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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Complaint of
The Suburban Fuel Gas, Inc.,
Complainanct,

Columbia Gas of Ohiov, Inc.,
Respondent,

Relative to various alleged

violations of the Ohio Revised Code.

)
)
)
v. ) Case No. 66-1747-GA-CSS
)
)
)
)
)

REPLY BRIEF
: OF THE
OFFICE OF THE CONSUMERS' COUNSEL

INTRODUCTION

The Office of the Consumers' Counsel (0OCC). a parcty to
the above-captioned case, offers its Reply Brief in this case
ip response to the post-hearing brief filed by Columbia Gas of
Ohie, Inc. (CGOH). Failure to reiterate herein a position set
forth in OCC's initial brief should not be construed as
abandonment of that position. In responding to CGOH, OCC is

concerned with the interests of that company's residential

ratepayers as well ag Ohio residential gas consumers in general.
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COMPETITIVE ENVIRONMENT

The Respondent presents a somewhat lengthy discuesion of
its understanding of the existing competitive environment in
the gas industry and its response thereto (CSOH Brief at PP,
5-12). 1t would appear that CGOH uses the c¢cmpetitive
environment, i.e., the derequlation of transportation, as the
fundamental basis for its implementation of the CTapa

arrangements as well as its provision of services at no charge
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oL at a rate which is less than that specified in its tariffs.
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OCC submits that CGOH's reliance on Order No. 436 to justify
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its actions, as admitted in this case, is clearly wmisplaced.
The underlying purpese of the Natural @as Aet, (NGA) 15

U.5.C. §717 et seqg. is to protect customers from excessive

rates and charges by nmatural gas companies. Thererore, any

interpretation of Order No. 436, which is decided pursuant to

HNISAT 0 HSUN0D Yvinn
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the NGA, must be coneistent with thea above gtated statutory
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mandate, PFERC issued a "Notice of Inquiry (NOI)} cencerning the
Alleged Anti-Competitive Practices Related to Marketing
Affiljates of Interstate Pipelines." 51 Fed. Reyg. 41,982

(11/20/86). 1In that NOI, the Commiesion recognized that no
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industry-wide standards of conduct are observed with respect to
marketing affiliates and that competitive activities could be
occcuring. The FELC then proposed a scheme of requlation for
marketing atfiliates so as to combat competition as well ‘as
suggested remedies for violations. 52 Fed. Reg. 21,579

{June ,1987),
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A further indication that CGOH's reliance onh Order No,

436 is misplaced is found in Associated Gas Distribution v.

FERGC, No. 85-1811, glip op. (D.C. Cir. Jupe 23, 1987). 1In that

case, the court stated, with respect to FERC's power to

regulate anti-competitive practices:

A duty not to discriminate, impossd by the
Ccommission on the basis of findings that
the duty is necessary to assure consumers
access to competitively priced gas, is
ntterly different. The imposition of the
-duty here facilitates the accomplishment
of Congress's purposes,....The
reasonableness is underscored by FERC's
broad duties toc assure consumers access to
natural gas at prices such as would
prevail in the absence of pipeline market
power and its conclusion that under the
present circumstances fulfillment of that
duty requires such conditioning.
(citations omitted). ld. at 35, 37,

The Respondent generously states that "CTAPA provides all

the benefits cited by FERC in Order No. 436. It provides

cheaper fuel supplies for the price-elastic customers' -- i.e.,

the CTAPA customers who would otherwise not be served by

Columbia." CGOH Brief at 35. Here, CGOH appears to argue that

Order hNo. 436 allows it to selectively and totally
unsvstematically provide preferential treatment to only a

gselect few. As with applicable Ohio statutes, the Respondent

has ignored FERC conditions that, even in the competitive

environment, rates must not be discriminatory when applied to

customers who are similarly situated. To the contrary, OCC

submits that Order No. 436, which permits nen-discriminatory
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access to the gas pipeline, is intended to ensure that the
benefits of competitiveiy priced gas are available to the

largest number of customerst

I11. CTAPA PROGGRAMS

The Respondent asserts that the rates charged pursuant to
CTAPA arrangements are not unlawfully discrimina;ory for
geveral reasons. First, CGOH claims that CTAPA customers are
served pursuant to special contracts instead of its tariffs
and, '.erefore, the statutes prohibiting discrimination are not
applicable. CGOH Brief at 16. This argument is erropeously
premised on Chio Revised Code §4905.31 which states in
pertinent part:

{D) A classification of service based

upon the gquantity used, the time when

used, the purpos2 for which used, the

duration of use, and any other reasonable

consideration...
The Regpondent asserts that the CTAPA arrangements, which are
special rates applied to small volume customers who would
otherwise be served under general service tariffs, constitute a
reasogable arrangement as contemplated by Ohio Revised Code
54905.31(D). CGOH Brief at 16. OCC is compelled to disagree
with the Respondent's conclusion that these CTAPA arrangement
are reasonable. The record in this casge clearly shows that the
selection of customers to whom CGOH would apply its preferred

CTAPA rate is blatantly discrimiratory. The evidence shows
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that these arrangements are not generally offered or appliéd to
all general service customers to whom alternate sources of
energy are available, In fact, the evidence indicates that
residential customers, for example, have not been offered these
rates.

The next argument advanced by CGOH is that even if the
statutes pr.aibiting discriminatory rates are applicable in the
instant case, CTAPA arrangement would not constitute unlawful
discrimination. CGOH Brief at 19-20. This argument is equally
without merit. It must be noted that CGOH correctly recognizes
the applicable standard of law: Ohio utility laws reguire
similar treatment when the customers are similarly situated.
CGOH Brief at 21L. However, CGOH attempts to show that the
CTAPA customers are not similarly situated to its general
service customers given their unique competitive situation.

OCC disagrees. The only difference between the
Respondents®' CTAPA customers and its general service custimers
is that CTAPA customers are granted a more favorable rate,.
Moreover, there are some differences in the rates under which
the CTAPA customers are served. (See OCC Post Hearing Brief at
4). To permit CGOH to choose which customer it deems to be nct
"gimilarly situated” due to competitive situation is tantamount
to permitting selective deregqulation of the gas industry on
Columbia's terms -- what CGOH wants, CGOH gets.

Columbia argues that the customers to which special
incentives and special rates such as the CTAPA program were and

are being offered are not similarly situated with other members
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of the same class of Columbia's customers because they are
either incremental customers or are subject to competition from

another gas company. A similar argument was rejected by the

Federal Energy Regulatory Commission in Consolidated Gas

rransmission Corp., et al., 36 FERC %61,273; rehearing 39 FERC

961,112 (1987).1 There Consolidated socught to offer a

EN

service to new customers that was not available in the same

form to existing customers. In connection with the same

TTEHATTHA NIy

arrangement, Columbia Gas Transmission Corp, sought approval
The FERC

HOIVITAO Wi:wn)
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for a special discounted transportation rate.

AIJHED QL 81 511t

rejected that aspect of both applications as unduly
diseriminatory against existing customers who would not be

eligible to apply for the same service and same discounted

SLLATINGD NV 11

transportation rate., 36 FERC at 61,668: 39 FERC at 61,419,

*
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Further, the potential for cost-shifting to ciptive consumers
36 FERC at
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existed with both proposals. 39 FERC at 61,421;

6€1,670. The FERC's conclusions are pertinent to the facts in

the instant case:

The petitioners argue that the
transportation service would help
diversify BG&E's & WGL's supply sources
and enhance competition for their
markets. We must also consider, however,
the anti-competitive effects of allowing
Con Gas to provide BGSE and WGL a type of
service not available to similarly
gituated customers. Furthermore, since
the possible bénefits of the proposed
service to Con Gas' non-eligible customers
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Copies of these two decisions are attached for tre
hearing examiner’'s convenience,
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are highly speculative, those potential
system-wide benefits do not justify the
restriction of the proposed transportation
and stand-by sales service to BGEE anhd WGL.

Id.., 39 FERC at 61,421 (footnote omitted). 1In the footnote to

this paragraph, the FERC finds limiting the availability of the
proposed service to only the two new customers “"akin to the

undue discrimination found by the court in the Maryland

People's Counsel cases." 1d.
The FERC also pointed out its policy under Order No. 436

of requiring a pipeline to be at risk for any underrecovery of

costs due to discounting of transportation rates. 1In its Order

on Clarification issued June 3, 1987 the FERC again noted its

concern that "pipelines not unduly discriminate in offering

discount rates." 39 FERC {61,259 (1987). ({See attached copy.

It should be noted that Columbia Gas Transmission Corp. has

petitioned the D. C. Circuit for review of these three orders.)

IV. CONCLUSION

For the reasons stated herein as well as in its Post

Hearing Brief, OCC respectfully recommends that the Commission

declare the CTAPA arrangements to be unlawful. To the extent

that the Commission should deciine to prohibit these

arrangements, the Commission must ensure that no costs of this

program are to borne by dgeneral service ratepayers.
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Similarly, OCC recommends that the Commission ensure thac
the excise tax obligatione for which the CTAPA customers are

not billed are not borne by the remaining ratepayers.

Respectfully submitted,

WILLIAM A, SPRATLEY
CONSUMERS' COUNSEL

Al
~ ‘!&“"}i\,\ C-- _\'C.‘l.\}'-‘-'»b@r‘;,\
Evelyn R. Robinson
Trial Attorney

Margaret Ann Samuels
Associate Consumers' Counsel

e 9

Office of the Consumers' Counsel
137 East State Street

Columbus, Ohio - 432660550

{614) 466-B574
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CERTIFICATE OF SERVICE

I hereby certify that copies of this Reply Briesf of the

Office of the Consumers’' Counsel have been served by first

clags mail, postage prepaid, or hand delivered to the £following

Parties of record this 22nd day of July, 19a7,

Y “\ ~ ‘
Margarét Ann Samuels
Associate Consumers! Counsel

PARTIES OF RECORD

Kenneth W. Zhrigtman, Esqg. David L. Pemberton, Esq.
Columbia Gas of Chio, Ine. Muldoon, Pemberton & Ferris

P. O. box 117 2733 West Dublin-Granville Rd.
Columbus, Chio 423216-0117 Worthington, Ohio 43085-2710

Robert s, Tongren, Esq.
Assistant Attorney General
Chief, Public Utilities Section
180 East Broad Street

Columbus, Ohio 43266-0573
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[161,273]
Consolidated Gas Transmission Corporation, Docket Nos. CP85-756-000 .

and .001;

Consolidated System LNG Company and Consolidated Gas Transmission
] " Corporation, Docket Nos, CP86-208-000 and -001;

Texas Eastern Transmission Corporation, Docket No. CP85-806-000;
Columbia Gas Transmission Cotporation, Docker No, CP86-454-000

Order Issuing Certificates and Authorizing Abandonment
(Issued September 12, 1986)

Before Commissioners: Anthony G. Sousa, Acting Chairman; Charles G.
Stalan, Charles A. Trabandt and C. M, Naeve.,

On August 2, 1985, Consolidated Gas
Transmission Corperation (Can Gas) filed xn
application in Docket No. CP85-756.D00,
pursuant to section 7(c) of the Natural Gas
Act (NGA), for certificates of public
convenience and necessity to sell andfor
wransport for Washinglon Gas Light Company
(WGL}) and Baltimore Gas & Electric
Company (BGLE) up to 60.000 Dihyd of
natural gas purchased by WGL and BGAE

161,272

from Con Gas and other suppliers. On August
21, 1985, Texas Eastern Transmission
Corporation (TETCO) filed an application in
Dockel No. CPB6-806-000, pursuant 1o NGA
section F(c), for & certificate to construrt
facilities and transport to Con Gas the gas to
be transported, in turn, by Con Gas for WGL
snd BGXE. On November 18, 1985,
Consolidated System LNG Company (Con
LNG) and Con Gas filed s joint application in
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Docket No. CP85-208-000, pursuant to NGA
ections 7(h) and 7(c) for authorization for Can
LNG 10 abandon by sale 1o Con Gas, and for

" Con Gas to acquire, natural gas farilities that
would be used by Con Gas to receive Fas {rom
TETCO and wansport it to Columbis Gas
Tiansmission Corporation (Columbia) for the
actounts of BGKE and WGL. On April 17,
1936, Columbia filed an NGA section H (3]
spplication in Docket No. CPB6-454.000 for a
certificate to receive the gas from Con Gas and
redeliver it to BGAF and WGL.

We are granting, subject 1w the rate and
other eonditions seu [orth herein, the
applications by Con Gas, Con LNG, and
TETCO. We gre denying Ceolumbia’s
epplication, without prejudice 10 Columbia's
providing service under the authority
currently available to it through Order No. 436
[FERC Statuies and Regulations, Regulations
Prrambles 1982.85 € 30,665).

