Cited as"1 ERA Para. 70,539"
Boundary Gas, Inc. (ERA Docket No. 81-04-NG), August 9, 1982
DOE/ERA Opinion and Order No. 45

Order Conditiondly Authorizing Boundary Gas, Inc. to Import
Natura Gas from Canada

[Opinion and Order]
Table of Contents
. Introduction and Project Description
I1. Procedural History
A. Initid Flings, Interventions and ERA Notice
B. ERA Order Requesting Comments
C. Prehearing Conference and Subsequent Mestings Between Parties

D. Post-conference Filings and ERA Order Requesting Certain Information
of Applicant and Further Comment on Selected Issues

E. Additiona Request for Intervention
[11. Jurisdiction
IVV. Environmental Determination
V. Discussion of the Issues and Opinion
A. Procedura Issues
1. Trid-type Hearings
2. Comparative Hearings
B. Substantive Issues

1. Need



2. Price
3. Reliance on Canadian Gas
4. Effect on U.S. Balance of Payments
5. Impact on Domestic Transmission and Digtribution Systems
6. Impact on Domestic Production
7. Impact on Fud Oil Market
8. Direct Sdes Presumption
C. Summary of the Decison
VI. Additiond Conditions
VII. Order
. Introduction and Project Description

On December 19, 1980, Boundary Gas, Inc. (Boundary) filed with the
Economic Regulatory Adminigration (ERA) of the Department of Energy (DOE) an
gpplication pursuant to section 3 of the Natura Gas Act (NGA) to import up to
185,000 thousand cubic feed (Mcf) of naturd gas per day and 675.25 hillion
cubic feed (Bcf) over aperiod of ten years (November 1, 1982, through
October 31, 1992). Boundary is a corporation whose stockholders are comprised
of thirteen naturd gas distribution companies and one interstate pipdine
company serving markets in the Northeastern and Middle Atlantic States. As
proposed, Boundary will purchase and resdll the gasto its fourteen
stockholders based on their respective shares of ownership. Boundary's
stockholders (referred to as "repurchasers’ in its gpplication and in this
opinion), their percentage of ownership, and their respective market areas are
shown below.

Percent of
Stockholders Ownership Market Area
Bay State Gas Co. ... 10.27 MA/NH/ME
Berkshire Gas Co.... 114 MA
Boston Gas Co. ... 71.52 MA

The Brooklyn Union GasCo. ... 2254 NY



Connecticut Gas Co. ... 511 CcT
Consolidated Edison Company

of New York, Inc.... 22.54 NY
Fitchburg Gas and Electric

Light Co. ... 57 MA

Gas Service, Inc.... 57 NH
Haverhill Gas Co. ... 174 MA
Long Idand Lighting Co. ...  12.97 NY
Manchester Gas Cao. ... 1.16 NH
Nationd Fuel Gas

Supply Corp. ... 4.87 NY/PA
New Jersey Natural GasCo. ... 7.85 NJ
Valey Gas Co. ... 115 RI

Asaresult of thisdivison of ownership, gpproximately 63 percent of
the gaswill be sold in New York (mainly in the New Y ork City ares), 29
percent in the New England states, and 8 percent in New Jersey.

Under thisimport proposd, Boundary will purchase the gas from
TransCanada PipeLines, Limited (TransCanada) and receive it a an existing
point of importation where the pipelines of TransCanada and Tennessee Gas
Pipeline Company, a Divison of Tenneco Inc. (Tennessee), interconnect, near
Niagara Fals, New Y ork. The Gas Sales Agreements between Boundary and its
repurchasers provide that Boundary will deliver the gas to the repurchasers at
this point of interconnection and that the repurchasers will take title to the
gasimmediatdy.l/

Tennessee, which will transport the Boundary gas from the point of
import to the systems of Boundary's repurchasers, will own and operate al
necessary facilities. Each repurchaser has agreed to a Precedent Agreement and
"form of" Transportation Contract (Gas Trangportation Contract) with
Tennessee. In order to trangport the Boundary volumes, aswdl asitsown
Canadian import,2/ Tennessee will have to congtruct and ingd| certain
pipeline, compressors, and other related facilities.3/

The contract price of the gas to be imported by Boundary will be the
uniform internationd border price for Canadian gas, presently U.S. $4.94 per
MMBtu.

Boundary's Precedent Agreement and "form of" Gas Purchase Contract (Gas
Purchase Contract) with TransCanada require it to take and pay for, or
nevertheless pay for, an annua quantity of gas equd to 75 percent of the
daily contract quantity (185,000 Mcf) times the number of days in the contract



year. Each repurchaser will be assgned aminimum annua quantity according to
its percentage entitlement to buy gas from Boundary. To the extent that a
repurchaser releases gas which is taken by other repurchasers, its minimum
annud quantity will be reduced accordingly.

The charge which Boundary will be obligated to pay for gas not taken
during any contract year will be the sum of three factors. atrangportation
daily demand rate, a trangportation commodity rate, and the imputed Alberta
border price for the gas. This provison is designed to lower Boundary's
payments for take-or-pay gasto alevel approximately equd to the price
charged by TransCanadato its Canadian domestic customersin its Eastern Rate
Zone.

I1. Procedural History
A. Initid Flings, Interventions, and ERA Notice

Asnoted earlier, Boundary filed its application with the ERA on
December 19, 1980. The ERA issued a notice of receipt of the application on
January 12, 1981, and invited protests, petitions to intervene, and notices of
intervention.4/ Twelve of the Boundary repurchasers petitions indicated that
the imported gas was needed to offset anticipated decreases in their supply
from traditiona pipeline suppliers. Severd state government agencies that
intervened expressed genera support for Boundary's application, citing the
increased availability of reasonably priced fue and the resulting reduction
in reliance on imported oil the Boundary project would provide.

Severd intervenors expressed reservations about Boundary's proposd,
which can be categorized roughly as concerns about the effect of the project
on (1) competition for Canadian gas supplies and U.S. fud markets, (2) the
encouragement of competition between distribution companies and pipeine
companies, and (3) the price and supply of fud ail to high-priority customers
during naturd gas curtallments. One intervenor, Transcontinental Gas Pipe
Line Corporation (Transco), Sated that the ERA should convene aformal
evidentiary hearing to consder various issues surrounding Boundary's
goplication.

On February 3, 1981, Boundary amended its gpplication to conform with
certain changesin its Gas Purchase Contract and Sdes Agreement with
TransCanada pertaining primarily to make-up rights and the price of
take-or-pay gas.5/

On May 1, 1981, Boundary submitted aletter to the ERA asking for . . .



expeditious consderation of the Boundary Applications.” Specificaly,
Boundary requested the ERA to convene a conference for the purpose of
discussng four matters: (1) supplementa information needed by the ERA,; (2)
identification mf issues thet are relevant to this gpplication; (3) procedures

to be followed by the ERA; and (4) the establishment of a specific timetable
for congderation of the gpplication.

In aletter dated July 2, 1981, the ERA requested Boundary to submit
additional information regarding its proposed project. The ERA's letter lso
indicated that it intended to request written comments from al partiesin the
near future on certain issues and to schedule a prehearing conference to
determineif further proceedings were necessary. On August 5, 1981, Boundary
responded to the ERA's duly 2, 1981 information request in ajoint filing that
also responded to data requests made by the FERC.6/

B. ERA Order Requesting Comments

On August 12, 1981, the ERA issued an Order Granting Interventions,
Requesting Written Comments on the Principa 1ssues in this Proceeding, and
Convening a Conference (August 12 Order). This order granted dl of the
pending petitions for intervention and acknowledged the notices of
intervention of al thirty-three parties that responded to the ERA's January
19, 1981 Federd Register notice of application.7/ The ERA's order dso
requested comments on eight issues.

(1) impact on increased reliance;

(2) nationa and regiona need,;

(3) competing projects for Canadian gas,

(4) direct purchases of imported naturd gas by distribution companies;

(5) impact on the fue oil market;

(6) impact on domestic production;

(7) impact on domestic digtribution systems; and

(8) effect on the U.S. economy.

The August 12 Order requested submission of comments by September 11,
1981, and responses to these comments by September 25, 1981. In addition, the



order scheduled a prehearing conference for September 30, 1981, in Boston,
Massachusetts, in order to (1) identify relevant issues that were not

mentioned in the August 12 Order; (0) determine whether further proceedings
might be necessary to resolve any factud, legd, or policy issues, (3)

determine the need for an evidentiary hearing; and (4) determine what evidence
and testimony each party would propose to present, if an evidentiary hearing
was convened.

On September 4, 1981, Transco requested an extension mf time from
September 11 to September 18, 1981, to file initid written commentsin
response to the August 12 Order. The ERA, on September 9, issued an order
extending the initial and reply comment periods to September 18 and October 2,
1981, respectively, granting another petition for intervention,8/ and
rescheduling the conference to October 16, 1981.

Of the twenty parties that responded to the ERA's August 12 Order,
seventeen filed initid comments and thirteen filed reply comments. The
parties comments focused on the eight specific questions the ERA raised in
its order and are discussed in Section V of thisopinion.

C. Prehearing Conference and Subsequent Meetings Between Parties

The discussion at the October 16, 1981 conference focused on those
issues dready identified by the ERA in its August 12 Order and on the
question of what additiona proceedings, if any, might be needed to resolve
these issues. In order to resolve certain issues, the conference participants
suggested avariety of procedures including briefs, discovery, evidentiary
hearings, comparative hearings, and joint ERA/FERC comparative hearings.

In addition to the issuesidentified in the ERA's August 12 Order, three
new issues emerged at the conference. The Empire State Petroleum Association
(ESPA) and the New England Fud Ingtitute (NEFI) requested a statement of
position from the ERA with regard to the Government's policy on the
subdtitution of gas for ail, particularly imported gas. Algonquin Gas
Transmission Company (Algonquin) questioned whether the ERA's proceduresin
this proceeding permitted adequate development of the record. The third issue
that surfaced involved Transco's announcement that it had attempted
unsuccesstully to join Boundary and Tennessee in trangporting volumes intended
for Boundary to severd of its repurchasers. Specificaly, Transco raised
guestions regarding the costs associated with the Boundary Project, and
maintained that the ERA should congder, as part of its section 3
responsihilities, ajoint venture that would reduce the cost of transportation
in the Boundary/Tennessee Project.9/



At the conference, Algonquin asserted that certain facts regarding
formation of the Boundary Project were unclear on the current record and the
ESPA and NEFI claimed they needed ass stance in understanding the market data
previoudy submitted by Boundary. Without such information the parties
asserted that they would be unable to identify specific issues that might be
in dispute. In response, Boundary offered to meet informaly with Algonquin,
and the ESPA and NEF during the week following the conference to discuss
certain factua information in Boundary's application as a means of resolving
these issues. The results of these meetings were reported by the partiesin
separate written submissions filed with the ERA. Although Boundary asserted
that it had been fully respongveto dl parties requests within the
guidelines st forth at the prehearing conference, the ESPA and NEFI claimed
that severd issues remained in dispute.

