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MARCELLUS SHALE ADVISORY COMMISSION | ﬂ"
Work Group Recommendation Format '

WORK GROUP: Infrastructure

SUBMITTED BY COMMISSION MEMBER(s): Rob Powelson, Chalrman of PA PUC

NOTE: Each recommendation should be brief with a 2 bage maximum upon completion. All
recommendations are due to Chris Gray {chraray@state.po.us) no lgter than May 31, 2011.

SUMMARY OF CHALLENGE OR OPPORTUNITY:

.« Marcellus Shale Gas Safety Tralning Center

RECOMMENDATION {including benefit, challenges to implementation, and titing):

* Thereis only one site In the nation for gas safety tralning inspectors to be trained. It’s
based on Oklahoma City, OK.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)

N/A

POTENTIAL FISCAL IMPACT:

s This facllity Is being proposed by EQT in collaboration with the Marcellus Shale
Industry. The gas safety training facility will bring together all aspects of the industry.
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MARCELLUS SHALE ADVISORY COMMISSION
Work Group Recommendation Format

WORK GROUP: Infrastructure

SUBMITTED BY COMMISSION MEMBER(s): Chris Helms and Randy Smith

NOTE: Each recommendation should be hrief with o 2 page moxirnum upon completicn.
recommendations are due to Chrls Gray (chrgray@state.pa.us) no later than May 34, 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

Oggortumty
Four key opportunities for improving the permitting process for plpellnes are seen;
¢ Impioved coordination between state and federal agencies throughout the permitting
Process,
» Creatlon of a “One Stop” permlt process for manéging state permit requirements,
¢ Expand the use of General Permits to authorize routine activities
s The state should maintain primary approval authority for multivcountv linear projects..

Improvements and enhanced coordination in the permitting process between the Federal and
state regulatory agencies and improvements in state processes that would allow concurrent
review of permit applications would reduce redundancies In the review processes, and enable
pipeline operators to complete pipeline projects within certain and reasonable timeframes that
allow the operator to meet market demands and to safely deliver Marcellus-produced gas to
end users.

Challenge

The greatest challenge in continuing to operate the existing pipeline infrastructure and to
expand its capacity will be primarily of a regulatory nature - the Commonwealth’s ability to
appropriately coordinate and/or synchronize state agency pipeline permitting to effectively
manage a streamlined review and timely approval process.

As presented by El Paso Corporation during the Infrastructure Work Group session, an example
was given oh a Tennessee Gas Pipeline 112-mile looping project in Pennsylvania, where the
Federal Energy Regulatory Commission (FERC) approval process took 18 months, construction
took seven months, and the Pennsylvania state permittingtook more than 30 months. This is
consistent with the experience of similarly situated pipeline operators, and illustrative of how
the lack of a coordinated state agency permitting process could be detrimental to the
development of required infrastructure in the Commonwealth,
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The state permitting required for pipeline projects in Pennsylvania is critical to the execution of
well-vetted, comprehensively planned infrastructure. Pipeline projects in Pennsylvania are
currently subject to permitting by the Department of Environmental Protection, Fish and Boat
Commission, Department of Conservation and Natural Resources and the Game Commission. A
centralized permitting process for these agencies would reduce delays that are detrimental in
pipelines meeting market demands on time and within budget. Such detriment can be harmful
" to an operator’s willingness and ability to operate within the Commonwealth, which could

ultimately result in delays or inability to move natural gas from the Marcellus production sites
in Pennsylvania to the location of market demand.

RECOMMENDATION:

In an effort to ensure a well-organized and efficient process of infrastructure development, the
Commission recommends improved state coordination with the FERC, who Is responsible for
issulng certificates of public necessity to approve Interstate pipeline projects. The FERC has a
pre-filing process that allows stakeholders {including a state) to provide input on all elements of
a project, including routing, permitting requirements and scheduling. The FERC pre-filing
process creates a public docket for the project, which is intended to avoid redundancy and

sequential processing. The states must actively engage In this process to ensure its concerns
are heard and addressed.

Additionally, the Commission recommends the development of a centralized “One Stop”
oversight program that would coordinate.all elements of the state permitting process by
naming a lead state agency responsible for coordinating all notifications to other state agencies
holding an interest in the permit application. This oversight would ensure the timely review,
comment, and approval of permitting, and could also assess the varlous agencies to ensure that
adequate state resources are available to work within the FERC deadlines and project schedule.
To assist in meeting resource demands, the agencies could consider allowing applicant-funded
third-party resources to work independently for the state.

The Commissioh recommends that, in an effort to streamline the permitting process, the DEP
expands the use of their general permlts to routine activities that currently require individual
permitting. General permits can be granted for routine activities under a given threshold,
though in the current system, the state still reviews work to be done within that threshold.
Other agencies, such as the Army Corps of Engineers or the FERC, have general permits and
blanket certificates, wherein if work is to be done within those pre-set limits, additional review
is not required. Under the proposed approach, for all work proposed at or below the pre-set
limits of the general permit, the operator must only submit notification of the work.

And finally, the Commission recommends that the state maintain primary approval authority on
multi-county linear projects. When a project crosses multiple county lines, the state should

seek Input from the affected countles and coordinate a common response to the concerns

raised by counties, however, the state should maintain ultimate approval authority for the

project. Centralizing the permitting process with the state and not on the county level for

linear projects would reduce such discrepancies and delays. .
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LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)

Each recommendation can be implemented via Executive Order by the Governor.

POTENTIAL FISCAL IMPACT:

if properly implemented, the recommendation offered here are likely to result in a net savings
to the state, counties and local governments as a result of improved coordination, less
duplication of effort and more streamlined processes. Savings are also likely to result in quicker
and more efficient permitting processes. ' :

Where appropriate, the Commission recommends that the state allow applicant-funded third
parties to coordinate the varlous elements of permitting, thereby reducing the number of state-
funded resources required.



