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Order Granting Bl anket Authorization to Export Natural Gas to Canada and
Mexi co, Vacating Existing Authorization, and Granting Intervention

| . Background

On May 24, 1991, Shell Gas Tradi ng Conpany (SGIC), filed an application
with 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
authorization to export fromthe United States to Mexico up to 100 Bcf of U. S.
natural gas over a two-year period commencing with the date of first delivery.
SGTC, in ERA Opinion and Order No. 229 (Order 229), is currently authorized to
export up to 60 Bcf of U S. natural gas to Canada.l1l/ SGIC has yet to use this
aut horization. So, as agreed upon by DOE and SGIC, this order will conbine the
requested 100 Bcf with the volume authorized by Order 229 for a total of up to
160 Bcf to export to Canada or Mexico. This order will vacate SGIC s existing
aut hori zation under Order 229.

SGTC, a Delaware corporation with its principal place of business in
Houst on, Texas, is a wholly owned subsidiary of Shell Energy Resources Inc., a
hol di ng conpany, which in turn is wholly owned by Shell GO Conpany, a
Del aware corporation. SGIC s affiliated conpanies include Shell O fshore,

Inc., and Shell Western E & P Inc., both of whom are producers and sellers of
natural gas from onshore and offshore the United States. SGIC states that it
will sell the requested natural gas volunes on a short-term or spot basis and
the contractual arrangenents will be the product of arns-|ength negotiations
with an enphasis on conpetitive prices and contract flexibility. SGIC intends
to utilize existing pipeline facilities for the transportation of the proposed
vol unes to be exported and stated it would subnmit quarterly reports detailing
each inport transaction.

Il. Interventi on and Comment

A notice of the application was issued on July 3, 1991, inviting
protests, notions to intervene, notices of intervention, and comments to be
filed by August 9, 1991.2/ The Gas Conpany of New Mexico (GCNM filed a notion
to intervene requesting that SGIC be required to anend its application to
provi de sufficient details on which particular interstate or intrastate
pi pel i nes and border-crossing facilities will or may be involved in the
proposed export transactions in order to allow parties which nay be affected
by the proposed exports to determ ne the likelihood of the transactions inpact
upon them This order grants intervention to the novant.

I1l. Decision

The application filed by SGIC has been evaluated to determine if the
proposed export arrangenent neets the public interest requirenents of section
3 of the NGA. Under section 3, an export nust be authorized unless there is a
finding that it "will not be consistent with the public interest." 3/ In
reviewi ng natural gas export applications, donestic need for the gas to be
exported is considered, and any other issues determ ned to be appropriate in a
particul ar case.



SGTC s uncontested export proposal, as set forth in the application, is
consistent with section 3 of the NGA and the DOE' s international gas trade
policy. The current supplies of donestic gas, coupled with the short-term
mar ket responsive nature of the contracts into which SGIC proposes to enter

indicate that it is unlikely that the proposed export volunes wll be needed
donestically during the termof the authorization. In addition, SGIC s
proposal , |ike other blanket export proposals that have been approved by the
DOE, 4/ will further the Secretary's policy goals of reducing trade barriers by

encour agi ng market forces to achieve a nore conpetitive distribution of goods
between the U.S. and Canada and the U.S. and Mexico. Thus, SGIC s export
arrangenent will enhance cross-border conpetition in the marketpl ace.

In response to GCNM s notion to intervene and request for additiona
details, it nmust be understood that the bl anket authorizations given by DCE do
not approve specific export transactions, pipeline facilities, or
border-crossing facilities. However, DOE requires the authorized exporter to
file quarterly reports detailing each of the individual transactions, pipeline
facilities used, and identification of the border-crossing facilities. These
quarterly reports allow for the specific transactions by the exporter to be
scrutinized to guarantee that the export authorization continues to be in the
public interest.

After taking into consideration all of the information in the record of
this proceeding, | find that granting SGIC bl anket authorization to export up
to 160 Bcf of natural gas fromthe U S. to Canada and to Mexico during a
period of two years, is not inconsistent with the public interest and should
be approved.5/ Consistent with our treatment of sinilar blanket applications,
there will be no restriction on the daily or annual volune that nay be
exported. This maxim zes the flexibility of spot market exporters and
inporters to provide gas supplies to neet custonmers denmand.

ORDER

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

A. Shell Gas Tradi ng Conpany (SGTC) is authorized to export up to 160
Bcf of natural gas fromthe United States to Canada and Mexico over a two-year
term begi nning on the date of the first delivery.

B. SGIC is authorized to export natural gas at any point on the
i nternational border where existing pipeline facilities are |ocated.

C. This Opinion and Order hereby rescinds and vacates SGIC s existing
aut horization contained in Order 229 on the date of issuance of this order

D. Wthin two weeks after deliveries begin, SGIC shall provide witten
notification to the Ofice of Fuels Progranms, Fossil Energy, Room 3F-056,
FE-50, Forrestal Building, 1000 I ndependence Avenue, S.W, Washington, D.C.
20585, of the date that the first delivery of natural gas authorized in
Ordering Paragraph A above occurred.

E. Wth respect to the exports authorized by this Oder, SGIC shall file
wi thin 30 days foll owi ng each cal endar quarter, quarterly reports indicating
whet her exports of natural gas have been nmade, and if so, giving, by nonth,
the total volune of the exports per Mf and the average purchase price per



MVBtu at the international border. The reports shall also provide the details
of each export transaction, including the nanes of the seller(s), and the
purchaser(s), estimated or actual duration of the agreenents, transporter(s),
points of exit, and, if applicable, the per unit (MvBtu) demand/ commodity
charge breakdown of the price, any special contract price adjustnent clauses,
and any take-or-pay or nmmke-up provisions.

F. The notion to intervene, as set forth in this Opinion and Oder, is
hereby granted, provided that participation of the intervenor shall be linmted
to matters specifically set forth in its notion to intervene and not herein
specifically denied, and that the adm ssion of the intervenor shall not be
construed as recognition that it mght be aggri eved because of any order
i ssued in these proceedings.

I ssued in Washi ngton, D.C., on Septenber 9, 1991
- - Foot not es- -

1/ 1 ERA Para. 70,762 (March 8, 1988).

2/ 56 FR 31398, July 10, 1991.

3/ 15 U.S.C. Sec. 717b.

4/ See e.g., Corpus Christi Gas Marketing, Inc., 1 FE Para. 70, 386
(Cctober 9, 1990); C ajon Marketing, L.P., 1 FE Para. 70,406 (January 29,
1991); and Anerican Central Gas Conpanies, Inc., | FE Para. 70,446 (Muy 16,
1991).

5/ Because the proposed exportation of gas will use existing facilities,
DOE has determined that granting this application is not a major Federa
action significantly affecting the quality of the human environnment within the
meani ng of the National Environmental Policy Act (42 U S.C 4321, et seq.) and
therefore an environnental inpact statenent or environnental assessnment is not
requi red. See 40 CFR Sec. 1508.4 and 54 FR 12474 (March 27, 1989).



