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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COM.fISSICN

(18 C.F.R. Parts 161 and 250]

Inquiry into Alleged Articompetitive Pracrices Related
to Marketing Affiliates of Intersta*s Pipelines

Docket No. RM87-=-5-00)._ .=

l " ORDER NO. 437-A
ORDER ON REHEARING
(Issue.a December 15, 1989)
AGENCY: Federal Energy Regqulatory Commission.
ACTION: Final Rule; Order on Rehearing.
SUMMARY: The Commission issued a final rule in Order No. 497
{53 Fed. Reg. 22,139 (dune 14, 1988), III FERC Stats. & Zags.
4 30,820 on June 1, 1988, adopting standards of conduct and
reporting reqguirements to govern the relationship between
interstate pipelines and their gas murketing affiliates.
This order on rehearing denies in part and grants in part
I rehearing of Order No. 497. This order also extends che final
rule's reporting reguirements for an additional year, from
Decemcer 31, 1989 to Deceaber 31, 1990.
BFFECTIVE DATE: With the exception of the Comnission's extension
of the reporting requiremants in Order No. 497, the revisions
made to tha final rule in this order on rehearing are cffective
3

{insert 50 days atter publication in the fFegeral Regjister]. 1In

order to prevent. a gap in the ruie’s reporting requirements, the i
extension of the sunset date for the rule's reporting requirments
is effective January 1, 1990.
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FOR FPURTHER INTORMATION CONTACT:

Thomas J. Lane
Office of the General Counsel
Federal Energy Reguliatory commission
825 Noith Capitol Stieet, N.E.
Washinaton, D.C. 20426
(292) 3E7-8530
SUPPLEMCITTARY INFORMATION: In addition to publishing the full
text of this document in the Federa. Register, the Cumrission
also providss all interested persons an oppoctunity *o inspect or
ccpy the contents of this document during normal business hours
in Room 1000 at the Commiszsion's Headecuarters, 825 North Capitol
Street, N.F., Washington, D.C. 20428.

The Commission Issuance Posting System (CIPS), ai. electronic

btulletin board service, provides access to the texts of formal

docunents issued by the Commission. CIPS is availabie at no
charge to the user and may be accessed using a personal computer
with a modem by dialing (202) 357-8997. To access CIPS, set your
coemrpunications software to use 300, 1200 or 240¢ baud, full
duplex, no parity, 8 data bits, and 1 stop bit. The full text of
this order on rehearing will be available on CIPS for 39 days

from the date of issuance. The complete texi on diskette in

wWordPerifiect format may also be purchased from the Commission's
copy contractoer, La Dorn Systems Corporation, also located in
Room 1000, 825 North Capitol Street, H.E., Washington, D.C.

27426.
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

{18 C.F.R. Parts 161 and 250]
Before Commiscioners: Martin L. Allday, Chairman

Charlas A, Traband®, K Sliz
and Jerry J, lLangdcn.

H
Leth Anne Holer

Inquiry into Alleaged Anti- )
competitive pPractices Reated ) Doccket No. RM87-5-001
to Marketing Affiiiates of )
Interstate Pipelines )
ORDER NO. 4927-A
ORDER ON REHEARING
{Issued December 15, 1989)

I. INTROQDUCTION

The Federal Energy RegulaiLory Commission (Commission) is
denying in part and granting in part rshearing of Order No. 497
issued in this docket and is clarifying certain provisions of the
final rule.
II. PUBLIC REPORTING DURADEN

This order on rehearing makes modest ravisions in the
reporting requirements contained in Order No. 497 which,
collectively, do not materially alter the overall reporting
burden in the final rule that is already in effect. The order
extends these reporting requirements and the sunset provision for
an additcionaj year, trom December 31, 1989 to December 31, 1990.
The Offica of Management and Budget approved the reporting

tequicrements in the finai rule on August 18, 1958. This approval

is effective until December 31, 1389.
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IIXI. BACKGROUND

The Commission issued a final rule in this proceeding on
; June 1, 1288. )/ Tho final rule was the result of a lengthy
rulemaking proceeding that becan with the issuance of a notice of
inquiry (NOI) in November 1986. 2/ The Co.wission issued the NOI
in response to several petitions for rulewaking 3,/ and several
cases that had raised tihe issue of potential abuse in the

relationship ketween interstate natural gas pipelines and their

marketing or brokering affiliates. 4/

i/ $3 Fed. Reg. 22,139 (June 14, 1988), ITII FERC Stats. & Regs.
4 30,820 (June 1, 1988).

"Notice of Inquiry into Alleged Anticompetitive Practices
Related to Marketing Affiliates of Interstate Pipelines™ on
Novenmber 14, 1986 [51 Fed. Reg. 41,982 (kov. 20, 1986), FERC
Stats. & Regs. § 35,520)]. The Commission received 107
responses tco tha 0I.

3/ Pecitions of.Hadacn Gas Systems, Inc. in Docket No. RM86-19-
000, Minnesota Department of Public Service in Docket No.
RM87-1-000, and Shell Gas Trading companv in Docket No.
RMB7-2~-000.

Ay Northern Natural Gas Co., Docket No. RP82-71-001, et al., 29
FERC ¥ 61,040 (1982); Mountain Fuel Resources, Inc., Docket
No. RPRA-R7-NN1 26 FERC &€ £1 150 (1288} ; AHR fipsliine Tu.,
Docket No. RP86-105-00G, 35 FERC § 61,400 (1986);
Independent Patroleum Association of Mountain States v.
Panhandle Eastern Pipeline Co., Docket No. CP86-584-000, 1€
FERC ¢ 61,282 (1986): Southern Natuvral Gag Co,.,, Docket No.
CP86-277-001, et al., 6 FERC ¥ 61,275 (1986); Texas Cas
Transmission Corp., Docket No. £P86-349-001, 36 FERC
§ 61,274 (1986); Arkla Exploration Co., Dockat No. CI86~-376-
000, et al., 37 FERC 4 61,011 (1986); Southern Natural Gas
Ca., Docket No. CIBsS-371-000, et 21., 36 FERC § 61,401
(1986) ; Tenneco 0il Co., et al., Docket No. CI86-254-000, et
al., 36 FERT ¢ 61,399 (1986).
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In response to the ccmments received to the NOI, the

I Tommission issued a notice of proposed rulemaking (NCPP! cn
June 2, 1987. 5/ The NOPR proposed to establish standzrds of
conduct t- govern the pipeline-affiliate relationship ana
reporting requirements to provide data to determine whether
anticompetitive practices were occurring. The NOPR also cutliied
other possible approaches to prevent undue discrimination such as
divorcement, 6/ divestiture, and organizational separation of the
pipeline and its ‘affiliate. Additionally, the NOPR enught
comments as to whethor only Order No. 436 pipelines should be
permitted to have marketing affiliates.

In the final rule the Commission adopted the standards of
cecnduct and reporting requirements outlined in the NOPR, with
certain modifications. The Commission also establlished a
tentative sunset dats of December 31, 1989 for the rule's

reporting requirements. The Commission added that it would

examine the nccd to extend the rule's renorting reguirements at

the end of this period and would do so if such action wvas i

\ necessary. Other changes were made to reduce the reporting

requiresents and to elimirnate reporting of data that might result

S/ 52 Fed. Reg. 21,578 (June 8, 1987), FERC Stats. & Regs.
9 32,445. The Ccmmission also heid an Opportunity for Oral
Presentation on October 20, 1987, to allow presenters to
air their comments more fully.

6/ Under divorcement, a pipeline would be allowed to have a
marketing affiliate but could do no business with the
affiliate.
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in the release of competitively sensitive informatioan. 7/ The
final rule alsc restricted the availability of discounts to
affiliates of pipelines that do not transport under a blanket
certificate under Subpart G of Fart 284 of the Commission's
requlations. Under the final rule, such a pipeline may not
charge an affiliate a rate lower than the highest rate it charges
ir anv transaction rot involving its =zrketing affiliate.

The Commission declined in the final rule to require
divorcement, divestiture, or organizational separation or to
limit marketing affiliates to Order No. 436 pipelines. The
Conrission, however, stated that it might impose remedies such as
divorcement or divestiture on a case-by-case basis where
necessary to prevent competitive abuses.

IV. PRISCUSBION
The Commission received 44 rehearing requests as well as a

numrer of requests to stay all or portions of the final rule or

1/ The NOFR proposed that a pipeline make publicly available a
iog of all transportation transactions. The final rule
recuired such a log for affiliate fransactions anly. The
NOPR also proposed to require (1) that the log identify any
affiliation of the requestor of transportation with the
supplier of the gas and (2) that pipeline transportation
persornel maintain a log of contacts. Neither of these
proposais was euopied in the final rule. Rather than
require the log to identify the supplier and the end user as
proposed in the NOPR, the final rule required identification
only of the production area and the state where the gas is
consumed. The final rule delayed the initial filing date
for the information from 30 to 0 days. <The NOPR proposed
updating non-log information every 30 days while the final
rule required suca updates on a quarterly basis.
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to waive particular provisions of the rule for individual
pipelines. §/

Many of thea arguments made on rehearing are the same as
those raised in the comments to the NOI and the NOPR. Pipelines
and their affiliates centinue to argue that the r:le is
unnecessary, is overly burdensome ana wouid force &
ielease confidential data that would put the affiliated marketer
at a competitive disadvantage. 39/ Independent marketers and

producers argue that thre rule did not go far ensugh to prevent

PO B .. T S | F R L I T T i AI SR, RSN S—

affiliate abuses. They argue that the Comzissicn shoula have
orderad divestiture 10/ or at least structural sepa-ation of
pipelines and their affiliates. 11/

In the final rule, however, the Commission detsrm.ned that
the pectential for anticompetitive conduct between a pipeline and
its affiliate was sufficient to warrant action. In determining

the appropriate action to take, the Comxission sought to fashion

8/ The list of petitioners is contained in the Appendix. The
stay and waiver requests are bein? addressed 1in a separate

At o Aedaw

order 1ssued CONteaAporaneéousiy wavn waisd Srdsr.

9/ See, @.d., Interstate Natural Association of America
(INGAA), Enron Interstate Pipelines (Enron), Tenneco Gas
Pineline Group (Tenneco).

Access Energy Corp.

See, €.9., Hadson Gas Systems (Hadson}, Producer Assoclia-
tions, National Gas Clearinghouse, Inc. The Marylznd
People's Counsel also argues that the Commission should have
allowed marketing affiliates only for Part 284 Subpart o
pipelines.

S

L L T Y T W .S
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a rule that would prevent these abuses with the least requlatory
infringem>nt necessary. The Cermmission believas that the course
it adopted in the final rule of establishing standards of conduct
and veporting requirements has been effective in curbing
affiliate abuses without the need for nmore intrusive measures.

To the extent that the Commission addressed the abova arjuments
...... rinla i will nnt raiterata ita vationale atr agraeat
length on rehearing. Several argumeats, howaver, do merit
additional discussion. Tha Commission is also clarifying certain
provisicngs of the rule and modifving certain aspects of the rule.
2ny rehearing requests that may be filed in response to this
order on rehearing shouid be limited to nev matters raised by
this order.
A. Heed for the Rule.

The Commission continues to believe that the pctentiai for
affiliate abuse is sufficiently =substantial to support the rule
as promulgated. .