D. Pogt-conference Filings and ERA Order Requesting Certain Information of
Applicant and Further Comment on Selected 1ssues

During the three-month period November 1981 through January 1982, the
three interstate pipeline companies gponsoring the Canadian gas import
gpplication in ERA Docket 81-02-NG (Algonquin, Transco, and Texas Eastern
Transmission Co. (TETCQO)) (joint applicants) filed various motionsin their
proceeding as well asin this proceeding. Specificdly, the joint gpplicants
requested the ERA to expedite its consderation of their gpplication in order
to issue a decision concurrently with its decison on the Boundary
goplication, to attach certain conditions to any prior grant of Boundary's
gpplication or, dternatively, to conduct a comparative evidentiary hearing on
the two applications. In its responses to these motions, Boundary rejected the
bases for the request for comparative hearings, and argued that the motions
should be denied to the extent that they would impose conditions on a grant
of, or delay find action on, its gpplication. Boundary did not object,
however, to the request for expeditious review of their joint import
goplication.

After consideration of the record, the ERA on February 10, 1982, issued
an Order Requesting Certain Additiond Information from the Applicant,
Requesting Further Comment on Sdlected Issues, Granting Additiona
Interventions, and Establishing Further Proceduresin this Application 10/
(February 10 Order). The order requested Boundary to submit further
information concerning its supply and demand projections, projected growth in
natura gas customers and use, and actua salesfiguresfor calendar year
1981. Thisorder dso granted dl parties further opportunity to comment by
March 31, 1982, on Boundary's response and on three specific issues.



(1) nationa and regiona need,
(2) effects of asupply interruption on the fuel oil market; and
(3) competition for gas in the same market area.

By April 14, 1982, dl interested parties had filed with the ERA
responses and reply comments in accordance with the February 10 Order. On June
11, 1982, the ESPA and NEH filed ajoint motion for an evidentiary hearing,
adleging that certain materid issues remained in dispute in the proceeding
that could be resolved only by evidentiary hearings. Boundary responded to
this motion on June 16, 1982, contending that no materia issuesremained in
dispute and that the ERA should deny their motion. On July 19, 1982, the ESPA
and NEFI filed with the ERA arenewed motion for an evidentiary hearing,
dleging new information. On July 20, 1982, Boundary filed areply with the
ERA opposing the renewed motion on the grounds that it was redundant and
without merit.

E. Additiona Request for Intervention

The ERA had dready granted 39 petitions and notices of intervention in
this proceeding when, on February 26, 1982, Michigan Wisconsin Pipe Line
Company (Michigan Wisconsin) petitioned to intervene out-of-time. Michigan
Wisconsn stated that it had . . . adirect, immediate and substantial
interest . . ." in this proceeding because it is currently an importer of
Canadian gas and is seeking to import additiona natural gas from Canada.
Michigan Wisconsin stated that it delayed filing for intervention

". .. until it became clear, by the number of import
applications filed to import Canadian gas, the single export proceeding
relative thereto which the NEB has created, and the timing of likely
United States congderation of dl such import applications, that such
various applications are likely to be interdependent, in part, at least.”

The procedures governing intervention in ERA proceedings are st forth
in 18 CFR Section 1.8. Specificaly, Section 1.8(d) states in relevant part:

Petitions to intervene and notices of intervention may be
filed a any time following thefiling of . . . an goplication, . . but
in no event later than the date fixed for thefiling of petitionsto
intervene in any order or notice. . . unless, for good cause shown, the
[ERA] authorizes alatefiling. (emphasis added)



In prior cases, and in this proceeding as well, the ERA has authorized
interventions by persons whose petitions were filed out of time based on one
or more of the following consderations: (1) whether granting intervention
would delay the proceeding; (2) whether granting intervention would prejudice
the rights of any of the parties dready in the case; (3) whether any
objections to the late petitions had been received; (4) whether any
sgnificant orders had been issued or any written or ord comments had been
received in the proceeding; (5) whether granting intervention would otherwise
adversdly affect issuance of atimey decison; and (6) whether the late
petitioner had stated a credible and reasonable basis for faling to file on
time. The ERA must weigh these factors, aswell as any other rlevant
consderations it identifies or which are brought to its attention by any
parties objecting to a late petition, in order to determine whether the
fundamenta "good cause shown" standard in Section 1.8 has been met.

After careful review, we find Michigan Wisconsn hasfailed to
demondtrate "good cause shown" for its late-filed petition whichis,
accordingly, denied. We note that the petition was filed more than one year
after the intervention deadline the ERA announced in its January 1981 notice
of Boundary's application, and after significant orders had been issued and
most of the record compiled. We note further Michigan Wisconsn's stated
interest--as an acquirer and importer of Canadian gas—-is agenerd interest
which is adequately represented by at least eight existing parties (see 18 CFR
1.8(b)(2)). We note, findly, that Michigan Wisconsn's reasons for delay in
filing--the alleged interdependence of various Canadian gas import
gpplications before ERA--was not new in February 1982 when the late petition
was filed but, rather, was noted in other timely petitions for intervention in
this proceeding afull yeer earlier.

I11. Jurisdiction

Sections 301 and 402(f) of the DOE Organization Act 11/ gavethe
Secretary of Energy (the Secretary) jurisdiction over imports and exports of
natural gas pursuant to section 3 of the NGA. This responsibility was
delegated to the Administrator of the ERA on October 1, 1977.12/ On October 2,
1979, the Secretary issued two delegation orders delineating the areas of
authority between the ERA and the FERC with respect to section 3 gpplications,
and stting forth certain criteriato aid the ERA in executing its
responsbilities. 13/

Section 3 of the NGA reads asfollows:

After sx months from the date on which this act takes effect



no person shdl export any natura gas from the United Statesto a
foreign country or import any naturd gas from aforeign country without
first having secured an order of the [Adminigtrator] authorizing it to do
0. The [Adminigtrator] shal issue such order upon gpplication, unless,
after opportunity for hearing, [he] finds that the proposed exportation

or importation will not be consstent with the public interest. The
[Adminigtrator] may by [hig] order grant such gpplication, in whole or in
part, with such modification and upon such terms and conditions as the
[Adminigtrator] may find necessary or appropriate, and may from time to
time, after opportunity for hearing, and for good cause shown, make such
supplementa order in the premises as [he] may find necessary or

appropriate.

The NGA thus establishes a presumption in favor of authorizing an import
of natura gas.14/ In authorizing such an import, the ERA must conclude that
the import will not be incons stent with the public interest. In asserting
that such an import should be denied, an opponent should persuade the ERA that
granting the gpplication will not be consstent with the public interest.

The ERA's determination is based on its evauation of the gpplication
and any other relevant information in the record of aparticular case or in
the public domain, in light of certain criteria described in Delegation Order
0204-54: (1) the security of the gas supply; (2) the effect on the U.S.
balance of payments; (3) the price proposed to be charged at the point of
importation; (4) the nationd need for the gas; and (5) congstency with any
relevant DOE regulations or statements of policy. In addition, Delegation
Order 0204-54 reserves to the Administrator the discretion to consider any
other factors rdlevant to a particular case, including (but not limited to)
regiond need for the gas and the digibility of purchasers and participants
and their respective shares.15/ These criteria concern issues that are at the
heart of the development of DOE policy concerning imported natural gasin the
context of tota nationd energy policies.

In evauating the specific criteria set forth in Delegation Order
0204-54, as well as other factors that the Administrator considers relevant to
apaticular case, the ERA isrequired to weigh various advantages or
disadvantages in determining, on balance, whether a particular gpplication as
awhole will not be inconsstent with the public interest. These factors
interrelate and may overlap. Evidence bearing on one factor may bear on
another. Some of these factors, because of their judgmental nature, are not
susceptible to quantification. No one factor is necessarily determinative, but
isweighed in condderation with al other factors. Likewise, in evauating
individual factors deemed relevant to a particular proceeding, the ERA



amilarly weighs dl information on the record, and metters of which the
agency may take officid notice, with respect to that factor. This process
involves not only assessing the facts of a particular Stuation but making
judgments about the relative importance of those facts and their relationship
to rlevant DOE poalicies.

V. Environmentd Determination

The Secretary has delegated to the Administrator of the ERA the
responsibility to authorize imports pursuant to section 3 NGA. Certain other
areas of respongibility, however, have been delegated to the FERC.
Specificdly, the FERC hasjurisdiction over "dl functions under Section 3 of
the Natural Gas Act to gpprove or disgpprove the construction and operation of
particular facilities and the Site a which they would be located. . . ." 16/

Thus, the jurisdiction over the Sting and congtruction of the facilities
required by thisimport is clearly the FERC's.

The Nationd Environmenta Policy Act of 1969 (NEPA) requires the ERA to
give gppropriate consderation to the environmentd effects of its proposed
actions in this case, authorization to import natura gas. The FERC hasthe
gatutory responghbility to perform an environmenta review before making its
own decison on Boundary's FERC section 3 gpplication. It is appropriate,
therefore, that the FERC should be the lead agency in terms of reviewing the
environmenta impacts of thisimport.

We are issuing a conditional order based on our review of the record
before us. When the FERC has completed its environmentd review, we will
complete our own environmenta review based on the FERC's anadlys's, reconsider
this opinion and issue afind order. On July 9, 1982, the staff of the FERC
issued a Draft Environmenta Impact Statement on the joint Tennessee/Boundary
Looping Project and has requested that comments be submitted on the study no
later than August 31, 1982. Our conditional decision indicates to the parties
the ERA's determination on only the non-environmental issuesin this case.
Sincethisisnot afina order, gpprova neither jeopardizes the environment
nor limits our dternatives in making afind decison on the environmentd
determination.

V. Discussion of the Issues and Opinion
A. Procedura 1ssues

1. Trid-Type Hearings



During the course of this proceeding, three parties have petitioned the
ERA to convene trid-type hearings 17/ for the purpose of developing various
issues. The ERA has reviewed these requests and in each case, as discussed
more fully below, has determined that no party has shown that there exists an
issue of amaterid fact in dispute that requires the ERA to conduct a
trid-type hearing.18/ Trid-type hearings would not aid the ERA in reaching a
decison in this proceeding and are ot required to ensureits fairness or the
adequacy of the record.

Our decision was made after providing notice and numerous opportunities
for the parties to submit evidence by written and oral comment on the issues
and reviewing the abundant unsolicited comments and petitions of the parties.
Inlight of the numerous opportunities for comments and reply comments we have
provided, we do not believe that atrid-type hearing would illuminate the
primarily legidative and predictive facts relating to whether agrant of this
goplication will not be incongstent with the public interest.