~ MARCELLUS SHALE ADVISORY COMMISSION 3
Work Group Recommendation Format '

WORK.GROUP: Infrastructure

SUBMITTED BY COMMISSION MEMBER(s): Chris Helms

NOTE: Each recommendation should be hrief with ¢ 2 page maximum upon completics. !
recommendations are due to Cheis Gray (chraray@state.pa.us) ne later thap May 31, 2034,

.SUMMARY OF CHALLENGE OR OPPORTUNITY:

An extensive network of distribution, midstream, intra- and Interstate natural gas transmission
pipelines exist in Pennsylvania, comprising a decades-old infrastructure that is currently
delivering natural gas In, out and throughout the Commonwealth. With the burgeoning
development of the prolific Marcellus Shale, Pennsylvania has the opportunity te become a
gross exporter of natural gas, and to meet its own energy needs with natural gas produced
within the Commonwealth, In this scenarlo, a comprehensive and expansive infrastructure of
pipelines will be critical. With the proper Infrastructure in place, and by building capacity to
meet future needs, Pennsylvania will be posed to deliver Marcellus-produced natural gds
throughout the Commonwealth and the entire region. In order to deliver the quantlties of
hatural gas that will be produced In the coming years and to meet Increasing market demands,
an Increase, In pipeline capacity will be required.

Key to the ability of pipeline operators in the Commonwealth to continue to operate the
existing plpeline Infrastructure and to expand its capacity will be a robust regulatory framework
for supporting pipeline safety Initiatives. Operators must continue to work with state and .
federal regulators to ensure a safe and reliable pipeline network, and ensure that the puliic is
not only safe but is confident in the condition of the Infrastructure. The Pennsylvania legislature
must pass pipeline safety legislation that Is not redundant with existing federal regulations, hut

Is complementary and works toward achievln'g common objectives of maintaining a safa
system,

RECOMMENDATION:

‘Ensuring a comprehensive pipeline safety strategy is incumbent on the pipeline operator and
on state and federal regulators. The two pipeline safety bilis currently before the Pennsylvania
legislature (SB 325 and HB 344) address these concerns, and In the case of both bills, the
Pennsylvania Public Utllity Commission would have general administrative authority to
supervise and regulate pipeline operators within the Commonwealth in a manner consistent
with Federal pipeline safety laws. This legislation makes several recommendations that would
improve the public’s comfort in the state of pipeline safety in Pennsylvania. SB 325, for
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example, requires reporting of Class | pipeline, which would ensure safety measures be taken
on pipelines in less populated areas.

Much of the nation’s pipeline infrastructure was put into service decades ago, and has been
kept fit-for-service through regular maintenance and inspections. However, in the coming
years, pipeline operators wilt replace extensive miles of thelr systerns with new pipe. To enable
operators to do so, the Commission recommends that state and federal regulatory entities
allow a cost-recovery mechanism to incent pipeiline replacement that will allow operators to
make these upgrades without incurring cost that they cannot recover.

Additionally, the Commission recommends that the Commonwealth support the development
of a Pennsylvania-based first responder training program. Essential to the workings of a sound
pipeline opérator is an effective relationship with emergency responders, who are tralned to
respond to specific natural gas-related emergencles, and who understand the properties of
natural gas as well as the system on which they are working.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)

The Commission recommends that in the area of pipellne safety measures, through the support
of SB 325 and HB 344, the Pennsylvania PUC enforce the Federal pipeline safaty faws, and enter
into agieements with the US Department of Transportation to inspect facilities. Such a change
in regulation would not be duplicative of existing regulation, and Instead would transfer
ownership of this process from the federal goverriment to the state. Such a transfer of
responsibility would Increase public confidence in the state’s execution of safety inspections.

From a regulatory perspective, the Commission recommends that utilities be allowed a cost-
recovery mech_anism‘, to enable the replacement and upgrade of existing infrastructure.

POTENTIAL FISCAL IMPACT:

Complementary to the recommendation that the PUC regulate Interstate plpelines, additional
state inspectors will be needed to manage this regulatory process. This cost will be covered as
~ designed in the currently proposed pipeline safety bills, in that the PUC will determine an
appropriate annual assessment based on intrastate transmission, regulated distribution and
regulated onshore gathering of pipeline miles. '



MARCELLUS SHALE ADVISORY COMMISSION ' H
Work Group Recommendation Format

WORK GROUP: Infrastructure Committee ~1

SUBMITTED BY COMMISSION MEMBER(s): Barry Schoch

NOTE: Euch recommendation should be brief with a 2 page maximum upon completion. All
recommendations are due to Chris Gray (chraray@state, po.us) no later than May 31, 2014,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

The development of the Marcellus Shale Gas Play greatly Increases the need for the transport
of commodities. Sand, water, pipe, and water treatment have become commodities greatly in
demand. On May 9, 2011, the SEDA-COG JoInt Rail Authority provided a briefing to the
Infrastructure Committee of the Marcellus Shale Advisory Commlission. [n that briefing, detalls
were provided that showed dramatic increase in traffic density of short-line rall carloads ,
because of the Marcellus development, Specifically, freight traffic was 16 times greater in 2010
than it was in 1986. '

A Rall Freight Grant Program exists; however, historically this has been funded with general
fund monles. The program Is currently not funded.

If commodities cannot be transported on rait facilities, then they will be transported on an
already exhausted system of highway and bridges that are In great need repair,

It is imperative that the Commonweaith capitalize on the Marcellus Shale opportunity.
RECOMMENDATION (Including benefit, challenges td Implementation, and timing):

Identify a funding source that could be used to address a variety of transportation
infrastructure needs. The transportation account should be flexible, so that resources could be
“used to best address the Identified need. Funds should be able to be used to enhance su 7y .
maintain roads or bridges, as well as improving rail facilities {getting trucks of the road).

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please sumi'narlze)

Legislation would be needed to identify the funding sources. Regulations would be necessary
to establish how the funding would be utilized and/or distributed.

