natural gas supply services."

(1) The termincludes:

(1) The sale or arrangenent of the sale of natural
gas to retail gas custoners; and

(ii) services that nay be unbundl ed by the
conmm ssi on under section 2203(3) (relating to standards

for restructuring of natural gas utility industry).

19990S0601B1049 - 14 -



1 (2) The termdoes not include distribution service.

2 "Reliability.” The termconprises adequacy and security. The
3 term "adequacy" neans the provision of sufficient volunmes and

4 deliverability of natural gas so as to supply the requirenents

5 of retail gas eensurers CUSTOVERS, taking into account peak and <—
6 seasonal demands, as well as isolated market areas and system

7 operation contingencies. The term"security” means desi gning,

8 nmaintaining and operating a systemso that it can safely handl e
9 extrenme conditions, as well as emergenci es.

10 "Retail gas custonmer.” A direct purchaser of natural gas

11 supply services or natural gas distribution services, other than
12 a natural gas supplier. The term excludes an occupant of a

13 building or facility where the owner/operators manage the

14 internal distribution systemserving such building or facility
15 and supply natural gas and other related services to occupants
16 of the building or facility; where such owner/operators are

17 direct purchasers of natural gas supply service; and where the
18 occupants are not direct purchasers.

19 "Uni versal service and energy conservation." Policies,
20 practices and services that help residential |owinconme retai
21 gas customers and other residential retail gas custoners
22 experiencing tenporary energencies, as defined by the
23 comm ssion, to maintain natural gas supply and distribution
24 services. The termincludes retail gas customer assistance
25 prograns, term nation of service protections and consuner
26 protection policies and services that help residential |ow
27 inconme custoners and other residential customers experiencing
28 tenporary energencies to reduce or manage energy consunption in
29 a cost-effective manner, such as the | owincone usage reduction

30 prograns and consumer educati on.
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§ 2203. Standards for restructuring of natural gas utility
i ndustry.

The foll ow ng interdependent standards shall govern the
conmmi ssion's actions in adopting rules, orders or policies and
in review ng, assessing and approving each natural gas
di stribution conpany's restructuring filings and overseeing the
transition process and regul ation of the restructured natural
gas utility industry:

(1) The conm ssion shall adopt and enforce standards as
necessary to ensure continuation of the safety and
reliability of the natural gas supply and distribution
service to all retail gas customers. In adopting the
st andards, the conm ssion shall consider the absence of any
appl i cabl e i ndustry standards and practices or adopt
standards in conformty with industry standards and practices
neeting the standards of this chapter. The application of
such standards shall be in a manner that incorporates the
operating requirenments of the different natural gas
di stribution conpani es.

(2) Consistent with section 2204 (relating to
i npl enentation), the comm ssion shall allow retail gas
custoners to choose anong natural gas suppliers and natura
gas distribution conpanies to the extent that they offer such
natural gas supply services. Retail gas custoners shall be
abl e to choose fromthese suppliers a variety of products,
including, but not limted to, different supply and pricing
options, and services that evolve as the conpetitive
mar ket pl ace matures. Neither any natural gas supplier nor any
natural gas distribution conpany shall offer interruptible

gas service to any essential human needs retail gas customer
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| acking installed and operable alternative fuel capability or
to any residential RETAIL GAS custoner. <—

(3) The conmi ssion shall require natural gas
di stribution conpani es to unbundl e natural gas supply
services such that separate charges for the services can be
set forth in tariffs and on retail gas custonmers' bills. In
its restructuring filing, the natural gas distribution
conpany shall establish systemreliability standards and
capacity contract mtigation paraneters and address the
unbundl i ng of commodity, capacity, storage, bal ancing and
aggregat or services. The conm ssion nay address the
unbundl i ng of other services only through a rul emaking. In
conducting the rul emaki ng, the comm ssion shall consider the
i mpact of SUCH unbundling on the | abor force, the creation of <—
stranded costs, safety, reliability, consumer protections,
uni versal service and the potential for unbundling to offer
savi ngs, new products and additional choices or services to
retail gas custoners. The commi ssion's decisions shall assure
t hat standards and procedures for safety and reliability,
consuner protections and universal service are naintained at
| evel s consistent with this chapter.

(4) Consistent with the provisions of section 2204, the
commi ssion shall require that a natural gas distribution
conpany that owns or operates jurisdictional distribution
facilities shall provide distribution service to all retai
gas custonmers in its service territory and to all natural gas
suppliers, affiliated or nonaffiliated, on nondiscrimnatory
rates, terms of access and other conditions.

(5) The conmmi ssion shall require that restructuring of

the natural gas utility industry be inplenented in a manner
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t hat does not unreasonably discrimnate agai nst one custoner
class for the benefit of another.

(6) After notice and hearings, the comm ssion shal
establish for each natural gas distribution conmpany an
appropri ate nonbypassabl e, conpetitively neutral cost-
recovery nechani smwhich is designed to recover fully the
natural gas distribution conpany's universal service and
energy conservation costs over the life of these prograns.
Except as provided in paragraph (10), policies, activities
and services under this paragraph shall be funded and spent
in each natural gas distribution COMWPANY'S service territory. <—
Not hing in this chapter shall be construed to prohibit public
funding or voluntary funding by third parties of a natural
gas distribution conpany's universal service and energy
conservation prograns.

(7) The conm ssion shall, at a mninmum continue the
| evel and nature of the consuners protections, policies and
services within its jurisdiction that are in existence as of
the effective date of this chapter to assist |owincone
retail gas custoners to afford natural gas services.

(8) The conmi ssion shall ensure that universal service
and energy conservation policies, activities and services are
appropriately funded and avail able in each natural gas
di stribution service territory. The conm ssion shal
encour age the use of conmunity-based organi zati ons that have
t he necessary technical and adm nistrative experience to be
the direct providers of services or progranms which reduce
energy consunption or otherw se assist |owincone retail gas
custoners to afford natural gas service. Prograns under this

par agr aph shall be subject to the adm nistrative oversight of
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t he comm ssion, which shall ensure that the prograns are
operated in a cost-effective nmanner.

(9) Each natural gas distribution conpany shall set
forth in its restructuring filing an initial proposal to neet
its universal service and energy conservation obligations.

