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FI}:AL RUI~ 

(Issued June I, 1988) 

I. IN[FRODUCTION 

The Federal Energy Regulatory Commission (Commission) is 

issuing a final rule to address possible abuses in the 

relationship between interstate natural gas pipelines and their 

marketing or brokering entity. The rule contains standards of 

conduct and reporting r;~qui~ements intended tc prevent 

preferential treatment of an affiliated marketer by an interstate 

~--.n-~.=~ e in the provision of transportation services. 

~i. ~ A c ~  

Cn .... e..~e, i~, !996, the Ce~ission issued it~ "Ne?~,'e mf 

AntIctm~.~tl . Practices Related to In,i~ i-'~ into Alleged. ' , -~ 'v~ 

Marketing Affiliates of Interstate Pipelines" (NOI). i_/ The NOI 

was issued in response re several petitions fur rulemaking 2_/ 

I/ 51 Fed. Reg. 41,9B2 (Nov. 20, J986), FERC Stats. & Regs. 
.~ 35,520. 

Ya:itl~.~s ot Hadson 5as Sy_~tems, !rlc. in Docket No. ?uv.g6-19- 
00O, Minnesota Department of Public Service in Decker No. 
P/487-I-000, and Shell Gas Trading Company in Docket No. 
RM87-2-000 . I:EI.C DCCKE[CD 

.... <- 
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af~d s¢~voral specific case~ which had raised the isoue of 

potential abuse of the pipeline-marketlng affiliate relation- 

ship. ~/ The NOI so]Jolted comments on numerous general issues 

related to the Commission's legal authority to regulata pipeline 

l~arketing affiliate actJvlty including the relevance of antitrust 

law, examples of existing aDuses, and possible remedies. One 

hundred and seven commenters responded 

On June 2, 1987, the Commission issued a notice Of proposed 

rulemaking on "Inquiry Into Alleged Antlcompetitive Practices 

Related to Marketing Affiliates of Interstate Pipelines" (NOPR). 4/ 

The Commission noted that the comments received in response to 

the NOI appeared to indicate that no industry-wide standards of 

conduct are being observed and that anticompetitive activities 

could be occurring. The Commission issued the NOPR to outline 

Northern Natural Gas Co., Docket No. RP82-71-00! 6t al., 20 
FER.C ~ 61,~49 (19~2) ~ Mountain ~e! Reseurces~ lnc.~ Do~et 
No. RP86-87-001, 36 FERC ~ 61,150 (1986); ANR Pipeline Co., 
Docket No. RP86-105-000, 35 FZRC ~ 61,400 (19s5); 
Independent Petroleum Association of Mountain States v. 
PaD~and!e Eastern Pipeline Co., Docket No. CP86-584-000, 36 
FF-qC ~ 61,282 ~19~6} ~ ~ou~"ern ~aturai Gmb Co.. DDuke5 Hu. 
CP86-277.-00! et al., 36 FERC ~ 61,275 (1986); Texas Gas 
Transmission Corp.. Docket No. CP86-349-001, 36 FERC 
61,274 (1986); Arkla Exploration Co., Docket No. C186-376- 
000 et al., 37 FERC ~ 51,011 (1986); Southern Natural Gas 
Co., Docket No. CI~6-371-000 et al., 36 FERC ~ 51,401 
(1986}~ Tenneco Oil Co..~_~., Docket No. Ci86-254-000 
al., 36 FERC ~ 6i,599 (19@6). 

52 Fed. Reg. 21,573 (June 8, 1987), FERC Ft~ts. & Regs. 
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practices by in~er~t~to pin.lines with m,~zketillg affiliates. The 

Cc~dis~;icn alas proposed [eporting requirements to provide data 

to reveal where antlcompetit!ve p£actices are occurring. 

In addition, the NOPR discucsed remedies for violation of 

either the substantive standards or the reporting requirements 

contained in the NOPR. 5/ Finally, the NOPR suggested several 

ether approaches for dealing with pipeline-marketing affiliate 

aDuses ~uch as an open sea.on for new transportation authori- 

zations a~id released gas and a "dual approach" in which open 

access :ransportation pipelines could have markctlng affiliates, 

but non-open access transportatlon pipelines could not have 

marketing affiliates. 

The commission received approximately eighuy-two respcnses 

to the NOPR. 6/ In addition, at the request of several 

co;~enters, 5he Co~,~sslon held an Opportunity for Oral 

Presentation on October 20~ 1987. Twenty-five persons presented 

their vlo::z at th~s h~r~n~. 7/ All of the presenters had 

pr~v~ously s~ibmitte~ comments in ~espmnse to the ~o! er the NOPR. 

~J The commission also established by separate announcement an 
Enforcement Task Force to process complaints and resoi~e 
disputes related to marketing af~l~ates. 

~/ The list Of the commcntzrs is included in Appendix A. 

2/ The list of the presenters is included in Appendix B. 

=. 
i _  i i  . __  I - - . _ _  . _ .  
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A. llee¢l F_qr~.~d ~¢~v_eer~g_e. o f  the Rule. 

The oipelinn commenters argue generally that the rule is 

u~nooo~s~ry. They malnta~n that there have been relatively few 

oases of anticompetltive behavior in the relationship between 

pipelines and their marketing affiliates; that those "anecdotal" 

proble~ situations occurred mainly when pipelines were adjusting 

~o the new conditions created by the Ccmmisslon's Order No. 436 

inlt~atlve; and that pipeline transactions with their affilia~es 

were primarily designed tu ease their take-or-pay burdenn by 

developing new means for finding markets for their gas. These 

factors, they claim, indicate that abuses iD the pipeline- 

marketing affiliate relationship are not widespread, and, in any 

case, are declining as pipelines adjust to new conditions and 

ease their take-or-pay burdens. As a result, the pipelines 

argue, there is no need for a general rule, and individual 

instances of abuse can b~ cnn~idsred and resolved by the 

Enforue,~nL Ta~ ~'u~o Or in individual fo~al Commission 

proceedings. 

By contrast, several independent marketers and other 

ccmmenters claim the proposed rule does not go far enough and 

that certain "struct~ral" remedies are necessary. These remedies 

ranqe fro~ re~airing an eutright physical separation between the 

pi;cline'= :taff ~nd the ztaff ef the marketing affiliate to 
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|~'~hibltin~! (i¢a~n~:~ b(~tweel] the pipeline and its a£filla~e~ 

al~ogether, a remedy referred to in the NOPR as "divorcement." 

One commenter argues that pipelines should be compelled at this 

time to divest themselves mf their marketing affiliates, i/ 

Having carefully considered these various comments, the 

Ce~ei~sion remains convinced of the need for a general rule to 

establish snanda£ds of conduct governing relationships between 

pipelines and their marketing affiliates, and to require 

sufficient information to allow the Co~nission and participants 

in natural gas markets to monitor those relationships and to 

prevent ant~competitive abuses. 9/ 

Given the l}mited information previously available to the 

Commission and the public, past instances of abuse were 

necezsarily "anecdotal." Nevertheless, in light of evidence of 

no prior consensus within the industry about what pipelin~ 

marketing a~rilia~e practices were imprope£, Lhu ~peo~fic 

instances of abuse actually adj~dlcated by the Commission, and 

the many allegations ~f unlawful behavior raised to the 

Commission in response to the NOT and presented to the 

E~forcement Task Force since last June, there are grollnds for 

commission concern and Commission action. Moreover, while some 

9_/ 

Yankee Gas Ccmpany, Yankee Resources, Inc., and Yankee 
Pipeline Company (Yankee Gas). 

accordlllg to the trade publication inside FE~C, April Z5, 
1988, nine major ~Fe~..~.~-:- ~--- and ~.. i~ ~i;~ ...... ~ 
reporKed ~na~ volumes o~ gas equal he $3 p~l'cent of ~-:'-~,~ 
transportation volumes were moved or sold by their marketing 
affi!ietes in 1987, 
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~pt:~ino~ h~v¢ ::.qge~tel th,Lt ut)ntlnued Ln~ormal re~olutlon of 

d~s@utes by the Enfor:ement Task Force tTask Force) could serve 

as a substitute tot this rule, the Commission disagrees. In 

fact, the work of the Task Force would have been made far morn 

difficult if not impossible had the Commission not enunciated, at 

least tentatively, standards of behavior that the Task Force 

could point to in its dealings with pipelines and complainants. 

Even some of the pipelines concede the value of having a clearly 

established code of conduct to guide behavior, rather than 

operating without established standards and running the risk that 

pipel~ne practices wo~id late~ be fGund unlawfully discrimina- 

tory. 

Further, while there has been a decline in recent months in 

tha nu_v~sr of complaints o~ prohibited affiliate practices, this 

facK does not argue for d~:opping the rule. The Com~nission has no 

~ay of ~1owlng whether this decline in ccmplaints signals that 

the problem is a short-te~ one that will disappear by itself or 

whether unlawful practices have decreased because of th~ atten- 

tion ~he Co~nission has focused on the issue through tho NOPR and 

~e Enforcement TasM Force. For all these reasons~ and the f~ct 

that pipelines continue bo have economic incentives to show undue 

preferences toward their marketing affiliates, the Commission 

concludcs that a rule is needed. 

However, the Commission does not believe that it is 

i~uu~d~y at ti*is hlm~ tu impose an open-ended information 

collection requirement. Given the possibllity that market 
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r e q u i r e = e n t  s h o u l d  be t h e  s u b j e c g  o f  a r o v i e w  by  t h e  C o m m i s s i o n  

after c~n~ y~ar ,~r~cl at, a~f|rmat!./e Commission decision by December 

31, 1989 on whether to continue the reporting requirements a~ a 

necessary element of the regulatory framework. Accordingly, the 

Co.miss!on is adopting a sunset provision for the repcrLing 

requirement of December 31, 1989. This ~equirement should , r,.ee 

the Commission's need for more information and protect the public 

fcom the possible e×eccise by pipelines Of residual market power 

over ~ramsportation service as the industry moves toward 

increased competition. The Commission is free to find, at the 

end o~ the reporting requirement period which expires December 

31, 1989, ~hat there is 3 need to extend the reporting 

requirement. 

At the same time, the Commission finds no basis in the 

preaent record for adopting the more radical "structural" 

r~medies o£ divu~c~ment and divestlt;~re. In view of the decline 

in =he namber of complaints, there is no reason at this ti~e to 

doub~ the effectiveness of the a@proach Droposed in the NOPR. 

Structural rem~4ie~ that could impede the ability of affiliated 

marketers to compete may reduce the choices available to buyers 

3nd sellers of gas for m~'~ing gas in the marketplace. Several of 

these have filed eumme~%ts expressing their support for the 

continued availability of marketing services by pipeline 

a~filiates. Such structural remedies should be adopted only 

i 
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a,,~ieu:-:pe~iv~ ~)ract~,:e&. :~0 uuc|~ showing ha~ been made on this 

record. I0_/ |{0%:ever, t~e Csmmission reservez the righ~ %o 

conzider and impose such remedics as divorcement and divestiture 

~n s~clfic c~se~ wh~ro the circumstances demonstrate they are 

required. 

2 .  Applicability o f  the rule_. 

a. ppr~ub_~j~ ~ rule. 

The Comm:sslon prupused ssandard~ of cond,~ct end repertln~ 

~eqdire~ents that would apply to any interstate natur~l gas pipe- 

line that is affiliated with a marketing or brokering entity, ll/ 

Several commenters ask the Co~m, ission to define marketin~ or 

brokering entity. Some commenters are concerned that the term 

,,marketing affiliate" 12J is too broad. They argue the term can 

include affiliated gas producers, affiliated local distribution 

companies, and affiliates such as gathering companies, intrastate 

pipelines, Hinsnaw pipelines, joint venture partnerships, and 

~0J However, see discussion below of the special p~oblems raised 
by selectlv~ discounting. PP. 23-26. 

ii/ To determine affiliation, the definition in section 2(27) of 
the l;atural Gas Policy Ac~ of 1978 was to be applied. Sec. 
2f27) provlde~ "It]he term ,affiliate,' when used in 
r~iation to a person, mealls another person which controls, 

---~ ...... hi, or is under common control with, such 
person." The NOPR also stated a I0 percent voting interest 
shall be a prima facle Indlcl[um] of sufficient "control" to 
satisfy the ~|GUA definition Of "affiliate." 52 Fed. Reg. at 

21,585. 

~ '  Propo&ed ~ 16i.] and 250.I~(~. 
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...... ,.. ~;'..;&;.,..v ' ..... ; ....... ' ~ ~*.~..:t~::; :;[:lcc tho:;~' ~ll~:.t io:x ~,~%rke t" 

• ~nd ' ~- )'e • .. :).~,.! Batu~'a[ ga:~. ~-)J 

...e.,e commenters ask the Commlsslon ~o exclude certain 

pipeline ~.tffiliates from the rule: intrastate pipelines, 

gatherers, |ocal ~istributlen companies, and producers l.~/; an 

a~flliated production company that brokers gas through pipelines 

with which it i--" not affiliated, sells gas of other working 

interests in a joint venture, oz" sells gas for ~ separate 

affiliated production company ~5/; and any ar[iliated pipeline 

company that can show a minimal buz:iness relationship with a gas 

m~rketing entity affiliaued solely through tom,on corporate 

c.wn,rship (commor, parent). 16_6_6_6_6_6_6_6_6_6/ 

some co~u~entsrs state that all pipeline affiiiahes -- not 

just marketing affiliates -- ~hould be included in the rule 

because the potential for abuse of the plpeline-affiliate 

relationship is the same whether the gas being transported is 

ii/ 

16_/ 

.~'_~-q e.~x, Affiliated Gas Producers (AGP), Eastern Kentucky 
Production Company (Eastern Kentucky), Arkla, Inc. (Arkla), 
Nor~hw~'~ ?{ps]~ne Cerporation (Northwest), Tennessee Ga~ 
Pipeline Company (Tennessee), a~d Tanngasco Corporation 
(Tennaasco). 

S~_9_~ e.~., Tenngasco, AGP, Eastern Kentucky, Arkla, 

Gas), and Indicated Producers (TP). 

Easteri-~ ;[entucky. 

~'~R Pipeline Company (ANR). 
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:.;:,.,,:~. ,,,~ ~. :,.,' l.l, c~,- hl'e}.el'e*l, by &:l~e uip,,Ikno'D ~arkoting or 

~zc ..... ig affiliate. 17/ 

The Comg.~ission ag,--oes with th~ commenters who state that the 

potential for abuse of the pipet.lee-affiliate relationship exists 

whetller the gas b~i;lg transported is owned, brokered, or sold by 

a piDellne's affiliate. The Col~mission is concerned with a 

transactisn conducted on a pipeline that benefits the pipeline or 

the corporate group of which it is a part. In such a 

~:::~.nc~io,, there J.s an eoonol~ic il',cei~tlve for ~'~.,~ p~Ine~-~' to 

a ~ , ~  p~p-_.ne can conduct a ~avcr the traes=ctiol~. Any ~:~'~^ of a ~ ~4 

transaction which benefits the pipeline or the corporate group cf 

which it is a part. %;hus, the Commission is "%or exemptin~ any 

affiliate of a pipeline that markets or brokers gas, unless the 

pipeline does not conduct any transactions with the affiliate. 

The Commission believes this approach is preferable to clefining 

marketing or brokering entity. A definition may be too 

restrictive to ir,ctude all the different types of ma--ketil~g and 

brokering arrangements. 

There are commenters who m, ~ .~ ~ .... ~ .- ~ ~n A,,:'~ and 

reporting requirements in the NOPR should apply to additional 

~ntz~%~s such as large producers and the Jr marketing 

affiliates l~/ and to all marketing entztze- ~, no matter wnetner 

~@~ _e~_q~, ~merical P&pe~ Institute, Inc. {API), United Gas 
Pip~ Line Company (United), and Ohio Gas Marketing 
Corporation (Ohio Gas Marketing). 

i~ United. 
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r~:le will De t~e same for' all..~)~ Some commenters claim the 

rule Dhould cover intrastate pipelines to prevent circumvention 

of its rcqoirements l(}_/ and interstate pipelines not affiliated 

wi~h marketlng entities to keep costs uniform for marketing 

entities and to apply tariff requirements equally. 

The Commissian will not expand the rule to cover additional 

entities such as producers and pipelines without marketing 

~:~:,~ .... other entities such as intrastate plpe]ines. In 

com~ instances, the Commission does not have jur{.sdict~on over 
. . . .  k 

the entities suggested to be covered by the rule, or has very 

limited jurisdiction. In any event, in ::he absence of evidence 

of abusive practices and in light of the availability of 

complaint procedures for aggrieved persons, the Com~,ission does 

not believe extensions of the rule to apply to entities other 

than pipelines with marketing affiliates is warranted at this 

time. 

Some conunenters believe the proposed rule does apply to 

pipellnaE without marketing a~filiates. They cite the tariff- 

related stand.~irds, the nontariff standards relating to 

con£irMaticn of sales of released gas, a log of contacts with 

shippers, and written procedures to show ho%~ prohib£ted practlces 

I~" Williams Natural Gas Company (Williams). 

Z-q/ Producer Associations and United. 

l~/ United and ~latural Gas Clearinghouse, Inc. 
Clearinghouse). 

(Natural Gas 
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,%~c,*L'~e or potent:ally a~plicable ~o interstate pipelines 

• ,,nether or not they have marketing afflliates. 22_/ 

The rule does not apply to pipelines without marketing 

af~illatou. The Commission's proposed rule sSates that it would 

apply to any intorstate pipeline that is affiliated with a 

mar~,eting or brokering entity. 2_// The Commission has retained 

this approach. 

Some co~enucr3 ask the Commission ~o exempt certain 

p~pai~;~:; wit~ marketing affiliates fr~-m the re.4~airements of tb~ 

tale. These commenters cite instances in which they believe 

there Is no pozuibi!ity for abuse of a pipeline~l:~arketing 

affiliate relationship, such as where the pipeline is minor, 24~!/ 

user-owned, ~5/ or does not provide transportatlon services to 

its i~arke~ing affiliates. ~ The commenters arque that in these 

situations there is either not eneugh transpcrtation capacity 

involved to hava competitive significance or there ks no 

arrangement for transportation between the pipeline and che 

af.~il!ate. International Paper Co~,.pany suggests t.~.at for ~er- 

2_2~/ Williston Basin Interstate Pipeline company (Willlston 
8~sin) aud American Gas A~sociation (AGA). 

Proposed §§" 161.i and 250.16(a). 

2_~/ Iowa P,/blic Ser"dlce Company (Inwa Public Service). 

Xnternational Paper Company. Such pipulines transport on 
behalf of themselves or industrial entities wish which they 
are afflliate~. 

2if/' A t k ~ a .  
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tl~e tnroughpue .91 the pipelil~c is consumed by the pipeline owner 

or its affiliates. 

The Commission ng~'ees with the comments £hat there is no 

p,~g&ibility ~or abuse of the plpeline-marketing affiliate 

re)ationship where the pipeline and marketing affiliate do not 

conduct any transactions with each other. The Cc~ission, 

therefore, is exempting pipelines that have marketing or 

brokering entities if these pipelines do not conduct ~ny 

transactions with their af~i!iated market iDg er b ...... in:. 
% 

entities, t;evertheless, the Commission emphasizes that any 

e::emp~ed pipeli~]es must immediately come into compliance with 

these reg,/latlons as soon as they conduct any transaction with a 

marketing affiliate. 

b. Test fo~ a(~iliation. 

The Commission proposed a test of a I0 percent votlng 

in=crest as a ~ f-~ indication of sufficient control to 

satisfy the definition of affiliation. $~7J Some commenters state 

that the ~0 percent test for a£filiatio[~ is tu .................. 

view~ this test would unintentionally incl~Ide minority investment 

interests that are not controlling. Instead riley propose there 

should be a presumption of control if the ownership interest is 

!'U 
For purpcses of ~curitle~ laws, a i0 percent voting 
interest in a public-utility company establishes the 
~-~,m,~;mn that a company ~s a holding company if it 
controlg or owns the interest or that it is a subsidiary if 
the intecest is held by a holding company. 15 U.S.C. 

~9b(7) al~d (8). 
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ownership by a cummon ~aront. 2~)/ 

The Commission believes a 18 percent voting interest may 

create a great enough financial interest to influence a 

pi|~line'5 transactions with a marketing affiliate. The 

Commission concludes, however, that a strictly numerical test may 

be too restrictive to encompass the many different kinds of 

corporate arrangements that result in common financial intcres[s. 

It is thus adepting a definition of control which emphasizes "'~-~,,= 

at~thority to direct or cause the direction of the management or 

policies of a business entity rather than a percentage of 

ownership or voting rights. A I0 percen~ voting interest, 

however, creates a rebuttable pres~!mption of control. 

The CamP,ission will also examin~ on a case by case basis 

situaticns in which a pipeline and a marketer are not technically 

affiliated but the pipeline has a beneficial interest in the 

marketer or a thLrd party has beneficial interests in both a 

marketer and a pipeline, in keeping with the decision in Mi_dw__e_s_t 

~<~_U .... A~soc!a%io~ v. F ~  ~ 9 _ /  in which ~he court emphasized 

that entities may not be dealing at arm's length if their 

~_/ D;e.sterr Gas Marketing i.td. (l.lestorn Gas Harketing). 

+3C 2' b11dwes~ Gas U~ers Association v. FERC, No. 86-'140 (D.C. 
Cir. Nov. i+;, )9~I). 
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,.,::~.,..:~:: ........ ; :. ,,~ "q1' [|: tl%e co)numb: interests; o[ a 

pipe!~ne and a ;2arketer do coincide even though they are net 

tecnnic~lly a~filiated, then the Comma ..... bAlleves th~ :.~c.~m;- ~ le 

may give the marketer prefereDtial treatment. In such a case, 

the Comm[suion ,nay appl~ the re~L11rements of the rule in an 

individual preqeeding or other provisions of the statutes and 

regulations it aaministers, as appropriate. 

c. Transactions covered by the ru!@. 

The Commission proposed ~he provisions of the rule should 

a~l~at6~, and, In some instances, to apply to markatlng ~ = ' ' ~  - 

shippers or persons requesting transportation servics. Producer 

Asseclatlons urge that the rule apply to all transaction~ engaged 

in by a pipeline and its marketing affiliates whether the 

affiliates are acting as shippers, brokers, or in any other 

capacity. 

transactions engaged i:, by pipeline marketing affiliates, no 

~atter what their role. The possibility of preferential 

t~'eatmenZ exists whether a marketing affi!iato is involved in a 

t~ansaction ~s a shipper or a broker or in some other role. The 

final rifle therefore covers "transactions" between pipelines and 

marketing affiliates. 

-'-lip op. at 2=.-26. The court enjoined the Commission to 
~xamine the "significant and determinative economic ~act[s]" 
,J£ 5h~ ~LkLil..== Involved. 
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1'hr: Cured:ill,ion plopos,.'d i uL~Jning the "first s~le" statu.& of 

s-~les by pipeline marketing affiliates, 3_2_/. codified in 

§ 270.2u'~(c) of the Commission's regulations. ~_~_/ As a result of 

such status, affiliate sales of certain NGPA categories of gas 

are not ~ubject to :.~atural Gas Act (NGA) jurisdiction. 3_4_/ If 

the Commission were to treat these sales not as a "first sale," 

it WO,li~ have to l'evJew the a£filiateOs charge for these sales 

under section 4 of the NGA. The Commission proposed to retain 

"first sale" status for affiliate sales because it believed it 

could prevent affiliate abuses hy regulat'ing the pip,=lines and 

would no~ need to regdlate marketing affiliates. Moreover, 

maintaining the "first sale" s~_atus of sales by marketing 

affiliates prevents possible circumvention of NGPA ~,'.axi,.~',u.,n lawful 

prices by pipelines. 

~J 52 Fed. Reg. at 21,583-21,584. 

18 C.E.R. § 270.203(c) (1987). That section provides: 

(c) fJ, r.~umve~tion r~:le for ce~r~5~_~ 
~ .  Any sale by an affiliate of an 
interstate pipeline, intrastate pipeline, or 
local distribution company, ... is that 
affiliate's first sale under the NGPA unless 
the Cummission, on application, deter 
mines not to treat such sal~s as a first sale. 

The categories of gas for which first sales ~re not subject 
to the Natural Gas Act are those define0 in NGPA sections 
IO2(c), 103(c), and 107(c) (I) - (4), 15 U.S.C. §§ 3312(c), 
3313(e), and 3]17(c)(i) - (4) (1982). 
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• ~ . . . .  t , ' :  Who , ~ d d l ~ e ~ ; s e d  thi:~ issuC 

agree with the Commission's propo:;~*l to retain "first sale" 

status for pipeline marKoting affiliates. Sol~e co,reenters argue 

that without treedo~t from price regulation, markoting affiliates 

coul4 not comDete, that affiliates promote cooL, petition, and 

~;hould have the right to compete on an equal footing with non- 

affiliated marketers. 15_/ 

Minnesota Department of Public Sere'ice believes that 

marMeting affiliate sales should not receive ':first sale" status 

and those sales should De rogulated. '£nis commeDter argues that 

the nonregulation of affiliate sales allows a pipeline to spin 

off its merchant function completely and to charge unjust and 

• Lastly, it =nrc~o,.-ble agency rates or fees for its services 

-~ ..... pipeline to segment ~ market to the advantage of fuel- 

switchable customers and the detriment of captive custDmers by 

releasing low-cost gas rese~les through an affiliate to serve its 

fuel-s~,itchab].e customers. When this occurs, the pipeline's 

captivc cus~omez's lose their long-term reserves and are denied 

acccs~ t~ a meaningful substitute for t~e firm, long-term, and 

low cost supplies. ~_~ 

For example, Texaco, The city of Willcox, Arizona & Arizona 
Electric Power Cooperative, Inc. (The City of Willcox & 
AEPCO), and PSI. Inc. CPSI). 

The Maryland People's Counsel believes that only a non-Order 
A36 pipeline can segment the market in this manner. It 
states tI~at the parent corporation will direct she lowest- 
cost gas purchases to the marketing affiliatc for sales to 
~he comp=tltlve Market, leaving the higher priced gas to the 
regulated pipeline [ur its system Supply. 
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marketing ~i~ili~,%e:~' sales. As noted, ~here ~s i~]suffiuien% 

basi3 in t~= record for doubting Zhe effectiveness o~ the gcnzral 

approach procosed [n th~ NOPR for dealing with pipeli~le marketing 

affiliate abuses, a~d there is no basis for adopting an approach 

that could !mpalr the aDiiity of m~rketin~j affiliates to compete. 

The Commission believes that all marketers should be allowed to 

compete on an equal footing. 3// This way there will be mere 

competitors in the marketplace and both producers and consumers 

will have ~he benefit Of 9~eater eptions in terr..s cf supply and 

rates. The Commission appreciate,~ the concerns of the 

commenters, but believes that it e~n prevent pipeline marketlng 

affiliate abuses through the standards cf co,~duct and the 

information collection requirements promulgated in this 

rulemaking and through its enforcament pe!icies. 

2. ~:ariff-related ~tandards Qf con_duct. 

The Commission proposed certain standards of conduct related 

to tariffs. ~ Section ]61.2 of the proposed rule req~/ired 

pipelines with marketing aff~!i~tes te impler.Lent all tarif~ 

provisions in a uniform manner; enforce tariff condiu[ons 

iZ/ However, the Commission's desire to have independent 
marketer~ and pipeline affiliates compete on an equal 
looking has resulted in a decision to limit to pipelines 
no~ng biankec certlficates the authority, to grant 
selective discounts to a marketing affiliate. See 
discussion below, pp. 23-26. 

Prcpos=d § 161,2, 52 Fed. Reg. at 21,585-21,586. 

I I I I _. 
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affili,~tes; re(rain fro= providing marketing affiliates with a 

higher scheduling and curtailment priority for less essential 

service rn:~t would ordindrily have a lower priorityy specify in 

their tariffs what info;.'matlon and format constitute a valid 

request for transportation seL~ice by shippers; specify in their 

tariffs a specific period of time or specific milestones for 

processing requests and process all pending requests in 

accordance with these specifications; and refile their tariffs to 

mee~ these standards. 

a, [ID~form. eD2oqrcem~nt .Qf tariffs and strict 
eD~ce~e,t of tariff conditlon~. 

The Commission proposed that an %nterstate pipeline with a 

marketing affiliate implement all tariff provisions in a unifo~ 

mdnner and strictly enforce any conditions that are re~Áireq by a 

tariff for marketing dffiliates as well as nonaffiliated 

marketers. (Proposed § 161.2(a) and (b;.) Several conunenters 

argue that pipelines bhould have discretion in applying uariff 

provisions. 3_~g s Tenngasco claims it is industry practice to 

allow mlno~ variations in the implementation of tariff provisions 

in order to provide participants, both affiliated and non- 

affi~la~ed, a degree of flexibility. 4_~ For example, there 

3_~9' ~ .~x, Northern InQJ.ana Public Service Company (NIPSCO). 