(&) Transco's request

Inits February 9, 1981 petition for intervention in this proceeding,
Transco requested the ERA to schedule a"forma hearing on the evidentiary
record" to consider further two issues concerning Boundary's gpplication: (1)
potential competition for Canadian gas supplies and (2) potentidly adverse
impacts of encouraging competition between distribution companies and pipeine
companies. The ERA has concluded that trid-type hearings on these issues are
unnecessary.19/ The ERA has provided numerous opportunities for parties to
assis in compiling arecord on these issues by written and ord comment.
Theseissues were aired at the October 16, 1981 prehearing conference and in
extensve written comments thereefter. The parties have taken advantage of
these opportunities to comment, and the exigting record contains ample
information to put the parties on notice of their respective positions and to
enable the ERA to apply its expertise in reaching a determination on these two
ISSues.

(b) The ESPA and NEFI's request

The ESPA and NEF have petitioned the ERA to hold trid-type hearings on
various questions related to Boundary's need for the gas it proposes to import
from Canada. In an extensve series of joint comments and motions, the ESPA

and NEFI have identified numerous issues which they alege are factud,
materid, and in disoute on the basis of the current record.

The ESPA and NEFI's dlegations fdl into two generd categories.



Firg, the ESPA and NEFI dleged that the assumptions behind the Boundary
repurchasers supply and demand projections are unclear and can be illuminated
only through cross-examination of the repurchasersin atria-type forum.
Specificaly, the ESPA and NEFI contended Boundary has not explained
adequately the assumptions behind the data each repurchaser devel oped,
according to genera guiddines prescribed by Boundary, to estimate future
supply and demand over the ten-year term of the Boundary Project. Boundary
disputed the contention that critical assumptions underlying the repurchasers
projections remain unclear, citing its March 17, 1982 response to the February
10 Order and prior submissions. Specifically, Boundary noted that it had
provided the ERA and served on the ESPA and NEFI each repurchaser's supply and
demand projections, broken down into annua and seasond figures, and listing
each repurchaser's supply sources and demand estimates for various priority
service categories.

The ESPA and NEFI have had a dull opportunity to demondirate that the
assumptions behind the repurchasers supply and demand projections arein
dispute, but have failed to do so. The ESPA and NEFI have merely expressed the
unsupported opinion that these assumptions may not be warranted and may
therefore unfairly favor Boundary's case and the hope that cross-examination
of Boundary's repurchasers may somehow illuminate this matter. The record
fully explains the guideines Boundary established as a framework for
developing the repurchasers projections. The ESPA and NEFI did not dlege
that the generd guiddines are ingppropriate, or that any particular data
provided by arepurchaser isinaccurate. Instead, they request further
opportunity to cross-examine the repurchasers on the "assumptions% behind
each of their projections, on the hope that cross-examination of thelr
witnesses may reved certain factua discrepancies. The ERA notesthat ESPA
and NEFI have had numerous opportunities to develop their position and were
specificaly requested by the ERA in the February 10 Order to submit data and
information on Boundary's projections and to "describe how such projections
support the conclusion that Boundary's assertions on nationa and regiona
need for imported gas are invdid.'% The ESPA and NEFI failed to show that
there remain materid issues of disouted fact relating to Boundary's
projections or to explain why they could not be fully explored by means of
notice and comment.

In addition, the ERA does not believe that trid-type hearings would
provide additiond information about the repurchasers assumptions that would
be materid to or sgnificantly aid its decison in this proceeding. More
detailed knowledge of the derivation of the data underlying these assumptions
would not enhance the record. In the absence of any specific dispute regarding
the accuracy of the repurchasers projections or Boundary's genera



guiddlines, the ERA does not believe that trid-type hearings would materidly
add to the understanding of the repurchasers projections aready developed in
this proceeding, or serve any other useful purpose.

Asthe other generd basisfor their request that the ERA convene a
tria-type hearing in this proceeding, the ESPA and NEFI have enumerated a
number of other issues, touching on dmost every aspect of Boundary's
gpplication, which they characterize as materia issues of disputed fact. Many
of these dleged factud issues bear on Boundary's need for the gas, elther
with respect to Boundary's assertions of declining domestic supplies or its
customers demand projections. Boundary contended that, despite the length of
the ESPA and NEFI's submissions, they have failed to raise any materid,
disputed issue of fact and merely speculate about various aspects of
Boundary's gpplication that are not actudly in controversy. Inits own series
of pleadings, Boundary explained point-by-point why thereis no basisfor the
ESPA and NEFI's assertions.

We have determined there should not be a tria-type hearing on these
various points, which dready have been fully developed by the partiesin the
extengve record of this proceeding. Some of the issues the ESPA and NEFI
raise concern matters of policy which bear on the ERA's consderation of dl
section 3 import applications but do not involve adjudicative facts. These
issues are discussed, as relevant, in our discussion of substantive issuesin
section V.B, of the opinion. Other dlegations indicate possible disputes of
fact, but do not involve facts that fairly could be characterized as materid
to the decison. Still other of the ESPA and NEFI's dlegationsraise
theoretical questions about aspects of Boundary's application, but fall to
demondtrate the existence of an actua materid dispute of fact that should be
resolved by trid-type hearings.

The ERA has consdered carefully each of the ESPA and NEFI's numerous
dlegations with the objective of ensuring that dl parties are treated fairly
and have sufficient opportunity to develop and present their pogitions. With
thisimportant god in mind, the ERA has determined thet, after multiple
opportunities to present information, the ESPA and NEFI have not shown that
any issues of adjudicative fact materid to Boundary's gpplication remainin
dispute. The ERA has decided, therefore, that tria-type hearings would not
contribute to ensuring development of issues relevant to this proceeding, are
not in the public interest, and are not required by law.

2. Comparative Hearings

In various pleadings some parties expressed concern that Boundary and



other current and prospective Canadian gas importers might be in competition
for limited supplies of exportable Canadian gas. This concern arose from a
belief that the Canadian Nationd Energy Board (NEB) might not grant all
pending applications for export licenses.

In particular, the joint applicantsin ERA Docket No. 81-02-NG aleged
that approva by the ERA of Boundary's gpplication before their own might be
interpreted by the NEB asasigna that the ERA preferred Boundary's project,
and thereby prejudice their import project in the event the NEB's
determination of the level of exportable surplus Canadian gas precluded it
from granting al pending gpplications for export licenses. In essence, this
amounted to aclam of "mutud exclusivity" based on supply area
competition.20/ Accordingly, the joint gpplicants asked the ERA either to (1)
issue Smultaneous decisonsin this docket and theirs, or attach certain
conditionsto any prior goprova to Boundary, or, in the dternative (2) hold
comparative hearings on the two gpplications. As the basis for their request,
the joint applicants cited Ashbacker Radio Corp. v. F.C.C.,21/ which requires
agencies to evauate "mutualy exclusive' gpplications on a comparative bass.

In response to the joint gpplicants alegations, Boundary, joined by
Tennessee, contended that its gpplication was not mutudly exclusive of any
other pending import gpplication and urged the ERA to deny each of thejoint
applicants procedura requedts. In addition, Boundary contended that the
procedurd relief sought by the joint gpplicants would delay unduly adecision
on its gpplication, since the joint gpplicants application was not yet
perfected.22/

The standard for determining whether gpplications are "compstitive” in
terms of the Ashbacker doctrine can be summarized as whether the gpplications
are mutudly exclusive a the time they are being consdered and the license
award is being made.23/ The term "mutud exclusivity" has been interpreted as
describing two or more concurrently filed gpplications for asimilar license
where the grant by the agency of one effectively precludes another. In
addition, Midwestern Gas Transmission Company v. FERC 24/ and other decisions
make clear that determinations regarding supply exclusivity must be based on
economic conditions at the time the agency is congdering potentialy
comptitive goplications.

In the ingtant proceeding, no party has suggested nor has the ERA given
any indication thet it foresees a need to limit the number of gpplicaionsit
can authorize consstent with its statutory responsibilities. Indeed, there
are no such lega condraints on the ERA. Aswe recently stated in our order
approving Tennessee's import (Tennessee Order),25/ we intend to issue



decisions on a case-by-case basi's, as each one becomes ripe, with no
preferentia order of decison. The dlegations of supply exclusivity are

based on speculation about future NEB actions with respect to pending export
gpplications. To date, however, the NEB has made no announcement regarding
ether the number of export licensesit intends to grant or the total quantity

of gas available for export.

The ERA has determined that Boundary's application is not mutualy
exclusve of any other import gpplication pending before us a thistime. The
ERA does, of course, have the authority to reopen this or any other proceeding
should future action by the NEB make it gppropriate to do so.

B. Substantive Issues

In view of the projected long-term decline in supply of domestic
natura gas from conventiona sources over the ten-yeer life of the Boundary
project, we find that during this period there are both nationa and regiona
needs for supplementa supplies from secure sources that are reasonably
priced. Accordingly, we conclude that it will not be inconsistent with the
public interest to authorize the proposed importation of natural gas from
Canada as a means of meeting part of this need. As discussed below, we find
that the price of this proposed import is reasonable and that thereisno
reason to believe that Canadawill not be ardiable supplier of the volumes
of natural gas Boundary proposes to import. In addition, we find that no undue
dependency on Canadian gas will arise from granting this gpplication. Ladtly,
we find that the proposed importation will not have a negative impact on the
U.S. badance of payments, domestic transmission and distribution systems,
domestic production, and the New England and Middle Atlantic fuel oil markets,
but will, in fact, benefit gas consumers.

Thisimport serves the consumers interests in obtaining along-term
reliable supply of natural gas a areasonable price. As we discuss further
below, thisimport will hep fill the projected consumer demand, regiondly
and naiondly, for natural gas that cannot be met by supplies from domestic
sources. In addition, thisimport will enhance the ability of the domestic
natural gas transmisson system to deliver gas to consumersin this region.

1. Need
(& Introduction

Theissues of nationa and regiona need for the Boundary gas volumes
have been contested in this proceeding. While Boundary and most other parties



that have addressed this issue contend there is aneed for thisimport, the
ESPA and NEFI have argued that need is afunction of either an increasein
customer demand or a decline in domestic supply, and that neither of these has
occurred, nor is expected to occur in the foreseeable future.

In evaluating the issue of need, severa important factors were taken
into congderation. First, the ERA concentrated on long-term supply and demand
trends and was not unduly influenced by the frequent short-term supply,
demand, and price fluctuations inherent in the natural gas and petroleum
markets. Second, the DOE continues to have a policy favoring the displacement
of oil importswith price competitive dterndives, including
price-competitive Canadian gas. Third, aslong as a substantia portion of our
energy supplies depends on imports, the ERA observes that diverdty in the
sources and types of these suppliesis desirable. Findly, as the gpplicable
DOE delegation order and the procedura ordersissued in this proceeding make
clear, we have decided in this proceeding to evauate both nationd and
regiond need. A conclusion that thereis a need for the gas may be based on
ether of these factors separately, or a combination of both. The discusson
and andyds that follow next, accordingly, ded with both of these need
iSSues.