In adhering to its approach adopted in the final rule, the
Commission is not persuaded by the pipelires' arguments that the
ruie ;s unnecessary. AS The Lommission adiLeu 1l the NUPR, tne
Commission had received complaintz of abuses. Comments received
in response to the NOI indicated that there were <0 industry-wide

standards as Lo the type of activities that could lead to

affiliate abuse ani that undetacted anticompetitive activities

could be occurring. A substantial pcooticn of pipelines!
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transportation transactions ware and are being conducted on
behalf of their marketing arfiliate, and Pipelines have an
economic incentive to favor their atfiliates, Thus, the
potential for abuse ¥a3 and is significant enough t» warrant
Commission action, Also, absent estakrlished standards, pipelines
would run the risk tha: their practices with tneir zifiliates
2ight iater he fourd to ke untawful. The standarde of conduct
Provide guidelines for the Commission's Enforcement Task Force in
dealing with conplaints alleging pipcline-aftiliate abuse, and
establish a framework in which a pPipeline and its afeiliata cap
structure their relationship in a lawful manner. These
standards, together with the rule‘'s reporting requirements, give
the public and the Commission staff the ability to datect and
Prevent. unlawfully discrininatory uctivity.

The Commission has also concluded that strs "ger action, such
as divestment, diorcement, or organizationcl separation is not

Suppcrted by the record presently before the Comm.ssion. Nor

TS Sdiull Cransportation transactions with it- ~ffiliate. 12/

This conclusion is confirmed by our Analysis »f tha Axea

12/ In this regard, the Commission notes that the issue is
largely moot in that all of the major interstate pipelines
have either accepted or applied for such certificates.

e e
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fguitements. The dat~ do not reveal any pattern of affiliate
favoritism in areae guch ae discounts, gusue pocsiticning,
processing time for transportation requests, take-or-pay, or the
disposition of requests. The Commission will continue to monitor
the informaticn submitted to dstermine if strongr. generic action
is necessary and will continue to act on a case-by-case basis to
prevent affiliate abuse where such action is appropriate. 13/
B. Gcope of the Ruls.

1. Entities covernd by the rule.

In response to many rehearing requests the Commission is
revising and clarifying the types of entities and transactions

that are covered by the rule. 14/

13/ In this regard, the Tommission notes its recent order in
Docket No. RP8F-~-68-C00, ot _al., inter alia, directing
Transcontinental Gas Pipe Line Corporation (Transco) tc show
cause why its reacent transactions with its marketing
arffiliate TEMCO are riot in violation of Order No. 497 and
why Transco should not be required to divest or divorce
itself from TEMCO.

14/ After the final rule went into efrect, the Commissiocon
adopted Order No. 509, "Interpretation of, and Regulations
under, Section 5 of the Quter Continental Shelf lLands Act
Governing Transportation of Natural Gas by Interstate
Natural Gas Pipelines on the Outer Continental Shelf,® Order
No. 509, 53 Fed. Reg. 50,9z5 (Dec. 19, 1988), III FERC
Stats. & Regs. § 30,842 (Dec. 9, 1988) reh'a. denied, 54
Fed. Reg. 8301 (Fzk., 28, 1589), 46 FERC ¢ 61,177 (Feb. 21,
l9Evy). Order No. 50% provides every interstate pipeline
that transports gas on or across *he Outer Continental Shelf
with a blanket certificate authorizing and requiring
ncndiscriminatory transportation of natural gas con behalf of
others. These certificates are issued pursuant to Subgart K
of Part 284, a naw subpart promulgated in the final rule.
The Commission is amending t“he requlatory text of Order No.
497 to bring pipelines holding these Subpart K certificates

(continued...)
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First, “he Commission is excluding only from the rule's
reporting requisements in § 25C.16, but not from the scandards of
conduct, transactions involving an affiliate that a pipeline
conducts pursuant to an individual certificate previously issued
under section 7{(c) of the Natural Gas Act (NGA). 15/ These
certificates were issued under Subpart A of Fart 157 of the
Commission's requlations pursuant to detailed applications by the
pipelines for anthorizaticn tc provide such service. The
applicaticns disclosed the affiliate involvement and all other
relevant details of.these transactions, and tha Commission fully
considered these facts before issuing the certificates. These
certificates are already subject to whataver reporting
requirements the Commission deemed appropriate to prevent
discrimination in providing the requestued service, and the
pipelines have relied on these certificates as issued.

Therefore, the Commission believes that to subject these
*.ransactions to the additional reporting requirements in the ruvle
would be unnecessarily burdensome. A pipeline, however,

continues to L& subject to the standards of conduct in the rule

14/ (...continued)

- F 4 - - ——
within the ccope cof the mule,

The Commission is also deleting the requirement in the
requlatory text that Part 157, Subpart E pipelines are
included in the rule because such a requirement is
redundant. Subpart E pipelines already are subject to
Subpart G of Part 284.

15/ 15 U.5.C. § 717f (1982).
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regardless ot tha type of certificate authority it possesses to
trangsport on bhahalf of an affili=te,

The Commiczsion has authurized markating affiliate
transactiors in individual transportation certificatec in the
past, and will not disturb orgeing trancsrortation conducted
pursuant to previously issued certificates of that type.

However, as a natter of policy, in the future the Commission will
not issue new certificates for individual transportation
transactiorns that involve transportation of 3=s sold by the
ripeline's marketing affiliate unless the pinaline agrees to
comply with all of the requirements of this rule, including *he
reporting requirements.

Second, the Commission is clarifying the types of
transactions with a warketing affiliate that rake a pipeline
subject to the final rule. Section 250.16 of the regulatiocns, as
promulgated in the rule, exempts from the ruie a pipeiine “that
does not conduct gpy transactions with its affiliated marketer."
In the NOPR and the final rule the Commission explained that it
was concerned with possihlo abuges in providina tranenortation
services,. Thus, the standards of conduct in the final rule
related to a pipeline's transportation rather than merchant
function. Similarly, the reporting requirements contained in the
final rule required the filing and maintenance of data regarding

transgoitation requests and service. As this type of potential

abuse was the focus of the rule, the use cf the word "any" in
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this context is overrrcad. Therefore, the Commission is revising
this section to exempt from the rule pipelines that do not
sonduct transportation transactions with an affiliate, rather
than any transactions. 16/ Simply put, if a pipeline does not

transport on behalf of an affiliate, there is no opportunity for

it to provide the affiliate a preference in transportation. The

Commission intends tha term transportation, as used in this rule.

cne point and redelivery of gas to a second point, including
exchanges, back-hauls and other transactions in which the gas

being transported is owned, brokered or sold by the affiliate.

Third, in response o many rehearing requests, the

Commission is clarifying the typesa of activity that constitute

marketing 17/ for purposes of the rule. For the purposes of

16/ Decause the rule is designed to enrure that a marketing

affilizate does not receive a preference in the provision of
transportation services, the standards of conduct implement
that purpose by extending to areas of the pipeline-affiliate
relationship that are ancillary to transportation. For
example, one standard prohibits a pipeline trom proviaing
its ~lriliate with information the pipeline receives trom a
non-affiliated chinnar Annthayr arandard nrovidee that 1§ =2
pipwline shares informsation related to the transportation,
sale or marketing of gas with its affiliate, it must also
contemporaneously disclose the information to all potentiat
shippers. Yet another requires that the esployeaes of the
pipeline and the affiliate function independently of each
other to the maximum extent possible. And the data regquired
to be reported enroumpasses non~transportation aspects of the
transportation transaction, such as, for instance, whether
the pipeline's affiliate sold the transported gas at a loss.

17/ For purposes of this ruls, thc term “marketing”™ and
“brokering” are synonymous.
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definirg the scope of this riule, a marketer generally is one whn
either: (1) makes a "first sale”™ of gas as the term "first sale”
is defined in section 2(21) of the NGPA )8/ and codified in
section 270.203 of the Commission's requlations: or (2) who rakes
a sale for resale of oas subject to the NGA. There are sellers
nf ogaas. however, that the Commission does not intend to include
in the scope of this rule: producers, gatherars or

nrocessora_ acting in Thair traditional rolee, that cell gas
solely from their own- productlion, 19/ gathering, or processing
facilities. 20/ In making thnse sales such entitias are acting
in the roles that their names imply. Hence, even though such

sales might fit a dictionary definition of the word “marketing"

i8/ 15 U.Ss.C. § 3301 (1982).
19/ This inciudes Situations in which & pIoQucer is s&lling gas
that it owns or is selling gas of other interest cwners in
the same well and reservoir to the extent that the nroducer
has contractual authority to seil such gas. The Commission
has distinguished a producer that sells its own production
from a producer that is acting as a marketer. In OXY USA
Inc., 44 FERC ¢ 61,439 [1988) reh'qg denied 46 FERC § 61,256
(1789), the Cozxmission granted OXY an unlimited term blanket
certificate to make sales of its own production. Ir this
context OXY was acting in its traditional role as a
producer. However, the order limited the terx _.n which OXY
could act as a marleter. This limitation on OXY's marketing

interstate pipeline.

At
o]
~

There may be circumstances in which a pipeline or its
affiliale may attempt to exercise monopoly power over these
types ol facilities to deny non-affiliates access to
transportation services. The Comaisaion «#ill deal with
these situations on an individual basis. See Northern
Natural Gas Company, 43 FERC ¥ 61,473 (1988); and Northwes:
Pipeline Corpcia.ion, 43 FERC ¥ 61,491 (1988).

l
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they are not included within the Scope of the term "marketing® ae
it is used in this rule.

That is not to say, however, that these entities can never
be considered to b~ marketers ©of gas as that term is used in the
ruie. For example if 2 producer sells gas that was produced by
another, it is acting as a marketer of that gus, not the producer
of the gas. Likewise, 4 gatherar or ProcCessor that sells gas
from facilities other than its own is acting as a marketer rather
than as a gatharer or. processor.

Therl aze also situations in which a pipeline or a local
distribution comzany (LDC) ia not actirg in its traditional role
but as a marketer. Traditionally, pipelines and LDCs purchase
and arrange for the transportation of gas for their own systenm
Supply and cnen sell that gas to their customers. It is when a
pipetine or LDC act~ cutcide of this role that it can engage in
the types of sales for which an independent marketer could
Cumpete. In making such sales the affiliateq pipeline or LDC is
ccrpeting for space on the transporting pipeline. For exanmple,
=ien a pipeiine or LDC sells gas off-system, it iz not providing
a Lraditional service to its Service area customars but rathe. is
competing with others in making that sale. As such, 1t is a

marketer of that gas within the Scope of the rule.
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Similarly, when an intrastate pipeline makes sales under

NGPA section 211(b}, 21/ it is competing w!th others for that

-2 TN AL A - =YY - o - . . S L
Sale az dsos an LDC that salls Yan puirsuanih L NeCT 10N M4 224 ot

the Commission's regulations. 22/ The Commiseion has also |
granted interstate pipelines blanket certificates to pake
interruptible sales of gas that is excess to their gystem supply.
I CeéCause lhese sa’es are made in the opben marketr, the nipelins
nust compete with others to nake the sale. This raises the
potential that another pipeline affiliated with that pipeline
would have an incentive to favor the affiliate in transporting
the off system gas sold under the blanket certificate. 23/
Howvever, we believe that the reporting requiremcnts and
prohibitions against undue discrimination contained in those
blanket certificates are sufficient to prevent the potential I

abuses targetea by this rule. Therefore, we are excluding from

21/ As codified at 18 C.F.R. & 284.142 (1988). 7That prevision
allows intrastate pipelines, without prior Commission
approval, to sell gas to sn interstate pipeline or local
distribution company served by an interstate pipeline.