(10) Consistent with paragraph (7), the comm ssion shal
convene a task force to review universal service prograns and
their funding. The task force shall issue a report to the
comm ssion by Decenber 31, 1999, and annually thereafter.
Reconmendati ons regardi ng the use of general State revenue
shall be concurrently forwarded to the General Assenbly.

(11) The comm ssion shall continue to regulate rates for
natural gas distribution services for new and existing retai
gas custonmers in accordance with Chapter 13 (relating to
rates and rate making) and this chapter.

(12) The comm ssion shall nake its determ nations
pursuant to this chapter and shall adopt such orders or
regul ati ons as necessary and appropriate to ensure that
natural gas suppliers neet their supply and reliability
obligations, including, but not limted to, establishing
penalties for failure to deliver natural gas and revoking
licenses. Any affected entity may at any tinme petition the
commi ssion to anmend or rescind any such order or regulation
i ssued or promul gated under this chapter.

(13) Each natural gas distribution conpany shall set
forth in its restructuring filing an initial proposal to neet
its enployee transition obligations precipitated by this
chapter.

(14) The natural gas distribution conmpany may conti nue

to provide natural gas service to its custoners under al
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tariff rate schedules and riders incorporated into its
tariff, and policies or prograns, existing on the effective
date of this 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 COVM SSI ON W TH SUFFI CI ENT
I NFORMATI 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 SS| ON
UNDER PARAGRAPH (1).
(1) PROVIDE AT LEAST 60 DAYS WRI TTEN NOTI CE OF
SUCH LAYOFF OR TERM NATI ON TO THE COVPANY' S EMPLOYEES
AUTHORI ZED BARGAI NI NG REPRESENTATI VE.
§ 2204. Inplenentation.
(a) Conmencenent of customer choice. --Begi nning on Novenber
1, 1999, unless the conm ssion for good cause shown extends this
period by no nore than eight nonths, consistent with this
chapter, all retail gas custonmers of natural gas distribution
conpani es shall have the opportunity to purchase natural gas
supply services froma natural gas supplier or their natural gas
di stribution conpany to the extent it offers such services. The
choi ce of natural gas suppliers shall rest with the RETAIL GAS <—
custoner. The conmi ssion shall adopt orders, rules, regulations
and policies as shall be necessary and appropriate to inplenment
fully this chapter within the tinme frames specified in this
chapter, provided that the comm ssion may, in the context of

each natural gas distribution conpany's restructuring
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proceedi ng, establish the tinme frames for inplenentation of
speci fic conmponents of each natural gas distribution conmpany's
restructuring plan.

(b) Restructuring filings.--Al natural gas distribution
conpanies in this Coomonwealth shall file with the conmm ssion,
pursuant to a schedule to be determ ned by the conm ssion in
consultation with the natural gas distribution conpanies, a
restructuring filing consistent with this chapter and with any
orders, rules or regul ati ons adopted by the conmm ssi on.

(c) Conmi ssion review. --

(1) The conm ssion shall reviewthe restructuring filing
of each natural gas distribution conpany and shall, after
open evidentiary hearings with proper notice and opportunity
for all parties to cross-exam ne witnesses and brief issues,
i ssue an order accepting, nodifying or rejecting such filing
at the earliest date possible, but no Iater than nine nonths
fromthe filing date

(2) In issuing the restructuring order, the comr ssion
may consider the results of any coll aborative process
previously engaged in during or prior to the restructuring
pr oceedi ng.

(3) If the commission nodifies or rejects a
restructuring filing, it shall state the specific reasons for
nodi fication or rejection and direct the natural gas
di stribution conpany to address such objections w th another
filing wthin 30 days of the entry date of the comm ssion
order nmodifying or rejecting the prior filing.

(4) The conmi ssion shall reviewthe alternative filing,
solicit conmments and reply comments frominterested parties

and issue a final order within 45 days of the revised filing.
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(d) Rel ease, assignnent or assighrent TRANSFER of

capacity. --

(1) A natural gas distribution conpany hol ding contracts
for firmstorage or transportation capacity, including gas
supply contracts wi th Pennsyl vani a producers, on the
effective date of this chapter may, at its option, rel ease,
assign or otherw se transfer such capacity, or Pennsylvani a
supply, in whole or part, associated with those contracts on
a nondi scrimnatory basis to |icensed natural gas suppliers
or large commercial or industrial customers on its system

(2) Contracts which by their terns nust be renewed
wi thin 150 days after the effective date of this chapter or
contracts for which the last day for notice of renewal or
nonrenewal pursuant to the notice provision of the contract
has occurred or is within 150 days after the effective date
of this chapter and which are renewed pursuant to such notice
requi renents shall also be subject to the provisions of this
subsecti on.

(3) Such rel ease, assignnent or transfer shall be at the
applicable contract rate for such capacity, or Pennsylvani a
supply, and shall be subject to applicable contractua
arrangenents and tariffs. The amobunt so rel eased, assigned or
transferred shall be sufficient to serve the |evel of the
custoners' requirements for which the natural gas
di stribution conpany has procured such capacity, determ ned
in accordance with the natural gas distribution conmpany's
tariff or procedures approved in its restructuring
pr oceedi ngs.

(4) The licensed natural gas supplier shall accept such

rel ease, assignnment or transfer of that capacity, or
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Pennsyl vani a supply, and enter into all applicable contracts
or agreenents, as a condition of serving retail gas customers
on the natural gas distribution conpany's system

(5 On or after July 1, 2002, the comm ssion shall have
the authority to prevent such assignnments, rel eases or
transfers under either of the follow ng circunstances:

(i) the natural gas distribution conpany, alone or
together with one or nore natural gas suppliers,
voluntarily proposes an alternative to such assignnents,
rel eases or transfers and the conmm ssion finds such
alternative to be in the public interest; or

(i) upon the petition of the |icensed natural gas
supplier who desires to use alternate interstate storage
or transportation capacity to serve its custoners on the
natural gas distribution conpany's system the conm ssion
makes the following findings and issues a final order as
to which all appeals have been exhausted in which:

(A) The conmission finds that the alternate
capacity which the natural gas supplier seeks to
utilize nmeets the operational needs and reliability
standards of the natural gas distribution conpany.

(B) The conm ssion confirms that the natural gas
di stribution conpany's specific transportation and
storage capacity contracts to be displaced are no
| onger needed to serve firmcustoners of the natural
gas distribution conpany.

