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The Honorable Magaliec R. Salas

Secretary

Fedegal Energy Regulatory Commission
888 First Street, N.E.

Washington, DC 20426 (p‘ (’

RE: Docket No. RP04- # 000
Dear Secretary Salas:

Enclosed for filing is an original of a Complaint Requesting Fast-Track Processing of Northemn
Natural Gas Company (Northern). In the Complaint, Northern requests Commission resolution
of a pressure dispute with ANR Pipeline Company (ANR).

Because certain information in the Complaint was filed with the Commission in an ANR »
proceeding as Critical Energy Infrastructure Information (CEI), Northern requests privileged
treatment of the enclosed Complaint and Attachments pursuant to 18 CFR§388.112 (2003). In
accordance with 18 CFR §385.206, Northemn has included an original and three (3) copies of its
complaint with the CEIl information and eleven (11) copies of the complaint without the CEIl
information. Appendix I contains a Protective Order based on the Commission’s model
protective order.

A diskette containing a form of notice for publication in the Federal Register and a hard copy of
the form of notice are also enclosed.

Please acknowledge the receipt of this letter and enclosures by stamping and returning the six (6)
receipt copies, three (3) copies of the complete Complaint with privileged information and three
(3) copies of the redacted Complaint with privileged information redacted, to our courier. Thank
you for your assistance in this matter.

Sincerely,

ol Qe

Dari R. Dornan

—ix/me  PUBLIC
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Northern Natural Gas Company Doacket No. RP04-__ -000

v.

et ot e et

ANR Pipeline Company
COMPLAINT REQUESTING FAST-TRACK PROCESSING

Pursuant to Rule 206 of the Federal Energy Regulatory Commission’s
(Commission) Rules of Practice and Procedure, 18 C.F.R. §385.206, Northern Natural
Gas Company (Northern) hereby files this complaint against ANR Pipeline Company
(ANR). Further, pursuant to Rule 206(h), Northem requests that the Commission
consider and process this Complaint under the fast-track process.

ANR is intending to place in service certain facilities on November 1, 2004 related
to its West Leg Expansion pursuant to the proceeding in Docket No. CP02-434-000
(“West Leg Expansion”). ANR has now informed Northern that it intends to significantly
increase the operating pressures on its system to higher than historical operating levels and
well above the level identified in its West Leg Expansion. The change to the operation of
its system will prevent ANR from receiving gas from Northemn and prevent Northern from
meeting its firm obligations to its shippers. ANR claims it is increasing pressures in order
to serve its incremental shippers obtained through ANR’s West Leg Expansion; however,
the proposal to increase pressures was not made clear to Northern, Northern’s and ANR's

shippers, or the Commission in ANR’s West Leg Expansion despite ANR’s knowledge
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that Northern lacks the facilities to effectuate deliveries into ANR at Janesville at the
higher operating pressures. ANR'’s proposal to increase pressures will create two specific
problems: (1) existing firm customers of Northern and ANR at the Janesville interconnect
will suffer degradation of service; and (2) competition in the Wisconsin market will be
limited, rather than enhanced as represented by ANR in the certificate proceeding.

The parties have met to attempt to resolve the issue to no avail. The issue must be
resolved well before November 1, 2004, the beginning of Northern's winter heating
season, in order for Northem’s shippers to finalize their supply sources and have the
ability to utilize their firm entitlement. Without prompt Commission action, Northem’s
firm shippers will not be able to receive the benefit of their firm service.

L
COMMUNICATIONS
All correspondence, communications, pleadings and other documents relating to
this filing should be served upon each of the following persons:
J. Gregory Porter
Vice President and General Counsel
Dari R. Doman
Senior Counsel

Northern Natural Gas Company
1111 So. 103" Street

Omaha, NE 68124
(402) 398-7077
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IL.
BACKGROUND

Northern’s interstate pipeline system interconnects with the system of ANR at
Janesville, Wisconsin. Northern has sold firm transportation service with delivery to
Janesville for over twenty years. Through the Janesville interconnect, shippers in
Wisconsin are able to access supplies from Canada and the lower 48 states, including
Rocky Mountain gas, through use of Northemn’s pipeline. The Janesville interconnect
provides an economic alternative to transporting on ANR’s interstate pipeline system:
Northern has sold firm deliveries at Janesville of up to 139,000 Dth/day for at least the
past nine years. Northern's current firm service to ANR for deliveries to Janesville of
52,137 Dth/day is effective through October 31, 2004. Northern’s service agreement
with ANR requires Northern to deliver gas at an average minimum delivery point
pressure of 450 psig, which was agreed to because of the lack of facilities in place on
Northern’s system to consistently deliver at a higher pressure. ANR previously released
34,375 Dth/day of twelve-month firm capacity to BP Canada Energy Marketing Corp.
(BP). ANR terminated its remaining twelve-month firm capacity of §2,137 Dth/day
effective November 1, 2004. Such capacity is currently posted as generally available on
Northern's website. BP’s capacity was posted for bids under Northern’s ROFR process
and is still in the ROFR process awaiting resolution of this issue. [n addition, Northern
currently has the following firm service agreements for deliveries at Janesville with terms
beyond November 1, 2004: Madison Gas & Electric ("Madison") has firm delivery

capacity at Janesville of 33,481 Dth/day during the months of March through November
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and 20,000 Dth/day during the months of December through February through 2011;
Wisconsin Power & Light has firm delivery capacity at Janesville of 10,000 Dth/day
during the months of April through October through 2010.
IIL.
WEST LEG EXPANSION
ANR’S CERTIFICATE APPLICATION

