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Objective
The Northeest Gas Association (NGA) and its member companies are committed to full
compliance with dl laws and regulaions, and to maintaning the highest ethicd standards in the
way we conduct our operations and activities. Our commitment includes gtrict compliance with
federd and date antitrust laws, which are designed to protect this country’s free competitive
€conomy.

Responsibility for Antitrust Compliance

Compliance with the antitrust laws is a serious busness.  Antitrust violations may result in heavy
fines for corporations, and in fines and even imprisonment for individuads. While NGA’s
atorneys provide guidance on antitrust maiters, you bear the ultimate responghbility for assuring

that your actions and the actions of any of those under your direction comply with the antitrust
laws.

Antitrust Guidelines
In dl NGA operations and activities, you must avoid any discussons or conduct that might
violate the antitrust laws or even raise an gopearance of impropriety. The following guidelines
will help you do that:
Do consult counsel about any documents that touch on sendtive antitrust subjects such as
pricing, market alocations, refusals to ded with any company, and the like.
Do conault with counsd on any non-routine correspondence that requests an NGA member
company to paticipate in projects or programs, submit data for such activities, or
otherwise join other member companiesin NGA actions.
Do use an agenda and teke accurate minutes a every meeting. Have counsd review the
agenda and minutes on sendtive antitrus subjects such as pricing, market dlocations,
refusals to ded with any company, and the like before they are put into find form and
circulated.
Do not have discussons with other member companies about:
your company’ s prices for products or services, or prices charged by your competitors.
codts, discounts, terms of sale, profit margins or anything dse that might affect those
prices.
the resale prices your customers should charge for products you sdll them.
dlocating markets, customers, territories or products with your competitors.
limiting production.
whether or not to deal with any other company.
any compelitivdly sendtive information concerning your own  compayy oF  a
compstitor’s.
Do not day & a meeting, or any other gathering, if those kinds of discussons are taking
place.
Do not discuss any other sendtive antitrust subjects (such as price  discrimination,
reciproca dedling, or exclusive dedling agreements) without first consulting counsd.
Do not create any documents or other records that might be misinterpreted to suggest that
NGA condones or isinvolved in anticompetitive behavior.
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|. Introduction

It is the policy of the Northeast Gas Association (NGA) and its member companies to comply
grictly with al laws, including federa and date antitrust laws that gpply to NGA operations and
activities.  Compliance with the letter and soirit of the antitrugt laws is an important god of NGA
and isessentid to maintaining NGA'’ s reputation for the highest standards of ethical conduct.

The procedures discussed below formaize NGA’'s continuing antitrust compliance program and
are to be observed by each of you — NGA officers and employees, NGA member company
representatives and other persons — who may be involved in any way in NGA's operations and
activities.  The program cannot work unless each of you does your part. We appreciate your

participation.

[I. TheAntitrust Laws: A Basic Framework

Antitrust laws are designed to promote vigorous and fair competition and to provide American
consumers with the best combination of price and qudity. These procedures focus manly onthe
federal antitrust and trade regulation laws creasted by the Sherman Act, Clayton Act, Robinson+
Patman Act and Federd Trade Commisson Act. Mogt dates and the Digtrict of Columbia have
their own antitrust laws, which frequently (although not dways) parale the federd laws.

The U.S. Depatment of Judtice is authorized to prosecute Sherman Act violaiors as crimind
fdons, who may be severdy fined and, in the case of individuds, imprisoned. In addition, the
Justice Department, dtate attorneys generd and private parties may bring civil suits and recover
three times (treble) their actua damages, court costs and (in private suits) their attorneys fees
from corporations and individuds who have violated the federd antitrust laws. The Federd
Trade Commisson has its own datutory authority to enforce antitrust laws through civil and
administrative proceedings.

[11. Possible Antitrust Violationsto Avoid

1.  Agreements That Restrain Competition — Section 1 of the Sherman Act

The mogt common antitrust violations of which you should be aware fdl within Section 1 of the
Sherman Act. They result from agreements — typicaly with competitors, customers or suppliers
— that unreasonably restrain competition. Thus, the antitrust laws prohibit NGA and ts member
companies from agreeing to do certain things that they could legdly do if they acted

independently.
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Any type of agreement, understanding or arrangement between competitors — whether written or
ord, formd or informd, express or implied — that limits competition is subject to antitrust
scruting. Moreover, any atempt to reech such an agreement may be unlawful, even if it is
unsuccessful.