22/ That provision, in part, allows LDCs to make sales to
| interstate pipelines and other LDCs served by interstate
| plpeirines.

23/ The Commission has approvcd this type of certificate in
severai circumstsnces. See Northern Natural Gas Tu., 42
FERC q 61,303 (!988), reh'q denied 43 FERC § 61,519 (1983),
TLanewestern Pipeline Company, 43 FERC ¢ 61,240 (1938)
zeh'q qgranted, 44 FERC § 61,164 (1988); El1 Paso Natural Gas
Company, 45 FERC ¢ 61,322 (1988): Southern Natural Cas
Cowpany. 45 FFRC € 61,461 {1298} ; Matural Gos Pipeline
Company, 45 FERC § 61,465 (1988}): CNG Transaission
Corporation, 45 FERC § 61,466 (1988).

b-__l__
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the scope of the rule transactions involving interruptitle sales
of surplus avstem supnly made nurcuant o a blankgt certificate
issuea for that purpese. Thus, neither the reporting
requirements nor the s%~andards ot conduct in this rule will be
aoplied to those transactions.

Tharefore, although the term "marketing® aa it im used in
this rule generally encompasses first sales of gaa, it excludes
certain first sales that the Commission does not intend to
encompass w.thin tha rule, and includes other sales in which
anticompetitive conduct could occur and that the Commission does
wish Lu encompass in the rule. Although a part of the activities
of an affiliated producer, gatherer, processor, interstate or
intrastate pipeiine, or LDC may fali outside of the scope of the
rule, those entities will e considered marketers for purposes of
the 1rule in the illustrative situations discussed above. In
sumpary, the Commission has determined that the fcllewing
activities will be treated as "marketing" within the scora af the
ruale: (1) "first sales®™ of gas, or sales of gas for resale by a
seller that is not an interstate pipeline, except wnen the seller
is selling solely it= own preduction or when the deller is
selling gas solely from its own prcceasing oxr gyathering
facilities: (2) off-system sales by an affiliated intrastate
pipeline or salss under NGPA secticon 31i{b); and {3} vfi-system
sales by an affiliated LDC or sales under section 284.224 of the

Commission's regulations.
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2. Prirst sale atatus.
i In the final rule, tne Commission re-ained the "first sale"
i status of certain sales by pipeline marketing affiliates.
Berause of this status, affiliate szles of certain NGPA
categuries of gas are not subject to the Comaission's NGA
jurisdiction. Without this status, the affiliate would be
subject to price regulation under section 4 of the NGA. 24/
The Prcducer Associations suggest that the Commission act
expeditiocusly on applications filed by the public to remove thir J
"first sales” status on an individual basis. It states that this l
vould give the pipeline an incentive to deal with the public in I
an equitable manner. While the Commission continues to believe
that it can eftrectively deter affiliate abuse Lv requlating the
pipeline rather than the marketing affiljate it will use its

aulhorily Lo act under § 273.203 1o remove an affiliata‘'s first

sule status if in¢ividua1 circumstances so warrant.

3. TeD percent presurption of control.

L — - o=

In the {inal rule the Commission »tated that “‘arfflliliatce:
when used in relation to any person, means another person which
controis, is controlled by, or is under common control with, such
person.” 25/ The Commission stated that the teora “'rontrai!

includes, but is not limjited to, the possession, directly or

25/ The definiticn of "affiljate" is taken froz sectiocn 2:27) of
the NGPA. 15 U.5.C. § 3301 (1982).

24/ 15 U.S.C. § 717(c) (1982). |
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indirectly, of the authcrity to direct or cause the direction of
the management or policies of a company.” The Comnission added
that a voting interest of 10 percent or more created a

presumption cf c=ntral, 2nd ¢herafore an 2€filiatae ralationship.

Several joint venture pipelines request clarification as to
whether they are "affiliates" of their piveline owners. 26/ They
argue that although thicse owners may individually have more than
a 10 percent voting interest, no sne owner can control the
pipeline to the extent that it woul! give preference to an
individual owner's affiliate.

The Commicseion beliaves that whenever a pipeline and its
marketing or brokering entity share overlapping economic
interests the potential arises that the pipeline may ¢vTant its
affiliate a preference in order to benefit the corporate whole.
The greater the degree of such overlapping interests, the greater
the potential for abuse. It is because overlapping economic
interests create Qn incentive to grant an affiliate preference
that the Commission adooted a broad definition of control for
purposes of the rule, This definition is rot limited to the
ability to directly contccl the management of a company but also

includes situations in which a pipeline, by itself cr in

26/ Sea Robin Pipeline Company, Great Lakes Transmission
Company, High Island Offshore Systcem, Trailblazer Pipeline
Company, Northern Border Pipeline Company. These requests
are being addressed in 2 separate order that is being iscued
contemporzneously with this order.
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conjunction with othars, has an economic incentive to favcr an
' affiliate. This rituation can arise, for example, in the case of
. a joint venture pninalinae in which the niraline ia gunad bv

several other pipelines. 1In this situation, a single vipeline

owner may not be in a position to faver its affiliate over the

affiliates of other pipeliis owners. However, the pipeline

|

|

|

| .

owners as a group have an incentive to grant preferenc- s to their

\ own affiliates over other shippevs. This situation could lead t»

’ a practice of granting prefer=nces to these affiljates to the

1 detriment of other shippers.

While any overlapping economic interest gives rise to the
possikility that a preference may occur, a 10 percent voting
interest raises this potential to a level where ciose monitering
of the pipeline-affiliate relationship i{s necessary. Thus, the
existence of a 10 percent or sore voting interest is a sufficient
degree cf economic .nvolvement to create a rebuttable presumption
that an affiliate relationship exists. Accordingly, the
Commission has revised the defirnition of “control”™ in § 161.2 to
read as folliows:

*Control" {including the terms "“controlling,"”
"controlled by,* and "under common contrel with¥%)
includes, but is not limited to, the possession,
directly or indirectly and wJhether acting alone or in
conjunction with othars, of tha authority to direct or
cause the direction of the management or policies of a

company. A voting interest of 10 percent or more
creates a rebuttable presumption of control.
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For voting interests of less thar 10 percent or for other
shared economic interests, tue Commission may examine, on a case-

by-case basis, the particular circumstances involved in the

relationshin bhetwozan the nipslina and & natural gas marlater to
deternine whether ¢ suf’icient incentive and opportunity exists
to favor the marketer. 1f the Commission conclude: tlat the
incentive and ability to engage in anticompetitive conduct
exists, it will require the pipelire to conform to the rule's
standards of conduct .and reporting requirements. 27/

c. gtandards of cCopguet.

The tinal rule establisied standards of conduct to govern
the pipeline-affiliate relationship. Tnese standards provide
that a pipeline:

(1) wmust apnly a tariff praoviasion relacing o
transportation in the saze zanner *< the sare or
similarly situated persons if there jg discretion in
the applicaticn of the provision;

(2) =must atrictly enforce a tariff provision for which
there is no discretion in the application of the
provision;

(3) ®may not give its marketing affi'late a preference in
scheduling, transportation, storage or curtailment
priority;

(4) must process all similar requests for transportation in
the =ame pannar and within the saire period of time:;

{(5) may not diuclose to an affiliate any information to
secure transrirtation service the pipeline receives
fro>=s a non-affiliated shipper:

27/ See Midwest Gas Users Association v. FERC, 833 F.2d4 341
(D.C. Cir. 1987).
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(6) must contemporaneously make avajilable to all potential
shippers any information that it gives to an affiliate
regarding ths Ltransporiation of natural gas and gas
sales and marketing:

(7) musat, to the maximum extent practicable, provide for

the independent functioning of operating personnel of
the pipeline and the affiliate;

(8) may not condition or tie ‘ts agreement to release gas
subject to take-or-pay reiief to an agreement by the
producer {(or a custoamer cr end-user) to obtain services
from an affiliate of the pipeline or to an offer by the
pipeline to provide or axpe?ite transportation szrvic-
to its affiliate for the released gas; and

(9) must idertify, upor request by a potential shipper, any
intormation relating to released gas that is mitigating
the pipelines's tazke-or-pay liabllity {f it hasa
provided this information to its narketing affiliate.

The rule required pipelines to file procedures with the

Commission by September 12, 1983, to enable shippers and the
Commission to determine how the pipeline is complying with these
standards of conduct.

L

P DR I BV TO S o [ T, I, -~ - -
In additicn €5 tThaas Scaiwiaias Ul I

e B : s
AD QUM LAY

1@ Commisaion
two additional standards. One, if a pipeline offers a
transpor:ation discount to an affiliated marketer, it must make a
comparable and contemporaneous discount available to all
similarly situated non-affiliated shippers. This standard is

in addition to the previously adopted restriction (gsee

§ 284.7(d) (5)(ii)(B)) on selactive disceountirg by pipelines that
do not hava Part 284 blanket certificate. In Order MNo. 497, the

Commission racognized that selective discounts by pipelines have

the potential for giving rise ‘zo undue discriminaticn. To
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prevent this discrimination, the Commisslion restricted the
avility of a non-open access pipeline to provide Jdixcounts to its

affiliate. Upon further consideration, the Commission has

determined that the additional standard that it is promulgating
in this order is also necessary to prevent affiliate abuse. This
new standard applies to section 311 pipelines ag well as
pipelines that have a Part 284 blanket certificate. 1If a
pipeline is required to make the same Jiscount available to other
shippers that it offers to its affiliate, the pipeline will not
be able to grant its affiliate a preferential disccunt.

Second, the Comumission is establishing a standard that a
pipeline nust maintain its books and records separately from
those of its affiliate. 28/

Pipelines uwust revise their standards to irclude these new
factors by [inseit date that is 30 days atter issuance].
i\8ee § 161.3(J).)

1. Discretionary snforcexent of tariff provisions
{5 163.3(8)).

The Commission is adantina a euggestion of EnTrade o
require pipelines to maintain and make available for copying un a
daily basiu a written log of waivers that the pipeline grants
with respect to tarift provisions that provide for such

discretionary waivers. In this way the Commission and the public

28/ Th.s is ~onsisten®t with the Comrission's curirent standard
. See 18 C.F.R. Part 201 (1988).

accounting practices
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will be “ble to determine whether a pipeline is grantinj waivers
on a nondiscriminatory basis. This information must also be
included in the transportation log that is filed with the
fommission ard to which the public is to have electronic access.

(Bee Dew § 250.16(D) (xx))

Pipelines arque that this standard is unveasonable because
minor operational and administrative deviations from a written
tariff are an 1ntograi part of pipeline operations. 29/ Enron
argues that *his provision should ba limited to major tariff
provisions and that a blarket waiver should be granted for
operational and administrative provisions that may not be
identifiable in advance and that are beyord the control of the
pipeline. Arkla and Enron Gas Marketing stata that pipelines
should be able to walve taviff provisions in accordance with
Commission precedent, specifically penalty provisions if they are
waived in a nondi;crininatory wanner.