On September 6, 2002, ANR filed its West Leg Expansion application with the
Commission in Docket No. CP02-434-000 for a certificate of public convenience and
necessity pursuant to Section 7(c) of the Natural Gas Act for authorization to modify its
facilities by constructing approximately 26.3 miles of 30-inch pipeline to loop its
Madison Lateral, removing the existing 4-inch and 6-inch Beloit Lateral lines and
replacing them with approximately 6.5 miles of 20-inch pipeline, and installing a meter
station along with meter station upgrades and modifications. ANR stated that the
expansion was to serve new power generation Joads and meet existing customers'
requirements as well as future growth in the Janesville area. As a result of the expansion,
ANR stated that it would no longer be required to purchase firm transportation service on
Northern, which ANR had used as an operational loop of its system. ANR stated in its
application that the Northern capacity that ANR would turmn back would *“become
available for long term contracting by other Wisconsin shippers and the market will see
increased competition between the two pipelines.”? Exhibit G to the application
indicated that the pressure at Janesville would increase from 450 psig to 609 psig.

Northemn protested ANR’s application based on, among other things, the financial impact

' Pursuant to a waiver granted by the Commission in Docket No. RP92-192-000, Madison may also use the
Madison TBS as a primary delivery point for the same volume.
2 ANR Application at p. 17.
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to Northern’s system and its customers. Northern did not raise any operational issues
because ANR’s application did not indicate that there would be such a change to the
pressure that the gas would not be able to flow from Northern to ANR (Northern can
deliver into ANR at 609 psig). The Commission issued its Preliminary Determination on
Non-Environmental Issues on December 26, 2002 and a final certificate on June 5, 20033
Based on the information provided by ANR, the Commission found that ANR’s project
was required by the public convenience and necessity in that it met the criteria set forth in
the Commission’s 1999 Policy Statement on New Facilities.* The Commission found
that ANR had the ability to terminate its two transportation contracts with Northem;
revenues from the project would exceed expansion costs; the proposed project would
provide system benefits by enabling shippers to access additional sources of supply; and
that Northern’s claims of harm were speculative because Northern might be able to sell
the capacity that ANR would turn back on Northern. ANR has begun construction. As
discussed below, many of the reasons which formed the basis for the Commission’s
approval of ANR’s West Leg project are tuming out to be based on incomplete
information.

ANR’s West Leg Expansion application indicated that pressures at the Janesville
interconnect would change to 609 psig (Exhibit G)°. At this stated pressure, Northern can
effectuate deliveries into ANR. There was no notice that the operating pressures vaould

change to such a degree that gas would be unable to flow at the interconnect. There was

} 103 FERC %61,297 (2003) (arder issuing certificate and approving abandonment) and 101 FERC 61,376

(2002) (preliminary determination).

* Commigsion’s Statement of Policy on the Certification of New Interstate Natural Gas Pipeline Facilities,

88 FERC 961,227 (1999), orders clarifying statement of policy, 90 FERC 461,128 and 92 FERC 161,094
2000).

s Exhibit G of ANR’s North Leg project in Docket No. CP04-1 indicated that the pressure at Janesville

would be 632.
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no indication that existing firm shippers at this interconnect would lose the reliability of
their firm service as a result of ANR’s West Leg Expansion. However, in discussions
with ANR regarding operation of the interconnect for the upcoming winter heating
season, ANR informed Northern that deliveries into ANR would be subject to ANR’s
new operating pressures and, once the West Leg Expansion goes into service on
November 1, 2004, ANR’s pressure would be between 650 to 750 psig with a MAQP of
975 psig. At one point, ANR told Northern that Northern would have to meet the MAOP
of 975 psig. On August 19, 2004, ANR issued a non-critical notice on its website stating
that, as a result of the West Leg Expansion, it would be operating its system in and
around the Janesville area during the winter season within a range of 600 to 800 psig.
This means that Northern’s pressure must, on certain occasions, exceed 800 psig in order
for gas to flow through the interconnect. Northern does not have the capability to
consistently deliver volumes at the pressures necessary to overcome these higher
pressures on ANR.

As a result of the uncertainty as to the operation of the interconnect, the capacity
posted as a result of the termination of ANR’s contract has not been sold because no
shipper has been willing to purchase such firm capacity. ANR has also advised Northern
that it will not confirm nominations from primary firm shippers at the Janesville
interconnect if it does not belicve Northern can deliver into ANR's system at the newly
imposed operating pressures.® Further, BP is unable to determine if it should extend its
capacity that is currently in the ROFR process. As a result, Northern's shippers are

denied the ability to have gas delivered into Wisconsin markets and ANR's shippers are

® ANR appears to be relying upon & provision in its tariff which states:, “Shipper shall cause the Gas to be
delivered at the Receipt Point(s) at a pressure sufficient to allow the Gas to enter Transporter’s existing
pipeline system...” (Fourth Revised Sheet No. 123).
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denied competitive alternatives. Rather than increase transportation competition, ANR's
abrupt departure from long-standing operational practices has degraded the reliability of
firn service and effectively eliminated competition for certain Wisconsin markets,
contrary to ANR’s assertions in its West Leg Expansion certificate application.’
Iv.
COMPLAINT