POTENTIAL FISCAL IMPACT:
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The Marcelius Shale Gas Play is creating opportunity throughout Pennsylvania, Along with this
opportunity comes a tremendous impact to the Transportation system. Appropriate
transportation investment will enhance our abllity to meet the growing demands for
commodity movement as well as maximize the economic implications of those decisions,



MARCELLUS SHALE ADVISORY COMIVISSION ' 5

Work Group Recommendation Format

WORK GROUP: Infrastructure-Committee

SUBMITTED BY COMMISSION MEMBER(s): Scott Christie, Gary Slagel, Ray Walker

NOTE: Each recommendation should be brief with a 2 page moaximum upon completion, All-
recommendations are due to Chris Gray (chraroy@state.pa.us) ne later than Moy 31, 201L.

SUMMARY OF CHALLENGE OR OPPORTUNITY:
Scott Christlé, Deputy Secretary for Highway Administration, PennDOT Summary:

There are roads that are being damaged that are not posted and will likely not be posted. How
does PennDOT recover costs for this damage. The current posted and bonded road program is
working. However there are three areas that could use improvement.

1. The current process in undergoing daily change. Considering the current process -
what comments would the Industry have — so that PerinDOT’s performance Is more

‘ timely? ‘

2. Currently there are companies that do not keep up maintaining roads with major
damage and almost none of the companies keep up maintaining roads with minor
damage. What should PennDOT do to achleve better performance from the
industry

3. Hereis where | would also Include Matt’s comment on the tlmmg to implement
BMP's for E and S.

Gary Slagel, Consol Energy Summary:
Can Industry do the surveys, designs, checking of plans, inspections, etc.?

Concern over how the roads are evajuated prior to being impacted and whether an objective
process can be used to establish those conditions. If it is a manpower Issue within DOT hir. .
consultants may be a remedy — can industry help pay?

“Confuslon ahout the timing of repairs, particularly where multiple companies are using the
same road and there is a question about the division of responsibility. May be a need for an
Industry MOU type document that all bonded users of the road sign on to.

Problems with bonded users getting deleted from the list of users even when they submit a

request based on the fact that plans have changed and they have not and are not golng to use,
the roadway they had bonded.

A



Ray Walker Summary: -

Better coordination with townships and PennDOT regarding road construction and
maintenance.

RECOMMENDATION (Including benefit, challenges to implementation, and timing):
Scott Chrlstie, Deputy Secretary for Highway Administration, PennDOT Recommendations:

1. Funding repair of NON posted roads that are suffering damage

2. Allow for proactive implementation of £ and S controls as roads are damaged

3. PennDOT/Industry partnering to allow Industry to perform work for the DOT - such as

constructlon inspection/roadway Inspection. This would free up PennDOT resources to

complete work more timely. ‘

Review the amount of additional fuel tax generated by the MShale industry activity

Improve timeliness of repair to all damaged roads

6. Funding of current resources PennDOT is expending managing the bonded road
program

7. Continue to modify progesses used to manage the bonded road program

v

Ray Walker:

Recommendation for industry to look at both state and township roads in advance of thelr
operations and stabilize roads In advance as necessary 50 as not to create envlronmental issues
or safety issues on the roads during operations.

The challenge to implementation on this recommendation s timing and planning for operators.
It may take operators 12 months to get to the point where they are proactwely planning road
stabllization prior to initiating operations.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)
Much of this could be handled outside of regulatory change within guidance / policy
documents.

POTENTIAL FISCAL IMPACT:
In-cases of additional manpower or resources by the federal government, industry is expressing
willingness to pay if it helps to expedite.



MARCELLUS SHALE ADVISORY COMMISSION
Work Group Recommendation Format

WORK GROUP: Infrastructure Committee

SUBMITTED BY COMMISSION MEMBER(s): Christopher Masciantonio

NOTE: Fach recommendation should be brief with a 2 page maximum upon completion. All
recammendations are due to Chris Gray {chraray@state,pa.us] ne later than May 31, 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

Use of Blast Furnace Slag and Steel Slag for Well Pad and Well Roadway construction. Blast
Furnace Slag and Steel Slag are byproducts of the iron and steelmaking process, As a major

‘'stee! production state, Pennsylvania is home to a rellable supply of Blast Furnace and Steel Slag.

Utilization of the Slag products will ensure high quality well pad and well roadway construction
in a cost effective manner, while providing significant environmental benefits to the
Commonwealth.

RECOMMENDATION {Including benefit, challenges to Implementation, and timing}:
Steel and Blast Furnace Slag are highly recyclable byproducts of the electtic arc and integrated

steelmaking processes, These materials are comparable to naturally occurring aggregate
materials. Use of Blast furnace and Steel Slags for aggregate applications in place of naturally

-occurring materials saves on landfill space and the over mining of the state’s natural aggregate

resources. These materials are currently readily available in ample supply and there are no
challenges to implement use of Slags other than recognition by the Marcellus shale producers
that this is a low cost, high quality, highly recyclable material.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize}

No regulatory change Is needed. The Pennsylvania Department of Environmental Protection
endorses the use of Blast Furnace and Steel Slags for Well Pad and Well Roadway construction,
These slag uses are currently covered by several PADEP General Permits for Beneficial Reuse.
The Slag products have a long history of use as an aggregate for construction purposes In
Pennsylvania and across the country. '

POTENTIAL FISCAL IMPACT:

In geographic locations where Blast Furnace and Steel Slags are readily available, Slag costs can
range from 5% to 25% less FOB than natural aggregates. Accordingly, there would be no
financial impact on the Commonwealth, and likely a flnanclal benefit for the construction of
well pads and well roadways.




MARGELLUS SHALE ADVISORY COMMISSION
Work Group Recommendation Format

WORK GROUP:

SUBMITTED 8Y COMMISSION MEMBER(s):
Ray Walker

o ot e s
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NOTE: Each recommendation should be brief with a 2 page maximum upon completion. All

_ recommendations are due to work group chair no later than XXXX in order to be consldered by full

commission for submission Into final report.