The Commission will not allow a pipeline the discretion tc
waive tariff provixions for an affiliated marketer unless the
provision itself gives the pipeline ciscretion to waive the
provision. To allow pipelines this akility, even on a
nondiscriminatory basis, could require the Commission to examinsz,

on a case-by-casgse basis, whether the waiver was in fact

29/ See, e.d9., Enron, INGAA.
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discriminatory. 1If a pipeline wishes to waive a provision, it

muet annly o the Commigaeinn o An an Altarnately, 2 pipeline
may file ravised tariff sheets proposing to grant the pipeline
this discretion. 1In that cass, the Commission and tne pubiic
will have an opportunity to examine the pipeline's request and
the Tommission will be able to determine whether such discretion
should be alliowved.

3. Prohivition on giving a s~tketing atfiliate

Rreference in scheduling, cransportation,
ailment priority [% 161.3(e)].

Shell states that this provision should be clarified so that
the prohibition on preferential treatment wculd not Le limited to
these four areas. The Commission agrezs and is clarifying the

requlatory text accordingly. The Commission is also specifically

adding a prohibiticn on granting an affiliate a cvreference in

balancing.
4. Probhibition on disclosure to an afriliate of
information to secure transportation received
fzom a _nor~affiliasted shipper (8% 161.3(e)].

Shell suggests that this provision should reference
"potenti2ai™ shippers as well as shippers. Shell states that
potential shippers should be included because a pipeline could
conceivably deny transportation to a potential shipper so that it
could 2isclzse information it received in the transportation
request to its affiliate. The lommission agrees and is amending
the reqgulation to prevent this pousibility.

The Commission is also adoptiny another suggestion by Shell.
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Shell states that this standard of conduct should not be limjted
to information regarding transportation services but should
prohibit the disclcesure of any information received froz a non-
affiliate. The Commission fees no reason to allow the pipeline
to share any information received from a non-affiliated shipper
with its affiliate. Additionally, the Commisaion notes that
under § 161.3(f) a pipeline is required to contemporaneously
disclose to all potential shippers any information given to its
affiliate relating to natural gas transportation, sales or
marketing. This could result in the public disclosure of
confidential information that may have inadvertently been
d.sclosed by a non-arffiijate to the pipeline and then to the
pipeline's affiliate. To prevont this possibiiity, the
Commission is prohibiting a pipeline from sharing any informaticn

received froa a non-zffiliated shipper. ([8¢9e § 161.3(s))

At the outset, the Commission uas concluded that this
etandard of conduct applies with respect to any employee or
officer that is shared by the pipeline and its marketing
affiliate. Thus, any gas sales, marketing or transportation
information such an employee may receive in his nr her capacity
as a pipeline employee will be considered information provided to
the affiliate. This information must then be contemporanecusly

disclosed to ail potential shippers. For example, 1f a pipeline
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and its parent company decide tc embark on a nevw gas
transporcation preogram, and one of the officers of the parent is
also an officer of the afrfiliated marketer, the pipe)ine has

shared the inform..ion with the affiliated marketer by virtue of

the fact that the officer of the parent company (who is also an
officer of the affiliated marketer) knows ~f it.

i. ccptemporaneous disclosure.

Some petitioners ask by what method this information can be
made "contemporaneously" available. 30/ The Commission does not
wish to dictate a.particular method by which pipelines can make
the information conteamporaneously available. The Commission
notes, however, that most pipelines have established electronic
bulletin boards to coaply with Order Nc. 497 and iv finds that
this is an acceptable method »f contemporanecusly praviding the
information. 31,/ There are also commercial data distrilkuticn
firms with which a pipeline may contract to post the information
on an electronic bullaiin board. Whatever method is used, the

Cormission considers “contemporaneous® to mean that potential

S

Se¢e, e.9., United Gas Pipeline Company (United), Enron Gas
Marketinsg.

E

Of the 45 pipelines that have submitted filings to the
Commission regarding standards of conduct, 36 have
astablished electronic bulletin boards to meet this
requirement.
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shippers receive the information no later than the same day the
affiliate receives the information. 32/
Citizens Energy reJuests that the Commission clarify that

this information inciudes all information relating tc capacity.

The Comwission so clarifies.

ii. TIrapsportation and gge sales and markoting
inforsation.

Pipelines and their affiliates object to this provision,
arguing that disclosing gas sales and marketing information to
potential shippers is not necessary to prevent discrimination in
the provision of transportation service 2nd that releasing this
information would place the marketing affiliate at a competitive
disadvantage. 33/

Pipelines and their affiliates further argue that the term
"gas sales and marketing™ is not defined and could therefore
apply tc almost all communications between a pipeline and its
affiliate. 34/ Tenneco states that it interprets this provision
to mean only "general®™ information as the Commission stated in

the preamble to the final rule.

32/ For those pipelines that have not established bulletin
boards to contemporanaously provide the information, other
accentable methods of meeting this stancdard include
notifying non-affiliated potential shippers by telephone or
facsimile or telex machine. The use of overnight or reguiar
mail is not acceptable.

33/ Sece, ¢.9., Tenneco, INGAA, Enron Gas Harketing.

4/ fee a n , Consolidated Natural Gas Company (CNG) nron -

i
Enron Gas Marksting. °
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The Cozxmission finds these arguments unpersuasive. As the
Commissio". noted in the final rule, a pipeline may have sales or
marketing information that it obtained as a result of its past
monop2ly power over trangportation. To make this information
available to it3 affiliate but not tc others could give the
affiliate a coapetitive advantage. Furtherrusre, if a pipeline
and its affiliate's operating perszonnel are functioning
independently, a pipeline's commvnications with the affiliate
should be limited to specific informaticn regarding the
affiliate's transportation request or service. There is no need
for a pipeline to share transportation, sales or marketing
information with its affiliate other than informaticn necessary
to process the affiliate's request or to provide the requested
transpertation service. However, to the extent it dces share
information otheér than thail nec:ssary to process affiliate
requests or to pgqvido the requested service, it must share that
information coritemporaneocusly witi all o~ther potential shippers.

Shell and Acceas Fnergy argue that the standard should be
axpanded to include any information given to s marketing
affiliate that is not contemporanecusly provided to an
affiliate's competitorc. Hadson states that the provision should
not be limited to "general®™ information as stated in the
preamble. Otherwise, it argques that an affiliate could ask a
series of "specific" questions to obtain information that would

then not have to be revealed to others. The Commission believes

1
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that a requirement tc disclose contemporaneously all information
shared with an arfrfiliate would be tno hroad. It would place an
unwarranted burden on the pipaline to make the information
available and could chill essential day-to-day business
conmunications between the pipeline and its affiljate.
Additicnally, it could result in the disclosure of large amounts
of extraneous material for which an independent marketer would
have no use.

With respect to the information that must be disclosed, the
Commission is clarifying that the rule requires contemporaneous
disciosure of transportation, ¢or gas 3ales, or mar:ating
information. The use of the word "™and"” ("transportation of
natural gas and gas salea and marketing ...") in the regulatory
text of section 161.3(f) could lead to the errcaeous conclusion
that the information required to be disclosed would have to
relate to transpcrtation plus sales plus marketing when the
intent of the rule is to require disclosure of information
relating to any of those matters. The Cnmmissior is revising the
reguls-ory taxt accordingly.

The standard of conduct applies to all inforaation a
pipelina provides to its marketing arffiliate concerning
trspnsportation or gas sales or marketing. The limited
"excnrption™ for information concerning specific transportation
requusts, discussed in the przamble to the final vrule (memr at

pp. 44-45), was not intended to swallow the rule. Indeed, if the
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pipeline's response tc a routine transportation request includes
general information, it must be contemporanecusly disclosed to
21l potential shippers. Some examples will help illustrate the
scope of this standard.

Example 1. Pipeline X intends tu build a new line under
Part 284 of the Commission's regulations. As socon as it reveals
that information tco its marketing affiliate, pipeline X must
contemporaneously reveal the information to all potential
shippers because construction concerns natural gas transportation
and marketing.

Example 2. Pipeline X discusses its intention to construct
the new pipeline with a potential shipper who, in turn, discusses
it with pipeline X's marketing affiliate. The marksating
arfiliate then agsks pipeline X a specific question related to the
new line. Pipeline X's ansver must be contemporanaously
disclosed to all potertial shippers. Information concerning
transportation on a new line would involve new or changed general
information, even if it were transmitted to the marketing
affiliate in response to a specific guestion.

LxXample® 3. The rew line 1s certificated and puilt.

Pipeline X‘s marketing affiliate requests transportation for a
customer. Apart from the general reporting remirements of
section 250.16 or othar applicable rules, pipeline X would not

have to disclose the inicrwmation transpitted to the marketing
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affiliate to perfect the transportation rerquest or compiete the
transportatjon transaction.
iif. Potenticl shippers.

The ru.e defined “"potential shippers™ as "all current
transportation and sales customers . . ., and all persons who have
pending requests for transportation service or for information
regarding transportation service. . . .™ A number of pipelines
argue that the definition of "potential shippers" in the rule is
too broad in that it could include anyone who makes a casual,
nonspecific inquiry regarding transportation service. 35/ They
suggest that the definition be limited to present or prior
shippers, 36/ to those who have made requests for service, 37/
to parties requesting the data 32/ or to shippers reasonably able
to make use of the data. 39/

The Commission believes that these suggested definitions
would Le toc restrictive. An individual that requests
transportation information from a pipeline is one wiio may use the

ipeline's transportatior services in the future and tharefore
Pip

35/ See, e.9,, Panhandle Eastern Pipeline ZTompany and Trunkline
Gas Company (Panhandle), Enzrcn, INGAA.

36/ Panhandle.

37/ United, Great Lakes.

38/ Pacific Interstate Transmission Company and Southern
California Gas Cumpany (Pacific Interstate), Enron Gas
Marketing.

39/ Amxarican Gas Association (AGA).
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may be the potentijial object ¢of aiscrimination. The Commission is
unwilling to give pipelines the discretion to determine whether
an informatisi request is "casual”™ or "nonspecific™ or whether
the shipper cculd "reasonably®” make use of the data. Although
contemporaneous disclosure may impose a burdern on a pipeline,
such disclosure is necessary to prevent markxeting affiliates from
using inside information to gain a coapetitive advantage. The
Commission notes, however, that a pipeline can avoid =much of this

burden by establishing an elactronic bulletin board to post the

information as discussed below.

6. Independent functionipng of operating smplovees
L5 161.3(g)].

A number of petitioners arcue on rehearing, as thay did in
rasponse to the NOPR, that the Commission shovld require complete
organizational separation of a pipeline and its marketing
affiliate 40/ or suggest that, at a miniamum, certain personnel
such as gas purchesing or accounting personnel should be
separated. 4]/ Access Energy states that pipelines should be
prohibited from using the saze supply persconnel to purchase gas
for both the pipeline and the afviliate. Access arqgues that this
practice implies to producers that the pipeline wvill purchase
more higher-priced sales gas if the producer also sells his

production to the affiliate. Others request clarification as to

40/ See, e¢.9., Hadson, Maryland People's Counsel.

4/ £ee, e,9.,, Entrade Corporation.
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the types of employees this provigion was meant to include. 42/
FnTrade adds that a pipeline should be required to develop a very
specific plan setting forth the personnel to be shared andt how
the opportunity for preferential treatment can be avoided.