Certain facts involving ANR’s West Leg Expansion were not included in its
certificate application; the Commission, therefore, was not afforded the opportunity to
make a fully informed decision on the impact of ANR’s expansion. Northern did not
raise the pressure issue because, based on ANR’s statements, there was no notice that a
pressure issue existed. ANR should not be allowed to degrade service to ANR's own
shippers and Northern’s firm shippers by changing the long-standing operation of its
system in order to serve ANR’s new customers. It is Northern’s understanding that, in
order to serve new markets upstream of the Janesville interconnect, ANR has made
certain pressure commitments, which have specific and identifiable economic
consequences if the pressures are not met. To honor these new commitments, ANR 1is
increasing the pressure at Janesville to the detriment of existing shippers. Northemn and
the existing firm shippers on Northem and ANR at Janesville have made no changes to
their requirements. The only change is ANR’s modification of its operations. Northern
and its shippers have relied upon ANR's long-standing operational practices and
statements made to the Commission in its certificate application. Northern and the

existing firm shippers should not have to bear the financial burden of ANR’s decision to

7 West Leg Expansion application at p. 17.
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change its practices. ANR should be required to make further system modifications, if
necessary, and to operate its system so that it can continue to accept the shippers' gas at
the Janesville interconnect at either historical pressures or those pressures indicated in its
certificate application.

Northern does not believe that its firm shippers should be stranded by actions of
ANR that are beyond their control and of which they were unaware. Nor should
Northern and its other customers be required to pay for extensive facility modifications to
allow ANR to serve the new firm obligations entered into in connection with ANR's
West Leg Expansion.

Had Northern been aware of ANR’s intent to increase its operating pressure to
800 psig, Northemm could have addressed the issue in ANR’s West Leg Expansion
application, Of course, neither Northern nor the Commission were made aware of
ANR’s plans during its certificate application. ANR'’s application did not mention the
change in operation to the Janesville interconnect requiring a higher pressure, despite
ANR'’s knowledge that the higher pressures would significantly limit the capability of
ANR to receive gas from Northern at Janesville. In fact, ANR stated that the capacity on
Northern would “become available for long-term contracting by other Wisconsin
shippers.” Now, after the Commission has approved the expansion, ANR announces
pressure changes with a contrary result, i.e., that Northern will not be able to resell the
capacity because ANR will not be able to consistently receive volumes from Northern
even though Northem has made no changes to the manner in which it operates. With
ANR'’s change to the pressure profile at Janesville, Northern will be unable to sell this

capacity to other shippers, contrary to the representations in ANR’s certificate
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application, and which effectively will increase ANR’s market power in Wisconsin, In
its Preliminary Determination on Non-Environmental Issues regarding the West Leg
Expansion, the Commission stated: “we find the proposed expansion will enbance, not
degrade, service to existing customers.”® Clearly, the shippers on ANR that are also firm
shippers on Northern are adversely impacted. Madison has firm receipt capacity at
Janesville on ANR’s system of 15,000 Dth/day during the months of April and October
and 21,000 Dth/day for May through September through October 31, 2008 and WP&L
has 10,000 Dth/day of firm receipts at Janesville during the summer period through
March 31, 2010. The West Leg Expansion adversely impacts these firm shippers on
ANR because their gas may not be able to flow from Northern to ANR. Further, contrary
to ANR’s assertion otherwise, ANR’s anticipated modification actually eliminates
competition. Firm and interruptible shippers on ANR that previously were able to access
supplies from Northemn’s system will no longer be able to do so. These shippers will be
limited to supplies only from ANR’s system. The modifications proposed by ANR will
effectively eliminate Northern as a potential firm supplier into this point. By eliminating
Northemn as a potential pipeline supplier, Wisconsin customers will have one less supply
alternative for firm gas supplies and competition and reliability will be degraded.

Had the Commission been aware of this impact, Northern believes that the
Commission would have required ANR to address the issue prior to constructing or
placing in-service the facilities. In Cove Point Limited Partnership, 97 FERC
161,043 (2001), Cove Point filed an application to reactivate and operate existing

facilities at Cove Point’s LNG terminal. Columbia Gas Transmission Corporation

* 101 FERC 61,376, at 62,564.
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(Columbia) filed comments in the proceeding questioning whether imbalances at the
interconnect between Cove Point and Columbia could be handled by an OBA since, once
the LNG facilities became operational, the pressure at the interconnect would be
increased and Columbia would not be able to physically deliver the volumes to Cove
Point. Columbia stated that it would be the party always owing gas to Cove Point and,
thus, the imbalances could not be cured under its OBA with Cove Point. The
Commission stated:

Cove Point and Columbia may negotiate new OBA terms to address
Columbia’s concerns regarding the ability of the current OBA to resolve
imbalances in light of increased operating pressure on Cove Point. In the
event the parties cannot reach mutually acceptable terms, Cove Point will
be required to make a filing at least 90 days prior to the in-service date for
these facilities. If Columbia’s concerns are misplaced, Cove Point must
include in its filing an explanation why and provide detailed operational
and engineering information to support its position. Parties will have 30
days thereafter to file responses. Thus, the certificate granted by this order
will be subject to a condition requiring Cove Point to address the concerns
raised by Columbia that could affect the flexibility of shippers on
Columbia and Cove Point. In the event the parties are unable to reach
agreement and the Commission finds that there are outstanding material
1ssues over how imbalances are to be addressed, the Commission will take
further action necessary to assure appropnate resolution before pressure is
increased on Cove Point’s system.’

