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Granite State Gas Transmission, Inc. (FE Docket No. 90-23-NG), November
15, 1990.

DOE/FE Opinion and Order No. 449
Order Granting Authorization to Import Naturad Gas from Canada
|. Background

On April 4, 1990, Granite State Gas Transmission, Inc. (Granite State),
filed an gpplication with the Office of Fossl Energy (FE) of the Department
of Energy (DOE), pursuant to section 3 of the Natural Gas Act (NGA) and DOE
Delegation Order Nos. 0204-111 and 0204-127, for authorization to import from
Shell Canada Limited (Shell) up to 35,000 MMBtu (gpproximately 34,826 Mcf) of
Canadian naturd gas aday on afirm bags, plus an additiond 14,000 MMBtu
(approximately 13,930 Mcf) aday on an interruptible basis, beginning on or
about November 1, 1991, and ending November 1, 2006. The gas would be
delivered by Shdll at the international border near Iroquois, Ontario, where
the facilities of TransCanada Pipelines Limited (TransCanada) would
interconnect with the proposed Iroquois Gas Transmisson System (IGTS).
Granite State proposes to use the gas to meet the market requirementsin its
service areawhich are projected to exceed current supply in the near future.

Granite State, a New Hampshire corporation with its principa place of
businessin Canton, Massachusetts, is an interstate pipeine and awholly
owned subsidiary of Northern Utilities, Inc. (Northern Utilities), which, in
turn, isawholly owned subsidiary of Bay State Gas Company (Bay State). Bay
State and Northern Utilities are natura gas digtributors and Granite State's
only wholesde customers. Bay State provides retail gas service through three
divisonsin southeastern, western, and northeastern Massachusetts, and serves
approximately 230,000 customers. Northern Utilities distributes naturd gasto
resdentia, commercid, and industrid customersin New Hampshire and Maine,
and currently serves gpproximately 25,000 customers.

On December 1, 1989, Granite State and Shell executed a gas purchase
agreement for the purchase of up to 35,000 MMBtu aday on afirm basis, and
additiond "pegking" gas on an interruptible basis. The gas purchase agreement
provides for atwo-part, demand/commodity rate for firm gas supplies delivered
at theinternational border. The demand charge is composed of the aggregeate of
the monthly fixed cogtsincurred by Shell for the transportation of the gas
from the production areain the Province of Albertato the border delivery



point at the proposed interconnection between the TransCanadaand IGTS
pipdine sysems.

The commodity charge congsts of two components less the demand charge:
acongantly adjusting base price a the border, plus an incrementa
trangportation charge. The border priceis subject to monthly adjustments
based on the annuaized border price reported by Boundary Gas, Inc.
(Boundary). The price of gasimported by Boundary is indexed to the weighted
average price of domestic naturd gas, No. 2 and No. 6 fue oil availablein
New Y ork. This component of the commodity charge is designed to make the price
of the gas at the border continualy respongve to competitive fue
dterndives in Granite State's markets over the life of the contract. Granite
State estimates that if the agreement had been effective during the 12 months
ending December 31, 1989, the average monthly border price for the Shell gas
would have been $2.58 (U.S.) per MMBtu at a 100 percent load factor.

The second component in the commodity charge is the incrementa
additional transportation charge on the TransCanada system, currently
estimated at 3 cents per MMBtu, for trangporting the Shell gas from the
Niagara, New Y ork, border point (the Boundary Gas ddlivery point) to the point
downstream where TransCanada will interconnect with the IGTS pipeline system.

The price of interruptible gas supplies under the contract price will be
the commodity charge plus the cost of interruptible transportation.

The gas purchase agreement provides for amonthly minimum bill equd to
the demand charge. There is no minimum purchase requirement under the
agreement. Also, ether party can request annualy renegatiation of the price
terms, dthough not the use of atwo-part rate, and, if renegotiation does not
result in agreement, then the contract provides for arbitration.

Granite State has executed precedent trangportation agreements with
IGTS, Tennessee Gas Pipeline Company (Tennessee) and Algonquin Gas
Transmission Company (Algonquin) for the receipt, transportation and ddlivery
of the gas that Granite State will purchase from Shell under the December 1,
1989, gas purchase agreement.