4~:)/ Se~l_D_q Hadson Cas S','=tems, Inc. (Hadson) ("Equal or 
comparab)e application of the tariff is the chjective, not 
necessarily 'strict enforcement' .... ") and remarks of 
City of Wi!!cox, & AEPCQ. Oral Presentation, Oct. 20, 1987, 

(centinued...) 
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.,!~e~, c[" qu,~li~7 s p e c l t i o a t ! o n s .  Tennga~co asks the 

Cc~mis~;ion to ~rovido only that pipeline~ implement tariff 

provJnion:; uniformly for all shippers and others using their 

~&tcms. Several commenters bell,3ve t!%e purpose of the provision 

should be to ensure that tariff re,?|irements a:e applied in a 

nondiscriminatory manner. 4_)y 

in general, the Commission does not agree that a pipelit~e 

should have discretion in applying tariff provisions unlesc there 

is ~iscra~ion in the provision itself or in Commission 

regulationo. The Commission intended the proposed rule requiring 

the uniform implementation of tarifZ provisions (proposed § 161.2 

(a~} to ~eq~/ire pip~1~no~ te t~'~a~ ~milarly s~e:~ed ~hippers 

and others u=ing their system in a simila~ manner when a pipeline 

has discretion in the application cf a tariff provision, If a 

pipeline wants to waive a tariff provision, it must apply to the 

~or& .... zon for permission to do so. 

NIPSCO ~aintains it is unrealistic and uneconomical to 

impos~ the same obligations on marketing affiliates as on 

independent entities to establish credit worthiness or make pre- 

payment sufficient to guarantee viability. In additzon, this 

a._q/(,..continuad) 
Transcript at 102-103. This commenter states penalties were 
waived by. a pipetine when a generating unit became 
u.,cp~r~.~...al. They sta~e t~e rules shs~lld permit waivers 
of tariff rules as long as it is done fairly. 

4_I_/ See e.u.. ~;illloms. 
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.... ' ....... : P[I:'] in~ c,:liIzot treat a{filiatos ;,~d ~on- 

~f~iliate~ ,,'itn the same t lexiDility with regard to receipt and 

delivery points because the receipt and delivery points of the 

a~fi!iate ~ire ,,Iready familiar to the pipeline and better match 

the delivery requirements of the pipeline. The commencer asks 

the Commission to d~sign shortcut, processing requiremenss for 

affiliates rather than condemning the ec.~nomies inherent in the 

pipel ine/affil late situatien. 

The Commission disagrees with the commenter that At is 

affiliates. The Commission intends this rule generally to create 

equivalent conditions for all marketers, both affiliates and non- 

affiliates. Marketing affiliates must satisfy pipeline tariff 

requirements for requesting transportation in the same manner as 

nonaffiliated marketers so that all marketers face the same 

reguirements in makihg transportation arrangements. 

Several commenters clai~,1 " ~ 4u - plpe .... e~, have selcctivel:,, enforued 

penalty provisions in tariffs. °h_ Maryland P~oplml~ Cnut~sel 

argues pipeline tariffs should provide that marketing affiliates 

will be charged the same penalties and fees that are charged to 

non-,ffiliates. Two commenters address pipeline discrimination in 

fav~ nf chair affiliates with regard to balancing penalties. 

Tne~ state pena!~y payments ma~e D: ~ an affiii,~u~, are an 

znt~acurporace transfer of funds that has no overall impact on 
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e~,.,.,:; lh.il lh.' t,,~,*l c~L};o~'al.u ~-'ntity O1' whlcl% tl~e pipeline and 

£hL~ at! i l~ :t~' ,~r,," i p.lrt lo:;es no revenue wl]en the affiliate pays 

pel~,llty an, l i:; enriched by the amolmt of no:~af/iliate 

p,.~n.i|ti~.~:;. '['he~'ofcre, the:;o commenters argue pipelines ShOUld 

re: b~ |flowed to retain penalty payments made by an 

affiliate. ~ They suggest that penalties and fees be flowed 

back to cu~£omers via Account 191 ~ ancl that balancing 

penalties be replaced by charqes based on the costs a pipeline 

:ncurs due to imbalances. ~/ 

The commission agrees with the commenters that penalties and 

fees must be enforced against marketing affiliates as well as 

a~a~,n~t nonaffiliates. The Commission is requiring the strict 

enforcement of tariff conditions whers there is no discretion in 

their a,np[icatien. The Commission believes fee and penalty 

provisions come within this requirement. 

With regard to a penalty payment by e merketing affiliate, 

the Com~ission agrees with the commenters ~hat such a payment is 

an intracot'porate transfer of funds. The commission examines 

penalty p~yments in the course of a pipel!ne's rate proceedings. 

If the Commi,-'sion determines the circum~-tance~ warrant such 

4?./ ohio uas Mar~e~ing. 

M,~ry[af~d People's counsel and Ohio Gn~ Marketing. 

4~/ Maryland People'~ Counsel. 

!5/ Ohio G;,s Marketlt~g. 
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+:.~,.:+-, ~%, t:.,' +,+~,tlt~ .... ~i] b,: cLvd£1.t:d to tl%e p%pellnc''c 'c~mt 

~t s~t"J~ce ::hich+ in t~:rn, de(:re,~ses t~e rates of ~Ii pipeline 

cu:~to:~r~. The Comr,~ission believes the suggestion to flow back 

marketing affiliate penalties and fees to customers may have 

merit. The Commission may consider such an approach on 6 case- 

by-case basis, in rat~ proceedings for pipelines which conduct 

transactions with their marketing affiliates, or possibly in 

another generic proceeding. 

Several commenters express concern over the use of selective 

di~zountin 9 by pipelines tc 5aver their marketing affiliates. 

Conso].idated Edison Company of New Yor~ (Consolidated Ediscn~ 

asks the Commission to make it clear the requirement for uniform 

application of tariff provisions applies to discounting or to 

adopt a separate provision dealing with selective 

discounting. ~ Hadson believes pipelines shc~lld be prc, hibited 

from selective discounting in favor of any unregulated affiliate 

in order to prevent abuses such as affiliates making below cost 

sales of gas. 9~7 t 

Consolidated states the cost of transportation rate 
discounts ~o the pipeline is inconsequential by comparison 
with the opportunity for unregulated profits if discounting 
to an affiliate drJ.ves out competing suppliers a~d allows 
the affiliate to become the dominant supplier in the 
pipeline's market. 

Hadson cites a portion of the submission of Transco Cjz 
Company on the NOt in this docket (Exhibit 5J to Appendix A 
of Transeo's ~OI comments). Hadson states this submission 
indicates Transcn's unregulate3 affiliate TEMCO sold gas 
below ~ts costs zo~ ~ve out of tile seven off-~eak months 
from April to October of 1986. 
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~;,..,,, .. J, ,li ;'.:.;I,I::.ng 1 : :  T~c'p~|t~ed ~.tl'~dL~r tl:e Commi--siol%~s 

r~!gui.~tL~tJ~ Ioi pipi:Ix~,:~ Lc'an~pu~tiI*g gas under Part 284 of the 

Coc~miusicn's regulat~.ons. ~ Selective discounting was approved 

by the court in An~oc_iate,] C~n__________=~ D~i~tr____~bL_jto~rs 

While the Co~nlssion has approved the grant of selective 

discounts by pipelines, subject to certain safeguards, it has 

recognized that selective discounts for pipeline affiliates have 

the potential for giving rise to undue discrimination. To 

prevent such discrimination, the Commission has limited selective 

,~,=_,_,u,~.~,,g to pipellr, c& ~hat -:" "" open .... " - - '  " u~Le~ acceLs ~t~h~pOl uu~lO|~ 

,,.n--r"~ .m~-~... 2S¢, ,.,•~'"; ,.~.~-" rcqu'red" pipelines to file with the 

49/ 

18 C.F.R. § 284.7(d)(5) 
(6){xix) of this rule, 
reporting requirements. 

(1987). S~e also new § 250.16(b) 
relating to selective discounting 

A~soc~ted Gas Distrih~Jtors v FERC, 824 F.2d 98!, 1009, 
1910 (D.C. Cir. 1987)• The court held generally that 
discounting is not unduly discriminatory and, in particular, 
that discounts in favor of a pipeline's gas trading 
affiliate ~re not per se unduly discriminatory. The court 
upheld selective discounting as long as its application 
conforlus to sections 4 and 5 of the NGA, 15 U.S.C. §§ 717c 
and 717d. The court stated that if a pipeline qives i.ts gas 
trading affiliate discounts identical to those given to 
unaffiliated parties in identical circumztances, the 
discount would not be unlawful merely on account of the 
affiliation. ~ee also Order No. 436, FERC Statutez and 
Regulations, Regulations Preambles 1982-1985 ~ 30,665 at 
31,546 ("[A] pipelln~ may not offer a discount to its 
affiliate simply because of the affiliation. This would be 
a violation of the prohibition against undue discrimina- 
tion."): and 31,511 ("IT]he Commissien finds that 
transportation tariffs, terms and conditions, including but 
not limited to p~ces, mlnJmum volume or operational 
requirements, or schedules, that are dcuigncd to favor 
pipeline affiliates over non-affiliated shipper& are 
preferential or undi,ly discriminatory prdctices under this 
rule."). 
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in~g.r~:,tc:~l l >~ '~o t l : ;  to C~,~i~I~g~ ~uch discoloring. ~q~ continue to 

bclleve ubat compet~t!on In transportation services, reporting 

requlremcnt~, the additional safeguards adopted in the ~Jet,? 

ru~e, and acti'Je enforcument efforts will deter anticompe~itlve 

behavior by pipelines holding b~nket certificates. Such 

pipelines are open to all shippers and must ramain open until the 

Commission grants an abandonment. They thus make a long-term 

commitment to nondiscriminatory transportatlon to all shippers. 

Pipelines o~erating only under section 311 offer no 

comparable a~surance that the discipline of competitSon will 

discrimination provided Dy selective discoumting to an affiliate. 

Section ~iI pipelines are not open to all shippers en a 

nond£scrlminatory basis; they provide service only on bewail of 

local distribution companies and intrastate, pipelines. More 

important, since pipelines may cease section 311 transportation 

without commission approval, they make no lol~g term commitment to 

under-take even this llmitee fo!-m of transportation for others. 

Therefore, with section 311 operations Bhez'e i& limited 

competition for discounts, limited aval]ahility of discounts, and 

limited awareness by marketers of the discounts available since 

only som~ shippers may receive those discounts. Further, since 

• ' ' ~  ~ ~ = long tez-m commitment to provide section 311 p.pe.i.,e- ~..a}:e n.D 

open transportation, they have an opportunity to manipulate the 

use of selective discounting in an unduly preferential manner. 

~ I ~ I I  I I I I I . . . . .  I r I I J I , I  l l  ~ ~ . - -  r I I I L  . . . .  I i I . . . . .  I I I 
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,,',-,'. e;.;,~:-~',h', pi.~:¢'? b~c'~; c~;uhJ ¢'iv,., . il di.~count to an afL iilate 

..h~.~. th~' we~'a unG~r~aI.£~Ig sect~o!l 321(a)(~) transportation and 

then atc.p " ....... ~= .... ,, ~a; (1) so that they would 

D~t have to r,,ake comparable discounts to non-affiliates. 

'rhun, s~nce the transportation provided by section 311 

plpeline~ iS only partially policed by competltion and the 

potential for abuse of selective discounting is significant, the 

Commission is conditioning selective discounting on a pipeline's 

acceptance of a blanket certificate under Part 284 of the 

Commission's regulations. ~ If a pipeline has not accepted a 

blanket certificate under Par~ 284 it may not charge, in a 

transaction involving its marketing affiliate, a rate tha~ is 

lower than the " -~ rate hlgheo~ it charges in any ........ ~ctl. not 

involving its marketing affiliate. 

b. ~chgdul~n q add cu~-t~Imen~, p~io~j~y. 

The Commission proposed that tariffs of pipelines with 

mar}-e~ing affiliates must not provide ~T, arketing affiliates with a 

h{.gner scheduling and curtailment priority for "less essential 

service" that would ordinai'11y have a lower priority. ~3/ 

(p~-opozed § 161.2(c).) Several commenters ask the ComInission to 

delete or revise this se3tlon. These co.melters ask the 

Commission to define the term "less essential service." They ask 

how priorities are to be determined and whether the section 

~_~/ i~ C.F.R. Part zS~ (l~ST). 

~!/ Proposed 161.2(c), 52 Fed. Re~. at 21,586. 



[9880628-0247 FERC PDF (Unofficial) 06/01/1988 

lJ~ck.Tt i:o. ¿{,4:i';..:~-()~i~i - 2"] - 

o h , ~  -" , "  ¢;~:!y bt:t:~r;.?n ~ [ t ' m  and ii~t,~r,lptiblo service or 

. . . . . . . . .  ~ ~ l i . ,  5 2 /  

Entrade Corporation (Ent£ade) claims that pipelines have 

blatantly favored their marketing affil~ate~ in the past by 

giving the:, higher ~cheduling and curtailment priority. This 

commentet believes the Commission must promulgate a regulation to 

prevent a reversion to these practices. ANR suggests that the 

Commission require pipelines to file tariff provisions specifying 

dehorn. ...... 
the manner in which scheduling and curtailment will be - ~- ~"~ 

by the pipeline and prohibit pipelines from giving scheduling or 

curtailment priorlty for marketing affiliates contrary to the 

pFiorities granted in the tariff. 

Pipelines are prohibited £rom giving thei~ marketing 

affiliates scheduling and curtailment priorities simply because 

they are affiliated entities. In this rule the commission is 

requiring a p_pe~ne to process requests for transportation in 

the order received and tc process similar requests in a similar 

.. : ~rom ~iving a marketing 
manner. A pipeline ~ preh~b{teO 

affiliate priority in scheduling both by this rule and the rules 

and orders under Order No. 436 and Order No. 500 which were 

promulgated and issued pursuant to sections 4 and 5 of the NGA, 

and section 2if(a) (I) of the NGPA. In like manner, a pipeline is 

prohibited by this rule and other statutes and regulations 

52/ Iowa-II!inoJs Gas & Electric Company (iowa-Illinois), 
NIPSCO, APt, and H,,dson. 
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,i:Ir:~n~:~t~vd b~ ~h.'- CoDnh;&~on [rou £avcring marketing affiliates 

~d~on it imposes curtailments. 

The Commission believes it is deslra£1e to promulgate a 

regulation ~u encL~r~ that mar)~Gting affiliates ~e not 7Jven 

schedt, Iing and cklrtailment priorities solely on account of their 

affiliation with a pipeline. The Commisslon is eliminating the 

phrase "less essential service" because scheduling and 

curtail~ent are not dependent on the essentiality of the service. 

c. Va~d transpe~:at~oD ~e~lest. 

The Co~mission proposed that tariff provisions of pipelines 

with malketing affiliates must specify what information and 

fob--mat constitute a valid ~equest for transportation service by 

shippers. (P~opcsed § 161.2(d).) 

E! Paso Natural Gas Company (El Paso) supports the 

proposal, stating the requirement is already part of its tariff 

which we~t into effect on Cor,~ission approval of its order No. 

436 settlement. Texas Gas Transmission Corporation (Texas Gas) 

believe~ that information which is within the knowledge of the 

shipper or supplier that is required in the proposed 

nransportation request log should become part of the information 

necessary to constitute a valid request. Otherwise, tLis 

commenter believes a pipeline would De under threat of severe 

venalties for failing to report information which shippers are 

net require~ to submit. Finally, Minnesota asks the Commission 

to issue standard procedilres for requesting service on pipelines 
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AO is discussed more fully below, the Commission is 

requiring the i3~formation in the trnnsportatlon request log to be 

filed only for transactlo~s in which affiliated marketers are 

Jnvolvnd. The CommissLen be]loves information in the log ~s 

essential for monitoring a pipeline's conduct with regard to its 

marketing affiliates. Accordingly, the Co~mission is requiting 

valid transportation request to include items of information 

within the knowledge of the shipper when a marketing affiliate is 

involved in a transaction. These items include the affiliation 

of the requester with the pipeline, the pipeline's affiliation 

with the person to be provided transportation service, the 

supplier'S affiliation with the pipeline, the producing area of 

the source of the gas, the state of the end user, and whether the 

gas is being sold at a loss. A pipeline will thus have the 

information ~hat ~he rule requires ~o be filed with the 

Co~Lis s i on. 

A~though the commission does not believe that r.his Final 

Rule should establish only one ~tandard procedure that customers 

would use in order to make a valid transportation req~est, the 

commission notes that it has established general requirements in 

individual pipeline cases under Order No. 4~6. Those general 

requirements ha9e been " ~tended, in pai-t, to respond to concerns 

similar to those of Minnesota. The Commission declines, 

I I . • 
, - I =  I . . . . .  

I I  i i i  
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d. l.roFos_e:l__~roce.~s [n%t of ~qdl_n~[_ r~q!leG.t.~ 
accqrd[D_g~_~ tQ tim_e periods or milestonv~- 

Th~.n scction, pro~,csed § 161.2(e;, is included in the 

discussion below of p,~,~==~ ~ ~'~''~.~), ~--~,-~ ...... 

tran%~ortat lon rec=~/est s. 

e. Propos@d ref=il_~Dq of tar~ff__s. 

The Cc.-.,m~sion proposed requiring pipelines to cef~le their 

tarifts ~o ~hat all tariffs are i~,plemented in a unite,era manner, 

st--ictly enforceJ, contain no h.gher sc.~.edul~ng and c,Jrtai [.~ent 

9rio[±ty ~or ~arketing affiliates, staze what constitutes a va][d 

tran_~portation red,zest, and provide criteria for the processing 

of req~le:.t3. (Proposed § 161.2(f) .~ 

Sevaral co=~:~e~te[-s object to the refiling uf ta~'it'fs. The 

City o~ Willcox & AEPCO states that undel- gec~ion 5(-~) of the 

and until it has found -~pec~.fic provis~cns in the tariffs to be 

'.n ~u~t " " l  . . . . . . .  " . . . . . . .  - . . . . .  

to be just and reaso~.nbl~ C.tner ob)ections are that it t.~ 

:: ~pe~n~5 Lar:.ff ~ , £ ~ , t i ~  ~nc: u u ~ : ~  . . . . . . . . . . . . . . . . . . .  ~,;e ~ , , ~ , . ~ , , ' ~  ~ r , . - -  .. ~ LT.e p 

related s~an~ar~s <f ~.,._~.~.--,-- ...... ~ M~u.~taln Fuel Resources, inc. 

S 

I I I 

'l 

i 
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aS;] Q~.IC:;Z,Jl ~ ~ ~c:,'" ' ..... "l ~ . j,~. ;l:s,: ̂  ,, .... 

r e [ , l £  = h e  e n ' c i r ~  t,~l it~ a r , ~  ; ; b e r b e r ,  ' . :~.on r e f ' l i l . g ,  C o ~ r .  i s . ~ i o n  

~ .,,~.- ba~;cd ,n the form 

or thu [arit f. 

in this rule, the Ccz.- ~ission is requiring the pipeline to 

file ce~to~:1 t~Lx~ p~ ............... 

.~.rj'.:ticcs subject to Lhe filing rerluirer~ents of NGA .~.ectio,l 

..... t,hat it has required 
4~)- ~ ihe Commission alsu ,.,t,.~ 

p1[_.e!Lr~.;;, bazause of concern about undue disc..-imi~:ation and 

preference, since September, 19~, to izaintaii: tLa~npovtaz[zn 

iog'; and f:!e transportation policies as a conlition for approval 

for approvaZs under section ~(c) of the NGA, and cou ~ts nave 

a::prov(~C, in:., requ!¢e.-..ent. :"~/ 

A pi~eiine that aiIeady ha¢4 the requir&~ ~ ~ ~r°vi'~;-°ns 

~;ay file its exlstlng prcvxLions. _SCb/ ,"'-" -- ~:~ Wl±l w~:ve 

Opinion 471. 34 F?C 62" ,%Z6 [196{) ((:o&u-:..isslen or~iered 
" ; ..... ilnc po_,.cy part of it& taax~_ 

- • • - .... -'~.-'- -!~e Co'--'--'or =%'in"" ~.(] t..~C 

6~,o~f. 61,o62 - 6].063 :19S7.~, @L(~i~ R!I.I~ D °--~-" NeW ,)~rsey 
~4n_ Co. v- FZRC, Nos, e7-1262, eJ: al. (Anril 15, 19~8). 

_-=., e.~¢. r:-:v; ~ 25r~.1"-'(b~/, 5%' A nineline must file ta~ift 

p~-ovi~in~ that cr,~tain .~ co.~..m'zte li~" of D~rso nnel 

• and foruat ............ g ....... ,- ,~ specSfi.: ~nFnV-m~tioll 

c~0jzed /tom a sh.~per for a valii L-cquest f,'r t'_e~.~- 

aftliiated mai'keuer; pI'a~ :~-uu~ u-~, to u ~  "~ .......... 
C,~plair, ts bv ~hlDners; an'~' proce~ureE use~ re i e £ , 2 ~  
-~hlDDers C.f t~ a;..i~!!ahl].~tv and pr;- ..-~ of tr~-nspo rZat~on 

~.~vlc:,-_z. c, , , ' . j  the ~.'.:Ll-~-hillt:. ' ef ~.e!.. 

! 

i 



L9880628-0247 FERC PDF (Unofficial) 06/01/1988 

t',OCket NO. ! ,':S.:~7-+'-QO0 

I . . : ~  . , . ;  [ , -  c ~ o v j s i - . r , : ~ ,  t l o w e v e r ,  : :  a 

• . .. , - "ff ,-cvisions, it must 
D!~.ellge does h o e  na%e ~.le ~ec~i/ireG t~cl P 

ti;e n~"-" [.ro'¢i~ions- The Co:misslon ",'ill r¢:%'le~ ~..a ..4,aate the 

pipel i~e's tariff provisio~s to en.=~re that the~ ~.e ]u .... an I 

oPce a"% -oved by the Ccm~issJon, these 
reasonable. 57/ 

provisions will constitute terms ~rld condition'.:, upon which a 

The t~rl[; pi'oviAlon~ t'o be .,z!-d , , ,~ ' '" 

, ~ ~p~,~..r.~s. TO the exter~t 

CCP~Cer~in~ a DIDe- kP, e ~ p .... 

• ~ ' • ~ -~ b~ve G,Jch tarif~ Drovislon5 or its 
that .z plpe+;ne -~e_s u . -  • " 

tariff provisions cenf!ict w~th those requlred by thls rule, the 

.. <.,:.;~.~, ,~t,,.4.: ;~s tariff~ a'e unJu -~-t and unreasonnble- ~he 

. . . . . .  ~oVld~. ~_f.e  
, ~- .... ~-ted ~.I t~e Final <tj~e and ~o31d Dot p- 

Dretection of nonaffiliated marketers and deterrence aga~ns~ 

, . ~ .  ~L , t  t - -  

i 198-. • • ' ..... -- :~:,, This tSth cir. ~ ~ ~ s u b  n o ~ J . n . e  

case i~volved electi'ic rate tariffs under the Federal ~ower 
noted by the court, provisions o f  the NGA ar i . . Act: bllt: as ". - ; ,-;~n , . ' , . ' ~ ' ' ~ O V S  1 D r O V i E l ' . ' * ~  ~'" k ~ . ' =  

I a Darter " filed rat., - -  a{:d to , > a s s  ~n cnan~;es w,_c:!,.n 

• _ t: ,  _4~,1 a t '~ i ; . 

i ' ~  " * ~ ; . - "  i ] { z / ~  ; ' , 1  r. m c " ~ ' c ' ~  " ~ [ : C  . . . .  u - ¢ ' -  : - ~ -  " 1  • ! 
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i 

D c , + : + e t  N o .  1 ' , ~ + 9 - ' + + 0 0 + }  3 J  - i 

I 
...-~ ..c. 7is'-'.iqn =~ .cqai:-itq thl ~_ ~:o ".:..JiLl t : ir cT~ "rq "~re.: 

in § 250.16 (L} tl) through (b),4) Gf the rule De u,=dated 

q u a t ~ e r ] ~  ] .  t . . - r ,  a r ~  C , , a F ,  l - , .  

+.  

r e q u e s t s  ~ D d  . n r o c e s s i n + q L _ o f  r e q = q e s t ~ .  

. , n e  to:',r+is~ion prcposeo to requ,-re interntate pipelines wl.+h 

marKgt+r,g at =.l .dt..s +O +t__O . . . . . .  S ,ill ~- .d+tq-~ [eqlzea.. Wlt,1,1~ . 

+De ..... :.-. XOd O, El+ e ~r l+n o,..+or~d,,~e ~+q +~ac~fl_ 

milestones, to be specified in a:~vanc.e tn their tariff. 

t+Propo~ed § 161.2{e) .) The Comz.]ssion also proposed tu prohibi ~- 

such pipeiine:, flora di-nposing of tral+sportation requests by 

affiliates or oroviding transportation se~wice in response to 

~uc~ z;q,i, sts bert, L:: d±~pcsJng of val!d lJend-'~;q tr~ns~ertetlon 

requesr+s nv nonattlila'te.-~ which were received by the pipeline 

prior to the recu~.~ts of the affil.ates. +~ro:~o~ed § 161.3(-a) .) 

In th0 ~a..e +.de_ +,~ey a_e r_ce ........ a .... e~+e.,,++ a.: ++, 

co~pie~enes"-, ccnu[o>:i~.y, zapac[ty pr,~bler.',~, th ~- type or gas 

£nv'~ivec, anu tne need [or f i,:lii~-ies, lhere are also dit~eu- 

T . . . s  d . . . . . . . . . . . . .  r + _ ~ . , .  . . . . . . . . . . .  ~ . C ~ - ~ , , g  t x . . . ~ .  ~_~_/ ~ l . e /  

b,_.l,e,,~ the rule would resuic zm :he ~o,j3ammlng o t  requests. 

from tn@ AppAIaChl~D )~ ;~# .~n  ~y~e~ at~4 t+b-,t to be tr~+n~perted 
. . o . . . . . . .  ( ) ~ . 0 , I , , ( ~ c . t . . ~ . 4  r,l~ . . . . . .  S. 
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~ £  _''. ,+~%1.- . - +, ~ ..... . +. . . . .  . 

. . ,.-.-,,--t'ons if a plpelinc 
~. r C m  l..-~,,io7.ont, iPcJ e y e d  C O U t l ~ e  .I ,~,,~<- • 

~ , ~ + . , .  + ~ ,  . .~  , . , . , l ~ F , ' ;  ] i , ! C . O  C e , ] . : i r l r l ¢ ]  ~ % t u . : ~  o [  l i e , ,  

-- ( , ~  t2 i'~" (" J ; ('* l" e .~L/IJ .. ~ ..... a ~ •'~ . . . . . . .  

• ~ - . t -  " " 5 1  • ~ +" - O= o.,o].tlon 
• " ;r- ~¢ ca~aclty p~oDlems, or ,.he rece-~u 

.................... " - s in the 
~t,+e~ ,.e,-~a,n~rs ~tat ~ procossiDq of requests start 

order received. Dis,~osition of the [equests, hcxever, wll! v a : y  

dependin~ cn the nature of the request. 9L / 

efficient prccessinq of transportat!on reqnlesrC.. 6 _ 2 j  The 

Cov~i+i,qion reco,~ni~es, as stated by some ccmt.e::ter3, thdt 

.~.__ . , i . , = ~ o ~ e n , -  d~rees O! %or~pie×Jty and 

. . . . . .  , -~ +'- -~ - t ! ~ r  received ,3'dO t,~ 

..... -~'-" -.r,d Natu,'a I. ~,a.u. a~ .......... ~ . . . .  
9 O-Q/ ~'+~' ~'~i~' ,~ .... b o confu=~d with ~e Drlority to h e  . 

a ......... ~ . . [ ~  r . . - .  ~x:~lal.".s transpu~t~tlon re~+'e+~.s 

.... =_._ - ~ + , ,  F O r  rece)ot a . . d  dell. .-~ . 
rc..-~ucs< o a ~ ¢  ~ = ~ =  ; ' = ~ . 7 - - = ~  ~ - - ' - -  sehodoling dnd cuz-tazlnent 
, ai Gas s~ate$ ~ . x o r i u v  ~ - 
f.atur . . ........ u~..: 9n th-~ d~te a ,.,~_d re,::,u~s~ + , ~ "  
";f uU'- -'~'~ ,..='-a" ":= ~-'- -. , - -  + % ~  , r , ~  e~ .4ate ~ i x o s  a 
• - " - - -  ~ ' - - ' ~  Th's C ' ~ "  -zenter Stau~m - . ~  . -  1 . . . . .  

i[ + + , v . u  , . . . . . . . .  . + a t + "  t i , + n  u . d e r  a +ubsequent s+.,,v.+" co,~pJ ica~eo r-+-+ ...... - . . . . . . -. ~ . .  - • 
+ . + . , + , ~ < r  [ r : ~ _  ,5.U, Fpi~.~¢i~ • +a L . ~ % ~ . ~ + +  + --  - - .  - -  + + ~  

"'!IC . . . . . . . . . . . . .  ~ " - • ¢ -  • > , o ~ "  
" ~ - ~  . ~ • • "+ ~ ; : ~  be ~che~vled l : l  a. a h _ q , - +  

• I " _  ......... 
: +, . ~ -- -~ renardJe+;+ ok '.':lu.+ .+c a .................... 