The Commizsion does not believe that it must mandate
organizational separaticn of a pipeline and its marketing
affiliate at this time. However, the Commission reiterates that
organizational separation of a pipsline and its marketing
affiliate "to the maximum extent practicable™ is nrecessary to
ensure against .ffiljiate preference and the discriminatory
dissemination of information. 1In resolvinc complaints with
respect to the rule, the Commiseion will consider the "maximum
extent practicable™ standard of-;:S‘;:zational separation., among
other coampliance efforts. Operating employees can include
officers, directors and managers as well as non-management
emplovees. As a practical matter, the contemporaneous disclosure
requirement for information received by a shared employie or
officer (discussed above) provides a strong disincentive for a
pipeline and its marketing affiliate to share officers or
erployees. For pipe’ _nes that cuntinue to sShare empioyees ur
cfficers with their marketing affiliates, tha contemporaneous

disclosure requirement will allow the public to monitor a

42/ See, e.49,, Questar Pipeline Company, ANR Pipseline Cocmpany
ard Colcrado Interstate Gas Company (ANR/CIG}, Entrade.

P N A S I O S e S e ———
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pipelire's adherence to thic ovandard o2nd will iebie ihe
Commission to entorce this recuirement,

Tiie Compigtcian wil) ow--

|
i
§ -~
ot
{0
[
b}
¢
(
4}
¢
fi
t
b
1
{t
[
/4
o
o
a
'8
2l
1A
£
e 3
(1]
t
oy
i
"

he Toamission nowes thait, i1n 1mpioementing
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additicnal inforpation as to how thits rtandard is Leing zat.

This will epahle the Commission to determine ths oxten® ¢4 which

Comzissicn will addiess the issue of wnetner individual pipeline=
have satisfartorily complied with this etandard by separate
orders. TIf necessary, the (ommission will require the pipeline
to make organizational chang=23 to separate shared employees. In

addition, the regquirement to cont:zrporanedsusly share inforwation

that has been provided to an affiliate, as discussed ahove,
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the standard ot conduct requiring contenporansocus disclosure >f
information provided %o an aifiliate. 43/

V. H5ep0ZTting Hegquireaents (§_ 250.1¢1,

Tha ¢

lade

nal r1le also established reporting ragquirements to
enzble the Ceanissicn and the pubiic tu mconitor the pipelinc
alfisilate teiaiavasiniw. Lhese ianTludea Larlrt sneets setting
forth: (4) a ill1st of snared operating perschnel and facilities;
{2} the speciir:c information and format required for a valid
transportation request:; {2) procedures toc address and resolve
samplaints by shippers and potential shippe=rs; and (4) nroceduras
to inform shippers and potential shippers on the availability and
Fricing of traneportation service, and the pipeline capacity
available for transportation. The rule »Yeo required oipelines
to file a transportation log of remiucts mads by an 2fF118

> - ot

SIDNATID IT An whiACh @i arfiliated meikelei wawn sitvuived. puLlL
tha tariffe and +tha Yng ware ¥n he filed in FERC Poram Nc. 592 in

2pEL COUpY by Seplember 1g, (988. 335/
Or rehearing, the Commission is reaquiring pioelines to resnond
1ntriaiiy within 48 hours and in writing within 30 Qays tc a
complaint filead by a shipper or potentia. shipper. Also, the

e — — o ————— —

43/ Al Enron’s reguest the Commigsion 18 amending rhe reguiatory
text £ slarify thaf the 1oy information relating to gas tor
vhich take-or-pay relief .s granted relates to gas trans-
ported bv vre nineiryme. 3e@ revised § 250.16{b) (<) {x111)}.

44/ This deadliine was later extended to septeamber 1y, 1988, 1n
order to give pipeliises sufficient time vo incornnrate
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Commission is revising tha remilarars tace

a GOSAnAraEs tRa oo ,ir7
and nun-varirt reporting raquirecents to clarity what ie te he
‘ncluded in each, 2.

- avasrs $244098.

Celumbia states that = 1iz: =f op&ratiteyg rerscipel is
inagpropriate for a tariff filine.  The oogoisulin Tt ven, iw
including shie 1122 oo fail ui tne TariFe s thae ena Tetetig owlill

have ready access to the information. Once A rineline submits
she&ils waln this information, it may update
ion in iis Larifr as required in ihe ifinal rile
without being required to pay additicnz} £iling feas.

Enron ana United argue that the Procedures to addrese and
resolve complaints should ba limited rn wrivean SCipiesnts only
and shouid pe linited to compiaints ralatad ©o a reem uisutod ~r
furnished service. The Commission disagrees. A pipeline shovid
have an informal method of resolving complaints without rejquiring

€duice the compiaint to writing. Furthermore,

comnlygimebsr —

Tayazualing a2 pipeiine's hanaling of transportation

i<guesis may noct e limited to situations in which tha rotentia

-
4

Shlprer hag reguested or abhr

»

. - . - .
ines Sorvica. tOr

[

nsTarce, 1t

could 1nvolve a request for infcrmation Pricr to making a reqguest

for trasncsporiacion

45/ AL the requeail of Coiumnia Cas Tiananission Corporation ard
Columbiia Culf Transszissicn Tompany (<ol "---a:, the
commiesion i8 clarifying that the log information is not to
be included in the tariff filing

- . m-

4wu$063-a£_‘%h

T DT NN U R e L ]
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P IThd rieppposiation iog.
The final FTule :zequires s pipeline to make publicly

avarlaplie a ing orf Trangportation sesvice reguescs Ly affiliared
marketers or in which an =2ifii:ates marketer is involved. This

At is Jiffarenl £12Z Lhe lO0g as proposed in rhe noLR,

_—— ' S s

= Sl : - a--— —— Pyemoai. 272442301450 S anduvimailon on
44 mem A e _mEt~ e . i — = .

Norh wefllli=ts avd norn tom e ii LA r:.;-.",":...:.:'..... it SCAVALLE.

FPipelines argue that virtually every item *o Le inciuded :in
the iog 1s either unnecessary to detect instances of
anticompetitive Conduct or would piace tnelr arriliates at a
vé disadvantage by requiring the releace of conmmercially
sensitive information.

These LbIECLIONS Are ASsentiajly the same as those raised in

response to the NOrR. The Commission in the rinal rule modified
some of the 1eporting requirements to rratsse —nnf
data. 4%/ The Comeission believes that the repuiting require
ments promulgated in thae final mula ars nsowguzsy Yo Satorai
whether anticompetitive conduct is occurring. The Commisaion

realizee that in soze instances no single elsment may show

discyimination. FHuwever, an examination of diiferent data mav

show that a pattern ¢f anticompetitive conduct is cccurring. Too
avampla, 4 ToEhinalion of the raguest date, tiies reQuestor’s

affiliaticn with the transporter, and the current status ang

4%, ues n. 7 suypra.

o
P TR

LT LN
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S TE3UueEst Could shvw whether aiiliiiate requests
2CL35ed 3%unkeL ©r are more readlly azpproveld.

The Cummission is adopring ona suggestion made by several

|

report infovmarion con the Jistance baiwscn “hco SECEARL aua :

I

e e . . .

TWIINEIY bl Ll e iartnest anarr an tne SILNSELIalivia |

ramiasr_  ‘rao rals woomairez $hat this dlstanco ko reported in i
Plpeirine miles. 3everal patiticnsrs state that et 3:: pipelines

measure distance between individual points. 47/
thao Jistance reguilemeni is to ceterm)ne

whether a correlation exists between distance and a Mmreline's

wiilingness to transport. %the Commission recognizes that the

. S 22 .8 . e e —_—er e e et o o N
method cf BEASLTIAT ATst A nay vaiy dep::. waliy Lo ChE Lype Vi
N o i _ . .o | S . e . - — YL _
PiFeiire systelr. herverthglecs,; the distance Letwoean reCeipl and

delivery points is mesasurable. Therafara. the Cammicaion e

deletiny tha requisoment that this distance re reported in

[ 2]

pipeline miles and is lesving the method =Ff =sasuring Tiis

distance to the pipeline. So lorng as the pipeline ies cansistent

in apnlving ite method 2 2ach ¢ranzscticn, LhHe moaSuremeni < wiil
providae a maans tn cnwrara traneactione on cach indiviagal

system. (8ee revised § 250.16(b)(2) (ix})

- ——— Y - as s e grgE e - s - - = - - -
L2 SLOLT dildbe SRldE UL TO8 AahrormaTivull LU we

42, enron, INGAA, Unites,

YEESRETGIRRALE R LN 3 BESALE S0 T8 INETd | KRl LITHERR SRR Dol B O E 1 At NI B 1 ] SR s G AL D R [ bl @ BN

< © et A - SORE 2 s o el

. . e Fa- - - - L gy . o . - P _ .

ST R e vt o e ek o ¢ - T TROLTTLN e e -t + e hnduitehily - _ N
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t= the pipeline, particularly information relating to whothor 323
in peia; =~ld at a loss, 48/ whether gas being transported is
av ralis¢t 4af rhe soucce of the q2s 80/ a2nd

ure £ Tolal ¥oluse of ©as o Te

Pk
rh
(3}
1
i)
¥
)
y
.
A
Fl
3
%
[} ]
+
4]

f
o
3
o]
0
«Q
<
1]
U‘

oy service noi aii i information gpecified in the logq may be
availabls., Ff a prrtiouijar itam 1S unavailable that ract snoula

he matad in the iog with an explanation of why it is not

inliuued. I theo 1aénvmatinn hornmes available at a later date,
it must be included in the log updates.

Several petiticners reguest ciariricacion vi veiliain 135
itens.

The 1 g reguires a pipeiine to file inforration recarding

ot
s}
™
3
®
e}
o
s ]
A
o
G
[L]]
£:I
N —— L F T L AT R e ]

- P Y
&) vy Yea

ch transportation has

’..

transportation reguosis: {

-
LW R

- b
Pt B A AR

~e

commenced 3C days Or mofe Previousiys (£} wnich lieve ZE€EnR

r

or {3} whic

[ T

Llaen nending for more than eix months. Natural

and otners a3k whet is the starting date for reporting this

48/ United, Tenneco, ANR/C1IG, Enron Gas Marketing.
49/

Texas Gas Transaission, Earon.

cn/ FEnron states that the souncce
varied and, on a Coliviiiuasiiyg

531/ CEncron statss that this information may pe vnavaxlanle iof:
f3d ZOnEYTalis =ith --“-:;‘;'x‘_‘;‘-:-:-:-:ﬁ —rau-‘o-nh-- ti CohLiaLna wudv
rrovide for the transpor rtation of overrvun volumes; (3) &LU3T
£irm contracts; and (4) interruptible service.

Ellﬁﬁlﬂ PR A IO B YO R AT NEE Nd SRR TR SR fcmemm cmmm———

LR = T Ty N S m e o
= e

-"-n!”--‘ m-uﬁx" eI, dﬁf}-" -‘;-S-M N er | mtETINAN WA, e e ey
- g e wxs k—*ﬂmmr <o o
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intormation. The Commission is clarifving rhar this requiremant

i
1

applies to transpcrration service that cozze

4%

W

s
-~

ncad and roguests
had trtmaemn Aarntad afetravr Twivivwy 1 X *neo fdmo APFSAmre it Aabte ~AF k..
TAAWA W A S e v wm s s we - - e - v g - N aht e de e e e s R was e we e L

ila) ar that were pending tor six months or moare on July 14,
1988.