SUMMARY OF CHALLENGE OR OPPORTUNITY:
Incentivize the use of natural gas for vehicles and for power generatlon,

" RECOMMENDATION {Including benefit, challenges to Implementation, and timing):

Recommendation for the incentivization of the use of natural gas in vehicles and for power
generation, ]

The legislature will need to move with tegislation for incentvizing the use of natural gas. Additionally,
in some instances, permits may be requried, The use of natural gas in different applications will be
dependent upon how quickly these happen.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)
While this will include some legislation to incentivize the use of natural gas, this can be performedin -
saveral ways, including: :

{1) Allowing for tax rebates for changing to natural gas

{2) Allowing for tax credits for changing to natural gas

(3) €xpediting permitting for when a power plant would change from coal-fired electric generation to
natural-gas fired electric generation. ‘

{4} Allowing for credits to be traded If Incentivizing the use of natural gas through tax credits.

POTENTIAL FISCAL IMPACT:
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Work Group Recommendation Farmat

WORK GROUP: Local Impact and Emergency Response

SUBMITTED BY COMMISSION MEMBER(s): George Grelg, Secretary of Agriculture

NOTE: Each recommendation should be brief with a 2 poge maximum upon completion, All
recommendations are due to Chrls Gray (chrarav@state.pa.uslng later than May 34, 201L

SUMMARY OF CHALLENGE OR OPPORTUNITY:
Transpottation

Thie current and planned proliferation of state and local road weight limit posting, with
attendant bonding, maintenance agreements and assoclated repair costs Inthe reglons of the
state whare Marcellus gas work Is underway; I8 subjacting the locat loggars, sawmnill and other
wood and paper manufacturing facilities, as well as milk haulers, to unaffordable costs and
unmanageable expenses; particutarly when they will be or are co-honded on a road that is
bonded by a gas operator, In sum, loggers and mitk truckers are co-bonding snd posting with
gas companies, and are suffering conseguences, There were no reported problems from 2000
to 2000 with co bondlng, but clalms beégan In 2008 of the hardwoods Industry pulling road

~ bonds because of high costs, Some have walked away from timber bids due to unaffordable
costs assoclated with road bonding. ‘ '

RECOMMEN‘DATION (including beneflt, challenges to Implementation, and timing)s

The challenga regarding transpottation among agricultural Industiies such as hardwoods and
dalry Is of immadiate concern, and a top priority of the Dapartment. Small logging businesses
are belng forced to turn away from local communities In the Marcellus reglon due to the
“unaffordable costs now assoclated with co-bonding and posting with gas companles. We
racommend considering a policy that takes these concerns Into conslderation and provides
regulatory relief for those companies who are being negativaly impacted.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? {If yes, please summarize)
PennDOT has proposed emergency regulations In Title 67 of the PA Code, Chaptar 189, related |
to the Hauling In Excess of Posted Weight Limits, There may be other potentlal statutoty or
regulatory changes requlred. '

POTENTIAL FISCAL IMPACT:

Unknown at this time



i | MARCELLUS SHALE ADVISORY COMMISSION &4 A e
~ Work Group Recommendation Farmat ' 0 \

WORK GROUP: Infrastructure

SUBMITTED BY COMMISSION MEMBER(s): David M. Sanko (PSATS)

NOTE: Eachrecommendation shau!d.be brief with a 2 page maxlmum upon completion. All
recommendations are due ta Chrls Gray (chrqrav@state.pa.us) no Jater than May 31, 2011

SUMMARY OF CHALLENGE OR OPPORTUNITY: Due to the explosive proliferation In gathering
lInes to su pportthe‘rapid growth of the Industry, here Is a need for oversight by the PUC for the
many new lines that will certainly be bullt to transport natural gas from the well site to
Interstate or intrastate transmission lines. While federal standards exist for gathering lines, -
there Is no enforcement mechanism to ensure that these regulations are followed. '

RECOMMENDATION {including benefit, challenges to implementatlon, and timing):

PUC should be authorlzed and receive funding to oversee gathering lines wlthin the
commonweaith and to ensure that these lines are compliant with relevant faderal
requirements and best practices. In order to minimize potential danger from leaks and
explosions, considerations should be glven to burying lines at a depth sufficlent to avold
damage from routine road maintenance activitles. Legislation should requlre that local officlals
and emergency responders be provided with gathering line locatlons for planning and
gInergency response purposes. '

'LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)
. Leglslatlon Is needed to empower the PUCto0 take on this role and a funding mechanism will be
needed to provide PUC with the resources to properly carry out these responsibilities.
Leglslation is currently moving In the General Assembly that would Implement this
recommendation,

POTENTIAL FISCAL IMPACT:
Funding will be needed to provide PUC with the resources heeded to carry out Its

responsibilities, which should be provided from an assessment mechanism on the owners of
the gathering lines, ' '

s
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MARCELLUS'SHALE ADVISORY COMMISSION @ .
Work Group Recommendation Format o~ -

WORK GROUP: Infrastructure : ( O |

SUBMITTED BY COMMISSION MEMBER(s): David M. Sanko {PSATS)

NOTE: Each recommendation should be brief with a 2 page maximum upon completion. All
recommendations are due to Chrls Gray (chraray@state.na,us) no loter thap May 31, 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

intensive heavy truck traffic, including the hauling of heavy drllling equipment, the
transportation of water; and the removal of waste and other dritling byproducts, has an adverse
Impact on local roads, highways, and bridges. This negative situatlon is exacerbated by the fact
that a significant portion of such haullng activity occurs on rural roadways that were not
constructed for this typa and amount of truck traffic. Addingto this the fact that these roads
are exposed to extreme fluctuations in weather throughout the year, they will quickly
deteriorate and require constant malntenance and upkeep, . :

PSATS encourages its members 1o post and bond their roads and to work closely with the
industry to ensure that the entlty damaging the road pays for this damage. However, the
bonding rates, which are the Insurance pollcy that the damage will be repalred, have not been .
increased since the early 1980s and do not reflect the current costs of paving a road, let alone
rebullding it. In addition, the regulations currently do not include a mechanism to recover all
costs assoclated with hauling, Including additional staff to constantly inspect road conditlons
and monitor repaits. :

. RECOMMENDATION {Including benefit, challenges to implementation, and timing):
Increase the maximum bonding amounts from $12,500 per mile for a paved road and $6,000
pér mile for an unpaved road to better reflect today’s cost to repalr and reconstruct roads,
which are upwards of $80,000 per mile, " '

Amend regulations to specifically authorize excess malintenance agreements as a necessary tool
to administer and enforce weight limits used by heavy haulers,

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)
Amendment to exlsting statute or PennDOT regulatlons as. necessary to implement this change.