-..~.4~ P A s t e r n  FiDe L i l l e  Co.'.,pan't' "PannaL~le) 

! 
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. . . . .  ~ ' " ~  = " " : " ~ : * "  . . ~  .~4 .t. ' :  . . ~ . :  , * ~ . , , ~ ' : '  D~.,r,~,.~ ~ 9 ~ a ~ " 7 , . h  ,~ ' . .~,~ ~.!lt,.t,..,,;,r , ,~ '% " - -h 'O"  ~ " '  " "  - 
• . ~  ~ • . .%m?.a_  ~ _ ,  . . . 

LL] 
i 

I 1 t ° ' !  ' ; '  ' 

T I[~ ( l ~ l  ' f : . ! .  I I  

[*.; / ' ' ) ' )  

• , . . : . ,  , .  ' l i t  C " . 7  : L : ; i C ; I I  , . > : ; . ( . C ~ 2  , ~ \ C . . C , . ' O F ,  ~.--.t 

. * pr~cegs~ng and 

• " , ' ,  i .I t ~ :  : ~ ;  ~[ '~ ~¢? e ' P ' - - - : H ' u ' * ' " ' " • " t  

!he Co~.-.mission is requirl~g a 

• ~-.ecCs for transportation in 

- • -~llCJ. 

i h ' : "  

• . . . . . . . .  - o , - r , , : :  a l ~  - ~ r . ; i ~ : ' ~  
p ; ; : : : ' .  : . . . .  

T)'e c""~is~;~°~ ~ntvi~-'"! P r~V'°5°d ~ !61.3(a) :ind 161.2,e) t~ 

. , i ~ : : U : e  t~l.~{ ,:,.'El:A: ,} , : . ,  . . , : ' , *uc: ; t ' - ;  t c . r  tran~,~ortation service are 

, :., t,::-,• "the c~--:i:=c.-ior~ b e[le~e'~' conp,~rab!e reql:e~tS 

...... ~ -m r.i:e ox,icY rccc:-'.'ed t o  ach'_eve Ld~-:~;'" "' 

,,,.~ , , C-~t:~,:~ Of m~rk~ters, in ad'Jit tc'~' LO achieve fairnesS, 

- . "  -" ~'e=' arc receive~- 
. . . . .  --~ve~ ~n the order ~.. : 

gi ,i.la r request-~ r,~L ~ " ~ "  • -.. dzscriP, inatO~:Y fcr a 
• .4 t.,:, , ~ V . C . : . ] ~ . , ~  

ihc . . . . . .  i . , i  

fccm a p.onaffiliate when ~"= 

: " • - ;:he:. 
. _ . - ~ : 1 : - , e . ~  % a ~  rczeive3 first, es~c. ,a..~: 

• . - -  fr~]: " ; " ~  non- 
-;~: .... o ~:-d the reque-,- "" 

af;~ lj.ate ;nv¢l¢e "-,.= 

• ' : - ~".:~J5 ...... l?:'<ti'"q "~ ~tl ~: . . . . . . . . . . .  

. - .  -,=~,~ C,,~,:.iine.nr --lcr:tv 

~,~he,n.t; Zo . Ca~.S~Cl'L,-~''"' 

,, ,_....~ .~ ~ ~i %~ f ~I-CVisJO|; Or C%2.er'- -'':" :'-:" 
...., I . , 

~-- :L. i :.•~-~- ~ I'.,. • "•~- " 

. . . .  ?- 

i 
! 
| 

I 
! 

] 
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b. ..,r,~h i b_jt ~'_qn .O'J.' i ry;t _r-..~v.?~ l.i n~, _ cc_C. [ j d c'L~t.i_.~ [ 
i v ~ f o - t r a a t i o n  .b&" a p i [ ~ ( , l i n ( "  t o  i t ; ;  m,- . rket_In_nq 

The r~.,e cont,~ins se'¢ura l provls~,,~ ~ *  ~ -~ 

!,i~:iine'5 tL-e~_ty~nr, ef inferv::ticn. To ~umz~arize, the 

:., .... ic,:~on ;~ ad~,ptl;,a the ~rJFroach in t~e ~ule that a plpellne 

%s Drohib~teu frum ~iv~::~ .,t& £.~kettr, g aiL~lldt~ ahy £,~/~j.~,.~t.'ol] 

mhe pipeline recelv~.~ f~ ~.,, a ~O,~dffl] .atc~ ~. lwt 

*.-~nsportarion ~e~vice. A pipeline ~zdst, however, provlde 

~inulta~eoti_~iy to all potcn[ ~l ~hlt,p~rs ~ny infer-matter, related 

marketing affil'.ate. A pipeline must a]so, on request, identlfy 

' 'ne's ta~.:e-or-cay izab'~l~ty zr ~t has pro. : c . ' e . J  '_h~s plpel i . 

i.qformd~iolt to a marke;ln~ afflll-3te. ~hese spe,..f£c ptov.tstoz:s 

and re~ at~d co~nmen~s are ~l~G'~-3sea D~IOW. 

the Com~,issiom propese~ to prch).b.t l,,Ker_~tate p~pe'~l,tes 

• . . _, : .... : . : .......... ;t,~id,_~[%,-.!zl 3At.--•t,,. t.~. • 

provided b#" nonaffilim%?'~ shLpne.r~ ~o ~_ec'~e s e . - ' - , ~ c e -  In 

a<~d~.t~r,, the ~ t ~  ~ .............. ~ . , .  ,- c- 

In 

it, 

N revealing th£-r o:~n confidential In~o~n.~Lmtlut~ t o  uhe±r a_'fil~at~s 

SDZDDo~S. l~,roD~Sed ~ 16i- 3iDi • } 

inforpation provided to a n i D e t . ; n e  bv ~ nonaffiliated sh[mner to 

.~;,~ .~mn~rtlwion Oe~\,[ce }s ,-c, mpetitivelv sensltlv~ and th]t 

: ~ -,.'e ..e to ................. . there .s no nfed _or a ~*r .- 
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; "J :'! 

....... ~ . . . . . . . . .  • ~-~ .~f.[ili~te, "he L)eI?at't.-,or, t 

.~iso ~:bj~ct~ ~o the prot,c, sed rr:q uice'~'c'[~t £n the ::OPR that Jt} 

l.G~.k(~t ::u. i~49 7 - ' ,  -000 

m 
I Gcj 

pil)ellrle'-: "*'il'~- a .-..,~rketing *~ ilia[e ;n~%lntain a daily 

recording deLailed infori:aticn on transpo=tation zcieest s 

.a.e.: • '- : • both affil: ~ ~ and nona ~-filiutes- 

• . ~ ~_~,, ~ ~.ir):cting :~;I:~° that is 
to dlsc:c~c "~'" n ..... = ..... ' a ........ 

:!led wi~h ~t. by ~ mo.,a .... - .... ' 

Com.~,ission believes that this co.~-Pe titively sensitive informatlon 

~u&L not r~e disclosed Dy ,, c,i~,,u ~ ~.-~ aff ............ 

• . ,  ' '-- -:-'^~ :~e froz: disclosing ar~" 

• ,~ , .~;~ ~ ~ ~Fe;li~t~ which ~t receives from a :=~i 

non.~tfiiiauuu :,;%zpLe: ~o ............. .- 

. .~ ~,,r~-;,~-r ~tec ~ to Cnst:~e the confident;-allt~' cf 

. . • . . . . .  r -  " 'L . "  £t'.ti'.'~ _ . , , - C . * , =  - - - ~  - " " ~ Z 

.... D~p~"~t of fuc.t~ce, t.".: Ccm.-.is~lon is no~ £~qux~hg i 

i 3lTalla-'~y, 1[I xlghu uL ~..-~" -- t 

;n?n?,n,~tinn ccncerIilnG tra.spo, tot-3n rec~3es s by non a;fz] ~ateo 

• " • , " ' 3  C , C  . . . . .  C I  

t~ . . . .  ;.-t[nU nf~i*'~*~ "~ mart ,':¢ a tral%-_Dort~io.~ LL'i~e~E i~,'; 
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[ . .>,~.~.  ~ ,:~a...r,i~*z'.-iiL.%d~,!,~.:,~,., ; ;,'?:.~.; . ~ , ~ .  ...,...~.,.,,.,d ~ .~rr':.~ '>~e' :  ~ :.'~.'~'-" . ~ , ,  

I 
I ) o c k ( ' t  ~ . ) .  t ~ . ~ . 8 / - b  C O O  3;J. 

. . . . . .  - : - -  b y  ' ; ! n f o c . . ,  , _ 1 c . 1  ~ r o , ~ , ' . d c d  
" [h , - '  [ ~ c , L : L , . . t i o n  ] . ~ , l : ; 3 t  r ' . ' < ' ~ . . n g  

nonaff_, liat~d shipper~ m]y be achieved through organizational 

f.e[~'a~.~tic,3- Ho'.'e%er, the Co7".7~i =-s[er- .disagrees w i t h  the corn-merit ~-; 

• - --" seporatit:n is the only possible means (.'f 
that or( a l  izat,¢, az 

..... • : '~cl with the r ~ ,irement :,.at to reveal nonaffiliated 

. . . . . .  , ~ y x . .  " ' T  

• • ~', othar 

arrangements md.% De possible, such as segmenting the processinq 

of transportation req'le~ts or identifying requests sole]y b~ a 

.., ~ ..... ~ ~... o the " ~  O.~ 
nu:~cr 7at;;<r ........ ; nz-~, ...... , 

......... , ~  - L - 2 £ 3  . - ~ . , ~ . ~ , .  : : . ~ i  
C.eIJaIe'..[J,q h ' ~ ' ~ " ' c ' ' " a " "  ~f ~ ......... I - - "  ........ 

:.light W O ] [ k  for both a pipeline and i~s markecilv9 affiliate. 

~_'cme commaenters want the rule expanded re , . , , , . , b ~ , , . ,  ,- a 

pi~ellr~e from_ civing its af:!li.~te il.fcrznation on ~vailable gas 

suppii~-~, :.otential must um.~-~s, and available ~ipellne ~a- .... 

whether ir :s consider od confidential er nob. ?;_t"/ 

Se,,=riL -:cr-_~:r:t.-r:< a_:]-e th ~-t Pz~ ~ ...... d he bar-e~ 

. . . . .  - : ...... ~.[.. , - ~ .......... "': "" .-hg 
Item snaring t/~n~p~rt~t ....... t.d '-~ ..... : ...~h 

,3md sdpDt ¢ 
~h:~::ld :~n nb!e °- u:.ve zt~ .-.arketln~ a~fii ~ar~ nai'ge~ 

%nfot-matlon. SuopJy aF.& market inte".lit~eoeu, they reason, cad be 

g.~ined Dy competing markevet-s fo~ the ms~'tues- other k~nas of 

---'idar, t~;l ;'"~ ....... ,---~-,~n eucn as e..p ..... n ~";''~ for 

il fc, l-7~h.'ion a ~ipe?ine :co~:d ~ .... ~-~ .... .......................... 

66/ .... ~-: -~ P ......... I~a~}'~t:n~'' Inc (North_'id,'e} dnd O,~lo 

U-* • 6~ C:~; ..~. k_tin'] 
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• ..e. c (:c;-::,?:: .('ES L~ ie'cu~ ;~,,-,f ' rg of t;:c::;e Kif.:]O of in 

should not he . .  - ;~:- ' 6~ ' 

h~-~ GJS argues .he propc%ed zule :'c;d].d also pro::ibit a 

m:~rkc-tinc affiliate from perfori:ing en essential f:~ncc, ion in the 

take-o--Fay negotiating process. 6~y" Prcducers only give take- 

the pi~elit1," that arrangements are re]de ~or the sale of the gas. 

[n ~i~]diticn, negotiation.~ for the re)ease of gas are con- 

fld~ntlal. United Gas argues it is thus ilapractical to leq]iil'e 

pipeline during the negotiation pr~ccs~ ~o nonaff~]i~.ted 

zarKeters. Tnese commenzers b e i . ; e . v e .  Lh,a,.. ',-~J~ u:u;,~u~,~,, ,~=.,..-,- 

sharing confidential inCorm.~ticn with narketing - " ~ ' , a t e s  ".',n~ess 

~hared w.~tn all shippews contemDoraAeously ~Lould not apply to 

infu~moLion -': ' - -~""~-'-" in q .... ~at~0ns '~ t.ake-~r-pay 

tel let. 

....~t a p~Deline should be proh(h,~.te~ The Co~:niss',on agrees , - h  ' 

from sharing transp~,rtat] -~-n, s.]]ea, cr markeuin,q infD~mation with 

~t tn~ same tim,~ to al L [.otemt.ial shil,p~:s, The Co~_m*s~iom 

be)ieve5 "&haL ],,fo~,atlon concernlng tra|~spor~aEion mu~& ~}~ 

. . . . . . . . . . . . . . . . . . . . . . .  

i & ' 

i 
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[ , o c k t , t  N o .  IC4~:'1 - ' , - ( ) ' J O  
4 ,] 

product ,;i its past mJ-~ket n. cwer over transportations. 5ha-~lr'g 

such information with a marketing :,f[iiiat6 at this time '~ould 

th#refore repr;:sent an undue preferencJ by the DiDetine ~_ow3rd 

--- ¢~-e be made 
~ ;  ~ ; - ' -  This ..,~r...a~n the ........ e. 

.~;.~.-:- '~ it i~ to he made available ~t all in 
-''-~' to all .... ..r--S ~- 

~,,~ ~ to counteract the --~ ar, d pr~ent effect~ of pipeline 

transport_at!on, sales, ,5c m~tk~ti~g Coh~emQo~d,,~,z ~ ~- 

' :.----- the , ...: "-1 ~,~.:;.u~ tO e.~t-.~::t it Dk..'ide5 ~uch ~n~o..,atlC.n 

a marketing aitl£1ate. 70_/ 

The Commission does not belleve £he ~L~: -t-~ _[_(.__ take- 

._,]el 1he 
or-£~v necot~ations entered into ey ~ plpellno. Several -,r " 

cc~nter3 s~ate t.ha~ the produced de~'ide~ to #flora it Wl!l seli 

its q~s ana w~o will marke~ its qa&. AL the p~u~:t ui~u, 

DroOucers ave aware th;'t both m~rke~ing affi}i -~=& and 

~noeper, sent mDr:<eters are available and that the;' can prov~,~u 

The ~um~.cn ..... -.: . . . . . .  i -w rc lar~ "~ .... a-- 

4.~ ...... --.,~ ~ .... ,,iready 

do ~rovlde to these reqt:estlng it ~ /ISt ot sources o- ~ re~:a~e4 

70_/ ~_ee new ~ t61.3(f). 

11 

I 



[9880628-0247 FERC PDF (Unofficial) 06/01/1988 

4~ 

• • t ' . . O  I : C - "  : r . , ' :  - : : . u ~  . . . . . . . .  

reotJcnse t o  a r~  [nQui~'7 at the ,.]pportcnity tar Oral p[esentaticn 

• . - , ,  , n o - ,  . . . . . . . . .  ~ ; . ~ ! i a t e d  ! ' : ~ : ~ - ~ : ' - ' = "  : . . . . . .  "- . . . . . .  " - ' "  

ear tTan.~po=tat[or; of g~s that provides the pipeline with take- 

or-pay rc. iief cn its systeF-. !~f This is an indication that 

..... 4 ..... -- ~-~ at.5 "~ ~.o4~g m.zrke~e4 ~.4 trars r'-,nrted for 

nonaffiiia~ed marketers. Acc,Jrdihgiy, requiLif~g information 

co,~r~rn.;ng released qa~ to be made available to al) ma~'ketecs 

should not disrupt taKe-c,r-p~Y negotiation&. 

c. wlth t. ran.]v/a,--~-~-~ttqP ~Kte'~-2est'q 

lhe Com~issio! ~,[opose~ to p~o.~ ..... 

40~ 

7 1 , "  Texa~ Gns al'..,~ Natural. In supplemantai co:.-.r.gnts, Tell,ieco 
and Enren su,Tg "~,=~e~ th='t the Co.mz:imcicn req ~-'-~re a pipeline 

to proviae a li_~L of all p[odu~.~s~ b~,d ~Lr".ing 2n~ara'~: 
owners and the sources of supp.~Y eligible for t.-.ans~ur~ 
pursU~_nt to offerz "~f credit under o:'der :~o- ~ _=.<;0 !~t__ N.@_q. 
(ounpie-.er.~a. ~, ,-~, e . , : - - ~ "  C'f [::L,L,i'! [~,h,--h C-~;~t~': =~tneli[,C-~ ~3i'-,C~ 

........ q. . . - • of 
Nov. 3 0  ,9,.., 
T ~ . - . n e c o  G a s  ~ i p e l i n e  G r o u p ,  l : : c .  ~ f i l e ~  N -  ~ v .  3 0 ,  1 9 g 7 )  . ~  

. or. flr ,~t.~,, of -a~- ef released 

no ,....~4;~es A d~4 p. ~-;,o,m. 
- . .~:  ~,'_.:~,. l,:t,te~" of Jan. 12, l~E, .,-.~ ..... " - 

Septe,.ubez, 1~86 t!;cough ;ugust, !~$'!, Le~ 5h~P. f~ve Verce~t 
..... r =ip~| i~ e 

of the tot~l reiaa~au gaz trancpertei e ; t  in-- ~ , . ~  - - 

Company system was transported tar an affiiiatu. T.~e rcmaL 
released gas transported for !987 was 104,47/ deKa~nerm~- 
On t~e Colorado Interstate Gas Company .~~stEm, ~t ieasU 50 
Deccent cf the tote! role a~e,~, ga~ trarsDortea was 
i L--.~ -_;r.c-- ,... ,~.~,÷, , ,_~_tes in i9$~ Tb~ to.t]] re]ea~ed 

. . . . .  C ~e., ;: letter from Na'~u~'~.L dated Nov. 3, 1 9 P - ' /  -~ " ~ ~ ['~:'~t f-.u 
the period October through Qtce~..bel- ')f 1986, at Least three 

-.--=~ed gdS trn,-,sported Was .-ran:;porte~/ ~ '- 
percent of the Iulu.... 



[9880628-0247 FERC PDF (Unofficial) 06/01/1988 

42 - 

req.:~,~;t:~ a '•'J[]ou;~-' t,~ - ~ ,[ :ti~'] .~ r ~ * , ,t:. : e r : ! ,GC ,  r :O .L  , ,.~.- GI I : ~21 [  

~,,: - ~ unless ~" into:-~/tion were made 
p~:c!ine, ",',r ~:ny other ..... pwe-, ,..e 

sl~i~p(:~s. (~ropcnea § 16].3 (c) • ) 

Several ccm- ~-ente~s object to the proposal. They a~'gue that 

• • . . . .  - ~ "  . "  publlc 

, ~ , -  " they should 5~ ur~;,~b~te~ fro:.; ....... ± .g ........... 

tien tile'J ~Jth a t~a~bpo[tatizn . . . . .  " ~ ' ~  

Wil!c~x & A~PCO state the ru;e wou~d make it irpossible for e 

abent the shipper to a provider of gas withou~ risking disclusuf~ 

of proprietazy informmtion to the shipper's competitors. Thes~- 

z~  C ........... ~_c.•e_ or ccc~enter& believe the prcpcsed rule .... ~ ~ .... + - rs the 

~4. i " e t. " 

the Co~issien t~ provide -~ 60-d-~h peried from the time of 

r%~lest before the inform ,,~-r.~u'n WCL'Id be relaased to prevert 

f;~m[-,,r~v~ h ; ] t n ' r  Col*iv-Dia GAS bel.."ve~ re~a~e to otl:er pip'---- 

!'~l'2s should be allowed s'nce r, any transportation recuests must 

~_x,erai ;:o,.imenter~. believe t.~at ~:~e ~j.:rlt'f 5f the 

infer~-aticn filed with a ti'~r•a.oc, rtat* ,),, re..~,:~st "'~'" 

tn nn~o:*e u~de~ the Io.'~ apd acce'.•s requirements throuqh the 

Exxon CorFora~ion .'Exxon), Members af the Ncrther~ 
[3~stributov Grou'~" (Nor~.~ern D.!~"ribut'~r Group'), ~-:~. 

• r r ~  
i ~  |i w .  -- ~ ......... . . . . . .  _ _ .  
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i : :e I 'c '~c"  ~ r . ~ c c : d k e e p i r . ~  ~ r._.qu~reFe;,ts (r':~[ -'-~c-J §~ 25c~ 16(D) (b) a...; I 

• ' , 7 ;  " l ' ~ - r q a s c o  s t a t . e ~  t h i s  i n f o r m a t i o n  s i ~ o u i d  n o t  b e  

avall.~o~e uu .... ,-- c d, - 

requirements- _75_/ 

--~e Ce.--;ssion agrees that infor~...ation filed wjth 

• a~fiiia~e'-~. T h L - ~  r~ ~*,r~':'ent z ~  r,~. po. i 

appreach~_~, as is inlicated above, of havlnc., the f/ling 

: • , • . ~ ot ~r~vzdJng a repor+ing delay mechan*sm. .~ a.ll~lates an~ ~ • ~ 

i d. C . a p _ / k c  "_t t y information- I 

affiliates from I)rovld~n9 2i-,form~t~on ~.o affll..a~ce .~a r-L s 

ii iii!i!iiiii!!i e 
a P 

t 

servlce cr Lor ~ntor&,aL~on z=g~-,.~ ~- .... P~ " I 

~. ~ ,.,~-~ " ~ - ~  l:d '~ '9 -" .~ ,~ .  = - S c : ~ -  • | 

76/ S e e  ;;ew § 151.3(e). ] 

7~: 5~ ~'~,]. Re,'.]. at 21:556- i 
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i ',int j.~m, at~on . . . retarding the availabillty o~ capacit1." The 

s : - o c ± f ' . c  t o  ,~n d f f i ] i e , t e .  -,~_8./ ~ : o & t  n f  t h o s e  c o . ~ . n e n t L n g  o n  t h l - ~  

~ec~icn assume the information to be cr inc~-dce information 

provided to an .,~filiate in resporse to a spc.cific request free 

the a[fii~ate. 7"~/ 

uo~.u.~e~}Lel~ who bei±eve the s~c[±on a~;;~iz~(~ ~-o s~'.~cl:iC 

request~ from affiliates state it would be overly ~-.urden{ome to 

~imulta::eously to all potential ship/arm. 80__0_/ q ney dims pGlnt to 

"~he co--petitive ha~ to the affiliate if the respunse to the 

affi±ia~e's request is :ade available to other shippers. 5L; 

lcut'.ne re_-n/ests b'/ marMetlng a~filiates. 

tra:.~{.orta~ lo[; "~:,fDri:~t±on to ~.~ a~ r~l ia~e ::~.loss the Inro,~nt...zt~$c. 

*. ~ . . . . . . .  ~ . . _  ~ . .  .. . . . . .  ~ . . . . . . . . . . . . . .  i _ _  • . . • .. .. 

all cotential shippe.& if it ~aKes th~-s infor'n, atlcn ev,~l!ab!e te 

!~" S~_~ Ponha,,d:..% and Te'~as CaS. 

?q/ 5~.~ ~_.f~._; C~?ttmb~a Ga_ ~. Traesm!sz!on Cor~uzation (Columbia) 

i ,%1 / Texas Gas and Up!tea. 

| 
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()o(.P,..t hlo. l~-M}',l-b -000 

im~ediavel " -ny new ~r changed gcner.:l infc,~-:~at~on n,st available 

. • = . : ........ : ~..~ ,}:~rh "n~or;zation to 

affiliates as part cf a response co a specific reql~ -~st from at, 

affiliate. Tine fact that sdch new or changed general informatior, 

ic c=.~:ta 4r~:~ i r ~  a r(.snonse to a specific request does no~ lessen 

its Dotcntial =oP, pet%tive advantage to tY,e affiliate, nor 

in~.u,ate ~he pipeline from dlsclosing the gc.neral informatzon. 

e. ~ n_~e_~,,md~nj'~ . . . . .  : ~" ; - 

• - -~ . . . . .  '-- ~_'L" 

Dipeiine ,]nd .~f the - ~ ~ °.. ~=~'~ ...... _ ...... o 

each other tc the maxi~uza ext'er.t ~===ibl-" 

and fac~!itie ~- sbo':]d ~e required of ar,•~ ' 
~nterstate pipeline wi~h 

A na~<etin~ affiliate, so that e~plc';'ees cf Lh~ pki,e;~rL~ e~d ~l,~ 

¢ . . . . . . .  ~ .  ~ n ~ e D e ~ d e n t l v  ~ " each 

oFhul-. %,.e COTT:~ib'::,*-~il - ' ....... 

faciiiv_:eo .......... • . . 

u~n~.e.e seQa_-~tio~ at ..... ~a- ,-,,' rn:~v, en~ers believe "" "~ " 
-. . o - - . ~  .. . . . . .  

personnel ~d lacLil~le& S F ,  G U ! O  ~ u  " ' ~ "  " -  ~"  f : / ; ~  

! 

-q 

8_-'_/ 5 2  F e d .  F<eg.  ~-t " ; .~ .5~6  a n d  2 ! , 5 C ~ .  

• ' Pe:~r, zci I Co=~.~n'~', lova-i i i Ixv~J ~, Tl,e ~'I:.~,GC~: -: C-:-_ .?,~,,-.=;;:-.--r 
GCO~ p (nrocess Gas), II:diarla btill~y Consu~r ~='~= ' r 

Maryland Peupx~ ~ ~0u,,.,e~, ...... ~....~ L-,.~1 , ED~rade, 
Supply° "£nc. & AMt/Ab, inc. (~u/:~*~ .......... , , 
Hadson, ~atural Ga~ cle3_-inghouse .'dcrthridqe, O;%io Cas 

(rant inued... ) 



i 

pu~" ' ?5.qS) ":~uI buTp~j, DNS , (=~i.9~) Auvd"aoD st'9 I~.In~eN 
1PnxoC ,u.Io..=~'I .:p...~ ) UOT'~I~IOCIIO~ tlO I~TKIF;t'I'~II 

& .j..... ~.4 .&/% j • 
,~P, iou~ It~3-~snpuI , (sulqsunt;) Auod~c9 J{.F)l~u~ ~u~qsuns "DUl 

:S~ 'tit.olD tIOT~"DJC'CI'~'U~:I~' l~?~'~'~le}4-~@Dr'P°~i "'"" ---~ .... ~-'" 

:>~-..=.~.~ s~i ,.;t.;,:.;'Tioq uoIs-,:--~,., ~t.,,L .~r~uo~ -.--~ -. -: . -:F 

:,4'2~.. c,,[~ ~.~::~:::unD ~,t.'..? q~T:', oo.z,'~ ~eu s~e.', UOZSSTU:Z~OD O:-LL 

/ - ~  'sub ~a3lo~ A~d-_~o-o.'!u~ ~o 

c. u - - - - u .  ~-  " = % ~ , .  - . . . . . . .  3 . . . .  ~ ~ , - , - -  

• • , . • , . • , . 

q.~ns ,pa~mO!T~- ou. p!no'q.~ ~U(I~qS 0 ~ : o 5  %~q~ 'jOAOmOq , .9^a~.I;gq A~q.l, 

• 6U~OUoI~q Guu 'bu3q-~'dsT! 'salos 'uoT~!~3 nbD'~ ,klddn'~ s? q~ns 

oa p[noqs uoT3~lodsuvl~ Due ~ o l u s  s~  qz, ns ~;E,t;3[odld ~)q~ ~D 

$:u(,T-~:),/n ~ buT~I~jodD 01~3 0".C-7~3 /,O:;.L -u.cl~,"II3dC[; :~ ' ..... ." "~z'v" ."t'J~ 

t' c~t ; [ l  ;,~,.o~ &~;o ~¢)r1S O~iO-C; fP~-, - ~ o i T t ~ } ; o :  ,3,q ~'9L; )'.T:O'.".: %~ ~AC) I  t)'~ 

- 9 ~  - 

8 8 6 1 / I 0 / 9 0  (I~TDT~OUN) ~Qd D~3~ L~0-8~908861  
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L'ock(:t No. }(~$1-5-000 
- 4? - 

fo,_rl of organization on all pipelinns no matter what their 

cirou~:~:tar, ces. ihe Cor;=ission belleves the standards of concluct 

~nd the repgrting requirements pro~o.~ed i:, thi% rnle will be a 

sufficient deterrent to prefe£ent~al treat[~ent of a marketing 

affiliated by its affiliated pipeline because its traosactions 

with it~ ~,arketimg affiliates will be open tc public scrutiny and 

because it will be subject to enforcement actions in the event At 

violates a standard of conduct. 'lhe Commission therefore is ,%0 ~ 

mandetinq or~ aniza~-i°n~i se[,~rat,r,n, "t~-~ ~,i,i~ f~_q~ll'iF~4 uL~ %~ 

be un<]srraken to the maxir~u~- extent practlcab!e- ~tferent pipe- 

i*nes are f%ced wi~n ai[£erent p[~cnica/ ciL'cumstance& and may 

not be ab'e to accomp] L3h crqnnlzatlcnai De~c.r,~tlcn to t.~.e sa.--'e 

~ ~ t: : I 0 c.oyIsl[|er Bile- 
dcgxee. He, woven', in ar, v part=c1:i,~r :~r.ce~d 

qations that a nineline has ]~,~n~r'.,1 ~bar('@ irf~r=ition wihll dn 

af ;~ ;kate. the degree of ,;&ganl~.~Lxu .... 

two will be = factor t .o  ~e .............. 