L The Proposals
Docket Nos CPR5.736-000 and -00! (Con
Gas)
On August 2, i985, Con Gas ftled an
application pursuant to NGA section 7ec) for
suthorization 1o sell for resale and/or transport
on a firm basis natural gas 1o BGEE and WGL
up o & Maximum Daily Quantity {MD) of
€0,000 Dth/d each, ruhject to a Tifty percent
minimum annual commedity bill 1 Con Gas
would provide firm transportation service, on
any day when BGAE and WGL purchase jJess
than the MDQ, up to the MDQ Ievel with
Corresponding minitmum bill credits. This
service iy proposed to commence on April 1,
1992, and continue for a term of twenty years
and year-to.year theceafter, BGAE and WGL
each could elect Lo increase their Tespective
firm service up o 100,000 Dih/d upon written
nottce to Con Gas no later than December 31,
199G
In order 1o receive gas into its system for
Lranspartation Jor the account of BGEE and
WGL, Con Gas requests blanket authorization
Lo use existing interconnections between ils
system and the facilities of other COmpaties,
and 1o construct, and operate new  receipt
points when necessary. Con Gas proposes 1o
deliver all gas sold to and/or transpaoried for
BGXE and WGL threugh Line No. PL.1,
which Cor. Gas proposes to purchase from Con
LNG. Line No. PL-] is a pipeline between
Leesburg in Loudoun County, Virgima, and
Perulack in Juniata Coumy, Pennsylvania.
Con Gas originally proposed ta construct, at an
estimated cos1 of $816,000, and aperate the
necessary tap, valves, measuring and
regulating faciliies 1o interconnect Line Na.
PL.1 with BGAE and WGL near Dickersen in

FERG Ruprts

Montgomery Coumty, Maryland. As discussed
below, Con Gas has applied in Docker Nos,
CPB6-208.000 and -001 for autkorization to
acquire and operate Line No. PL-1. Since this
facility is not directly connected to Con Gas'
transmusion system, TETCO has applied in
Docket No. CP&5-806-000 for suthorization o
tender firm transportation service for Con Gas
vsing TETCO's existing interconnection with
Line No. PL.1 at Perulack, Pennsylvania,

On April 17, 1985, Con Gas filed in Docker
No. CP85-756001 1o amend jts spplication in
Docket No. CPB5.756.000 1o seek
authorization te deliver the gt to Columbia
for BGAXE and WGL a: an existing
ihtercennection at the terminos of Line No
PL-1 at Loudoun measuring station, in
Loudoun County, Virginia Columbia, as
ottlined in Docket No. CPB6-454.000, would
transport Bnd redeliver the gas from the
Loudoun measuring station 1o fis existing
inlercannections witk BG&E and WGL. Under
Lhis revised proposal, Con Gas would not have
1o construct & tap and other facilities at
Dickerson, Maryland, nor would BGAE and
WGL need to copstruct pipeline facilities
between Line No. PL-1 and their existing
distribution systems. In addition, Con Gas has
agreed to waive the minimum annpual
cemmedity bill provisions as originally
proposed in Docket No CPBS.756-000, until
such time. if ever, that Columbia imposes &
minimum snnual commodity bill for
comparable service to BGAE and WGL

Docket No CP85806-000 (TETC(H

On August 21, 1985, TETCO filed an
application pursuant to NGA section 7(c) for
authorizatisn 1o transpert 1o Con Gas the gas
that Con Cas proposes 10 sell (o and’aor
transport for BGRE and WGL TETCO
proposes 1o transport for Con Gas on & lirm
basis up 16 an MIXQ of 200,000 Dth of natura)
8as per day and additiona! quantities oo ap
interruptible basis as mutwvally agreed upon
puisuant to TETCO's Preceden: Agreement
with Con Gas dated August 9, 1985,

TETCO would receive the gaz from Con
Gas at their existing point of interconnection
al the Qakford Starage Field in Westmoreland
County, Pennsyivania. TETCO would
transport and redeliver equivalent quantities,
Jess applicable shrinkage, 2 to Cen Gas at the
exisling inlercopnection between TETCO and
Con LNG's Line No. PL-1 jocated at Perulack,
Pennsylvania The proposed term of service is
Lwenty years and year-to-year thereafter until
terminated by TETCQ or Con Gas.

To render the service, TETCQ proposes to
construct and operate approximalely 21.63
miles of 3inch loop, at five focations on

161,273
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TETCO's exuting Penn-Jersey system located
in the State of Pennsylvania. The estimated
tolal capilal cost of the propesed facilities,
including regutatary fee, 1s $26,807,000.
TETCQ would commence canstructiion upon
receipr of authorization and anticipates being
able ta begin transportation servire on April 1,
1987

Docket Nos. CFB6-208-000 and 007 (Con
LNG and Con Gas)

0On November 18, 1985, Con LNG and
Con Gas filed a joint application pursuant to
NGA sections 7¢b) and ic) seeking
authorization for Con LNG 1o abandon, by sale
toe Con Gas, Line No PL-1 and related
facilities, 3 including al? tecords. tilles and
interest in properties and rights-of.way, and
for Con Gas Lo acquire and operate such
facilities as part of its intersiate pipcline
svstem. Pursuant 1o an Agreement of Purchase
and Sale dated Octobir 8, 1985, the transfer
would be accomplished by execution and
delivery of the necessary instruments of
transfer at a mutuzlly ogreeable date.

On April 1B, 1986, Con Gas and Cor LNG
amended thewr applieation te inciude among
the facilities 1o be suld Con LNG's undsvided
ane hall interest i the Louduun measuring
station in Loudoun County, Virginia ¢ Con
Gas would wtize the Loudeun measuring
station to deliver gas to Culumbia for
redelivery 10 BGAE and WGL

Con Gas would pay Con LNG
£37. 315,505, the estimated woial ner book
value of all of the facihities 1o be ransferred,
based on Con LNG's oniginal costs less
accumulaled depreciation and related
accumulaled income taxes

Docket No CP86453-000 ¢Columbia)

On April 17, 1986, Columbia filed an
application pursuant tg section 7oey of the
NGA requesting authorizalion 1o transport up
10 6C,000 Dih/d each 10 BGEE and WGL or. o
firtn basis and. subject Lo the availability of
capacity, wterruptible Lransporialion service
in excess of those volumes The proposed
service would commence on April 1, 1987, and
comyinue for a werm of twenty vears. If either
ar both BGEE and WGL elect Lo increase their
firm service from Con Gas to up 10 100,000
Dthyd, Columbia would provide the firm
transporiation service, subject to Cornmission
guthorization. Coli -bia would receive the gas
from Con Gas al existing inwercoanectlion
at the LoudoL  measuring stalion and
redeliver equivalent quaniities 1o BGAE and

"GL st existing points of delivery No
addivional jurisdictienal farilities would be
construcied by Con Gas or Columbia in order
w provide seivice. 3

161,273

II. Inmterventions
Duocket Nos. CP85.756-000 and .00

Afrer due notice of Con Gas’ application in
Docker No. CPBE5-756-000 by publication in
the Federal Register on August 27, 1985 {30
Fed. Rey 34.738), timely, unopposed motions
to intervene were filed by TETCO, (ixtional
Fuel Gas Supply Corporation (National Fuelt,
Dayton Fower and Light Company (DP&L),
New York Siace Electric and Gas Cerporation
({NYE&G), Niagara Mohawk Power
Corporation (Niagara Muhawk}), Columbia Gas
Distribution Companies {CDC). the Peoples
Natural Gas Company (Peoples Natural); the
Tublie Service Commission of the Dhstaet of
. tuiabia, Virginia Nacoral Gas. a division af
virtiria Electric and Power Company; the
Ea:y Ohio Gas Company {East Ohio),
Rochester Gas and Eiectrit Corporatson
(Rochestery, WGL, the River Gas Company
{River Gas), BGEE, VGI Corporation, Texas
Gas Transmission Corporation tTexas Gasp,
Transcontinental Gas Pipe Line Corporation
1Transce), Algonguin Gas Transmission
Company tAlgonguiny. the Broeklya Union
Gay Cempany (BUG), Long Island Lighung
Company (Long Island), Public Service
Efeceric & Gas Co (PSEEGY, and Columbia ¢

Untimely mouions to intervene were filed
by the Maryviand People's Counsel {MPCY the
Qifice of the Consumers’ Counsel, State of
Ohwo, and the Pennsvivania Public Utilnies
Compnission {PaPUC: Granting of these late
motions will pot delay or distupt Lhe
procecding. o prejudice any pasty
Accardingly, they will be graried

N the twenty-five motions 1o inervene,
two parties, BG&E and WGL, expressiv
supported the application. MPC stated sume
reservalions concerning the proposal bui did
not protest Lhe application or request a
hearsng Protests and requesis for an
evidentiary hvaring were filed by Columbia
and PSE&G On Aprii 24, 1986, Columbia
withdrew its proiest and request for hearing.
After discussions with Con Gas, PSEEG and
Con Liss reached an agrecment evidenced by a
Tetter filed in thes Docker on May 13, 1986 On
May 13, 1986, PSE&G withdrew its pratest
and request for a hearing. PSE&G had
requested the hearing 1o determine if Con Gas®
intention 19 roll-in the cost of the TETCO firm
transportation service was just and reasonable.
The May 13, 1986 letler states that Cun Gas
has agreed thal costs mssociated with Lhe
proposed incremental services and facihities
(Line No. PL.1, Loudoun measuring station,
and related facilities) will not be shified 1o Con
Gas’ other customers
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Naone of the other persons moving 10
intervene stated 8 position. No other - otrone
(o intervene, proiesis to the granting of the
application, or tequests for an evidentiary
hearing have been filed.

Notice of Con Gas™ filing in Docket No
CPB5.756.001 1o amend its application was
tubliched in the Federal Register or May 12,
1586 (51 Fed. Reg. 17,388). Timely, unopposed
molions 1o intervene were filed by Niagara
Mohawk; Transco, BUG, DP&L, Rochester,
Orange and Rockland Ulilities, Inc (D&R),
Washingion Gas Ligh- Caut.pany, Frederick
Gas Company, Inc., and Sherandoah Gas
Company (a joini application. referred to
herein 8s WGL), Consolidated Edison
Company of New Yoy, Inc (Con Ed), and
Elizabethtown Gas Company
{Elizabethtown*¥ WGL filed in support of Con
Gas' amended application. BUG expressed
concern over Con Gas® elimination from its
original application of minimum annuatl
commodity bill provisions. BUG, whick is
presently subject 10 a minimum commodity WY
under Con Gas' Rate Schedule CD, 2 certst. 1t
any minimum bill waiver skould be extend 1
10 all similarly situeted customers. BUG sto.
that the amended application does not reve:
hew Con Cas proposes to trear the exists: |
minimum bill obligations of its other
customers. DP&L. stated that Columbias
proposed transportation rate ir Docket Ne.
CPB6-454-000 s substantially below
Columbia's eurrent rates for comparable
service. DPXL is concerned as 1o what effecy
the preposed rate snd service 10 WGL and
BG&E will have an Columbia’s other
customers. Neither BUG nor DP&L, however.
protested o~ requested a hearing on the
application. Noze of the other parties stated 2
Positiun.

Docket No. CP85-806-000[TETCO)

Alter dre nutice of TETCO's applica an
in Docket N> CPB5806-000 by publication, *
the Federai Register on September 11, 1983
(50 Fed. Reg 37,04%), timely motions 1o
tntervene were fiied by Elizabethrown;
PSE&G, WGL, Algonqun, Texas Gas, CDC,
Peoples Nawural, Con Gas; Natigna! Fuel,
UGY Niagara Mohawk: New Jersey Natural
Gas Company (New Jersey Natural), Long
Istand, Nawural, BUG, Transco, Con Ed:
Philadelphia Eleciric Company (PECO),
BG& L, and Columbia, &

Untimely mations 1o intervene were filed
by the Public Service Comnnission of the State
of New York and the Pennsylvania Public
Utilities Commission. Granting of these late
motions will not delay or disrupt the
proceeding, o prejudice any party,
Accordingt-, thev wilk be granted.

eFEHI:: Reporis

BG&E filed in suppart of TETCO's
appheatien PECQ expressed concern over the
manner an which costs associsted with the
facilintes TETCO proposes to construct would
be aliacared among TETCO's customers
Transco expressed concern over TETTO'S
propesal to copsiruct facilities to transport
200,000 Dih/d. siace WGL and BGEE have
tontracted for only 120000 Din/d. Con Ed
stated that the proposal appears to be unjust
and unreasonable, because during capaciiy
curtatiments TETCO's proposed interruptible
service Lo Con Gas would have pricrity over
teridin Lransportation services performed by
TETCQ for Can ED and ather customers. CDC
requested that TETCO's spphcation b=
consolidated with the proceeding an Con Gas'
applicativn in Docket No. CPES-756-000 MNone
af the other persons filing motions te intervene,
extept Caolurbia, protested or requesied a
hezeing on TETCO's application. Columbia
withtrew its protest and resuest rur hearing on
Apri 24, 19:6. No othe  pariies stated a
position on TETCO's application

On Ocweber 15, 1985, TETCO filed an
untimely answer in eppostiion to Natural's
umely motion to intervens TETCO states that
Natpral's intervention should be denied
because Natutal has no direct or Jresent
interest in Lthe proceeding Natural, ¢is Qctober
31. 1985, supplemented its motion (o intervene
s1atine: that ig:

wishes 1o amplify its interest in this
proceeding and note that in addilion 1o
Natural's ongoing transportation and
exchanges with TETCQ, Natural is a sponsor
of the MIDCONtunental Transportation
Sysiem (MTH1, a competitive applicant for
the wranspartation of incremental Canadian
exports to *he markess of TETCO and other
eastern U5 pipelines It 45 indicated thar
the status of these markets and the pipeline
Systems now serving them nay have a direct
impact on the MTS project as well as that of
other compeiing proposals.