A natice of the gpplication was issued September 25, 1990, inviting
protests, motions to intervene, notices of intervention, and commentsto be
filed by October 29, 1990.1/ No comments were received.

Il. Decision



The gpplication of Granite State has been evauated to determine if the
proposed import arrangement meets the public interest requirements of section
3 of the NGA. Under section 3, an import must be authorized unlessthereisa
finding that it "will not be congstent with the public interest."2/ In making
its section 3 determination DOE is guided by its naturd gasimport policy
guiddines, 3/ under which the competitiveness of an import in the markets
served is the primary condderation in meeting the public interest test. The
DOE dso congders, particularly in long-term arrangements, need for and the
security of the imported supply. In addition, DOE considers the environmental
effects of naturd gasimport authorizations.

A. Generd Policy Consderations

The guiddines contemplate that contract arrangements should be
aufficiently flexible to permit pricing and volume adjustments as required by
market conditions. Granite State's uncontested import proposal, as set forth
inits gpplication, is congstent with the policy guiddines. Granite State
has freely negotiated along-term gas purchase arrangement under contract
provisonsthat provides for continud price adjustments based on the price of
dternative fuds, including domestic naturd gas, avalable in Granite
State's markets and additionally provides for yearly renegotiation and
arbitration of the price terms.

Need for naturd gasisviewed under DOE guidelines as a function of
marketability and gasis presumed to be needed if it is competitive. We find
that Granite State's proposed import arrangement is competitive and,
therefore, can be presumed to be needed. Findly, natura gas has been
imported from Canada for many years and there has been no instance of amgjor
naturd gas supply interruption that would cal into question Canadas
reliability as anatura gas supplier to this country.

The adequacy of Shdll's reserves and the security of the supply are not
contested in this proceeding. Shell has dready demonstrated to the
satisfaction of the Canadian National Energy Board (NEB) that it has
sufficient reserves to meet the export obligations. In addition, thelong
history of reliable commercia naturd gas transactions between the United
States and Canada underscores the security of the import contract.

B. Environmenta Determination
Environmentd concerns are an important eement of DOE's public interest

congderation. In generd, DOE consders environmenta issues in the context
of the Nationd Environmenta Policy Act of 1969 (NEPA).4/ The Federd Energy



Regulatory Commission (FERC) is the Federd agency primarily responsible for
conducting an examination of the environmenta effects of congtructing import
fadilities and rdaed domedtic pipeline facilitiesin connection with the

Granite State import proposas. The DOE participated as a cooperating agency
during the preparation of, and has adopted, the Iroquois/Tennessee Phase |
Pipeline Project (Iroquois Phase |) Finad Environmental Impact Statement
(FEIS) issued by the FERC on June 1, 1990.5/

Generdly, the Iroquois'Tennessee Pipdine Project involves proposals to
condruct and operate pipeine facilities, including amgor new pipeline
sysem, IGTS, extending from the U.S./Canadian border through the States of
New Y ork and Connecticut and terminating on Long Idand, New Y ork. Overdl,
the lIroquois/Tennessee Project is designed to transport up to 575,900 Mcf per
day of Canadian natural gas (aswell as 70,000 Mcf per day of domestic gas) to
various U.S. customers. The gas would be ddivered to end use customers by
IGTS or by Tennessee or Algonquin. The FERC determined that the full project
to deliver up to 575,900 Mcf per day is not complete because Algonquin's
goplication for expanded facilities was not sufficiently detailed. Therefore,
the FEIS only andyzed the delivery of 422,900 Mcf per day of naturd gasthat
would be ddivered to customers directly by IGTS or by Tennessee; the Iroquois
Phase | Project. The remaining 153,000 Mcf per day of Canadian gas (and the
70,000 Mcf per day of domestic gas) would be part of Iroquois Phase 11, which
includesfacilities and services by IGTS, Tennessee, and Algonquin.
Determinations made in this order are gpplicable to those Granite State
volumes that will use Iroquois Phase | facilities only.6/

Of Granite State's proposed imports, 12,000 MM Btu per day would use
Iroquois Phase | facilities and 23,000 MMBtu per day would use Iroquois Phase
Il facilities. The DOE has concluded that the Iroquois Phase | FEISisa
complete document that complies with the NEPA process and provides an adequate
bass to eva uate the environmental aspects of the NGA, section 3, public
interest determination concerning the import arrangements.

