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DOE/ FE Opi ni on and Order No. 449-A

Final Order Granting Long-Term Authorization to Inport Natural Gas from
Canada

| . Background

On Novenber 15, 1990, the O fice of Fossil Energy (FE) of the Departnent
of Energy (DOE) issued DOE/ FE Opi nion and Order No. 449 (Order 449) to Granite
State Gas Transnmission, Inc. (Ganite State) granting authorization,
commenci ng on or about Novenber 1, 1991, and endi ng Novenber 1, 2006, to
i mport for system supply up to 35,000 MvBtu (34,826 Mf) of Canadian natura
gas per day on a firmbasis, plus an additional 14,000 MvBtu (13,930 Mf) per
day on an interruptible basis, in accordance with Granite State's gas sal es
contract with Shell Canada Limted (Shell).1/ Granite State's authorization
to the extent it approved inports of gas in excess of 12,000 MVBtu per day,
was conditioned upon conpletion by DOE of a review of the environmental
i mpacts of construction and operation of the Phase Il facilities of the
I roquoi s/ Tennessee Pipeline Project. The Iroquois Phase Il facilities are
required to transport all of the firmvolunes which Oder 449 conditionally
authorized Granite State to inport in excess of 12,000 MvBtu per day (23,000
MVBt u per day). This environnental analysis is now conplete.

I'l. Decision

Under section 3 of the Natural Gas Act (NGA) an arrangenent to inport
natural gas nust be approved unless it is found that the inport "will not be
consistent with the public interest." 2/ FE is guided in making its
determi nation by DOE's natural gas inport policy guidelines.3/ Under these
policy guidelines, the conpetitiveness of an inport in the markets served is
the primary consideration for nmeeting the public interest test. DCE al so
considers, particularly in a long-terminport arrangenent, need for and
security of the gas supply. In addition, the environmental effects of the gas
i mport arrangenments are consi dered.

A. Environnmental Considerations
1. Overview

Envi ronnental concerns are an inportant element in DOE's public interest
deternmination. In general, DOE considers environmental issues in the context
of the National Environmental Policy Act (NEPA) of 1969.4/ This inmport is part
of the second phase of the Iroquoi s/ Tennessee Pipeline Project, a proposal to
construct and operate pipeline facilities, including the new 365-mle Iroquois
system extending fromthe U.S./Canada border through eastern New York and
western Connecticut and ternminating on Long Island, New York. The entire
project (Phase | and Il), as proposed, would transport up to 575,900 Mf per
day of natural gas (primarily Canadian) on a firmbasis to 17 |oca
di stribution conmpani es, three cogeneration custonmers, and one electric
generation custoner in the northeastern United States. The lroquois system
woul d deliver part of the gas directly to certain custoners and deliver the
remai ni ng vol umes to Tennessee Gas Pi peline Conpany (Tennessee), Algonquin Gas



Transmi ssi on Conpany (Al gonquin), and Texas Eastern Transm ssion Conpany for
redelivery to the remaining |Iroquois custoners.

To build the facilities used to transport Canadi an gas as the
I roquoi s/ Tennessee Project sponsors propose, there nust be approval fromthe
Federal Energy Regul atory Conmmi ssion (FERC). Under section 3 of the NGA, FERC
has jurisdiction over the siting, construction, and mai ntenance of pipeline
facilities that cross the international border from Canada and enter the
United States. In addition, under section 7 of the NGA, FERC is responsible
for determining that interstate natural gas transportation facilities are in
the public interest. If FERC determines that the border-crossing facilities
woul d not be inconsistent with the public interest and there is or will be a
need for a proposed service, it will issue a Presidential Permt and a
Certificate of Public Convenience and Necessity authorizing the construction
and operation of a proposed project.