(C© The conm ssion authorizes the natural gas
di stribution conpany to follow a specific, witten
mtigation plan approved by the comm ssion or, if

such a plan is not approved or applicable, to post
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t he di splaced capacity for release in accordance with
the rules and regul ati ons of the Federal Energy
Regul at ory Conmi ssion and applicabl e requirenents of
interstate pipelines.

(D) The conm ssion authorizes the natural gas
di stribution conpany to recover the difference
bet ween the anmount the natural gas distribution
conpany is required to pay under the applicable
contract terns for the capacity rel eased, assigned or
transferred pursuant to subparagraph (c) and the
anount the natural gas distribution conpany receives
froman entity, if any, that acquires such capacity.
Under no circunstances, however, shall such recovery
result in shifting of costs between custoner classes
or in any increase in rates to custoners who conti nue
to purchase natural gas supplies fromthe natural gas
di stribution conpany acting in its supplier of |ast
resort function.

(6) Prior to making the filing provided for in paragraph
(5), the natural gas supplier shall neet with the natural gas
di stribution conpany to discuss the natural gas supplier's
proposed alternatives to the existing gas supply or capacity
contracts or to their mandatory assignnent.

(7) Those natural gas distribution conpanies having gas
supply contracts wi th Pennsyl vani a producers nay address the
i ssue of post-July 1, 2002, assignnment of such contracts in
their restructuring proceeding or thereafter.

(e) New and renewed capacity. --
(1) Subject to the service obligations inposed by this

title, and to the extent such capacity is not needed to neet
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the natural gas distribution conpany's |east cost fuel
procurenent and ot her applicable standards pursuant to this
title, prior to entering into new or renewed contracts for
firmstorage or transportation capacity not subject to
subsection (d)(1), (2), (3) or (4) each natural gas
di stribution conpany shall offer on a nondiscrimnatory basis
to each natural gas supplier licensed to do business on its
system and to large volune industrial or comerci al
custoners of the natural gas distribution conmpany being
served by such contracts, the opportunity to renew such
contracts, pursuant to the rules and regul ati ons of the
Federal Energy Regul atory Comm ssion, or to enter into other
contracts for capacity.

(2) The capacity shall neet the reliability criteria of
the natural gas distribution conpany and, in the case of
| arge volunme industrial and commercial custoners being served
by such contracts, shall neet their current requirenents.

(3) Each natural gas distribution conmpany shall utilize
t he col | aborative process established pursuant to subsection
(f) to address its capacity requirenents.

(4) Absent the natural gas supplier or |arge volune
i ndustrial or commrercial customer taking or providing such
capacity, the natural gas distribution conpany shall file
wi th and obtain approval fromthe conmm ssion for such
contracts necessary to ensure sufficient capacity to neet
current and projected custoner requirenents considering the
comm tments of natural gas suppliers.

(5) Prior to being displaced by a natural gas supplier's
alternate interstate storage or transportati on capacity,

contracts renewed or entered into by the natural gas
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di stribution conmpany pursuant to this subsection shall be

subject to the process set forth in subsection (d).

(f) Wbrking group and col | aborative process.--Inits
restructuring proceeding, a natural gas distribution conpany
shall set forth a process to establish a working group of
i censed natural gas suppliers having custonmers on the natural
gas distribution conpany's system and representatives of the
residential, commercial and industrial custoner classes to:

(1) Meet on a schedul ed basi s.

(2) Seek resolution of operational and capacity issues

rel ated to custoner choice.

The final determ nation of operational and reliability issues
resides with the natural gas distribution conpany. In addition,
the natural gas distribution conpany shall include inits
restructuring filing a collaborative process to address broader
i ssues relating to unbundling, custoner choice and deregul ati on.

(g) Investigation and report to General Assenbly.--Five
years after the effective date of this chapter, the comm ssion
shall initiate an investigation or other appropriate proceeding,
in which all interested parties are invited to participate, to
determ ne whether effective conpetition for natural gas supply
services exists on the natural gas distribution conpanies’
systens in this Cormonweal th. The comm ssion shall report its
findings to the General Assenbly. Should the comm ssion concl ude
that effective conpetition does not exist, the comm ssion shal
reconvene the stakeholders in the natural gas industry in this
Commonweal th to expl ore avenues, including |egislative, for
encouragi ng i ncreased conpetition in this Commonweal t h.

(H DI SPLACED EMPLOYEE PROGRAM - - THE DEPARTMENT OF LABOR AND
| NDUSTRY SHALL ESTABLI SH AND | MPLEMENT A PROGRAM TO ASSI ST THE
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NATURAL GAS DI STRI BUTI ON COVPANY EMPLOYEES WHO ARE DI SPLACED BY
THE TRANSI TI ON TO RETAI L COWPETI Tl ON PRECI PI TATED BY THI 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
§ 2205. Duties of natural gas distribution conpanies.

(a) Integrity of distribution system --

(1) Each natural gas distribution conpany shall naintain
the integrity of its distribution systemat |east in
conformty with the standards established by the Federal
Department of Transportation and such ot her standards
practiced by the industry in a manner sufficient to provide
safe and reliable service to all retail gas custoners
connected to its systemconsistent with this title and the
conmi ssion's orders or regul ations.

(2) In performng such duties, the natural gas
di stribution conpany shall inplenent procedures to require
all natural gas suppliers to supply natural gas to the
natural gas distribution conpany at |ocations, vol unes,
qualities and pressures that are adequate to neet the natural
gas supplier's supply and reliability obligations to its
retail gas custoners and the natural gas distribution
conpany's supply and reliability obligations to its retai
gas customers. The procedures shall include, but not be
limted to:

(1) A conmunication protocol with natural gas
suppl i ers.
(1i) An ability to issue system nai ntenance orders

to control the flow of gas into the distribution system
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(iii1) The right to issue and enforce penalties
pursuant to comm ssion direction, provided, however, that

t he comm ssion may approve additional procedures of |ike

nature by order or regulation to preserve reliability.
(b) Installation and inprovenent of facilities.--

(1) The natural gas distribution conpany shall not have
an obligation to install nonstandard facilities, either as to
type or location, for the purpose of receiving natural gas
fromthe natural gas supplier unless the natural gas supplier
or its retail gas custoner pays the full cost of these
facilities.

