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Rec:  Review of Long-Term Infrastructure Improvement Plan

Docket No. L-2012-2317274

Dcar Secretary Chiavetta:

Pleasc accept the enclosed Joint Comments of Pcoples Natural Gas Company LLC and
Peoples TWP LLC in the above-referenced proceeding. 1 have also served a copy of these
comments via email to David Screven, dscreven(@pa.gov, in the Commission’s Law Bureau

If you have any questions or concerns regarding this matter, please do not hesitate to

contact me at (412) 208-6527.

Very truly yours,

Wiklhy WA HHB T

Attorney for Peoples TWP LLC and
Pcoples Natural Gas Company LLC
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Review of Long-Term Infrastructure Docket No. L-2012-2317274

Improvement Plan

S N Nt

JOINT COMMENTS OF PEOPLES NATURAL GAS COMPANY LLC
AND PEOPLES TWP LLC

L. INTRODUCTION .

Peoples Natural Gas Company LLC (“Peoples™) and Peoples TWP LLC (“Peoples TWP”)
(sometimes hcreinafter collectively referred to as the “Companies™) submit these Joint 'Comments in
the matter of the Public Utility Commission’s (*Commission™) proposed ru!e (“Proposed Rule™) to
cstablish the procedures and criteria for the filing and subscquent pcriodic~revicw of long-term
ihl‘rastruc‘ture improvement plans (“LTIIPs”) The Proposed Rule was promulgated by Proposed
Rulemaking Order entered in this docket on March 14, 2013, (the “Order”) and published in the
Pennsylvania Bulletin on October 19, 2013 '

The Proposed Rule woﬁld add a new Chapter 121 to the Commission’s regulations at Title
52 of the Pennsylvania Code. Chapter 121 would cstablish the procedures and criteria for the filing
and subsequent periodic review of LTIIPs. The filing and approval of a LTIIP is a precondition to a
utﬂity r_eceiv.ing approval to implement a Distribution Service Improvement Charge (*DSIC”), a
new ratemaking tool that provides accelcrafcd recovery of investment costs incurred in undertaking

accelerated replacement of infrastructure.
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The Companies are generally supportive of the Proposed Rule but suggest that it should be
revised in certain sections where the l".roposed Rule imposes obligations on utilities bcyond the
requirements of the DSIC statute (66 Pa.C.S.. §§ 308; 1307, 1311, 1327 and 1350-1360) and secks
to implement new requirements and impose new but unnecessary penalties. The Companies also
recommend revision or delction of a number of other sections of the Proposed Rule that contain

provisions that are inconsistent with the DSIC statute or beyond the scope of a LTIIP.

1L COMMENTS .
A. The Proposed Rule provisions at Section 121.8 that would penalize

utilities . that implement accelerated infrastructure replacement
programs and then change their plans should be deleted.

Without doubt, the DSIC legislation has been very positive for the utility industry. In an era
" of widespread interest in the replacement of socictal infrastructure, both the General Assembly and

the Commission have taken decisive action to encourage the acccleration of the replacement of

utility infrastructure in the Commonwealth, and that action has had positive eflects. At least seven -

Pennsylvaniz; utilities have filed LTIIPs and have commenced or continued accelerated
infrastructure replacement programs. In addition, just last month Moody’s Investors Service
alfirmed the Baa3 senior secured rating of the securities of Pec')ples’ direct parent company, PNG
Companies LLC, stating that the rating is underpinned in part by the credit sul')portive rcguiatory
framework under which the group operates.