Tenneco asks whethar tne "person to ne provided

f_-r_ang:_\—_\r.'a"'“_hh aoavrvicern®i |, s FRO,VKIN RN n".l_i‘i‘. ia +heoe cama ac rhao

"shipper®. 1t also asks whether potn parties need to ve

identified wheie the "shipper® and the "ragusstsr™ of the
tranerortaticn service are difterent. The COmmigsicn ~larities

that the shipper is the person to whom the pipeline provides
cransportation service. In most circumstances the person
requestirg the service will be the <hipper. Where the two are

Sifferent. however, hoouid report both.

[ X4
o
{&
e
'4
T
®
[oad
'.J
a4
o
v

The Comm:s3:0n is not adopting a suggestion of United that

1 ol i m A D e e = W ATk e s mY mmmad e Vesm man emmes amoam ambmaas b oud
the oq LIAASAL AR W h Wil AW A A [ -t e e wh e b -y W e P 3 Prams  assew am —

rot include take-or-pay settlements that were completed or agreea

to in principle prior to Septerkber 12, 1983. United argues that
this is necessary Lo ensure that the confidantiality of theoe .
settiements 1z maintainea. ine commission ayrees Lthal tue
confidentiality of take-or-pay settlements {s assential to
prqqerving the sattliement process: Liwever. wheé ComBission has
already modiiied the og requiremants proposed in the NOPR to
vteveni disciosure of compstitivaly sensitive information

relating to take-or~pay by elininating the requirement to
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disclese che =<ource of the gas. Accordingly, a pipeline need

g
cnly report the producing area in which the scurce of gas is

tncarad, sinlace tha nivalims o 3ivsis such inivrmation te 1vs
#ffiiare, in wnich <358 The contenvoranzcus reporting

requirement of the rula applies. Furthermore, ‘nformation

regarding whether gas is subject to take-or-pay relisef wili

trnable the Comaission and the pubiic to determwiie if the

e

ninalina. thrangn ire affiliare, 1q Fiving prefoironce e the

h

n

t¥pes of transactions. The Commission recoqn.izes the importance
Gf L ninelinate miriqanine e &abe oo =l CRAPCIMAG bur UL A
the ccst of alilowing it to engage in anticompetitive conduct to
ac so.

The final rule required that most of the infermaticn in the

log be filed at che end of the ponth following the manth any

changes occur. 52/ The regulatory text provided that this report

vaLizLiea a pipcliue;a UJliyaciUn T2 report undar & 2RB4.11. Thar

section requiras a nipeline ¢p maint

TR TR RSl ET R el e T DI 1o e i [ 1 RN R LU RO Y. S

By ¥ e thes A R

o

Ty
il

b
e
s
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)
p
1
1
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-
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b
3
)
|
1
I
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1"
"
Al
1
{
{
)
|
'
»
I
bt}

that a pipeline's otligations under § 204,17 ara wat b €315,

the iog information. The Commission is making this change

' pecause urder § 284.13, a pipeline mua* raintain informatis= o=

i

, R

?

: : .

: &/ Inferzalion on AISTOHRUS in the inm is 250.16({h) {viw) ) muce
; e filed within 15 days of the close Ui a pipeline's obilling
i pariod,

|
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(e

f et e o —— PP IR - =t - - - I ——— - LI T4 L - -y H -
ri:t.‘uc;g:.a 'y T Cil Gailia atc and wonaffiliated Shlk{)ér:‘s, while tile

iovy information contdins information only on affiliated snippers.

:
g
:
E

- - - aw - P T B TN B ¥ Wy - el - amarms - e -
CAUlallY, LU (UaT LTUUALTW that a wicziin: vy o2& snz rapTT
copy oF thae Tog dota alactronically enhnmiteed &o the Conmmisainn,

The Commission has found ihat One paper COpy is iasuificient Lo

"""" nicn s regQuiring niselines o
submit three paper copies of the electronically filea log
intormation.

3. Puplis s=vess.

The final rule reguirae pipelirnes to update the log
information on a daily basis and to provide the public with 24
hour eilectronic access o the loa information.

Coaveral petiticners ask whnatrher thia eglestronio agcess

refars te the log information that is fjled with the Commissicn

HC

or the leg a8 .t 12 upoateq aaily. Ry ULNeIs$ requesc

clarificsticn that informaticn nesd he =ade pubklicly available in
the 109 Ohly &lteT CTANSPOrTATion 3&IVils H35 begun. 24/ The

- M - * .. L
COIULLDDAWIL wliasas

-

b e s PV - &, 3 - T~
ivas wnabl Chis aZZeez zol¢rs to the l1og 2= 1Y 1=

updated hbut trat a pipeline need not provide electronic access to

Wil B RRA TR AR EAGAY IF MY 120 Al E A N |1 (R (0« [BE] SER I8

the infcrmation for transpocrtation service until the

:
M

transgortation has Lbegurn.

3/ S=e, e€.d., INGAA

(9]

25/ ANR/CIG, IRGAA, Transco Energy Corporation.

AU BTN R 2 1wy ot v
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United reguests clarification that the loo oniy

eed L
ugplated if there are any chnanges. I. order to assure members of
vhe rubllc that thay are receiving tha xost currert informatign,

the Conmission is requiring picelinka. an a daile haoie &

either update tne log oL indicate that there have not been any

crhAanNoaae 1n =ha
7 o The

- -—— .
e 3

‘e £ IT548 Luit 24 wvur access 18 burdensome and that
access should be limited to normal business hours. 55/ Enron
States that the puplic can diready gat the information tThrougn
Fhe maii Ay rv ~ate— e oy

JOSTTRT OTE Lhy pipeliie’s place of business.

The Commission does not heli eve that glectronic access on a

24 nour a2 day basis is unduly burdenscme. Moreover, any burden

to the pipeline is outweighed by the need for othars to access

the data at Cheis convenience rather tnhan the convenience of the
piveline. The hurnoze ~f the irezsnt way tz give potencial
competitors and the public convenient accecss te up-to-date
inforzation in the ivg. Restricting access as these petitioners
5u3gest would nuil sccompllsn that purrcose.

United states Lhat a nipeiine should be able to ~charge a fce

to recover the costs of Taintaining 14 hour access. 1In contrast,

Access Erergy argues that the Commiseinn ahanld Avpragcle

Frehiibit pipelines [com charging a fee to gain 2ccass %o the

information.

zz/ YVYnited, columbia, and AGA.

- t e Ay i il
—_ ] p SR «-\(1.51' 'ﬂ'*"'-

et -
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The Commission will allow a pipeline to charge reasnnarie

fees to access the inforrmaticn. Alternatively, a pipeline way

—— 1 - ’

v mLali-Qals Lile

contract with a copmercial data Aietrinueinn 2:— .

- - as -

“ata fer publig accasa. In that case vho norza

£t

(]

-t
N
RS

rates the

charvar will apolyv t5 those dasiring electronic access. 38/ The

Commisgion may ovalucts the varicus electronic bulletin boards as
to forz, stz Gnd conteiils, Lu deteramine the "reagopah)lenesgh of
availability and, if necessarv. may adaopnt etandarde ¢o onsura

that compliance is within the spirit of the rule.
E. Civil Penalties.

Many p=titioners arque as they did in response to the NOPR
that the Commission has no autheority to establish civil
penalties. The Commission, however, explained its legal
rationale for inposing these penalties in the NOPR 57/ and
reiterated it in the finai rule. The Parties on renearing have
not raised any issues of fact, law or policy that were nct
pieviousiy considered.

Enron requests the Commission to state that a pipeline is

ot in violation of the rule because a shipper has not provided

it with the information necessarv to comply.

T T AT R PR IE N TR T TTENSER N R et (e IR SR e B B T DO [ e

: - _———2a— o % e Lol - — P T
el T™ht Tomzizs.aon AT ot ~i:daw LFpeEs i ccrsss Charges when it

requirad the pipeline 6 maintain an electionic bulietin
board of transportation transactions in Panhandle Eastern
ripe Line Company, Cocket No. CPE6-232-0455, Order Ho. 275-h
42 FFRC g £1 076 {Jan. 27 y

- - L

57/ 52 Fed. Reg. at 21,5u3.
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ANR/CIG and AGA arque that the discounting restricticn was

iulb onnrainad in the HCOPR, and theretfore no notice and comment
waae NnrauvIldal Lo cmemi e b.l oo - .

CESEITER ST Vie Adedsisizative procedures Act.

2%/ In the NOFR, Tiheée Cowumission outlined a wide rarge oI cotions

v

for addressing potentiail abuaas in +ha pipeline-afrilias

relationrship, including measures such as piohikiting a non-cpen

access pipeline from Daving a wmarketin

Any franmcactiong uith an 2€£113i3%2. These pProposed options weuld

nave gone significantly further in restricting pipeline affiiiate

- . -

Ticttonm T LlIZLunsiea. 4si 3 assnt f yYnoca
options, restricting such a pipeline's ability to discrunt rates
to its affiliate to no less than it is discounting to its non-
affiliate is directly within the scope of the NOPR.

Access Enerqy suggests that pipelires he romrirad ¢
announce tineirc decision on granting transportation discounts by
the fifteenth of each month in order to aliow independent
marketers to determine their Srandpiliaiion races Prior TO the
time they have tg kid cn thasir =arkets. A pipeline, however, may
neT re \n poaition to make a determinaticn by this date as to
whether it will grant discounts. Since the Comnmission is adcing
a new stundard that requires a pipeiine to aake available to

— I _2" -
P Adaas E N

y wriusied shippers 3 discount comparapie o the discount

58/ 5 U.S.C. §§ 552 et seqg, (1982).
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it offers to its affjliate., such marketers will he in the cama

*3

ogsition as to the availa ty 2f o.coh diascounts.

b T
P

e

m

Inderondent marxetsrs continna v avoue that 3 pip

by

should be prohibited from takina a mAvhating 2€0{iabn tas o

- -

iicu of a discountcd Lransportation rate because to the corporace

Alternativelyv,  Accesc Energy su

should te treated and reported as if it were a digscount. T+ adds
that a pipelire should.-be required to “eep conteannranecus
teLUiuN Ol wilal gas was alSpatcied L[rom eacn tec celipt poinc ior
each market to enable the Commission to determine if a loss has

in fact occurred.

T et e - -

in making these arcuments the .eLicioners advance a cmanarin

cizmilar to thé Ioiiuwaily. A pipeline refuses rn discount its
tzanspartaticn ratas for any ahinner. rIre marketins 2f€ilisean
then Luys gas iov §i ges Hridblu, pays $.30 per MMiTu ror the

ndiszsuntad transportation rete and Selis the transporsed gas

LY o Tl

FoT MUIDTUG, Lhdieby louwming 3.1i0 per mmHtu, Fetltloners

H

L]

B
i
"1
|=-
®
1A

Ame Tao ThRa

corparate whole ag if the nirmeline nad 2iscountez

[ X3
o
(3]

59/ Cxtxzens Energv Torvoration ﬁnd riti
ces

ST, P

-.---r-r‘-n-—-\-~' -‘_---q..\nla hll‘nt\,"’

Natural Gas Clearinghouse.

zZan
s &

T
L]

=32
5

n
)

=
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-
r
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providing tne secvice in these circuastances, thav arque, because

an independent rmarleater cannot afford to provide the service at a

loce whila fAyr *hao mawl-as !