&. _ 
Commission does not be1~eve it is nec&.~.sary to require separation 

of suppor~ ~ersonn~i t3 prevent the ocuu£cence of undue 

..... *;el ~£eate, ent of a marke~inu affiliate b'[ it3 affl!iated 
otefe~ . . . . . .  

-;-.~' iI~c 

C ...... ' believe that 

....... [2. _. 

separate e:,pl~yees and facilities of a pipeline and its ~=~v ,~n ~ 
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{,- ) 
c . p e  . . . .  <~ 

• ~ ' - ~ -  t h e  e f f e . : t  o f  " ~ ' ~  
A pumbez of com~.enZez:; are c:or.cerned w~,, ~"~ 

F.roFo,..~d z~le u;; plp~.~L,,e~ ........ z tC ....... j~ e .... 

liabilities. So,~e be]16ve a prchibitlcn ag~ ~r,st sharing o£ 

- ' -,-.es anH facilities bet.'.e,'n a pipeline aPd its marketing 
e . . . [ .  - c / ,  u 

aff~!iat.e would reduce the pipeline'-'; abi] Jty to mitigate take- 

or-pay .,iabi[it'/. 399/ The Commission believes that a pipeline 

cam undertake taKe-or-pay neqotiatiozts even if th~ pipeline and 

• Th:_!~, ~b.-. 
,; ~ :_,~,_~e,. ,6,, 2 at?i ',i--~= , .... ~ ........ , 

Com_~ission has retained this requik'ement. 

*. ~rq~h_ibit~_!~n of tv~Dq 

The .... ~'~;~n proF'2se4 *~ ~ ~,it a piFeline's 

C.3~IC..~L~OA1;.~ ~r. "z '"~ - ' "  - 

take-or-pay relief to an agreement l~y ~lle producer ~or a 

c,)E;:c-er~o-4 ,,so~) ~o ebcaJn service~" ft&,~, an'," affiliate of t-~. -~. 

trensportaLion sez-vice ~o ~t-~ af-"i ~-iate rela~tng to ~he re~ease0 

Some co.-amenters s~ate th ~- ~le ,_s neede ~-~ and suggest ~.h~t ~ 

be broaoe;,ed to pteclk •de t~ing u~e of -:.I~ ~x~..~a~e or ex..,-~ .... 

transporta[ion service to ~ny -~as that is released, no% just 

released qa& ~,,~ .......... -nr-pay ~ :~-~ a.:d te fut,~,re 

3_9_I ,<~_ee e_.~:., Arkia, Enron, Natul'ai Gas, SONAT, yennes%ee, and 

TramsCo Gas Com Lar, y. 

r : . t~  . '  L~'~ ~-'6-.r l t  " , -  "~ .%?" 2 ~ % ~ ; ! ,  

I 

I I I I  - -  I I  ~ . ~ I .  i | i  l i  
i .  
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D o c k ( ~ t  ~ : o .  R M S ;  ) 

[2111C:1AS¢2}: L} '  t)~[:,21 1~.~.:~ r . . r  - ,2 a ~ u . . ,  a t  : ~J j ~ J ~ ,  - f n r  ~ ' ~ & c ~ d  
I 

• • a ~ ~ . . . . , . . . O ~ - ¢ ~ t l O r l  O f c f . - r < . n ~ - o  - - - -  r - - 

i .~l a t e  t r ,  e r e  ~ n o ~ . u  ~ . . . . . . . . .  "-~ - 

g a s  a n d  a s k  t h e  Co-~.-~,,is S i o n  l l O t  t o  c o q a z L : . c m  t t ' - , ~ n . , . : . o ~  L o t i o n  o 

Pi~elir, e c c : : . n e n t e r a  d . r e c c l y  addres~Ing thls sectlon state 

they do not tie the re'_e~*se c[ gas to use o[ an affl,late 9_3~/ 

N,:,-ur-zl. states it has no objection to prehibitions against 

recpJifinq re~ 2ased cas to ce sold through a:t affi,iate cr giv±mg 

• r ~-~ ~c.-oss ~o released ga~- It does i ~n afflilate pre.arenu±a~ = - - -  - - 

. . . . .  - _ m~-,~,  commen~er bealeves 
t~an<p~rte.~,.(:n rlghts for ,e]ea~ecl gaa. *,,~ 

this prohibitian interferes wigh taRe-or-pay n e~otiaL[°l*'~- 

.gc:'cr21 acumen te-'r-¢ -~; ~,,~ r~ C~mmission should deal w!t:'. 

r ~ , * - ~ i c r i o n s  ca taKe-or-pay L e ~ . . ~ - ~  *I~ , - , , ~  . ' - * ~ ' - " -  * ' 

• , --~ - - ~  ~ n  ,'r:. ~ather ~han in this rulemaklng- 9'}, 

-,--~--.,-,e.-d-user; to oDtalP ~iervzces fro... .].,Y ntil.~a-e o= u.. 

p ~ p e z - n e  u ~  ue a.. ,---~- ~-1 ' - "  r '  * 

• ;~ =~ ".- aOfil[ate far the released qag Is 
traDsDortatlo-n serv,~, - ' - - '  " ~ - "  - 

. . . .  ~ .  , r~ ,~  c~--izs±on .*:as a'3epted 
,.dul di ~.''~ m~ natOry I c l  ~ c "  ~ ~ . . . . . . . . . . . .  - an u.: y ...... 

~.. ~,.~ ,, ~ u;~dscn and NAGASC.3. fn~. 

~3," ,MgI.'. and El 9aso 

9 , ; /  See e ~, E1 Pa~o ~nd Natural. 

....... ° i | 
....... _d 



- I  

'i .... . . . .  . . . .  • -,- i 

}..% ! .} : • .t . ~ . , . , 

I .zo . '.,:~r--J4n~:l't '~ -~uopu,~daI:)u'~ u a q , ' .  ~p~Ms~ ~.~ "~T~,uo~ o~ s~!IT~ ~ 

.~~--[D-i-T~nIu. ~. ~o uo.[~T~uoo -6 

I 
F~ 

-)q), UOp~o~q o~ ~do~ddu -~! ~ leq~ o,'~oI.T~q ?,or, coop %~ 'vaoJ 

- ~ I g q , I ,  -u~inos .:aq<:, "u~ V~oli~ uo!~3o~uT %Ions ou s[~q uo.[sslunzoo 

o'4~ "81o~-.B~in~ -Su;IJno~o 03~ s~u~p!ou3 q:,n~ ~,'49, uo74~c~o3uT 

Au~ q.~a uoIss~/u'oO ~:~ p@plno2d ~ou ~Aeq UOT%D~ q~nS IOAI~ ~U..~ 

pouopeo~'q oq plno:~s ~!n.~ u'4~ onozloq ~ou s~o[; uozs~cT~uuo~ Bq.L 

uz o~-~oP~d Z.:onuu!';:~-")sTi; / ' IF 'Fun ~'~;~" -,.~;u.,,::,:;(l 0% uc:~.:.,,:~.;d s~q~ 

- 0 ~  
(}Ol)-q-f.f;I,;,,i "Oil ~O:I:'O(I 

8861/I0/90 (I~TDT~OUN) ~Qd D~3~ L~0-8~908861 
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settL.}mer~[.~], and is not needed :,:th regard to the making o[ i~i=: 

statemert5. ,,6/ 
in --:. ~ine .... ~ ~ sta~_e they do [,~r kDn'-" ;:ny 

g i v s ,  t r a n s a c t i o n  w h e t h e r  i n d e g e n d e n t  m a r k e t e r s  o r  p r o d u c e r s  a r e  

' ;"  e wi~h hhe =equire!:lent 
selling released gas. so that comp_.~nc 

u oul~ be zmposslble. 97/ Some commenters state, however, that 

when the trans<crting Pi. ~.el'-nc releases tne gas, the pipeline can 

tell which sources of gas are sources of released ga -~, or result 

In take-or-pay relief. ?h~ exact ~iluc~tlo~ or dispcsztion of 

pipeline. 98./ E1 Paso states that simply knowing gas is released 

gas does not moan the transporting pzpelzn~ knows wha~ take-or- 

- -~ ~.~ or bv ",,'ho.~.,. %"exas Gas 1~]dlcates i[ 
p~y relief wixl b~= . . . .  a . . . . .  

not until week< or me,nits 3E'~=:~ the 3al~. 

~c.;61.~l , . , ~ : U T ^ - - - - ,  . . . ~ e  . . . . . . . . .  

and with what producers a plpeiipe ha5 ent6r.~d !rio release 

agreements. 'fhis come, enter was wilii:~g to ioe;~%ify publicly all 

gas it has reiea-'ed by [.~=.ddcer 6nJ I0('.9 °'ion- N,t~.ral so ate6 it 

gives out a !ist ef re_ea-~ed ge ~ ~.n ~ts sy£tem on reque -~.t. 

~6~./ E~'~rm. A/~i~. and E l  i~a£o. 

a - ~ ;  ~,:.~-, ,~ , ,  r n ' u r ~ h l a  C, a s .  [ i ~ G A A ,  o,r,d T,.~:lz . . . .  
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. -. .~.^ ..~..,.;~,.,~r.t t') contact ~.er~;c,%r.e-, i 

final trensporuatlon ~q~ ~' '" "~at ~}]~ 
• . • , - • r,(~ Se-e e O .~I~er'teLS' "" .... 

"he COT.:gtS~;kO.n b e A } ' ( " " e s '  ~ " ~ 

yc:~:,irem~nt may be duplicative cf other _~q:~icerentu such as 

- ~ -he Commission's req ulat~'°ns .nAch is a log o ~ all I 
q 284.}3 Or u ~ " ~ 250 ~6[b) (6) of the 

: -,-~ ot ~,,e log ~n . -- , 
5r;~n~_;portatlon reques-= ~ " ~  . . : 

rule which would contain requests b? a,if[i~ates _or 

. s_or~ntlon service. 1.04/ The ConUni-~slon a] ~o agrees that 

_ran ~ ~ . ~r~r or marketer with a plpel~ne .-..a~ 

" w ~ - ' < ~ } l  contaCtS ; i t . h  p o t e r , t ~ l  - - ' I p p e r s  l s  un necessary anO 

log u~ ~ ......... ~etitio n- Therefore, it is not ac%optlng 

may be detrzmenua'- uu ~ . . - ~  - 

i 
. ° • . . 

_r e s_~__~ ~jh c wh o_w_~?-oh i b [ tad 
i w r  ~ t _ . ~ o g - ~  • • ~ 
" _~*.~,~ h~v~ beef, el.l~--~-~" 

The Commission proposed requiring pipelines with marketing 

=~i .~ vc, :~eveluD w riL'~en prccedures to enable shiFp ers and 
~f ....... s 

t~:e .... :.-~-,c to determine how proh~bite~ pracv, ice~, :-~' ~" 

= - ' ,  ~ - , . ~  and 
,~onaffil%ate~ shipper in;.zrnat~0n te a n  af~ ~-~'' . . . . . .  .~- :  

pr%fere:~tial di::P O~iri°n of afrii~ace ~ran~pn .... "~*"- 

_ : . ~  ..... " - ~ - - : '  ,pr.~.~o=~,~ % 161.3(~-) • ) 

| 
=. 

-.~ . . :.i~,..~.. ~ aPu z..nd ACA, respectl4--~Y- 

&t 21,580-21, JSi. 
i<_,~, '  ~.~ F e d .  F, e g .  a r  2 !  " ~  5e~/_.r~]_~;~q 
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r~ipc=line5 are g'Ailty o., prohibited pz~cti~..---', l_0,~ ;~ent~:c::~" :.,~Lt 

nu.ggesr.s the Cc.~,-mission revise this section s[r.,i~ly to require ~ 

pipelines to develop written guidelines wnlch ensure 

transportation sez-vices ar~ rendered pursuant to the standards 

. ..o.,,,e..~er~ believe ,:~4e4.~ procedures proposed ~' Othez . . . . . . . . . . . . . . .  

should only be re~]ir&d where prohibited activity has beun preyed 

or where there are colorable allegations of a specific 

The Commission agrees with the ,-ommenrs t~at the 

characterization of plpeline conduct is unnecessary anJ has 

de]~(e,] t;~:~ r~.f~.rencc-, from the rule. The Co~,L~,ission is 

requiring the provision of written prou -es statinq how uhe 

pi[]ez~ne pi~n~ ~e 2muiement t~e requirements u£ Lh~ ~h~;~d~d~. ~.[ 

~.ecause it u'il] inform []pe!ine employees, ,marketers, and the 

• • _e. l_V~..- these CCm=l~s~cn cf pipeli:le pr,~cedures. The Co:Jzi-".3J. ol~ " , o ~- 

wrltten procedures are all the =•ore ne ..... =.] because, us stated 

L-q-i/ bc '~ .  e.q=, Ce~u.:'~u~d .Jc:, ~ ............ k'Z" :~6~t. 

1.08__/ Ken'-uoKy West. 

!0_9' ~'orthern Border Pluei.,.l,( C..r, pany '. ............... " . . . . . . .  

El Peru, respectively. 
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4 . i { 3 ' }  ' t L  ' ,~ -  .~-: : ' j  - i - ' -  ~-'n ' - L r  '~ :': C : ! t - : ;  " 

]-~ ceneral, the Cor~mis~ion is a.'J.zpt.~:~-.n the approach .... 

• . -• • ,.- ~. ;, u.~ved th~.t have co;:.renced 30 
I which e mar]:etlrlg arrllJa.~ ~- . , L - ~ -  . " ¢ " -t:u.". 

dayg cr =ore earlier. A pipeline must geep the same in- ~ ...... 

- ; .... ,-~n wm.m~=es "m which nodal[ i,loue~ sn_ppe~s are 

involved, but is not requir6d to file the info~-~ation which is 

,,va[l~:b!e only to the COT:.n~LS~Or, Or ~O tuv ~ .... 

i • ~ ' n~omar r'm 

k',,~,)~ i l * , ~  i . L-C,~-T Ir.q ,~C:[)'~'iFe.,~t a~.d tale ,.,. I 

" requirement are limihed to ~ha :.e_.~d up to the end of cal£ndar 

ear 1989 A~ dis ~u3~'e! car~i~r, b ~cause there i~ a posslbl!Ity y " o . ~ . 

that market alfiiiate abu&es may not De a serious ionq-serm 

n'.-oble~ as traDsportation s~rvl~e becomes more competltlve, the 

...... ~, . . . . .  his wiil -i-ctec-t the public from the po~nlble 

e,~rclse by ujpolines cf residual market power ove~ 

transportation service a~ the l~ustry moves towaro ~ncre~se~ 

. - = . ~ :  .... :-; th  ̂  Le---~lzc!-~n 

~.tf'_r.--_'i'-ve"-'; rind': e 9e,',, rr, ~wr~,,d thw ~, [..,.t~n.~ roqu'uc--~nt it 

I oay do so. 

7ffiliates to file certain "ter, s of inrorm~%tlo:l- Th£ e _tem~ 

;o,-,.=+ ~eq,,;~ed for a "a!l.rJ re,.lue~r for tra~s[ ,ort,~-~en serv!..e0 
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~ ~ ~ • ~ O ~ C ~ ~ c~ ~ ~ s ~ ~ ~ i~i~ ~ i ]) p. cccnurc.~ us(el ts adJ .... :~ ~.n~ ~e~; ' .'e ..Tp ..... -" .'. , ... • 

and pYcel, tial :~hippers, 4) Drcced'ar,~:.~ used to inform shipper. ~, uli(J i 

f.~,.,,r,~; -:h~-~-~ of ~hP av.~i!abilitv ant pricing of tr~-n~Dort~i - i 
mm 

tlu~z servlce and thv capacity of the pipeline available for use, I 
I 

5) tarifl provi'zie',s centaining the first four item~, and ?, a I 

c.cnt_ained a nu..-%her of separate requir~,~ents. (Proposed Part i 

250.) 

~hu Cu~--.:is~io,, fu._'ther prcu~.~c/ .u.Tdi:-.r.7 ~ive!ines with I 

marketin~ affiliates to --eke th~ f-iln~ an- tht~ log aval!ahle to 

the public b~, provloing a paper copy at their principal plaue~ of i 

business and czoie~ by :nail within seven calendar days 9f a 

wrltten reques'c. I[: a~zn~on, the c,:mmiss]on propose~ :-~uzrzng i 

oiDe"-[nes to prov'.de 2~-hour access b~ electronic ~eans to th~ 

daze racfaired t¢, be ma.~ntain[d in the io~.. I/_I/ i 
Some commen~-ers %-enera!ly supper, the proposed rep~rtlng ~ ! 

.eqult=~ncs. I i~/ o~he.s b ..... e.c t.w.p..~ . . . . .  ~ -- g 

re.'_;ui'z~nent ~ - ~are unjustifiud, I~' and still otllers beileve %~key .~ 

should be ~cdlfied. ~.4j i 

• _~u/ ~ropose~ ~. 2Jo.~la) and (b), 52 Fed. Reg. at 21. 5a~-21< 58"/. t 

ill' S%'-' e.c. AG." ?r-~d,:~.er Assccint_~nfg, Cer~o~dated Ed,_~on 
---" .~,~lic----~'rvice ".:lectz'ic & Ga~ Con;party (}'ublic 3er-4ize~, i 

k21SCCD:~in DIS~.~ID,Icor b.oilp, ~nd ,~JD~.Dii~/mL~ V.~el. 

~ - n t  r a o  e .  ; ~  

~4/ S~- e ",. Ii!dicate~, Producers and tlnited. I 

i 
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t],)cket t ; { ) .  I { M [ ~ ' ]  - ~' - ' ) z h l  

d;sclo~ure is tile .-..:'st rltmctzv," dc.te:tent to lavorlt~sm, undue 

discrzminat :on, t~nd dntlC,;,petltlve conduc~. },.o~uuur 

• ~ : -  ~ ~ ;-,,,,, .~;. sub[ ;c access re~. ~tre~ent5 woul0 
A550clat,,,ns ,Je.-~ • ..... r 

• - • . . ~:.- commenter 
mitzgace the "i::s~:1:,r ' advnnt,,ge ot a:tlllates ~,,*~ 

~{-~ t- the for--r.r re.'|uJrerent that se!f-zmt.)~*,,entlng 

i transnortat-oA tr~:~actions be reported to the Com.~ission within 

4~ ho[~r~. Order Lo. 436 repe•..lcu t ~., z~qu**~.,~.,~ 

~o,i,,;.-~me,~I.~ and has revised an,~ -.~ rrc'-'o:l ~c.:e requlrements as 

explained below. 

a .  .~r._~_..o s e ~_..~L.~_ 0 ~ ~_ ,3AtALLLL  _t,3~-[9-..~ &h--(-b-I .~t~.  

. . . . . .  { , - • , ~  *~rnnose~ .'e(]u-{rin{] F~ ~ i ~  ~o fii~ as 
"i'[l~ % O ~ I . _ o = ~ . ,  t'----r 

• ~- ~ .~ ........ ] en4 *~{lir-ies share~ %*.th 

~*rm, at recuJued for a valld reoF-'est fez trar, scu[tatlun sezvl-e, 

• _ ~-z-" ~'" " r.~: ~ e z o ± v ~  Lo•.,~•.~ ..... • -.J .... r.- - 

potentlat ::,~.ippers, procedures dse~ to ln[O~.m. Sfli~p~t ~,tJ 

• . " -~.~ .... ~c;L, e: ti~e }~i~elin:' a,zal!a.~le f=r uv-. 

Some ce.m.,~el%tezs believe the isfor,~at~on required for ~ val~d 

transportation request (propesed § 250.16{b) (2)) and pro(;eu u['-~ 

~.~.~_~{~. n~r~adv cnnta.n~d in D:.~ell~%e tc•rlf~s and ~,uux~ n.~ 

" -  L [ I _ _  _ _  = _ _ -  r i [ - ' r  i -  - ~ -  . . . . . . . . . . . . . .  
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, . !  : L i ;,i and subsequent a:.ei%d;:i(:nt o~ tar/£ts eontaininq the 

:~::.:x4t:~::: .c ........ in ~..w~~.a & " ~ " ' ~  l~(b) (1)-(4) on the ground 

!i.,t nzltiFle filir:g fees would be incurred. 

To the extent ~hat the requirements duplicate existing 

t it,0 [,-. t..he ~ile does not rer~lire refiling of the tariff. A 

l, il,r,i~i;e mU&t file new tariff provi~ions with the vaiid requezt 

.. r.! ,~v.~i~,,ibi}ity and prlcing infor.naticn if zt dc£s not ~,ave 

ewt.-.tlnq [iF*El pruv[sioi~ wiLh . . . . .  proc;;ci4re3. ~^ ~---~'" 

.-; ; i '..,lu.., {e~5 for thosP .e=~.i~ "~ ~:"~_,., tariff ~r..- ..... .s.en~.~ ~ ~ The 

Cc,~mi.~,s,.'on i. ~- requiring that these filings be updated querter) y 

b. i~/..Q..[ t__r.0/isp-~r-ILg~- o~- .K e~n/est'~- 

The CoP, miss*on proposed requiring pipelines to file a log of 

all req'lef.t$ t,~r e~...a, ~-_p,oztal ~oD.. service. The- • log would ,~ontain a 

i / _ 5 , !  C o l u ~ i ~  G a s  a n d  E n r o n .  

...... mz~J 
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marketin~ ,~ffi~iate. q~.e Com_7.~ssiGn belieJes the Items of 

informatio~ re,quired i:~ the final '-'lie ~r ~ ~"':~-~:' ~ ~, i,,~. 

meani;:gful m.onLtoring of ulTd~ly discriminatory conduct b l' 

Qipelines. "lhe Co~..mission hau thus adopted ~eno~'tinq requ[re- 

~ueni.o for a p~p~l~ne s transac~o ................... ,~..g ~f ..... c 

and [ecor~ r, ainnenance z'eqGl~'e:~ents fc~ a pipeli,Te '~. transactlon~ 

with 11chef fi 1 lares. 

The Commission a~so agree'-~ w:~b cem:ents that z, omu of ~he 

data required, such ;~ the supplier of the gas, the end u6er, and 

whetl~er or not ~he gas is subject ~o ~ake-or-pay relief, are 

available from shippers rather that DiDelines. I'~_~ ~ The 

location f~r the end user and producing area fc.*" the suppl~er} 

mus~ nGw De sur,piiea o.~ly [or requests for ~raDsportation in "" 

whic~ an affiiiated ~arketer is invol'~ed. '~[he Commission 

I "~eliev~s the provision of this information is essential to the 

,~r'evention and ccrrecti¢~n of undue d~sczininatJon by a pipeline 

i .12_~/ S_e_ee e.S. , INGAA, Natural, Panhandle. and Texas Gas. 
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~ . - .  :_ . _ . : _ 1 . _ _  . . . _ ._. . . . . . . .  _ . . . .  

A n'l~her o*/ cozmenters St,lt.e that ~aklZ.q S . 5 ~  of the 1EO~.5 

zf i[:fc'::zaticn iF~ the proposed transportation ..'equ*~st log 

available to the public would cauoe. ~c...[etltlve harm t,~ 

~arker~rs. /_~:.i / Almost all such co~.,menters mention the so~rce of 

the gas ~n'i the end user, Other ite,~s ~f i nf°-~ti°~ incl-'de the 

affi!i/ticr, of the requester with the supp]ier, daily volumes of 

qa3 delivered, receipt and dellvery po~:*L~, ~., : ~="~"~ ........ 

~res rot the servic,--, ~he ;- ~.jact ~ , ~  ~/.- -- pa~ 

relief, the transacticP profit~ of affiliated ma ~-keters, and the 

status of the req~/~t. ~_2L'-/ 

sensitive marketing information is important to the pre=~rv ...... 

~-- ~ "on within natural gas marke~s. 'f'nc 
and fosterin~ of c~..~e~_tl 

• . . . 

producing area in whicil "' = • 

_.~.... *.'.~ Co~mi.~.9,~n ag£,'~ ~)~h zo~-nt~ 1 2 : , , "  art'] hy~ 

clarified the ~l,:ol r,~le to require ~'~" " "  ~ccecs -o inf~r=:6tlcn 

.,~..,AoC~ ° 

, . n ~ .  

2 ~  ComJmerters v a r i e d  as t o  when they  thodqh~ t h i s  i n f o r m a t i o n  
h=d to be :ad~ avci!ab!e, for example: -~h~n ~ r"rF~=sr for" 
~ar~.ort~tior, =~ -~r~ (Entrade) and unclear ,sherbet 

" :..&~.,;~ ,,, available (Fxwn,~). 
ll;fO*,.,d'..-i w n  ~; - tO be *,..,.-~-~C.'2 . . . .  ~ . ,  :_~_~ 
producer A~;eocJ .~ti°J-~ ~tat~& ~n~L~ shuulu b~ ~ ~= .,,s~ ...... 
aay £ag l.~. pos~ipg chaP.g~s 1 , 1  *~h ~- ; ~-~n:yu~,.aL*O. l~ 9 , , : ~  l h , =  

eieccronic 5/~uem. 

1?q/ ~ o ~  o :~. l~dicated Preducei's. 
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Ccv.missioe be lieve" these revisions will protract the 

~on~ist.ent with the Co~_.~,ission's open access transi:ortat.ion 

~ro.¢is [Dns. 

The U.S. D~partment of Justice suggests revising ghe ru.ie to 

req-uire disclosure only of trans.~ctiens involving affiliateg. 

The Department objects to disclosure of co~pet~ulvely sensitive 

.... -~:' :. -~e ii-,foh,.,aLiu,.- IL ~.-~ ~,ai~,~G- .; ....... 

discrimination in raver of affiliates. The commenter states th6-y 

.... - __~.. A ^ ~  ^; their o'.'n transportation requests (wb~h 

they have) and the datails of the pipellne'5 ~ransactions with 

• . for comparison. !26_/ 
its r~* ;a* tc ....... ° t~ :.ezessa~y basis 

U.S. Departmept o ~  Justice, vha.-, information c,;nce£ning 

e :  transactions of af .flared 2,ark6te:'s wll! me mos% ~pu~,_aR.- 

• . .... ; , - , ' ; - , m  a~d a non~ffil i~ted ~arketer ~ to 
~iert~;~g beth the ~o . . . . . . . .  - 

&h~ther or l%ot ~ndue discri~.!natlon .~ay exist. A nondffilia~ed 

maFLeter '6ill b~ able to establish "~hethet or ,l¢:t }t has been 

~scrim11~ate~1 atlai-n~[ ~"/ I : ' : v ~ - ; ; ' ;  ~_,2:gu:,L, ~.t ;  j . ~ : l , . [ i : O L i O l l  

a [iEe!ine's t~-allsactions wiEh its affiliates and comparing that 

,,~tn ~':z ;-;~atien , . , , , , . . . ~ , ~ : : , g  - i - c  ~wn 
i -  - -  . "  -:- '~:~ - ;  " " . . . .  - " -  

tran:;actJ,n/Lq. ACcc:dingiy, the Co~,u~ lSSZ, -~* :  [s ' :'' .... 
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...... ~- ~i.-.~ fi'c :"# ...... i2D. ';'-'ncer-~i~'J ~oq1~.~.:t,= 

for trar:sp~,~tati:~n in whlcn a m,liketing affiliate is involved. 

information concerning n pipellne's transactions wits non- 

ai_*illatc.d shiPFers will stiil De necessarf, however, to permit 

c o m p a r i s o n s  o f  ,~ p - ~ . e l i T ; e ' s  t:-eatr,6F.t o f  d ~ f f e r e n t  r , o , . a ~ : l , l ~  

narkc:ters an'J the overall treat~=nt of affiliated marketers with 

the tl'eatment of nonaffiliated marketers. The Con. mission is thus 

rec:ulring a pipeline to maintaln, but ::of file, intormatlon on 

requests for transportation service hy nonaffiliated shippers. 

and to the public under .'he Cemr:ission's discovery rules. I_2.7_/ 

%-hr', t-zn-~DortatiOn lozJ. 