(b) Pogitions of the Applicant and Supporting Intervenors
(i) Nationa Need

In support of its claim that there exists a nationa need for additiona
imported gas, such as proposed in its term-year import request, Boundary has
stated that a number of studies 26/ have projected . . . that the production
of conventiond natura gas in the United States will decline throughout the
balance of this century. Over the same period, increased volumes of imported
gas will be needed to meet the nation's gas requirements.” 27/ In addition to
these published reports, Boundary referred to astudy by the FERC Office of
Pipdine and Producer Regulation entitled "The Future Supply and Demand for
Supplemental Gasin the United States” (July 21, 1981).28/ Boundary stated
that the study concludes that future U.S. demand requirements could not be met
from traditiona "lower 48" gas supplies and that substantia supplementd
supplies of natura gas (including Alaskan naturd gas, Canadian and Mexican
natura gas, LNG and SNG from coal) will be needed.

The three intergtate pipeline companies (Tennessee, Transco, TETCO) that
currently serve the Boundary market area supported Boundary's assertion that
there will be anationd need for additiona volumes of imported gas over the
term of the Boundary Project. Tennesseg, in its September 18, 1981 filing,



enclosed atable, compiled by gas and ol trade associations,29/ that

illustrates that for the last 12 years, domestic natura gas reserve additions

in the lower 48 dates have faled to equal naturd gas production and that

the reserve life index for the lower 48 statesis now only about 8 years. As
additiond evidence of nationd need for additiona imports in the next decade
and remainder of the century, Tennessee cited testimony given by two U.Q.
Government officials before a Congressiona Subcommittee on June 1, 1981, to
the same genera effect.30/ In their September 18, 1981 filings, both TETCO
and Transco reterated Boundary's and Tennessee's statements about dwindling
natura gas supplies and the need for additiona imports duping the next 20
years. Transco submitted datait previoudy filed in earlier ERA dockets 31/
with respect to the declining nationd inventory of proved naturd gas

reserves and TETCO listed severd studies,32/ different from those submitted
by the applicant, that forecast demand exceeding domestic production in the
future. TETCO aso enclosed a graph comparing the various forecasts made by
these studies which, it asserted, showed that demand would exceed domestic
production through 1990.

(i) Regiond Need

Boundary stressed the regiona need for these gas volumes by citing the
projected decline in supply availability of the interstate pipelines currently
serving Boundary's repurchasers, its considerable support from state and
regiona representatives,33/ its own market demand study, its response to the
ERA's supply and demand data requests, the New Y ork State Energy Master Plan
34/ and the region's historically limited access to naturd gas pipeline
supplies. Boundary stated that while natura gas accounts for 27 percent of
nationa energy consumption, natura gas use accounts for only 12 percent of
energy consumption in the Northeastern United States. Boundary further
emphasized that these new volumes would add flexibility to the repurchasers
systems and enhance their ability to meet pesk-day requirements. Findly,
Boundary added that the provisions of the Powerplant and Industria Fuel Use
Act of 1978 (FUA) that restricted the use of natural gas by eectric utilities
have been repeded, ". . . making the need for the Boundary Project al the
more compelling." 35/

All three intergtate pipeline companies (Tennessee, TETCO, Transco)
currently supplying the New Y ork and New England areas with domestic natural
gas supplies stated that this region's need for the gasis particularly acute.

For example, Tennessee stated that . . . the areas of greatest declinein
production are those from which the pipelines serving the New Y ork and New
England areas draw the mgjor portions of their supply.” 36/ The New York State
Energy Office, in support of the Project, maintained that



"[t]he Northeast is at a geographica disadvantage compared to
other regions sinceit is at the end of the interstate transmisson
sysem. Therefore, entry of volumes from Canada for the Boundary
participants and for Tennessee could dleviate potentid problems arising
from declining deliverability on the interstate system.” 37/

The Public Service Commission of the State of New Y ork (PSCNY') noted in
its remarks that

". .. an edtablished gas supply source from Canada should
afford additional protection in the event of an unexpected cut-off of
imported oil suppliesjust asit proved useful, through gas for eectric
power exchanges, during the 1977 winter when domestic gas supply
shortages resulted in particularly heavy pipedline gas curtallments.” 38/

(c) Position of the ESPA and NEFI
(i) Nationa Need

Throughout the proceeding the ESPA and NEFI have jointly argued that the
Boundary demand projections are inflated and the supply projections do not
redigticaly reflect domestic supply availability during the 1982-92 decade.

These two parties argued that . . . aconsensusis emerging that
domestic naturd gas supplies from conventiond and supplementa sources will
be adequate to serve projected levels of demand, particularly in the later
years of the Boundary Gas contract." 39/ In support of this statement, they
asserted that the DOE National Energy Policy Plan-111 (NEPP-111) projected
that post-1985 domestic production will rise to levels equd to current
supplies40/

With respect to national demand for natural gas, the ESPA and NEFI cited
the EIA's 1980 Annua Report to Congress, which, they asserted, estimated a
declinein natura gas consumption. They dso sated thet the EIA, in
anticipation of lower demand, forecasted that imports of Canadian gas will
decrease between 1978 and 1995.41/ The ESPA and NEFI maintained that these
projections disprove Boundary's contentions that its proposed import is
necessary to meet projected national demand. In response to the ERA's February
10 Order requesting further data and independent analysi's on the question of
need, the ESPA and NEFI submitted more comments and three accompanying
andysesA2/ supporting their pogition pertaining to the nationa and regiond
needs for imported gas. Two of the studies looked further a gas demand in the
Boundary market area, and the third study, the DAC Study, assessed "the



reasonableness of Boundary's supply and demand projections’ and compared them
with those made by the American Gas Association (AGA) using its Tota Energy
Resource Andysis modd. The DAC Study Stated that Boundary's projections
differed sgnificantly from those of the AGA and concluded that Boundary was
overly optimigtic in its demand projections and overly pessmidicin its

supply forecasts. The DAC Study asserted that "Boundary projects arapid
decline of suppliesfrom current domestic pipeline sources of about 25% by
1990. In contrast, the AGA projects that conventiona natura gas supplies

will increase in the mid-80's due to higher wellhead prices associated with
decontrol, and only show a modest decline of less than 4 percent by 1990." 43/
The study further stated that it was inconceivable for demand to increase over
the next ten yearsin light of the". . . price-induced conservation effects
expected to result from wellhead price decontrol." 44/

(i) Regiond Need

The ESPA and NEFI argued that Boundary has not produced any evidence
that gas demand in the region served by its repurchasers will increase beyond
the capabilities of its current domestic suppliers. In support of thisclam,
the ESPA and NEF! in their September 18, 1981 comments cited a recent FERC
Report 45/ projecting winter gas supply for the nation's twenty-eight pipdine
companies. The report indicated ". . . that every domestic pipeline serving
the Northeast region anticipated meeting its demands with little or no
curtailment . . ." during the 1980-81 winter.46/ In addition, the ESPA and
NEFI in their June 11 and July 19, 1982 motions asserted that two recent
events indicate that new supplies mf domestic gas may have become available to
the repurchasers and that this"new information” callsinto question
Boundary's assertion of its repurchasers need for thisimport. Specifically,
they note that one of the repurchasers, Brooklyn Union, is seeking an
off-system purchase of surplus gas from an interstate pipeline, and that
Transco, asupplier of the Boundary region, is seeking permission from the
FERC to make certain off-system sdles.

As discussed above, the ESPA and NEFI submitted two studies that
specificaly assessed regiona need, in response to the ERA's February 10
Order. The Hirst Study focused on future natura gas use in resdential and
commercid buildings for Federa Regions | and 11.47/ Comparing different
edimates of resdentia and commercid natura gas consumption in Federa
Regions | and |1 during the 1978-1980 period, the author concluded that this
data demondtrated that ". . . gas use trends have changed dramatically during
the past few years." 48/ The study's projectionsindicated a dow reduction of
gpproximately 12 percent in naturd gas use in resdentia and commercid
buildingsin Federd Regions| and |1 over the next twenty years. The Sudy



concluded that "[t]his decrease in gas use is likely to occur even though the
number of households and amount of commercia floor space both are assumed to
increase. The effects of higher gas prices reduce gas use per household and

per unit commercid floor space.” 49/

The DRI Study examined the naturd gas demand outlook for the indudtria
sector in Boundary's market area. Using asmulation of its Core Energy Modd
and Drilling Modd, DRI predicted that industrial demand for naturd gasin
New England and the Middle Atlantic States will decline through the decade of
the 1980's, and only barely exceed 1981 levelsin 1990. Noting that these new
projections differ markedly fromits 1981 projections, DRI asserts that the
changeisdtributableto ”. . . the fact that oil prices havefdleninthe
past year S0 that the average industrid natural gas prices are likely to be
higher than the price of the competitive fud, resdud ail, in the Northeast
for the rest of the decade. . . ." 50/

(d) Andysis and Opinion
(1) National Need

Many studies, including numerous supply and demand projections, have
been submitted or cited to the ERA on the issue of nationd need. We have
carefully reviewed these sudies and projections, as well as the arguments of
the parties, and have concluded that they support Boundary's contention that
over the ten-year life of the Boundary Project these additiona gas supplies
will be needed. We further find that the evidence offered to the contrary is
not persuasive. Over the life of the Boundary Project thereislikely to be a
continuing decline of supply of naturd gas from conventiona domestic
sources. The ERA disagrees with the claim by the ESPA and NEFI that a
"consensus of opinion™ supports afinding that domestic gas supplies will be
adequate to meet national demand during the term of Boundary's proposed
import. In fact, the ERA finds that the consensus among the studies cited by
the partiesin this proceeding and other publicly available studies cited in
this opinion, has been just the opposite. The generd conclusion of most
supply forecagtersisthat production of conventiond gasin the lower 48
gtates will decline in the foreseegble future.51/ As Boundary and its
supporters pointed out, another indicator of the projected decline in domestic
suppliesis the ongoing trend since 1967 of a steady decline in the proved
reserves of natura gasin the lower 48 states. Even when Alaskan supplies are
included in the reserves figure, only the year 1970 shows an increase.52/
Moreover, the proved natura gas reservesto annua production ratio for
interstate pipeline companies has declined steadily from 18.9 in 1964 to 8.4
in 1980.53/ As a consequence of these ongoing trends and projections,



additiond imports mf natural gas as well as unconventional domestic sources
of gas supply will be needed in the future to supplement the declining
production of conventiona gas.54/

The ESPA and NEFI aso cited two studies that alegedly supported their
position: (1) the NEPP-111 and (2) the 1980 EIA Study. Additiondly, in
response to our February 10 Order, the ESPA and NEFI aso submitted an
independent analys's, the DAC Study. The DAC Study disputed Boundary's supply
and demand forecasts by comparing them with those made by the AGA ina
published report entitled Consumer Impact of Indefinite Gas Price Escdator
Clauses Under Alternative Decontrol Plans (AGA Report).55/

After careful review of the ESPA and NEFI assartions regarding the
NEPP-I11 and the 1980 EIA Study, we find that they have serioudy
misinterpreted the results of these studies. For example, the NEPP-I11
projects, in its mid-range estimates, that conventiona gas production in the
lower 48 states will decline 15.5 percent during the 1980's and that natural
gasimportswill double from 1 Tcf to 2 Tcf during the same time period.56/
The ESPA and NEF misconstrued the report to say that after 1985 domestic
production will return to levels equd to present supplies, while the report
actudly states that production will return to current production levels only
if Alaskan, unconventiona and synthetic gas supplies areincluded. In
actudity, the NEPP-I11 supports the conclusion that there is a need for gas
beyond that which can be produced from domestic conventiond supplies, asa
consequence, these supplies must be supplemented by additiona volumes from
unconventiona domestic sources and by the importation of price competitive
gas from reliable sources.