2.  Some Troublesome Agreements

The courts have found that certain types of agreements dways (or amost aways) violate the
antitrust laws. These give rise to “per & violaiions. They frequently include agreements of the
kinds discussed here.

Price-Fixing and Bid-Rigging Agreements

Any agreement between competitors on prices charged to others for products or services violates
the antitrust laws. Every direct price-fixing agreement is illegd, whether it is meant to rase
lower or just dabilize prices  Agreements may be illegd as wel even if they only indirectly
affect prices because they involve such things as discounts, promotiond  alowances,
dandardization of customer or ddivery services, and uniform credit terms and billing practices.
It is aso illegd for competitors to agree on the prices they will pay for products or services sold
by other persons, or to engage in collusive bidding practices (or bid-rigging).

Resale Price Agreements

Although pertinent Supreme Court authority has undergone some changes (in 1997), agreements
between a sdler and a customer on the price a which the customer will resdl a product are ill
frequently illegd. The sdler may, however, suggest a resde price 0 long as it is completey
clear that the customer is free to accept or rgect the suggestion and will not be pendized if it
decidesto disregard the suggestion.

Agreementsto Allocate M arkets, Customers, Territoriesor Products

It is illegd for competitors to agree to divide or dlocate cusomers or territories.  An agreement
among competitors is dso illegd if it provides that they will refran from sdling a cetan
product generdly, or in any geographic territory or to any category of customer.

Group Boycotts and Collective Refusalsto Deal

Agreements among independent concerns that they will boycott or refuse to buy from particular
suppliers or sl to particular cusomers are generdly prohibited by the antitrust laws. This does
not necessaxrily preclude sharing certain information about a company (eg., concerning its credit
history) s0 long as there is no discussion on whether to ded with thet company.

Agreementsto Control Production

Agreements among competitors to increase or redtrict services or production levels are dways
problematic under the antitrust laws. The same is true of agreements among competitors to limit
the qudity of production, restrict the products or services sold to a particular customer, refrain
from introducing new products and services or diminaing old ones, or accderae the
introduction or withdrawa of a product or service.
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Tying Arrangements

A “tie-in” or “tying’ arrangement permits a buyer to purchase one (tying) product or service only
if it agrees to buy a second, distinct (tied) product or service from the sdller.  This might happen,
for example, if a utility were to refuse to sl naurd gas to a manufeciurer unless the
manufacturer aso purchased proprigtary software owned by the utility. These types of
agreements should be avoided.

Activities That Illegally Restrain Competition
NGA operations and activities must not be used to reach or further agreements

among member companies (or other persons) in any of the following ar eas:
- NGA’sor member companies pricesfor productsor services
The pricesat which products or services should beresold
Allocations of markets, customers, territories or products

Collectiverefusalsto deal with someone

Limitationson production

Tying arrangements.
To av0|d even the appearance of impropriety, the subjects indicated above must not
be discussed or addressed in the course of any NGA-related operations, events or
other activitieswithout the prior approval of counsd.

3. Other Types of Agreements That Also May Raise Concerns Under the
Antitrust Laws

Here are some examples — though not a complete lig — of agreements whose legality depends on
the circumstances involved:

Exclusive Dealing

Exclusve deding arangements come in various forms. Some might require a customer to <l
exclusvey the products of a particular company or coerce a supplier into refusng to sl to its
customer’s compstitors.  Others might compd a customer to purchase al of its requirements for
aparticular product or service from asingle supplier.

Reciprocity
In a reciprocd dedling arrangement, a customer makes purchases from a supplier only on the
condition that the supplier will buy products or services from the customer. Such reciprocd
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arangements are paticularly troublesome when one of the paties is openly or implicitly
coerced.

Product Standar dization

Competitors may creste lawful agreements to establish industry product standards. Those
agreements may cause problems under the antitrust laws, however, if they have an
anticompetitive effect (eg. where standardization makes it easer for competitors to set common
prices).

Activities That Also May Be Illegal, Depending on the Circumstances
NGA operations and activities must not be used to reach or further agreement
among member companies (or other persons) in any of the following areas without
prior approval of counsd:

Exclusive dealing arrangements

Reciprocal salesand purchase agreements

Product standar dization.
To avoid even the appearance of impropriety, the subjects indicated above must not
be discussed or addressed in the course of any NGA-related operations, events or
other activities without the prior approval of counsd.