Just as in Cove Point, ANR has modified its system for its own benefit. The
extent and the impact of the modifications were pertinent facts that should have been
raised in ANR’s certificate application so that other parties and the Commission could

properly determine whether ANR’s modifications were in the public convenience and

® Cove Poipt LNG Limited Partnership, 97 FERC %61,043 at 61,204. The situation in this case is
dlstmgumhablc fmm the fncn in Guardian Pipeline, L.L.C., 9t FERC %61,285 (2000) and Qrder on

a1 = : rtificates, 94 FERC 161,269 (2001). In Gugrdian, Northern argued that it would
notbe ablem dchverg:m ntadehvcrypomtoﬁofNorthem s system because of the pressure change
resulting from the proposed Guardian interconnect. The Commission determined that Northern could meet
its firm contractual obligations even at the higher pressure. In the present situation, firm transportation
volumes to Janesville will not be able to flow into ANR’s system. In addition, Northern's firm obligation
to shippers having ROFR rights to the capacity is in question.

10
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necessity. In making its decision, the Commission certainly would have found it
important to consider the impact on existing firm shippers that receive gas from
interconnecting pipelines and the erection of barriers to competition. ANR cannot now
argue that it is the problem of Northern and Northern’s and ANR's shippers to overcome
ANR'’s increased pressures when the extent of the increased pressures was not disclosed
by ANR and the impact of such increased pressures was not discussed, despite ANR's
knowledge that Northern’s system, as currently configured, could not overcome such
higher pressures.

With the additional information that Northen now has, it is clear that ANR’s
West Leg Expansion would not have been in the public convenience and necessity
without requiring ANR to maintain long-standing historic pressures at Janesville. The
Commission should prohibit ANR from modifying the operation of the Janesville
interconnect to the detriment of Northern and Northern’s and ANR'’s shippers. The
Commission should direct ANR to either (1) modify its system to meet its firm load
without increasing the pressures at Janesville higher than the 609 psig identified in the
West Leg Expansion application or (2) agree to hold on an OBA, and subsequently
resolve, all imbalances created at the Janesville interconnect associated with Northern
delivering up to the historic firm level of 139,000 Dth/day when ANR cannot receive
such volumes into its system because it has to operate at a pressure higher than its filed
design day pressure of 609 psig.

Northern’s complaint is not a collateral attack of the Commission’s order granting
ANR the certificate. Northern’s complaint is that ANR is not complying with the

certificate order which was granted based on the fact (which later turned out to be

11
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incorrect) that “the Northern capacity will become available for long-term contracting by
other Wisconsin shippers and the market will see increased competition between the
pipelines.”
IV.
RELIEF REQUESTED

Northern requests that ANR be precluded from changing the operation of its
system at the Janesville interconnect with Northern and, instead, be required to operate its
system at the pressures identified in its West Leg Expansion certificate application so as
to enable gas to continue flowing from Northern’s system into ANR’s system in
compliance with the Commission's intent as expressed in its approval of the West Leg
Expansion. If ANR cannot meet its pressure commitments that are identified in its
agreement with its expansion shipper, Northemn understands that ANR has economic
remedies. ANR should be required to implement those economic remedies rather than
degrade existing firm service. Alternatively, ANR should be required to commit to
schedule firm volumes up to the historical firm level of 139,000 Dth/day and hold and
resolve imbalances through an OBA. To the extent the remedy requires a temporary or
partial revocation of the Commission’s authorization of the West Leg Expansion,
Northern requests that such be granted.

VL
REQUEST FOR FAST-TRACK PROCESSING

Pursuant to Rule 206 of the Commission’s regulations, Northern requests that the

Commission act immediately to resolve the issue of the pressure at the Janesville

interconnect as the winter heating season is quickly approaching and the issue must be

12
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resolved as early as possible in order for shippers to finalize their supply portfolios for
their existing firm service and in order for shippers to purchase firm service on Northern
to meet their winter requirements. Northern and ANR have been actively discussing the
issue but have been unable to reach an accommodation. Therefore, Northern believes
that any alternate dispute resolution would be ineffective.

These issues are not pending before the Commission in any other proceeding.
Northern has contacted the Enforcement Hotline but has not attempted any other dispute
resolution mechanisms. Despite months of discussions, Northern and ANR have been
unable to resolve this matter informally. Given the parties’ inability to resolve the issue,
Northern does not believe that the ADR procedures under Rule 604 of the Commission’s
regulations will result in a timely resolution. Further, in light of the impending winter
heating season, the Commission’s standard processes for resolving this complaint will not
be adequate and, therefore, Northern requests Fast-Track Processing.

VIL
CONCLUSION

ANR’s West Leg certificate application to expand its system to accommodate
incremental firm load and to terminate its firm transportation on Northern failed to
disclose pertinent facts. The Commission approved the application in reliance on
inadequate facts. As a result, Northern and firm shippers on both Northern and ANR are
negatively impacted. ANR should be prohibited from changing the long-stahding

operation of its system to the detriment of Northern and the impacted shippers.