~ — L@ N D _ s
L : - — e LY I Y *.

Fore-1

e, LT ls "loss® is no more

chich a didguiuid d13C00uUunt avzilable ouly tn the affiliate.
Texaco Gas Marketing raises the potential problem of wheire a
pipeline puts into effect rites that are later found to be

caCe&ssive ana rerunds are ordered. IL zZrques that in these

circumstancea an af€filiatba ig » -+

Veose to paying thne excessive

£

rates because tne payments wiil 3o to the same corporate entity.

Tavars ougse=ts thav, ;i

=3 . The refunds

tunds 4iv 1sier SLCS
not be paid to arn affiliate; inztead, the amount of the refun-d
should be credited against the rates to be collacted prospec-
Lively Ircm unattlllated shipperes.

The Caumsiisszicon wacognizes +that 2 marbosing affilizte pay nob
nave a disincentive to engaqge in transactions in which it may be
Ipatine o}

i — HL— 1ted

subject to a loss or Lo nayw vhatavaer rzta twe

"
|"l

les

for transportaticn. The Coamission i Lne rinal rule reqiired

pipelines to rennr- wharther zn affiliate's trancactioneg cave

144

being conducted at a 1035 1n ordar to enable the Comrission and

Fotential shippers to monitor this potentia) four abuse. However,

tha Commi=s is not prepered to assume that the hvpothetical

"y

types <¢f occurrences cilted ahove are nocurring con a freguent
2rough b4asls TO warrant genaric action at this time. 1In fact,
tar cd by *hs pipelines in the tranaportatrian laog

indicate rn rircomaor-n-n e obizn 2 SIfillale ita3d aviu ya» ac a
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loss. lHowever, if the Coxmission determires rhat abuses are
occurring in these ftypes of transactisns, the Commission retains

1ts> autnotity to fashion the appropriate remedy eitter i,

individual proceedings or through a rulemaxing proceeding.

e eean .. .

As the Ceompission oft2ted in Lthe final muis, 1T Wille daasine

the need to extend the rule’'s reporcing requirements prior to
Lheir sunset qate of Ceceirper 31, 1989. The Commission beliaves
that continuation ¢f these requirements will assist the public
ang Lommission staff in sonitoring notzntial abuszse, Thzratore,

the Commission is8 extending these requirementcs for an additiooal

Year until Drcember 31, 1990. Because the Commission cannot now

deternmine the need to continue the reporting requirements

TULIIZILLY e Decusmma s, 47w, LNe COMALSSION Will again
cXabine the neéd to exiend the mile's ragorting requiremants
priug s the naw sSunsaet date oy Nacambker 21, 1293,

Producer Asaoociations state that the sunsat dars appeared Lo
smpwss @ LuUL=UIL 3T THAT date on the wetention of data hy the

pipeline. It argquas that a pipeline rmould destray data on the

-
£L
o
(a]
[N
o]
o
']

sunset date and therefore hinder on-going invest
and preclude scruviny of pipeline cornduct. To prevent this
PO55ibility. the vommisesiosn i roquiring pipeling: te ratain the

Jata on non-affiliate transacticns until Decembevr 31, 1991.

Because tha lcg of affiliaste transacticns is

e T T o T e i A BT 1 Bt SRR St gt SN DN . - i~ sl plline. st

hﬂﬂlﬂllﬂlﬂlIlﬂnﬂmntmlnnllninunllllﬁm-ml--m-n-lmm--u-u----
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EAXEOPYRA REQVCTION

il A W
-
*

- EITANR AN WA -t W e

fur JTs approvail.

Interested persons can obtain

M)

Py 2 b= 7
A A - . T

(Attention: Michael Miller at (z02:;

—- S W R TR TS T T TN ..

TorFasrmatirme —~ewmad TV e d ok cia,, ® 7
d DR s m e e g mem ok dh e

inforraition. [fee ravissA £ 2%n0 1%

requirempents imnosed by 25OnRCy Tula. ne inrornas

Building, Washington, D.C. 2053, {A

Ccamissicn there iz no need for the pipsline tou retain that

(&
L

*

1

\'

The Office of Management and Budget's (OMB)} requlations 609/

require tha*t OMS agprove certain information collection

1

cy1Am sl oo
-_ - - A e Yt e T

-

[ X8

provisions in this order on rehaaring are being submittad r. &Ma

information on the infarmation

~ravisions by contacting the Federsl fnergy Regulotcoly

-

Ccamission, 825 North Capitol Street, ¥ E. Washington, D.C. 20426

357-9205). Comments on the

intormation collection provisions can be sent to the Office of

vl wius, few gxXecutive Cffice

*tentio

)

e
ack OLZficar far tna

Federal Energy Requlatory Jammission

VI. EFFECTIVE DATE

Hreh the cucoption of the Cemmission’s extaension of the

repuriing reqguireaents in Order N,

497, the rovi c o

o e N e gm - -_ e
s T Rl il mlaa

the final rule in this order on vehearing are effective [inser:

30 days after publicatiorn in the Federal Regigter!. In cider to

grevent &4 gap 1n the rule's reporti

£Q0/ S C.T-R. 3% 1320~22 {(1988).

ng rejguirements, tlie extension

— P - -
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g 2f tho sunset date for

ne rule's reporting requirenents

1
i}

e s
effective January 1, 159cC,

kast of Subiects

— 18 CLF.R Dare 12y

LS Natursl yas
keporting and recordkeening requirements

18 C.F.R. Part 25¢

R~

[}

toiuzal ga
Reporting and recovdkeevring remiivsamarte

TN ~rAne: dasved i ~o.
R R - me LB wm .

Parts 161 ard 250, Chapter I, Title 18 Code of [Federa)
Regulstions as gat’ for?;h Salow.

By the Commissior,, Commissioner Moler dissented with a

statement atrach senarat-
{S EAL) Lacheaqa.

= ) o
s Bio 8 Galef]
=
B iois 0. cashell,
] s&(‘!rgi:—"“!_
2
=
!
—
-]
-
!
i
i
E
i )

———— o e e e a— e P e .
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FART 161 == STANDARDS OF CONDUCT ZOR INTERSTATE PIPELINES %ITH
MARKETING AVFILIATES

i. The authority citaticn for Fart 161 continues to road se
foliows:

Autijority. Natural Gas Act, 15 U.S5.C0. 71i=-717y {1222, :
haliitai Gas POlicy Act i 1vs8, 15 U.S.C. 3301-3432 {1982);
Department of Fnargy Qrganization Act, 42 U.S.C. 7101-7352
{1382); E.U. No. 1200v, 3 CFR 19/8 comg., p. 142.
<. b>ection 161.1 is revised to read as follows:

§ 18:.1 ppplivebility.

This part applies to any interstate natuval cae
that transports gas for others pursuant to Subpart A of Part 157,
and Subparts B, G. H. or K aof Part 284 and ia affiliated uith i

ratural gas marketing or brokering entity, except a piveiine that
h

L

2C§ ot conduct any transporiaticn trangactinss wie

"

affiliated marketer.
3. In & 1&1.2 the definition for "control® is revised and two
new definitions. for "rarketing” and "transportation”, are added

in alphabetical order to read 23 folicwsa:

£ 122.2 Cesisisicos.
* [ & a -

“Controi~ (including the terms "controlling,® "controlled
Ly," ard "under cammpon conirol with™) iacludes, buil is noc
lizited to, tne possession, directly or indirectly and whether

acting ajone or in cepijuncrion with orhers, of the authority tc

> - W T MED X e L Al B i R . i i, S - s gl AP VD, SR T A AN R AT p daniicl S e &

:

T
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direct ouv cause the direction of the managr-ment or pclicies of a
company. A volinu jnterest of 10 percenr oy morg creates a
TELUCLAMAL phEh et vt AL WO L L.

- 4 . - "

"Marketing™ or "brokering” as used in this Part and

-~y - P - - _- - S e
gala®* =f nitural Thot Vel Gafined

o
F]
R
It

an

b

N " N ST ET) S N BE 3 101 1.0 S T R e B N B SN

- - am o ®

i 3 270.200 uil Lliis cuaepielr, o a sale cf natural gas in

[a]

interstate commerce for resale by a seller that is not an
interstate pipeline, excapt when:

{i}) The first seller is selling gas solely from its own

N 500 5 IO D T

H
i

(ii) The first seller is selling gas solely from its own
gathering or pracessing facilitizs.

(2) An off-syster sale by an intrastate natural qas
Dipeline or ¢ sale under seccion 31li{b} of the Yatural Gar Policy
Act as codified in § 2684.142 of this chupter:; or

{3) An coff-gyster sale by a2 lccal distribution company or a
sale under & 224.224 Of this chabpter.

"Marketing or brokering®” as used in this Part and § 250.16 cf
this chapter Jdces not include a sale by an interstate natural gas
pipeline under a blankset sertificate That authorizase the pipeline
to maka interruptible sales of surplus system supply gas.

Al aem epnAd e FRie Garis mnA B PR
-~ e SRS o B S T YarT ana b 2=

a ey
H i

(XN

-y v

.

o

chapter includes any transactions which provide for receipt of

CHRRY N TR L T N R T H o | T S R IR A I L A ) R | PR 5N

"
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yas at one poir* and radelivery of gas to a cecond point,

including exchanges, back-haule and cther tranzaclions in which

caga the yas tvansported = Swhed, Lickered or =-12 nyu Lia
2ffitiatas.
4. In &% le1.:3, pParagraphs (c), (n}, (f), ard

{i} ate revised.

and new paragraphs (x} and (1) are added to read as faoll

[ R L N

§ 16..3s ptandarAs of conduat,

L - &

{(c) Tt wmay no=, through a tariff provisicn or otherwise.

give its marketing affiliate preference cver nonaffiliated

ustomers in matters reiating vo pare 2324 <ransportation

}

including, but not limiteq o, scheduling, balancing,

transportation, storage. or curtailwment priority.

&

& ]
{(e) Tt may not disclose to its affiiliate any informztion
the pipeline receivas from a nonaffiliated shipper or potential

nonaffiliated skipper.

(£) 7o the extent it provides to a marketing affiliate

f=-

nfcrzalion related to transvortatisa of natuiai gas, or gas

+

iale

t
&

ST a4 warxeling it must provide thai information

affiliated, on its syscem.
] = - *® ®

{1} 1If{ a pipeline offersgs a transportation discocnt e an

affiliated marketer, it must make a Comparzble discoun

o
.~

ME_ I R R ] L L ASTNT A AT AU BN It S M ———a: & rae
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contemporaneously availanle to all sinilarly si*uated non-
aff linvad ahippere.

- L -

r
(X} A pipeline rust waintain its bocks of accocunt and

records (as pre&scribea under Part 201) separately froa those of

its affiliate.

-— 2

{1} & pineline sust maintain and make avaiiable for cepying
on & daily basis 3 written log of waivers that the pipeline
grants with respe;t to tariff provisions that provide for such
discretionary waivers.

PART 250 ~- PORMS
Z. fhe authority citation for Part 259 continues to reaa as
follows:

Authoritcy: Uepsrimeci of Energy Organization Act, 42 4.S.C.