4, RD& D Issues

Research, development and deployment (RD&D) of naurd gas technologies is a mgor
component of NGA'’s activities through its NYSEARCH program, developed origindly under
the New York Gas Group (NYGAS). There are severa issues related to RD&D that require
Specid attention.

As pat of its RD&D efforts, NGA contracts with third parties to develop new technologies and
industry products. It also sponsors research on testing nethodologies to enable gas digtribution
companies to better compete. The fact that these new products, technologies and testing
methodologies are developed jointly by competitors raises antitrust concerns of which NGA and
its members must be avare,

The Federd Trade Commisson takes the pogtion that joint RD&D by competitors is typicaly
procompetitive. However, NGA must ill take gppropriate steps to ensure that its devel opment

of gas didribution and transmisson products, technologies, and test methods does not violate
antitrust laws.



& Northeast

GAS ASSOCIATION

NGA mus aso be aware of the potentia antitrust implications that could result from a trade
associaion  peforming product evdudion functions and deveoping guiddines that could
become de facto standards.

The mere fact that a trade association develops a guideline or a standard for an indudtry is not,
danding done, an antitrust violation. However, such actions could have anticompstitive effects,
and a trade association should therefore take steps to insulate its guideline, standard setting, and
product evduation activities from antitrust ligbility. An associaion that develops voluntary
indugry guiddines may face antitrus problems if a guiddine favors some compstitors and
discriminaes agang others.  Smilaly, association product evauations that further the interests
of certain potentid vendors, to the excluson of others, may result in antitrugt liability.

To avoid antitrugt ligbility, NGA should ensure that any guiddines, standard setting, or product
evauations it performs are not biased, do not limit participation in the market for anticompetitive
purposes, are closdy tailored to further legitimate procompetitive and product safety goas, and
that the processes reaulting in the guiddine, standard, or evauation are not manipulated by
gpecid interests as a means to harm competitors. In addition, NGA should ensure that it follows
written procedures when writing guidelines, setting a standard, or evauating a product since this
is strong evidence of an intent not to restrain trade.

5. Other Conduct That May Violate the Antitrust L aws Even Without an
Agreement of Any Type

You should dso be aware of antitrust law violations that may take place even where there is no
agreement among competitors or anyone ese.  The most common violaions of that type are
briefly discussed here.

M onopolization

The law of monopolization (including atempts to monopolize and agreements to monopolize) is
extremely complicated. Bascdly, when any enterprise enjoys a strong market postion for a
particular product, it should be concerned about questions of monopolization. The law of
monopolization often comes into play in mergers or acquistions for companies that actudly
compete or could compete with each other. No enterprise should take actions that might be
viewed as evidence of an intent to acquire or maintain monopoly power in a particular market, to
drive a particular competitor out of business or to prevent somebody from entering the market.

Price Discrimination

The Robinson-Patiman Act and some date antitrust laws redtrict a sdler from charging different
prices for its goods to competing customers a the same point in time. Those laws dso forbid
slers in catan drcumdances from discriminaing when they offer promotiond materids,
services or other inducements to individud customers in an effort to have the customers engage
in inrhouse promotions or advertisng. Buyers, in turn, are prohibited from knowingly inducing
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or recaving a discriminatory price, promotiona dlowance or service These generd
prohibitions have a number of exceptions, which are too complex to be discussed here.

Unfair Competition

The Federa Trade Commisson Act (FTC Act) prohibits al “unfair methods of competition” and
“unfair or deceptive acts or practices” The FTC Act covers antitrust violations like those
discussed above, but adso forbids conduct that fals short of those violations. The FTC Act
prohibits dl forms of deceptive or mideading advertisng and trade practices, such as
disparaging a competitor's product, harassng a customer or competitor, and seding trade
Secrets and customer ligts,

Contact legal counsel for advice on any situations potentially involving:

Attemptsto eliminate competition

Price discrimination

Advertising of products and services

Potentially unfair business practices (e.g., acquiring customer lists).

V. Antitrust Mattersof Particular Interest to Trade
Associations

A number of antitrust cases againg trade associations have focused on gStuations that go to the
heart of what those organizations are aboui.