13
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WHEREFORE, for the forgoing reasons, Northern respectfully requests that the
Commission grant the relief requested herein.
Respectfully submitted,

NORTHERN NATURAL GAS COMPANY

By_ioﬁ‘-‘ﬂi———

Dan R. Dornan

Senior Counsel

J. Gregory Porter

Vice President and General Counsel
P. 0. Box 3330

Omaha, Nebraska 68103-0330
(402) 398-7077

Of Counsel:

Frank X. Kelly

Steve Stojic

Gallagher, Boland & Meiburger, L.L.P.
1023 15" Street, N.W.

Suite 900

Washington, D.C. 20005-2602

(202) 289-7200

Dated: September 30, 2004

14
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CERTIFICATE OF SERVICE

Pursuant to the requirements of Rule 206(c) of the Commission’s regulations, I
hereby certify that I have contemporaneously with the filing of the foregoing “Complaint
Requesting Fast-Track Processing” served it upon the Respondent by express delivery and
by faxing a copy to:

Marguerite N. Woung-Chapman
General Counsel

Fax: (832) 676-2251

Richard W. Porter, Director
Rates and Regulatory Affairs
Fax: (832) 676-2231

Dated at Omaha, Nebraska this 30th day of September 2004.

Bo Mo

Dari R. Dornan

15
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Northemn Natural Gas Company

COMPLAINT REQUETING FAST-TRACK PROCESSING
FERC Docket No. RP04-__ -000

Filed September 30, 2004

ATTACHMENT I

ANR Pipeline Company
WestLeg Project
Docket No. CP02-434-00

Application for a Certificate of Public
Convenience and Necessity
And
For Authorization to Abandon
Pipeline Facilities
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ANR Pipetine
'_- mrm 'nnm
Septemmber 6, JOKLT OF THE Seeae may
Fcfcm
Ms. Magalic R. Salss, Secretary REGULAT Ry gg‘ﬁﬁ
Federsl Energy Rogulstory Commission /
888 I'inst Street, N.E. G/
Washington, D.C. 20426 4/4(
Re:  ANR Pipeline Company
Waestl .og Project
Docket No, CP02-

Comtalus Privileged Information — Do Not Release —P1.02-1

Dear Ma. Salas:
ANR Pipeline Company (“ANR"), pursuant to Sections 7(b) and 7(c) of the Natural Gas Act and
the Federal Energy Regulatory Commission’s (“Commission™) Rules and Regulations

thereunder, huzbyahmtanoﬁgimlmdfourm(u)muofmnpphuﬁonrequuﬁnga
cettificate of public convenience and necessity authorizing the construction of the WestLeg
Project, as well as a computer disketto containing the required electronic data.

o Pursuant to 18 CF.R. § 388.112, ANR requests privileged treatment of Volume I of the

&y Environmental Report which includes mape, alignment sheets, flow diagrams and other sensitive
information, ANR submits this request because it believes that in light of security concerns
reganding the disclosure of critical energy infrastructure information and pursuant to the
Commission's directive in PL02-1, Volume II of the Eanvironmental Report, which contxins
detailed maps and doscription of the proposed facilities, includes information that is privileged.
ANR therefore requests that the Commission trest Volume IT as privileged and non-public
matcrinl, Accordingly, ANR encloscs horewith one copy of Volume II of the Environmental
Report and fourteen (14) copies of the Application and Volume I of tho Environmental Report

The clectronic version of the Environmental Report and the Environmental Construction Plan are
contained on the enclosed compect disc.

Christopher
(832) 676-5593
(832) 676-2251 (fax)
L
ANR Posife

Nine Growrwally Faon  Housion, Taeme 77048
8l 324702800
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ORIGINAL ...,

OI;'FICE OF THE
UNITRD STATES OF AMERICA SECRFIARY
. BEFORE THE -
4 FEDERAL ENERGY REGULATORY COMMISSION W SEP ~6 My 2 9
REGUL ENERGY
In the Matter of ) ATGRY Corttisston
) Docket No. cP02- 434 - 500
ANR Pipeline Company )
APPLICATION OF ANR PIPELINE COMPANY

FOR A CERTIFICATE

OF PUBLIC CONVENIENCE AND NECESSITY AND FOR
AUTHORIZ AR L LINE KA o

NDON FIPELINK Sinyyl

Pursuant to Sections 7(b) and 7(c) of the Natural Gas Act, 15 U.S.C. $# 717Rb) and
717f(c), as amended, and Subpart A of the Regulstions of the Fodera! Energy Regulatory
Commission, 18 CF.R. Sections 157.5 gt gog., Subpart A, ANR Pipeline Company (“ANR™)
hereby submits an application for anthority to construct a total of approximately 26.3 miles of

W 30-inch pipeline loop of its Madison Lateral pipeline (“Madison Latersl Loop™) and to remove
the existing 4-inch and 6-inch Beloit Lateral lines and replace them with spproximately 6.5 miles
of 20-inch pipeline (“Beloit Lateral Replacement™). Ths facilities to be constructed (hereinaftor
referred (0 as the “WestLeg Project™) are intended to serve new power generation loads and meet
the growth of demand in the local distribution company (“LDC™) sector in Rock and Dane
Counties, Wisconsin, as well as existing customers® requirements in the Janesville area.