Since TETCO failed 1o file its opposing motien
within 1§ days of the date that Natural filed
its Limely moticn 1o intervene, as required by
Rule 2Hic)l) (18 CF.R, §3B5.2141cK13) of
the Commission's Rules of Practice and
Procedure, and since Natural has
demonstraied that it has an intersst in this
procecding, Natural's motion to irtervene is
granted.

Docket Nes. CPE6-208.000 and -001 (Con
LNG and Con Gas}

Alter due notice of Con LNC's and Con
Gas' application jn Docke:r No C]°86-208-000
by pubiication in the Federal Register on

161,273
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December 12, 1985 (50 Fed Reg 50.830),  permitting other pipelines ta charge negolialed
timely motions to ntervene were filed by  rates for providing service 1o Lheir cusiomers
Peoptes Natural, Elizabethtown. TETCO, In addition, Transco gquestioned Columbia's
NYE&G, Eazst Ohio Gas Company. River Gas ability and willingness to provide the service
Company, Natiopal Fuel Gas Istribution  without consiructing additionat facilities, since
Cerporation, WGL, Algonguin, CDIC, National  Columbia represents in its statement of
Fuel, the Process Gas Consumers Grovp, UG, operating eonditions filed May 1, 1986 that -
Con Ed. Rochester; BGRE. PSEXG, the Public 100 percent of its rapacity currentdy s
Service Commission of Maryland, MPC, the committed under firm contract abligations
Public Service Comrnission of Lhe State of New  Transco also noted thar Coiumbia's oppasition
Yaork; and Columbua. # to Transco's request in Docket No. CP85-264.
Three of these parties, WGL, UGL and 900 for approval to abandon certain sales
BGXE, filed in suppost of the application. Can  ¥7vice to Columbia is based op Columbia’s
Ed expressed concern as 1o whetl er Con Gas®  POSIUON that continuation of the service is
customers would be asked to bear any portion  Preessafy for Columbia to be able 1o render
of the proposed acquized plant costs. However, P2k day service in 1ts eastern markets
Con Ed did net proiest or request 2 hearing on Neither Transco nor DP&L formally
the applicazion. Columbis protesied Lhe protested or requested o hearing on Columbia’s
application and requested that 51 be application. However, on May 19, 1986,
consolidated with Docket No. CPB3.756.000 Transco fled 2 request for a technical
and set for hearing. However, on April 24, conference 1o be held in this procesding 1o
1986, following the sgreemenl reached by consider Transco's allegations regarding
WGL, BGXE, Con Gas, and Columbia in Celumbia's available capacity and proposal to
Docket No CPB3-756-000. Columbin withdrew  charge a negotisted rate to BGAE and WGL.
its protest and request for hearing. No other TETCO, Con Gas, am! Columbia each filed
party stated a position in ils motien to answers oppesing Transeo’s motion for a
iklervene, technleal conference.

Natice of Con LNG's and Con Gas’ joini We are denving Transco’s request for a
fiing tn Dockel No CP86-208:001 1o amand  second Lechnical coalerence at this lare date
their application in Docket No. CPBG-208-000 Transto was present at the technical
was pubtished in Lhe Federal Register on May  conference held on October 29, 1985, and was
12, 1986 (51 Fed Reg 173885 Timelv, fully aware at that time of Columbia’s desires
unoppoesed metions 1o intervene were [led by to be g part of the project and of Columbia's
Eiizabethtown, WGL, and DPAL 10 WGL  oppasitien 10 Transco's proposed abandanment
filed in support of the ppplication  in the wnrelated proceehng in Dockel No.
Elizabzthtown and DP&L ststed ro poswion  CP83-264-G00 At the Oclober 29, 1985
Mo further motiens 10 intervenc, notice: of conference, Columbia made available a flow
interventions, or protests to the granting of the  diagram showing its capability to transport the
jeint application by Cun Gas and Corn LNG  proposed volumes with nw additional faciliies
have been filed 'I‘he[ {flow chagram presented at the technical

- . conference reflecied a2 configuration only

Bocket No CP86.454.000 (Columbia) slightly different from that finally decided

After due notice of Columbia's application upon. Further, Transco's objection to
in Docket No. CP86-454.000 by publicatien in Columbia's prapasal to charge a neg..iated
the Federal Regisieron May 12. 1983 (51 Fed race is rendered moos by the rate cenditians,
Reg. 17,388), limely monons to intervene were  discussed below, imposed by this order. Sinee
filed by DPEL. Nizgara Mohawk, Transco; the October 29, 1983 techmeal conierence. no
BUG. O&LR; WGL. Con Ed. and issves have been raised that would require
Elizabethiown. 31 WGL filed in support of the  apother technical conference
application DPX&L raised its same concern
regarding Columbia's Lranspertation rate in its
intervention in Docker No. CPB5.756.001. IIL Background
Transco contended that the instant proposal Line No. PL-1 ana it. related facilities are
provides no basis for the Commission to  wholly-owned by Con LNG. These facilities
determine whelher the proposed transportation  were construcied during 1977 and 1978
charges are cost justified or otherwise pursuant to Opinion Nos. 622 and 622-A (47
compensatery to Columbia, or whether such  FPC 1624 and 48 FPC 723, as amended by
rates may result in suhsidization of such  order issued March 30, 1973, 49 FPC B09),
service by other of Columbia’s customers  which authorized the Cove Point LNG project.
Transco contended that the Commission The entire LNG project was placed in service
cannot authorize a depariure from cost-based  on July 1, 1978. See 4 FERC {61,302 (1978)
ratemaking withoul et the same time  Since the cessation of Algerian LNG imports,

1] 61,273 Federal Energy Gu!d%lll;l::
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also would have 10 install two valves and minor
yard piping on its own facilities at the same
locavian at a cost of approximately 3160.000.
Con Gas and Columbia may install these
auxilliary end replacement facilities pursuant
Lo sections 2.55(a) and thi of the Commassicn's
Regulations without prier authorization.

Con Gas wauld finance the proposed
acquisition of Line No PL-]1 and related
facilities with funds 10 be obizired from its
parent, Censolidated Natural Gas Company,
ot {rom funds en hand

TETCO, in Docket No CP85-806-0),
proposes 1o construct and operate in southern
Pepnsylvania 21.63 miles of 36anch pipeline
loap 1o transpors 200,000 Dth/d of natural gas
to Con Gas. Estimated costs are $26,807,000
The facilities proposed by TETCO are
strategically located and sized so that the
proposed additional volumes can be
trapsported witkout using more aperational
fuel, and so that excess compression at the
station. would be sulficient 1o allow for
unscheduled maintenance, emergencies, and
the transportation of additional volumes that
may be available from time to time.

Presentty, Con Gas has firm coptracis
with BGXE and WGL to sell and/or transport
up to a total of 120000 Ihhsd. However,
BG&E and WGL have options to increase Can
Gas' firm service to each 1o 100,000 Dih/d
TETCO ndicates i its dawa response filed
December 31, 1985, that if the Coinmission
-authonizes TETCQ to transport only 120,000
Dih/d, then TETCO will construet and
operale, at an estimated cost of $15,365,000,
only 12 88 miles of 36-inch pipeline loop on its
existing Penn-Jersey system in Pennsylvania.

TETCO would initially linance the cost of
construction through revelhving credit
arrangements, short-lerm Joans, and funds on
hand. Permanent [inancing would be
underiaken as part of TETCO's overall long
term financing program at & Later date.

Rates and Revenues

Docke: N TP85-756-000(Con Gast

Con Gas .. gposes to sell gas to BGXE and
WGL al thr .ate st forth in its existing RQ
Rate Schedule For guantuties sold 1o BGAE
and WGL., Con Cas proposes to charge its
currently effective Demand Charge ($5.04 per
month per Dth of Billing Demand), plus the
RQ Winter Requirement Quaniity Charge
($0.014 per Dih, applicable only during the
months November through March), plus the
Commedity Charge (32.8319 per Dth).

For quantities transported but not sold by
Con Gas to BG&E and WGL, Con Gas
propases to charge the non-gas component of
the RQ Commodity Charge {currently $0.1792

161,273

per Dth), plus & reimbursement for fuel and
the GRI surcharge.

For firm sales of natural gas, Con Gas
originalty proposed a minimum snnual
quantity of 50 percent of the maaimum annual
quantity. However, 2% part of ils agreement
wih Columbia, Con Gas has agreed to waive
the minimum annual commodity bill until such
time as Columbia impeses a minimum annual
commodity bill.

Dotker No. CPE5-806.000(TETCO)

Pursvant 1o TETCO's Precedent
Agreement with Con Gas dated Augusi 9,
1985, TETCO propeses to charge Con Gas a
morthly demand charge and an excess charge
for deliveries in extess of the lirm quantity.
based on the estimaied incremental cost of
TETCO's proposed construction. If autherized
to construct facilities to transpori up Lo
200.000 Dik/d, TETCO estimates a monthly
demand charge of 329942 per Dth ard an
excess charge of $0.0984 per Deh. I TETCO 15
guthorized to construct and operate anl: thos:
facilities needed to transport 120,000 Dih/d,
TETCO estimates 8 monthly demand charge of
$2 B560 per Ik and, for deliveries in excess of
the firm quantity, an excess charge of $6.09.41
per Dih. In the event that the actual ost o
tie facilities varies from the estimated cost of
consiruction, TETCO would file, within 90
days after service commences, revised rates 1o
reflect actual costs. TETCQO would determine
any necessary adusstments, including rtnierest,
and resubmit billtngs to msake appropriale
refunds or recoveries to rectify overcollecttons
and undercoliections that oceurred prior 1o the
elfectiveness of a revised rate

Docker Nos. CPBS-208.000 and 00} (Cor
Gas and Con LNG)

Following the propesed transfer of the
facilities from Consolidated LNG (o Con Gas,
Con LNG's minimum bill woutd be reduced to
remove costs asseciated wirth the transferred
{acilities. This reduction would occur
autamaltically upen transfer of ownership to
Con Gas. However, adjusiments to Con Gas'
jurisdictional rates to reflect the translerred
coss of the facilities would not be made until
Con Gas makes a general rate {Hing under
section 4 of the NGA.

Docket No. CPB6-454-000 (Columbia )

Pursuant o their Februnry 27, 1986
agreement, Columbia proposes to charge WGL
and BGEE & negouated rate of B.5 cents per
Dih for all quantities transparted during the
first ten years. For the eleventh year and cach
subsequent, year, rates would be negotiaied,
subject to Commission approval.

Faderal Guldeline:
sdural Energy ne.
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the Line No. PL-1 has been idle except {or
some Lrensporiation of gas by Cun LNG for
Columbia which ended in June of 1983

On November 9, 1982, Consalidated filed
in Docket No. CP23.75.000, an applicaiion to
abandon its one-half interest in the Cove Poimt
LNG facility and pipeline facilities between
Cove Poini and Londoun, Virginia, as weil as
the abandonment of Line No. PL.1. This
application was ames ded on November 1, 1985
to dejete Line No. PL. 1 from the abantionmeny
request, and was further amended on Aprit 10,
1986 to delete the Loudoun measuring station
from the shandorment request

Gas Supply

Co. Gas cxpects 1o have substantial excess
gas supglies for the foreseeable future. Exhibits
H and I .0 Con Gas' spplication in Docket No
CP83.756-000, ax w:li as gas supply and
requirements data filtd on February 25, 1980,
in Docke: No. €?86-343.000, show a
substantial surplus, (ven after supplies have
beer adjusted (o refli et the progosed sales w
BGAE and WGL.

