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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners. Pat Wood, 111, Chairman;
William L. Massey, Linda Breathitt,

and Nora Mead Brownell.
East Tennessee Natural Gas Company Docket Nos. CP01-415-000
CP01-415-001
CP01-415-002
CP01-415-003
CP01-375-000

ORDER DENYING REHEARING, AUTHORIZING ABANDONMENT,
AND ISSUING CERTIFICATE

(Issued November 20, 2002)

1. On March 27, 2002, the Commission issued a preliminary determination
addressing the non-environmental issues raised in this proceeding, finding that East
Tennessee Natural Gas Company's (East Tennessee) proposed Patriot Project was
required by the public convenience and necessity.* Issuance of a certificate authorizing
construction of East Tennessee's proposed facilities was reserved pending completion of
the environmental review process.

2. On April 26, 2002, East Tennessee filed atimely request for clarification, or
aternatively, for rehearing of the March 27 preliminary determination. Also on April 26,
2002, Mrs. Barbara Smith filed atimely request for rehearing and stay of the preliminary
determination. Michelle Bankey requested rehearing of the preliminary determination on
April 18, 2002.

3. On June 26, 2002, East Tennessee filed a request to amend the application by
modifying facilities proposed along the expansion portion of the Patriot Project by
incorporating into the Patriot Project certain compression and looping facilities already

198 FERC 1 61,331 (2002).
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approved by the Commission in an order issued December 21, 2001 in Docket No.
CP01-375-000 as part of East Tennessee's TVA Project, and by removing certain other
facilities proposed as part of the Patriot Project that will not be necessary upon inclusion
of the formerly approved TV A Project facilities as part of the Patriot Project. East
Tennessee states that the Tennessee Valley Authority has decided not to develop an
electric generation plant in Franklin County, Tennessee that the TVA Project was
intended to serve. East Tennessee also filed arequest that the Commission vacate the
certificate authority granted in that proceeding, effective upon issuance of authorization
to incorporate specific portions of the facilities authorized therein as part of the modified
Patriot Project.

4, We have now completed our environmental analysis of East Tennessee's proposal,
and, for the reasons discussed below, we will accept East Tennessee's proposed
amendment, grant East Tennessee's request for clarification, deny the requests for
rehearing, and grant final certificate authorization, subject to environmental compliance
conditions.

Preliminary |ssues

Answersto Pleadings

5. East Tennessee filed areply to Mrs. Smith's rehearing and stay request, which
included a copy of a study entitled "Patriot Extension Market Study” prepared for it by
the Merrimack Energy Group. The Blue Ridge Coalition (Coalition) and Barbara Smith
then jointly filed an answer to East Tennessee. Although our rules of procedure do not
permit these types of pleadings, we may, for good cause, waive this provision.®* We find
good cause to do so in thisinstance in order to help development of a complete record in
this proceeding.

L ate-filed Request for Rehearing

6. On April 12, 2002, the Coalition, noting that requests for rehearing of the March
27 preliminary determination were due April 26, 2002, filed arequest for a 30-day
extension of time in which to file arehearing request. Thereafter, on April 29, 2002, the
Coalition filed an untimely request for rehearing of the March 27 preliminary
determination. The Coadlition statesit was not able to meet the filing deadline because it

2See 97 FERC 61,361 (2001).
318 C.F.R. § 385.213(3)(2).
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isavoluntary landowner group restricted in manpower and resources. The Coalition
aversthat, pursuant to the provisions of the Commission'sregulations at 18 C.F.R.
§385.711(a)(iii)(3) (Rule 711), the Secretary of the Commission may extend the time
limits for any brief on or opposing exceptions.