ANR roquests that the Commission grant the roquested anthorizations by July 1, 2003, so
that ANR can piace the WestLeg Project in scrvice by November 1, 2004,

In support of this application, ANR states as follows:
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L

The cxact legal name of ANR is ANR Pipcline Company. ANR is a corporation
organized and existing under the laws of the State of Delaware with its principal place of
business locatod at Ninc E. Greenway Plara, Houston, Texas 77046.

ANR Pipeline Company, a subsidiary of I Paso Corporstion, operates approximately
10,600 miles of interstate pipelinc. Its system extends from Texas and Oklahoma as well as the
producing sreas in the Gulf Coast to points in Wisconsin and Michigan including an
Internationsal boundary crossing near Emerson, Manitoba, Canada. ANR provides storage,
transportation, and various capacity-related services L0 a variety of customers in both the United

States and Canada.

All comespondence and communications with respect to this application are to be seat to

the following persons:
Marguerite N, Woung-Chapman Richard W. Porter, Director
General Counsel Rates and Regulatory Affairs
*Christophex D. Young *Veronica Hiil
Seaior Counsel Certificates & Regulatory Compliance
ANR Pipeline Company ANR Pipeline Company
9 E Greenway Plaza, Suite 1882 9 E Greenway Plaza
Houston, Texas 77046 Houston, Texas 77046

Phone: (832) 676-5593
Fax: (832) 676-2251

Telephone: (B32) 676-3295
Fax: (832) 676-2231

*Howard L. Nelson *Michael D. Moore
El Paso El Paso Corporation

555 11% Street, N.W., Suite 750 555 11™ Street, N.W., Suits 750
Washingtoa, DC 20004 Washington, DC 20004

Tel. (202) 637-3543 'Tel, (202) 637-3537

Fax (202) 637-3501 Fax (202) 637-3501
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W (*Person designated for service in accordance with Rule 203 of the Commission’s Rules
of Practice and Procedure, 18 CH.R. § 395.203) ANR requests that the Commission
waive Rule 203(b)(3) to allow four persons to be designated to receive service.

Any questions regarding this filing may be directsd to the andersigned ut (832) 676-5593.

118

BACKGROUND

As stated abovc, the WestLeg Project will create new capacity on ANR's pipeline system

that will, among other things, accommodate the demand for new power generation facilities and
foture load growth from the LDC sector and other customers and will improve operational
flexibility and reliability for that portion of ANR's system that serves the Janesville and Madison
arcas. Wiscousin Power and Light Company (“Wisconsin Power and Light”) has executed a
precedent agreement with ANR for trmsportation and delivery of 60 thousand dokatherms per
%/ day (“Mdthid") to ita system at tho Tiffeny Bast Meter Station 1o be located on the Beloit
Latcral.! This commitment is necessary to meet the fucl requirements of a 600-megawatt power
plant, the Riversidc Roergy Center,? that will be served by Wisconsin Power and Light, The
Riverside Energy Ceator is being developed in response to a request for proposals issued by
Aliant-Wisconsin Power & Light in Ageil 2000. The Rivertide Rnergy Center is curreatly being
revicwed by the Public Servico Commission of Wiscoosin and the Wisconsin Department of
Natural Rescurces and is expected to begin commercial operation by summer 2004, mrmd
mmmmmymmmmumd«mﬂm

i

! Siaco this customer requests servios within & 16-hour day allowed by Rato Schedule FTS-3 the pipeline
must resecve 150% of the requested capacity 1o meet the costomer*s reqoirement. In this case that value is 90 Mdth
WW.O-O-ISO%IGO-W)-

? The power plant is being constructed by Calpine Corporation.
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Additionally, the project will provide capacity that will allow ANR to terminate two

%’  fransportation agroements with Northor Natoral Gas Company (“Nosthern™) that obligats ANR

mpayfmmwmmfammm Adding the 86.5 Midth/d of expansion capacity

that will be utilized by existing contracts to the 124 Mdth/d of new contracts results in the
subscription of 210.5 Mdth/d of the 220 Mdth/d expansion.

As part of ANR's Order 636 Compliance, the Commission authorized ANR to retain two

Northern firm transportation contracts for operational purposes. These two contracts have

histocically provided firn gas supply receipts at ANR's Janasville Wisconsin receipt point. One

contract transports gas from Ventura, Iowa to Janesville, Wisconsin and is used to support the

transportation of gas supplied from the Dakota Gasification Company (“Dakota Contract™). The

other contract provides transportation from Groensburg, Kansas to Janesville, Wisconsin, which

provides an operational Joop of ANR's Southwest Mainline and supports existing Wisconsin

W&  system operations (“Operational 858 Contract™). Currently, the Madison Lateral is bottlenecked

oniumﬂunexumﬂtyMﬂbnndnaoﬂ'ﬁoman’mominMﬁnﬁne. Once the Madison

Lateral Loop expansion is completed, ANR will be sble 1o provide the Janesville area deliverics

that are currently accomplished by the Dakota and Operations] 858 contracts using capacity that
is or will be available on the Wisconsin Mainline, which is directly conpected to ANR's Joliet

Hub and Southwest Mainlinec.