The Commission has m~de some ~echnica] (:|~anges in the 

-port "-- 1 g ~- - " ~ ..... traz~ ~-...... o - s ...~ -- -- 

• The Cummismlon 
supplier be --£mo~ as not ge~ane to thls rule. 

has narroweu the req uirei&~-~'t concerning r ece~*'" du!i'.'~ry 

points so J,a, only c[:e ~ ~,~n~e the ........ 

re'~e[pt and delivery points that are the furthest apaz-t, m'ist b ~- 

~.,-.. o,, each pair of receir, t 
reported, rather than th ~- di_--zc~.ce~ .... e-. 

report the identity of ~he rate schedule ~ppl'/ing to a 

- -  ; ., reque~h. The req uir"ment re%,nr.~;nc, the report'~r.g 
t ran:~pcr ~ar-~o., 

ot [tie volume O- ~ cas %0 De r.rar.spor~;u iLdb .',,:~:[i ciai'if~d t~ b= 

127./ I;% C.F.R. §§ 385.<01-411 (1987), FE[~C Stats. & Regs. 
-- %~,,~r. . • ~ ~}i S37-~8.?,46. 5? Fed- Req. r.q57 '~- 6. 1987) 
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as opposed to volulze$ o£ gas if, be trdllsEJo~t'-*d- T:ae £u.e ~*:-,, 

no',; specifies that reccrls are to be kept until tDec. 31, 1989 and 

~.~.~ [nfe~--aotion that is to be mai1.'-ained only mt~st 0e maintained 

• • • to Com.~ission specifications. 
,~n c,o:!l,ul.:,_ f c ,  T-~z. aC.co.~dJn -~ 

5. z~lemental Cc_,'~1~ents of F.~n and Tenneco- 

~o pipeline coaT, enters filed additlonal commengb and a 

joiDt appendix after the Cpportunity for Oral Presentatiol, held 

on Oct. 20, 1987. 12_8/ Both commenters favor the fair and 

reporting requirements to achieve the ~bjn~:t;ve of a competitive 

._'he Commission agrees i:: u~,rt w~t.~ Error '~-', suggestlan chat 

it req~lire a pipe! ;-~ ta maint -~.in r~cnr~.s of transportation 

• ~ ~ '~¢ and file ..... ,.~y t~ans?ortatio,. " req~le,e.t Drqcessing 
iD.~Gr,.a ~ * . . . . . . . . . . . .  ' 

• _epozt based on the transportacJon log proposel in rbe I'OP,~. The 

-.---a---¢~.. has adoatc ,a- tl:e "~' '~'~°~ ~"~ infc'~'"~tJc~ 

conc~rr, ing a transpert:~tlon reqnes~ ota r, on-atf~ii~te be ),ept by 

th~ pipeline. The ~ .... ~,on is ~ '~i~;~q ~h~ m•~nrhiy ~i'tinq 

on~y c,f data -~onczrnin~ a t~'an:-'Pe :'te'-ien re'4'-*z'---t ":'f ~r, affitiat~. 

Nov 30, :987) ; A~ditienal Cccmencs and Re~ponse~ ef Tenneco 

,C,a~ Pipeline Group, L;:c. (~..*¢ Ncv. 30, 
to Co~_ments of Tenneco Gas Pipeline Grc~t> a..d Error 
Interstate Pipelines (,Joint Appendix) (filed Nov. 30, 1987). 

! 
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Dock(:t N'.)- R :R'!-I-OC0 

t f ~  - .  " "  " ~ 5 ~ <  " ' C / ' : ' L - - ~ ' ' S C )  I C V I  

i t e r s  f r o ~ :  g n e  t r a n s p o r t , ~ t [ o n  ~ o g  . ] 2 9 1  T h e  C o m ~ . . i s s i o n  ).~:~s n o t  

~dcpted these ~:gge5Lion~ becau-se it beliese~, these ite.m..~ o f;. 

ipfor:,:~cioh are needed to e.~tabli~h the comP ~rab~lit'l of 
. .~" ,~- and th~ existcnzc of 

(~[[l[iate ,/;~d h o l l a L ~ - ~  . ~ . _ C :  

unduly discriminatory t'--~t'~ent -with regord to gas subject ~e 

take-O~"pay ~-elief oE tran:~&ctiOnS invo}Ving io~;Sas- 

Both col.nmen~ers suggest ~ne (omm.-is~ic"~" reqn/ire a [~ipeline to 

• , .... ~,,: ,., & ,Jn"l ~:or wi ~9 interest owners and 

v.-ovide a list of ~*~ ~ ..... . .... , ~.-: 

the souKc~5 of --~.r-, " " 
offers of c~edgt undez" Ok'der Nos. 500 ~ _se~. ~he Co:r~nission is 

rc_-~a!rinq a pipeline to =ake this inforraa~o~ ~" ....... 

nonaffi!iateS on requ'-.st to the extent it hakes ~t available t-o a 

maEke~ing affiliate- 

The ,: ,)mr''~nter-~ also sugGeSt ~hat Li%e C;u::_?i£5;or. .e>~_,~,d the 

. _ ~ current re~erttDg 

ti~e ~hipper, 6°r p°rat- a - 

~h~. -~'~PP ...... .'- . ,..:~ ;, ~o~rcm or ¢;a.~, ." - L,~e c ~ t~e- 

• "" s ~  ~ o =  M~-'''; -- -" - nCl Xi*%) 
(~:~v) wneth~ ~n ,,- .~f~li~te loss margin, a [ 

, .  .... relief; ~x.) o .  - ~ie~ req ~lest- 
o: .~.~y.~: . . . .  ~: the tr an:;r)Or~'~ " 

~ . , .  - 7 - a ~  ~5~ (iv (I~8;) - 

m 

| 
[] 

l 

ii 
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~iscounted i-a~e durlng the b~'llr.g ~eri.~/ .o~ .-~ dcii'/cry 

r~ein~. ~2~r~.n ask~ that the ~i.,.&u<int report be- filed 30 ely ~- f~cm 

th6 end of the pr_,ceg:ng l;,on~b because scheduled volur~les cannot 

be ascertained in time to per?/it filing withir~ the c,Lr.n, .z 

required 15 day period. 

The Conumission is -~dopt~ng Knron's suggestion in this rule, 

'- -n or. a .ion will relate di-~,"ount.~ to rates a.~ ~ believes this ~ ' "  ~ ~: 

=~n(~ mnlaro~ ~ts }[r, cw!edce of discounts, amd, thus, will e*~hance 

discriminatory b:~sis, ine ~ule makes reporting %,[ discouAt 

info1~maticn separate from ~he r-~pu: , w~ ~,,--- ~,.= ................... 

in the traDsportation reque%t l~g. ~he rule requi~es a pipeline 

to report a discount within 15 days of the close of ths 

~ipeline:s b~ilzng . . . . . . . . . . . .  ' ....... : .... " to .~ 

,In!e.r § 2e,'~, ~(5~ (5 ,~, (,v~ of [he Cemmi&sion's regulations. A 

I"~_. e report of a di'-count under ch[~ '~ sa[isf}es a pipeline's 

oh] ~::,,zt~n to, report: under that sect%c,7. 

~3~]'y, ienneco ucxluv~:, ,* piFuline should identifv ~he 

lo~atlons zf curr~nt cap-.city uons~ra~x~us ~i!~_<:ti~,g ±~%%--r&ut,t~*~ 

3peci~ica~i'- dealt with £~|is type of ir, form~;un, it has, ~s 

.~L=L~d pxc~i~.~&i}, zc~--irc~ that to the extent a pipel~ne 

provides natural 9as business related i~fu~mation to au 

...... x~ ~. ,~L~o~ ~.~u " r, ade available a [ .  [ ~ . . I  l a k e . ,  ~l~i =; " " . . . . . .  " -  L e  

~ . . . .  ~ . ~ . ~ , ,  1~, * ~  ~ 1  ~ '  ~ h l r p ~  ~ ~ ; f ~ L ~ t e d  a n d  

• = , - -  - 11  I . . . . . . . . . . . . . . . . . . . . . . . .  A 
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Dock,,t }I~, ~'~ : C ; - t "  ' 9 ° 0  
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• C F . . I .  * 

_ 'n ~ c ; ~ p a c : t ' /  constraints. 1 _ 3 1 _ /  

COR~ e l  n l  -~ • 

i"_!.1/ The commisslon has considered the onher suggestions made by 
the commenters and has adopted provisions which it be] !eves 
are sub stan'~iallY in agreeme,]t with those suggestions- The 

other sugqestlo;,s are; 
l) Interstate pipelines must implement a~ ~- enforce tariff 
_ . ~ " . without undue discrinination DetwoeP a[fi!iated 
vrc4"sl°ns srlippezs anu pot~,:tial shipr)er-~- 
9md non-at filiated for 

..,u~- mhe~e 2) Tarlrf prc, visions ~ ~" 5peci(v the pruce du.-res 
scheduLxng, allocating and curtailing tra);sportatlon .... 

I 

precedures should not deperd upon a shipper's affiliation 

~-'__.: 9 ..... • .... . . " " ~_ .- ~ ~., what ~nforma~lon anu 
3~ Tariff proVJsxon~ mu~t ~ec_-f . -..- ____=_..~., ~:..!: ~.~,_-::r':: "" 

by _~hipDers, and these tarzZ- P.- 

~om-ie~ely soeclf; t.~- "~~ ....... ]'" ~ i {.e.~, ~ :n Droce[slng 

4) Inters.a~e P~' *-~ - --~le ~ommlexxty wlthln a 
all pending requests o. com~?~ -~-'-r, ce with snecific 

• ..: ..-" ..~ ~ : ~  9. ~ ID aCC.~';.LL:~" . - , .. 

m]le.,to.'_.e.-, "~ ~ " ..~...n to comPLy wltn I nnrou,~n . . . . . .  , 
5% l'arlzKs L~umt ~e re~xx=u . - • .... ~visions 

v--erstate plpetxnes must =lle an~ _el ~a-- [~_,_s~ 
6} .... =, = . - , , 4  ~.-e~:essi~Q o ~  tra~s[.orta~±~- _t.iuc -- 
for acce.~Ing ~.,- e-*" . . • ~ .... -uthorized to z-ecelve 
including departments wnxc.n ~= 

, ~_,*~a~a . . . . .  [ '- " - -*" - V a c/,~e o[ CO[]GU~-t . -  . u £  

I ,'i .r. ersl:.i~ pl~* - - a  + h e  af~'ltat ed 

- - . ; . ,. r - - e , ~ d ~ - r {  ~ ' O  ,,[or.,,a~l- 

c r a r . s a c - - o a s  P.-°"~'aeu.[°a~ces[*Tran~poztcatxon s e l v . ~ e  e x c e p t  

:'" •" j_~.:_ ..k{..~. ~G reK~/ired ny the Co~mlG~o.- ~u wu 

repDrx/i ~, < . : e  t9-~. -~ r _ .  ~ - ~ , - ~  nz-(~ct.dufes fur llot!f]'lr.~ 
S) In~ern .... ~-r-*7-" .~;,. ~-~ - ¢  ~tl rece]oz oolnts, 
~hiooe~s and potentla£ uu-~Pet= " -  - ~"--'--:-~ "'clid 

nomi:tat~ons exCee= a~a~/~b~c. ~-~b~k*i~c v s%atino that .-.he an 
9) ~he commisszor, shcuL- auop. o.Vi. * - ~.- [ts a~reeme;.t 

• ¢- ,=¢- nlDeli*:e vill nee conGl~lon oz ux= * - ,  - 
! n .  ~r..ate c = • . . ,  ,-~o-or-Dav relief to a n  agreemenv 

i °*~ ~ 'e  ] [~'~e~,e g a s  S L I D ; ' 9 %  ' ' 3  & " ( ' ' ' - -  " r  , ~  ~ x  ~ . ,--~-=im = e V X ,  l C e S  

- ,  . . . .  r" . eZ~nc a r z : , . ~ . i a t u  ~ f  L * ~ =  p i F c * : - n ' = - ,  ~ i  ~ ' - " . -  . . . . . .  
from any m~rk . . . ,:- ..... q-or,.a--~n 

" ' t O  -rcvlue O r .  =X/m<~±u-- ~ ' ' - ' ' "  ~ . , . _ . a  

by th~ plje~Ine . ~ ,  ~-- .,~;. flare reJateC. ' C o  t;~u r~.~=r_se~ 

I0) ~ ~l~teI'staLe • , -cl!lle sflo,/&~/ C.',-* 'Jl : ;~ ":* I ~'~ " ~ ' J  (c(~r.ci~Ided. • . ) ! 
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c'. __ .~2_~ z= ....... 

st 13 
~[he Cclzm<so!on prcpo=~= a n  Spell &eason access porlcd 

days before a pipeline cou}d beco~.-.e or resume xtatus as an open 

access transporter, apply f~;r any other siqnifican~ transporta- 

,.. authcrizaticn, cr announce .... I ca&C ~- - ...... :'-- 

.,.~..-~.~ '['he Co~r:is~:inn "-'as conc_.n~ _n~- a ,.-~--- -'-J 
. v, _ _ . ~ . .  

advance notice to its marketing affiliate that the pipelinP 

inte,tded to see}: certain transportation authorizations, the~'eby 

. . . .  ] _ _'~. 

O l  v ~ ,  .m•a. i l l  ~ ~." ~iS,.,. • ' 

.'qu6ue ~:p" in advance of tne forual anncdncement by the pipeline- 

be 
Requests .......... k-lng th~ op~n ~a_~on [)~liod would 

c.~,~_Omrc'r~. ~O ~ve bo~-n recelved sjm~l[t:~meouslv- _be ,2o:,i7,i&&~...~, 

stated the effect of this proposal would be to place all persons 

• &no express -ntei'est in 9btaining transpoztatien dufi~:~ the iO 

de,' grace period equally -first" with an eo.val claim cn the 

tranBpo'~'tat~on to be offe£ed. I__3~' 

~_//./ ~...cv,,~la~e~) e.p~cy~s e.n~ facilities ef t:he 
t ....... ~_r,'a ~: each o: its at.'. iiiated 

i-=~rDr.a~e FipeiA.-.. ~. -o.-w~.-~ 
iparKel:ing ce..mpanles, inuiuding wneu',,.L ~heKe are common 

eT.i~icyee~ for any functionel activity of the ._-ipeline 
~ 

c::mpany and t;,e m~,k~ ,,,~j u~,,,,:..,~v. 
Ii) An interstate pipeline should file procedures used to 

n.~drass and r ~I ........ a='-~ bh" sh¢,~-Fers ~.a . ~p.t~al 

:ih !DDers 
12~'~n intei'state pi'~ellne si~ou,d file procedures u:~,-'~ uu 

_ . . . ..... :[ii ~ ~,,,~ ,-." ....... .~. an ~. ~-,~-' :el 
~n,o~ Rfti% la'..:u'5, a,:J ,,~,~a~ ,a ..... I.-* ~'-- - ...... 
~h~=~ :~ th~ ~i~nq ~-~ +~'sFn~:'ati°n services. 

13.2/ 52 Fed. Reg. at 21,58J. 

m llJ ii ̧ m . . . . .  F ~  
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Sof.z'-" CO .-.:'~'':;L'-'~:' . ..i~ L,: t:.c ~O~;u.~z- .._~..-=~ . . . . .  

• , . ..... ..,. ~ Cer-r.:en ~-er~ req...~ t (~l,~:.i¢ica[iGn 2r supDort 

provisicns should be ccdif~ei, eithe. ~ as pert of a .-..arketinq 

icn regu la- 
a.,~liates rule or the open access transDortat 

Di&~rlbuKor Gr~u~, Uz~ited D~t cib~'~''~7~' ~o. ~,a..~, 
-& 

Counselor, Paryla~d Feep]e's C~iis~l, ~r,t ....... , -- .... i 
,,~ ~ G~ united Gas; 

~ e ~  t • . 134J For examp -~e. Enron, Kentucky " -~ ._x~ == 
,-%r*d pumziC re,vice Picctr~c & -~s Cu~.panY {PuL~.:C Se~xu~). 

Enrou, Texas Oas~ Unlted and Cit~- of wiilcu< & AEPCO state 
an open seascn is unn~-c.essar'/ in liqht of the standard& cf 

in Orde: Ne. 436 certificates. 

13 / Had~on rsupple~enta! f:llng!. [h~ Producer ~arketec 

i~uj .e,..,~ . . . . .  r . - .-t~- :-c T,-ans~,isslon Ccr..p~'r.y. 

" " '- i^i ~ =l ~O FZRC ¶ el,l~J (19~i) - 

~ , P a ~ o n  i n  
The Commission ha-'~ ..... -.--=.' ~e ~ 5R one.-, 

[~;~ivi0ual proc~edihg,~ ~,o achieve equal a~c~.~. ~, to the capacity 

h~in,~ offered. ~36/ The open season is intended to counteract 

' " ' _T~- 

receiving advance notice of a pipeliJ~e's intent to see,'% ceZ~'.. 

transpor~Dt[or, authorizations, if -n~u~:u~ ~-~ a~,~aD~e ~o 

-,, .... ",-~'a-s "~ +h= ~-~ r~-e on the avalldbi] ]tY of 

transportation, there ~ay not be a need for an open season 

• :,, ' con&idet- el: open 
require~e~.t- The Cc~r.lssicn -,-~,t_.nue to 
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i Docket ;~.3. I~MSV- 5-000 -- ]2 -- 

i Go ~G.'::l o:1 d LYd~ G: ~.'.:GL: L :.~i:i. :FI ~ltlO:~, ^'fllt: i~ IG nOL 

i . ~ . F o u i n g  .~.~ opO.n ~ e ~ . , o r .  r o q u ' . r e T ~ e . q t  i ; *  t h i s  r u l e ,  t h e  ~ _ ~ . ~ . ~ c  

re~rves the right: to do so in future i~ it cete~ines it is 

2. "_Dual" a j~Dr_qach, to/~p-.line marketing affiliates. 

prohibit a p~Feli'~e t~at Js not sub~,ect to Order Ho. 436 frem 

having a marketin ~f'~iliate. bur al~,~.w a p ~ n ~ l : . ' n e  tb~t ;_~- 

uzopo~_ed this approach to encourage a pit.el ine to become an @v4e~_ - 

,,u. -~6 p~p~ne una thereby forego anf market Dower it rnl~ht 

e'~en foz Order No. 4-~6 pinelines, its concern remained how the 

p~pezlne-z~rk~-ting af[iiiate combination should be structured cr 

requlated so as to prevent und,le dlscriminatlor, by the Dipe]ine 

"fne ~alorltv r~f t.bose commenting Cn t~3~ issue w/re a~31,,~ 

bd-~ring a non-Order .wo. 43~ pipeline from having a mar/.etinq 

affiliate. .'~_-,~j" These commenr.er~ argue r.h~,; r.here is Do ra~io~ai 

ba~'s for the c~..h ....... ; " ..'.. ar.cl ~n,~ ~uc~, o p~'ohC'~it.±on would 

I-$L" 52 }'~d. F.eg. aL 21,579-2~,560. 

.~3., Exxon. ANR, ~ll~'oD. K_nt,.~:. .~_,.~, N~,'.z.~,~,~, ~,'~i, iA,~:~ 
~_~, .,^..~ :.~n',.:r., ,.-^..~ ,~]':~ :..'c._,te.J, AGA, A,SD, 
............ ~ _~.~,,.. .,.~ Gas COP.OAI-.~ of h~w ..... Hoxac~,~ Yhe 
Process Gas Cons~m, er GrouD: Virginia. enter Gas Mar}:e~.i.ng, 
Western Gas Markutlnq, and The Drgd,~ce~-Marketer 
'l;~nsportation Group. 

! 
i 
i 
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p rcg ~ a,.',. 

So.'ae CO.T.~,entars, h(/xever, 3upportud the proposal. ./,9/ 

These com.-enters argGe chat a pipeline s,]cuid De rewarded for 

taking the ~ncrea-~;ed ri~ks ot becoming an open access transporter 

and th~,t a pipel.ne should not De allo:¢ed the full ber1£fi~.s of 

c-u>;tcmevs the benefit~ of - ~ - "  : . . . .  S 

t~ ans~orter. 

tar a pipeline that wishes to have a marketing affiliate ~ w,,u]d 

no~ resolve its concer~,: over ?references a pipe[ine may give to 

pFactioes ar~_ re]~ted Po open access 4.~, ~.~ • - Q-r ........ a5 well as non- 

vff.., ~,~= F_L,~,%eS. ACCOL'Qinqiy, the Cora.'z.:lssi.on Will ,,~t 

:~ursue ,i:e proposed ",~.ua]" approach in this rulemaking. -~,i,3/ 

Columbia uas. £owd-/iZl::ui~. indiana Utility Cons,lm~r 
Counse;or, Maryland People's Counsel. PSI, and Sunshin~. 

~.;0/ v~....._ Co=mission has, ..~.~.~ ........, cohd[tlu::ed the ~biiit~" to 
eno ag~ in selective d~..~:ounting on pipelines' azzcDtance Cf 

~a,..=. Cel~i~ic~to. S_e_~ d~cus~ion atone, 2.a. U~iform 
~nfu~cemen[ or ~_ariTrs ana strict er, foreer~e~t of tariff 
cen~_!tiens 

i 

! 
i 
i 
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• , " " - U O O  D(;(:k~>t :10. (.,.,I-_. 
J4 

I ) .  t ,  .._ Cq ..__ 

,.~['_~:7.~t '_<>:I ind!c~te-'; th_~t ~ .-.-,," unduly discciminatorY 

pr.~ctiCe~ hav~ oCCU rr~)d- Some co~n:zenters a.3k that, in qene'_-a] , 

~he Com~Ission fellow Opinion No. 212, 141/ which states the 

O,G , . ,  ~ , l  

a r @  
C,,C -... ,g • '__u=~ 

described below. 

. _r_e _~ un_dm - 

di.~criminatory practices ha%e cccurred, one pos: ib!e remedy would 

be to reqdire the pipeline Uc ref,lnd 

an a.-.,ount reasonably calc'alated to put actual 
or p.~e~pective shippers and supp] iez5 who 
were inju:fed by the pipeline's undue 

nave Deer, nao KP~: unaue a~s~r...,~n-h~ 
occurred . I!3_/ 

~-,; ........ the re.-.edy d~scribe] ;~ ,!a,:agec 

to re~liTe damages ~.c be p~.d. i ' , ~ _ , "  o~e c-~:nment er .~tate~ than 

: 1 ~ . ~ 4 ) .  1411 ",,', F~C ¶ 61 352, ~1 "~'I'~ 

~CS !5;_/ re::~ "" anJ T>;G Gas ,..~Iket.ng- 

52 Fed. Reg. at 21,581. 

~ ,  .~ . . . . . .  ; . ~  k ' - '  = . . . . .  " ~ ~ " -  " ' ~  

:r; : r 9 

~rV,'... ~a2 U.S. " : - - -  ' ~ 196~) Mon~ana-~akot~ 

N~rthwesre*'n Public Service Co., 341 i'.S. 246 (I '~51% F-~C 
(continued..-) 

ir~ 
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- -  " ~.~a., ;ca - c ~  ~.~'E.',..zBS ~,'~lq n,'. 
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~q laasso/ppt, A-~jC%O~TS~.%WS ZOU ~-~-,'1- Z . !q . '~  Ggn~sT ou ,357~.I ~ . 2 , - S x ' ; a  

i~:pa~a~ .q,uoTss.i,,,.cu D a'J] ~au~:P3 ~2~91 ~?,Ug~':£'-.SD .~E.L~'~C. a q l  

TOe UOT~D-3G ,UO~SIAOI d ~I3U~.S AIIEX.~u~sqPs aq~ ao~un aXo~aloql 

~[:~% ~f~: ,9~l% IO ~T ilO1~O~S laDul; ~,~IXOt~nE i~513 S~i~ LIoI. SsI'g-qo3 

o ^ e q  vInom 

~ um~7.qod t=,q:l u T ~OT~U~.~a~ 19~-~p onpun s,~u~.la~x, d e A q  p~/n~u~ 

l.v,,,~,,e~.--~)=~ ! "~',.IU~C.L!~ ' "  T O  

s?ioe[ 3T ~et;~ .~UO~BSSe C~ ~ ; l o z :  ou :;oas uo~ss3caeaoo ~tl.L 

• BU~I~oP 02 ~-I PBII.~ ~q~ 0~[o]^ 

p [ l l ~ ' -  [L.~-,5,£,-[ ~ L~-,,*5 a u 3 a e ,  i--ac" - , ' - ' ~ ' ,  , ,  . . . .  . . - - -  . . . .  

BR~ .uo~nu3~a~.~c~( p a r t p l l , " l  ~9 ,1  . . . . .  ~B~:T~3C~O 

pun lg,-~ 0% :~ouTlod~.d bu~.Ilnba~ po,.;edo*'d -'~'[t' u ° T s s 7  u ~ ° D  oII'L 

/ I . ; ' ;  " p a a a q ~  04 -~ . . . .  , . . . . . . . . .  '" 

. _ _ ,  . . . . . . . . . . . . . .  -: : o d s , . : e . ~ 9 .  a v ~  z a q ~ , a q . ' ~  
- - .  " .21 ,7" ;"  7 , . - , t : - -  :" " "  

O i J O _  ( _ Lf , : .~ . |  o lq  -D-)S{ :)~)(l 

8861/ I0 /90 (IETDT~OUN) ~Qd D~3~ L~0-8~908861 



z~uDz~-uz~I FERC PDF (Unofficial) 06/01/1988 

O(;L.:':: t I '~!(;. i,~1~a 7 - % - 0 0 0  

.. ° _ _  . . . . . . . . .  

The .... :'-~: ...... ~-r~-,_-j cnn<id~rih(9 c°r'°~"":"~ ~rosK.".t "'~ 

~rd[c~ted that unlawful, unduly discriminatory practice& have 

occurred. Transportation cot:Id be condltloned on I) loss of 

.... ~ ~ - arrance! by an ,~f!:iat9: 
priority for some or all t~, ~por.a~z~n - -- " 

2) limitation or elimination of the pipeline's authority" to 

~ransport gas sc!d or brok~:re~ D'," rhr~ mark~r-=ng affiliate 

, ' ~ :  - ~ nt 3) restructuring of corporate structures of 
.... orce...e. ) : 

~,,-~i~nation; 4) t(.u~latin~ the a~filiate in the future as part 

of the pipeline; a.~.d/o-~ 5) divestiture of the affiliate. /-~9_/ 

!.:ren Gas Marketing states that thz Co-- "t~-.~ssl°:~ iack-~ t.'Ic 

legal authority to impose such cc.noitions. 

The Commission believes ~,,at =.me 

unduly dis,:ri~,i::ato-~: V ractlces, the cenditions for transpo~ta- 

, . , - , .  ~-~ e e reasonabl ~- 
~'~n it has e~um~rated ~6z consideFation 

• - • . _ q a _  
, . . ~  .-~ .... -.-,rio-n: f',, ~ % % * : "  z~.  has the ''" ~ a'dthmFity ~I[!':~r 
_ . . . . . . .  - - * ° .  . . . . . . .  

'~,". 7 D f  the FGA and section 31~. ot ~he :~,qYA. .'-__5_~/ However. 
-ect- .n 

! 

k~._q/ 52 Fed. I~eq. at ~1,E~2. 

. . . . .  ~.,. :~ ........... ~,~ thr- ~:~t ~e!d the 

Co,~,j.~on has bro~d powers to deal ~itb urdue 
d1~crlm~na~ion inci.Jdir, g the ~o~el" ~r.der sec ~c.n-~ ~, 7 ,  a~,~ 

Cc, mm~ss~ _ . ~  ..... o fg_U__@x-j_:rp__le, A/~K Pipeline Co., 4± 
• ~ .9 o 

YERC ~ 61,ul-, 'igS;; ~--.~*' ,'" ...... ' z~::.- .... "~: ...... 5--~ 

~--~--,~',,;~n~* cnmcany ~n~aqed in un,3ue discrimination 
.... 2.~-.. , . . . . .  ~ ;co  a n r , ; v  t o  tzansDort gas for its 
..... :.aqu= .... = ..... ~ " ~ (continued...) 