7. We will deny the Coalition's motion for an extension of time. Section 19(a) of the
Natural Gas Act provides that any person aggrieved by an order of the Commission may
file arequest for rehearing within 30 days of such order. Contrary to the Coalition's
argument, the Commission does not hold authority to waive the 30-day requirement.
Thistime period is statutory. Both the Commission and the courts have consistently held
that the 30-day requirement in section 19(a) isajurisdictional requirement that the
Commission does not have the discretion to waive, even with good cause.* Rule 711
does not operate to allow extension of the rehearing filing deadline with respect to orders
of the Commission under Subpart B of the Commission's Rules of Practice and
Procedure; rather, Rule 711 applies only to initial decisions by an administrative law
judge under Subpart E of the regulations. °

Regquest for Stay

8. Ms. Smith alleges that East Tennessee's application is deficient and the
Commission's preliminary determination relies on incomplete or inaccurate information.
She requests that the Commission stay implementation and enforcement of the
preliminary determination until East Tennessee submits additional information that Ms.
Smith believesis necessary for the Commission to address the issues she raises on
rehearing. East Tennessee repliesthat Ms. Smith has not met the standard for granting a
stay of a Commission order.

“See, e.q., Associated Gas Distributors v. FERC, 824 F.2d 981, at 1105 (1987);
City of Campbell v. FERC, 770 F.2d 1180, at 1183 (1985); Boston Gas Co. v. FERC,
575 F.2d 975, at 979 (1st Cir. 1978); Tennessee Gas Pipeline Company, 95 FERC
161,169 (2001); and Columbia Gas Transmission Corp., 40 FERC 161,195 (1987).

°The Coalition has nonetheless fully set forth its position in its other filings with
the Commission in this proceeding.
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9. The standard for granting a stay by administrative agencies, including this
Commission, is whether justice so requires.® Administrative Procedure Act (APA), 5
U.S.C. 8 705. In applying the APA standard, we must balance the interests of the party
seeking the stay with the overall public interest and determine whether the requesting
party will sustain irreparable harm in the absence of astay.” Where this standard is not
met, the Commission follows a genera policy of denying motions for stay of its orders
based on the need for definiteness and finality in administrative proceedings.?

10. Wefind that Ms. Smith has not demonstrated that justice requires staying our
March 27, 2002 preliminary determination. The preliminary determination, as the name
suggests, does not authorize construction of the proposed pipeline or, in fact, any other
action, but instead only represents the Commission's findings on issues in the proceeding
unrelated to environmental analysis. Accordingly, because Ms. Smith cannot experience
any irreparable harm from the March 27 findings, we will deny the request for stay.

Motion for Clarification or Rehearing of Tolling Order

11. Commission regulations provide that in the absence of action on rehearing
requests within 30 days, those requests for rehearing (and any timely requests filed
subsequently) are deemed denied.® In order to afford sufficient time for consideration of
the matters raised on rehearing, in accordance with usua Commission practice, the
Commission, on May 28, 2002, issued an order stating that it would issue an order on
the merits of the requests when it issues afinal order in this proceeding (tolling order).

12.  OnJune 17, 2002, the Coalition filed amotion for clarification or rehearing of the
Commission's May 28, 2002 tolling order. The Coalition requests clarification that the
Commission will address the merits of the requests for rehearing filed in this proceeding
in a sufficiently timely manner to ensure that the Commission's environmental staff will
have adequate time to incorporate the Commission's conclusions in its preparation of the

°See Destin Pipeline Company, L.L.C., 85 FERC 161,057 (1998); and Portland
Natural Gas Transmission, 83 FERC 161,080 (1998).

"See Tennessee Gas Pipeline Company, 81 FERC 61,386 (1997); and
Commonwealth Gas Pipeline Corporation, 29 FERC 1 61,054 (1984).

8See Tennessee Gas Pipeline Company, 36 FERC 61,312 (1986); and Old Gas
Ceiling, 36 FERC 161,102 (1986).

°18 C.F.R. § 385.713.
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Final Environmental Impact Statement (FEIS) for East Tennessee's Patriot Project. The
Coalition states that the May 28 tolling order appears to contemplate addressing
rehearing issues after the FEIS is prepared. Doing so, argues the Coalition, will
prejudice the appropriate consideration of possible alternatives to the route proposed,
adopt false project goals, and alter the scope of the original proposal without appropriate
notice.