(2) Nothing in this chapter shall prevent the natural
gas distribution conpany from mai ntaining and upgrading its
systemto neet retail gas customer requirenments consistent
with the requirenment of section 1501 (relating to character
of service and facilities) or conpliance with other statutory
and regul atory requirenents.

(3) Disputes concerning facilities shall be subject to
the jurisdiction of the comm ssion and may be initiated by
the filing of a conplaint under section 701 (relating to
conplaints) by the comm ssion or any interested party.

(c) Custonmer billing.--

(1) Subject to the right of a retail gas custonmer to
choose to receive separate bills fromits natural gas
supplier for natural gas supply service, the natural gas
di stribution conpany shall be responsible for billing each of
its retail gas custoners for natural gas distribution
service, consistent with the orders or regul ations of the
commi ssion, regardless of the identity of the provider of

nat ural gas supply services.
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(2) (i) Bills to retail gas custonmers shall contain
suf ficient unbundl ed charge information to enable the
custoner to determ ne the basis for those charges and
shall conply with section 1509 (relating to billing
procedures). At a mininmum such charges shall include
t hose services which are unbundled as a result of a
restructuring filing or rul emaking.
(i1i) Bills to retail residential customers rendered
by a natural gas distribution conpany for natural gas
di stribution services shall include information required
by comm ssion regul ati ons governing standards and billing
practices for residential utility service.
(tii) Bills rendered by a natural gas distribution
conpany on behal f of a natural gas supplier shal
include, in a formand manner determ ned by the natural
gas distribution conpany, in consultation with the
natural gas supplier, the followng information with
respect to natural gas supplier services: the name of the
natural gas supplier; the rates, charges or prices of
natural gas supply services billed, including adjustnents
to prior period billings, if applicable, and taxes, if
applicable; and the natural gas supplier's toll-free
t el ephone nunber and hours of operation for customer
inquiries.
(3) Increnmental costs relating to billing services
desi gned, inplenented and rendered by the natural gas
di stribution conpany, at its election, on behalf of a natural
gas supplier or other entity nmay be recovered through fees
charged by the natural gas distribution conpany to the

natural gas supplier or other entity. Either party may
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request that the comm ssion consider the appropriate |evel of
the fee. In doing so, the conm ssion shall consider fees
charged by other natural gas distribution conpanies for
simlar services. The comm ssion shall either permt the fee
to continue as set or shall establish an alternative
mechanismto permt full recovery of unrecovered just and
reasonabl e costs fromthe supplier or the supplier's
custoners. Nothing in this section shall permt the recovery
of such costs fromnatural gas supply service custoners of
the natural gas distribution conmpany.

(4) If services are provided by an entity other than the
natural gas distribution conpany, the entity that provided
t hose services shall furnish to the natural gas distribution
conpany billing data sufficient to enable the natural gas
di stribution conpany to tinely bill RETAIL GAS custoners. The <—
entity shall provide data for billing purposes in a format
and in atime frame as required by the natural gas
di stribution conpany. The natural gas distribution conpany
shal | consider the data and information confidential and
shall treat it as such

(5) No natural gas distribution conpany shall be
required to forward paynment to entities providing services to
custoners and on whose behalf the natural gas distribution
conpany is billing those custoners before the natural gas
di stribution conpany has received paynent for those services
fromcustoners. The comm ssion shall issue guidelines
addressing the application of partial paynents.

(6) Natural gas distribution conpani es and natural gas
suppliers shall take reasonable steps to all ow eenrsurers <—

RETAI L GAS CUSTOVERS to contribute via their bill to hardship <—
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energy funds which benefit | owinconme residential retail gas

CONSUNers.

(d) Enhanced netering.--Subject to comm ssion approval, the
natural gas distribution conpany nmay require the installation,
at the retail gas custoner's expense, of enhanced netering
capability sufficient to match the natural gas delivered by the
retail gas custoner's natural gas supplier or suppliers with
consunption by that retail gas custoner. In exercising its
di scretion, the conm ssion shall consider the effect on | ow
income retail gas custoners.

§ 2206. Consuner protections and custonmer service.

(a) Quality.--A natural gas distribution conpany shall be
responsi bl e for customer service functions consistent with the
orders and regul ati ons of the comm ssion, including, but not
limted to, neter reading, installation, testing and nai ntenance
and energency response for all custoners, and conpl ai nt
resolution and collections related to the service provided by
the natural gas distribution conpany. Custoner service and
consuner protections and policies for retail gas custoners
shall, at a mnimum be maintained at the sane |evel of quality
under retail conpetition as in existence on the effective date
of this chapter.

(b) Change of suppliers.--The conm ssion shall, by order or
regul ati on, establish procedures to ensure that a natural gas
di stribution conpany does not change a retail gas customer's
natural gas supplier without direct oral confirmation fromthe
customer of record or witten evidence of the custoner’'s consent
to a change of supplier.

(c) Customer information.--The comm ssion shall, by order or

regul ati on, establish requirenents that each natural gas
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di stribution conpany and natural gas supplier provide adequate,
accurate custoner information to enable retail gas custoners to
make i nformed choices regardi ng the purchase of all natural gas
services offered by that provider. Information shall be provided
to retail gas custoners in an understandable format that enabl es
retail gas custoners to conpare prices and services on a uniform
basi s.

(d) Consuner education.--Prior to the inplenentation of any
restructuring plan under section 2204 (relating to
i npl enentation), each natural gas distribution conpany, in
conjunction with the conm ssion and consistent with the
gui del i nes established by the comm ssion, shall inplenment a
consuner education programto informcustomers of the changes in
the natural gas utility industry. The program shall provide
retail gas custoners with information necessary to help them
make appropriate choices as to their natural gas service. The
education program shall be subject to approval by the
conmmi ssion. The consuner education program shall include goals,
obj ectives and an action plan that is designed to be objective,
easily understood, utilizes a uniform neasurenent as established
by the conmi ssion for the cost of gas, be available in | anguages
that the comm ssion requires to neet the needs of a service
territory and be separate and distinct from marketing.

