Cited as "1 FE Para. 70, 440"

The WAshi ngton Water Power Conpany (FE Docket No. 90-48-NG, April 13,
1991.

DOE/ FE Opi ni on and Order No. 496

Order Granting Bl anket Authorization to Inport Natural Gas from Canada
and Granting Interventions

| . Background

On May 15, 1990, as anmended by an October 19, 1990, letter, The
Washi ngton Water Power Conpany (WAP) filed an application with the O fice of
Fossil Energy (FE) of the Departnent of Energy (DOE), under section 3 of the
Natural Gas Act (NGA) and DOE Del egati on Order Nos. 0204-111 and 0204-127,
requesting bl anket authority to inport up to 30 Bcf of Canadi an natural gas
over a two-year period beginning on the date of first delivery. WAP, a State
of Washington corporation with its principal place of business in Spokane,
Washi ngton, is a conbination electric and gas distribution utility, serving
approxi mately 87,000 natural gas customers in the States of Washi ngton and
| daho.

WAP's initial inport request contenplated the use of the proposed
Paci fic Gas Transni ssion Conpany (PGT)/Pacific Gas and El ectric Conpany (PG&E)
pi pel i ne expansion project for which PGT and PGEE filed a certificate
application with the Federal Energy Regul atory Conmi ssion. However, in WAP's
October 19 letter amending its blanket inmport request, it stated that it no
| onger intended to use the proposed PGI/ PG&E pi pel i ne expansi on project for
the transportation of the proposed inport. Instead, WAP indicated that it
woul d use only the existing pipeline facilities of PGI and Northwest Pipeline
Corporation (Northwest). In its October 19 amendnent, WAP al so indicated that
it was negotiating |ong-term supply arrangenents with Canadi an suppliers and
that it soon would be filing a request with DOE for |ong-termi nport
authorization that would utilize the proposed PGI/ P&GE pi peline expansion
proj ect.

In support of its application, WAP states that the requested
aut horization is needed in blanket formto allow WAP to inport short-term and
spot market gas on its own behalf for system supply. The applicant asserts
that the proposed gas inports would be Iinmted to a termof tw years and that
Canada is an historically reliable supply source. In addition, WAP nmintains
that the inport transactions it contenplates will be conpetitive because they
will be voluntarily negotiated at arnms length and will contain
mar ket -responsi ve contract terns. For this reason, WAP submits it is entitled
to a presunption of need. Finally, WAP asserts that the requested
aut horizati on woul d enhance throughput on U. S. pipelines and would serve the
public interest by inproving the availability of conpetitive gas supplies to
nmeet WAP's growi ng demand for gas.

A notice of WAP's inport application was issued on July 27, 1990
inviting protests, notions to intervene, notices of intervention, and coments
to be filed no later than Septenber 5, 1990.1/ Tinmely notions to intervene
were filed by Northwest and PGT. On Cctober 23, 1990, El Paso Natural Gas
Conpany (El Paso) filed a late notion to intervene protesting WAP's
application and requesting its rejection, or alternatively, requesting that
DCE schedul e the application for hearing. On Novenber 8, 1990, WAP filed on



answer requesting DOE to deny El Paso's notion to intervene and dismiss its
protest. El Paso's late notion will not delay the proceeding, or prejudice the
rights of any other party. Therefore, the late filing is accepted and this
order grants intervention to all novants.

I'l. Decision

The application filed by WAP has been evaluated to determne if the
proposed i nmport arrangenent neets the public interest requirenents of section
3 of the NGA. Under section 3, an inport nust be authorized unless there is a
finding that it "will not be consistent with the public interest."” 2/ This
determination is guided by DOE' s natural gas import policy guidelines.3/ Under
t hese gui delines, the conpetitiveness of an inport in the markets served is
the primary consideration for nmeeting the public interest test.

El Paso's opposition to WAP's inport is based on the relationship
between the original proposal and the PGI Expansion Project. According to its
notion, El Paso conpetes with PGl and WAP's proposal is an "integral conponent
of PGI's plan to expand capacity." El Paso suggests the application, which did
not provi de proposed ternms and conditions, does not support WAP' s assertions
of "reliable" supplies at "market responsive prices". In addition, El Paso
argues the requested two-year inport authorization does not support
construction of a major pipeline project. WAP anended its original application
tolimt its two-year blanket inport request to the use of existing
facilities, thereby nooting the principal basis for El Paso's protest. FE
bel i eves El Paso's residual opposition concerns policy and regul atory issues
that may be relevant to long-terminport applications, but are not relevant to
WAP' s bl anket inport request.