13. Wewill deny the Coalition's June 17 request. In accordance with our usual
practice, we issued a preliminary determination addressing largely economic issues, and
finding that public benefits expected from the project will outweigh adverse impacts.
The Commission's Certificate Policy Statement contemplates that the balancing of
interests will often precede the environmental analysis.’® This process does not
prejudice or otherwise limit the Commission's environmental analysis. Indeed, the Policy
Statement specifically explains that if the environmental analysis following a preliminary
determination should prefer aroute different from the one proposed by the applicant, the
earlier policy statement analysis balancing public benefits against adverse impacts could
be reopened.™* The Coalition's objections are thus premature. As set forth below, the
FEIS and this order fully address all issues pertinent to this proceeding, including route
alternatives, project goals, and notice.

Request to Delay Final Environmental | mpact Statement

14. A Draft Environmental Impact Statement (DEIS) for the Patriot Project was
issued in April 2002. On June 28, 2002, the Commonwealth of Virginia Department of
Environmental Quality (Virginia DEQ) filed comments on the Commission's April 2002
DEIS. Included inits commentsis arequest that the Commission delay preparation of
the FEIS until it completesits DEIS and receives comments with respect to another gas
pipeline project proposed by Dominion Greenbrier Pipeline Company, LLC in Docket
No. CP02-396-000 (the Greenbrier Project). The Virginia DEQ states that the two
pipeline projects contemplate similar pipelines and routes, and, it avers, affect "basically”
the same area. It suggests that after full environmental review is completed, it may
become necessary for environmental considerations for FERC to reroute either or both
pipelines, or even to choose between these two projects. The VirginiaDEQ also

OCertification of New Interstate Natural Gas Pipeline Facilities (Policy
Statement), 88 FERC ] 61,227 (1999); order clarifying statement of policy, 90 FERC
161,128 (2000); order further clarifying statement of policy, 92 FERC 61,094 (2000).

"See 88 FERC 161,227, at p. 61,749.
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suggests that the Commission may need to analyze the cumulative impacts of the Patriot
Project and the electric power plants and other developments that would depend on it.
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15. East Tennessee replied that the Commission should proceed with the preparation
of a FEIS without delay. The Commission, it says, has aready rejected the proposition
that the two projects may be mutually exclusive. East Tennessee stated that there are
significant differences between the two projects. Most notably, it said, the timetabl es of
the projects are very different; parts of the East Tennessee project are scheduled to go in
service up to two years before the Greenbrier Project. The two projects, moreover, are
intended to provide service to different customers; only one of the Patriot Project
shippers, Public Service Company of North Carolina, will aso be a customer of
Dominion Greenbrier. East Tennessee points out that it has contractual commitments to
begin service to three of its customersin May 2003, and delaying final action on its
application as requested by the Virginia DEQ will likewise delay the commencement of
service to the detriment of East Tennessee and these customers.

16.  Wewill deny the VirginiaDEQ'srequest. The FEIS was issued on September 23,
2002. Section 3.13 of the FEIS discusses the potential cumulative impact of the Patriot
Project and a number of other existing and planned energy projects for southwestern
Virginia, including proposed e ectric generation plants, a new 57-mile long American
Electric Power (AEP) electric power transmission line, and the Greenbrier Project. The
FEIS explains that, although the two pipelines have been proposed for construction in the
same general area, the Greenbrier Project is fully subscribed and the Patriot Project
almost so; that the projects have committed the great majority of their capacitiesto
separate, distinct users; and that the projects have different construction timetables and
customer in-service dates. Thus, neither pipeline, concludes the FEIS, could satisfy the
needs of all usersby itself. The FEIS describes how the Greenbrier and Patriot Projects
would run in close proximity for a short distance along the Henry/Pittsylvania County
line, and that the Greenbrier Project would cross the Patriot Project in Rockingham
County, North Carolina. The FEIS explainsthat the greatest potentia impact of the
project will be loss of trees along the two proposed routes. However, the FEIS concludes
that, because only limited portions of the new right-of-way for the Patriot Project are
forested and/or in the vicinity of the other linear project facilities, including the
Greenbrier Project, the Patriot Project may be constructed, subject to recommended
mitigation conditions, without resulting in any significant cumulative impacts.