1O



“POTENTIAL FISCAL IMPACT: i , Pty , O Q)
Some Impact on the entity damaging the roads from the higher bonding amounts. Decreased :
cost exposure for municipalities due to the abllity to pull a bond that will actually repalr the

. damages. : '
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- Work Group Recommendation Format’ T

]\

WORK GROUP: LocaHmpacband-Bmargﬁ‘mesm&/ T

SUBMITTED BY COMMISSION MEMBER(s): Jeff Wheeland

MM

NOTE: Each recommendation should be brief with a 2 page maxlmum upon completion, All
recommendations are due to Chils Gray {chrar te.po,ys).ng later than 31, 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

M Uashsldinaslg]
rartv I onoded St RRIOW N Ao | Gas companles have a strong need
for alr service as many companies and employees are based In southern and western states
making travel by other modes undeslrable. In addition, many gas compa nles have thelr own
fleets of corporate alrcraft that need adequate aviation facliities to store and service. {Note that
one out of every three commercial passengers using the Wllilamsport Regional Airport Is
attributable to the gas industry and over 60% of corporate alrcraft utillzing the alrport Is gas
d at Williamsport alrport 3% during the last six_
: sy R IS

o
elalel

RECOMMENDATION {Including benefit, challenges to _lmplamer;tation, and tlnilng):

The PA Bureau of Avlation, as part of its update to the State Aviation Plan and Economic Impact
of Aviation Report, should undertake a detalled assessment of air service and infrastructure
heeds of airports to determine the overall alr service needs and infrastructure upgrades to
respond to new business opportunities stimulated by the gas industty, The Commonweaith
should work closely with alrport authorlties, Countles, Chambers of Commerce to increase
Iimited alr service choices, especially at alrports situated In the Marcellus region which will also
stimulate competition among the alrline industry and help lower fares at these smaller airports.
The state should offer increased assistance In the alrline recrultment process.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)

" Ensure increased municipal compliance with State Alrport Hazard Zoning Act.

I



w21 POTENTIAL FISCALIMPACT: . : | s k\' 6

Provide Increases in State Aviation Development Grants to alrports to upgrade infrastructure to
adequately capture new business opportunities from gas Industry at alrports, including aircraft
hanger expansion and repalr, runway safety, terminal bullding expansions and improve
Intermodal connectivity as appropriate. ' : . L



MARCE SHALE \4 $S10
Work Group Recommendation Format

WORK GROUP: Loeal-impact-and-Emergoncy-Respense—

SUBMITTED BY COMMISSION MEMBER(s): Jeff Wheeland

MM

NOTE: Each recommendation should be brief with a 2 page maximum upon completion. All
recommenduations are due to Chtls Gray (€ s g.ug) no loter thah ivVia 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

Gas exploration relles heavlly on BHEHUHEHA18A: RIS, Rallroads In the Marcellus
Shale reglon have witnessed sharp Increases In carioad operatlons since the emergence of gas
drilling by hauling frac sand, plpe, drilling equlpment, chemicals etc., As an example, the

“Lycoming Valley Rallroad hauling activity attributable to Marcellus has jumped from 80 carloads
I, 2008 to over 6,000 carloads in 2010 and is forecast to double agaln inthe next two years.

" With this sharp Increase (n rall frelght, more local train crews are being hired with new

revenuss along with major expansion of the local rail system and restoration of unused rall

reused factory buildings,
i e
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industrlal sites filling up throughout the Marcellus Shale reglon which will pose a-major problem
for accommodating new growth opportunities. it Is hoted the SEDA-COG Joint Rail Authority
working In partnership with the County of Lycoming secured a $ 10 million TIGER 2 federal
grant for railroad infrastructure upgrades in 5 countles.

RECOMMENDATION {Including benefit, challenges to implementation, and timing):

The Commonwealth should work with railroad owners and operators to thoroughly evaluate
rallroad Infrastructure preservation and new rall capacity needs to adequately respond 10
growing demand for rail service by the gas Industry and forge partnerships with the industry as
an Intermodat approach. Better use of rafl will also reduce the need for costly highway and
bridge impacts but it will not eliminate these Impacts since rall/truck transfer must occur to
access numerous remote gas well location sites throughout a vast reglon.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)
‘Undertake a thorough review of the PA Rall Freight Assistance Program and PA Rail Capital

Budget process to determine any changes needed to properly respond to substantial rail frelght
needs of the gas Industry.

&
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POTENTIAL FISCAL IMPACT: | ' . \D\/ @

The PA Rail Freight Assistance Program is substantiatly underfunded to address the emerging
rail freight needs of the gas Industry and should be increased In a way that promctes strong
public and private partnerships and encourages greater contributions from the gas industry In -
return for higher state funding assistance to fund high prlotity projects. '
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NOTE: Each recommendation should be brief with a 2 page maximum upon completion. All
recommendations are due to Chrls Gray. (chrargv@state.po.us) no later, than Mgy 31, 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

Gas exploration Is having Impacts to local and state bridges. R e o
ORISR ekt SO, \n fact, the number and condition of locally-owned
bridges less than 20 feet are uhknown because federal requirements do not require systematic
inspectlon cycles for these smaller bridges, Many of these aging and welght restricted bridges
are located in the Marcellus Shale region and are being Impacted by sudden Increases in heavy

truc brid LB DR
YR A

RECOMIMENDATION (Inbluding henefit, challenges to Implemantation, and timing):

All publicly owned bridges In the Commonwealth regardless pf ownership and span Iehgth_
should be routinely Inspected by qualified englheers to determine appropriate welght limits,

necessary repairs and funding requlrements to ensure bridges remain open and safe for public
use. ' _

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (1f yes, please summarize)

State leglsiation should be enacted to require an inventory and inspection of all publicly owned
bridges, including smaller bridges of 8-20 feet span length and financial resources should be
provided to the bridge owners to accom plish these Inspections perhaps through the impact fee
approach. Additional state funding should be approved for PennDOT to accelerate the repair
and replacement of_structurally deficlent bridges in the Commonwealth.