Marhets

BG&E served £14.774 customers in
contract year 1985, 37 with Lotal requirements
of 1034236 MDuh. #3f the teial requirements,
53 pereent are -esidential and small
comnmercial requirerients sud 43 percent are
large rommercial and small and large
industrial requirem mts The remaining four
prrcent is for company ase and unaccounied
for and -.orage inpit. BGAE currently
purchases gas from Ceojumbia; however, since
1984 1t has supplemented this supply with gas
purchased directly {rom producers and
transported on an incerrupiible basis. On May
2. 1586, BGRE filed supply and market data
1n which BG&E projects that it will add 10,925
new customers during centract years 1986
through 1992 Approximately 99.7 percent of
these mew cusiomers are expected to be
residential anJs smail commercial cusiomers
BGRE also prejects that its peak day volumes
will increase trom 680 MDth in 1986 10 704
MBth in 1992, Nevertheless, BGEE prajects
that its total requirements will decrease
slightly on an annual basis from 105,287}
MDth in 1986 tu 1040498 MInb in 1992
Residenlial requirements are projecied to
increase by 906 MDth bewween 1986 and 1987
and decrease an everage of 222.6 MDuh each
year therealier theough 1992 Only small
commercial snd small industrial requiremenis
are exnected to substantially increase through
1992,

On an annua) and peak day basis, BGRE
anticipates cuttipg back on supphles from

FEAS fors

Columbia once the Con Gas Services are
authorized. BGEE stetes that approxaimately
$1 4 mlhon anpually could be saved in
demand charges by transiecring 60,000 Dth/d
from Colamb:a to Con Gas, with an additicral
$64 millitn 1n savipgs annually based In
cuitent tornmodity rates. BGRE believes [t
could rea'ize a net savings of $4.5 millicn per
year even alter peying $1.86 millon te
Columbia for transporietion.

WGL served 582,355 customers in 1985
with toial requirements of 114,521 MInh Of
these requirernents, approximately 68 percent
were far residential users. and 14 percent were
fur small cummercial customers, 14 percent
were for large commercial and small and large
mdusirial users, with the rematning Jour
percens for company use or unacrounted [ar
Qn May 2. 1986, WGL filed supply and
market date which indicates that WGL will
add 43.67] new cusiomers between 1986 and
1990, of whith approximately 43,560 mre
cxpected 1o be residueptial and smalil
commercial cuslomers.

WGL projecis its total requirements en
peak days 1o remein constant thropgh 1990
Although the Con Gas supply on a peak day is
not shown. WGL indicates that this supply
would be used to replace projecied peaking and
SioTage gas

On an annual basis, WGL projects its totsl
requirements to increase from 123,057 MDth
in 1986 to 132,481 MEth in 1990 Residential
requirements are projected to increase between
1986 and 1987 by 1,068 Mdth, and between
1989 apd 1990 by 128 MInh, but to decrease
between 1987 and 1989 WGL anticipates ail
ather customer classe: will increase in each
year between 1986 and 1990, with the
exceplivn of lsrge indusdal requiremems,
which are expected to decrease in 1990

Like BCGAE. WGL anticipates cutting
back on supplies from Columbia beginning 1n
1987, when service from Con Gas commentes
WGL states it could reduce its purchased gas
tosts by approximately $94 million per year
wath the advent of the Con Gas services

Facilities

No major additional facilities would be
nceded by Con Gas to perform the services
described in Docket Nos. CPB3.756-000, CPB5-
756.001, CPB6-208-G00 and CPB86-208-001, or
by Columbie for the services described in
Docket No. CPB6-454-000, in grder to provide
the proposed service to BGEE and WGL. Ton
Gas would have to replace ceriain companznls
of the mevering facilities and to install minor
yard piping 2t the Loudoun measuring stetion,
st u cost of approximately 500,006, Columbia

61,273

o}

UOIVIETAO Vi IINy
DV NV ST Jd1iis

CRIFAITI ANl
KIII¥3D QL 81 51111

NI

T TaW00 ANV FEvanD:

DIW L IVAL

,
¥

ST 4O SISHR0D UVINDAY @
[ £l

ASYD) V 40 NOLLOIKIOUd
I SIHL NO INTHVEY HIVADOLOPMIR]

L 8-C ¢ - L aassanoid qivd
*ONIHIVIDOION 804 SSHNT

-n20aq F1Id
Wi




f1e1 15 10 CORTTFY THAT T MICROPHOTOGRAH APPRARING ON THIS FIIM
GIRIP 1S AN ACCURATE AND COMPLETE REPRODUCTION OF A CASE FILE DOCU-
AT DELIVERED IN TIE REGULAR COURSE OF BUSINESS FOR PHOTOGRAPHITNG.

CAMERA nm,;w\'rmgaﬁgﬁag " DATE PROCESSED_*7- 2.3 £7

3o §.2580 Commission Opinions, Crders ond Notices 61,667

Environmental

The Environmenta!l Evalusuan Branch
(EEB) of the Commission's Office of Pipeline
and Producer Regulation (OPPR}Y issued an
environmental assessment (EA) for TETCO's
Penin-Jersey Pipeline Projezt on April 14, 1986
This EA relntes to the construction activities
that are proposed by TETCO in Docket No
CPB5-806-000 in this proceeding and in olher
proceedings in Dockel Nos. CP835-803-004,
CPB5.04-000, CPR5.803.000, CP85-46-000,
CPB6-82-300, and CPB4.429.013. TETCO
seeks authorization to construct during 1986
all of the facilities proposed in these seven
independent applicaticns. The environmensal
analysis of thesé applications was combined,
since most of the proposed facilities woult be
located in the same general geographic arca
including portions of Pennsvlvania and New
Jersey. The Commission’s s1aif has determined
in the EA that the project proposed by TETCO
in this proceeding in Dockel 2o, CPBE-806-000
does not constitute @ major Federal action
significantly affecting 1he quality of the
human environment and is othérwise
envirenmentally acceptable. Furthermare, Con
Gas® ané Columbia’s propesals in Docker Nos
CPB5-756-001 and CP86-4533.000, 1o make
related modifications of 1he existing measuring
station in Loudoun County, Vieginia, wouid
npy comstitute a major Federal action
significanily affecting the quahey of the
humen environtnent, since the facihues are
relatively minor. Cor LXG's and Con Gas’
related proposal in Dockes No. CPBEG-208-001
would not require any new facilities. Therelore,
no environmental impact would be nvolved
with Lhe upproval of that proposal

Copies of the EA were made avaifable to
the owners of homes that ppear to be located
within 50 feet of TETCO's proposed pipeline
Inoping. Copies of the assessment were alsg
made available to interested Federal, state,
county and local agencies, as well as others. Of
the timely comments received in response 10
the EA, anly the commenis of TETCO and the
Advisery Countil on Historic Preservation
(Advisory Council) pertain to TETCO's
proposat in Docket No. CP85-806-000 in this
proceeding. The Advisory Council states that
the measures proposed in the EA and by
TETCO in its application appear sdequate for
the identification and consideration of histeric
properties that may be affected by the project.
TETCO stater that it concurs with the
enviranmental conclusjons and
recommendations set forth in the EA regarding
its propasal in Docket No. CP85-806-000

The Commonwealth of Pernsylvanma,
Department of Environmental Services
(PDER) filed on Apnil 17, 1586, & request for

{E‘E& Reports

additional time beyond the April 30, 1986
deadiine to file commenis on the EA In a
notice daed May 3. 1986, the Secretary of th:
Commission extendea the time for filing of
comments by PDER 1a May 14, 1986. On June
30, 1984 comments ware received from the
FDER. The PDER steies that tie EA
adequately addresses its copcerns ane provides
additional information concerning the need for
care when crossing streams

TETCO's construction of pipeline koping
will oceur largely in cropland, pastuce or
woodland sreas. As soon as construciion is
completed. cropland and pasiure areas wall
reveri 1o their original vse However, one
segtnent of the pipeline looping will occur
within 50 feet of one knowr residente. To
reduce the impact of censtruction on this and
any other residence. we wall require TETCO w0
work within its propesed permanent rightsofl-
way near any residence where the proposed
permanen: right-of way would be within 50
fent of the residence.

In light of the above, and the specific
miligation measures proposed and agreed to by
TETCO. we conpclude thai upproval of
TETCO's application will not constitute a
major Federal actien signilicanily alfecting the
quality of the human environment.

IV. Discussion

Docker Nos. CP85-7:¢ 000 and -0C! (Con
Gas)

Con Gas' proposed sales 1o BGLXE and
WGL represent the introduction of B new
pipeline supplier Lo these 1wo distribution
companies. The purchase of gas from Con Gns
would provide boih with added flexibility in
managing their gas supply on a iong-1erm
basis, displace company produclion or pesk
shaving supplies, and reduce iheir purchased
cost of gas. BGAE apd WGL indicate 1hat
they cculd save approximately $4.5 million per
year and $9.4 miflion per vear, respectively, if
Coen Gas' proposed servite is autharized, by
reducing their purchases from Columbia.
Furth+s, Con Gas has adequate gas supplies 10
make the proposed salcs without detriment to
iLs existing tustomers. Con Gas' proposal is
unoppoted. We find that issuance of certificaie
authority for it is required by the public
convenience and necessity.

For its proposed sales service, Con Gas
proposes Lo charge & sales rate squal 10§15 sales
rate set forth in Rate Schedule RQ, which is
Con Cas' generally spplicable sales rate
schedule. Rate Schedule RQ is currently
comprised of a Demand component, =
Commodity component, and, during the
months November through March, a Winter
Requirements Quanlity compohient. The

61,273
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Demand and Winter Requirement Quantity
companents are based op the full daily level of
60000 Dth. For volumes putchased, BGLE
and WGL would pay the full commodity
compdnent - »te Schedule RQ

For volumes transported, Con Gas
ptopeses (hat BGLE and WGL pay the non-
gas portion of the Commodity compancht of
the RQ Rate Schedule, plus reimbursement for
{uel used and the GRI surcherge.

Rate Schedule RQ applies only 1o sales,
but Con Gas slso proposes 1o provide
transportalion service separate from sales
service and charge a transportztion rate
derived from the RQ sales rate Therefore, Con
Gas proposes to file special rate schedules that
would apply only Lo the propossd services for
BGLE and WGL. Houever, since we are
rejeciing, for the reasons discussed below, Con
Gas' propased transpartation service, it is not
necessary 1o allow Con Gas te lile special rate
schedules. Con Gas will be required to provide
the proposed sales service, which we are
approving, under Rate Schedule RQ. The
approved sales rate therefore will be the same
a5 the proposed sales rate, since it was based on
Rale Schedule RQ, and there is no reed for the
fiting of a speciat rate schedule.

We are rejecting Con Gay’ Lransporiation
proposal based on gur determination that it is
preferential and unduly discriminatory. BGE
and WGL essentially would be receiving two
services, sales and the option to have theit own
gas transporied at levels up 10 100 percem of
their respective MDQ on & firm basis, while
custamers purchasing gas under Rate Schedule
RQ would pay the same rates but receive only
sales service. Fusther, the proposed
transportation rate for tervice 10 BGAE and
WGL is insppropriate. By utilizing the non-gas
component of the sales rate, ihe proposed rate
would include production related casts thot
would be apprapriate in Con Gas' sales ratcs (o
BGEE end WGL bui not in Con Gas'
transpartation rates, since such costs are nat
incurred in providing transportation service.
In addition., the proposed transportation
service might result in cost shifting. Con Gas
would be required fo secure gas supplies
sufficient to meer BGAE's and WGL's full
contreci demands. To the extent these
customess opt to substitute transporiation
service for purchased volumes, gas acguivition
casts inturred by Con Gas 1o provide sales
service to BGRE and WGL ultimately might
be collecled from other saies customers under
Rate Schedule RQ For example, Lake-cr-pay
costs would be incurred on the basis of sales
chligations but collected on the basis of
purchased volumes.

161,273
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Morepver, it would be inappropriate io
permit such preference te BG&L and WGL at
this time, in view of the Stipulation and
Agreement that was filed by Con Gas on
February 10, 1986, in its rale proceeding in
Docket No RPE5.169.000, et al. The
Stipulation provides, inter alia, all of Con Gas’
rustomers the oppartunity fa tonvert ther
sales service to firm Lrensporiation service and
for Con Gas to provide stand-by sales service in
s non-discriminatory manner. Furthermare, if
the Stipulation and Agrecment is mpproved,
the terms thereo! would prevent the cost-
shifting that might resylt il the present
proposal were approved 1o allow BG&E and
WGL to convert sales service Lo Lransportation
service.

As @ related maiter, BUG expressed
concern regarding the waiver of the minimum
bill provision for WGL and BG&E, while BUG
is still subject 10 & miramum bill under Con
Gas' CD Rate Schadule. The Commission Is
currently considering in its proceeding in
Docket No. RPBS.169.000, er al, to whith
BUG is a party, whether Con Gas should be
required Lo reduce or eliminate its minimum
commodity bl requiremnents.