2NUI Energy Brokers, Inc., Carolina Power & Light Company, and Duke Energy
Murray, LLC (DENA Murray).
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17.  OnJduly 26, 2001, East Tennessee filed an application for a certificate of public
convenience and necessity under section 7(c) of the Natural Gas Act (NGA), to
construct and operate pipeline facilitiesin Tennessee, Virginia, and North Carolina
known as the Patriot Project. The proposed facilities consist of an expansion of East
Tennessee's existing mainline facilities in Tennessee and Virginia, and a new extension
of itsmainline pipeline facilitiesin Virginiaand North Carolina. As described more
fully in the preliminary determination, the mainline expansion involves constructing
approximately 87.2 miles of new pipeline loops and five new compressor stations,
modifying 10 existing compressor stations, and uprating approximately 77.2 miles of
existing pipeline. East Tennessee also proposes under section 7(b) to abandon certain
facilities that would be replaced by the new facilities. The extension would involve
constructing an approximately 93.6 mile mainline (Line 3600) from a point on Line 3300
near Wytheville, Virginia, to an interconnect with facilities of Transcontinental Gas Pipe
Line Corporation (Transco) at Eden, North Carolina, and an approximately 7 mile lateral
line from the mainline extension to a new electric power plant in Henry County, Virginia.
The new facilities would ultimately provide up to 510,000 dekatherms (Dth) a day of
firm natural gas service.

18. TheMarch 26 preliminary determination found, based on non-environmental
issues, that the Patriot Project isin the public interest because it will provide fuel for new
electric generation plants, provide additional gas suppliesto existing local distribution
companies (LDCs) in Virginiaand North Carolina, and bring natural gas serviceto
portions of southwestern Virginiafor thefirst time. The preliminary determination noted
East Tennessee's prediction that the availability of natural gas service will stimulate
industrial development, and its plan to install 20 taps at various locationsin al the
counties along the proposed pipeline route. Specifically recognizing the opposition of
the Boards of Supervisors of Patrick and Henry Counties to the Patriot Project, we
pointed out that, although there are as yet no customersidentified at these tap points, a
number of other local governments, business groups, and state and national €l ected
government officials have submitted letters strongly supporting the Patriot Project and
the taps as a means of enhancing the ability of their localities and the region as awhole to
attract business and jobs. The Commission found that the public benefits of the proposed
project will outweigh any adverse impacts.

Project Amendment

19. Initsproposed amendment East Tennessee seeks authorization to: 1) eliminate
13.76 miles of pipeline loop and 6.14 miles of 16-inch diameter pipeline uprate,



20021120- 3066 |ssued by FERC OSEC 11/20/ 2002 in Docket#: CPO1-415-000

Docket No. CP01-415-000, €t al. -9-

originally proposed for the Patriot Project; 2) incorporate 1,590 horsepower (hp) of the
compression authorized for the TV A Project at Station 3206, and reduce the compression
proposed as part of the original Patriot Project at Station 3303 by 4,040 hp; 3) eliminate
proposed compressor station 3219; 4) replace aerodynamic assemblies at two
compressor stations as authorized for the TVA Project; 5) incorporate 8.74 miles of 20-
inch diameter loop authorized in the TVA Project; and 6) uprate 5.44 miles of 12-inch
diameter pipeline authorized for the TVA Project. The amended mainline expansion
would now involve construction of 82.3 miles of new pipeline loop, 76.7 miles of
pipeline uprates, and 9 compressor stations.

20. East Tennessee states that the amended facilities will result in anet reduction in
the compression and looping originally contemplated for the combined Patriot and TVA
Projects. East Tennessee avers that the amendment is necessary because the original
Patriot Project facilities were designed under the engineering assumption that the TVA
expansion project would be in service prior to installation of the Patriot Project facilities.
The proposed modifications to the Patriot Project, avers East Tennessee, will not add any
new facilities that the Commission has not already approved as part of the TVA Project
or that are different from those currently under review in this proceeding. Likewise, the
newly proposed facilities will not increase the firm transportation capacity of the Patriot
Project.