POTENTIAL FISCAL IMPACT:

The County of Lycoming is the flrst county in PA to develop an inspection program for smaller

locally owned bridge 8-20 ft. long, Typically, bridge Inspectlons cost about $ 1,000 - S5 2,000.per
structure. .

1%
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NOTE: Each recommendation should be brlef with a 2 page maximum upon completion. All
* recommendations are due to Chris Gray (chraray@state.pd.us) ho later than May 31, 2013

L]

SUMMARY OF CHALLENGE OR OPPORTUNITY:

g b o) B ST Sy R )
Marcellus Shale gas exploration, Many state-owned secondary and local roadways have already’
been posted for welght limits and gas companies are.bonded to.perform neaded repairs in a
timely fashion. It Is acknowledged that gas companles are spending millions to undertake road

repalrs and In sore cases the road 15 actually.an Improvement over Its earlier condltlon,
%;lowever o) LA 3 AN fiok

)

h1

anities Is

RECOMMENDATION (Including benefit, challenges to implementation, and timing):

A comprehensive database should be established to monitor traffic volumes on state and focal
roadways to compare increases In traffic (especially truck trafflc) on roadways in the Marcellus
Shale reglon since gas exploration has occurred to esta bilsh a baseline and factually assess
impacts. Accelerated pavement life cycle deterloration analysis {especially on non-
posted/bonded roads) should be undertaken to determine future maintenance costs and
funding needs due to significant increases tn truck traffic from the Industry.
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LEGISLATION AND/OR:REGULATORY CHANGE NEEDED? (f yes, please summatlze} s \(

EEIYL N

A thorough review of the PA Motor Vehicle Code needs to be performed as It relates to the

permitting process for road and bridge posting and bondlng, routing of oversized and

overwelght vehicles, highway occupancy permitting, hazardous materials transport, truck safety

inspectlons, traffic control devices etc..The PA Impact Fee Law should also be reviewed as the
mobile nature of gas exploration activity creates issues wlth a municipality's ability to utilize

" this legislation to recover costs for off-site improvements necessitated by this industry,

POTENTIAL FISCAL IMPACT: -

The Commonwealth and Its countles and munlcipalities must know the true fiscal impact of gas
exploration on our entire roadway system and not just limit cost recovery from the Industry on
posted and bonded roads. It Is likely that current gas taxes and fees pald by the industry are-not
sufflelent to cover Increased costs of malntaining hon-posted and bonded roads experiencing
greatly accelerated life cycle deterloration from heavy truck traffic and a fiscal analysls should
be undertaken by the state In this regard. Included In.this fiscal analysis should be a review of
PA Motor Liquid Fuels Tax recelpts to uhderstand why countles and local municipalities are not
recelving additional funds froin the State at a time when large Increases in fuel sales generated
by the gas industry are occurring. Even the current high price of gas with potentlal reduced
overali travel and use of more fuel gfficlent vehicles should not offset the large amount of
revenue derived from the gas Industry and it Is unlikely they are purchasing much of their fuel
out of state. C .
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Work Group Recommendation Format

WORK GROUP: Infrastructure Committee

SUBMITTED BY COMMISSION MEMBER(s): Christopher-Masciantonio

NOTE: Each recommendation should be brief with a 2 page maximum upon completion. All
recommendations are due to Chris Gray (chraray@state.pa.us) no later than May 31, 2011.

SUMMARY OF CHALLENGE OR OPPORTUNITY:

The development of the Marcellus Shale provides an opportunity to promote the use of
domestlc-based tubular stee! products in the drilling and construction of hatural gas wells.
Sectlon 212(a) of the Oil and Gas Act, 58 P.S. § 601,212(a), requires well operators to file annual
reports with the Department of Environmental Protectlon (“DEP”) specifying the amount of
well production and the status of each well. This section could be amended by leglslation to
require well operators to report the country of origin and manufacture of the steel products
used to drill or maintain the well during the reporting period. Reporting will allow the DEP and
the General Assembly to determine whether domestic tubular steel products are being used in
the construction and maintenance of natural gas wells In Pennsylvania. Requiring disciosure of
the country of origin and manufacture of steel products used in gas production will provide
greater transparency as to the origins of the steel and the quality tests that the steel was
subject to in the countries of origin and manufacture. Collection and disclosure of this
Information will allow the DEP and General Assembly to determine whether additional
legislation Is required concerning the use of fareign steel in the construction of these facilities.

RECOMIMENDATION (including benefit, challenges to impleméntation, and timing):

Section 212(a) of the Oil and Gas Act, 58 P.S. § 601.212(a), could be amended to add the
foilowlng subsection:

(1 The report_shall also_specify the country of origin_and
manufacture of any steel products used in the maintenance or

~ construction of the well in the reporting perlod. This information
shall not be considered confidential.

The amendment would direct well producers to include this Information in its annual well
praduction report to the DEP and the legislation would require the DEP to report this
information on an annual basis to the General Assembly. Reporting this information to the DEP

HA-257059 v1
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and General Assembly will permit a determination of the amount of domestic steel bling used
for these facilities and whether there Is any Issue concerning the quality and safety of steel
being used for these important facilities.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)

Yes. The proposed legislation identified above would have to be amended and the amended
legislation enacted by the General Assembly and signed by the Governor. The DEP would have
to promulgate regulations for the implementation of the proposed legislation.