With this background, the Companies arc concerned that the Proposed Rule scems to
rctreat from the prevailing theme of reducing regulatory and cost rccovery barriers to encourage
investment in utility infrastructurc replacement. In particular, Section 121.8 of the Pt'opésed
Rule imposcs new regulatory ‘risks on uilities that .undgrlzlkc accelerated infrastructure

n:;placemeni, opt for cost recovery through the DSIC process, but then change their infrastructure



replacement plans, for even the most valid reasons. The effect is the creation of new regulatory
barrier that disgourages infrastructure investment.
| The Companies believe that there is nothing in the DSIC legislétion to indicate a

legislative intent to subject utilities to enforcement complaints by statutory advocates and other
interested parties and to subject utilities to civil penalties for non-compliance with an approved
DSIC,.v'vhich proposed Scction 121.8 would do. To the contrary, scction 1352(b)(2) of the DSIC
statute, 66 Pa.C.S. § 1352(b)2) provides only that:

" The regulations shall ensure that a distribution system improvement charge shall

terminate if the Commission dectermines that the utility is not in compliance with

the approved plan.
Certainly, unexcused material noncompliance with the as-filed LTIIP should carry the risk of
non-recovery through DSIC of investment costs for ‘otherwise cligible DSIC property, but the
Proposed Rule goes way beyond this and ‘without explanation. 1f a utility has accelerated its
infrastructure rep!acetnenl, only not to the extent anticipated in its LTIP, there ha;s still been a
public benefit, and it makes no sense to penalize the utility. Even if the utility has not
accelerated its infrastructure replacement, it is difficult to cenvision what public harm has
occurred 1o justify a civil penalty - if the failure to acceleratc infrastructure improvement was
intended to be a punishablc offense, then the implementation of a LTIHP would have been
mar;datory rather than voluntary,

The 'Commission should be concerned that this scction will discourage utilities from
filing LTllPé and taking advantzage of the benefits of the DSIC process in order to accelcrate 'the
rcpléccmcnt of their infrastructure, The explanatory text of the Ordcr"provides no justification

for this section. The Commission, thercfore, should not implement any such penal provisions in



its final rule. The Companies suggest the following language as a substitute for section 121.8 of

the Proposed Rule:

§121.8. Noncompliance with LTHP.

If the Commission determines, afier notice and hearing, that a utility is not in
material compliance with its Commission-approved LTIIP, the Commission
shall terminate the utility’s DSIC. Compliance with the LTHP shall be
evaluated on a multi-ycar basis over the life of the -plan. Construction
expenditure variations in individual years and minor changes or deviations from
the Commission-approved LTIIP may not be the basis for termination of the
DSIC.

B. Scction 121.3(a) should be revised to eliminate the mandatory filing of
a LTIHP.

In what scems likely to be inadvertent requirement, the initial clause of Section 121.3(a)
could be jntcrprcted to require all utilitics to file LTUPs. The clause states: “An LTIIP shall be filed
by a utility and shall include the following elements[.]” The DS.IC~ statute makes the filing ol". an
LTIIP optional - it does not require it. Nothing in the explanatc;ry text indicates a different intent. It,
therefore, appcz;rs that the Commission does not intend for this section to require the filing of an
~ LTIIP, so the Companies suggest the following revision to Section 121.3(a): “An LTHP shai-be

filed by a utility and-shall includc the following elements[.]”

C. Scction 121.3(a)(9) should bec deleted because it requires the
preparation and filing of information beyond the scope of an LTIIP.

" Scetion 1352 of the DSIC statute creates the LTIIP. 1t provides in subsection (a) that a
utility must submit a long-term infrastructure improvement plan in order to be eligible to recover
costs lhroughv a DSIC, and it specifics scven (;l) things that an LTIIP shall. include, the first six (6)

of which arc incorporated in the Proposed Rule as 121.3(a)(1) - 6).

' “he seventh required component of an L THP is somewhat-of a misfit in § 1352(a) in that it scems to be less a
component of an L'TH and morc of a standard that an LTIIP must satisfy. [t states: “If the plan is not adequate and



. Tﬁc Proposed Rule adds at section 121.3(a) the following additional elements, not included
in § 1352 of the DSIC statute, as additional required corponents of an LTIIP:

(7) A workforce management and training program designed to ensure that the
utility will have access to a qualified workforce to perform work in a cost- -
cffective, safe and reliable manner.