21.  East Tennessee also proposesto adjust the timing of construction of certain
facilities to accommodate a one-year delay in the construction of the gas-fired electric
power plant proposed to be constructed by Henry County Power, LLC in Henry County,
Virginia. East Tennessee and Henry County Power have executed an amendment to their
precedent agreement that reflects the construction schedule change and a shift in receipt
points.

Engineering

22.  Inthe March 27 preliminary determination we found that East Tennessee had
properly designed the Patriot Project to provide up to 510,000 Dth aday of firm
transportation service for the Patriot Project shippers without adverse effect on
intervening pipelines. No parties have requested rehearing of the engineering findingsin
the preliminary determination, and no parties have raised operational or engineering
issues regarding the amended Patriot Project. The modifications to the Patriot Project
proposed by East Tennessee in its amendment do not affect our previous findings, and
we confirm that the amended Patriot Project is properly designed to provide the proposed
service.
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Rates

23. Therevised facilities reflect a net increase of $282,000 in facilities costs for a
total Patriot Project cost of $289.3 million -- aminor increase from the $289 million
originally estimated. East Tennesseeis proposing arevised initial recourse rate to
recognize the net increase in facilities costs. The revised proposed recourse rate will be
$10.156 per Dth or $0.3339 per Dth on a 100 percent load factor rate basis as opposed to
the original rate of a maximum recourse reservation charge of $10.147 per Dth, or
$0.3336 per Dth on a 100 percent load factor basis. Additionally, East Tennessee has
recal culated the fuel percentage for the expansion shippers based on the revised
incremental compression that East Tennessee proposesto install as aresult of this
Amendment. East Tennessee recalculated the annual incremental fuel factor to 1.51
percent, up from the incremental fuel factor of 1.5 percent in its origina application.

24.  East Tennessee's amended recourse rate of $10.156 per Dth and revised fuel rate
are acceptable. Theincremental recourse rate continues to be higher than the existing
generally applicable Part 284 FT-A maximum rate of $7.21 per Dth. Consistent with the
original application, the amended recourse rate was designed based on the assumption
that al the facilities would be constructed with atotal additional contract entitlement of
510,000 Dth per day (of which 64,000 Dth are currently unsubscribed). Under the
Commission's Policy Statement, East Tennessee isfinancially liable for the project costs
and would not be able to shift such coststo its existing shippers.® Further, the Policy
Statement places the risk of underutilization on the pipeline or permits the pipeline and
the incremental shippersto arrange for risk sharing in their contracts before construction
and service begins.** The precedent agreements between East Tennessee and the seven
respective shippers do not include any language on the sharing of risks, however, and we
strongly urge East Tennessee and the Patriot Project shippers, when they finalize their
contracts, to enter into a cost sharing agreement on cost overruns and any changes to the
recourse rate, if the contract entitlements are less than the 510,000 Dth per day
certificated level of capacity.

25.  Inaddition, we note that the Commission aready provided in the March 27
preliminary determination that all costs attributable to the Patriot Project, including cost

13See Transcontinental Gas Pipe Line Corporation (Transco), 98 FERC 61,155
at 61,554 (2002); Transco, 97 FERC 161,094 at 61,486 (2001); and Tennessee Gas
Pipeline Company, 94 FERC 61,194 at 61,704 (2001), order on reh'g and clarification,
95 FERC 161,096 at 61,284 (2001).

88 FERC 161,227 at 61,747 (1999).
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overruns, should be allocated to the incremental recourse rate should East Tennessee
seek to recover such costsin afuture section 4 rate proceeding.®> Therefore, rates of the
existing shippers will not be adversely affected by the Patriot Project.

