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PUC Overview of the PUC
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* PUC strives to:

— Balance the needs of consumers and utilities to
ensure safe and reliable utility service at reasonable
rates

— Protect the public interest

— Educate consumers to make independent and
informed utility choices

— Further economic development

— Foster new technologies and competitive markets in
an environmentally sound manner
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PUC Act 13
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* Signed into law Feb. 14, 2012

* Amends Title 58 (Oil and Gas) of the Pennsylvania Consolidated Statutes
(Act 13 of 2012)

* PUC responsibilities:

— Chapter 23 provides for the imposition of an unconventional gas well fee (also
called a drilling impact fee)

— Chapter 33 governs local ordinances that impose conditions, requirements or
limitations on oil or gas operations

e Other sections of Act 13:
— Chapter 25 — Oil and Gas Lease Fund
* Department of Conservation and Natural Resources

— Chapter 27 — Natural Gas Energy Development Program and Chapter 32 —
Development

* Department of Environmental Protection



Act 13
""""""""""""""""""" Implementation Order

* |ssued for public comment on March 15,
2012

e QOutlined key portions of the Act that the
PUC is required to administer

* |Interested parties provided comments on
PUC implementation plans
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PUC Final Implementation Order
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* Found at www.puc.state.pa.us. Click on Natural Gas/Act 13
(Impact Fee)

* Provides direction on:
— Implementation steps
— Producer Report
— Advisory Opinion Request Form
— Request for Review Form
— Municipal Budget Report

— Impact Fee Disbursement Report


http://www.puc.state.pa.us/
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PUC Act 13 — Role of Counties
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 Counties may impose the fee if:

— Unconventional gas wells are located within its
borders

— The county needed to pass an ordinance imposing
that fee

— Adoption of ordinance makes counties eligible to
receive impact fee money



PENNSYLVANIA

PUC Act 13 — Role of Counties
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PUEC Act 13 — Role of Municipalities
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 Municipalities did have the option to adopt
resolutions to compel the imposition of a fee

— If a county choose not to impose an
unconventional gas well fee

e All gas producing counties adopting the fee

 Municipalities do not need to exercise this
option
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PLE Act 13 — Fee Collection
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e PUC to administer collection of impact fee money

* Fee begins the year the well is “spud”

— Defined as the year the actual drilling of the unconventional
well began

 BeginningJan. 1, 2013, the PUC may annually adjust the fee
to reflect any upward changes in the Consumer Price Index
for all Urban Consumers for the Pennsylvania, New Jersey,
Delaware and Maryland area in the preceding 12 months

* The adjustment may only occur if the total number of
unconventional wells spud in a given year exceeds the
number of unconventional wells in the prior year
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PUE Act 13 — Fee Collection
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 The fee for horizontal wells will be based upon year of well and average
price of natural gas as follows:

$0-2.25/Mcf | $2.26-2.99/Mcf | $3.00-4.99/Mcf | $5-5.99/Mcf | $6/Mcf
or higher

$40,000 $45,000 $50,000 $55,000  $60,000
n $30,000 $35,000 $40,000 $45,000 $55,000
T $25,000 $30,000 $30,000 $40,000 $50,000
B $10,000 $15,000 $20,000 $20,000 $20,000
B $10,000 $15,000 $20,000 $20,000 $20,000
B $10,000 $15,000 $20,000 $20,000 $20,000
$10,000 $15,000 $20,000 $20,000  $20,000
BN $10,000 $15,000 $20,000 $20,000 $20,000
R $10,000 $15,000 $20,000 $20,000 $20,000
BT $10,000 $15,000 $20,000 $20,000 $20,000
B 5,000 $5,000 $10,000 $10,000 $10,000
B 5,000 $5,000 $10,000 $10,000 $10,000
ER 5,000 $5,000 $10,000 $10,000 $10,000
BT 5,000 $5,000 $10,000 $10,000 $10,000
BN 5,000 $5,000 $10,000 $10,000 $10,000

e \Vertical wells are assessed at 20 percent of the horizontal well fee for 10
years.
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PUC Act 13 — Fee Distribution
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e PUC to administer distribution of impact fee
money