(e) Consuner education cost recovery.--The consuner
education program shall be subject to approval by the conm ssion
and shall be funded in each natural gas distribution service
territory by a nonbypassable, conpetitively neutral cost
recovery nechanismthat fully recovers the reasonabl e cost of
such program To the extent that the industrial customer class

is not currently assigned such costs on the effective date of
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this chapter, it shall not be assigned such costs in the future.
(f) Tenants' rights.--Nothing in this chapter shall be
construed to restrict the rights of tenants pursuant to
Subchapter B of Chapter 15 (relating to di scontinuance of
service to | eased pren ses).
§ 2207. bligation to serve.
(a) Supplier of last resort.--

(1) After the effective date of this chapter, the
natural gas distribution conpany shall serve as the supplier
of last resort for residential, small comercial, snal
i ndustrial and essential human needs custoners and any ot her
custoner cl asses determ ned by the comm ssion in the natural
gas distribution conpany's restructuring proceeding until
such time as the conm ssion, pursuant to this section,
approves an alternative supplier or suppliers to provide such
services to any or all of the natural gas distribution
conpany's custoners.

(2) For purposes of this section, a supplier of |ast
resort is a natural gas distribution conmpany or natural gas
supplier which is designated by the comm ssion to provide
natural gas supply service with respect to one or nore of the
foll ow ng services:

(1) natural gas supply services to those custoners
who have not chosen an alternative natural gas supplier
or who choose to be served by their supplier of |ast
resort;

(1i) natural gas supply services to those customners
who are refused supply service froma natural gas
supplier; or

(i) natural gas supply services to those custoners
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whose natural gas supplier has failed to deliver its
requirenents.

No customer shall have nore than one supplier of |ast resort

designated for any of the services set forth in this

par agr aph.

(b) Consuner protection.--Service by the supplier of |ast
resort shall be subject to all consunmer protection standards,

i ncludi ng those contained in 52 Pa. Code Ch. 56 (relating to
standards and billing practices for residential utility service)
and to all wuniversal service obligations.

(c) Natural gas distribution conpany.--The natural gas
di stribution conpany shall deliver natural gas to the extent
that it is provided by all natural gas suppliers, or suppliers
of last resort, as the case may be, in accordance with the
natural gas distribution conpany's tariff.

(d) Standards of service.--Consistent with the standards set
forth in section 1501 (relating to character of service and
facilities) and applicable orders of the conm ssion, a supplier
of last resort under subsection (a)(2)(iii) shall provide
sufficient supplies as to quantity, quality, pressure and
| ocation to neet the operational reliability requirenments of the
natural gas distribution conpany's system including, but not
l[imted to, a failure of one or nore natural gas suppliers to:

(1) supply natural gas to their retail gas custoners in
conformance with their contractual obligations to such
custoners; or

(2) satisfy applicable reliability standards and
obl i gati ons.

(e) Discontinuation of service.--The natural gas

di stribution conpany shall continue providing services as the
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supplier of last resort to all of its custoners for all of the
nat ural gas supply services described in subsection (a)(2),

unl ess, at its discretion, it requests and receives comr SsSion
approval to discontinue providing one or nore such supplier of
| ast resort obligation. In approving such a petition, the

commi ssion shall al so approve another party as the alternative
supplier of last resort for each customer or custoner group for
whi ch the natural gas distribution conpany no | onger provides
such natural gas supply services.

(f) Regulations.--The comm ssion shall promnul gate
regul ations setting forth the standards for approving an
alternative supplier of last resort consistent with the
provisions of this title, including a nechanismto ensure that
the rates charged by any alternate supplier of last resort are
just and reasonabl e.

(g) Oganized | abor.--During the five-year period follow ng
the effective date of this chapter, approval of an alternative
supplier of last resort pursuant to subsection (e) shall not be
granted unless the entity designated by the comm ssion to
succeed the natural gas distribution conpany in the provision
of service to these custoners agrees to recogni ze rel evant uni on
and col | ective bargai ning agreenents of the natural gas
di stribution conpany then in place.

(h) Petition to becone supplier of |last resort.--After the
five-year period following the effective date of this chapter,
any party may petition the comm ssion to becone the supplier of
| ast resort to some or all custoners except for those custoners
identified in subsection (a)(2)(i).

(i) Notice required prior to market exit.--

(1) A natural gas supplier may not exit the market

19990S0601B1049 - 35 -



© 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

wi t hout providing notice as determ ned by the conm ssion in
the restructuring proceeding of the natural gas distribution
conpany to its custoners, the supplier of last resort and the
nat ural gas distribution conpany.

(2) If firmgas supply contracts with Pennsylvani a
nat ural gas producers or storage or transportation capacity
contracts used by the natural gas supplier to serve such
retail gas custoners were either assigned or released to the
natural gas supplier or constitute capacity which was
acquired by the natural gas supplier as the result of
nonrenewal of a storage or transportation capacity contract
previously held by the natural gas distribution conmpany, the
natural gas supplier shall offer the supplier of |ast resort
or successor natural gas supplier a right of first refusal to
utilize such Pennsyl vania supply contracts or storage or
transportation capacity contracts at its contract cost as
| ong as needed to serve those custoners.

(3) If the storage or transportation capacity contracts
hel d by the natural gas supplier were acquired in another
manner, and there was not sufficient notice given to the
supplier of last resort and the natural gas distribution
conpany, or if there is not alternative storage or
transportation capacity avail able which is operationally
sufficient to serve the market the natural gas supplier was
serving, then the supplier of |last resort shall be provided
with a right to use such storage or transportation capacity
as designated by the natural gas supplier, at the contract
cost, until the supplier of last resort is able to acquire
repl acenent capacity sufficient to serve its custonmers using

reasonabl e and diligent efforts to do so.
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(4) |If a dispute arises under this subsection, the
aggrieved party may file a conplaint with the comm ssion for
resolution within 45 days.

(j) Duty involving |ost custonmers.--To the extent that a
natural gas supplier loses retail gas custoners such that its
capacity requirenents to a natural gas distribution conpany are
reduced bel ow the | evel established by the comm ssion for such
purpose in the natural gas distribution conpany's restructuring
proceedi ng, the natural gas supplier shall have the sane
obligations set forth in subsection (i).