The DOE has used the FEIS, as well as conducting an independent review,
in assessing the environmenta consegquences of granting the proposed import.
The DOE's findings are discussed in its consolidated Record of Decision (ROD)
for the Iroquois Phase | facilities. The ROD was issued in conjunction with
this and other Iroquois Phase | related orders and is being published in the
Federd Regigter.7/ The DOE determined that the anticipated overdl physica
impacts on the naturd environment are relatively minor and can be mitigated,
and thus are environmentally acceptable, especially when compared to the
subgtantia benefits to be derived from the import arrangement in meeting
current and future energy needsin the Northeast.



C. Concluson

After taking into congderation dl the information in the record of
this proceeding, | find that granting Granite State authority to import up to
35,000 MMBtu (34,826 Mcf) of Canadian naturd gas aday on afirm basis, plus
an additiona 14,000 MMBtu (13,930 Mcf) aday on an interruptible basis, in
accordance with the gas purchase and sales agreement described herein, is not
inconggtent with the public interest.8/

ORDER

For the reasons set forth above, pursuant to section 3 of the Natural
Gas Act, it isordered that:

A. Subject to the condition in Ordering Paragraph B, Granite State Gas
Trangmisson, Inc. (Granite State), is authorized, commencing on or about
November 1, 1991, and ending November 1, 2006, to import up to 35,000 MMBtu
(34,826 Mcf) of Canadian natural gas a day on afirm basis, plus an additiona
14,000 MMBtu (13,930 Mcf) aday on an interruptible bas's, in accordance with
its gas sdles contract with Shell Canada Limited (Shell), as described in
Granite State's gpplication and this Opinion and Order.

B. The authorization in Ordering Paragraph A, to the extent it approves
imports of natura gasin excess of 12,000 MMBtu per day, is conditioned upon
the issuance of aFina opinion and order after review by DOE of the
environmental documentation being prepared by the Federd Energy Regulatory
Commission and the completion by DOE of its National Environmenta Policy Act
respongbilities in connection with the Iroquois Phase 11 facilities required
for trangportation of such excess volumes.

C. The naturd gasisto be imported at the Iroquois Gas Transportation
Sysem's (IGTS) yet to be established import point on the international border
near Iroquois, Ontario.

D. Granite State shdl notify the Office of Fuels Programs (OFP), Fossl
Energy, Room 3F-056, FE-SO, Forrestal Building, 1000 Independence Avenue,
SW., Washington, D.C., 20585, in writing of the date of initid ddiveries of
natura gas imported under Ordering Paragraph A within two weeks after
deliveries begin.

E. Granite State shdll file with the OFP, within 30 days following each
caendar quarter, quarterly reports showing by month the total volumes of
natura gasimportsin Mcf and the price for the imports per MMBtu & the



internationd border. Granite State shal report separately the volume and
price information for supplies purchased on a firm basis from those purchased
on an interruptible basis. The price for firm supplies shdl include a per

unit demand/commodity charge breakdown.

Issued in Washington, D.C., on November 15, 1990.
--Footnotes--

1/ 55 FR 39710, September 28, 1990.

2/ 15U.S.C. 717b.

3/ 49 FR 6684, February 22, 1984.

4/ 42 U.S.C. 4321, et seq.

5/ FERC EIS-0054 (DOE EIS-0152).

6/ The Iroquois Phase |1 facilities are being consdered by the FERC in
a separate environmenta document. Therefore, those Granite State volumes that
propose to utilize the Phase |1 facilities will be conditioned on the
completion of the Phase |1 environmentd review and DOE's responsibilities
under NEPA.

7/ The ROD was issued under the Council on Environmenta Quality
Regulations implementing the procedurd provisons of NEPA and DOE's
guiddines for compliance with NEPA (52 FR 47662, December 15, 1987).

8/ To the extent that Granite State will use Iroquois Phase I

facilities, the authorization herein granted is conditioned upon completion by
the DOE of its environmenta responsihilities.