Request for Clarification and Rehearing by East Tennessee

26. East Tennessee states that the construction schedule included in its application
proposed that construction of the Patriot Project would occur over an 18-month period,
but that the Commission's preliminary determination requires that construction must be
completed and made available for service within one year from the date of afinal order
authorizing the project. East Tennessee states that the magnitude of the project requires a
longer construction timetable. The longer period, it notes, will allow East Tennessee to
meet al the in-service dates requested by the various shippers. Although the
Commission often imposes a 12-month construction period, states East Tennessee,
Commission regulations do not prescribe a 12-month limit, and the Commission has
authorized construction periods in excess of one year. East Tennessee requests that the
Commission clarify that East Tennessee need not complete construction of the Patriot
Project within 12 months from the date of certificate authorization.

Commission Response

27.  AsEast Tennessee correctly points out, Commission regulations do not require
that a Commission-authorized construction project be completed within any particular
time frame. Instead, Commission regulations provide that in each order authorizing a
construction project the Commission will establish atime frame for construction. In this
proceeding, East Tennessee requested that it be allowed 18 months to complete
construction of the Patriot Project, but subsequently modified its request to further adjust
the construction schedule to accommodate a one-year delay in the in-service date for
Henry County Power until January 1, 2005. In view of the size and scope of the project,
we find that East Tennessee's request for alengthier construction period is reasonable,
and we will modify our preliminary determination in this respect to authorize East
Tennessee to compl ete the Patriot Project authorized in this order by January 1, 2005.

98 FERC 161,331 at 62,396 (2002).
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Ms. Smith's Request for Rehearing

Need for Pipdine

28.  Ms. Smith alleges that the Commission's findings regarding need for the proposed
service by East Tennessee and the public benefits from that service are based on out-of -
date information, and that current data does not support aneed for increased gas service
in the region involved in this application. Contrary to the December 2000 U.S. Energy
Information Administration (EIA) forecast for 4 percent annual growth rate for natural
gas use cited in the Commission's preliminary determination, states Ms. Smith, the EIA's
2002 forecast predicts a substantially lower growth rate for residential and industrial gas
use in the South Atlantic region and zero growth in pipeline capacity utilization from
2000 to 2020. Moreover, suggests the Coalition,* there may not be any need for
additional electric power in Virginia. East Tennessee's Merrimack Report, attesting to a
need for more electric generation in the area under consideration is serioudly flawed and
not credible, saysthe Coalition. American Electric Power (AEP), the electric utility
company in whose service territory the Patriot Extension would be built, aversthe
Coalition, does not need additional generating capacity until 2007 or later.

29. Ms. Smith and the Coadlition also state that the planned Henry County and DENA
Wythe electric power plants to be served by the Patriot Project are experiencing
substantial construction delays and/or economic problems, which, they suggest, may
cause them to cancel the projects. They argue that loss or substantial delay of these

proj ects casts doubt on whether the pipeline is needed.

East Tennessee

30. Initsproposed amendment to the application, East Tennessee stresses that all
seven shippers entering into precedent agreements continue committed to the Patriot
Project. Approximately 87 percent of the Patriot Project capacity remains committed on
along-term basis. Despite suggestions to the contrary, states East Tennessee, |ettersit
has received from Duke Energy, the owner and developer of the DENA Wythe and
DENA Murray plants, and Cogentrix Energy, Inc., the owner and developer of the Henry
County facility, confirm that the proposed electric power plants continue to move ahead
through the regulatory permitting process. Duke Energy's | etter explains that the Patriot

®We have included comments from the Blue Ridge Coalition' various pleadings
aspart of the discussion of Ms. Smith'srehearing request. Ms. Smith isamember of the
Coalition, sometimes signing their filings, and their positions often overlap significantly.
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Project isvital to successful development of its DENA Wythe project as the Patriot
Project isthe only source of gas supply for the DENA Wythe facility, which has agreed
to receive 85,000 Dth per day for 20 years. Construction of the DENA Murray power
plant, which has contracted to receive 50,000 Dth per day through the Patriot Project,
also for a 20-year period, has been completed and the plant has commenced commercial
operations. Similarly, in aletter to East Tennessee dated June 18, 2002, Cogentrix
confirmed that, although construction has been delayed for a year, it remains committed
to the Henry County plant which will receive 200,000 Dth aday of natural gasfor 20
years.