Member ship

Because a trade association by its very nature provides certain commercia and other benefits to
its members, the denia of membership to qualified competitors of the members could violate
antitrust laws. Membership should be open to al companies that satisfy basc membership
requirements, and any decision to deny membership or expel a member company should be
reviewed with counsd. All member companies should have an equd opportunity to participate
in NGA activities and benefits. In addition, certain programs and activities may need to be
opened to nonmember companies if their excluson would put them a an unreasonable
compstitive disadvantage to member companies.

Collection and Dissemination of Data

Satidticd datamay obvioudy be compiled for legitimate purposes. Statistical information aso
may cause problems from an antitrust andpoint, however, if their use somehow harms
competition. This might happen, for ingtance, if satementsin NGA publications were to suggest
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what specific product, prices, storage levels or market demand should or would be in the future.
Broadly speaking, the farther removed the data are from prices and costs, the less company-
specific they are, the more historica they are, and the wider their public dissemination is, the less
likely it isthat they will raise antitrust problems. Asagenerd rule, particular market-senstive
data supplied by individua member companies should never be discussed or disseminated
without advice of counsdl.

Codes, Standards and Certification Programs

Reasonable industry codes, standards and certification programs may promote quite vaid
interests, including the protection of safety, hedth and the environment and the maintenance of
high stlandards of ethics and conduct. Y ou should nonetheless be dert for anticompetitive effects
that a particular sandard may have. For example, a product standard that is unreasonably biased
in favor of one manufacturer’s product a the expense of another’s may raise sgnificant antitrust
problems. Care should therefore be used both in creating and applying codes, standards and
certification criteria, and in influencing other organizations as they do so.

Marketing and Communications

Like the other activities discussed above, marketing and communications serve vaid interests,
but can raise antitrust problems under some circumstances. Be careful that al advertising,
announcements and other communications that might affect competition are accurate and arein
no way deceptive or mideading. Cooperative advertisng programs may be suspect if they
discriminate and benefit certain companies at the expense of their competitors.

Government Relations

Thereisaconditutiond right to petition legidatures and government agencies for action and, if
properly undertaken, such activity is not subject to the antitrust laws. The right to petition,
however, does not provide unlimited antitrust protection. If the activity in question is not redlly
designed to achieve government action but rather amounts to a sham used to injure compstition,
for example, it may raise serious antitrust problems. Moreover, activities are not immunized
from the antitrust laws Smply because a government representative encourages and happensto
participate in them.

V. Some Practical Guidelineson Preventing Problems at
Meetings, in Records and in Contactswith Others

Mestings, communications and contacts that touch on antitruss matters present specid
chdlenges. A smple example will illudtrate this. Suppose that competitors were to discuss ther
prices a a meeting or in a document, and that their prices increased shortly afterward. A jury
might view this as evidence that their discussons led to an agreement on pricing, and thus
violated the antitrust laws. In a case like that, the mere gppearance of illegdity — even when the
paties may in fact have done nothing wrong — can cause serious problems. The guiddines that

10
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follow are desgned to hdp you not only comply with the antitrust laws, but dso avoid even the
gppearance of impropriety.

M eetings
NGA meetings regularly bring together representatives of member companies that are potentid
or actual competitors. It is important, therefore, that certain ground rules be followed to
eimi neteany suspicion that a particular meeting might be used for anticompetitive purposes:
Do prepare an agenda, and have NGA counsd review it before the meeting regarding any
issues on sendtive antitrust subjects such as pricing, market dlocations, refusas to ded
with any company, and the like.
Do provide a copy of “Northeast Gas Association Antitrust Compliance Guidelines’ to
every participant at the meeting.
Do have an NGA gaff member attend the meseting.
Do invite legd counsd to atend if the meeting might involve matters having to do with
competition.
Do follow the agenda a your meeting, with departures from the agenda for sengtive
antitrust subjects such as pricing, market allocations, refusds to ded with any company,
and the like only if counsel approves.
Do keep accurae minutes, and have counsd review them for any sengtive antitrust
subjects such as pricing, market dlocations, refusds to ded with any company, and the
like before they are put into find form and circulated.
Do not discuss any subjects that might raise antitrust concerns (including prices, market
dlocations, refusds to ded, and the like) unless you have receved specific clearance
from counsd in advance. If someone begins discussng a sendtive subject, do not dlow
the discusson to continue. If the discusson does continue, do not dlow the mesting to
continue,

When member company representatives get together and talk before or after forma meetings,
there should be no discussions that raise antitrust concerns even in such informal settings.