The ESPA and NEFI also misrepresented the findings of the 1980 EIA Study
by ignoring the study's projection of a sharp increase in gasimports by
1985,57/ and by predicting reductionsin nationa demand for gas because of
recent amendments to the FUA that reped certain prohibitions of natura gas
use, when just the opposite results likely will occur.58/ With respect to the
DAC Study, the ERA, aswell asthe AGA, believesthat it isinappropriate to
compare Boundary's supply and demand projections with those in an AGA study
designed to compare the possible impacts of indefinite price escaator clauses
in gas purchase contracts. The AGA study is essentidly aworst case andysis
of what could happen to the natural gas market if corrective steps are not
taken with respect to these price escalation clauses and which, the AGA
asserts, cannot be used for demand projections. In aletter to Boundary, AGA
stated that

"...akey god of our preparing and publishing this



andyss was to make others aware of the problem [of indefinite price
escalator clauses| and help ensure that these projections would not come
true. Certainly, projections prepared for such a purpose can play no role
in evauating ether the need for gas importsin generd, or the
prospects for any gasimport project in particular.” 59/

In summary, the ERA finds that the record evidence strongly supports
Boundary's assertion of nationa need. In particular, the ESPA and NEFI have
not persuaded us that the otherwise unanimous assertion of nationa need by
al other parties that commented on thisissueis erroneous. The ERA
determines that with respect to nationd need, granting Boundary's
goplication will not be incongstent with the public interest.

(i) Regiond Need

The ERA has determined that the record aso showsthereisaregiond
need for the gas Boundary proposes to import. Our decison on thisissue
follows athorough review of the extensive comments and information submitted
by dl of the parties. We are not persuaded by the ESPA and NEFI's contention
that there is no regiona need for the gas. We find that the ESPA and NEFI
have falled to rebut Boundary's assertion that it is unable to obtain
sufficient domestic supplies to meet current customer requirements.60/ Nor do
we find that the ESPA and NEFI have demongtrated any fundamenta inaccuracy in
Boundary's demand projections.

Boundary has submitted to the ERA naturd gas demand projections, by
priority service category, for each of its repurchasers under three different
demand scenarios: (1) present commitments, (2) current load-growth
commitments, and (3) potential requirements.61/ In the ten-year period between
1982 and 1992, the projected demand under the "present commitments' scenario
is expected to show a cumulative increase of about 1.55 percent; this can be
compared with the projected demand increase of 8.59 percent under the "current
load-growth commitments’ scenario and a 15.33 percent demand increase in the
"potentid requirements’ scenario. The "present commitments’ scenario is
characterized by amodest increase in demand for the first priority category
and a corresponding declinein demand in priority categories two and five
through ten.62/ The "current load-growth commitments' scenario showed a
moderate demand growth in the first priority category and a modest demand
increase in the third priority category; however, al other priority
categories showed raively stable demand. In the "potentid requirements’
scenario, demand in thefirgt priority category grew subgtantialy, with
lesser increases in the second and third categories, and relatively constant
demand in dl other categories.



Boundary stated in its gpplication that unless its repurchasers obtain
additiona gas supplies, they ". . . will be unable to meet current customer
commitments beginning in the early 1980's" 63/ In view of the fact that
Boundary's demand projections under its "present commitments’ scenario showed
only anegligible increase between 1982 and 1992 (1.55 percent), Boundary's
argument for need of this gas rests primarily on its projected lossesin its
traditional sources of supply over the term of the contract, rather than an
increase in demand.

In response to our February 10 Order, the ESPA and NEFI submitted two
studies that focused on future natura gas demand in the Northeast and Middle
Atlantic States. The Hirst Study forecast naturd gas usein residentia and
commercid buildings and the DRI Study examined the naturd gas demand outlook
for theindugtrid sector. In summary, the Hirst Study projected adow
declinein natura gas use (12 percent) over the next 20 yearsin resdentia
and commercia buildings, and the DRI study projected ardatively constant
demand figure for industrid use over the next 10 years. Even assuming that
the projections contained in these two studies prove accurate, they do not
weaken Boundary's case for needing this gas. As Boundary pointed out, the
projections made by these studies do not differ significantly from those made
by Boundary using its present commitments demand scenario.64/ As we stated
earlier, Boundary's argument for needing this gas is based primarily on the
lossmf itstraditiond supplies, rather than an increase in demand. Asa
result, these projections would not dter Boundary's need for thisimport.

Despite the smilar resultsin demand projections, Boundary demonstrated
severd problems with comparing the demand projections of its repurchasers
with those made by econometric forecasts, as was done in these two studies.65/
Firgt, these studies do not depict the precise markets served by boundary
repurchasars. Second, individua company requirements may differ sgnificantly
from regiona averages because of different customer profiles. Third, broad
econometric forecasts provide an inadequate basis for ng the Boundary
repurchasers demand projections. For example, the Hirst Study rounds of f
volumes of gas which are greater than the entire annua send out of nine of
the fourteen Boundary repurchasers. For these reasons, the ERA thinks that the
demand projections made by Boundary's repurchasers are entirely reasonable and
remain unrefuted by these two studies.

With regard to the supply side of the "need" equation, Boundary cited
the projected decline in supply availability of the interstate pipelines
currently serving Boundary's repurchasers. All three interstate pipdine
companies serving the Boundary market area maintained that Boundary's
gtatements with respect to their declining supplies were accurate. We are not



convinced by the ESPA and NEFI's counterarguments that the current interstate
pipdine suppliers of gasin the Boundary market will have adequate supplies

to meet dl the future requirements of Boundary's repurchasers. Specificaly,

we find unconvincing the ESPA and NEFI's assartions in their June 11 and July
19, 1982 mations that the possibility that Brooklyn Union might negotiate an
off-system purchase or the fact that Transco is seeking permission to make
limited off-system sdes, indicate that any sgnificant new supplies of

domestic gas not previoudy accounted for in this proceeding have become
available. As Boundary pointed out, Brooklyn Union's proposed purchaseison a
"best efforts’ bad's, and further limited to periods when the temperature is
above 50 degrees. Smilarly, the gas dlegedly available from Transco, if such
sales were to be approved by the FERC, would be sold under short-term
interruptible contracts only over atwo-year period. Thus, these proposed
off-system transactions could take place only under limited conditions, and
neither establishes an increase in the domestic supplies avallable over the

life of the Boundary Project.

In addition, the FERC report cited by them to illustrate that no gas
curtallments were anticipated in the 1980-81 winter by any of the interdtate
pipdines sarving the Boundary market areaisirrelevant to the long-term
requirements of Boundary's repurchasers. It should be noted that the projected
natural gas ddiverability forecasts based on year-end 1980 reserves for the
three interstate pipeline companies serving the Boundary market area show an
average reduction in contracted and owned supplies of gpproximately 87
percent by 1990.66/

In addition to the foregoing supply-related considerations, there are a
number of possible future events that could increase sgnificantly the demand
for naturd gasin the Boundary market area. For example, in the EIA's 1981
Annuad Report to Congress,67/ there is a sengtivity andysis of the projected
consumption of various fuels for the generation of eectricity through 1995.
The EIA concluded that many of the dectric utilities plansto convert
exigting oil and gas plants to coa and to displace oil and gas with nuclear
energy may be delayed beyond 1990 because of financid and demand congraints;
this, in turn, might lead to additiond demand for gas and oil during this
interim period. Since 1979 some of Boundary's repurchasers have shown
subgtantia increases in the use of natura gas for the generation of
electricity;68/ this trend could continue during the next few years because of
the high-cogt, high-qudity oil dternative, and the projection that natural
gas will continue to be the second least expensive fud for eectricity
generation through 1995.69/ As dso noted by Boundary, the FUA restrictions on
natural gas use by eectric utilities in existing powerplants were repeaed
by the Omnibus Budget Reconciliation Act of 1981.



For the foregoing reasons, the ERA determines that, with respect to
regiond need, granting Boundary's gpplication will not be inconsstent with
the public interest.

2. Price

Boundary proposes that the price of the gas to be imported will be the
uniform internationa border price for Canadian gas which is presently U.S.
$4.94 per MMBLtu. In DOE/ERA Opinion and Order No. 29, the ERA found that the
present Canadian border price was reasonable compared to the cost of dternate
fuelsin the U.S. market, and not inconsstent with the public interest. 70/
The record is undisputed on this point and we conclude that the price for this
import is reasonable.

3. Rdliance on Canadian Gas

Natura gas from Canada has been imported into a wide range of domestic
markets for many years, and there has been no instance of amgor natura gas
supply interruption that would cal into question Canadds future rdigbility
asasupplier of natura gasto this country. These facts are uncontested in
this proceeding.

However, the ERA inits August 12 Order requested comment on whether the
Boundary Project, dong with other pending import proposals, has the potential
to create anew, regiona reliance on Canadian gas. While we recognized the
higtoric reliability of Canadian supplies, the ERA believed that comments on
thisissue were gppropriate in view of the various applications to import new
Canadian suppliesinto the Northeast and Middle Atlantic States, the region's
current heavy reliance on another imported fud (oil), and Boundary's plansto
use some of the gas for expansion of resdentid and other high-priority gas
service.

All parties that commented on thisissue, other than the ESPA and NEFI,
discounted the significance of any newly crested dependency on Canadian gas
that could result from the Boundary Project and other pending import proposals
serving some of the same market area. Boundary and ten other parties
(including the New Y ork State Energy Office, PSCNY/, N.J. Dept. of Energy and
N.J. Board of Public Utilities, and New England Conference of Public Utilities
Commissioners) stressed the rdiability of Canadian gas supplies, the
advantages of diversfying overdl energy supplies, the protection these
volumes would offer the region from even greater reliance on imported ail, and
the fact that these proposed volumes only represent a diminutive fraction of
the areas totd gas and energy supplies.