(8) A description of a utility’s outreach and coordination activities with other
utilities, PennDOT and local governments regarding their planned
maintenance/construction projects and roadways that may be impacted by
the plan.

(9) For a natural gas distribution company, a description of the plan to address
damage prevention, corrosion control, emergency response times, and
identification of the NGDC’s critical valves.

The Commission discussed these additional elements in the explanatory text at pages 4 — 5 of the

Order. The workforce management and training program requirement implements scction 1359 of

the DSIC statute, 66 Pa.C.S. § 1359, and was discussed in the Final Implementation Order at pages

17-18. 'l‘l;c requirement to describe the utility’s outreach and coordination activities with other
-utilities, PennDO'T" and focal governments was not included in the Final implcmcntation Order but
reflects concerns expressed by‘ulilitics that their ability to keep projectc;i construction schedules
and budgets will be impacted by these named en.tilic;:;.‘ “’l‘he requircn'mnl' for a natural gas
distribution utility to describe its plan to address damage prevention, corrosion control, emergency
responsc times, and identification of the NGDC’s critical valves is new and, according to the
cxplanator); text, is intended as a substitute for the proposed rule promulgated at Docket No. M-

2011-2271982.

There is no current Commission requirement for a NGDC to prepare a plan to address

" damage prevention, corrosion control, emergency response times, and identification of the NGDC’s’

critical valves. These matters may be addressed in a NGDC’s integrity management plan (“IM

sufficient to ensure and maintain adequate, elficient, safe, reliable and reasonable service, the commission shall order a
new or revised plan” The Proposed Rule addresses this in Section 121 .4,



Plan™) developed under its Distribution Integrity Management Program k“DlMP”), but even in thé
IM Plan, if each of these matters is addressed, it is as part of the overall IM Plan, and not as a
separate plan within the IM plan. If NGDCs are to be required to prepare such plans, that proposal
should be the subject of its own rulemaking proceeding. One of the prevalent comments in Docket
‘ No. M-2011-2271982 was that the proposed Pipeline Replacement and Pcrl’ormanCt_: Plan
rcquirelﬁents were vague and without factual support. Shochoming some of the same requirements
into this_proposed rule does not cure this shortcoming. Contrary to the assertion at page 4 of the
cxplanatory text in the Order, the information to be sut-)milted under proposed rule 121.3(a)(9) is
not duplicative of LTIIP process. Rather, it is beyond the scope of a NGDC’s LTIIP, and

subscction 121.3(a)(9) should be deleted in the final rule. -

D. Section 121.4(a) should be revised to eliminate the requirement to
serve a copy of the LTIIP on all parties in the utility’s most recent
rate case,

~ Section 121.4(a) of the Proposed Rule requires a utility to servc; copics of its filed LTIP on
the Bureal'l of Investigation and Enforécment; tl-le Office of Consum.er Advocate, the Office of
Small Business Advocate and the parties in the utility’s most recent basc rate case. While the
requirement to serve copies of filings on the public advocates ;s common, a requirement to serve a
filing in a new docket on parties to the utility’s last rate case is c;:rtainly unusual, if it exists at all in
other rules. Since an LTIIP is not related to a utility’s most rccent ba.se rate casc, a requirement o
scrve a copy of an LTIIP filing on parties to the most recent base ratc case appears to be without
rcason, would create inconvenience if thosc parties have no interest in the LTHP, and creatcs
unnccessary work and expense for the utility in that case. If a party to the most recent base rate
case has a legal interest in the LTIIP filing, it can intervene in the L'TIIP proceeding and obtain a

copy of the filing from the utility.




" E. Scction 121.4(f) should be revised to permit the utility-to withdraw its
LTIIP if the Commission determines that the LTIIP does not satisfy
applicable requircments.