As the | ead Federal agency for the Iroquois/ Tennessee Project, FERC was
responsi bl e for devel oping informati on and preparing the rel evant docunents to
identify the potential environnmental inpacts fromthe project in conpliance
wi th NEPA and the Council on Environmental Quality regulations for
i mpl enenting NEPA (40 CFR Parts 1500-1508). FERC divided the
I roquoi s/ Tennessee Project into two phases by an order issued July 30, 1990.5/
Phase | involved construction and operation of virtually all of the Iroquois
pi peline system (except an interconnection with Al gonquin) to provide
transportation for up to 422,900 Mf per day of gas. That phase also invol ved
construction of 63 mles of pipeline facilities by Tennessee. Phase |
i nvol ves the construction of pipeline, conpression, and nmetering facilities by
I roquoi s Gas Transm ssion Systens, L.P. (lroquois), Tennessee, and Al gonquin
that would be used to transport and deliver up to 153,000 Mf per day of
Canadi an gas for Granite State, New Engl and Power, and five other inporters.

On Novenber 14, 1990, FERC issued a Presidential Permt to Iroquois and
certificated the Phase | facilities.6/ DOCE issued final authorization for
i mportation of the Phase | volunmes on Novenber 15, 1990.7/ The potentia
environnental effects of the Phase | facilities were addressed in a fina
Environnental |npact Statement (EIS) issued by FERC on June 1, 1990 (which was
adopted as DOE/ EI S-0152). They were al so discussed in DOE's Record of Decision
for granting the Canadi an gas inport applications related to Phase 1.8/ DOE
concl uded that the anticipated overall physical inpacts of the proposed Phase
| facilities on the natural environment would be relatively mnor and could be
mtigated. Construction of the Iroquois mainline is nearly conpleted and it
wi |l soon be placed in operation

In Septenber 1991, FERC i ssued an Environnmental Assessnent (EA) for
Phase Il (which was adopted as DOE/ EA-0592). The Phase Il facilities consist
of 25.4 nmiles of pipeline loop, 21.3 miles of replacenent pipeline, 3.6 mles
of new lateral, 19,500 horsepower of conpression (including two new conpressor
stations), and various netering facilities to be constructed in Connecticut,
Massachusetts, Rhode Island, and New York. On October 9, 1991, Phase Il was
certificated by FERC. 9/ The FERC certificate inposed environnental conditions
outlined in the EAto mninmze the inpact associated with construction and
operation of the proposed facilities. In addition, it prohibited construction
of any Phase Il facilities until Iroquois, Tennessee, and Al gonquin file with
FERC copi es of final DOCE inport authorizations for all Canadi an gas that would
be delivered in Phase 1|1

2. lnpacts



The EA for Phase Il of the Iroquoi s/ Tennessee Project addresses
construction procedures for the proposed pipelines and aboveground facilities;
erosion control and revegetation plans for the construction rights-of-way;

i mpact on streans and wetl ands, vegetation, wildlife, fisheries, threatened or
endangered species, noise and air quality, |and use, public |ands (including
t he Appal achian National Scenic Trail), state forests and state wildlife
managenent areas, residential areas, and cultural resources; polychlorinated
bi phenyl s; and alternatives to the proposed pipeline routes and new
aboveground facility sites. In addition, the docunent recommended that FERC
i nclude 24 environnental mitigation neasures in any certificate issued to
Tennessee and Al gonqui n. The EA concluded that if constructed in accordance
with the recomrended nitigation measures, the proposed I|Iroquoi s/ Tennessee
Phase Il Project would not be a major Federal action significantly affecting
the quality of the human environment within the nmeani ng of NEPA, and woul d
therefore not require the preparation of an EIS.

I nasnmuch as the informati on and analysis in the EA deterni ned that
construction of the facilities for Phase Il of the Iroquois/Tennessee Project
woul d not result in significant |ong-termor cunul ative environnental inpacts,
DCE believes that Granite State's inmport proposal does not constitute a major
Federal action significantly affecting the quality of the human environnment
wi thin the meani ng of NEPA. Therefore, no environnental inpact statenent is
required and DCE issued a finding of no significant inpact (FONSI) on Novenber
26, 1991. 10/

B. Order 449

Order 449 operates as a final opinion and order giving Granite State
authority to inmport up to 12,000 MVBtu per day of natural gas on a firm basis,
plus the interruptible volunes, over a 15-year period ending on Novenber 1,
2006, using Iroquois Phase | facilities. Findings made in Order 449 that
pertain to inports involving the proposed Iroquois Phase Il facilities (23,000
MVBt u per day over the same 15-year period) were prelininary and are being
reexam ned here in light of our review of the environnental analysis.