7101-7352 (1982): F.0. No. 12009, 2 ~IT

-
p
-

ats
k. Y

ral Gaz Act, 15 U.8.2. T717-717w (1982;; natural Gas Fuiicy
AcCct of 1978, 15 U.S.C. 3301-3432 {(1982).

& Tm £ 260
—nt B mew o

-

(Bji), {Z;{%ji3X}, (BI{6}({xX1ii)l iDI{6}{xViil) and ib} () ivivi

are revised, paragraph (b} (6) (xx) is added and paragraphs (c),

(d}, (e} (2), (g) and (h) (1) are revised to read as foilovs:

s
.
3
.
:
|
|
-
;
=
E
E
S
E
-
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§ 250.36 Format of complianca nlan for tresyportaticu evivices
@nd affillatc transzctions.

{2} WEz =3t coan

Ah interstate natural gas pipeline that transports
yaa Fus uilisis puscuant to Subparts 3, G, H, or K cf Part 284 ard
is affiliated, as that term is defined in § 161.> of thie
chapter, N any way writh 2 natiiwal gz morksrine

transpertaticn transactions with its affiliated marketer) nust:

{1} File the information prescribed in paragraph (k) of
this section,

(2) Maintain and provide the information specified in
paragraph (c) ot tris section, and

(3) Maintain all information recuired under this section
from the time the information is received uniii Decembar 11,
1990.

{E; ¥b3t %0 _I118. An intaratate pipeline must fiie tne
following inforaacion:

{2 New or sxisting tavi{{ provisions containing the

e

following:

{1} & complete list cf operating perscnnel an3 ficilities

share? by th

o
.-..
e |
{
1]
n
]
(ad
»
e
]
'3
»
re
[
"
<]
’d
>l
1]
A
o}
s
"3
®
[
..‘-
3
m
v
ot |
[
rt
o
[0
[+1]
L ]
»
v
|
t
"

marketing or brokering company:
fii} The specific infcrmation ard format rejquired from a

shipper for a valid regquest for transportation service,

N EEONE T N N st N A e s
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including, for transactions in which an affiliated marketer iy

inveived, “he items of iofugiaiion in paragraph (b)(2; of thig

{iii) Tue precedures used to addreya ar-

N R e I
ISl ave wirhipLEaniie

Y shlppers and purential shippers including a provision that the

pipeline will respoend initially within 48 henre and in ravei v

r

within 30 days *o such complaints:

by

-
wii

(iv) The nrocadurec uged 13tuzral gas pigaiine to

tr
]
s

1ntorm affiliated arnd nonaffiliated shippers and potential
snippers on:

(A} The availability and Pricing ot transportation service:
and

(B) The capacity of the pireline availahla for
transpertation,

{2) FERC Form No. 59z, consisting of a loa that con*taine
tie following information on all requests for transportation

- e -

marketer is involved for transportation that would be ccnductel
FUTSuUant to Subpart 0. G, H, ar K of Part 234:

"

(6) * = e
(ix) A 1list of all receipt and delivery points betwsen
whicn the gas is requested to be transported and the Jdistapce

petween the receipt and delivery p>ints that are the furthest

apart,

LWTEE’;..—“"‘E“ ME S MR . BTN S i Ll e e o W e T e L ~

— ke . S -
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W
[-1]

\XN1ii:) Whethner any 3f the gas being transported is subject

to teke-or~pua, raliaf far e»

e
e

sonsporTing pipeling and, if so,
how muech,
x
&
* »

(Xvill) Any complainis by thne shiooer AY and -

5
4
i
:
E & * » ]
]
.
5
|
s

conuarnirg the reguesied o

|

Formm i abe s Lt Dt P - ‘ :
S eeE Qdln Lita Gisteirion
i

- s R - 3
a0

~f such complaints,

fars ap v, - ~ . N
{¥iv) WwWhethner the ransportation is being ragquested
re ’

vifered Ay nrAavidad - ;
r provided gt disccountea rates, duration of tha Ai-—a..a
- - e AR L TS

requested, offerad or provided, the maximum rate or fee, the rate

bt

or fee astually charagaed Aor-

“g the bDiiilng period, tha shipper,

corporate affiliation betwean the shipper and the transportina

P retine, and the quantity of gas scheduled at the Adigsocuneca
—— : £ L35 TR ) '3
Tate during the billing Period for each deliverv maint ard
tx¥}) Whether the pipeline has granted a waiver of 2 tarif{

provision in providing the requested servica.

(c) ¥hat o maintaip.

(1) An interstate pipelins mse =aintain the informatinn

b
b |

paragraph [P)(2) of this section for all requests for
transportation services made by nonaffiliated shicpers or in
which a nonaffilizted snipper is 1

nvoclived from the tim

tt

e

ar

information is received uniil lecenmrcer 31, 1990.
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(2) Tho information required to be naintained by this

section will be available from Septerpker 12, 1983 until

Decexker 31, 1521 to:
(1) The Coamission on request, and

R [ N T .. - . e - .
{id; The puklic under Sunpacy b QI rarc Js ol this

O Taguiiled lu be maintainea by this
SELTioh Zust ke m&intained on Y-vrack magnetic tape or computer

disk. The format and specifications for maintenance of the

(d) When to file.

1
®
|-
»
"+
|
e |
b
*
)
%4
1) |
i»

ansportation requests for which transoortation has
commenced 30 days or Rore previously, whizh have been denizd, =or
which have been panding for =ore than six months, must pe filed
iritially «ith the Cczmission by September 15, 1952, and

theroa

"t

e2r a2 required by paragraphs (2Y(2) ard 12} until

4

1
"~
L

December 3i, i990. This requiremen: applies to transpertation
service that commenced cor transportation requests thar were

denied after Juiy 14, 1988, or that wera pending for six rcnihs

or more on July 14, 19a8.

El
E&
N
—
I
E
! (1} The informatien in paragrarh (BY11) =ofF ¢hiz gactiasn and
uh
3
)
§
i
i

i
i
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2) The information requlired in paragrauhe {(b) (3) mUst ce
filed quarterly if a2ny changes occur.
{3) 1The information in paragraph (b)(2) relating to

e on w ol -y
- -

t¥

i:r amracntao wmiveod A atad An a2 Aaxidv haaia 1 F anwy
. ST getT .o Cammas e - aw - = == = Ta a . -

- -— - -t [ L RN . N U S |
f.4; ‘.hﬁ _;}::_f){“ﬂaﬁ_j_t 1) dae e MALsL AL [ XY W) ‘e.‘..-an tO
_ -+ _= - . . - s o~
de e o — . N e e T . KA J R T T -
CL2NSDUrint 101, JTEjHEI LA swo Maewihs o cliomve v mewis 2@ wwoetbain il o

days or more previousliy, witich hsve bean denizgs, or which have
been pending more than six months. must be filed:

{i; For :nc‘ite:s in paraaraph (b} (2} (i) through {(xviil) of
this section, at the end of the month following the month any
~hanges occur; and

(ii) For the items in paragraph (b) (2) (xix) of chis
section, withirn 15 days o¢f the clcee =f the pipeline's billing
perind. A rsport of a discount under this section satisfies «
pipeline‘s uviiigation to report under § 284.7/d)Y(5){iv) of this
chapter.

‘o) EHow to file. * * *

{2y Tha wagnerir tave or conouter disk must be accompanied
ty three paper printouts of the information submitted on the
magretic tape or computer disk. The format fcr the paper
prinvrout can be obtained at the teaeral E£r gy Kegulatiory
Copmission. Division of Public Information, 825 North Capitol
St., K.E., Washington, D.C. 20425.

* ] & ] L
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7}  Public aceass.

(1) Ar Interstate pipeline must maintain and make available

4

te the nghlic all #itings Lith the Cuamission vnaer paragragh

53 {2Y of this geri

{1) One paper copy at the pipeline's principai piace ot
businesa during reqular bus:sg-c houirs and;

(i1} Copie: by maii of any item ramxm 28 within amw=n
calendar days of a w-itten sugueci, for wiich the pipeline may
charge the cost of‘postage and fif.een cants par page vhotaconica
cr per combputer printout page provided.

{2) An interstate pipeline must provide 24-hour access, by
electronic means, to the data specified in paragraph (b)(2} cf
this section. ccess to the information nust be provided once
iihe servaice hes béqun. A pipeline must, on a d2ily basi=s, either
update the information or indicate that no changes have occrvred

in the log informatinn.

(b, PRepslty fer failure to comply.
(1) Any parson who transports gas foi otners pursuant to

Subparts B: G, H, or X of Part 224 ~f +hi: shaztor and who

1 rap

knowingly viclates the requirements of § 161.3, & 250.16, or

§ 2£4.13 of *his chapter will be subject, pursuant to sec

+

't

3l1(c), 501, and S04(b)(6) of the Natural Gas Policy Act of i9/5.
“2 a civil penalty, whicn the Compirsion may assess, of nct more

® ] * & L

S, S il

——— e o e —

L o



=

PO VTS D4 TR 1 R AN U RO DS TR B !0 FLRENE R P N VISR S R B S S Y o RIS RN R R L Ra B I T Fr SN RS I R

9891220-0124 FERC PDF (Unofficial) 12/15/1989

Fote: Thim indax will por apnear in the C248 of rederal
Fequlatious.
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ADDILALX
Access Energy Corporation
American Cas Asscociation
ANR Fipeling company & Calorado Interscate

S~ e~ -y n
Lal L CLpany
Arkla, Inc.

- . - — — T - - ' .
Aeozzizticn ot LSAGD RIILLOSLALG

Natural Cas Pipelines
“itizens Energy Corpcrasion and
Citizens JGas Supply Serporatica
Ccluxbiza Gas Transaissicn Corporation
and Coluabia Gulf Trarsmission Company
Consolidataed Natural Gas Coapany
Enron Gas rarxeting, :nc.
chiTon Interstate ?i'{".ﬁ? inaa
Nfreat Takas Tranmsmi-siz, Z:

- S e owwa
== .= LRI PR S - ded gl e P
L d . . -

High Islard JOffshore System

Tndusrrial Fnargy Services Company

intarstate Natural Gas Association of America

AENLUCKY ¥@ST virginlia Gas Company
and Equitrans, Inc.

Laclede Gae Counanu (Filad ~ve o0 &

Marvliand reoplie!s Counsal

MidCon Marketing Corporation

Minnesota Department of Public Service,
Energy Issues Intervention Office

Naticnal Fucl Supriy Corporation

Natural Gas Clearinghouse

Natural Gas Pipeline Company of America

Narthern Anardasr oipeldes Sa-a-o-.

Oxy, USA

FAcCific interstate "rarsmission Company
and Southern California Gas Company

Panhandle Eastern Pipeline Company
and Trunkline Gas Company

Pelican Interstata Gas Systen

Producer Assacia¥ inrs

“uwsiacr Fipaiine Company

Sea Robin Pipeline Companyv

5u=li Offsnore, Inc., sheil Western E&pP
and Shell Gag Trading Company

Sonat Marketing Compiny

Stingray Pipaline Company

Tennecc Gag Pipelinz Crgup

Texaco Gos Marketing, Inc.

TeXas Eastern Transmission Company

Texas Gas Transmission Corporation

Trailblazer Pipeline Ccampany

Transco Einerqgy Cumpany

United Gas Plgaline CTompany
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43. western Gas MarXeting Limi=ad

44. Williams Natural Gas Tonpany
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