31. East Tennessee also attaches to its application amendment letters from two of the
local distribution companies with which it has executed precedent agreements,
confirming their continued support for the Patriot Project. Carolina Power & Light
Company (CP&L), states that it needs the capacity from the Patriot Project (for which it
has contracted 30,000 Dth per day for 15 years) to fuel its new peaking and intermediate
load power generation facilities that commenced operations on June 1, 2002. CP&L
stresses that this capacity is needed to replace and/or augment capacity it currently
obtains on the secondary market. As discussed in more detail below, United Cities Gas
Company, alocal distribution company in southwestern Virginia, likewise confirmsits
continued support for the Patriot Project.

32.  With respect to whether more natural gas service will be needed in the future, East
Tennessee provides a January 2002 study it commissioned from the Merrimack Energy
Group to assess the demand for natural gas and associated economic benefits and impacts
in the region involved here. This study, it states, relies on individual LDC forecasts as
the basis for its projections, and supports the earlier analysis that there will be significant
gas use and need for pipeline capacity in the target markets justifying the Patriot Project.
East Tennessee states that the Merrimack Energy study forecasts an overall growth in
regional power demand over the next several years, and it aversthat the current
slowdown in the U.S. economy will delay, but not eliminate the need for more power and
the fuel requirementsto generate the power. Aslong as aneed for more power exists, it
states, projects will be built to meet this need and pipeline capacity will be necessary.
East Tennessee states that any slowing in the increase in demand for additional
infrastructure will be of short duration.
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Public Benefitsto Countiesin Virginia *’

33.  Ms. Smith and the Coalition contend that the Commission's preliminary
determination overstates the economic benefits reasonably to be expected from the
proposed pipeline. Ms. Smith argues that the counties through which the proposed
pipeline route would run in Virginiawill not receive the benefits described by the
Commission, and that they instead will be harmed by the pipeline. Ms. Smith asserts that
the Commission order presents no measurable market evidence supporting the need for
the pipeline except as atransmission conduit across the counties for the benefits of the
supporting shippers, relying instead merely on the hope that a pipeline will attract
industry to the region. Moreover, Ms. Smith doubts that local residential gas service
would result from the Patriot Project because the low population density of the affected
counties would render the cost of adistribution system prohibitive.

34. By including the taps as part of the objectives to be met by the proposed pipeline,
the Coalition and Ms. Smith argue, the Commission has inappropriately narrowed the
consideration of aternativesto the route proposed for the pipeline by East Tennessee.
Ms. Smith contends that the Commission's acceptance of what she calls East Tennessee's
narrow, self-defined economic objectives effectively negates and prejudices the
possibility of giving appropriate consideration to alternative routes. East Tennessee, she
says, should have solicited information from other communities along other different
routes to ascertain how those communities could benefit from future development
resulting from the availability of natural gas service. Ms. Smith suggests that the goal of
bringing natural gas service to portions of southwestern Virginia could be attained
whether the pipeline follows East Tennessee's proposed route or an aternative route.
The Commission, she contends, must balance the economic impacts of these other
potential routes to give due consideration to and balance the equities of alternative
routes.

35. Ms. Smith and the Coalition contend that East Tennessee's statementsthat it has
worked closely with local governmentsin agreeing to install the taps misrepresent the
facts. Instead, they say East Tennessee has largely sought to impose taps on communities

"Ms. Bankey's rehearing request raises concerns similar to those of Ms. Smith
regarding the need for the proposed pipeline and itsimpact on the local area. Her
comments, however, relate primarily to a suggested alternate route more through the
center of Floyd County, Virginia, aroute which we are not approving. Accordingly, we
need not discuss her rehearing request further. To the extent her comments relate to
environmental issues, they have been addressed in the FEIS.
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and landowners unilaterally, in many cases in direct opposition to the wishes of elected
officials and communities. They aver that there have been no requests for taps by

any persons in Patrick or Henry Counties, and that the Boards of Supervisorsin those
counties have actively opposed the taps and the pipeline before this Commission. The
Coalition states that landowners it has contacted in Wythe and Carroll Counties have not
requested taps nor been advised that their properties have been identified for tap
installations. The Commission, they say, also has not addressed the issue of accessto
taps on private land and the impact that taps could have on the communities where the
taps would be located.