J 
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thi~ ti~c Doca/[O it 

effectively deter .]~.,.inJ here will 
hclic','e:. ~he rule _t is promnl" "'' " 

. . . . . ~ . . . . . . .  SA 

affiliate. 

a. D ~voj[c_e~.~nt__ .~nd d i v~t i tnq_e,- 

The Con~nission proposed considering the remedies of 

divorcenent ar, d divestitdre as pa~:t of its (:ond4t]oD~-D~ a~:th'~rit*:" 

in the event that ~t found unlawful, unduly dis:_£imi*~atoL'y 

~ ~ ~ that 
practices have occurred. 15_i/ Generally, the c~m...en~c~ 

~:~s ~,e.~ {~i ~ntmgration: ~nd be outside 
eliminate the bene-~, cf ....... 

the Commission's legal authority. _152./ The commenter~ that 

su~)port these measzre~ g~nera!ly argue ~na~ dlvoru(~L%fi,= i~ ~u 

, . ' . ,  effect:re remedy fc'._- un ; ,uc  d;smr~minatlcn a pipe:inc :n 

favoV of ~t.~ ~arKet'-;:q a "fi!ia~-e- ~ ~IP_~C(. &tares thac n¢,sc 

abuses wi~l resui~ simply from informal co~u.un~,:ation bet;;een 

vLpe~.ine DeruonnP-~ and the affiliate. 

divurcement or divestiture in this rule. Ehe Col,%~i~sion believes 

that the current rule m-~y De sufficien'c to keep pipeline 

sales customers in the event that 

~.._~ Part "*~ ......... --- - 

it ceases t c  transpert 

!5]/ 52 Fed. Reg. at 2i,582. 

'~ "S~ ..J-} - ing. 

~53/ See e.~, citizen~ znerqy co~orAtion, Natural Gas 
~- - ~'--- and PSI 

Clearinahouse, Inc., Ch]o Gas M~zke-1 .~, 

i 

" V n m" 

I . . . . .  T-~ ~ - r ~  ¸ ~ ~  ~ ~  
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• , ~ a =  . . . . . . .  
• , -  - , - a r - r ~ . n  ~ _ t h e  a ~ p l i ' c g t L o n  o- ~ s u c h  ~ " " Y " ' -  b o . ~ , , v o r .  

T",e U . S .  D e p a r t m e n t  o f  J u s t i c e  e x p r , ; s s e d  t h e  saue  o p i n i o n  i n  t n e  

public he~ring held in t..- pro,zeedin(d, i.9././ V:here necessary, 

t L , ?  Co,-~,i-:?,ioT~ will censider and i~,pe~ di,,or~ement or 

divestiture to prevent a pipe!ine's undue diccrimination in f~gn'" 

of its marketing affi]iate. 

b. _Logs__o f m_r~mr i_ty. 

The r.,, ~ic.--{.~-~ [r_-,pcs~d CoP, P.i r~°r'inc p_-esent c: .~::t::ro 

.~n~wtm~inm O.n. 10$ ~- [;_~ Dr er{ty for ~G,Le or all transporza%ion 

arranged by aD affiliate in the even[ of lnstance-~ ot undue 

.. - ~ . diucr'_mlnat~(~,".- m,_,::,e c,)., ~ ,~ . , "  c. Atate th~ .....~_. penallze 

otfenc~]ng plpeii,,e, ib_k/ rot tf%13 reason, "~ne ci~y e l  Wiiicux & 

addition, 
r . ..C.. ; ~EFCC "~" *-- the o-,~,, he nrosp;(~tive only. In 

this cou~enter believes that ~;~-~n,n.~ tran.~portazion on lOSS 

. . . . . .  : " ' "  beCaUSe :~ 
of pr%orlty was beyond Lhe ~ c = ! , _ , ,  LSSLOn' ~ ~u,..or• ~x ~- 

would require a pipeline to act contrary tc ~ts tariff. 

The Co~risslon a~ree~ that penal:zing i~no cent- thir~ parties 

is ur.desirable- It would, therefore: ex~i~[ne lo.~s of prlor, hy as 

a remedy exte'.:,~l%eLy oezore a p p ~ y l n ~  ~ c .  , [ , I ~  uum~ux.~s±cn 

bell_eves, 5r.w~ver. that any t~-ansactiom in ~:hlch a mat-ketlnq 

• ~ : . ' , , -  , O * ' t " , G  ~ 7"" [ 0 . ' . "  Z e e  r e m a r k s ,  U.C.  Dcpa-_'t~:ent c f  " ' " "  . . . .  . . . ' ~ -  . . . . .  , 

Oral Present_~tioe" (,3, t. 2 G :  ig87) at. j~8--12.9. 

15:,/ City Of Wi1}~n~ -': AEPCO and Enron Gas NarketiI:~. 

. . . . . . . . .  ~ - - .  ~%- . . . . . . . . .  T - - ?,, .  . . . . . . . . . . . . . . . . . .  
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.- ~ ...... ~ .... :-~ r~n:li.--c.-,,eI1~5 (L'Z 

5: C .~'dl': ~£~b~,u tO t~e :iGFA. 'tile ~tLr~ission .~ca~.'u ch~L ,~i 

order KS i~plement the NGPA end properly discharge its duties 

thereunder, Jt req~airel i:~fc~-ratlon ccncern'-ng all ~ ..... ~' 

. . . . . . . . . . . . .  • = . ,  

a2proprsate *:~der sectJon 5ul of the ~IGPA to ensure that thr- 

reporting requirezents "/iuclose t~.e nature of the trnnsactions 

being conducted. It a!sc ~uund that it was Pecessar'~ and 

~repL'iate to grounu ~he ~e!;ortl~*~ a~d ~uuzc, k~eping 

re,~i~omenr-~ on its au~horlty under section 501 of the ..... 

to ensure co~p!iance by apQ!i '.:at~on of the civil penalties 

the t~an~nor rati~,~" authori',a~ir:n re- ~ the iron.action- ]5~/" 
• . , _ 

4. En f__o_r cement Task F ~ -  

Was 
. . . .  O The Ccmmission =~= announced in the .~IOPR that it 

_h.~ ,=.roe o~s 
establi_~hing aI* inforl~al f.~ct gathering Pro ~-:es~-. "" ~" 

conslst~ ct an Enforcemen~ Task Force to r=-ceive Csrplaint~ 

'o---J un/ui~ discriminatory activities by marketing 
concerr, ino a3 _.~- 

affiliates ..~nd to initiate preliminary investigations into 

compJaints purs,~ant to § ib.6 of the Co~mis%i6.~'s ~ules Relating 

- - -. ............... to verify' fact~, ascertain the scope of 

any prc~>~e[~, a,~.d attempt inf°-'-~" reso[urio,,s. In add~t;-on, 

i~/ 52 Fed. Reg. at 21,583. 

_ib__~l la C.F.R. § lb.6 (,~o,;. 

i! 
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-, "~-'~ " ' " a~'~ an~ iyz.2G io[ p. e=¢,].*} ..... to t~'c 
C,~e5 ~[,- C . . , w ~ -  £ 1 2 [ /  

Ccrum, issign to discic3e the nature of the ccnplaints and ,~!low a 

deci_~ion ~s to whether To institute fo~ual investlgat~ons ~nd/or 

~efei- matters t.-, the D~par~ent o[ Justice. 161/ 

Seve[al pipelines Co~Tented that the procedure:~ "* "~ 

by cor. pet~tors. 16__2./ Other cem.nenters, consistirg cf local 

distributicn cot-pal:ins and i~.dependent marketur~, emphasize the 

need for ~rcmpt resolution cf complaints..~ 

The CCD-'~ISSlC~n DOllave& tr~e l~5x r~)r[:e nllu ul,~ ,~v~xx:,u 

~.~ ~ ~.-- ~ ..~ ~- res.~i'dt, ion of potentiel r~is~inderst3ndings and 

disputes. They have also assisted in bringing to light some 

practices '~hi,-'h ,¢a--r~nTnd more foz-m.al cansideration. CoF~enters 

• ~!ho .~d.~ressed this issue at the oral presentation slated That 6pe 

ho~iine ~'~ working a:~d ~ha~ it had a substantla.~ effect on 

rt.solvina disported.. 164/ The Cor~iss!on anticipates that t!:ese 

proceGures w[i] ald in the prczpi examinat~or" of c-,ml:!aints and 

Tke Co~Is&iol nlso proposed additional. Drsceaure5 to be 

utilized for compl~in%;s consisting of the in!tiation of hearimgs 

52 FeU. Reg. at ~1,531. 

I~2/ Muuntai,l Fuel, Te~a& Gas, and Willia~. 

"-~" (,coup, Ci~izen~ F*le:qy, ~lld ~hio Ca~ ,-~:~-.-q- 

(oct. 20, 19~7) at 82-@] and qg. 
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• .-~ which a pipeline wcu!rJ be" directed to show cause why it has 

not unduly discriminated in favor of its marketing atfilidte and 

fcrr.al investigaticns co~duotei pursuar, t to § lb.5 of the 

~GD &tares that it is important that p~pellnes be requl~ed 

to snow caune that they nave nor unduly f~.IwCCl.~.Inated znd - 

Delieves the ~how cause requirement mirrors the ,,rebuttable 

presui::ption" standard urged by the ~-%oc~te~u- ~ag Di:st~ibuto'-'~ 

.-ase i_6~ / NIPSCO responds that snILt'-ng ~ne mu~O=~, ~f ~Eoof :,n 

. -- ..... ~---:-e-~ b" citheL" the HGA 
...... i_.. g. Y , 

,,~- ~he NGPA. Thin commenter Delieves the investigation of undue 

~Isr-rimi~etion is carrieJ ou_ u~der section 5 0£ the ~A d,~u ca at 

~he Commission or the third ~arty ~:a,.~,,~ ~,,e a~.c~. • 

the bu[',J~i~ ui p[uof. 

The Com,zi&sion does not believe isst:ing a ~now cau~ order 

shi~ts th = ~,,~"eP 0~ pr,~'of to ~he respondent- The show cause 

order C O~:ten-~es - _D-u . . ~ "  . . . .  : - .  " • • 

~hat he must apDear- Th;: Commission ,~- ether comp] -~ant ~t~ ~] 

bear& the burden of prDof as to discrimination. 

16_%/ IS ~.*..~-. ) -~-~ .!)~n~. 

1987~. 

m_ . . . . . . . . . . . .  
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I V .  R F G U  [ ~ % ' I O R  Y F[~EXI_~.TI,FI"~_Aqq'__.~_rAI:I-;.'.~;-:tFI' 

When the Commission is requirad by eeoc/e:'. ~=~ ~' J~ 

Admlni.~.tratJve Drccedure Act (A.,~), 5 U.S.C. 553 (1.98_2~, to 

publish - ~ ' "  " " "  ~ . . . . . .  "~ : -  : ' "  " by - . , ~ .  1 . . . . . .  t . r c e v ~ c ~  r u l e , - - a k i ; ; g ,  . ~  . ~  ~ , s c  r e q u i r e d  

c ~ • , %  r ,  e .  _e.tl.n 6.23 of the Requl a~.,, . . . . .  Flexibility Act (RFA), 5 ~.o.C. 

~§ 601-612 (1982) . to PrePare and make aw~Llab]~ for D'Iblic 

comment an initial ~-q,;l. atorf fl.~xibility analysis. This 

analv~;e. {~._ =~__~.._._ u.~icss th.z ~,.,.,:~*on certifies, pursuant to 

sectlon 6Gb (b) of the RFA, that the proposed rule would not, if 

5 U 0,~,'[- . . . . . . .  r, rc,~ulg.%t,-~ ~,, haY, %- a sigltiflCa!-!r ~,.,~o ...... - i .... ,.r e:: a ' e a,r.~i 

numbe= of small entities. The RPA is int~Id~d ~ ~<~,re caref~!! 

a,,~ ~,.~ �. d ~Q=hCy ~ula~.'~GecahJon of rules that may affect s,_~all 

~,,~,~le~'~"' :' ' o -in~" to enccurage c.DnsideraLiun C; -.~.t~: ""-~..a..~;;'.e auproaches 

to minln,ze harm to or burdens cn sua[l enr. ttJe~- . 

i,~ Lhi~ ~a~e th~ R r A  zequires tne Co*,~r, lssion t.a analyze only 

the impacts on small entities that wou~-d be .~ubject to thls rule. 

Mnzt interstate natural qas pipe*Jne~ that ~,ou;d r.~mp!y uith In.is 

ruJe do not fall ~!thin the EFA's ~]e" . . . . . . . . .  ~;-;~,~n o~ small e,nt;ty 

becausu ~" size. 9herefcre, the ~ " ~:rn ' -. .o~mls.-_~. c~rtlfies that this 

iuie will hot, if p:osui~ated, have -a si~ni~ic~:%~ ec(anom-~.c :mpact 

on a substa*,tlal ntamb.>l- ~f s_~l! ~.nti~.ie~. 

V. _PAPP.RWO~ RE__DI~/~.~ ACT STATEMENT 

'[~e intozn~a~_ion collection pr~,~on.,~ i ~'.. ~.h.~ ~- zu'--- are ~.ng" 
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l ) ( ) ( ' l : P t  P h ' .  l e M R ' ~ " " - O ( ] C  - [ ~ 4  

- -- a:.c. ~ t" ,%Fiu-,%%,~l .... ~ ~ the p.ipe:wor;: ReJ1:ctlcI~ ~,37/ 

req:2lation5. 1.6_$/ The C,2mmlssion believes that the report]hg ~nd 

recor~}.eeping :equirerents ]~ this final rule are essential to 

the disch?rge of its duties undeE and entorcemer~E of the NGPA and 

the ::CA. 

Intcresncd persons n~y obtain infornation on the information 

collectlon prov:.slons DV contaCtlng the Federal Energy RegulaKory 

Conu-/issicn, 825 No~'th Capitol Street, N.E., Washington, O.C. 

- - . . ¢  . . . . .  t l O ; ,  - " 
• " ," ; . -  ' - , - f - " u  o f  ~ . . . . . .  u ~ , . ~  

20426 ~ .... ( ......... 

• . .- --o- -~ ~ -" n=':-='';-,', Comments on th~ 
;<esourcE ..3,,3~.,.0.,~, (zC:; ~u ..... s - 

..... :~-~ can he sent to %he office of 
information collection L ............ 

Information and RegulatOry Aff~irs of C2.3, ::cw ixec'.tive r-'f~icA 

. ; . .  . c e .  

the Federal Energy Requiatory Co~nmissxon. 

.:.-.- ~¢.,- 'insert da~e that is 30 days 
Thi_~ final r~:e ~s ~ . ~ , ~ c ~ . , e  . 

after publ:.=-! .... +~e _~;~_,]_e~a__[l ~,:~ .... , 

l . , i . ; t  of s uld_e~_~ts 

• a~'-t ~8 c.~__K~B. ~ . . . .  - 

~aLu~ al ~as 
o ~ . ~  and requiremen%5 

18 C.F.R. 

16: 

recordkeeping 

F ar~ z~Q 

Rep~?'t!ng and rec~rd:<Pepi,'.g ~qniremenns 

l~_~/ 5 C.F.R. § !~20,12 (]gs-)- 

i 

i 
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L o c k e L  No. RM37--5-000 - 8b  

i '3  C.y.__R__. P_a_V_t_ 28__~4 

selective discountl ~g 

In e~onsideratio~ nf the foregoxhg, the Co~z..i -~,si°n -=d'd=" ~,r~ 

16] and amends p~rts 2=-.0 and 284, Chapt,~r I, Title 18 C~de of 

?e~er_~ Regg_~_~ as set forth below. 

Y _~Eparate st~te.~ent at ....... ._- 
I . . . . .  . ~  , .  ~ ~m~i~sioner Trabandt concurred wltn a 

o ~" ¢ "  - ' separate state~..ent attached. 

Lois D. cashell, 
Act i,.g Secretary. 

! 
i 
i 
, i 
I 
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I 

I 

I 
I 

# 

i 
i 
1 

p o t ' t  l G l  

PA-RT 16 1 

• " " ' tO ~.:.; adu<~ rein] , ~ . ;  follows: 

- STANDA!<DS OF CONDUCT FOR IN')'FR~:':'ATE PI :~EI,INES WITII 

MARKETING AFI:'LIATES 

S~C. 

161.1 

)6i.2 

lol.3 

Applicability- 

Definitions. 

Standards of conduct. 

Authority: :~aturai G~ A,A : ._. .:.~ .... 717-717-" ~o~) • 

Natural Gas Fclicy Act ol 1978, 15 U.$.C. 33~i-?~2 ~ .... , , 

Organ'_zation "~ 42 U.$.C. ~i01-7352 
Ee.~art:~ent of Energy ~ '  " 

,i,~ F.O. No. ~AL,~"J, 3 CFR 1978 Cu~:p. p• 142• ~_.B2) ; 

This part applies to any inuersL~t~ ,~aEuraL ga:; D~p ...... 

that transports g,%~ for others pursuant to Su~parts B~ G, or H of 

=~t .:~'J-i ,~-r n, ..... ~ t.-- J~b, ar~: A r~r ~: of Part 157 and i~ 

affiliated with a marketing or hl-ok~c-'i-~G ^"";~'" e.-¢capt a 

pi~e!ine tb.~t dOa. ~, r.ot cznduct an'.," tr ---'.~.s~Cti°nc " ;~ Its 

at f iliated ~arketer. 

161.2 ~i.t ic:~s- 

.A~u:a,~: '.'her. used IP. ,e,a,.~.n ......... 

~ ~ yerson which controls, is controll~d by, or is under 

;-e~-.~en , : , ~ '~ t ro l  w 4th ~i,cb person. 

~-:~^-~ ,-~ %he possess!on, d}rectlv Or indirectly, of tl.e 
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i 

! 

.~utnor~ty to ~..~.ut or cJt; -~,e _.,e d;zect Jc;; 
- ~ .note 

policies o~ a cc.~pan?. A voting interest of I0 pe.cen~ o*- 

cre.~te~g a ~rr,9,: -.~_;.on of control. 

,,Potentinl shippers" ~,,edn~ all current trz:nsportatJon and 

.,,-~ ,- of ~n interstate natural gas pipeline, and all 
sa'e~ c~s. o..,ers 

~,eu.~on~ who have peAding requests for transportation service or 

for inforn~atlon regarding transportation service on ~hat p~pe- 

line. 

§ ~61.3 Standards uf ¢G.dn~9- 

An interstate nacural gas pi;~etine must c<n.duut its bu~*Lu~ 

to conform to the following sta~*dards: 

(a) It must apply a %ariff pr~vision relating to 

transportation ~n the same manner to the ~ame or slmliarly 

sLtu*ted persons [f there i:. discretion* ~" the application of uhe 

[_L'OV i S 2  L) I I .  

th! Tt mnst ~trictly enforce a tariff provision for whic.h 

~_here is no discretion in th -~ :ppi.c..t.cn c£ the [~ro "l%-~ion 

(c) It may r, ot, t, ~ujn a taciff p_-ovzs~n Dr o~he~.:!se, 

give its ,~arketing affiliate pref~enc~ over nonaffiliated 

priority. 

(~) It mlst process all ~i,.~ila~" requests for transportation 

• me, .. . . . . . . . . . . . . . .  

lie 
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l)ock(.t N ~ .  L . I , )  / - b - O U ~ ,  - . . . .  

i o l  : t  m , ~  l ,~ '~  a , . s c ! c : ~ ¢ , ,  t o  i t s  a f f i ! i , ~ t e  d n ; "  i r , ' o r n a L i o n ,  t o  

~ ; 2 c / : r e  t r a n s p o r t a t i o n  5 e r v : c e  t h e  p i p e l i n e  r e c e i v e s  f r o m  a n o n -  

a t  f i l i a r e d  sh ip~er.  

~f) To the extent i t  ~rcvideq information related to 

Eransportatlon ot natur31 gas end gas sales and .c.arketing to a 

~rket[ng aft lliate, it must do so contemporaneousxy to a~ 

potential shippers, af~J.llated znd :ion-affiliated, on ~ts system. 

(g) To tF~e maxi.-.un extent practicable its Gperat~l~g 

en:p!oy£es and the ~p~atina emple'/ees of its market.n9 ~ffiliate 

(h) It may not condition or tie its agreement to release 

~as subject to take-or-pay rell~f to ap agreement by the 

Dradl)cer, customer, end-use~, or shipper re!at[rJ to any service 

by its marketing affiliate, ally S?l-v~ces by it on behalf of it.~ 

mJi-ketin~ affiliate, O," a:iy 5e~-vic65 in which, ; ~er}:et:rq 

affiliate J5 in%olved. 

{i) if .~u~ ~,. ~ ....... al ' "-, .t'fv 

infora.acion relatln 9 to relearned gas tnaz is mitigatir, g the 

......... ty if it has provid~-d this pipelinu's taha-or-pz-" ' ' ' ~ ; :  ~ 

(j) ~y [insert date that is 60 days Zro.'a the effe&tive dal;e 

cf thi.~ . . . .  i+ _U.=~, .. must file with the Commission orocedure~ that 

zllmae- _~slo:) to determine h.-.;w "he 

. . . . , . ~ n  ..... in thi- = " ~ c c l o n .  Dlpel~ne ~ ca .... }~,,g w±~h the .... "~=~'~" --- 
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[)oc~:et t;o. I~,~, !,-O00 

pART 250 - .~(Jl~/df; 

2 The authorit" citation 

-. q5 - ! 
~or p ~ r t  ~ , 0  is revised to read as 

tollows: 

Authority: Department of Ene='qy Crganization Act, 42 'j.S.C. 

CFR 197E Coz~p. p- 142; 
.- ° .. ~]~1-7352 (1982) ; E.O. ~'o 19009, 3 

::zt'dEz! Ca~ Act, !5 ['.q,C. 71V-717w :i~2) ; Natt:r&l Gan Poiic'~ 

Act of !978, 15 U.S.C. 3301-34q2 (19~2) • 

3. Part 250 is .~mended by adding a .:c~ § 250.~6 to read as 

fe] .ews" 

2~0. 16 }'.,rm~t of comI%lla~cc ~'" -. - 
~ i_ih~La_f fi ~ a~d~t r_a r:=act iou_ s- 

(a) __Whe_~ust com_p_~v- 

gas for others pursuant to Subparts B, G, o1" H of Pert 2B4 cr 

Vursuant to 5ubpat'ts A or E of Part 157 and is affill6ted, as 

~o±.2 o[ th :~- chapter, ~- any :;e~ with 
Lhat te~-~, is defined iF. § " ~" " 

.~ ::a~-~-~t:r.g or b=uke-ei:'.g el;Eicv, except a ~-'i~c ~-~e t}- i,t .Jc, e~ not 

condu~t :,n,: transactions with j.i& aftJ] hatted ~.rkete~ must: 

''' File 7ERC FeZ-r, qo. 5,~ in the ~apner ore.C.crJbed in 

F , , ~  3~" .F.'- ~ " )  

(2) Maint.~i- and provide .|.~ i~fc.rmati~r, c~pecified ~r, 

paragraph /.c) of th~s section, and 

(3) Maintain all information recp.~ire~ under this sectiop 

• __~+.. _=--.:..=, vnti ~. ,,~.++-~++ .; 
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(b) ~[l._~t_ to_o_ ~_ki~. ?n ,nterstate i,ii:eline .... ~ ~ ,c 

, w.n infor.-..at:on in the FERC Form No. 532: 
. o . l O  . g 

(I) A co~:ple te list of operating personnel and facilities 

sh;~red b'/ the interstate ratural gas pipeline and the affiliated 

marketing or brokering company; 

(2) The -,eclfic Informatlcn and fcrm,~L t ' . . : '4 '--. '-~': '~' ' " ' - " ~  ~' 

sh~pper for a valid requust for t:ansportation service-, including 

marketer Js involved, the 
for " ,- -+; ~" s in which an dffiliated 

items of 

shippers 

info~,ation in paragraph tb) (6) of this section; 

Fffecedu~e$ --" ad,Jres5 arv ~ r E S t s ]  ~" ,7~.- , ~ ) ~ , i ~ i i t ~  u y  

~ ,~ ~s and pctc..t.l~ 
• ~;'iated ~-~ nonaffiliated sh.;,~e-- 

and potential shippers: 

Procedures used by the natural gas ~ipeline to inform 

~hlppers C~ 

the: 

(ii) 
t~ (5) ':' mx~s~, g tariff prc-:isicr:s tnut co -~tain 

% -I 

infc:ntiu.n a:','d 9rocedures required in para[;raph5 (b) (i) through 

(b) 4) of this section, or 

. . . . . .  • .... • pa~agraphD "°~-)"~' through {b) (4, ~ of this • -# 
proceau~c=, d e g C L  ~.U= a ~-~; 

se¢:t'on : znd 

(5) A lug that contains the [ellou'ing ";:f~)~.m, rio*. ort all 

request~ foc +ran~portati3n service 1~ade ~y arti[iate~ marketers 

which an or in " " affiliahed marketer is involved: 

([) TLe date ot recei{t of the t-e<~d.~-st, 

Auaiia|:.j~.jry an.~ pr:,c'.'.nq of transportation se~:ice, .and 

Capacity of the pipeline ava!l=D!e for transportation: 

t 
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'i 
l 

[~cket No. KM,qT-5-O00 - 9 1  - 

~'i) "he datG t.h.~t th ~.~ reqces% '~a3 accepucJ ,:~ ,..aiiJ, 

( ~ i i )  ]'h~ ~pec~fic: a:fili~tian of the requ&.stcr wl ...... e 

interstate pipeline, and the ,-xt. ~-*~t of th~ pi~;ui:'"'' a f'~" "a- 

tion, if ,l-~y, ~sith the pe6son to be provided transpo[tation 

service, 

(ivj ihe extent el the &upp] Jet's affiliation with the 

.+=,-~+~ pipeline frc.m whc, n sez"¢ice is requect~d, ........ te 

(v) The identity of the si:ipper r.aklng the request for 

c~,ice ~.c]:Iding designating whether the shipper is a local 

=: , , ..~: ......... ~ntcretate pipc!ine, an iptr ~-~tate 

pipeline, an end-.u~er, a producer, or a marketer, 

(vi) qhe mnxi.--u.-, daily contract ve!,,-me o ~ ~ "~cF+1~ted to 

to 
be transported and the ~ ~ ~ contract volume of aa:, req,iested 

be transpoz=ed over tne llfe of the contract, 

• t~.e aa~ reuuested 

to be transported, 

termi*..~ ne, 

(ix) A list of all recelpt a!;d deiive~y points between 

..~,~. ~,~ ~.~. ~ ....... -~.-,~ r,. P,~ ..r,~:t=.-.,.,1~.. and ~.he di~ta::c.c :n 

t.at are the furthest apart, 

(x) Whezher the service requested is firr. or inte/r~,ptibi~, 

'";' The state -~ +~- u!t!r3te e~d user o~ the gas, 

(xii) '[he identity of the transport~aJon mate sc::edule~ ~nd 

..... ~. .... ~+ ~+,.-. ~-~-~. ' ~,-~ble for st;oh se~vi::~: 

I I • -- 
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I ) o c k , : l .  b l o .  I , ' M 8 7 - 5 - 0 0 0  - 9 2  "- 

(>'11i] ", ..... -~".e~- ,~:]] o'. t:.c g,.:~ beir~g trans~or~ed is sub~,ect 

to take or-pa} relief and, :f s3, how r, ech, 

(xiw ' ' " • .... ~ ,.ne~n(.r d:~,: how ;.~ucn the cos~ ot the ga.q to th~ 

• & g  ' ~ ~.t.i;Jte. ~. *,!at'ketez" exceeds the price .... :"-; for th~ sale of 

the gas Dy the affiixaced marketer, ~fter deductinq associ=ted 

co~cs, inclading those incurred for CransF.u-rtdtion; i.e.: whether 

~...~ .... ~-., is Deing sold at a loss, 

(xv? Cur,ent status of thu request, incll:Hin~ whether the 

(A) incomplete, i 

(~) Complete and awaiting service I 
, I 

(C) CGmplete, a ccAtract s~g,-,ed, and awaiting ..... ,-,-',,,-,u..__u.~ce-~-~ i 

i 
oL ~er v~c~, i 

I 
(L)) Complete, service has begun and the Commission d~c'xet j 

I 

4 

I 
()<vii The position ol the req"aech in the tz'~nsportation | 

I 

~x2... T.~.s disposition cf the request ..... I..~..; the d .re ' ! 
the requester wa£ motified of ~%~ilabillty of caFacit.':, the dace ! 

the contract was executed, the date service actuall~, commeHced, 

a;,d any explana%i3n concerning the disposition ot the request, 

! 

concerning the requested or furnished service and the dis~ositlon 

! 
e 
l 

. II 
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o.~terqd or provided it di~cour, t,~.d rates, duration o~ the discount 

requested, offered or przv[ded, the r.aximum rote or ~ee, the Fate 

or fee actually charged durlaq the billing period, the shipper, 

corperate affiliation between the shipper and ~he transporting 

pipeline, al,d the quan_it~ cf gas sche~u~ad a ~ . the dt~cnon~.'l 

._. ~,urlr, g t,,e bxl~in~ per~ou .o~ each u~,v~r~ p~,int. 

(c) ~ te -~.aintain. 

(iJ An [:ice~stot~ pl[,~;i i:l~. ~:LUmt ,iLail;Laln ~.r,d inrormatlor, in 

~-r;,Ur-.~*~ (~,: ~'-: o F tb-'9 see:A-_,.: Ct: ~ll z~qLe~ts for 

L&ansportation service made by nonaffiliated shippers or in which 

a nenaffiliated shipper is involved from the time the information 

is received unti~ Decex~er 31, 1959. 