In Order 449, DOCE found that the uncontested Granite State inport
arrangenent, including the conditioned volunmes which would use the Iroquois
Phase Il facilities, conformed to the DOE policy guidelines. DOE found that
the conpetitiveness of the inported gas over the term of the inport proposa
woul d be assured by the provisions of Granite State's freely negoti ated
| ong-term gas purchase arrangenent with Shell. The agreenent provides for
continual price adjustnents based on the price of alternative fuels, including
donmestic natural gas available in Granite State's market, and additionally
provi des for yearly renegotiation and arbitration of the price ternms. Under
the policy guidelines, need is presuned to be a function of marketability.
Based on the conpetitiveness of the inport arrangement, DOE therefore
determined there is a need for the proposed inport. Finally, DOE found the gas
supply would remain secure over the termof the inport, noting the historica
reliability of Canadian gas supply and the fact that no one had contested the
adequacy of Shell's gas reserves.

C. Concl usion
Granite State's proposal to inport Canadi an gas using the Iroquois Phase

Il facilities is the sane in all relevant respects as it was when
conditionally approved in Order 449. Approval was conditioned upon the



i ssuance of a final opinion and order after review by DOE of the environmental
docunent ati on prepared by the FERC and the conpletion by DOE of its NEPA
responsibilities in connection with the Iroquois Phase Il facilities required
to transport the inported gas authorized by Order 449 in excess of 12,000
MVBt u per day over the termof the inport authorization. After exam ning the
entire record of this proceeding, including the EA prepared by FERC, | find
that there is no information in the record that would provide a basis for
altering the finding in Order 449 that the proposed inport by Ganite State of
vol unes in excess of 12,000 MvBtu per day is not inconsistent with the public
interest. Accordingly, this final opinion and order rempves the condition in
Ordering Paragraph B of Order 449 to grant Granite State authority to inport,
utilizing the Iroquois Phase Il facilities, up to 23,000 MVBtu per day of
natural gas over a 15-year term endi ng Novenber 1, 2006. 11/

ORDER

For the reasons set forth above, pursuant to Section 3 of the Natural
Gas Act, it is ordered that:

A. Granite State Gas Transmission, Inc. (Granite State) is authorized,
over a 15-year term endi ng Novenmber 1, 2006, to inport up to 23,000 MvBtu
(22,885 Mcf) of Canadian natural gas per day on a firmbasis in accordance
with its gas sales contract with Shell Canada Linmted (Shell) as described in
Granite State's application and Opinion and Order No. 449 (Order 449) and
summari zed in this Opinion and Order. The inportation will take place at a
poi nt on the international border near Iroquois, Ontari o/ Wddi ngton, New YorKk.

B. Granite State shall notify the Ofice of Fuels Prograns (OFP), Fossil
Energy, FE-50, Forrestal Building, 1000 I ndependence Avenue, S.W, Washi ngton,
D.C. 20585, in witing of the date of initial deliveries of natural gas
i nported under Ordering Paragraph A above within two weeks after deliveries
begi n.

C. Wth respect to the inports authorized by Paragraph A of this Opinion
and Order, Granite State shall file with the Ofice of Fuels Prograns within
30 days follow ng each cal endar quarter, quarterly reports showi ng by nonth,
the total volune of natural gas inports in Mcf and the average purchase price
per MvBtu at the international border. The nmonthly pricing information shall
i ncl ude a demand/ conmodity charge breakdown on a nonthly and per unit (MVBtu)
basis. If no inports have been made pursuant to this authorization or Order
449, a report of "no activity" for that cal endar quarter nmust be filed.

D. The first quarterly report required by Ordering Paragraph C above and
Ordering Paragraph E of Order 449 is due not |ater than January 30, 1992, and
shoul d cover the period fromthe date hereof until the end of the current
cal endar quarter, Decenber 31, 1991.

| ssued in Washi ngton, D.C., Novenber 27, 1991.
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