Docket No. CP35-806-000(TETCO}

TETCO's construction cnsts for its
propased facilities in Docket No CP85-806-000
will be reimbursed by Con Gas through
payment of @ maonthly demand charge and
excess charge bused upon TETCO's estimated
incremental cot of facilities. Con Gas will be
entitled te ihe incremental capacity on
TEFCO's system on & yeas-round basis

TETCO's propotal 1o recaver its mainline
transmissien [acilities costs incremenially by
use of a demand charge to anly BGAE and
WGL depants from the Commissien's usual
practice of requiring that such costs be tolled-
in by pipelines and recovered from all
customers In this instance, however, the
recovery of intremental costs from anly those
customers receiving the benefits of additional
firm service capacity is in the public interest,
because there is neither an adverse impact on
TETCO, nor on the rates snd charges paid by
.t other customers. In previous orders, 38 the
Commission has accepted TETCO'S praposed
methodology for Lthe determination of an
incrememal demand charge as an initial rate
with the condition that such accepiance should
not be construed as binding any parkies or the
Commission in any future rate proceeding The
certificate issued to TETCO in this proceeding
shall be subject to the same condition. In
addition, TETCO will be required to adjust the
cost parameters, such as rate of return, which

Fedaral Enargy Guidelines
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Since Con Gas willbe authorized to deliver
Dik/d 1o BGRE and
WGL eath, l_l;.erc is no need a1 this wme 10
: ir authorize TETCO to make any interruptible
TETCO proposts, if actual CORSLRUCHITR 00 ries over and above its 120,000 Dthsd
firm commirment. In view of our decisivn (o
Bili its authorize 'TE’I‘CO only to provide firm
CuSLOMErs Vo TECOvtr undercollections. We transporkalion Service °f_1‘2_°v000 Drh/d and
reject this proposal as i applies to recovery of COnStTuft only the facilities necessary 1o
underestimated costs. the imposition of a provide this presently contracied for {ivm
surcharge 1o recover the difference beiween  STIVICE. Con Ed's concern regarding the
costs recovered through an initial rate and the
sctunl costs of construction constitutes
impermissibie ratemaking 1 Therefore, il iL I8
T O's initia) vates be Decket Nos. CP86-208-000 and -001
revised because CO's aciual crnstruction .
costs exceed the estimated costs (these upon _Con LNG's propese” ghandenment of
swhich its initial rate is designed). TETCO will facilities, in¢loding Line No. PL-1, the one-half
not be allowed to recover the diflerence except interest in the Loudoun measuring Statian, and
related facilities, and Can Gas' proposed
. acquisition and operaticn of these facilities are
concern that TETCO's ather :ustomcrrsa::ﬁ[; ’éeézsgan,,:s ?\v‘gi{_‘“-rggfe Gg:i“si:l-’:l_,,“a::
d N 1
bear some of (he costs associated with the advaniegeously located with respect 10
gas for delivery of gas to BGRE and WGL for
. t cern 5 pedelivery into the Ballimore and Washingtos
{ TETCO's imcremental  area. Moteover, by using existing facilities,
be recovered from Cor  Con Gas is spared the substamiial cost af
TETCO  cprsirncting dupheative facilities Line Ne
he costs Pl has been emsentially idle since late 1980
Wwe [ind the authorizstions requesied are
required by the public conwenience und
necessary because they will return 10
imerruptible transpostation of additionaf  produstive use facilities that represent &
volumes, notwithstanding that Lhere is no investment of capital and

undeslie TETCO's prapesed initial ratss to
reflect the outcome of TETCO's pending rate  ho more than §0,000

proceeding in Docket No. RPBS-177-000

costs vary from the estimated ¢osLs vpat
515 proposed rate is based, 10 file revise:
and therealter refund pvercallections or

aecessary that TETC

on a prospective basis.
PECO, in #ts motian 1o intervene,

construstion 6f fecilities 10 Lransport
Con as. We find thal this con
upiustified, as all o
conseruction costs will
Gas. Thus, 1o other CusLOMETS of
would be required 1o bear any of t
associated with the projetl

TETCO proposes vo provide Can Gas with
firm t:ansportation of 206,000 Dth/d, and

" DATE PROCESSED_7-23- &7

; whith
d rates

is mool.

significant major u

asserance that BGAE and WGL will elecy 1o resQUILES,

increase their currert contractual c B el
: on Ed's and PSE&G's concerns as to
commitments Lo iake only 60,000 D lh;:c ;_a:ih; whether Can Gas® customers would. be asked to
* . ities  pear any portion of the acquired plant costs
for transparting the full 200620 Dih/d 0 @ have been satisfaceorily addressed by Can Gas.
4 omies of  (gn Gas' response 10 the Commussion's ¢ 1a
scale of the proposed single consLIUCLIOn  request dated May 2, 1986, indicates that ke
acquisition of these facilitizs will noi have 2
r WGL has given subsiantial rate impacl on Can Gas' customers.
¢Con Gas' existing customers are already
responsible for the cosis associated with the
s, except the related

TETCG argues 1hat constructing the
precemenl hasis eliminates the econ

PIOEIaMm.
Since neither BGAE no

assurance at this time that it will exercise the
oplion to increase its firm service from Can

Q0000 Dih/d, the public interest LNG project facilitse
return on eguity. through the munthly

minimum bill that Can Gas pays to Con LNG
Con Gas indicates thal the nat rate effect 10
Gas' acguisition of
<t snd their inclusion in its rate
pase will not be substantinl and that the
revenues expeeted from the propesed services
#d 1o render such
h/d unth.  services by a substantial margin. Fusther, in
respanse to Con Ed's and PSEAG's concerns
Con Gas has agreed o accept & ceriificate
conditicn that the costs associated with the
lities and additional

Gas w I

wolld not be <erved il the Commission were 10
sushorize TETCO to construct facifities w

ransport 270,000 Dih/d when a subsiantial
lities apparently will not be existing cusi-mers of Con

partien of such faci
used or use

Accordingly, TETCO's consiruction
wuthorization shali be restricted to the

facilities necessary 1o provide Cen
firtn transposislion of 120,000 It

such tme as FGAE or WGL commil 10 more

than 60,000 Dth/d 2ach Once the

commilments have veen made, Con Gas and
iy 1 the Commission for propused acquisition of {atil

uer additicnal looning  services will net be shil
custamers if vhe level of revenues shown in

61,273

TETCO may 2pp
authorization L@ consty
fecilities to increase capacity.

FERL Reports
cli-81

ful in the foreseeable fuinre these facilit.

Gas with  will exceed the COSLS requir

necessary

61,669

prigrity of the proposed interruptible
trapspertation service Lo be offered by TETCO

ted 10 Con Gas' ather
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Exhibit N is not realized from the asscciated
throughput. 8 As noted above, fcllowing this
agreement by Con Gas, PSE&G withdrew its
request for hearing in Docket No, CPBS-756-
000.

Docket No. CPR6-454.000 (Columbia)

Columbia’ proposal to transport 60,000
Dih/d on a firm basis for BGLE ind WGL
tach would eliminate the need for BGEE and
WGL to spend $23 miltion to construet and
operate facilities o receive gas directly from
Can Gas. Columbia’s proposed {irm service also.
would eliminate the need for Con Gas 10
expend an estimated $810,000 for facilities at
Dickerson, Maryland. The proposed
Lranspartation by Columbia is the resuli of an
agreement between WGL, BGRE, Con Gas and
Columbia, urder which Con Gas has agreed 10
deleteé the minimum bili provisions in as
uriginal application. This medification of the
propasal would enable Columbia to compele on
an equal footing with Con Ges for sales and
transporiation services {0 1hese markets.
Columbia’s negotiated rate of B.5 cents per
Dtk is intended to be a specin] rate for only
these proposed transactions. The propesed rate
would be filed as a rate schedule in Volume No.
2 of Columbia’s tariff.

DP&L. in ils motion to intervene, raised
toncerns as to the effecis Columbia's proposed
service and transportation rate, which is less
than its current transportation rates, might
bawve on the ress of Columbia’s system Transco
question.d whether the proeposed
transportation ;ete is cost justified or
otherwise compensatery to Columiia. Further,
Transco submitted that the propossd
negotiated rate departs {rom cost based
ratemaking principles that the Commission
generally applies in developing pipelines’ rates
for services (o their custamers.

We agree with Transco that Columbia's
precposal is inconsistent with cosl.based
rateanaking principles Morcover, the proposed
rate is especially inappropriate in the
circumstances of the present proceeding. The
reasvn for this is that Columbia recently
accepied a banket certificate under Order No.
436 ard is 1thus fully authorized 1o provide the
requesied transporiation service under either
the section 7(c) authorization of its blanke:
certificate or the self-implementing
authorization under NGPA section 311, The
flexible rate provisiens of Order No. -6
speatically allow pipelines to discount the
rates they charge down to the averape vatriable
costs properly allocated to the perticular
service. Under this provision, Columbia would
be able to charge the B.5 cents per Dth that it
has proposed—eaIthough it would not be able to
file & revised rate designed to recover revenue

161,273

lost as & r#sult of discucnting. Thus, under the

provision: of Qrder No 436, there is no doanger
of rross-subsidization. Such is not the case,
however, with specific applications under NGA
section 7(c). Selective discounting for
individual customers has nat been permitied in
those cases where the pipeline does now absorb
the risk of undercollection.

For these reazons, we find that it would
not serve the poblic intecest Lo approve
Columbia‘s spplication ir this docker.
However, this linding is without prejudice to
Columbia‘s providing service under the
authority currently availablt to it through
Order Nu. 436

The record in this proceeding includes all
evidence, includicg the applications and
exhibits thereto. submitted in support of the
authorizations sought herein, and -upen
consideration of the record,

The Commission orders:

(A) A certifsicave of public convenierce and
necesiay is issued awkorizing Con Gas 1o sell
to BG&E on a firm basis up to 60,000 Dih of
natusal gas per day.

{B) A certificate of public convenience and
neceisty is issued auchorizing Can Gas ro sell
e WGL on a fiem basis up to 60,000 Inh of
natura} gas per day.

(C) The certificates granted by
paragraphs (A) and (B) above are subject 1o
the condition that all sales services audhorized
therein shall be provided Fy Con Gas under
Rate Schedule RQ and subject to the
Commission’s determinations in the proceeding
ir Docker No. RP85.165-000, er al.

(B) A certificate of public convemence
and necessity is issued authorizing TETCO,
elfective April 1, 1987, to transpert ta Con Gas
on a firm basis up 10 120,000 Dth of natural
gas per day.

(E) A certificate of public conveniehee and
necessity i5 issued auntherizing TETCO 1o
construct and operate pipeline joops ard
additiong] facililies, as deseribed in TETCD's
filing of December 31, 1985, in Docket No
CPE5806-000, Lo trarsport 120,006 Dih of
natural gas per day 1o Con Gas.

(F) Con LNG ir authorized to abandon by
sale 1o Con Ges Line No. PL-! and related
facilities and Cen LNG's one-half interest in
Loudoun measuring station, as more fully
described in Con LNG's and Cen Gas'
application in Docker Nos. CPE6-208-000 and
-001.

{G) A certilicate of public convepience
and necersity is issued suthorizing Con Gas 1o
acquire and operate Line No. PLJ and related
facilities and Con LNG's ope-half interest in
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Loudoun measuring :i:tion, as maore fully
described in Con LNG's and Con Ges'
application in Docket Nos. CP86-208-000 and
001,

(H} Columbiz's application for
suthorization 1o transport on a firm basis up to
60,000 Dth/d each to BGHE and WGI., under
the conditions and terms seo forth in its
application, is denied.

(I) The certificates issued 1o Con Gas and
TETCO are conditionzd to require that each
pipeline file appropriate tarifl sheets and
service Agreements prior 1o commencing
service,

{J} The centificate issued herein 1o Con
Gas in Docket Nos. CP85.756-000 and -001 is
conditioned upon its compliante whh
paragraphs (a), {c¥3}, (e) and ([} of section
157 .20 of 1he Commission’s Regulations.

(K} The autherizations issued herein to
Con Gas and Con LGN in Docket Nos. CPB6-
208-000 apd -001 for their respectjve
arquisition and abandonment of facilities are
conditioned upon compliance by Con Gas and
Con LNG with Part 134 and section 157 20a),
(e}, (d), (¢) and (f) of th: Commntission's
Regulations. Con LNG shall noify the
Commission of the eflective date of the
abandonment within 10 days thereafter.

{L) The certificate issued to Con Gas is
subject 1o the condition that Con Gas may not
include in its rates to any customers ather than
BG&E and WGL any costs associaled with
facilities acquired from Con LNG pursuant to
the certificate issued herein, if the level of
revenues proposed in Exhibit N of Docket Nos.
CP86-208.000 and 001 is not realized.

(M) The certificate issued to TETCO
herein in Docket No. CP85-8D6-000 is
conditioned upon TETCO's compliance with
paragraphs (a), (¢}, (e), {f) and (g) of section
157 20 of the Commission’'s Regulations.

(N) The faciliies authorized herein 1o be
constructed by TETCQ shall be completed and
in actual operation within one year from the
date of issuance of this order.