The ESPA and NEF argued that the Boundary Project, together with other
pending Canadian import proposals, ". . . could result in substantia adverse
impact to the Northeast region.” They stated that "an interruption is
possible’ because”. . . Canadais subject to domestic political and economic
pressures that could threaten the stability and rdigbility of naturd gas
exports.” 71/ (emphasis added). They aso stated that the ERA has made clear
in the past that, in order to prevent overdependence, imported gas should be
consdered only asa"margind” supply and that natura gasimports should not
be authorized unless the gpplicant can demonstrate that the demand to be
served by the imported gas cannot reasonably be served by domestic resources.
The ESPA and NEFI further maintained that

". .. regiond dependence on imported gas can be even more
dangerous than dependence on imported ail. Oil isafungible and easly
transportable fud . , .. Imported pipeline gas, on the other hand,
smply cannat, for physical reasons, be replaced by dternative gas
suppliersif supplies areinterrupted for any reason.” 72/

For this reason, the ESPA and NEFI proposed that the ERA establish a
reasonable limit on each repurchaser's peak period reliance on imported gas,
possibly 10 percent of its pegk daily demand in a colder than norma winter.

We have dready concluded in this order that there will not be
sufficient volumes of domestic gas available, either from conventiona or
unconventional sources, to satisfy nationd and regiond need for the ten-year
period of thisimport proposa. Any possible negative impacts associated with
increased reliance on Canadian gas have to be evauated in comparison to the
potentia negative impacts of reliance on other sources of supply, such as
LNG, SNG, or imported ail, not with reliance on domestic conventiona supplies
of gas. In previous opinions, the ERA has attempted to differentiate between
various sources of supplemental gas supplies on the bases of cog,
transportation modes, technologica uncertainties, and supply vulnerability.
The ERA has held that "overland gas supplies’ from neighboring countries rank
second only to domestic suppliesin terms of desirability.73/ The ERA has
found no evidence in this proceeding to cause doubt about the reliability of
Canada as a supplier with respect to the volumes of gas Boundary proposes to
import.

Asindicated earlier in this opinion, the ERA finds that the Boundary
project will replace declining domestic conventiona gas supplies. We dso
find that thisimport will not result in overdependence of any consumer group
or geographica region. The predominant source of energy in the Boundary
market areais oil and likely will remain so. The 185,000 Mcf of gas per day



Boundary proposes to import will be spread among fourteen repurchasers,
serving atotd of eight sates, We have determined that in light of thiswide
dispersd of the Boundary volumes, overdependence is not likely to result.
Even if the ERA ultimatdly gpproved al pending Canadian gas import
applications, we do not foresee that overdependence on imported gas would
result. The vast mgority of these proposed Canadian natural gas supplies
would be dedicated to the various interstate pipeline systems and would have
the effect of widdy digpersing these volumes throughout the entire country.
For example, Canadian gasis used currently in 25 dates, if al pending
import projects were gpproved, it is estimated that 48 states would utilize
Canadian ges.

The ESPA and NEFI further contended that a regiond dependence on
imported gas could be more dangerous than imported oil because gasis not as
"fungible’ acommodity as oil. However, it isthe ERA's conclusion that the
Boundary Project, with its associated pipeline congtruction, will improve the
capability to deliver gas suppliesin the entire Boundary market area 74/
Given the limited gas volumes involved in this project, their wide dispersd,
the rdiability of the supply source, and the predominant use of ail in the
Boundary market area, we do not foresee an overrdiance resulting from this
import. We have noted in the past that the subject of reliance and other gas
issues may be more gppropriately considered in bilatera governmenta
discussons. Accordingly, in Section V1. of this opinion, we have reserved the
right to adopt appropriate conditions following any such discussons.

4. Effect on U.S. Baance of Payments

In the August 12 Order, the ERA requested comments on the impact the
Boundary Project would have on the U.S. balance of payments and world ail
prices. Only three parties responded to the ERA's inquiry; Boundary had
previoudy addressed thisissuein its August 5, 1981 response to the ERA's
July 2, 1981 data request (question No. 12).

Inits August 5 filing, Boundary argued that the project will likely
havea". .. dgnificant postive effect . . ." for the following reasons
(1) Canadians holding U.S. dollars are more likely to purchase U.S. goods and
sarvices than OPEC countries; and (2) backing out oil displaced by Boundary
will help moderate OPEC's ail prices and will exert downward pressure on al
U.S. energy imports. At worst, Boundary stated, the project will ". . . have a
neutral effect on the U.S. balance of payments. . . ."

In support of Boundary's position on thisissue, Tennesseg, in its
September 18, 1981 filing, Sated that severd benefits would result from



Boundary's importing of Canadian gas, including: (1) a decrease in the demand
and price for imported ail; (2) the likely return of alarge percentage mf the
dollars spent on Canadian gasto the U.S. in the form of purchased U.S. goods;
(3) much of the financing of TransCanadas new facilities needed for this

import will be by U.S. sources; and (4) the fact that much of the gas

currently produced in Canadais by subsidiaries of U.S. companies.

Although the ESPA and NEFI did not address thisissue in their joint
filing on September 18, 1981, the DAC Study they submitted on March 31, 1982,
contended that the Boundary Project would result . . . in adverse trade
balanceimpacts. . . ." 75/

Based on the record, the ERA has concluded that the Boundary Project's
impact on world oil priceswill be datisticaly insgnificant because of the
comparatively smal volumes of gasinvolved in this proposal. The Boundary gas
volumes will be replacing, for the most part, dwindling domestic conventiona
supplies; therefore, the mogt likdly dternative to these volumes would be
additiona imported ail. In fact, Boundary and Tennessee asserted that there
are potential balance of payments advantages of importing Canadian gas rather
than more ail into this region, particularly in view of the predominant use of
oil inthismarket area.

In summary, on the basis of the record we conclude that the Boundary
Project will not have a sgnificant adverse impact on the U.S. baance of
payments. Moreover, we aso conclude that the limited potential for adverse
balance of paymentsimpacts does not outweigh the other factors stated in
this opinion which lead us to determine that the import, on balance, will not
be incongstent with the public interest.

5. Impact on Domestic Transmission and Digtribution Systems

In its application, Boundary asserted that itsimport project would
increase the flexibility of the gas trangportation system in its market area.
Inits August 12 Order, the ERA requested comment on the effects of afuture
curtaillment of Canadian gas on the domestic transmission and distribution
systems serving Boundary's customers, and specificaly with respect to the
abilities and limitations of those systems during a curtailment. All four
parties that addressed this issue asserted that the Boundary Project, with its
new pipeline capacity and increased ddiverability, would enhance the ability
of the transmission and digtribution systems to respond to any future
curtailment, irrespective of source. TransCanada, the exporter of the Boundary
volumes, stated that the project would facilitate its ability ". . . to
provide supplementa gas supplies. . ," in the event Boundary's repurchasers



were being curtailed by domestic sources.76/ Tennessee, the transporter of the
Boundary volumes, stated thet . . . the integrated U.S. pipeline system

dlows aremarkable amount of flexibility in moving supplies from dl parts of
the country. . ." and . . . the Boundary Project would further aid in the
movement of suppliesinthisarea” 77/

Although the &bility to ddiver additiond supplies of naturd gasinto
this region during a future curtailment largely depends on the demand of
other gas systems and supply availability, the record indicates that the
Boundary Project, with the construction of required transportation facilities,
will improve the logigticd ability of Boundary's repurchasers to receive
supplementa gas supplies from both domestic and foreign sources during a
future emergency Stuation.

6. Impact on Domestic Production

In the August 12 Order, we noted that certain data suggested that the
wellhead pricing provisons of the NGPA were fogtering an increase in drilling
activities and development of "new" domestic natura gas supplies, and that,
inview of the scheduled expiration of most NGPA wellhead price restrictions
on new gas by 1985, we expected this trend to continue in the foreseeable
future. We aso observed that the U.S. currently was experiencing a period of
over-deliverability of gas supplies. In view of these factors, we requested
comments from al parties on the possible effects gpprova of thisimport
project would have on domestic production and what weight, if any, we should
give such impactsin evauaing this gpplication.

Six of the seven parties that commented on this issue anticipated that
the Boundary importation would have no adverse impact on domestic gas
production, either in the short-term or the long-term. With regard to
potentia short-term impacts, Boundary stated that "the Repurchasers have
determined, through inquiries made to their traditiond pipeline suppliersand
other potential suppliers, that equivalent volumes of domestic natural gas are
not available for ddivery into Repurchasers service areas in the time frame
of the Boundary Project.” 78/ Boundary also stated the repurchasers
anticipated no incurrence of take-or-pay pendties on domestic gasin order to
take Boundary gas. In support of its assertion that the proposed import would
not have any long-term impact on domestic production, Boundary contended that
the import would protect the repurchasers existing market for natural gas
which might otherwise be logt to fud ail; and that the new pipeline capacity
connected with thisimport could be used to trangport domestic naturd gas,
even before the expiration of the Boundary contract term.



The lone dissent on this issue came from the comments submitted jointly
by the ESPA and NEFI. They asserted that the Boundary Project would frustrate
the nationd energy policy of utilizing domestic supplies of energy over
imports whenever available and would create a disincentive for continued
development of domestic natural gas supplies. They argued thet, "[i]f
Northeast regional demand for natural gas does not increase at the rate
projected by Boundary Gas, gpprova of the gpplication will have the primary
effect of backing out domestic natura gas supplies now serving the region, or
capable of sarving the region in the future” 79/

The ERA findslittle in the record to show that adverse impacts on
domestic development and production of gas will result from this project. The
arguments submitted by the ESPA and NEF that approva of this project will
have an adverse impact on the development and production of domestic natural
gas are unconvincing. In the ERA's discussion of the "need” issue in this
opinion (V.B.1.), we concluded that over the ten-year life of the project
there will be aneed for these additiond gas supplies, both nationdly and on
aregiona bass. Boundary's assertion that there are no long-term supplies of
domestic gas available to its repurchasers is supported on the record by their
pipeline suppliers. We again note that not one domestic gas producer or
pipeline has questioned Boundary's need for the gas or said that they can make
smilar volumes available from domestic sources over the ten-year period. The
only intervenors questioning the need for these volumes are the ESPA and NEH,
who represent marketers of a competing fud. In light of these findings, the
ERA has determined that the Boundary Project will have no long-term impact on
domestic production.

Given our finding that there is along-term regiond and nationd
need for thisimport, we find that over the life of the project it will not
have an adverse impact on the development and production of domestic natural
gas. While there may be some short-term underlifting of current supplies as
the market adjusts to this new supply of gas, such short-term effects do not
outweigh the long-term need for the gas. Additiondly, the ERA's review of
Boundary's repurchasers actud annua gas sales for the period ending October
31, 1981,80/ its supply and demand projections, and the flexibility of
Boundary's take-or-pay provision with TransCanada, convinces us that any
underlifting would be temporary and cannot be expected to have a sgnificant
impact on domestic production.

7. Impact on Fue Oil Market

The ERA, inits August 12 Order, requested comments from al partieson
the potentid impact of the Boundary import on the fud oil market in the



Boundary market area, particularly with regard to the potentia for

switchovers from gasto oil during natura gas curtallments. We aso asked
whether any conditions should be attached to Boundary's proposd, if approved,
in order to protect high-priority fud oil customers.