Records
When we tak about “records” we are referring to any of the various communications people
record in some tangible form every day — in documents, e-mail, videotgpes, audio recordings
(such as voice mail) and the like. These records are sometimes inaccurate, often less precise or
atful than we would like, and al too frequently subject to misinterpretation. You should prepare
every record with the thought that it might someday have to be produced to government officids
or plantiffs lavyers, who will interpret your language in the wors possble way. The following
gwdellnesmay help you avoid problems in mattersinvolving competition:

Do avoid creating unnecessary records.

Do use language that is clear, Smple and accurate.

Do avoid language that might be misnterpreted to suggest that NGA condones or is

involved in any anticompetitive behavior.

Do, as much as possible, limit yoursdf to facts and avoid offering opinions.

11
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Do not use joking or aggressive language (e.g., “Let’skill our competitors’).

Do not use language tha might arouse suspicion (eg., “For limited digribution” or
“Destroy after reading”).

Do not speculate about the legdity of specific conduct.

Do not keep records longer than necessary for business or lega purposes.

Do not hestate to consult counsd about any nonroutine correspondence requesting an
NGA member company to participate in projects or programs, submit data for such
activities or otherwise join other member companiesin NGA actions.

Outside Contacts

Whenever you have contact with outsde parties on antitrust matters, aways keep in mind that
even completely innocent behavior may be misnterpreted. If a government representative, a
private atorney or investigator, or any other outsde person contacts you for information thet
might relate in some way to antitrust subjects, tell that person that you are not authorized to
provide the information but will have an authorized person respond.  You should then
immediady contact legd counsd.

VI. Responshbility for Compliance, Monitoring and
Enfor cement

Responsibility for Antitrust Compliance

While the NGA's dtorneys will provide guidance on antitrus matters, furnish traning as
gopropriate and answer questions, it is ultimately your responshility to ensure that your actions
with NGA comply with the antitrus laws. You are expected to avoid al discussons and
activities that may involve improper subject matter or procedures — and this includes such things
as agreeing on prices, on how to dlocate markets or customers, on placing limits on production,
and on refusing to ded with certain suppliers or customers — and to avoid even the appearance of

impropriety.

Communicating Antitrust Policy and Procedures

Copies of these procedures will be distributed to each NGA officer and employee. NGA will
assis in providing copies of these proceduresto NGA member company representatives whose
respongbilities with NGA might require knowledge of the antitrust laws. They are aso available
on NGA'’ s website (www.northeastgas.org).

NGA’s attorneys will make presentations as gppropriate on compliance with the antitrust lawsto
NGA employees and to NGA member company representatives to the extent their activities
might bear on NGA’s compliance with the antitrust laws.  In addition, al NGA officersand
employees and NGA member company representatives are encouraged to contact the NGA’s
attorneys a any time with questions they may have concerning antitrust compliance.

12



& Northeast

GAS ASSOCIATION

Compliance Monitoring and Enfor cement

The NGA'’s attorneys will monitor and audit NGA operations and activities as appropriate to
ensure compliance with these procedures and the antitrust lawsin generd. They dso will
promptly investigate any conduct that is reported or otherwise suspected to violate the antitrust
laws. Any such violations may result in immediate disciplinary action, up to and including
termination of employment (for NGA employees).

NGA recognizes that its own employees are an important source of information about possble
antitrust violationsin connection with NGA’s activities. It therefore requires that employees
promptly report any suspected violations of the antitrust laws. Such reports may be made
anonymoudy. Only persons with a need to know about such reports will be advised of them.
Intimidating, retdiating againg or imposing any form of retribution on any employee for
reporting suspected violations of the antitrust laws may result in disciplinary action, including
possible termination of employment.

VII. Conclusion

If you have any question about whether any of NGA’'s operations or activities may violate
antitrust laws, contact the NGA'’s attorneys. We look forward to working with you to ensure that
NGA, its officers and employees, and the representatives of its member companies grictly

comply with both the letter and the spirit of those lawsin dl of your activities with NGA.

Comments
Whenever you have any question about whether particular NGA activities might raise antitrust
problems, contact the NGA President, Thomas M. Kiley.

NGA appreciates the helpful suggestions and guidance offered by the General Counsd’s Office

of the American Gas Association (AGA) in developing these NGA procedures.

Adopted by the Board of Directors of the Northeast Gas Association at a meeting held on June 4,

2003.
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