«O} In the event that the actual cost of
constructing the facilities authorized herein
exceeds the estimated costs uvpon which
TETCO's initial rates are based, TETCO shali
not be permitied to assess a surcherge to
recover any undercoliections. However, as
TETCO has proposed in its application, te the
extent the cost-of-service assocluted with the
new facilities is aciually less than the costs
which underlie the propossd initial rotes,
TETCO will refund any overcollection, with
interest, as well as file reduced raes reflecting
the Jower actual cost of {acilities.

FERC Neports
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(P) TETCO shall adopt in its construction
procedures the mitigation measures described
in its applicavion, the conditions set jorth in
the EnvironmenL Assessment, and the
conditiots agreed 1o by TETCO in its fitings on
December 9, 1985 and May 15, 1985,

(Q) The motions of Columbia, MPC, the
Office of the Consumers’ Counsel of the Suate
of Ohio, and PaPUC to intervene in Docket
No. CP85-756-000, and the motions ef PaPUC,
the Public Service Commission of the State of
New York, and Natural to intervene in Dockel
No CPE5-805-000 are granted.

(R} TETCO shall work within its
permanent righi-of-way and not use any
wmporary righl-of-way near any residence at
any Jocation where the proposed permanent
right-of-wsy would be jocated within 50 feet of
an occupied residence.

— Footnotes —

3 The pro forma service agreement aitsched as
Exhitits H and I 1o Con Gay' application also
provides for interruptible transpentation 1o BGLE
and WGL, in excess of the MDQ levels, to be
vendered at the TI rate set forth in Con Gas® FERC
Gas Tariff, Original Valume No. 1. Con Gas does not
request autharizaticn for this interruptible
Lransportation service

2 TETCO's shrinkage is cuorrently stated as zema
percent in the sgreernent and is-subject to change.

¥ Lipe Mo. PL-1 consiits of 1098 miles of 3&inch
transmission pipeline with its southern terminus al
Loudoun 1n Lovdeun County, Virginia, and
continving northward through Monigomery,
Freuenck, and Washingion Counties, Maryland, ancd
Franklin and Huntingden Countizs. Pesnaylvanie, 10
its northern terminus st Perutack in Juntata County,
Pennsylvania

4 The other undivided one-hall interest in Lhis
facility is owned by Calumbia LNG Corporation, an
affiliate of Columbia, which will receive gas from Con
Gas ai the facility and transport it to BGLXE and
WGL

& Con Gas and Columbia have determined Lhat 11
wili be necessary io replace cenatn componen:s of the
meteri~g faclities and to insisil valves and minor
vard piping At the Loudeun measuring siation
Fowever, as described in their applications, these
replacements eould be made pursuant to sections
235a) and (b) of the Commission’s Regulaticas

ithout specific authorizani

* Timely, unopposed motions (o intervene are
granted by cperation of Bule 214 (18 CF.R

§385.214) of the Commission’s Ruics of Pracuice and
Precedure.

TId
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¥ Contract years for BGAE and WGL are from
" Naovember 1 of \he preceding year to Ociober 31 of
the designated year.
3% Ser orders issued in Dockes Nos. CP81-4-000
{14 FERC 161,263), CFS1-295.000 (16 FERC
161,053). CPA2.2000 (19 FERC {61,128y, CP85.
BO3.00C (35 FERC §6) £7%), CPBS-804-000 (35
FERC § 61.281), CP8S.805.000 (35 FERC ¥ ¢1,291),
and CPB6-46-000 (35 FERC T 61,295).

161,273

W A utily may nor ser yates {0 recoup past
losses. nor may the Compmission prescribe rates on
that principte. See City of Piqua v. FERC, 610 F,
2d 950 (B.C. Cir. 1979); and Distriges of
Masxachuserts Cosporstion, 33 FERC 161046

38 Ser Con Gus' filing dated May 13, 19856, .in
Docket Nos. CP83 286-000 and CPES-208.000.
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62 Lawrenceburg Gas Trapsmission

Corparation
£3. Process Gas Consumers Group, et al.

[161,112]

Consolidated Gas Transmission Corporation, Doclet Nos.
through -006;
Consolidated System L
Corporation, Docket
Texas Easterr, Transmission,
-005;
Columbia G
~005
Order Denying, in Part, and Granting, in Part, R
Extending Time for Accepting Certificate

(Iss_iued May 4, 1987)

sIndicates Intervenurs pratessinx the blanket
cectificate application

CP85-756-002

1

"

NG Company and Consolidated Gas Transmission

Nos. CP86-208-002 through -006;
Corporation, Docket Nos. CP85-806-001 through

as Transmission Corpcration, Docket Nos, CP86-454-001 through

equests for Rehearing, and

UALVHHAO Vi
NI OTUHATTAC AN Ny

VUMDV NV ST dluiy

1
2l

*
¥
:

Before Commissione
Charles G. Stalon,

Requests fur vehearing of ihe
Commission’s Seprember 12, 1986 order issued
in Docket No. CP85.756-000, et af, 36 FERC
§61,273, were filed by Consolidated Gas
Transmission Corporation (Con Gas),
Columbin Gus Transmission Corporation
(Columbiay, Baltimore Gas and Electric
Company {BG&E), Washington Gas Light
Company (WGLY, and the Maryland People's
Counsel {MPC). We are granting the requests
in part, and denying them in part We are
granting the reguest by Texas Eastern
Transmissiun  Corporatien {TETCO) for an
extension of time 10 accepl its certificate
granted by Lhe order.

I, Background
On August 2, 198%, Con Gas filed an
application in Docket Nu. CPB3-756:000
pursuant 1o section 7¢e) of the Natural Gas
Act (NGA) for authorrzation to seli for resale,
and/or transport on o firm basis, natural gas to
BGLE and WGL up to a Maximum Daily
Quantity (MDD of 60,000 Dth each. subject
ro 2 fifty percent minimum annual commodity
bill. * Con Gas propused to provide firm
transportation service, on any day when BGRE
and WGL purchased less than the MDQ, upto
the MDQ level with carresponding minimum
bill credits. The scrvice was proposed to
commence on April 1, 1987, and continue for &
term of twenty years ond year-lo-year
thereafter. Con Gas proposed 1o increase firm
service 10 BG&E and WGL, at their election,
to 100,000 Dth per day upon wrilten notijce to
Con Gas no ‘ater than December 31, 1990

Con Gas criginally proposed to bypass
Columbia’s facilities by constructing facilities

161,111

rs: Martha O. Hesse, Chairman; Anthony G. Sousa,
Charles A. Trabandt and C. M, Naeve.

that woutd permit dircct delivery of all gas to
non-jurisdictional facilities 1o be constructed
by BG&E and WGL Columbia protested the
application on the ground that the public
convenience and necessity required zhot
Columbia be permitted to provide that part of
the proposed service that would require the
construction of new facilities by Con Gas,
BG&E, and WGL.

Fotlawing execution of 2 letier agreement
amonyg Columbia and the original patties to the
service agreement, Con Gas filed, in Docket
No. CPB5-756-001, an amendment Lo ils
application to provide for delivery of all gas to
Columblz for redelivery to BGXE ard WGL.
On April 17, 1986, Columbia filed an
application in Docket No CP86-454.000 for =
certificate to reccive gas from Can Gas at their
existing interconnection, and redeliver 1o
BG&E and WGL at their existing
interconnections, 60,000 Dih of gas per day on
s fism basts and additional volumes on an
interreptible basis. Calumbia further agreed to
provide additiopal firm tratisportation service
of up te 100,000 Dth per day, subject 1o
Commission - uthorization, il either or bath
BGRE and WGL elected <0 increase their firm

gerviee from Con Gas

The revised proposal, inciuding Columbia’s
participation, eliminated the need for Con Gas
to copstruct a tap and other facilities st
Dickerson, Maryland and for BGZE and WGL
to construct pipeline facilities Lo connect their
systems with Con Gas. Under the new
{roposal, no additional jurisdictional facilities
would be constructed by Con Gas er Columbia
in order 1o provide the service. 2 In addition,
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Con Gas agreed, as pgypg significant]y Ereater construction goses to Joop
Proposal, iv i T ¥

5 system. We declined ta do so,
there was py assurance that both
WGL  would rlect to increase

Becar # the Propoased type of service would

- be availale -niy 10 BGLE ang WGL. Con Gas

In its Qrigingl and amended applications, Proposed to §'a Special rate schedujas. The

Con Gas Pioposed 10 provide & portion of the Propased spey faf ga)eq Tate schedule provided

transportation Line Ng. PL-1, for a sales T8Le eyl 1 (ke sales rate undey
Con Gas' exisi,

L IMLL AT QL S8 st

N
I AN
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HIVUNOOV NV ST 1ty

* Ppropussl (g provide
transportation Service, we found that there was
no need for Cop (zg 10 file a specia} sales rate
schedule and required thay oy Gas provide
the sales seryce under Rate Schedyls RQ. We
mode Lhe salps j
determinations in

YOLYEITd0 i

application, include among the facilities 1
be sold, Con LN G undivided one-ajf interest
ir the Loudoyn Teasurin ion i

Virginia. ¥ gy ‘oL Hi Order N/

10 HLL NI (RE

,.

and conditions foy
0. 436 transportation by Con Gas. -

B Con Gas’ Proposed Transportation Service
$37,315,905, We denied Con Gas’ propass? to provide,
all facifities to be transferred, al BGYE's and WGl artion, firm
Iransportation service in liey of sales service,
he proposat provided, in effec, for firm
Lransporiating with siand-by sales
schedules thay would
&E and WGL. We
uermin:té thal the Proposaf unduly
T : B o discriminate agmnst Con Gay' existing salpy
irm tas [ ) :
imerco;ne:llion 1,"!1 Line No PL.1 i ;Lnl';':f Customeis, since they would not be elgible for
County. Pennsyhvania. Since Cop Gas the proposed service
10 increase deliveries 10 BG&E ang WGL ;g We further determined that the proposed
100,000 Dk ¥ each, aL their eleeripn, special rate for 1y
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Poriation service,
hat the propgsed
iransporiation service mighs result in cost.
shifting, because Con Gas woulg be required 10
maintajn gag supblies sufficien, L6 mept
. . BG&E" apg WGL's syn; Contract saleg
1. The Commmlon-Order demands, eyven if they elected 1o substitule
transportation serviee for sales service
A. Con Gas' Proposed Sates Serviee po

we noted the Commission's

The Commission's arder granted Con Gag i ew of the Stipulation gnd
authority (o sell up to 60,900 Dih of natura) d by Con Gay on February 10,
Bas per day 1o BGAE apg WGL on 2 firy I the ssttlemeng proceeding in Doeker
basis, Neo. RP85.165." - £ a1, 10 resolve the terms
and conditions an which Con Gas will provide

Order Ne. 436 [FERC Statures apg

Regulat) ons, Reguiztions Freambies 1 B2 1085

T 30.665] LT&NSportati.n. Thyg tettlemeny

AEreement provides, inter alig af] of Con Gay'

761,112
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sales customers the opportunity to cenverl
their sales service to firm transpartation
service and for Con Gas to provide stand.by
sales service in a non-discriminatory manner,
We concluded that the sertlement agreement,
if approved, would permit service 16 BGE&E
and WGL essentially the same as that
proposed in this proceeding, but without
creating the potential for cost-shifting. If we
approved Con Gas® proposal in this proceeding
bur ad not approve the settlement, o the
sertlement was approved subject to conditions
unacceplable to Con Gas, only BG&E and
WGL would be entitled to the type of service
contemplated in the settlement agreement for
all of Con Gas' sales customers

C. Con Gas” Aequisition of Facilities

The order authorized Con LNG's proposed
asbandenment of Line No. PL.I and refated
{acilities and iws interesy in the Loudoun
merering station by sale to Con Gas. The
autharization was granted on the condition
that Con Cas’ acquisition casts not be shifted
to custotners other than BG&XE and WGL if
less than the anticipated level of revenues, as
reflesied in Exhibit N of Con Gas' application,
is reahzed

D.TETCO's Construction and Transpertation

The order granted TETCO a -ervificate for
construction limited to those facilities
necessary 1o transport 120,000 Dih per day for
Con Gas on a firm basis. As stated zbove,
TETCO's certificate was limited to
.cansporting 120,000 Dih of natural gas per
day for Con Gas since there is no assurance
itkat BGAE and WGL both weuld elect to
increas: Lheir firm service MDQ with Con Gas
from 60000 Dih toe 100,500 Dih The
coniruction restriction rendered moot
TETCO's request 1o transport volumes in
excess of 200,000 Dth per day on an
interruptible basis.