(k) Rate after service discontinued.--1n the event the
nat ural gas supplier discontinues service or defaults before its
contract with the custoner expires, the retail gas custoner
shall be served by the supplier of last resort at the
conmmi ssi on- approved supplier of |ast resort rate commencing with
the next billing cycle. However, the retail gas customner shal
continue to be charged the rate the customer negotiated with the
di scontinuing or defaulting natural gas supplier for the
remai nder of the billing cycle. Any difference between the cost
incurred by the supplier of last resort and the anobunt payable
by the retail gas custoner shall be recovered fromthe natura
gas supplier or fromthe bond or other security provided by the
natural gas supplier wi thout recourse to any retail gas customner
not ot herw se contractually commtted for the difference.

§ 2208. Requirenents for natural gas suppliers.

(a) License requirenents.--No entity shall engage in the
busi ness of a natural gas supplier unless it holds a |icense
i ssued by the conmi ssion. To the extent that a natural gas
di stribution conpany provides natural gas supply service outside

of its chartered or certificated territory, it also nust hold a

19990S0601B1049 - 37 -



1 license. Alicense shall not be required for custoners who make

2 de mnims incidental sales or resales to thenselves, an

3 affiliate or to other nonresidential retail gas custoners.

4 (b) License application and issuance.--An application for a

5 natural gas supplier license shall be made to the comm ssion in

6 witing, be verified by oath or affirmation and be in such form

7 and contain such information as the comm ssion may, by rule or

8 order, require. Alicense shall be issued to any applicant,

9 authorizing the whole or any part of the service covered by the
10 application, if it is found that the applicant is fit, wlling
11 and able to performproperly the service proposed and to conform
12 to the applicable provisions of this title and the orders and
13 regul ations of the comm ssion, including those concerning
14 standards and billing practices, and that the proposed service,
15 to the extent authorized by the license, will be consistent with
16 the public interest. O herw se, such application shall be
17 deni ed.

18 (c) Financial fitness.--

19 (1) In order to ensure the safety and reliability of the
20 natural gas supply service in this Cormmonweal th, no natura

21 gas supplier license shall be issued or remain in force

22 unl ess the applicant or holder, as the case nmay be, conplies
23 with all of the follow ng:

24 (1) Furnishes a bond or other security in a form and
25 anount to ensure the financial responsibility of the

26 natural gas supplier. The criteria each natural gas

27 di stribution conpany shall use to determ ne the anobunt

28 and form of such bond or other security shall be set

29 forth in the natural gas distribution conmpany's

30 restructuring filing. In approving the criteria,
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conmi ssi on consi derations shall include, but not be

limted to, the financial inpact on the natural gas

di stribution conpany or an alternative supplier of |ast

resort of a default or subsequent bankruptcy of a natural

gas supplier. The comm ssion shall periodically review
the criteria upon petition by any party. The anount and
formof the bond or other security may be nutually agreed
to between the natural gas distribution conpany or the
alternate supplier of last resort and the natural gas
supplier or failing that shall be determ ned by criteria
approved by the conm ssion.

(ii) Provides the comm ssion with the address of the
participant's principal office in this Coormonweal th or
the address of the participant's registered agent in this
Commonweal th, the latter being the address at which the
partici pant may be served process.

(2) Failure of a natural gas supplier to conply with any
provi sion of this chapter or the rules, regulations, orders
or directives of the Departnent of Revenue or of the
conmm ssion, including, but not [imted to, engaging in
anti conpetitive behavior, shall be cause for the comm ssion
to revoke the license of the natural gas supplier.

(d) Transferability of licenses.--No |icense issued under
this chapter may be transferred wi thout prior comm ssion
approval .

(e) Formof regulation of natural gas suppliers.--Except
where a natural gas supplier serves as a supplier of |ast
resort, the comm ssion may forbear fromextending its regul ation
of natural gas suppliers beyond |icensing, bonding, reliability

and consumer services and protections, including all applicable
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portions of 52 Pa. Code Ch. 56 (relating to standards and
billing practices for residential utility service). Subject to
t he provisions of section 2207 (relating to obligation to
serve), nothing in this section shall preclude a natural gas
suppl i er, upon appropriate and reasonable notice to the retai
gas customer, supplier of last resort, and the natural gas

di stribution conpany, fromcanceling its contract with any
custoner for |egal cause, subject to the customer's right to
have continued service fromthe supplier of |ast resort.

(f) Availability of the service of natural gas suppliers.--
Prior to licensing any natural gas supplier, the comm ssion
shal |l set forth standards to ensure that all custoner classes
may choose to purchase natural gas froma natural gas supplier
The conm ssion shall also ensure that natural gas suppliers
conply with applicable provisions of 52 Pa. Code Ch. 56.

(g) Open and nondi scrimnatory access.--1n addition to
neeting the license requirenents applicable to applicants under
subsection (b), a municipal corporation shall, before it is
permtted to provide natural gas supply services as a natural
gas supplier, denonstrate, and the comm ssion shall determ ne,
that by the date of the issuance of the license, it wll provide
ot her natural gas suppliers open and nondi scrim natory access to
its gas distribution systemunder standards that are conparable
tothis title, taking into consideration the particul ar
ci rcunst ances of the nunicipal corporation's ownership and/or
operation of the gas distribution system
§ 2209. Market power renediation.

(a) Interimstandards of conduct.--Wthin 120 days of the
effective date of this chapter, the conmm ssion shall provide by

order binding, interimguidelines for standards of conduct
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governing the activities of and rel ati onshi ps between natural
gas distribution conpanies and their affiliated natural gas
suppliers and other natural gas suppliers and nonitor and
enforce conpliance with those standards.

(b) Permanent standards of conduct.--The conm ssion shal
t her eupon promul gate regul ati ons setting forth pernmanent
st andards of conduct governing the activities of and
rel ati onshi ps between natural gas distribution conpanies and
their affiliated natural gas suppliers and other natural gas
suppliers and nonitor and enforce conpliance with these
standards. The conm ssion shall neither favor nor disfavor
conduct or operations by and between a natural gas distribution
conpany and an affiliated natural gas supplier or a
nonaffiliated natural gas supplier.

(c) Contents of standards.--Standards of conduct shal
provi de for:

(1) No discrimnation against or preferential treatnent
of any natural gas supplier, including an affiliated natural
gas supplier

(2) No disclosure or preferential sharing of any
confidential information to or with any individual natural

gas supplier

(3) Adequate rules prohibiting cross-subsidization of an

affiliated natural gas supplier by a natural gas distribution

conpany.
(4) Maintenance of separate books and records by the
natural gas distribution conpany and its affiliated natural
gas supplier
(5) Sufficient physical and operational separation, but

not including |egal divestiture, to acconplish paragraphs
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(1), (2), (3) and (4).