WAP' s proposal for the inportation of natural gas, as set forth inits
application, as anended, is consistent with section 3 of the NGA and DOE' s
i mport policy guidelines. The type of inport transactions contenplated by WAP
inits inmport application, as anmended, involves freely negotiated, short-term
arrangenents of two years or |less, using existing natural gas pipeline
facilities. The inport authorization sought, simlar to other blanket
arrangenents approved by DOE, 4/ would provide WAP wi th bl anket approval
wWithin prescribed limts, to negotiate and transact individual, spot and
short-terminport arrangenments wi thout further regulatory action. The fact
t hat each spot purchase will be negotiated voluntarily in response to market
conditions, as asserted in WAP's application, provides assurance that the
transactions will be conpetitive with other natural gas supplies available to
WAP. Thus, WAP's inport arrangenent will enhance conpetition in the
mar ket pl ace. FE does not require prospective inporters to provide the terns of
such agreenents prior to the granting of blanket inport authorizations;
however, it does require the inporters to file quarterly reports detailing the
i mport sales transactions after the fact. It is noted sonme of the issues
di scussed in El Paso's filing would be nore appropriate to raise if and when
WAP files for a long-terminport authorization as its current application
states is part of the distribution conpany's future plans. For exanple,
security of supplies is an inportant consideration in FE' s review of
long-term firminport arrangenents, but is not an inportant matter in
reviewi ng requests for blanket inport authorizations that only involve
short-term supply arrangenents.

FE is denying El Paso's alternative request for a trial-type hearing. E
Paso's request, like its larger protest, is prem sed on matters that are not
rel evant to the anended application and El Paso does not denonstrate that a



hearing is necessary to ensure the adequacy of the record or the fairness of
thi s proceedi ng.

After taking into consideration all of the information in the record of
this proceeding, | find that granti ng WAP bl anket authorization to inport up
to 30 Bcf of Canadian natural gas over a two-year term beginning on the date
of first delivery, under contracts with terns of two years or |ess, is not
i nconsistent with the public interest. 5/

ORDER

For the reasons set forth above, under section 3 of the Natural Gas Act,
it is ordered that:

A. Authorization is hereby granted to The Washi ngton Water Power Conpany
(WAP) to inmport from Canada up to 30 Bcf of natural gas over a two-year term
begi nning on the date of the first delivery.

B. This natural gas may be inported at Sumas, Washi ngton and Ki ngsgate,
British Columbia through the existing pipeline facilities of Pacific Gas
Transm ssion Conpany and Northwest Pipeline Corporation.

C. Wth respect to the inports authorized by this Oder, WAP shall file
with the Ofice of Fuels Prograns, within 30 days followi ng each cal endar
quarter, quarterly reports indicating whether sales of inported natural gas
have been nmade, and if so, giving, by nonth, the total volune of the inports
in Mcf and the average price per MVMBtu at the international border. The
reports shall also provide the details of each inport transaction, including
the names of the seller(s), and the purchaser(s), including those other than
WAP, estimated or actual duration of the agreenent(s), transporter(s), point
of entry, market(s) served, and, if applicable, the per unit (MVBtu)
demand/ conmodi ty charge breakdown of the price, any special contract price
adj ust nent cl auses, and any take-or-pay or make-up provisions.

D. The request of WAP to deny the notion of El Paso Natural Gas Conpany
(El Paso) to intervene is hereby deni ed.

E. The notions to intervene filed by Northwest Pipeline Corporation
Paci fic Gas Transmi ssion Company, and El Paso are hereby granted, provided
that participation of the intervenors shall be limted to matters specifically
set forth in their nmotions to intervene and not herein specifically denied,
and that the admi ssion of such intervenors shall not be construed as

recognition that they m ght be aggri eved because of any order issued in these
proceedi ngs.

F. The notion of El Paso requesting rejection of the application, or in
the alternative, additional procedures is hereby denied.

I ssued in Washington, D.C., on April 13, 1991
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