The ESPA and NEFI responded that the Boundary Project could be subject
to supply interruption, which in turn could disrupt Sgnificantly the
independent fud oil marketing didtribution system and cause harm to the
region's Sx million home hegting oil cusomers, aswell asto Boundary's
ultimate customers. If Boundary's repurchasers use this imported supply to
increase high-priority load, the ESPA and NEFI argued that the repurchasers
would be forced to either (1) store greater amounts of gas, (2) increase peak
"shaving" facilities, or (3) increase interruptions of indudtria customersto
meet the increased high-priority demand. Specifically, the ESPA and NEF
contended that interrupted gas consumers necessarily would turn to fud oil to
meet their needs during the heating season. They asserted that the resulting
increased demand for fud oil would increase prices for dl fud oil consumers
(including interrupted gas consumers). In addition, they stated that such a
gtuation could gretch the fud ail digtribution system beyond its physica
limits and thereby jeopardize the energy security of the entire region.

In response, the ERA gave the ESPA and NEFI the opportunity to quantify
anticipated impacts on the fud oil market of a hypothetica, mid-winter,
Boundary gas supply disruptionin 1991. In response, the ESPA and NEFI
submitted a study,81/ which estimated that the volume of resdud oil needed
to replace the gas supplies logt during an interruption of Boundary's import
would be approximately 32,000 barrels per day, representing about five percent
of the average daily resdua fue oil consumption in the Boundary market
area. The London Study concluded that the oil marketers and their customers
would pay $4 to $5 per barrel more than the average price for supplementd
suppliesfor the duration of such an interruption and, as aresult, thiswould
cost its Northeastern oil customers as much as $160,000 per day. The London
Study aso questioned the ability of the ail infrastructure to cope with a
five percent daily demand increase.

Inits April 14, 1982 filing, Boundary argued that evenif dl the
London Study's "questionable’ assumptions concerning price impacts and market
areawere correct and accepting for the sake of argument that its assumptions
that the full projected cost of a Boundary disruption would be borne by the
resdud fud oil market and a 25 percent reduction in that market due to
conservation and other factors would result, "the total price impact of a
complete three-month Boundary disruption is 0.8 cents per gdlon. . . ." 82/



The ERA concludes that the arguments and data submitted by the oil
marketers regarding the potential impacts the Boundary Project could have on
the fud oil market and its customers have been sgnificantly overstated in
severd respects. Firg, in contrast to the data used in the London Study, the
average daily consumption of resdud fud ail in the eght states comprising
the Boundary market area was approximately 937,000 barrels per day in 1979,83/
not 619,000. Thus, the potential impact of a naturd gasinterruption of the
resdua fud oil market isless than the five percent estimated by the London
Study. Second, the ERA disagrees with the assumption that residua fud ail
will be the only fuel subgtitute for gas during any supply disruption, as
other sources of energy, such as didtillate, cod and dectricity, could dso
be used. Third, the potentia for increased oil-for-gas switchovers
atributable to the Boundary project during a gas supply interruption would
not be the total import volume as asserted by the ESPA and NEF, but only that
fraction of the volume designated for incrementd load growth. Fourth, there
isno basis given for the London Study's projection of a potentid $4 per
barrel oil priceincrease as aresult of a supply interruption of thisimport
of naturd gas. Findly, no evidence was presented by any party on how asmal
increasein resdud fud demand could disrupt the fue ail distribution
sysem.

The ERA concludes that the record does not support the oil marketers
contention that the Boundary Project could have a severe impact on the fudl
oil market in terms of petroleum supply availability and increased prices,
even in the unlikely event of a prolonged, mid-winter, natural gas supply
interruption. This conclusion is based on severd congderations. Firdt, this
import volume and its associated new pipeline facilities will diminish the
likelihood of future naturdl gas shortages in the region, and the number of
resulting oil-for-gas switchovers. Second, the Boundary gas volumes will be
dispersed over eight states, rather than the six states stated in the London
Study. Findly, the volumes of petroleum needed to replace the hypothetica
curtallment of the Boundary volumes would be gatidicaly inggnificant in
terms of supply, and would have a correspondingly minor impact on prices.

8. Direct Saes Presumption

In previous decisons involving imports of LNG, the ERA adopted a
presumption in favor of direct purchases by distribution companies. In its
August 12 Order, the ERA requested comment on the appropriateness of applying
this policy to casesinvolving overland gasimports. Additiondly, the ERA
requested comment regarding the benefits and disadvantages of Boundary's
proposed direct purchase of Canadian natural ges.



Three of the four interstate pipdines that commented on thisissue
dated that pipelines should retain the principa respongbility for domestic
and imported gas acquisition and that extension of the direct sdes
presumption to overland gas cases would be to the detriment of the interstate
pipelines, their customers, and the generd public interest. These parties
asserted that the advantages of pipeline purchases include the following: (1)
competition from distribution companies would influence adversely economies
of scale, reduce service to smaler customers and creste additional cogtsin
acapitd intengve industry; (2) pipdines are large volume purchasers, and
therefore tend to have greeter flexibility to avoid or limit take-or-pay
ligbilities, (3) al customers of interstate pipelines are trested dlike,
regardless of size, economic importance, or ability to compete for gas
supplies; and (4) the risks involved with supply curtaillments are diminished
because of the pipeines much broader service area and extensve storage
facilities. Tennessee commented that the ERA should not adopt any preference
with regard to Canadian imports for or againgt direct purchases by
digtribution firms and that each proposed import should be decided on its own
merits.

In contrast to these pipelines comments, Boundary, the New Y ork State
Energy Office, and some of the repurchasers cited severd advantages of direct
purchases by digtribution firms: (1) so long as pipelines have digtribution
company customers whose purchases are limited to less than full contract
quantities, new volume purchases by the pipeineswill not increase
ggnificantly the entitlements of Boundary's repurchasers that have
high-priority customers needs, and (2) direct purchases reflect the true cost
of directly acquired suppliesto the ultimate consumers and therefore dlow
them to evauate better the economic need for the supplies.

The ERA has decided not to extend the direct sales presumption applied
in earlier LNE import decisonsto the ingtant proceeding involving an
overland import proposa. No party requested the ERA to apply this presumption
inthis case. The ERA has determined that the gpplication can be decided on
its own merits and that there is no reason to extend this presumption to this
proceeding.

C. Summary of the Decison

In making our decison in this proceeding, we dully examined Boundary's
goplication in light of our respongbility under section 3 of the Naturd
Gas Act and the fundamenta criteria set forth in Delegation Order 0204-54
plus additiond factors raised by us and by the parties. The parties have
addressed numerous issues and we have compiled a lengthy record. After



reviewing the record as described in detail above, we conclude that granting
thisimport will not be inconggtent with the public interest. Therefore, we
are goproving Boundary's application.

We conclude that there will be anationd and regiond need for this gas
over thelife of the project. Furthermore, by improving the pipeline
digtribution system in the Northeadt, the project will dso benefit gas
consumers by increasing the capability of pipeline companiesto ddiver gas
supplies. Approva of this project helps to ensure additional economic
long-term gas supplies to the consumers in the Northeast and Middle Atlantic
regions.

Furthermore, we carefully considered the stated views of the Boundary
service ared's public utility commissons, sate government agencies, and
eected officids, who have an interest in ensuring reasonably price secure
energy supplies, dl of whom supported the importation of natural gas from
Canada into this region. In addition, in spite of ample opportunity, no
potential consumer of thisimport came forward to oppose or to comment on this
goplication. The only opposition has come from groups that sall competing
fud, mogt of which is derived from imported ail.

Aslong as Canadian gas supplies maintain their higtoricd reiability
and are reasonably priced, they can continue to help fill the gap between
domestic production and total demand. the ESPA and NEFI have failed to present
aconvincing case to show otherwise.

V1. Additiona Conditions

The ERA's concerns about increased U.S. reliance on Canadian natura gas
and various related issues have been raised previoudy in consolidated ERA
Docket Nos. 80-01-NG, et d., Inter-City Minnesota Pipelines Ltd., et al.84/
Because the ERA bdlieves that such issues may be more appropriately considered
in bilaterd discussons with Canadian officids, it sugpended find
resolution of the consolidated dockets until after government-to-government
talks.85/ We therefore specificaly reserve the right to take additiona
action in this docket that will parale any future proceedingsin ERA Docket
No. 80-01-NG, and parties are hereby placed on notice that any conditions
subsequently adopted may be retroactive to the date of approva of this
import if necessary and gppropriate in the circumstances.

VII. Order

For the reasons set forth above, pursuant to section 3 of the Natural



Gas Act, the ERA hereby orders that:

A. Boundary Gas, Inc. (Boundary) is authorized to import up to
185,000 Mcf per day of natural gasfor a period not exceeding ten years
from the date deliveries commence or from November 1, 1982, whichever
occursfirgt, plus one year for receipt of make-up gas in accordance
with the Precedent Agreement and Gas Purchase Contract of October 14,
1980, as amended by the Amendment to Precedent Agreement of February 2,
1981, with TransCanada Pipelines Limited (TransCanada). Boundary isaso
authorized to import on adaily basis volumes of gasin excess of 185,000
Mcf per day which TransCanadais authorized to export for sdeto
Boundary on a best efforts basis in accordance with the Precedent
Agreement and Gas Purchase Contract cited herein. The totd natura gas
import over the term of this authorization may not exceed 675.25 Bcf.

B, Boundary is authorized to import the volumes of naturd gas
from Canada as described in Paragraph A at a price not to exceed U.S.
$4.94 per MMBtu.

C. The petition for leave to intervene out-of-time of Michigan
Wisconsn Pipe Line Company is denied.

D. The authorization in Ordering Paragraph A is conditioned
upon entry of afind ERA order after review by DOE of the FERC
environmental analyses of this project, and the completion by DOE of its
NEPA responghbilities.

E. The authorizations granted in Ordering Paragraphs A and B
are subject to conditions as may result from further proceedingsin this
case. Applicants and intervenors in this proceeding shdl be bound by
opinions and orders issued in further proceedingsin this case.

F. To the extent that any motion or other request for relief
or action in this proceeding is not discussed in thisopinion, it is
denied.

G. Thetimefor filing any petition for rehearing of this
order shdl run from the date of its issuance.

--Footnotes--

1/ On December 19, 1980, Boundary filed an application with the Federa
Energy Regulatory Commission (FERC), requesting authority to resdll the gasto



its repurchasers (FERC Docket No. CP81-108-000).

2/ On May 19, 1982, DOE/ERA Opinion and Order No. 44 granted Tennessee
conditional authorization to import 300,000 Mcf per day of naturd gas from
Canada (ERA Docket No. 81-24-NG, Tennessee Gas Pipeline Company ).

3/ On April 22, 1981, Tennessee filed with the FERC an Application for
Certificate of Public Convenience and Necessity (FERC Docket No. CP81-296-000)
seeking authority to congtruct the facilities and provide the transportation
services required for the Boundary Project.