Section 121.4(f) states that if the Commission determines that the utility’s filed LTHP does
not accelerate or maintain an accelerated ;alc of infrastructure replacement and is insufficient to
ensurc and maintain adequate, efficient, safe, reliable and reasonable service, the Commission will
order the u;ilily to file a new or révised LTIIP. The Companies suggest that it would be r'easonab]c '
that the utility also have the option to withdraw the LTIIP and not go forward with implementation
or continuance of a DSIC. The Companies, therefore, recommend that Section 121.4(f) be revised
as follows: |

(f) If the plan does not meet the ai)ovc criteria, the Commission will order the

utility to file a new or revised LTIP._ In_the alternative, the utility may

withdraw the LTIIP.

F. Secction 121.5(c) should be revised so that it applies only to a utility
that intends to continue its DSIC,

Section 121.5(c) of the Proposed Rule addresses procedures when a ulilily"s current L'!"lll’
is cxpiring. As drafted, the Proposed Rule appears 10 make the filing of a new LTIIP mandatory.
The Companics suggest that this section be revised to make it clear that a utility may choose not to
file a new LTIIP. Such a revision would be consistent with the Companies suggcsteél revisions to
Sections 121.3(a) and 121.4(f) of the Proposed Rule to give effect to voluntariness of both the filing
of an LTIIP and the utilization of a DéIC for future cost recovery. The Com[iani;:s suggest the
lblldwing revision to this séction:

{c) A utility that desires to recover costs of new investment.through its DSIC shall

file a new LTHP with the Commission at Icast 120 days prior to the expiration



of a currently-effective LTIIP. The new LTIIP shall contain the elements set

forth in subsection 121.3(a) above.
This revision would allow a utility to continue to r(;cover through its DSIC the investment costs
related to infrastructure impr;wemenls made during the term of the expiring LTIIP but would not
allow a utility to recover future investment costs related to future infrastructure improvements if it
" does not file a new LTIIP.
. G. The Commission should consider deleting the requirement under

Section 121.6(b)(3) to file system reliability data for the prior 5 years

as not related to the AAO plan, but at minimum, the Commission
should clarify what system reliability data is required.

The obvious purpose of Section 1721..6(b) is to implement the requirement of §1356 of the
DSIC statute. Section 1356 reiluires a utility with an approved DSIC to file an AAO plan and
requires the AAO plan to include a description of the eligible property repaired, improved and
replaced in the prior 12 months pursuant to the utility’s LTIIP and prior year’s AAO plan. Section
1356 also requires t.hc AAO plan to include a detailed description of all facilities to be improved in
the upcoming 12 months. Section 1356 requires nothing else.

Proposed Rule; Section 121.6 adds substantial requirements to what Section 1356 requires.

Scction 121.6(b)3) states that an AAO plan shall include system reliability data for the prior 5

years. Scction 1356, however, does not require or even mention system rcliability data. In fact,

“system reliability data is not mcntioncd anywhere in the DSIC ‘statute.  Similarly, there is no
diScussilon of system reliability data in the explanatory text of the Proposed Rule. Thus, there is no
apparent reason for the requircment (o inqludc system reliability data for the prior 5 ycars in the
AAO plan. The C;)n1panies suggest that the rcquircmcﬁt to file system reliability data is beyond

the scopc of the AAO plan and the LTIIP and should be deleted from Section 121.6(b) in the final



rule. At minimum, the Commission should explain how system reliability data relates to the AAO

plan and then clarify what system reliability data should be includéd with the AAO plan filing,

I1l. CONCLUSION

The Companies are members of the Energy Association of Pennsylvania (“EAP”) and
-endorse EAP’s comments filed in this proceeding.

WHEREFORE, the Companies respectfully request that the Commission accepl these Joint

Comments and give them due consideration in this proceeding,.
Respectfully submitted,
PEOPLES NATURAL GAS COMPANY

LLC

PEOPLES TWP LLC

By: W%M Vs /\4 /@f

William H. Roberts 11 (ID # 54724)
Senior Counsel

Peoples Service Company LLC
375 North Shore Drive, Suite 600
Pittsburgh, PA 15212

Dated: December 3, 2013
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