(2) The information r~qu/red Ko be maill.l~ined bv ['.'~i~ 

section :4ii ~* he available frem [60 da~'s from effective dd~-e] 

u~til December 31, 1989, to: 

(i} the ~o~=,issier, o n  request, and 

(ii) The eublie: un.-ler .%ubparK D ,.zf F~rt ~5 of tni~ chapter. 

( ~  The informa£icn r~q01z_~d .~u be :ua:.~,taineu bv this 

secK'-on must be mair.~-a'-.~.~*~ on 9-~racK magi:ctLc _ape < r ,7~m.~t#r 

Coi~i~.-'i:;n, E, Ivi&iOl-t uf 2uDilc [l~Corm&tlon, 8;'5 ~:orch Capitol 



i~ubz~-uz~l FERC PDF (Unofficial) 06/01/1988 

Docket t , ' o .  I<M~/-C-OO0 - "> I 

:~. Whe_n _to !i I e. 

(..} The ~'~for;~at]on in para'jraph,_: ~) (~} through [b) (5) of 

this sect{ca a."~ el~nries in the Icg specified in paragraph (b) (6) 

~;I uhl~ section L'elating to transportation requests for which 

tran.<port:-'tien has co.-._-..enced ~,0 days or .more previously, which 

have been denied, or which hav~ been pending for more than s_- ~. 

:'ohths i.,d:{t be fil.~-d il:[ti~iiy with the Commission by [inseEt 

date that is 60 days from the effective date (,r the £inal rule] 

and thereafter as re)Faired b:, paragz'aphs (d) (2) a!~d (d) (4) until 

(b} (5) must be filed qp/arter!,] ~.f a~y changes occur. 

(3] Tile information in paragraph (b) ($) relating to 

u-'ar:~por~-ation requests must be maintained cn a daily basis. 

{4 The ........ wara~'aDh ~b~ (6) ~elatina to 

trar.sporta<ien requests for ".'h~ch trnn-~¢~rtation has cDmm~nced 30 

d~y5 or more previous_,},, wh:ch have been denied, or which have 

L:cen p<~nding zore than si>" months mast De filed: 

(i) For ~-.he items in paragraph (b) (6) (i) abrcugh (xvii~) o'f 

chapges ,]cmdr. A report under tnlS sec~lon satisfies a 

oiDelin~'s _-b!i~ation to report under § 784.1% ~f tb}s chapter. 

-. ~ . . . . . . . . . .  *°..~,m 

s~cnion, within ~<.. day& ~,£ the ,_~<se cf one pipeiii,='~ billln 9 

per~o~, t, c~port cf a discou.nt ,],n-~er thi,c cecti_'.q c~_ti~_f ;^~ 

i 

i 
II 

i 
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[~o~:ket No. 

pi~,el i::e ' :; 

- o b - 

obl~q~: icn to z'(uort u .~.!e~ 
~ :c; -;(d)(b}(iv) 

• . thi~3 

chapter- 

(11 Each [iling made with the Con,mission under this section 

mast be made on 9-track magnetic fade er computer Jisk. The 

fo~.at and specifications f~r submissicn of the infozmation 

.~ by thi~ section on ~aqnetic tape or computer disk ca~: 
prescr.be- . - 
~e obtained ~t Lhe i •~!cra! E:~erg~: Regalatory C.-.mmlss~on, Division 

of PubLiC inforaation, 825 )1orth Capitol St., ~|.E.0 Washington, 

D.'~. Z~'26. ....... ~e a 

(2) The magnetic tel Je or c.o:.:puter dLsn :::':&£ b~: ~,.~,~.z ...... 

by one pat er printOUt of the in for--et!°1~ ~uhniCted o;: the 

...... ~ ,- disk. The felt. at for t- ~.e paper 

printout can De obtained at the Federal Energy Regulatory 

.... • .... ~ion _~5 ~iorth Capitol 

,, ~ W.%S~,ington, ~.C. 20 '~-26- 

disk, an(~ paper pr,,L~-, 
(?; The m;~g re-:~ tape or torturer 

sub._itted must be 0ccc'mP nr'~e~ b y  a :.ever letter. TI~e co ~ter 
~ ~ ~t,_.T[bu~, an,3 recording 

• ;. r'{!~ file .~a.-.e, --- -" 

densit'/ of -ihe magnetic tape s,au.mi'.L~d b~, ....... • ..... 
........ -~,~ ~qver ~etter ,~ust also znclUde the 

.......... cf %h ~ :heD~e~" 

subscription prouzOeo In e ~.~-,-, . ........ ~ ,~, (3~ of .-_his 

-*, Thc s ut-~Cr~pti°n proVlees in paL~,,'z," ~"' 

sooth ~: ~:,ust certify in addition to the r~.::rementS it. 

. 3~= 20.,: %=} :-,r th~s chapter, that the papec prl ....... • "-c'~''~'"~ 

9 . . ._ ~ ~a~r, eti'c tape or COmUdte~" d l s ~ ' ,  az~d 

ii 
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I)~)cket N o .  '~M/~,-- ,  000 

- 9G - 

ti':<'t. The .:iq:~ur n.-:% read an/ }:ns.s t.~.c :onte_r.ts of the pn~3er 

printout a~"~ trne to the be:;t }:t:c,41edge and belief of th~ signer. 

'11 The r, agnetic tepe or computer disk a~d accompanying 

paper printout and cover letter" must be submitted to: office of 

• r ~,. ~o~,, Cor,mi.~slo;%, $25 .,~r~.~ 
the Secze~a Y, ?edeYal Enarg:' Re.~la- -: 

Capltal Street, N.E. , %4ashJngton, D.C. 20426. 

(2,~ Hand d~:iiveries of a magnetic tape or ccmp~Iter disk and 

,n~u~ ..... 1=.~-~',:.r r~:4"/ be made to: 
accompanying paper pr" ~ ..... and ....... - ..... 

- _ . . . . .  "O~ %SSlOIq ~ 
o[fice of ~he Hecretary, Fedeza~ En,:rgy Re_gu±a~..~ 

D.C. 
Ro_ ~_ ~!!O, ~ .,or. h c~|~i~al .~tr~et, ~;.E. Washington0 

20426. 

( ,; ; ;~:~D I ;._c_ ~ce ss. 

An interstate pipeline must maint.~in ~:d make av&ilable to 

-~ .... -~; n under par~.g'm'apns 
the public all fillnqs with the uu ..... s=_o. 

,~, tl thro~;Gh (b.~ (5} of t!l:.z section and entriez in ~he log 

specified in paraqraph (b)(6} of this section by provloing: 

(!} One paper copy at the pipeline's p~iI~,=!pal place of 

• wlth]n sevel 
~,,a. & (2', (;,.pies b'~ .... of any item recuested 

calendar d~ys of a "~rittei: x'&q-~a&t; for ,.~hich ~-!:~- ~ipel'._ne Tray 

charge the cost of postage and fifteen cents per page phucocog.eu 

:..:_: ...... ~,,-,~ hv "•.-'"" ~ic ~ t.~e data 

~i~ec~.fied in this paragraph tha~ ale conte.~ned ~n p~t'agzaFh 

(b~  ( 6 )  or" thi~ s e c t i o n .  

I I 
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~. Pen:Ittx_ for failure to ¢o~I I. 
.L J ......... 

) ,~-~ pu~suar~t to (i; Any person wLo transports gas for ocn~... 

violates the rt.)qdirem~'nts 9f § 16i.3, § 250.16, or § 284.13 cf 

[.his chapter will b ° - su-~jezt, l~-ursus.-~ to sectlons 3!i(c), 501, 

dnd 504(b) t, 6) of the Natural Gas ?olicl Act of 1978, to a zivii 

penalty, which the Co~n]ssion may assess, o( not more than $5,000 

fo[ any one violation. 

(2) For purpose& of ~nis paragraph, ]n the c;]se cf a 

,.~:,i ~:~,,i ,,j vi~,l,t ~o,~. eauh d~y uf the v~.Jiatiun w!]i ,cu~-~tiuuie ,, 

&6parate -;[olaticn. 

Part 284 - CERTAIN S~J~ES /LND "I"RANSPORTATION OF NA~JI~ GA~ UNDER 

AUTHORI T I E:~ 

4. The autnDrlty citation Zor Par~ 2~4 continues to read as 

f ol lows : 

kuthoriry: Nacur ~-] C~.5 ;.co, !~ ,t q.C. 717-7!7w (1982); a~ 

~mende~; N-~turaL $J~s Policy Act of 1978, 15 u'.5.C. 3301-3452 

5. ~ection 2~4.7 

§ 284.7 ~_~ ~-= 

m 

* * ¢, 
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Ik~ckct No. RM;~V-~ 0t)O - 98 -- 

(b)  l~a tq ,  f_l.c:x, i b i ~  i t y  ( 

(ii) (A) hxcept es provided xn paragraph (3) o£ this section 

the pipeline r~ay charge an individual custo~.er any rate that is 

neither greater than the maximum rate nor less than the minimum 

rate on file for that service. 

:H~ ! # A m~x%ellnes ooes nmr ho'd a blanket certlflCar.e 

u:Ider sub~,rt G of thi:~ part, it may n~,% charge, in a transaction 

[nvolvinu it.~ ~arketih 9 affiliate, ~ rate that is low~r than the 

highL'st r,~te it charges in any transaction not involving its 

marKc ..... i).i~[~-. 

i 

| 

i 
i 
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prlct Ice~ Rel:~tt~d to :4ark~ti:~g 
• i i n e n  A.~;illt~s ~+ 7nt(.rst•%te p~ .~c .  

Docke < ![o. R:.~ 8-, - 5 - 3,q o 

{Issued June I 1988) J 

i 
Stalon, Comr,.'issioner, conf~l[-r-!n~ : 

I -~ill support the rule en the premlse that ~o~e actlon to L 

-egulate the re]ationsnips between interstate plpelllles a~o tnei~ ! 

:.:~keti,%g ~ffj!iates I~ bet~e~" _har~ he actl ............... 

I re uct.ance, ~ow[ver, that I do so. To eenstrain and llmit th 

pole~tia ...... u2.due discrimination that arises when a pi~,elin~ 

m(rKet structure ~e~?gned to en~ur ........ v-L ..... 

their monopoly power to the competitive ad~'antag ~ of their 

ff { ~t( ~e s>/dtlor, Jn :" ~p~-'o", ~3 to al_o9 only tn(.se 

- , ~ ~ 9~ h~nke~ t~a~sDo-tRtlon 

.. : :,:--~-:- " b~-ief dL'--'c~/$ ~'2•9n of 
certificate to h~ve ~a;~etJ~g ~ f f ~ -  '" 

this issue .~',,lows. 

The recent deve!opme~t of inrezstate plpez'_ne S.,~Z~.eL-i*q 

~o m~ --~vt{.-~lar ec.cncmiC bene~it.~ to be derived trom the 

pipel.ine_marketing a~f~i~aee relatio~h'p, z~,a ,ne~.d zor .%:c 

. . . . . . .  , . {•.. ~ ~,~e -c•-affiliated m~r, v,~Kers caP. 

proviJe the szme .~ervice with e~*a] effzciemcy aT,d less rls~ o[ i 

menoDciy abuse. On the or- "~ hand, if :conomlc benefits do arise 

out or r.he relat£onsh~p, t~l~s~ be,~ef~ts .~.u~ arlsv ~ ....... I 
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~I~+~C~5~ ~+~k~ ~ ' + ~ ' ~  ,'~ ,':;~, :~?~ .+ ~:~+; ~. ~ ~.~ ~-~- .., .......... . ......... 

-- 9 

, , . k,'t !:o. :~:4,~ ]" +,-#~ # 

i ,  l l . ,  ', " r  , ' ' ! ,  P'¢ n( .~[  " > J ' /  ~ ~ O ' * s - ~ `  ( , l , . t  ~ , t o  ..  < ] . n  [- 

.+ + +  p + - ~ t , t  -,c+ ~ftjliate should be reQulate I. :n the 

, . :~-~ T +end ~t buzz] inc tb  ̀ ~t the cus tomer+`+ 
] lt~ht o( th<+f,~ c+'oNc~u ~u<.~, - • - • = • • 

• . _~,+ ~. ,,i.~eline marketing 
ot irt+,rc, t<+tc lJi[+el :ne5 <~upport the cGnu~p+ +~ w 

attil[,+tes- : find this cuppott informative, however, and I .m.ust 

~ , .  ; . -  ~r~f~r~ T h : + v ~  rp~er:t~d my ~nJtla~ inc],natlon to 

prohibi~ marketing affiliates altogether. 

+- , . , ~ i v , ~ . ~ ( *  +h" o[t~eiine--marketlnq affiliate 

r. l,,t+c,:';h+p, the ,v,.-,,, :,+ton :n,:~t keep i~l mind its req%+lator¥ 

dut/ of et+~Jrinq that pi+Delines do n+,£ excrc;~e thelr r, onopo~y 

pc)wee to the dlsadv~nr-age oI Ltte ndtural qas con ~ e 

Commission i ~. c~mmitted to serving tn~+ col+sumer by dksclpl.ning 

• ~ ' ~ with ra,-kpt Forces it must attempt ': 
pipetznes and p.oaucer- - . . . .  " " '' '-+-" 

• t . i m p e e i "  i,e behavior. Attemvr.s to regulate behavio2 will be 

. . . .  . . - - + . , . -  - ~- . . . . . .  + , , - e  LS l e . . t  ~.n~a..,-+ ~ .  . . . . . .  

;nP;c~.+pptitive behavior. I betleve L++,: ........... 

• + + , + ; + s  + + c  ,~,% ~,-,~v I ~ .  1" ~ r + ~ r .  + t e l + +  

3f~+~[~,, +, .. ~.it2get % .... ~ , , ~ - , - . ~ - . . : ~ t i . ; e l y .  it cen create a st+u+~ure 

. . . . . .  ' " I  e % - h e  o~oe/.ine a , +  
" • , +  ++ . ,  ~I , I pp  1%f  ( ~  ~ L ~ ; C  ~+ ) + • + . . " 

,.beret'+" cc, r,+++etztl+n w+ll g f + o ~ , t .  . [ 

:+~ m3rketil+g 3ff~lJax:e. 

• + .+,-,.+~,:,-+, for ~'+ mar~:et~n,~ eff:iletes 

: , : q k l l Y e S  th~ K u . . . . ~ - + +  ~ "  -'+-" " 
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, ) o c k e t  N,). k;~ ,~7-b  " 0 0 0  

( . . . . .  C}i4.; S'~LI ""'; P[udl lce'5-~ 

access to ~e plpeilnes. 

- 3 

~n:i non-,~i f • 1 iate.J .-.a~ ke.  .~ need ~szure 

Additionally, the Co..'u~.,iss "-on has a 4ut'i 

under the Natural Ga~ Act to make sure that pipelines do not 

sh~tt th-ir monopoly Fc~er to unregulated a, drketing affiliate:- 

Th~ ~hzftinq of the monopoly power can occur in two ways: it can 

ccc~,r by the pipeline absorbing some of the cost of the 

altlliate, ano It ca;~ occur by the pipeline shifting certain 

r~vcnue sourcr~ to the marketing ~f~i]iate. The only feasible 

way tc prevent this manipulation of the ~ipeline'c zarhetinq 

power is ~o create clrcumatances wherein competition wi) 1 

must exerczse their ratemaking repoqsibJlities wisely. 

i 

| 

In light of these objectives, I bulieve that an intezstate 

when the Dipe!ine has accepted e blanket certifioat~ under Pa[t 

prumul~ated under Part 2.~4. along wit~; other /acer.t Czm~'~c.slen 

• , - __ - " /_,'arn,.wuz) (;~_uluned ':to remove cert~in 

barriers tc cc.~.patit!en, to further access to nond1&crit~nar-ory 

transDortacion and ~G enhanc.e :he an-;irzr~nt £or market- 

._. • . 

econo~--'-c e:-.iztenz.e tc [iv[n~ in a competitive world by acceptin9 

I/ 

2J 

l~ U.S.C. i 2@4 et. seq. (19~}. 

-- • .... :'-~ Of ~'" -:-'" int~ -:IagcC .... ~'' "" practices 

r,!ated to marMetinq affiiia~es of ~n_e~.-ate pipelines, 
FE~C Statutes & Pegulations ~ 35,520, 35,65?. 

I| 
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• ]t-k.~t ":c,. }<'{8 • -<-~)t i] 

• . b[.~.nk~t tr,~:<sP OIt{~tz~;} C(.rt/i~;*tc, d~.d .... by has ,~qre ~-~'~- to 

forego ~ts monopoly power over th£ ~a!e of qo= ~F,d much of ~_r9 

f.onopoly p.o'.,er over transportation, it is plaus ible to expect 

market pres&ures to discipline the pipeline's actions. 

This Commission ha--=, often blurred the distinction between 

.......... :....~ ~.._~ ~:,r hove ncceDted a blanket certlLicate and 

th-~{" tb.~t are m~:re]y tranqpurt~ng under Part Z84 bu~ bare not 

acce~.t=4 a blanket certificate- In the case of i~arketing 

affiliates, the dist.:nction should be drawn. There is one ver/ 

blanket certificate a~%d Gr.~ t:.a.% i-: tran:~ oft!-"-:/ ~n an o Den- 

acces~ basis but has not accepted a bi~,:ket ccr t-~f!'z~te The 

-~-~a ;-e that ha-~ accepted a blanket certific-~ce has committed 

. . . . .  . ~ a ~ i o n  On 
• ̂ .;~; .... .~ n~.~i:~crJmlnater'f ....... t-o ..... • 

ngt acca. ~te-a a blanket 
ct . . . .  the ~ r  hand. pipelines Lhdt have 

cer~i"_i'~te ~ay be twans~crtinG cn a nondi&c/'iminatorY Das/s at 

the present time, but have not CoDmxtted themselVeS no do so .n 

,. :_ ~w ~ c,-~it~enr_ that i- ~- crnci&"- to ~he 

.:- -t r;-,~ :,,~Lz~tr', if.tO ~.e ~., • '-- 

. . . .  preva i iS T::e 

~ip::]ine'~ '-;~temer~- .need the plpelJ":o's co~it::ent to 

tranBportatit,n to make ln~>g -tn-~-~' ;.urchasing cemI~itments. 

~,.,eq in 5it~atl-ns where the pipel~ne has ac "'C-~-=e~ a b!~.aKet 

certiflcate, ho.,~,:c:, [ believe there should be a structural and 
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• ~ s  :n,~ r k e  t ~ ng , ~ . , ~  : t l , . . ~ . ,  " e,~ t h e  p , . p e ! i n e  a n d  
O ) ' c J Z t l l '  . ~ , ~ C I  ~ "  ' 

a t t i l ) , ' . v e  so , :h~' :  a l l  c , ; ~ - - ~ u n i c a L i o n  be t .~een  ~he p a r t i e s  . ~ i l l  be . 

c ' i ~ . i l a r  t o  t h o s e  o~ t h e  p i p e l i n e  ~r.d i n d e p e n d e n t  m a r k e t e r 3 -  

T h e r e f o r e ,  i n  a d d i t i o n  t o  t h e  o ~ - g a n i z a t i o n a l  s e p a r ~ t l o n  r e q u i r e d  

b_v t h i s  r u l e ,  I b e l i e v e  c h e r e  s h o u l d  be s e p a r a t e  c ~ ; r p o r a t i o n s  ~ o r  

the pipeline and the =arke~ir,g affiliate. The two corporatiGns 

should not be allowed to share office space or ~LUpLU'~=~,~- In 

~-,: : ~ e~plcyees of the twG corporaticns should be prohi b~-te/ 
a~zt~n, 

from sharing inside information, and all internal uP e~t~ons and 

meetings shDald be carried our. separately- If the affiliate is 

anticomFetitive practices %'[11 be more difficult to enter into 

and easier to detect. Finally, I believe ~hat pipel ~nes ,~ith 

---,.^~= .... f;;; ~+e: Ghculd be subject to the st-~.P '-~ar-a.-~ of 

~H::. ; .... ~ r~no,~'~r't~ re~ir~[.er, ts es~,Dlished b;' this rule. 

With such .~.truc~ura!, ez-gan[zat!onal arid behavoriaJ saZeguards in 

p;ace, marketing attiliates or" !n~ersta~e p~pelines can exL~t ded 

operate efficiently with little regulatoz~" inte r~.enti°n" 

..... ~.-ff~_-r/6-~ ~ .  ~ - G a - ' / - ~ f , . - - -  
Co,q-~Is ~ loner 

I 
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} . . . . .  C~. * :° . A  . . . . . . . . . . .  

Aliil~.,"t? ~. o] i:~te:-state i.'i;;./x..,c~ 

~d 

i0(~. 

(Issued June I, 19~8) 

I concur in the Fioal Rule with several ohservatiolis and a 

serious reservation with regard to the treatmen~ of 
9zganizational separation between interstate natural gas 

.......... ~:'~---~ , ~k~t ~ I a~c ~h ~''~ " ~  

that I share fu]ly the fundamehtal concerns expressed by 
~ta~ in hi& concurring opinion and sup?oft Co~missicner ~ ~"- 

strongly hi~ reccmnendacion thet there must be a structural <~nd 
organizational division of the pipeliBe and its marketing • • • . 

ser[ou; resezvatlon, I am persuaded that ~e Flnax Rude will puE 
[;% place the leng-neeled regulatory structure to Letter ensure 
fair market praztices by interstate pipelines and deter (1) undue 
discrimination aqalns~ hen-affiliated shippers and (ii) 
preference for marketing affiliates, conseqaen~ly, I sup;oft the 

adoption of the Final Rule at thls time. 

Gener~!_ 

~e~ market', ng The roJe and sign[flcance of unreg~l ~ ~ 
affiliaues bas grown dra.~atlcally since the Comm~_ss]on £irst 
focu~,-d o:: this issue in the fall of 1986. Footnote 9 in the 
.~-r at page 5 of the slid Opi:lion, c±tez ~o a z~-cent trade 
press sur~;ey of major interstate ~ ipelines. Frem a relatively 
m.cde~t bee:inning ;~l the 1985-1986 time frame bef3:'e and aft,~-c 
i.~;suanoe of Order No. 426. the mark~-tin~ af[iliates bv the eLd of 
i98"I had acn'_eve(l a subst~f*cial ~nare of %r~':-~Do r~ati°l' vo~ nus 
on their affiliated oiDelimes. Reported vclumes $o'- s~.~e 

specific interstate 
applcximaze levels: 

pipollnr~S, for axav.p]e, ~ ' ~ " ~  ~ ' ~ ' ~  fe:.!=:',.--: 

C u a s n ~  ; 20 . "  ¢ . f  " ~ , O O u  ~ c f  
Enron : 255 of 900 Rcf 
Sonar : 163 of 339 }~cf 
TrAn&co : 5ZI cf 1,00t: P, cf 
Unite4 : 326 of 657 B,nf 
}.i!iJ~ms: z l .  , . , :  ~c,,, [,c 
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) 
R e ~ . ~ r t e d  : [ u ; ~ c ' ~  f o r  r - , , r T ~ e t J i ; - g  a t  f t l ' - , ; t < ' "  f r u . n  o n l y  TO a t  t h e  2 ;  

.me]or pipelines totaled 2,431 Bc[ c~ the coral 9.413 ?.of re})crted 
~,s tran.~portatlcn volu=es in 1981 for the 2~ pipelines, or 
approximately 26%. Extra,elation of those !eve]s for all 24 
pipelines would suggest that marketing af f~-] )ares have ,3 mac}tat 
share a~ the end of 1987 in the raJ~gr cf apvroxim~te]Y 35-43% of 
~tal transportation volu~es. Also, [ wol*Id note the grc'-'ir.~ 
~'$~-~;~-- o; reaulateu pipelines to 6rans~er carte.'..* functions, 

~uch~as gas acquisition and aggregation, to unregulated . . 

f{liates. By any realistic measure, therefore, the Co.mmzsslon I 
af ...... rrectl u that such a significant dnd ~rowlng ~_ 
ha~c°nc~U~enceUof affiliated, but unregulated: compan~Sc~US~ u ' "  

the subaecK el gu,=,.~ ~--_ t 
_%t,,¢da~ds of competitive cor.Ouc-. 

... • , "dentitication of v_o_atlo '" P -.. • " " 
fa~llltat . l . . . . . .  :^~ -~G,15 sholJld ),ave a clear 
ct~on the event o4 allegeu . ~ u ~  , 

a in . t on the activities of otherwlse [:nregulated 
noterrent l~pac ......... •- ~-~- • "-t ~czence IS LO 

~ff,%~at.es. Jhe-°b]-7~'. ~rohiDited undue preference tar 

affil~ates and undue ulsu[L .... ~ of this aeneric app:oach, 

aggrieved.partles wou;u.~,~. ~--~- -~ -~ ..i~hc~:t an ' e~t.~h?.'aho'J 
adj~*d[catkcn under the ~,~.T .... ~-a~-~a~c"orocessinQ of complaints 
~,,,latozv framework, lea01ng %u ~ . ~  ~ . ~. - : . .],. 

a n d  a£ter.~,,e 2 ~  ~ k ~ , l , t ~ r  v f r a m e w n r k  for aff111ates d l r e c t ~ y  

• in~er ~ne ~a:urai d a u .  AcL, ~,~,.-,~,:~- t)ka/, %*"*~- --,:cc-~'~ity for 

cu~.plainant-~ t~ s~ek ~e~ . . . .  n~r .............. 
'~ ~ ~ " a roach u,~der out Natural Gas Act authol~t, ies 

that tnl=.g_n-rlc .P.P ~.- = -~- .... od rest, oi,s~ to. the ~:~),;~ous 
will rcvlde an appr~pr.~e anu ~:~a . . . . .  - . . a ,~-*-- 

discriminat ion. 
- % • 

..... - ~:-,n ~rc-eDs) a~d Nstlra. 

G .. " ' .  " "-'-ted strenuou~, - . ~4e ,~n~t. Access and NG(. ob]-.- . . 

,-v -u~aestion that the 3Doses tna~ gave.~x'~ -[ -/'C . . . .  
-": =-~i ~ ~ -~-~ have so~,ehow dlb:inlshed ez ~l~at 
• the zlrs~ .n~.~,.--- . • In - ~ . _ _ . ~ _(--~ ;,,, ~ + ; i ~  ;aeeo ~_arketers is 

a;'~'----= ..... " " - roi);e'~1 15 ,ncrea~ing -.. ; ,,~,~,~ rhev argne tnat tnc p - - - 
~gm. . . . . . . . . .  '~- " " - . . . . . . .  '- t tr.e~e aDuzc~ are 
-~-ni~ucle. comPl°x±tY u r i c /  s,,,)~lety~ d l , . , l  ~h~ ~ . - 

- - -, :-^~ ,-ha ~ are onerat i n g  under ~lanKet~ 
e._.l~rl, g : - . .._ ,,- a , . - , ,  decrea.¢~e ~n the 
cerKl rlcat~'~ P''"~ ..... . . . . . .  c '- -,'£'CI: Si~O~/ld :;;3: ;:C 
n u m L e r  o t  coral  , ' a ~ n ~ s  ~o t n e . L C t £ o ~ - e ~ e ~ o l n ~ ,  ~ ; ,  t h e y  s t . a t . e ,  b u t  
viewed as a sign that .h~ plooiem z.. "9 [ ., ,,.. .:_,~ .... 
ra~ner ab a v - L i  luub~u'-e to In'lu~tz} ,,.~Lu,.~ ~ • ~ ~ ~ 
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of th,' ":i.:;~: ?once tm j:Id-'cs:; t~e 5~'pe= c.f :}ntico::petitive a;:d 
dlscrimin,~tor/ pra=t~cEs which are cau3ing the mo~-;t, prob'.em3. 
~'h!te the mas~: F~rTe h.~ done an admirable ]oh of resolving 
dispdtes concer,;~ng some of the more blacar, t _?or.~s of ~ e '  
d~scr iminatory  and an t i compe t i t i ve  Frac t ices ,  i t  cannc, t .em_uy 
problems whict, re .uTuire a s t . u c t u r a l  s o l u t i o n  no~" prac t ices  not 
yet  declared ant i=omp~' t i t ivc by the Co:.'.missicn. Their  o~: t i t ions 
~i.~cuss a n,_,m~er of su.-.h practices which would fall under the 
provisl,~ns of this F{nal Rule. although ti!e complete 
orGa n~zatLcna! separation they seek is n~t adopted in this Order. 