(6) An informal dispute resolution procedure.

(7) A systemof penalties for nonconpliance with the
final set of standards of conduct consistent with existing
conmmi ssi on regul ati ons.

(d) Limtation.--The standards shall not prohibit the
natural gas distribution conpany and its affiliated natural gas
supplier fromusing or sharing simlar corporate nanes,
trademar ks, trade dress or service marks.

(e) Initiation of investigations.--Upon conplaint or upon
its own notion, for good cause shown, the conm ssion shal
conduct an investigation of the inpact on the proper functioning
of a fully conpetitive retail natural gas market, of mergers,
consol i dations, acquisition or disposition of assets or
securities of natural gas suppliers and anticonpetitive or
di scrim natory conduct affecting the retail distribution of
nat ural gas.

(f) Conduct of investigations.--

(1) The conmi ssion nay require a natural gas supplier to
provi de information, including docunents and testinony, in
accordance with the comm ssion's regul ations regardi ng the
di scovery of information.

(2) WMaterial which the comm ssion determ nes to be
confidential, proprietary or trade secret infornmation
provi ded under this subsection shall not be disclosed to any
person not directly enployed or retained by the comm ssion to
conduct the investigation w thout the consent of the party
provi di ng the information.

(3) Notw thstanding the prohibition on disclosure of

i nformation in paragraph (2), the conm ssion shall disclose
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i nformati on obtained under this subsection to the Ofice of
Consumer Advocate and the O fice of Small Business Advocate
under an appropriate confidentiality agreenent. The
conmmi ssion may disclose the information to appropriate
Federal or State |aw enforcenent officials if it determ nes
that the disclosure of the information is necessary to
prevent or restrain a violation of Federal or State |aw and
it provides the party that provided the information with
reasonabl e notice and opportunity to prevent or limt
di scl osure.
(g) Referrals and investigation.--1f, as a result of the
i nvestigation conducted under this section, the comm ssion has
reason to believe that anticonpetitive or discrimnatory
conduct, including the unlawful exercise of market power, is
preventing the retail gas custoners from obtaining the benefits
of a properly functioning and effectively conpetitive retai
natural gas market, the comm ssion, pursuant to its regulations,
shal I :
(1) Refer its findings to the Attorney General, the
United States Departnent of Justice, the Securities and
Exchange Conmi ssion or the Federal Energy Regul atory
Conmmi ssi on.
(2) Subject to subsection (c)(3), disclose any
information it has obtained in the course of its
i nvestigation to the agency or agencies to which it had made
a referral under paragraph (1).
(3) Intervene, as provided and permtted by | aw or
regul ation, in any proceedings initiated as a result of a
referral nade under paragraph (1).

(h) Marketing standards.--As part of each natural gas
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di stribution conpany's restructuring proceedi ng, the comm ssion
may, in its discretion, develop and apply different standards of
conduct to the natural gas distribution conmpany's marketing
activities related to natural gas supply services. No such
standards shall apply to the natural gas distribution conpany's
mar ket i ng division or operations until the comm ssion issues an
order in the context of that natural gas distribution conpany's
restructuring proceedi ng.

(i) Definition.--Subject to the conditions set forth in
subsection (h), for the purposes of this section, the term
"affiliated natural gas supplier” includes marketing activities
related to natural gas supply services by the marketing division
or the marketing operation of a natural gas distribution
conpany.

§ 2210. Approval of proposed nergers, consolidations,
acqui sitions or dispositions.

(a) GCeneral rule.--In the exercise of authority the
conmmi ssi on ot herwi se may have to approve nergers or
consol idations involving natural gas distribution conpani es or
natural gas suppliers or the acquisition or disposition of
assets or securities of natural gas distribution conpanies or
natural gas suppliers, the conm ssion shall consider:

(1) Wether the proposed nerger, consolidation,

acqui sition or dispositionis likely to result in

anticonpetitive or discrimnatory conduct, including the

unl awf ul exercise of market power, which will prevent retai

gas customers from obtaining the benefits of a properly

functioning and effectively conpetitive retail natural gas

mar ket .

(2) The effect of the proposed nerger, consolidation,
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acqui sition or disposition on the enpl oyees of the natural

gas distribution conpany and on any aut horized collective

bar gai ni ng agent representing those enpl oyees.

(b) Procedure.--Upon request for any approval identified in
subsection (a), the comm ssion shall provide notice and an
opportunity for open, public evidentiary hearings. If the
commi ssion finds, after hearing, that a proposed nerger,
consol idation, acquisition or dispositionis likely to result in
anticonpetitive or discrimnatory conduct, including the
unl awf ul exerci se of market power, which will prevent retail gas
custoners from obtaining benefits of a properly functioning and
effectively conpetitive retail natural gas market, the
commi ssion shall not approve such proposed nerger,
consol idation, acquisition or disposition, except upon such
terms and conditions as it finds necessary to preserve the
benefits of a properly functioning and effectively conpetitive
retail natural gas market.

(c) Preservation of rights.--Nothing in this section shal
restrict the right of any party to pursue any other renedy
available to it.

§ 2211. Rate caps.

(a) GCeneral rule.--Except as provided under subsections (d),
(e), (f) and (g), for a period fromthe effective date of this
chapter until January 1, 2001, the total non-gas cost charges of
a natural gas distribution conpany for service to any retail gas
custoner shall not exceed the maxi num non-gas cost charges that
are contained in the natural gas distribution conpany's tariff
as of the effective date of this chapter.

(b) Recovery of deferred costs.--

(1) In a restructuring proceeding, the natural gas
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di stribution conpany may identify categories of costs
resulting fromthis chapter

(2) The natural gas distribution conpany nay seek
permssion in its restructuring proceeding to capitalize and
to anortize such costs over an appropriate period to be
determ ned by the conm ssion. The anortization shall commence
at the time when restructuring orders are issued. The natural
gas distribution conpany nay seek recovery of the unanortized
bal ance of such costs in a future rate proceeding and the
comm ssion shall allow recovery of such costs provided that

t he conm ssion determ nes that such costs are reasonabl e and

that the resulting rates are just and reasonabl e.