E. Columbin’s Application

We denied Columbaa’s applicatlon for ap
NIA section 7(c) certificate to redeliver gas
from Con Gas to BG&E and WGL. We
determined that Celumbia’s propused special
rote for the service, 8.5 cents per Dth, was
fower than Celumbia®s current transportaticon
rates, was inconsisteni with cost-based
ratemaking principles, and might resull in
shifting costs to other cusiomers. We noted,
hewever, that the proposed discount rate was
within the range of permissible rates unter
Columbiz's effective rate sthedule for
transportztion under Order Wo 436 Further,
the terms ol Order No. 436 would prevent
Columbia from shifting to its other customers
costs of service that might not be recovered by

761,112

the proposed discount rate for BGAE and
WGL. In view of these considerations, we
determined that Columbin's proposed serviee
would be in the public convenience and
necessity only if provided under its Order No.
436 blanker certificate and therefore denied
Columbia’s application for a case-specific NGA
section 7(c) certificate.

I11. Requests for Rehearing

A. Denial of Con Gas' Transpartation Proposal

Con Gos, BGKE, WGL, and MPC request
rehearing of our decision to deny authorization
for Con Gas’ proposed transportation service
for BGXE and WGL. The petitioners asssrt
that the Commission erred in concluding that
the proposal was unduly discriminavory
because the propased firm transportation with
stand-by sales service wou'd b- available only
w0 BG&E and WGL. Con Gas argues that the
proposal iz not wnduly discrimnatory because
its. other sales customers that pay the same
rate receive service of equal value, even thiough
they would not be eligible far the type of
service available o0 BGAE and WGL under
the propesed special rate schedules

The peiitioners cite our spproval in
Nyvember 1984 of «pecial rate schedules
providing for memberz of the CONTEAL
custamer group, bul not other pariial
requiremenis customers, to receive partial
requiremenis service at the tame rate paid by
fuil reguirements customers under Rate
Schedule RQ. ¢ They assert that this order
supports acceplance of ihe pr-posed special
rte schedules for BGRE and WGL. They
argue further that sur accepiance of currently
effeciive Raue Schedules CD apd RQ, under
whith pertial and full requirements customers
pay Lhe sac-e pate, demonstrates that one rate
may be pppropriate for different services

Fae petitioners’ arguments miss the point
Qrr primary objoction o the proposed
iranspostation service was wc1 based on the
proposed rate Rather, the objection was that
the proposed special rate schedules would be
evailahle only t¢ BGLXE and WOL and,
therefore. only they would have the option of
substituting firm transportation service fur
firm sales service and be entitled to stand-hy
sales service. Accordingly, we found that the
proposed rate schedulps were not necessary.
since we were denyirg Lransportadion autharity
and the proposed special sales rave schedule
provided for the same rate os Rate Schedule
RQ '

Further, the petitioners’ position is pot
supparted by our approval in the cited ordefof
pariial requirements sales service v Con Gas
far the CONTEAL customer group under

Federal Energy Guldelines
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specigh rale scheduies applicable onky 10 these
custamers. In that proceeding, we required Con
Gas 10 file, by a cerwain date, iy currenty
effective Rate Schedule CD to make ihe
special service terms available to all parial
requUiretments cus omers &

The petitioners assert that we have taken
the view that any differentes in the kinds of
services offered to different customers is
preferentia) and wnduly discriminatory. They
nlso assert that the absence af protest in this
nroceeding by any of Con Gas® existing
customers indicates that the proposal is not
discriminainry. Both of these assertions are
incorrect, in siew of the nature of the
proceeding in Docket ln. RP85.169-004, et ai,,
to establish the rates, ternc, and corditions
under which Con Gas will trapsport under
Order Np. 436, A continuing central issur in
that proceeding is the extent 10 which existing
sales cusiomers will be allowed w canveri to
transpurieLen service with stand-by sales
service. % In anv event, 1L is gur Statunary
responsibii;ty under the Matural Gas Act to
ensure that Con Gas' practices are not unduly
iscriminatory, segardiess of the absence of
an, filed objections by Cuyn Gas' customers in
this particular proceeding 7

Tn sum, we sec no justtiicaton for Con Gas
1o offer firm wransportation with stund-by sales
service o BGRL and WGL but not 1o other
timilaiIv situated costomes:.

Further, we find ne. merit in BGEE's anu
WGL's argument 'hat they shuold not he
viewed as similarly sioaterd with Con Gas
existing sales customers. Beoause it was on its
exicuing customer's behalf ther Con Gas
eniered into fong-term supgily contracts, BGAE
and WGL argue that ihev should rm e
dr  ed in receiving transpertation and swwnd-
b 2ies sercice while existing ¢ustomers
purade s @ service in Con Gas' pending Order
Nu. 4 sevilement procreding. We do not
agree t o the existing rustomers’ reliance
kereigfore on Con (3as” systems supply justifies
approving fum trasnporiation serviee with
stand-by sales service chat would be available
only o BG&E and WGL & Furthermore, the
sales service thot Con Ga. will provide to
BG&E and WGL bear. Lthe same
characteristic - as oiher sales sumviee providd
by Con Gas: the gas soid to BGAE znd WGL
will come from Con Gas' system supply, BGEI:
and WGIL, will receive *he gas inwo their sy;iem
suppiies: Con Gas wii! {ranspurt thr gas
throuph it existing transmission sysiem and
Line No. FL-1, which ©£an Gas interds tu
integraie into its transmission svstem and
which has been utilized heretofure v Letng gas
tnto Con Gas' general system supply

£ERG Rapors

We do wor agree with the petitioners'
assertion that our dunial of the transporia..n»
propasal penalizes Con Gas for having applied
for a blanket certificate. Nor s our action
inconsistent with cur assurance in Order Ma
436 that case-specific transportation
certificates will continue to be avajlable
through the traditional application process for
pipelines that do not choose to operate tnder
Order No. 436 Individual transporiation
certificales ore available, # the applicany
proposes o provide the service under an
appropriate transporiation raie schedule,
whith Con Gas did not de Furthermore.
regardless of wheliler o pipeline fransports
under Qrder No. 436, the manner in which
Lransporralivn  services are made avatlahle
may pot be unduly discyrminatory. Con Gas’
proposai fails to meet rat criiernion.

Further, we ar. nut prrsoaded by
petitioners argument that the proposed = rvice
creates nn potents: for cost-shifting and
actoaily would benefit Con oas® ather
cuslomer: by increasing throughput aaed
spreading fixed costs over greater sale: and
transportation volumes. The petitioners asserl
that no cost-shifting would occur beeause Cor
Gas antivipates bavipg excess supplies for the
faresteable future.

Even if we assume tha Con Gas' supply
surplus will cantinue, such an sssumption dovs
not demonsirate that no cost-shiffing would
resuft from the proposed tramsportation
service. Since the proposal would alvy BGEF
and WGL 1o swilch Io tiansportation servicy
with stand-by sales service, Con Gas would L+
required 10 maintain supply remmitmenis
sufficient to meer BG&E's and WGL's full
MDQs with no assurance that they would 1ake
chose volurtes. Thus, we would be reducing
Con Gas' ability ard incentive o renegotiste
its contracts o teing dls supply situation in
tine with its recsonably foresecable
reguirements This could cizult 1n increased
takewir gay and other gas costs.

The petitioners argur ihalt Lhe
transportative service would heip divensidy
BG&E’s and WGL’s supply sources and
enhance competition for their markets We aiso
must consider, htwever, the snlr-competitive
impacts of allowing Con Gas (o provide bG&E.
and WGL 8 type of service pot avaitable to
similarly situated custome:: Furihermore,
since the possible benefits of the proposed
service to Con Gas' non-eligible customers are
highly specclative, thuse potential sysism-wide
henefits do net justily the restriction of the
nroposed  wransporiation and stand-by sales
scevice to BGRE and WGL. ¢

761,112
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Finally, we find that approval of the
flexibility provided by Lhe proposed
transporiation service would be inconsistent
with our decision generally to deny flexible
receipt point authority when granting case-
specific seetion 7ic) transpartation certificates
10 Con Gas ond the ciher participanis have rot
identified ti.e sources and receipt paints of gas
that BGAE and WOL might purchase and
have transported under the proposed
arrangement Therefore, 1he proposal is more
appropristely implemented under blanket
certificate authority.

B. Con Gas’ Proposed Increase in Service

MPC requests re'.eating of cur decision to
deny Can Gas authority te increase firm sales
and/or Lransportation service to BG&E and
WGL, at their election, from 60,000 Dih per
day to 100.000 Dth per day. As discussed
above, we are affirming cur decisien to deny
transportation authority because that aspect of
the proposal is upduly discriminatory. We will
nat grant autkority for Con Gas to increase its
firm sales service, since ad”  3Inal service by
Con Gas would require great . construction by
TETCO. Capacity greater than that already
authorized may nut be needed. since there is no
assurance that either BGEE or WGL would
meke an clection 10 increase safes service. In
view of these uncertainties, the cconomy of
scale stressed by MPC well might prove to be
false economy We note (hat neither TETCO
nor «ny of the other pariies requested
rehearing on this pssue.

C. Con Gas’ Sales Rate

We conditioned Cop Gas' [irm sales
authority on Con Gas® charging BGRE and
WGL the applicable rate under Rate Schedule
R(Q). We imposed this condition because the
proposed special rate for sales service was the
same as the RQ rate and the filing of special
rate schedules available only to BG&E and
WL was unnecessary since we denied the
propased transportation service.

‘The petitioners request that, in Lhe event
we affirm our decision to deny transpoertation
authority, we modify our crder te provide for
sales service under Rate Schedule CD. Rate
Schedule CD is applicable to customers seeking
contract demand service accounting for less
than fifty percent of thea gos requiremenis.
Rate Schedule RQ is npplicable o full
requirements cus10mers.

The petitioners are correct that Con Gas'
sales service should be provided under Rate
Schedule CD, subject ta our [inal
determinations in Con Gns' rate proceeding in
Docker Ne. RP85-160.000, ¢r al We will
amend the order accordingly

161,112

. Con Gas' Acquired Facilities Costs

Our order authorized Con LNG o
abandon, by sale to Cor Gas, Line No. PL-}
and related facilities and Con LNG's one-hali
tnterest in the Loudoun metering station The
wransfer of facilities was approved on the
condition that Con Gas net include in is rates
to any cusiomers except BG&E and WG any
costs assaciated with the facilities, if Con Gas
does not realize the anticipated level of
revenues as reflected in Exhibit N 1o Con Gas’
and Con LNG s joint application in Docket No.
CP86-208.001.

The petitioners request that we modily the
order to allow Con Gas to include costs
associated with the acquired facilities in the
rates paid by any customers that are served
from the facilities or benefit frem Con Gas’ use
of the facilities.

We will grant the request, in part, to allow
the facilities’ costs Lo be included in the rates
paid by custumers that are acwually served
from the facilities. However, whether the
{acilities ultimately will provide any
significant benefit 10 Con Gas' customers that
are not served directly from the facilities
cannot be determined at this point, and it s
therefore appropriate La defer that issue untila
future rate proceeding.

E. Columbiz's Transpertation Authority and
Rare

The petitioners request rehearing of our
decision to deny Columbta s case-specific
section 7ic) certificate authorizing Columbia
to provide its portion of the trapsporiation at g
discount rate of B.5 cents per Dth

“The petisioners argue, contrary lo our
tinding, that the proposed discount rate is cost-
based and spproprinte, because the propused
service is essentially a short-haul delivery
service by Columbia threugh existing
wransmission factlities (o existing customers.
We disagree. Because the proposed discount
rate is within the range of permissible rates
accepted for Order No. 436 transportation by
Columbia, we determined that the vate, though
not fully cosi-based. was compensatory and
appropriate for transportation provided under
Order No. 436, which prevents parlicpiting
pipelines that choose to charge discount rates
from later shifting to other tustomers any
unrecovered costs of service. To be fully cost-
based, including return on equity and all other
costs of service, the rate would have to be
equal to the maximum permissible rate for
Cirder No 436 transportation Furthermore,
while the transponstion may be short-houl
delivery service, Columbia has not propoesed to
charge its generally appheable rate for much
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service bul instead has proposed a discount
rate.

In view of our determination that the
thseount rate would be unduly discriminatory
and create the potential for costshifting if
allowed under an individual section 2(c)
certificate, we cannot, as suggested by the
petitioners, grant Columbiz a certificate
allowing the proposed discount rate simply
because i1 was arrived al through settlement
negotiations among the contracting parties.
Nor does the fact Lhat the proposed rate was
arrived st through negotiation justify granting
the petitioners' alternative request for
clarification that we will presume Calumhbia’s
propes 1 discount rate to be zppropriawe for
the durction of the service arrangement, if
Columbia transports under its blanket
certificate.