. : ............... zvel'" in ~y j,.~Jgmenr, than 
Con:;eq'& .... Y, [hc'," --u-- ~ ...... • ' 
action on ~hzs Fin]l Rule must proceed promptly• Also, their 
petitions .~dd addit-[onal and timely weight to the cf,ntinued need 
to require complete orgamizationa~ separation in the Final Rule 

on rehearinq • 

O b s e r v e r  ~9ns_ 

l ~ Y ~ t ~  Pit)el in~s 

The Plnal  Ru).e exempts from the regu la t i ons  p ipe l i nes  
which do not conduct any tran~action~ with their affil:.ated 
marketer• The Commission emphasizes that any exempted pipelines 
must immediately come into compliance with these regulation?, as 
seen as Lhoy conduct any transaction with their marketlng 
affiliate (slip opinion at page 13). ~o that end, I recommend 
fj='ther that any pipeline claiming exempted status should file a 

statlng teat there has beeu no LrdI:~aOL~u,, *''-" a ,,o~=-~,*~ 
-C~liate and the exemrtio.u cer:tinue-~. Also, at such ti~e a 
( 2 & L A  

pre~.ieu~ly exempted pipeline Im:tends to conduct a transaction 
with ar affiliated marketer, the pipe) lee sho.ld come iDtc full 

to that elf ~Ct .~t 
co,.p,.an~- wi".h this rule and file o r~pcr ~. 
least 15 days before the transaction to ensure applicatio,", of tee 

:',Jle an~ public notice. 

? ee-lQrr ~%'~ Di~ ~ n t ~ l l ~  

9 . -=e  ~ ~ n  4_~6 B l a n k e t  C ~ t i _ f ~ e  Re~"---~@-m-9 -n-t- 

W~th "'~9~rd to ~elac~ive discounting b~ pipe!i~es of 
transpcrta=ion rates :or marketing ~Ii liia=-~5, i ,9£~ with th~ 
concerns expressed by Consolidated Eoiscn, Hadscn, ~GC and 
• .:cess. ~art|on!arly in liaat of the earlier d,_scussion about t:',e 
-:ig,%ifJ.~'ant and growing market share c- ? zarketing affiliates in 
t!*e ~otal tro,:sp,.rt-t~on ~arket and t.ne ~ran&~er o~ /~gui~teJ 
~unctlon~ to unregulated 6Cfiliates. Obv~ .... ~'• ~ ..... ~ .... ice • . . . . . . . . . .  • % .. : .. L .  

- -  m i 
, , __: -, r .I 

- -  i m ,, = , m  I 
mllq 9 
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tt.¢ ,~! I i ! )..:t~'~ relat'~( n:.h'.W, J~ucountec! tr~,r:;port3t on rate'-;, an'~ 
the gru~i,.,j dg:jzugat,;r function provide a potentially potent 
co~..~etitive advanta:~e it) m~.rkcting af[illates reflected in the 
recent d,*ta and surveyS, Farticulerl~ in tel'ms of market 
penetration and market nhare as transportation set.. ices become 
increasingly dominant and expand to new geographic regions. It 

,, --- th_-l':fcre. ~ ~ +~e Cummission must, act to 6nsure that 
all shippers are on a mere or less eql/al competitive footing. 

Un:ess a r~ir;eline has accepted a b~a~*k~t ce/-tifi,/a[e under 
Part 284 to provide transportation se,-vices: the pipeline does 
not provide complete transportation service options and can 
terminate sPr-vices without |:r:.or ~ =,~- approval Under 
those services, the pipel~nes and its marketing affiliate have an 

, .... !) .... "^--cd pnsit'~en e,.,er nen-affi !!ate-~. ~,ho rema':n at 

the mercy of the p~peline in terms of any lender-range . , 
competitive strategy for services, consequentJy, Lh~ Cl,mea-'.~- 
has concluded that pipelines should only be authorized to use 
~,~p+;~,= rli~(-,:'.:ntln-n for" an ' , . '  ~ffi!i,lte where the pipellne ntis 
accepted a blanket certificate and th~ -.:ompetitive positions of 
affi) i,~tes and non-affiliates are on a comparable basi3. 
Similarly, the Commission has acted in Order N.~. 490, the 
abandonment policy Final Rule, to limit the additional 
opportunities for flexibility under that Order to pi,.zelines 
accepting blanket ,certificates. Also, the Commissicn ha- ~: 
li:~ited the availability of direc;; billing for certaln take-or- 
pay costs ~nder order No. 500 to pipelines accepting a blanket 

i would note that the ccurt in AG_~ app:oved the selective 
-= .... +~ . provisions ~- Otter No. 4[~6, as ap!_,ropriate to 

~uv*ue ~ipeli*,~, t:,rough their 5;a~;4cting af/iflate'.~, a 
.eg~timate oppcrtuni~'] to compete ",~'itb hen-affiliates in the o~.en 
ac~:es3 trcnc.portetion prcgr:,m. --, court noted that .... h 
discounting is not P__~_i [_e unduly dlscrimi~at°-~] , proviJed that 
i6~nt~.cal d ~r~ur:'~-~ nr'~" siren tu :*cn-aff[li a~'.* in id-~:~'-i,-a! 
.,;~..,~,.,~.~anc~.. ( c~ ~ d..'.~cussed in the slid Op~ion at Fo,:tr,~:te 
.......... a~ ~i~d th(: z6cord ~n the A_G_D 
4~. Since ~ ........ ~ of Order N.*, 
case, however, the Com.;issiDn has zoo-sod mgre ciireo~iy u n  the 
potential <o,~,pztitive aDu.~es, und'al.Y preferential treataent and 

" .~h pipelinn _~.u..+:., unduly di sc:'i~.~nat°ry activity associated "': ~ • .......... q 
affiliates ~n this an(l o~nez dockets. Ai&v. ~,= ,~,hzket ~h~.,~u cf 
such affiliates in the transportation market has grown several 

Gnitude s~n ce Iq85 and earl}" i9H6, and p:.pelines have 
orders of m~.,*- . • - -- .... ;-- = .... ~.G:~ t~; ur, r--.-':: ":r~'~ 

aff!iiatzs. T}~e Commission has concluded ,:hat the - 
--ur~::ting 

6nc* c:ther statlstlca~ daft g_~nerallF ~u,,un-.~a~ ~ 
affiliates do not nee.d any .anger _~eiectlve ¢~iw(.'oJntin¢~ to 
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c ! e ~ r  ' . ' h e n  t h e  p i p c l i n e  ~ s  p r o v i d i n g  t r a n s p o r t a t i o n  s e r v i : : e s  
"~  ~ bl~n~et certificate and where the 

under Par'-" 28~ w~_hou~ a 
m[~keting affiliate thus innerently has a competitive advantage. 
ConsequentlY, the Commission has detel.-mined th-zt the sel,~-cti ve 
discounting authority of the p±pe]ine should no +- ~pply to any 
affiliates u~lless the pipeline has accepted a blanket 

cert i ficate- 

I else weuld note that the general thrust of the A_G[_) court's 

analysis ot Order No. 436 focused on the ..... ~ .... r 
undue discri,,i:%ation against natural gas consume£S. Here, the 
potential for undue preference, tm:lue discrimination, and a 

affiliates 
_, I .~m req0;atc~y ..... tel cr-cpet~ti ve advaht&ge for m~,rketing 

u-euid persizt, unleEs the Commission conditioned selective 
discom,ting for marketing afflliates on acceptance of a blanket 

ehe c6rtillcate, conSlo .... t ,~;~h e~,~ Act; cr:nrt'~ c~corns abotlt - 
negative impact on ccnsumers. In effect, the Co~miss]on now 

• .~ .... h!anket ce~-tifi rot:" 
~elieve~ that ~,.~ .~. ~ di~coznt~na wl ...... t a 
does not conform to the requirements oE t~}e N~A. i .vu:,~ =..~.' 
note that Order No. 500 now provides the basic response to tb~ 
AG_~D ,court's concerns about t~le take-or-pay issue and, in any 
event, the teke-cr-pay i~sue should not be allowed to require 09 
support the clearly anti-competitive effect~ of continuing 
selective disc o%'nt~ in the absence of • blanket certificate. 
Rather, on the basis o f  the record and other 4 . ~ m t { ~ , ~  h,=,{, ' , , , '~ 
us, the Commission is compelled here t~ cease tbaL continued 

cc~:pctit ire abuse. 

As an adJiticnal protecnion a%'aJnst compe~iti'.e abuse with 

~garn to s._':ect.'ve discounting for marketing ~+•+~ ' ~ '  "- I 
Leli~e ":he Co;,umisEio:% also should re.%nJ,.ce that where a plp¢!Jne 
has accepted a bla~ke~ certificate and selective dlSt~n'tiA~ i.-~ 
a~ioweC for :n~k~=ti~',9 af£ili~tes, ~-he pipeline must provide t h =  
same di~co.,zn~ing to all -=-mi!arly sLr.uated s~lippers .~'~ek~,ng a 
di~.count. The Fznal ~ule, ~n Footn~t~ 4~ at p~ge 24 of %he 'Jiir~ 
r . r ~ . . ~ j o r . ,  di&c*l~es th~ :-elevant provisions ot O~'der No. 4 3 b  a~;~ 
;.he discussion in the ~ uplnion on this isstle. Order lie. 43~ 
pz-cnlbit= ,~z- =.c~un~s based ~o~-iy o n  ~ffi, allen, while u.~- ~_D 

affiliates in identical circumstances. In other words, as a 
~ene~dl rnle, the maximum tran,.;por:a'~!on rate m a y  ~+ '%~ 
discounted for =h= ,-~-~'-~'~ i~g affiliate, unless hhe sane discount 
is ~v~i~i,~ Her, erally to all other ~'~'ch sh'~e'..~. 

i 
i 
m 
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. ~,-~ ~,Je:~t Of ~n olle~ation that ~he pipe!ine refu:;ed to 
. 1  , - . ~  di,~count to another ncn-affilia[ed shipper, the 

p[ovldet, e sere , ~,,onstrate that t~e non-affiliated 
plpa!Mn~ w~ulJ hasc to d_m ~ :~ ~mDle e'v dl[feront 

7~or was not eligible by re~son O[ z~ ..... ~ t • 
~hl~ ' + " - - - - ~  The Commission wou]d 

¢ o n c 1 | I d e  t h a t .  . o r  - - P -  ~ ~ - ,  - ~  ~ i n n  s e i ~ v ] c e ~  ~ r h #  sam~  

are -~?--iiit__~. c re-ion and alonu the same general plpel~ne 

m 

i ~ -~;~'t~at the notentlal ~or competitive ~buse, ,]ndu~ 

- ~ u~oaj uniform+ty c~ tree~men~ ~*~ ~ ~ 
e 1 - _n U- + " " • r .qu ~. ~ ,' ........ t~nc c" trarspcrtation rates a~ betwet.n 

aCfiliateS and ~on-a:lJ~1~ces, - , ,=-~ ~--~ ~ - r  
blanket certificate. 

• ---~--n - --arketln ~ aCfliiace, but ~ot d~sclose rue ~ac~ ~- 
dlsCeun- t+ ~ '" • ~ "" ,--- ...... tied of fifteen Gays 
mount of the discount to the pUDLIC io~ ~ ?= ~ - . . 

~' " . , ~ r~ ~-l~n ~ neriod, as part of t.:e cr2qlne- 
after the ctose (,[ _n~ w~.~ ,~ ~.+ . , ~ ~mD~ti+~v e 
intent to give the marketing afr~11aue ~,m~ [~t~ - 
.... ~. _~.. , -- d,w we. 4~. In the ccn_ext o~ one 
up u-~u,.-~2 undel ur .... ~ ..... ~1~+u ~ rmetiti"e ar~ty 

blanke~ ce+t ' ~ -" - -  ~ ; a t e ~  he Cov~isslc~ now " 

25:..16~b) (6)(XlX))- ~Lt~ z-,,~$ ~ ~ura i c~ m~[k~t, ~hcz~ :~ny 
. = w ~ i ¢ + . I G r l v  important in tcwna% m . 
....... . ' -  - ~  ~ n ~ t e d  on'a ~h+~tv #ay bmsls witN supply 

transection= a~= "~ ....... ~ - " 
~rem ehe ~ominant spo~ marke +. 

• " + +  --~rr'-+O~u~ + • - = --" + -~-- -~.+---nt ~ra"tzc~ and 
the competlrlVe harm • -. ~ . .-~- such a period after 
u : - ~ e  ad,,ptlon wl "- P- - . ..... ¢_~.~.; .,~%=ic diAG~OD:;r- 

e the affiliate with u substantzal uompet_tlvy 
~ould provid - - . . . .  ~ ~ , , ~  be eligible for the ~amc 
ad,,anta,le <vet ,lon-altlllate= W . . O  -~-~- . ~ ~ ~,_ 
d ; e ~ o . d r .  ~ , ~f they ouly were e:~re of the exle~ence o, ~ 

oriuinal discount, or tile amuz;~t o f  it, tn the -/i.geLl:e's I 
a~fi~iate. H~nce. andz~ the Final Rul~, any selective discount 

iv=cdiate]y ~ ~l] other 
to at. afftllate will be di~losed 

I I 
| 

I 
wj J~ 
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e ! i g i b l L ,  s h ~ p ~ e r s  .~u~t b e  g r ~ n t e d  t . ~e  s ~ e -  d~,~cour~t in t h e  ~ m e  
t,ne frare. 'Thus, the pipeline and aff ~liates cannot u s e  dela'/e'~ 
dicc'o:~u.~e a~J ~ r r . ~ i n ~ ,  ~:~ mros:_rve the uol~petltive advantage 

a;-..~., to t~ ~.t . ) : . c te r , ' t ,  fr1~trate this Rule. 

3 .  _D.sl~Elos~_Ke~_qf._l_n!.of,-~_t~ig_n to Npn-A_f.f-~_l-kg- -tes- 

The :'inal Rule reqIJlres tI~a~ a pipeline must disclose 
immediately any new or changed informat)on not available to non- 
affil%ated marketers, {f it provides such infol.-mation to 
afftliateS as par~ of a response to a specific request froi~ an 
affiliate. The fact that such new or changed information is 
contained in a response to a specific request does not Lessen its 

advar.tage ~_e the affiliate, nor ~nsu]ate 
potenti~i competitivc the info~,~Lion. (Slip oplnion, at 
the pipeline from disclosing 
p~ge 45). P~peliDe~ and affiliates may not use the s~ecific 

- . .  - . % : * *  

request as a meatus cf circ~mver~ting the requirement-~ of oh= ~'~--~ 
Rule for fu3.1 d~scl osure" Stated another way, el- ~. info~matlon 

l ~  ; ' m u s t  b e  p ~ , , { ~ a  c n n f e  nDO~-;~neous]v tO 
provided to an ~f-* ia~-e " - ......... • "-:-" " 
non-affiliates, reg ard!e~-s O~- t.ne rot-m or proce~uz'e by w.x~* ~t 
was sought by the affiliate and provided by the pipeline. The 
fact of a specific request and a specific re.~pon%e does not 
constitute any exception to that general rule. The result to be 
!,:,~ver, ted here i3 competitive abuse wit!: regard to the 
affiliate's zctivities, undue pre~ereI'ce to the ~ffiliate 0nd 
undue discrimination against non -af~iiliate&' and, as a res,Jlt, 
the form o[ the informanion exchange between the pipeline and 
~ff~liate is irrelevant. Consequently, any znLc~ation provides 

~ .... ~'~T'- - " f ~e ~anner in whirh it ~ ~rovlded t_n 
shippers, zrl-espeC~lVe o_ .u . . . . . . . .  
the affiliate. 

,'~IRe C~'" Misiead%nq Infotr,,atlu,. Oh *F._5~-------:" __L~ 

The Final Rule States that ~he <_~;mnisaion W~ , - o . ~  s 
false or m1~teaolng Enrorv~a~ion p/ov[d~d under the [e*~,s of --.I 
Final Rule by PiP~ii ~s with re~ard to rele.%sed gas and tak~-or- 
P~F credits tc be a violation of the reportinq reqp~iremen~3. 
#:.I ;,, (:~,~r.~on at maqe 53., The corcmisslo:, ~emain~ co. ~cern-~,d 
about the pipelinh or the marketing affili¢~te prnvldir.c( any false 
or sis}eadi:Ig informahion ~bout take-oz-paY ~nd the azmuz.t of 
bi~.ling credit that will flow to ti:e pipelines as a result of a 
purchase from the oarket]ng afziliate. Obviously, s~cn false end 
misleading ~nfozTaation could provide tt~e ma%'ket~nq affiliate with 
a decide'1 ccmp et-~tive advamtage in marketil:g gas and other 
services to cus[oIlers or ius pip~] in-- affil late- 

i 
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:~,,~t :,~:n ¢f corpetktlve ~ J b . s e  would b . - "  pa~Licul,~rly 
per,:iciou~ ~nd unclul~ dlscrlminatory to non-affiliates, betas}me 
¢.~bto.~er5 a~i non-affiliates have no independent capability to 
challer.qe or verify the accuracy of such assertio,%s of 
significant potential value to customers. The Supplemental 
Ccmment~ filed by Access and ~;GC highlight current vra ctices o~ 
~n{~ ,at;tr~ which h~\,e led to 3i~nJflcant comDetitive har~.*. 
....... " " any such use of false 
Consequently, the Commission will cons?.der 
and misleading information related to take-Oz'-~Y credit or 
r~lief to be a violation of the standarda of cur.duct and intends 
to respond pro*aptly will, e~fo*'ce*,--'i~t ~ction undei" this ~ule to 
amy allegation of a pipelin~ or marketing affiliate using such 

false and misleaoing information. 

5 • D_iv o r------ c.-e-~ e "n t -a- ~-~-~" e p @ -dr 

T.he Final Rule states that, where necessary, the Co:.%mission 
will consider and impose divorcement or divestiture to prevent a 
plpeline's un~,~ discrimination in fa~or of its marketing 
affiliate. (Slip opinion at paqe 781. Further, I believe that 
the Commission would agree qenerally that divorcement would be an 
effective r~-ic~dY for undue discrimination or undue preference 
with reqard to a marketinq ~ffiiiate, .~ithough not necessarily 
~he nniv one. Bur example, where a pipeline and it& marketinq 

• -- : "-. engaq~.d in a -,attar;% of co;;.~e 'itlve abu3a3 
p~-o..,~ding ti ,~= affiliate %it', substantial r~,arket 3hare and 11_~ 
][9_~to_ unregulated market pG:Jer, I believe the commission would 

znteno to order t~ivorcP.ment, among err, or possible ac~J_o~5, as a~: 
eT~ectlve remedy ana a}so no ensure ~nat Li%e pi~-exin~ " -:'~ ~,.-L 
continue to be:~-~f it in the future from t~e past compe£itJve the 

At tha~ ~oint, the mo~e measured approach adopted i v .  . _ n 

F ......... ~-- ~- -,-;~, e~ ~or~ect the co.upetlt'-ve!i" abuslve ano 
: o r e .  dec~sl.e a~.~.. -- 
discriminatory result for the future. Consequently, interstate 
oloelines ShOUld be on notice not only t.~,at we believe we have 
div.-.rcement euthoritF, b'3t also that we would in ea~d to use ~t 

when necessary. 

• ef @uoof in an 
The final Order ~ ...... ~ the ±.~zue of bur~ ~-n 

,c, Op~niell at p~-ge ~2). I would note 
er.fo~cement proceeding ~_ip 
tl~at the discussion in the Final R~le about the Sr.andardm of 
conduct has established ~.arK~cdiar ~resumptions with reqar.i to 

shippers on,or specified ci,.-cu).~.~Kance3. ~hose presumptions %'ou~d 
be used £,y the Commission in any enforcement pzcceedinq to 
determine whether there was a ~atisf~ctory explanation for ti~e 
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dlf.'eritlg trcatr'ent or '..nether, in the +~Iternatlve, the difterln:: 
treaZr,.ent constituted a competitive ~buse invoi',ing undue 
,ILscrlmination a9 alnst nor-affi!iat,-I shippers or undue 

preference for affiliaZed shipper. 

7. ._q q P-.-s ~ t ~- i-n'3 R tl~-O/t ~ -q~'-e" on i r=-e m q n t ~ 

%he Final Pule aden ts a new provision which sunsets the i 
report lng requirements applicable to interstate pipelines ~;nder 
this Rule on December 31, 1989. The preamble discussion calls 

for a review of the zepoktlng : . e q ' d l ~ , - , , ~ , + ~ -  ~ ' ~  ,~ ~:_~ ~ = - ~" ---~: .... ~ - ; z n  o , .  r e p o k L J - - - ~ 9  ~ =  ., 
commission deaision on wnect~L ................ 
necessary elem£nt of this n~w regulatory framework. (SILp 
opinion at page~ 6 and 7~ . The rationale for s,~,nsetting the 
rei, orti:~g requirements is that the perceived affiliate problem 
,,ay be transitional kn nature and may be mitigated or eliminated 

by ccmp eritive forces, once open access transportat-~on ai*d 
, elated Commission initiativcs are permanently in place. I 
supported the December 31, 1939, sunset date at the Co:,,.mission _ . .  

Meeting as a compromise aF,~rcach to this ~rovision uf the RuJe. ! 

As the General discussion at the beqinning of this separate 
ooinion makes caear, I am persuaded that there is a serious and 
l~no ter~n poteilti:'l for competitive abume arising from the 

+ ;~ ~elationshIF between interstate piFelines and their 
affil .... d - • "-, 
affiliated mar'ieters. The essence of this Final Rule -- 
; ~ .... ' of that potential compe~ - .~  ~buse by the 
_e__rr..]+e . - lP.de~e ..................... " 
~&tablish~eI-~t -~ Stal;dards ~ Conduct, 
rapid reporui~*g, ~,,d P , . . ~ , , . 4 . , ~ . .  +nror~,u . . . . .  • i 
this approach i~ far less drastic than the divorcement or 
divestiture of marketing affiliates urged by many commencers. 

,,+, ~.=- =-~a:h can on,y be f'llly effectiv(~ in ins 

essential de-~ig n if it include~ the rapid reporting requirements 
in the Final Rule. I am not persuaded that competitive forces 

~: active enough under any realistic scenario a y~ fzo~ 
~,;+~ -e ~ f - -  " - - ' - ^ - e l a ,  for competitive a~use .st, 
now to eliminate the serious puu=,,-- - " . 
~ ~hat matter, ah any time in the next several years. 

it is zluite clear today.. In m}" judgment, teat -_ne 
Censecfuently, . . • ~-- "~ss if net llttJe, 

requlre:.a~.Ls af'~o= the er.u o~ ~o 

-~-od that the repoi-tinq .~d,,ae.. .~Icv .... n 
I a!so am ~muu..,;-- - - " • -:-~s as a signal that the I~ • -:; ~,, ;nter~tate DIDe£l,~:- u • 

will.be.percel~ ~[~:~_. _omoie~l, , to oh," ; ' , ~ - w  r~gulatory . M 

Commlsszon i~ not c .... ~'~ ~ ""  ss and l~GC indica'ed in their 
• . ' ;_- Acre 17 , . + - , ,  +o { 

supplementa+ corn,,,+,,+ + - 
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th.+.t e ' . r e c =  . , , t h  r ~ . - _ + u l : ; n , ]  r e 4 + t L v e  i . ~ P a  z L ~  i n  t e r n s  o f  
' . , " ,~ d i ~ c r i m ~ n a t / o n -  I 

c t ~  a . . . J i a t e  F r e f e r c n c e t .  : , ~ d  n a n - a ( f z . z a t . -  
believe the Commzssicn mnt:% deponst "ate its fuil and unswerving 
commitment to the aaqresLive implo~e ,tation of this new 
r~gul,T,=ory franework, and prompt enforcement action in t(~e evemt 

violation- r l ' h e  demorstration now of any le.n~er 
~f any al ~_ged 
cor.mitme~t would ser";e to reduce ma:~rially, if not destroy, the 
ef~ectivemess of this regulatory -'~terrence apMroach. And, if 
the Co:~missio~ cannot make the'. 2preach effective, the only 
remaining alternative would De ~ome form of divorcement or 
d~v~stLLure 0~% a 9c1~v~!: b~'.'~ re pr¢,:e~t c~ompet~t:ve abuses by 

at fil rates. 

Ac,:ordint y. ~. recomr, end that the Commission on renearrng 
consid~r further the reporting sunset prevision in the Final 
R,II~. For example, the Commission might decide that a specific 

sunset p~ov,.~u,, *.- ............... "-, ''-" " 's coramJtment to the 
because of the concern about the Lommls=lon 

• ~, Commission could 
deterrence approach. A!ternat!v,..'y, the , . . - . , -  .. ,,-, .... ~ ~ 
es~abiish a much more realistic sunset date -_,u~,, as ~.~..~r -., 
1994 five years after the rules are fully o--erational on 
~nterstate pipeli.~es. ~he Co~mlssicn a!so could schedule a 
formal review at a more zealistic t_;m~ certain, such as three 
years, %'ithout including a specific sunset provision at this time 
:. e!,= wi.~ u,,~o [n ~nv event, th~ commission should address 

,~ n~,vi~ion further on rehearing to ensure the longer r era 
effec~Ivenes.~ mnd v~ability of the new reqFulato~Y frameworK. 

~-v~e rv~/-0D: Qroani~gtip_~_8!_~9 a_p~'_lgj/ v s .  "~d~//_d~endent_ 

My primary r. serx.ation about this Fi~al ,qule Is the 
provision cn so-called ,,indeper,dent functiot.img," discussed at 
ease &D of the Slip C.pi:,ioi%. At the ~utset, v sheu]_~ ~ot~ that ~. 
continue to support stronal" £b~ total separation o£ the 2 •-- , • 

{n~e~e~ Di~line and its :/arketing affZllete under a "Ch!ma 
Wail" requirement- Any lesser .~egree ot separar.icn on~y invites 

• . : _- : - .~ .~ - t~e reduce the £e~ulatory deterrence ~ t  Z--~'~ . t l ,  . .S  
o~qdll 4. ~a t. ~ue la 4 . . . . .  i ~  
n f  the  Fine-1 Ru le ,  as was argued by many CO~a:enters [ i s ~ e d  
EuuL,:,~.t ~ _ ~5; Accede and NGC. w%ere t h e r e  i s  comp ie te  & e p a r a t i c n ,  
the identification of violations and cbe enforcement c: the 

regulations ~ made m~eL,o**; , - ' ~ * -  " 
straightforward, thus enh,,ncing the deterrer, tetfectiveness u t  

the rul~. For ey:nvple, the mere ?xi~tence of a,~y " - , .a+- , , -  
co~.~unicatlon or information would establish a de_ f_act__~o 
~,res'lmptior, of ~ vie!erie;: ::ndP.r a China Wal [ reO-direment, rather" 

! 
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I tc tLe respective fu:~ct iollu C;: I 
-h.i- -L,, ?:v F;st511:,~ qt;cstiCn5 ~t; -. *~.. Pomm~nicatlon or 

. . . . . . . .  " • . , . *  ~" ~ n a ~ u c 6 ~  L )  t " . . " ~ -  " " . " 

the per:;oI!nel .n~else.., _~]e - "  ~he c.Grmunicatien or znf or'~'atz°~ 
infer] at ion, the relatlor.-.[,tP u~ "'-" ~or~h ConsequeI:t[Y, I would 

- , c t  ~ o t i s  i f 1 ~  s v  - -. - . -, • 

tn the respectlxe fUD .. . ' ~. ~-~ fine1 ~<u~e t,a ~l,luu~ ~ ~'**"~ 

';a~l requzremet;t on reh-~*In~ • 

• • Real vo Symbol t~ 
2 iTxdepe_n_~ent c'"lnctL°r'!~g-: . . . . .  "----'" """ " - 

• , imitation on certaJ n 
• ~r the Commission adopts a ...... ~, .... 

It, howea-- , ,~ ~ ~o ~,~ec;s~ tP, an .no ..urge ,~ 

~.~, - ............ , ........ . ...... reposed "nat all empioyee~ of ,~ 

,, ,- m lo"eeS" to only °!'eranln9 ~"~' : =i ~-'m 
a~l e p Y ....... ,~ ~educe the exter~t ot separaL, on ~:,, 

[/ndeflned, and also w ~ u , . . ~ ,  ~{% ~,, .m , , * - , ~  , - h e ,  max:m~:m ,,x[.eI~t 

P ~ b - ! - ~ "  [__?~Ube~to'reouize that all non-.upport personne~ 
fol-#,u~a~o~ . u ~  . . . .  ~"~,~,'al. reo:',latory and ~ecnniuox 
(i.e. all management, o~.'~*~=~' " ..... -~, indeDen~¢:ntly of the 
persor.nel) of the pi};e.ln {~a _- wich [,o auall~lers of any kind. 

marketln~ aff~llate ve-$-'"*-" ....... ion t,-~';ath er at all (ether th::,~ 
The on~y personle± who coup(/ ~u,,~u -[-~-- -6:3onnel -no ~ en~aged 

I'1 wouicl ~ G  ~/ppuA~. E " - 
completely independent . ) . . . . . .  ~ ~ .- nnd overatl ..... ef the 

Jr, rh~ mar~eE~r.q, .~a~ , .-~ ~tf% ;n r~P (IraT~ Simply le~v~-~ 

~rc~;~t~-~ c9-=P9 "='*c:'. s e.:;.~,"-an & ;lex!bilitY. 
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