4/ The ERA published a natice of receipt of Boundary's gpplication in
the Federal Register on January 19, 1981 (46 FR 5041). A corresponding
application was filed with the FERC in Docket No. CP81-107-000.

5/ The amendment also supplemented the application with aletter of
agreement and aform of Escrow Agreement agreed to by the applicant and
TransCanada.

6/ Seen.1, supra. On July 21, 1981, the FERC requested Boundary to
provide additional datain order to assg its staff in the andysis of the
Boundary Project (FERC Docket Nos. CP81-107-000 and CP81-108-000).

7/ Texas Eagtern Transmission Corp., Consolidated Edison Company mf New
York, Inc., Tennessee Gas Pipdline Co., Div. of Tenneco Inc., Midwestern Gas
Transmisson Co., TransCanada PipeLines, Limited, The Public Service
Commission of the State of New Y ork, New England Fud Ingtitute, Empire State
Petroleum Assn,, Inc., New York State Energy Office, Distrigas of Mass. Corp.
and Digtrigas Corp., Northern Natural Gas Co., Div. of InterNorth, Inc.,

Boston Gas Co., Manchester Gas Co., Connecticut Gas Co., Attorney General of
the Commonwedlth of Massachusetts, New England Conference of Public Utilities
Commissioners, Inc., The Brooklyn Union Gas Co., Vdley Gas Co., Fitchburg Gas
& Electric Light Co., Northwest Alaskan Pipeline Co., Transcontinental Gas

Pipe Line Corp., Pan-Alberta Gas, Ltd., The Berkshire Gas Co., Algonquin Gas
Transmission Co., Haverhill Gas Co., Nationd Fudl Gas Supple Corp., United
Mid-Continent Pipeline Co., United Gas Pipe Line Co., Piedmont Natural Gas

Co., Inc., New Jersey Dept. of Energy and New Jersey Board of Public

Utilities, New Jersey Natural Gas Co., Bay State Gas Co., Northern Border
Pipeline Co.

8/ Sulpetro Limited.

9/ Aswe dtated in the October 16 prehearing conference, the ERA



believes thisis principaly asection 7 matter that should be resolved by the
FERC in its proceedings.

10/ Petitions for leave to intervene out mf time of the Independent
Petroleum Association of Canada, Connecticut Natural Gas Corporétion,
Massachusetts Energy Facilities Siting Council, Pacific Gas Trangmisson
Company, and Vermont Gas Systems, Inc., were granted in this order.

11/ Pub. L. 95-91 (1977), 42 U.S.C. Secs. 7151 and 7172(f).
12/ DOE Delegation Order No. 0204-4, 42 FR 60725 (November 09, 1977).

13/ DOE Delegation Order Nos. 0204-54 and 0204-55 (44 FR 56735, October
2, 1979). These superseded two other DOE Delegation Orders, Nos. 0204-25 (to
ERA) and 0204-24 (to FERC), both dated October 17, 1978 (43 FR 47769, October
17, 1978).

14/ Compare public interest standard in section 7 of the NGA, eg., Cia.
Mexicanade Gas, SA. v. F.P.C., 167 F.2d 804 (5th Cir. 1948).

15/ In this proceeding we congdered other issues raised by the parties
or as discussed below.

16/ Delegation Order 0204-55, op cit.

17/ Asused in this decison, the term "trid-type’ hearing means a
formd, evidentiary hearing on the record providing dl parties an opportunity
to present their case to the presiding officer by ora and written evidence
and to cross-examine the witnesses of the parties.

18/ E.g., Cerro Wire and Cable Co. v. FERC,. 80-2054, dip op. & 8
(D.C. Cir., April 30, 1982) and other cases cited at page 8 of the opinion.

19/ Our determination on Transco's motion for comparative hearings is
discussed in part VV.A.2. of this opinion. Our determination as to whether the
ERA should apply a presumption in favor of direct purchases of imported gas by
distribution companies in this proceeding is discussed in part VV.B.8.

20/ Two parties to the proceeding (Algonquin and TETCO) dso adluded to
the possibility that Boundary might be in direct competition with their
pending import application (ERA Docket No. 81-02-NG) with respect to market
area. In response to our February 10 Order, both parties clarified their
positions, sating that they regarded the potential for competition with the



Boundary Project largdly in terms of Canadian gas supplies, not in terms of
market area.

21/ 326 U.S. 327 (1945).

22/ Transco and Algonguin amended the origind gpplication on October
28, 1981, to add Texas Eagtern as an applicant. Other amendments were filed
with FERC. On June 7, 1982, the joint gpplicants submitted a letter to ERA
indicating their gpplication would be amended yet again, to reflect a change
in the point of import. On July 26, 1982, this amendment was filed with the
ERA.

23/ See Northwest Airlinesv. CAB, 194 F.2d 339 (D.C. Cir. 1952),
Midwestern Gas Transmission Company v. FERC, 589 F.2d 603 (D.C. Cir. 1978).

24/ 1bid.

25/ DOE/ERA Opinion and Order No. 44, issued May 19, 1982, in ERA Docket
No. 81-24-NG, Tennessee Gas Pipeline Company.

26/ Studies cited by Boundary in its gpplication and in response to the
August 12 Order included the following: AGA, Gas Supply Committee, The Gas
Energy Supply Outlook: 1980-2000 (Oct. 1980); Comptroller General, Report to
the Congress. Oil and Natural Gas from Alaska, Canada, and Mexico--Only
Limited Help for U.S. (Sept. 1980); DOE, Nationa Energy Plan Il (May 1979);
ElA's 1980 Annua Report to Congress, Vol. 3 Forecasts (March 18, 1981).

27/ Boundary's September 18, 1981 filing, at page 8.

28/ This study was filed by the FERC gaff as Exhibit No. -- (BES-1) in
the matter of Tennessee Gas Pipeline Company, FERC Docket Nos. RP80-97 and
RP81-54.

29/ The table was compiled from areport entitled "Reserves of Crude
Oil, Natura Gas Liquids and Natura Gasin the United States and Canada as of
December 31, 1979," published in June 1980, by the American Gas Association,
the American Petroleum Ingtitute, and the Canadian Petroleum Association.

30/ Testimony of J. Dexter Peach, Director of the Energy and Minerds
Divison of the Generd Accounting Office and Albert H. Linden, J., Acting
Adminigrator of the Energy Information Adminigtration, DOE, before the
Subcommittee on Fossil and Synthetic Fuels, House Committee on Energy and
Commerce.



31/ ERA Docket Nos. 79-08-NG, 80-01-NG, et al., 80-14-NG, R-80-14, and
R-80-21.

32/ Exxon Corporation, Energy Outlook, 1980-2000 (December 1980); Foster
Associates, The Short Term Outlook for the U.S. Naturad Gas Industry,
1981-1987, 1990 (June 1981); Shell Oil Company, The Nationa Energy Ouitlook,
1980-1990 (August 1980); Texaco Oil Company, United States Energy Outlook,
1980-2000.

33/ In its September 18, 1981 filing, a page 9, Boundary cited support
from the following: the Governor of Massachusetts, Massachusetts
Congressond Delegation, Massachusetts State Energy Office, New England
Conference of Public Utilities Commissioners, Inc., the Governor of Rhode
Idand, New Jersey Department of Energy, and New Jersey Board of Public
Utilities

34/ On August 17, 1981, the New Y ork State Energy Office issued a draft
of its proposed New Y ork State Energy Master Plan 11 which endorsesthe
Boundary Project as a"ggnificant new source of gasfor the sate.” The draft
plan includes the Boundary volumesin its projections of available supply to
meet new Y ork State's gas requirements.

35/ In Boundary's October 2, 1981 filing at pages 21 and 22, Boundary
cited reped of certain provisons of the FUA by the Omnibus Budget
Reconciliation Act, Sec. 1021, Pub. L. No. 97-35 (1981).

36/ Tennessee's September 18, 1981 filing, at page 7.

37/ New York State Energy Office's September 18, 1981 filing, a page 7.

38/ PSCNY's September 18, 1981 filing, at pages 2-3.

39/ The ESPA and NEFI's September 18, 1981 filing, at pages 2-3.

40/ DOE, Nationd Energy Policy Plan-111, Energy Projection to the Year
2000 (July 1981).

41/ DOE/EIA, 1980 Annua Report to Congress (1980 EIA Study), at page 88.

42/ Naturd Gas Usein Residentid and Commercid Buildings: Federd
Regions 1 and 2 by Eric Hirst (March 1982) (Hirst Study); Natural Gas Demand
Outlook for the Industrid Sector New England and MidAtlantic Regions by Data
Resources, Inc. (March 28, 1982) (DRI Study); A Comparison of Natura Gas



Projections by Boundary Gas, Inc. and the American Gas Association by Decision
Andysis Corporation (March 26, 1982), (DAC Study).

43/ DAC Study, at page 37.
44/ 1bid., at page 36.

45/ FERC, Office of Pipeline and Producer Regulation, "Impact of 1980-81
Winter Gas Supply for Twenty Eight Pipeline Companies’ (September 1980).

46/ The ESPA and NEFI's September 18, 1981 filing, at page 5.

47/ Federd Regions were defined asfollows Region | (Connecticut,
Maine, Massachusetts, New Hampshire, Rhode Idand, Vermont); Region Il (New
York, New Jersay). Puerto Rico and the Virgin Idands are in Region |1, but
were not included in the Hirst Study.

48/ Hirst Study, at page 6.

49/ 1bid., at page 10.

50/ DRI Study, at page 1.

51/ See AGA, Gas Supply Committee, The Gas Energy Supply Outlook:
1980-2000, Table I1V-3, a page 11 (January 1982), which summarizes projections
by mgor oil producing companies, gas transmisson companies, government
agencies and others.

52/ AGA, Gas Supply Committee, Gas Energy Review: Supply and Production
Supplement, Tables 1 and 2 (May 1979); DOE/EIA, U.S. Crude Qil, Natura Gas,
and Natural Gas Liquids Reserves: 1980 Annua Report, Table 12 at page 23
(October 1981).

53/ DOE/EIA, Gas Supplies of Interstate Natural Gas Pipeline
Companies--1980 (December 1981).

54/ DOE/EIA, 1981 Annua Report to Congress, Vol. 3, Energy Projections,
Table 17, at page 70 (February 1982).

55/ This study was published by the AGA on November 6, 1981, in one of
its"Energy Andyss' reports.

56/ NEPP-111, at pages 6-1 to 6-3.



57/ 1980 EIA Study, at pages 87-90.

58/ FUA as amended by the Omnibus Budget Reconciliation Act, Section
1021, Pub. L. No. 97-35 (1981).

59/ April 14, 1982 letter from Dr. Benjamin Schlesinger, Vice
Presdent, Policy Evauation and Andyss, AGA, to Mr. James A. Rooney,
Executive Vice President, Boundary Gas, Inc.
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