The petitioners argue that the requested
clatification is necessary and appropriate to
shield Columbia against possible complainis
that it discriminated against other customers
by offering the discount t¢ BGRE and WGL.
They zlso assert that the reguesied
clarification is appropriate to ensure that the
rate paid by BGHE and WGL will not increase
as the result of future rate proceedings on
Columbia's Order No 436 transportation rates.
While the proposed rate is within the range of
Columbia's currently elfective Order Nou. 430
transportation rales, we cannol presume that
Columhia wouldd be justified in relusing 1o
provide service n4 the same rate to anaher
shipper or that (he rate paid by BG&E aud
WGL should remain unchanged if Columbia's
Qrder No. 436 transportation rates change.

F. Request for Clanification

In the even: we affirm our decision w
deny Con Gas' proposal to provide
transportation and stand-by sales service for
BG&E and WGL, Con Gas requests
clarification that BGLE and WGL would be
cligihle for the transportation sctvice and
stand-by sales service provided for under the
terms of Con Gas' Order No. 436 settlement
agreement in Docket No. RPE5.169-000, et 2/

Con Gas’ Order No. 436 seutlement
agreement, which has been approved subjec) to
conditions, is pending rehearing. 11 Assuming
Con Gas ultimately commences transportation
under Grder No. 436, BGAE and WGL would
be eligible for trunsportation service and
standby sales service under the terms of the
s:ttlement agreement, if capacily exists at the
time they are next in line for transportation
service under the tirst-come, first-served
requitement of Order No 4346

FERC ris
08558 Repo

IV, Columbia’s Application in Docket No.
CP87-29-000

Columbia’s rehearing request states
Columbis's intent to file an application
competitive with the propesal in this
proceeding i on rehearing we do not grant
Columbia a section 7(c} certificate allowing itx
proposed discount rate or, alternatively, clarily
that we will presume the propoesed discount
raie to be appronriate for the duration of the
service arrangement, if Columbia rransports
under its blanket certificate

Columbia Nled its apphcation on Gctober
16, 1986 in Docket No. CPB7.29:000 for a
section 7{c} certificate (0 transpert gas for
BG&E and WGI. Columbia proposes to
receive gas from Con Gas or other unspecified
suppliers with which 1t kas existing
interconnections and to transpor: the gas to
BGXE and WGL at their existing
interconnections. Columbia proposes to file a
special rate schedule, applicable only ta BGAE
and WGL, that provides for a rate equal to
Columbia's rate under Rate Scheduls FTS for
firm transportation service under Order No.
436.

Columbia asserts that it is ertitled to an
Ashbackertype comparative hearing 12 on its
applieation in Docket No. CP87.29.000 prior
e issuance of an ordér denying its rehearing
request and clarification request, betause its
new proposal in Deckes Ne (PBE7.29.000
would prevent the acquisition 2nd ¢onstruction
of unnecessary facilities by Con Gas, BGXE,
and WGL,

The Ashbacker doctrine applies when
contemporancoys, thdtually exclusive
applications exist. However, there are no
competing applications before us, While
Columbia appears to believe that our denial of
its rehearing reguest would allow Con Gas 1o
provide service directly to BGRE and WL,
the certificatps granted by aur September 12,
198G order provide only for the service
described in the applicatiens as conditioned by
our order, which is delivery te Columbia for
redelivery by Coiumbia under its blanke:
certificate to BGEE and WGL. Con Gas would
be in violation of the terms of \ts certificate if
it proceeded 10 provide servire 10 BGEXE and
WGL without Columbia®s participation. Thus,
the existing applications in this prixeeding do
nnt compete with Columkia's application in
Docket No. CP87-29.000. Con Gas, of course,
may amend its application or file a new
application for autherization to transport
directly te BGAE and WGL, and for any
construction necessay to provide dir_ec:

161,112
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service. Depending on the terms and conditions
of any such proposed service, ur approval
would noi necessarily preclude Calumbia from
also providing transportation service for BGLE
and WGL. In such instances, we have
determined ihat proposals are not mulyally
exclusive ond that the Ashbacker doctrine
therefore does not apply. 14

In view of the above considerations, it is
riot necessary that we consider Celumbia’s
application in Docket No. CPB7-29.000 on iLs
merits or conduct an Ashbackertype aearing
‘prior ta denying Columbia’s requesis for
rehearing and clarification in this proceedivg.

V. TETCO'S Request for an Extension of
Time

Pursusnt to section 137.20() of the
Commission's Regulations, o certificate must
be accepted within thirty days after issuance,
unless the grantee of the certificate files o
timely request for rehearing TETCO did noy
request rehearing of qur September 12, 1986
arder granting its cerlificate. However, on
October 14, 1986, pursuant to Procedural Rule
2008 (18 C.F.R. §385.2008), TETCQ filed a
request for an extension of time, until thirly
days after issuance of an arder on rehearing, o
accep? its cerntificate and pay any required
fees. Since the other parties 1o the supply
arrangement requested rehearing, we find that
TETCO' delay in accepting its certificate is
justified Therefore, we will grant TETCO's
Tequesl

The Commission orders

A} The certificate granted to Con Gas by
our September 12, 1986 order in Docket Nos.
CP85.756-000 and (001 is amended 1o reguite
that all sales services authorized therein shafl
be provided by Con Gas under Rate Schedule
CD. rubject to our determinantans in Docket
Nc. RP85-169-000, et al.

(B The certificate granied 1o Con Gas by
aur September 12, 1986 order in Docket Nos,
CP86-208-000 and -001 is amended to allow
costs associsted with Con Gas' acquisition and
operation of Line No. PL-1 and related
facilities and Con LNG's one-kalf interest in
the Loudoun metering station to be included in
Con Gas' rates 10 BG&E and WGL and other
customers served from those [acilities

¢y TETCQ is granted an extension of
time until thiriv days after issuance of this
order to accepl its certificate granted by our
Seprember 12, 1986 order in Docket No. CPg5-
B06-000G.

(DY) Excepl as provided above, all terms
and conditions of our September 12, 1986 order
in Docket No, CP8S.756-000, et al, remain in
effect

161,112

— Footnotes —

t The pro forma service sgreemenis atisched as
Exhibits H st:d 1 10 Con Gas' applitation also provide
far interruphble trensportation to BGYE snd WGL
in #xcess of the MDQ levels. Con Gas, however. did
not specilically request authorszatian for
Interruptible (ransporiation service

2 Con Gas and Columbia have determined that it
will be necessary 10 peplace cerlain componenss of the
metering facilities and to install values and minar
yard piping a1 the measuring station where Columb:a
will recesve the gas. However, as desenbed (n thelt
applications, these replacements could be made
pursuamt to sectione 2.55ia} and by ef the
Commussion’s Regulntions without specific
authorization

¥ “The other one-half nterest in this freility s
awned by Columbia LNG Corperation, an afhiliate of
Cplumbia

4 See 27 FERC S 61426 (1984)
8 Ser 33 FERC T 61475 (19851

2 S¢e Consolidated Gas Transmission
Corporation, Order Approving Comested Oller of
chgemrm Subject 19 Conduions. 38 FERC ©61,150
{19871

7 See, e g. Seemic Hudson Preservation
Conference v F PC. 354 F2d 608, 620 t2nd Cur
1963, where the court nated

In tHis case, as in many others. the Contmisston
claimed ¢ be the represeptause of the publc
rnkepest. This pole does nol persiit v 10 act o5 an
umpite blandly cailing balls and stkes {or
adversaties appearing before it. the nght of the
public fust receive actve and affirmanive
protection a1 the hands of the Commessian.

1 We note i this regard thet Con Gay Order No
436 sertlerment agreement provides for £ exisng
{irm sales cusinmers Lo convert Lo firm franyporiation
service with stand-by sales service. Can Gas. owever.
has fecrined o sceept s blanket certificate aranted
by wur Fehruary 13, 1987 order, supra aoie 6, and has
requested reheaning of our condition that Con Gas
aliow is sales cusiomers the option of waiving coriaue:
tights upder the setslement sgreement in favor of
exercrsing their contract reducticn and transporiation
conversion rights 8y vullined v section 284 10 of
Order No 436 Ser Con Gas reguest for reheanng
filed gn March 13, 1987 in Docker No RPAR.169-009.
et al

* Limitag the svailabjluy of the proposed
service 1o BGAE and WGL is skin 10 the andue
discngminaton found by the court in the Marvland
Prople's Counsel cuses Matyland People's Counsel «
FERC, 761 F2d 768 (DC. Cir 1983% Marvland
People's Counsel v FERC.. 761 F.2d 7B0MB.C Crr
(19851, and Maryland People's Counsel v FER.C.
758 F 2d 450 t1985). In those cases, the court held
that the limitations on access o Lransparcalon undes
blanke: certificates and special markeling programs
were unduly diseriminaiory 1n vien of the speculative
nalure of pessible benefis 1o naneligible shippers shsy
might be sealized from inereased shroughpul

18 Sep Southern Natural Gas Canpany, et al, 36
FERC ® 61,275 419861

11 Ser sypranoieso and B
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Consolidated Gas Transmission Corporation, Docket Nos, CPB5-756-002

whrough 006;

Consolidated System LNG Company and Censolidated Gas Transmission
Coiporation, Docket Nos, CP86-208-002 through 006;
‘Fexas Eastern Transmission Corporation, Docket Nos. CP’85-806-07" through

005,

Columbia Gas Transmission Corporation, Docket Nos. CPB6-454-001 through

105
Qrder on Request for Clarification

(Issued June 3, 1987)

Before Commissioners: Martha O. Hesse, Chairman; Anthony G. Sousa,
Charles G. Stalon, Chatrles A. Trabandt and C. M. Naeve.

On Moy 15, 1987, Columbia Gas
Transmission Cerporation (Columbiay filed a
request for expedited  clarificatiuvn of the
Commission's arder on rehearing issued on
Mav 4. 1987 in Docket No CPBA-ZRE-002, £t
al, 39 FERC f61.112

The May 4, 1987 arder on rchearipg
alfirmed the Commussion's decision 1 to deny
Columbia’s request for an individual certificate
vnder section Fict of the Nutural Gas Act o
provide trapsportation service for Baltimore
Gas and Elecirie Cumpapy 1BGREY and
Washington Gas Light Cumjpany (WLt at a
diseount rate of &5 ceats per Ikh We
determined that the projused transportation
service, if readered at a discount rate, would he
required by the public convedience and
necessity only i provided wnder Columbia's
Grder Noo 135 Planker certificare the erms of
which would prevent Columbia from shifting to
its ather custumers custs of service that might
fut 1o recovered by the discount rare.

Columbia requests elarificazion that n
Columbia's future rate procerdings we will not
automatically impute 1 maximum
transpurtation rate for the <erviee 10 BGAE
and WGL and reguire Columbia 1o absarb any
costs that are net reeovered by the disenuit
rate W deny the requ ded clarihcation
Section 2B4F of vur regalations reguires that
prpehines transporting under Order Moo 436
establish minlimum and maximum
transportation fates and thar the maximem
raty must br hased un the fully allocated costs
of providing servive 2 To prevent cryss-
subsidizaliutr of discouni rates, the rate
conditions of Order No 436 are designed
that o pipehine will not recover all of s
allocaied costs 3 it does nut sell at the
maximum rate it toral preected units of
servire ¥ 1 g pipeline selechively discounts its

FERC Reports
037 47

rates, seciron 284 FedWSwisy profibits the
pipeline from Diling a revised or new rate to
recover costs not recoviered by the discount
rates. And, as stated in Grder Mo 430, "[tlhe
discount, howev r, does nat mean any
customer pavs a hugher unit rate Vo make up
the diffepenze Detween the costs actually
tecgvered and those that would have been
retuvered f the pipeline coofd have charged
the ceiling price This difference in costs comes
out o the sharehalders” pockets if there s any
underfecovery 4

Columbia alse requests clarification that it
will not he required aptematicaily 1o offer
other shippers a discouni ransportation rate
similar to that offcred to BGRE and WGL. We
prant Colombia's reguest, Order No. 436 dues
rot teguire a pipeline that seleetively
e enynte e rates for some rustomers fo of o
the same tdjsceunt o other shinpers. (3
drtermined that such a requirement +as not
neeessary hecause the rane canditions of Order
o 430 put pipclines at risk for any diseounts
heloy their maximum rates We concluded that
this vondition would ensure that pipelines will
always serk to charge the ceiling rate in arder
to maxitaize profits and will anly diseouns
when noevessiry e ohtain a corteact 1o provide
survice iat otherwise wouk? be Tost. Thus, we
folt confident that tweo customers similatly
situated with respeet 1o their competitive
venditions—if, for exampl, both can switch to
Na 6 residual fuel «il or both can switch 1o a
competiter pipeline offtring a lower rate-—can
he oxpecesd v. receive similar treatment from
the pipeline ¥ However to ensure that
pipelines do not wnduly diseriminate in
offering discount rates, we ncluded a
reguisement in section 284 FediSiivy that o
pirchne file its sefective discounts and
provided a comyplaint mechanisin in section

1 61,259
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2 Se¢ Hegulation of Natural Gas Pipelines After
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