36. The Coalition questions how much service the taps could actually providein any
event, given the fact that 446,000 Dth a day of the proposed pipeline's 510,000 Dth per
day capacity is aready committed for a substantial length of time. Assuming the 3to 4
percent annual growth in demand predicted by the four contracting LDCs, the Coalition
aversthat the 64,000 Dth per day of capacity not yet under contract would be spoken for
in afew years, without any consideration of demand from the taps. Although there are as
yet no customers at any of the tap locations, there must be some consideration made for
future need, if the taps are to serve as anything more than simply initial justification for
the pipeline and itsroute. Thereis, asserts the Coalition, real doubt as to the ability of
the proposed pipeline to serve the needs of the contracting shippers and any future need
from the taps East Tennessee has proposed

East Tennessee

37. East Tennessee, while acknowledging that there is opposition to the proposed
pipeline, aversthat the Patriot Project isindeed strongly supported by local interests, and
continues to maintain that its pipeline will bring economic benefits to the region.
Specifically, LDC United Cities has informed East Tennessee that it has performed
market studies that show sufficient demand to support cooperative development of agas
distribution system in the Towns of Hillsville and Galax in Carroll County. The Town
Council of Hillsville and its mayor express strong support for the Patriot Project because
of what they view asthe real potentia for economic development offered by the
availability of natural gas service. The Town of Hillsville specifically supports the
proposed tap at the Carroll County Industrial Park because it would encourage business
to relocate there. The Carroll County Industrial Development Authority, the Carroll
County Office of Economic and Education Development, and the Carroll County Board
of Supervisors all support the project and its proposed route as a means of promoting
economic development. There is similar support for the project at the other end of the
Patriot Project in Rockingham County, North Carolina, avers East Tennessee. The
Rockingham Partnership for Economic and Tourism Devel opment states that the
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proposed route will enable the devel opment of a distribution system in several North
Carolinatowns, and the proposed tap locations would provide natural gas serviceto a
corridor along a proposed Interstate Highway 73. The Rockingham County Board of
Commissioners, and the Town of Stoneville, North Carolina likewise agree that the
Patriot Project will enhance their plans for economic development.

38. East Tennessee states that Ms. Smith misstates applicable Commission precedent
concerning review of alternatives. It isnot the Commission's responsibility under NEPA
to determine the goals of a project for the project sponsor. Rather, it states, the
Commission generally adopts the project sponsor's goals as a starting point and then
considers aternative ways of accomplishing those goals with lessimpact on the
environment. Here, it says, the Patriot Project isintended to move gas between certain
points and to provide taps for future supply for certain communities along the way. East
Tennessee argues that Ms. Smith would have the aternatives analysis aso consider not
providing service to those communities, but to other communitiesinstead. East
Tennessee states that the law does not require a free-ranging inquiry into other potential
projects that no one has proposed.

Commission Response

39. Weaffirm our finding in the preliminary determination that the proposed Patriot
Project is required by the public convenience and necessity. Aswe explained in the
preliminary determination, the precedent agreements into which East Tennessee has
entered demonstrate strong market support for the Patriot Project. Approximately
446,000 Dth per day, representing approximately 87 percent of the Patriot Project’'s total
proposed capacity of 510,000 Dth per day, is subscribed by seven contracting shippers
for the long term. Actual providers of electric power have committed substantial
amounts of capital to electric generator projects fueled by natural gasin the belief that
more electric power will be needed in thisregion of the United Statesin future years.
These power plants, and local gas distribution companies as well, are committing
themselves contractually to receive specific quantities of gas over lengthy periods of time
ranging from 10 to 25 years. Those opposing the project suggest that this support may
drop substantially if, asthey predict, the DENA Wythe and/or Henry County power
plants are not constructed. However, subsequent to issuance of the preliminary
determination, East Tennessee receive