* Law earmarks about $25 million for state
agencies to offset the statewide impact of drilling

* 60% of the remaining funds after earmarks goes
to counties/municipalities

* 40% for statewide initiatives with potential local
impacts and value



NNNNNNNNNNNN

lllllllllllllllllllllll

Developing algorithms, computer programs necessary to
distribute impact fees

Specific amounts not available at this time

Amount allocated shall not exceed $500,000 or 50 percent
(whichever is higher) of the total budget for the prior fiscal
year for eligible municipalities

Beginning with 2010 budget year, adjusted annually

Law specifically specific on how money can be spent

— Such as water, wastewater and road maintenance, repair; social
service delivery; emergency preparedness; environmental
programs; tax reductions; increased safe/affordable housing;
employee training; or planning initiatives
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PUC Fee Distribution
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Requires all qualifying municipalities to submit a
“Municipality Budget Report”

— Deadline: July 6, 2012

PUC required to report deposits of and expenditures
from fee

Qualifying municipalities will file Impact Fee
Disbursement Report for each calendar year

— Deadline: April 15 of each year

— Must be published annually on county/municipal website
(if available)

Forms included in Final Order — available on website
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puc Local Ordinances, Oil/Gas Operations

* The following information is subject to a proceeding currently before the
state courts

*  PUC delayed taking final action on Chapter 33 of law due to pending court
proceedings

* Law specifically :

Defines oil and gas operations

Says all local ordinances “must allow for the reasonable development of oil
and gas resources”

Establishes PUC duties for reviewing local municipal ordinances

* PUC has 120 days after request to:
— Provide an advisory opinion to local governments

— Answer a request for review to resident/producer through a PUC Order

Allows filings directly with Commonwealth Court to invalidate a local
ordinance on oil, natural gas drilling

* No statutory deadline for court action
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PLE Local Ordinances
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e PUC Tentative Order (again, these provisions are subject to a
proceeding currently before the state courts. Because of that, the
PUC has not taken final action)

— Statute provides 120 days from the provision’s effective date (April 14,
2012) for municipalities to review and amend existing oil, natural gas
drilling ordinances

e Because Aug. 12, 2012, falls on a Sunday — deadline is Aug. 13, 2012

— Establishes procedures for handling advisory opinions/request for
review

— Verifies that local governments with ordinances in violation of the law
are ineligible to receive impact fee funds

* Eligible once ordinance is amended or repealed in accordance with the law

* Notice of amendment/repeal to be filed with PUC within 5 days of local
government action
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o All filings and submissions that are sent to the
Secretary of the PUC and can be submitted by:

— Mail (either first class, certified or overnight delivery)
— |n person

— PUC’s eFiling system on our website at
WWwWWw.puc.state.pa.us

— Faxes or filings attached to an email are NOT
acceptable


http://www.puc.state.pa.us/
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* Timely filings must be:
— Filed with the Secretary’s Bureau

— Contain the docket number for the matter (unless it is
a new matter/filing)

— Made between 8 a.m. and 4:30 p.m. Monday through
Friday on the date due

e Date of Deposit or Postmark or Shipping Date by
first class mail, certified or overnight delivery must
be the same date the filing is due
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PUC How to Contact the PUC
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» Secretary’s Bureau (official filing)

— 717-772-7777

— P.O. Box 3265, Harrisburg, PA 17105
» eFiling (official filing)

— Log onto www.puc.state.pa.us

— Click on eFiling (on left)
e PUC Law Bureau (informal inquiries only)
— (717) 787-5000

— Eric Rohrbaugh (Deputy Chief Counsel); John Herzog (Assistant Counsel);
Jim Melia (Assistant Counsel)

* ra-Actl3@pa.gov (informal inquiries only)

— Filings cannot be made at this email address — informational emails to this
address only


http://www.puc.state.pa.us/