POTENTIAL FISCAL IMPACT:

The financial impact on the well operators to report the country of origin and manufacture of
the steel products used in thelr facilities should not be significant. The documentation
produced with the purchase of steel pipe usually Identifies Its country of origin and
manufacture and the pipe itself frequently is labeled with Information Identifying its country of
origin and manufacture.
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MARCELLUS SHALE ADVISORY COMMISSION
Work Group Recommendation Format

WORK GROUP: Infrastructure Committee

SUBMITTED BY COMMISSION MEMBER(s): Christopher Masclantonio

NOTE: Eoch recommendation should be brief with o 2 page maximum upon completion. All
recommendations ore due to Chrls Gray (chrarav@state.pa.us) no later than May 31, 2011.

SUMMARY OF CHALLENGE OR OPPORTUNITY:

The development of the Marcellus Shale provides an opportunity to promote the use of
domestic-based tubular steel products in the construction of gathering lines and utility
plpelines. Proposed legislation currently before the General Assembly can be amended to
require public utilities and pipeline operataors to report the country of origin and manufacture
of the steel products used in their facilities. Reporting will allow the Public Utility Commission
and the General Assembly to determine whether domestic tubular steel products are being
used In the construction of public utility facilities and pipeline projects in Pennsylvania.
Requiring disclosure of the country of production and manufacture of steel products used in
gathering plpelines and public utility pipelines will provide greater transparency as to the
origins of the steel and the quality tests that the steel was subject to in the-countries of origin
and manufacture. Collection and disclosure of this Information will allow the Commission and
General Assembly to determine whether additional legislation is required concerning the use of
foreign steel in the construction of these facllities.

RECOMMENDATION (Including benefit, challenges to implementation, and timing):

The General Assembly is currently considering proposed legislation amending the Public Utility
Code to accelerate the recovery of capltal costs for public utility facilities constructed by fixed
utilities or city natural gas distribution operations (House Bill No, 1294) and also the expansion
of Public Utility Commission ("Commission"} jurisdiction over pipelines and pipeline operators
that are not public utilities (House Bill No. 344 and Senate Bill No. 325). The proposed
leglslation can be amended to require public utilities and pipeline operators to report the
country of origin and manufacture of the steel products used in their facllities. Reporting this
information to the Commission and General Assembly will permit a determination of the
amount of domestic steel being used for these facllities and whether there is any issue
concerning the quality of steel being used for these important facilities. The specific revisions
to each bill would be the following:

House Bill No. 1294

HA-256954 v2
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House BIll No, 1294 includes a procedure for public utilities to request recovery of reasonable
and prudently-incurred costs for capital projects outside of a base rate proceeding. The
following subsection could be added to proposed Sectlon 1329(b}1).

() _If the incurred costs proposed for recovery by the fixed
utility or city natural gas distribution gperation Include the cost of
installing_ new facilities or replacing existing facilities, the utility or
distribution _company shall identify as part of its request the
country of origin and manufacture of the steel products used in
constructing the facllities.

House Bill No. 344 and Senate Bill No, 325

These bills are similar and confirm the Commission's jurlsdiction over pipeline safety and
pipeline operators which are not public utilities. Both bills require pipeline operators to register
their pipellnes with the Commlission. The similar registratlon provisions in Senate Bill No. 325

(Section 301(b)) and House Bill No. 344 (Section 3204(b)) could be amended. to add the
following language.

(b) Application. The commission may develop an application
for registration under subsection (a) and may charge a reasonable
reglstration fee and annual renewal fee,

(1) The application shall require each pipeline
operator to_identify the country of origin
and manufacture of the steel products used
in_constructing the pipeline.

The Legislation should also be amended to require the Public Utility Commission to report this
informatlon to the General Assembly on an annual Basls,

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)

Yes. The proposed legislation identified above would have to be amended and the amended
legisiation enacted by the Genera! Assembly and signed by the Governor. The Public Utility

Commission would have to promulgate regulations for the implementation of the proposed
legislation.

POTENTIAL FISCAL IMPACT:

The financial impact on the public utllities and the pipeline operators to report the country of
origin and manufacture of the steel products used in their facilitles should not be significant.
The documentation produced with the purchase of steel pipe usually identifies its country of

origin and the pipe itself frequently Is labeled with information Identlfying its country of origin
and manufacture, ~



(’(yu)(%éé)

MARCELLUS SHALE ADVISORY COMMISSION \ 7

Work Group Recommendation Format

WORK GROUP: Infrastructure

SUBMITTED BY COMMISSION MEMBER(s): Chris Helms

NOTE: Each recommendation should be brief with a 2 page moaximum upon completion. All
recommenduations are due to Chris Gray (chragray@state.pa.us) no later than May 31, 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

Municipal authorities are not provided adequate notification of the commencement of pipeline,
especially gathering line, construction. Currently, no regulations exist to mandate such a
notification process. '

RECOMMENDATION:

Through the newly designated centralized state permitting agency {see previous
recommendation), this designated state agency would be responsible for reporting pipeline
projects to the affected municipalities.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)
Implementation of a centralized state permitting agency that includes notification prowsuons
requiring the state notify local municipalities of planned natural gas facilities.

POTENTIAL FISCAL IMPACT:
As noted in the permitting recommendation, state should consider applicant-funded third-party
reviewers to work for the state in the permitting review process.
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Work Group Recommendation Format

WORK GROUP: Infrastructure

SUBMITTED BY COMMISSION MEMBER(s}): Chris Helms

NOTE: Each recommendotion should be brief with a 2 page maximum upon completion. All
recommendations are due to Chris Gray {chraray@state.pa.us) no later than May 31, 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

A comprehensive and expansive infrastructure of pipelines will be critical to Pennsylvania’s
future, With the proper infrastructure in place, and by building capacity to meet future needs,
Pennsylvania will be posed to deliver Marcellus-produced natural gas throughout the
Commonwealth and the region. -

The Commonwealth must have a robust regulatory framework for supporting pipeline safety
initiatives. Operators must work with state and federal regulators to ensure a safe and reliable

. pipeline network, and ensure that the public is not only safe but is confident in the condition of
the infrastructure.