The WestLeg Project, as more fully described below, is designed to provide tutal
mﬁnﬁmcwhdeZOMdﬁpuquﬁﬂmmwm%mwwﬁ.s
Mdth per day of natural gas to the Janesville area. This new capacity will serve both existing
customers’ peeds currcotly provided via the Northern contracts and new customer needs for
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power generation loads and growth of the LDC macket. The cstimated cost of the project is
W $42,087,000.

ANR requests that the Commission issus a certificate of public coavenience and
necessity that anthorizes:

(1)  The construction of the Madison Lateral Loop,

(2)  The construction and abandoament of pipeline facilities referred to herein as the

Beloit Lateral Replacement, and
(3)  Mater station installation and meter station upgrades and modifications.
Madison Lateral Loop

The proposed Madison Lateral Loop will be constructed of 30-inch pipeline and will
@  cxteod spproximaicly 263 miles from an interconnect with ANR's mainline in McHeary

County, Ilincis to a location slightly east of the city of Jancaville in Rock County, Wiscoosin.
The new line will be instailed adjacent to the existing Madison Lateral that, in this ares, consists
of 2 10-inch and a 12-inch pipcline.
Belolt Lateral Replaceieent

The Beloit Lateral is currently comprised of four pipelines, a 4-inch, a 6-inch, an B-inch
a0d & 12-tnch pipeline. ANR proposes o sbandon by removal the 4-inch amd the 6inch latere
lines and install a new 20-inch Iateral. The new Iatecal will extend spproximataly 6.5 miles in a
sonthwestody direction from the Madison Lateral toward Belolt, Wisconain and will be located
entirely within Rock County, Wisconsin,
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. Meter Stations
W ANR proposes to install & new moter station, the Tiffany East Meter Station, on and
adjacent to ANR's existing Tiffany Meter Station site. This site is located on the southwestern
portion of the Beloit Lateral. The facilities that comprise the existing Tiffany Meter Station will
rcmain in place and continue to serve Wisconsin Power and Light's LDC system. The new
Tiffany East Meter Station will include two ultrasonic meters, a 6-inch and an 8-inch, to handle
normal to peak flow conditions and a 2-inch tarbine meter to accommodate low flow operating
conditions. The installation will include electronic gas measurement and other associated
appurtenances (See Exhibit Z-1 for a listing of appurtenances and suxiliary equipment.) This
new meter station will accommaodate delivery of up to 120 MMcf per day to Wisconsin Power
and Light's distribution system.
ANR proposes to upgrade its existing South Madison Meter Station increasing ita
W9  capecity by 25 MMcf per day. ANR will replace the station’s cxisting 1-inch; 4-inch and 8-inch
turbine meter runs with & 4-inch and a 10-inch ultrsonic meter for normal to peak flow
conditions and a 2-inch turbine meter to accommodate low flow operating conditions. The
installation will include electronic gas moasurement and other associated appurtenances. (See
Exhibit Z-1 foc a listing of sppurtenances and auxiliary equipment.)
ANR also proposes to make minor modifications at its North Madison Meter Station.
ANR proposes to only msake changes to messurement control settings within the station. This
will require only recalibration of measurement equipment and installation of transmitters. Thase
changes will not result in a change of capacity of the meter station.
In order 1o assure that ANR can serve the Wisconsin Power and Light regnircments in a
timely manner, ANR requests that the Commission issue a certificate of public convenience and
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peccasity by oo later than July 1, 2003, to allow ANR sufficient time to complete the wark
@/ described herein by November 1, 2004,
v'

MARKET SUPPORT

The 220 Mdth of capacity allowed by WestLeg is broken into two-parts: (1) 86.5 for
existing service and (2) 133.5 of newly available capacity. Almost 67% of the 133.5 Mdth of
newly available capacity is supported by a signed precedent agreement with Wisconsin Power
and Light (attached as Exhibit ).’ Additionally, ANR is in the final stages of nogotiation with
another customer for approximately 25% of the newly available capacity. (ANR will supplement
Exhibit I of the instant filing with a copy of the signed precedent agreement immediately upon
execution of that document.)* Thus, ANR cxpects that 92% of the incremental capacity will be
subscribed shortly, Morcover, counting the 86.5 Mdth to be used for existing service (discussed

W/  further in the Ratcs Section below) means that over 95% of the total new capacity is taken.

ANR began its open-season for this project oa May 1, 2001 and closed it on June 1, 2001.

ANR beld a roverse open-season from August 1, 2002 to August 7, 2002. No customer offered

to turn-back capecity during this process.

3 The Precedent Agroement roquires that ANR have 60,000 of turnback capacity svailable 10 provide
sarvice. Upon Commission approval of the rostractering of the Winconsia Electric Power Company and

Gas Company coatracts filed ca Angust 6, 2002, ANR will consider the 60,000 of the tormed back capecity
that restructaring to be contracted for by WPL. This capacity and the other capacity contracted for by WPL
oaly be availsble for contracting by other shippers without ROFR attaching, I