(c) Deferral of costs.--Costs recoverabl e under sections
2203(6) (relating to standards for restructuring of natural gas
utility industry) and 2206(e) (relating to consumer protections
and customer service), in excess of amounts already reflected in
a natural gas distribution conpany's rates, which are incurred
between the date of entry of the comm ssion's restructuring
order and the earlier of the date on which the comm ssion
aut hori zes commencenent of recovery or June 30, 2002, may be
deferred for recovery in the future. Such deferrals shall be
wi t hout interest.

(d) G rcunmstances for exceptions.--A natural gas
di stribution conpany may seek, and the comm ssion may approve,
an exception to the limtations set forth in this section under
any of the follow ng circunstances:

(1) The natural gas distribution conpany neets the

requi renents for extraordinary relief under section 1308(e)

(relating to voluntary changes in rates).

(2) The natural gas distribution conpany denonstrates
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that a rate increase is necessary in order to preserve the

reliability of the natural gas distribution system

(3) The natural gas distribution conpany is subject to
significant increases in the rate of Federal taxes or other
significant increases in costs resulting fromchanges in | aw
or regul ations that would not allow the natural gas
di stribution conpany to earn a fair rate of return.

(e) Interclass and intraclass cost shifts.--For the period
fromthe effective date of this chapter until January 1, 2001
interclass or intraclass cost shifts are prohibited. This
prohi biti on agai nst cost shifting my be acconplished by
mai ntai ning the cost allocation nmethodol ogy accepted by the
commi ssion for each natural gas distribution conpany in the
conmpany's nost recent base rate proceeding.

(f) State tax adjustnent surcharge.--The natural gas
di stribution conpany shall remain subject to the State tax
adj ust mrent surcharge and shall be permitted to adjust its State
tax adj ustnent surcharge nmechanismto reflect State tax changes
or additions. The natural gas distribution conpany shall also
remai n subject to existing riders or surcharges for the
col l ection of non-gas transition costs pursuant to Federal
Ener gy Regul at ory Conmi ssi on deci si ons.

(g) Provisions relating to interstate pipelines.--

(1) Notw thstandi ng any other provisions of this
chapter, if a natural gas distribution conpany's current base
rate revenues reflect the margins realized through the
utilization of firminterstate pipeline transportation and
storage capacity to serve the interruptible market when such
capacity is not needed to make firmretail deliveries, then

the natural gas distribution conpany shall be permtted to
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i ncrease base rates and, at the sane tinme, reduce purchased

gas cost rates, as described in this chapter.

(2) The utility may propose such a change in treatnent,

consistent with the follow ng requirenents:

(h)

(i) Base rates of customers who pay purchased gas
cost rates pursuant to section 1307(f) (relating to
sliding scale of rates; adjustnents) shall be increased
by an anount equal to the margin received for service
provided to existing interruptible sales and
transportation service custoners using capacity reflected
in rates established under section 1307(f) based upon the
revenue for such services for the nost recent 12-nonth
period i medi ately preceding the application.

(ii) Purchased gas cost rates established pursuant
to section 1307(f) shall be decreased by an anount equal
to the anount by which base rates are increased in
subpar agraph (i).

(1i1) Purchased gas cost rates established pursuant
to section 1307(f)shall thereafter be reconciled to
reflect the margins realized frominterruptible sales and
interruptible transportation custonmers utilizing capacity
reflected in rates established under section 1307(f).

Interstate pipeline transportation.--

(1) Except as specifically set forth in this subsection,

nothing in this section or section 2204(d) (relating to

i npl enentation) shall prevent a natural gas distribution

conpany fromrecovering costs paid under the terns of

interstate pipeline transportation and storage capacity

contracts which are not fully recovered through a rel ease,

assignment or transfer of such capacity to another natural
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gas supplier if such unrecovered costs arise under the terns

of a natural gas transportation pilot program approved by the

commi ssion for such conmpany on or before February 1, 1999.
(2) Such unrecovered interstate pipeline transportation

and capacity costs incurred under such prograns through

Cct ober 31, 2004, may be recovered froma class or classes of

custoners in accordance with such program provi ded that the

total volunetric charge for such costs does not exceed one

percent of the volunetric charge for residential natural gas
sal es service set forth in the natural gas distribution
conpany's tariff in effect at the tine.

(3) Wth respect to such pilot prograns, the comm ssion
may determine to extend such prograns to include al
custoners of that company pursuant to the requirenents of
this chapter, and nothing in this section or section 2204(d)
shall prevent unrecovered interstate pipeline and
transportation capacity costs incurred through October 31,
2004, under such prograns from being recovered in accordance
wi th such progranms provided that the total volunetric charge
for such costs does not exceed the one percent limt
specified in paragraph (2) for pilot prograns.

Section 3. The provisions of this act are severable. If any
provision of this act or its application to any person or
circunstance is held invalid, the invalidity shall not affect
ot her provisions or applications of this act which can be given
effect without the invalid provision or application.

Seetton—4—TFhis—aet—shat—take-etfect—Juby—11999 o+
rrediatelby—wht-ehever—oseeurs—tater—

SECTI ON 4. SECTI ONS 1101 AND 1104 OF THE ACT OF MARCH 4,
1971 (P.L.6, NO 2), KNOMN AS THE TAX REFORM CODE OF 1971, ARE
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REPEALED | NSCFAR AS THEY | MPOSE GROSS RECEI PTS TAX ON NATURAL
GAS UTI LI TI ES.

SECTION 5. SECTION 4 OF TH S ACT SHALL APPLY TO TAX YEARS
BEG NNI NG AFTER DECEMBER 31, 1999.

1
2
3
4
5 SECTION 6. THI S ACT SHALL TAKE EFFECT AS FOLLOWE:
6 (1) THE ADDITION OF 66 PA.C.S. 8§ 2203(15) SHALL TAKE

7 EFFECT MAY 1, 1999, OR | MVEDI ATELY, WH CHEVER OCCURS LATER.
8 (2) TH' S SECTION SHALL TAKE EFFECT MAY 1, 1999, OR

9 | MVEDI ATELY, VWH CHEVER OCCURS LATER

10 (3) THE REMAINDER OF THI S ACT SHALL TAKE EFFECT JULY 1,

11 1999, OR | MVEDI ATELY, WH CHEVER OCCURS LATER.
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