RECOMMENDATION:

1) Enact pipeline safety legislation

tn both SB 325 and HB 344, the PUC would have general administrative authority to supervise
and regulate pipeline operators within the Commonwealth in a manner consistent with Federal
pipeline safety laws. This legislation makes several recommendations that would improve the
public’s comfort in the state of pipeline safety in Pennsylvania. SB 325, for exampie, requires
reporting of Class | pipeline. No pipeline safety regulations shall exceed the level of federal
reguirements.

2) Fitness-for-service requirements
Require pipeline operators to establish fitness-for-service criteria consistent with PHMSA
regulations, including an obligation to inspect facilities on a recurring frequency.

3) Cost-recovery mechanism

State and federal regulatory entities allow a cost-recovery mechanism to incent pipeline
replacement that will allow operators to conduct infrastructure upgrades without incurring cost
that they cannot recover.

LEGISLATION AND/OR REGULATORY CHANGE NEEDED? {If yes, please summarize)
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Passage of SB 325 or HB 344, resulting in the PUC enforcing Federal pipeline safety laws and
entering into agreements with the US Department of Transportation to inspect facilities.

The Commission recommends that utilities be allowed a cost-recovery mechanism, to enable
the replacement and upgrade of existing infrastructure,

POTENTIAL FISCAL IMPACT:
The PUC can determine an appropriate annual assessment based on intrastate transmission,
regulated distribution and regulated onshore gathering of pipeline miles.
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WORK GROUP: Infrastructure

SUBMITTED BY COMMISSION MEMBER(s): Chris Helms and Randy Smith

NOTE: Each recommendation should be brief with a 2 page maximum upon completion. All
recommendations are due to Chris Gray {chrgray@state.pa.us) no later than May 31, 2011,

SUMMARY OF CHALLENGE OR OPPORTUNITY:

Qpportunity
Four key opportunities for improving the permitting process for pipelines:
1) Improved coordination between state and federal agencies throughout the permitting
process
2) Creation of a “One Stop” permit process for managing state permit requirements and
for delivery of project notifications
3) Expanded use of General Permits to authorize routine activities
4) State-maintained primary approval authority for multi-county linear projects

Challenge

As presented by El Paso Corporation during an Infrastructure Work Group session, an example
was given on a Tennessee Gas Pipeline 112-mile looping project in Pennsylvania, where the
Federal Energy Regulatory Commission (FERC) approval process took 18 months, construction
took seven months, and the Pennsylvania state permitting took more than 30 months. This is
consistent with the experience of similarly situated pipeline operators, and illustrative of how
the lack of a coordinated state agency permitting process could be detrimental to the
development of required infrastructure in the Commonwealth.

The state permitting required for pipeline projects in Pennsylvania is critical to the execution of
well-vetted, comprehensively planned infrastructure. Pipeline projects in Pennsylvania are
currently subject to permitting by the Department of Environmental Protection, Fish and Boat
Commission, Department of Conservation and Natural Resources and the Game Commission. A
centralized permitting process for these agencies would reduce delays that are detrimental in
pipelines meeting market demands on time and within budget. Such detriment can be harmful -
to an operator’s willingness and ability to operate within the Commonwealth, which could
ultimately result in delays or inability to move natural gas from the Marcellus production sites

in Pennsylvania to the location of market demand.

RECOMMENDATION:
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1) Improved coordination between state and federal agencies throughout the permitting
process

The Commission recommends improved state coordination with the FERC, who is responsible
for issuing certificates of public necessity to approve interstate pipeline projects. The FERC has
a pre-filing process that allows stakeholders (including a state) to provide input on ali elements
of a project, including routing, permitting requirements and scheduling. The FERC pre-filing
process creates a public docket for the project, which is intended to avoid redundancy and
sequential processing. The states must actively engage in this process to ensure its concerns
are heard and addressed.

2) Creation of a “One Stop” permit process for managing state permit requirements

The Commission recommends the development of a centralized “One Stop” oversight program
that would coordinate all elements of the state permitting process by naming a lead state
agency responsible for coordinating all notifications to other state and local agencies holding an
interest in the permit application. This oversight would ensure the timely review, comment, and
approval of permitting, and could also assess the various agencies to ensure that adequate
state resources are available to work within the FERC deadlines, when applicable, and project
schedule. The One Stop process would apply to all areas of production, midstream and
transmission that require state permitting.

Upon centralizing all permitting required for a project, the One Stop agency would issue a
notification to affected local municipalities to notify them of the work.

To assist in meeting resource demands, the agencies could consider allowing applicant-funded
third-party resources to work independently for the state.

3) Expand the use of General Permits to authorize routine activities

The Commission recommends that, in an effort to streamline the permitting process, the DEP
expands the use of their general permits to routine activities that currently require individual
permitting. General permits can be granted for routine activities under a given threshold,
though in the current system, the state still reviews work to be done within that threshold.
Other agencies, such as the Army Corps of Engineers or the FERC, have general permits and
blanket certificates, wherein if work is to be done within those pre-set limits, additional review
is not required. Under the proposed approach, for all work proposed at or below the pre-set
limits of the general permit, the operator must only submit notification of the work.

4) The state should maintain primary approval authority for multi-county linear projects

And finally, the Commission recommends that the state maintain primary approval authority on
multi-county linear projects. When a project crosses multiple county lines, the state should
seek input from the affected counties and coordinate a common response to the concerns
raised by counties, however, the state should maintain ultimate approval authority for the
project. Centralizing the permitting process with the state and not on the county level for
linear projects would reduce such discrepancies and delays.
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LEGISLATION AND/OR REGULATORY CHANGE NEEDED? (If yes, please summarize)
Each recommendation can be implemented via Executive Order by the Governor.
POTENTIAL FISCAL IMPACT:

If properly implemented, the recommendation offered here are likely to result in a net savings

- to the state, counties and local governments as a result of improved coordination, less
duplication of effort and more streamlined processes. Savings are also likely to result in quicker
and more efficient permitting processes.

Where appropriate, the Commission recommends that the state allow applicant-funded third
parties to coordinate the various elements of permitting, thereby reducing the number of state-
funded resources required.



