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DOE/ FE Opi ni on and Order No. 547

Order Granting Bl anket Authorization to Inport "Special Purchase Natura
Gas" from Canada and Granting |Interventions

| . Background

On June 24, 1991, Tennessee Gas Pipeline Conpany (Tennessee) 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 extension of its existing blanket authorization to inport up to
75,000 Mcf per day of "special purchase gas" fromits Canadi an supplier
ProGas Ltd. (ProGas) over a two-year term beginning with the date of first
i mport after Decenber 12, 1991, the date the present authorization under
DOE/ ERA Opi nion and Order 295 (Order 295) expires. Tennessee intends to
continue using existing pipelines and will submt quarterly reports detailing
each transaction.

Tennessee is a natural gas transm ssion conpany that purchases,
transports, and sells natural gas. The conpany is currently authorized under
DOE/ ERA Opi nion and Order No. 131 (Order 131), issued June 19, 1986, to inport
up to 75,000 Mcf per day of Canadi an natural gas at Enerson, Mnitoba, through
Oct ober 31, 2000, in accordance with the provisions of its November 25, 1985,
gas purchase agreenent, as anended, with ProGas. Order 131 also permtted
Tennessee to assign its rights and obligations with respect to the purchase,
recei pt, and paynent for any and all of the gas designated as "specia
purchase gas" to third parties, under spot sales with ProGas, for a period of
two years fromthe date of the first such sale. Special purchase gas is
Canadi an natural gas that ProGas may offer for sale to Tennessee under the gas
purchase contract at a negotiated price that Tennessee clains will necessarily
be Il ess than the conmodity charge otherwise in effect. Tennessee can buy that
gas for its systemsupply or assign its right to purchase that gas to a third
party without forfeiting its rights to credit such volunes toward its
t ake-or-pay obligation. This authorization was subsequently extended for a
two-year period under Order 295, which will expire on December 12, 1991

In its application, Tennessee asserts that the extension of its inport
authorization is not inconsistent with the public interest because Tennessee
has a need for the additional flexibility arising from"special purchase gas"
rights, and because the voluntary, short-term nature of these arrangenents
assures their conpetitiveness.

A notice of the application was published on Septenber 23, 1991
inviting protests, notions to intervene, notices of intervention, and comments
to be filed by October 23, 1991.1/ A notion to intervene was received by
ProGas Limted (ProGas). Great Lakes Gas Transnission filed a notion to
i ntervene out of tine on October 28, 1991. This order grants intervention to
t hese novants.

I'l. Decision

The application filed by Tennessee has been evaluated to determi ne if



the proposed inport arrangenent nmeets the public interest requirenments of
section 3 of the NGA. Under section 3, an inport must be authorized unless
there is a finding that it "will not be consistent with the public interest.”
2/ This determnation is guided by DOE's natural gas inport policy

gui del i nes. 3/ Under these guidelines, the conpetitiveness of an inport in the
mar kets served is the primary consideration for neeting the public interest
test.

Tennessee's proposal for the inportation of natural gas, as set forth in
the application, is consistent with section 3 of the NGA and DCE's
i nternational gas trade policy. The inmport authorization sought, sinmlar to
ot her bl anket arrangements approved by DOE, 4/ woul d provi de Tennessee with
bl anket approval, within prescribed limts, to negotiate and transact
i ndi vidual, spot and short-term purchase arrangenents, or to assign its rights
to the "special purchase gas," without further regulatory action. The
arrangenent gives Tennessee continuing flexibility to respond to changing
mar ket condi ti ons, and because each purchase will be voluntarily negoti at ed,
provi des assurance that the transactions will be conpetitive.

After taking into consideration all of the information in the record of
this proceeding, | find that granting Tennessee bl anket authority to inport up
to 75,000 Mcf per day of "special purchase gas" from ProGas over a two-year
term beginning with the date of first inport after Decenber 12, 1991, under
contracts with terns of two years or less, is not inconsistent with the public
i nterest.5/

ORDER

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

A. Tennessee Gas Pipeline Conpany (Tennessee) is authorized to inport up
to 75,000 Mcf per day of "special purchase gas" fromits Canadi an supplier
ProGas Limted, over a two-year term beginning with the date of first inport
after Decenber 12, 1991

B. This natural gas may be inported at any point on the internationa
border that does not require the construction of new facilities.

C. Wthin two weeks after deliveries begin, Tennessee shall provide
written notification to the Office of Fuels Prograns, Fossil Energy, Room
3F- 056, FE-50, Forrestal Building, 1000 |Independence Avenue, S.W, Washi ngton
D.C. 20585, of the date that the first delivery of natural gas authorized in
Ordering Paragraph A above occurred.

D. Wth respect to the inports authorized by this Oder, Tennessee shal
file within 30 days followi ng each cal endar quarter, quarterly reports
i ndi cati ng whet her sales of inported natural gas have been made, and if so,
giving, by nonth, the total volune of the inports per Mf and the average
purchase price per MMBtu at the international border. The reports shall also
provide the details of each inport transaction, nanes of the seller(s), and
the purchaser(s), estimated or actual duration of the agreenent(s),
transporter(s), points of entry, markets served, and, if applicable, the per
unit (MvBtu) demand/ commodity/reservation charge breakdown of the contract
price, any special contract price adjustnent clauses, and any take-or-pay or
make-up provisions. If no inmports have been nade, a report of "no activity”
for that cal endar quarter must be filed. Failure to file quarterly reports may



result in termnation of this authorization

E. The first quarterly report required by paragraph D of this order is
due not | ater than January 30, 1992, and should cover the period from Decenber
12, 1991, until the end of the current cal endar quarter Decenber 31, 1991

F. The notions to intervene, as set forth in this Opinion and Order, are
hereby granted, provided that participation of the intervenors shall be
limted to matters specifically set forth in their nmotions to i ntervene and
not herein specifically denied, and that the adm ssion of these intervenors
shall not be construed as recognition that they m ght be aggrieved because of
any order issued in these proceedings.

I ssued in Washington, D.C., on Novenber 18, 1991
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