‘ While ANR expects 0 have a final agrazment shortly, it doss not consider the certificac spplication 1o be
at all dependont on this contract.  ANR I making thls potemtial sgreement part of the applicstion oaly oot 'of
consideration that it should meke a fall disclosure of the present clroumstances concoraing the project. Farther,
ANR fs not sod will not bold any existing capacity off the market 10 sepport this agreement prior w0 this precedsat
agroemnent being signed,
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VL
hd BATES AND TARI'E
Ratcs
ANR intends to operate these facilitios as an integrated portion of its mainline system.
Capacity on the proposod facilities will be sold, pominated and scheduled in the same manner as
is capacity on the cxisting facilities,. Tho proposcd facilities will be wholly located within
ANR’s Mainline Northern Segment, also know as ML-7. As such, ANR inteads to use the
curently cffective ML-7 maximom mates as the recourse rates for service on the proposed
facilides.
Coots of Scrvice
= long Term Recovery
Tho annaal cost of service of these facilities is $7.9 million in the first year of operation
W on a facility cost basis. Exhibit N demonstrates the three ways that ANR expects to recover this
cost of service. Fimst is the revenues that will be received from the transportation agreements
with the Wisconsin Power and Light of $4.1 million per year. Sccond is the revenues expected

to be received from the agreements presently being negotiated with a third-party with reverucs
of $0.9 million for the first year, increasing to $1.1 million in the sccond year.* Third is the cost

savings resalting from termination of the Northern contracts of approximately 8.3 million.
ANRﬁndimuinduaﬂbdowhowitWﬂnemtredwdomﬁmtunﬂmm

Northern contracts to be accomsited for. The loag-term justification for the WestLeg Project is

simpler. The Project uses the existing system to provide an inexpensive expansion for deliveries

: 9.5 MD¢h of expension capacity ia still availablo outside of this expected agreement. Whilo ANR does not
proseatly have an identified prospective customer, & expects that the active load growth in this sres mouns that this
W capacky will be subscribed prior to the in-service date of these facilities.
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into Wisconsin. On a unit basis, the estimated cost of scrvice for the WestLeg facilities yicids a
W 100% load factor rate of approximately $0.10 per Dth without consideration of the cost savings
from terminating the Northern contracts. The maximum recourse rates for deliveries service in
the Northern segment is approximately $0.15 per Dth. ANR incurs approximately $11.3 million
per year in demand and commodity charges, or about $0.36 per Dth for service under the
Northern contracts, Thus, as shown in Exhibit N, the construction of WestLeg will provide a
lower cost alternative for ANR shippers and promote long-term rate stability, It will also provide
improved operational efficiency and flexibility.
b.  Short-term Recovery

Currcntly, ANR utilizes its Northern contracts and has the opportunity to recover their
costs primarily through two mechanisms:

1) The Dakota Surchargs as set out in Section 28.1(c)
" of the Gegeral Terms and Cooditions (“GT&C™) of ANR's

tariff; and

2) as Operational Account No. 858 costs included in

ANR's base tariff rates (See Section 2%(a) (1) of GT&C).

In regard to the Dakota Coatract, ANR's Order of Discounting (See Section 28.6(s) of
GT&C) provides that ANR's base tariff reservations ratea are discounted prior to the Dakota
Reservation Surcharges coasistent with the Commission’s Natum] Policy® for attribution of
recovery of these transition costs. Thus, under Commission policy ANR recovers the Dakota
Surcharges prior to recovering its base rate. In contrast, in regard to the Operational 858

‘ Nateal Gas Pioeline Cotosay of Amesics, 69 FERC 1 61,029 (1994); order oe rch'g., 70 FERC ¥ 61,317
(1995).



Unofficial FERC-Generated PDF of 20040930-0112 Received by FERC OSEC 09/30/2004 in Docket#: RP04-616-000

Contract, Account No. 858 costs held for operational purposes are accorded treatment under the
W Commission’s traditional discount policy.” The tracking mechanism associated with Account
No. BS8 costs that is now contxined in Section 29 of the GT&C reflects ANR's inclusion of these
costs in its base rates.
After ANR placcs WestLeg in service and terminates the Northern contracts, the Dakota
Reservation Surcharge shall be reduced in accordance with Section 28.1(c) and in particular
Section 28.1(c) (6) which adjusts the surcharge every three months on March 1, June 1,
September 1, and December 1 of cach year. (A copy of Section 28.1(c) of the GT&C is included
for informaticnal purposes in Exhibit Z-2.) As the Dakota Contract is directly rocognized in the
mechanism as an actus] Dakota cost, the Dakota surcharge will be reduced starting in the first
filing covering the month after termination.
The cost of the Operational 858 Contract is presently part of ANR’s base rates. A change
%’  to that represcntative lovel is recognized under the Deferred Transportation Cost Adjustment
Provision (Section 29 of GT&C which is included for informational purposes in Exhibit Z-2).
Under this provision, a filing to place in effect a Doferred Cost Adjustment is required ouly when
the level of annual costs vary by more than 10% of the representative level of $40.7 million.
ANR cannot at this time know the exact level of costs to be connidercd at the time of the

tunﬁmﬁonoftthpaaﬁmﬂBSSCm' As of July 1, 2002, the previous twelve moaths

costs of ANR's operational Account No. 858 Transportation Contracts were approximately $39

! (“Acoount No, 838 costs at iswoe hore are not Ordec No. 636 transition costs, but relate 10 upstroem capacky
reteined by Algonquin for operational e sod are smbodded In Algonquin's bass raies. Accondingly, the policy
aonounced in Natural does not apply 10 the Acoount No, 858 costs at jssue bere.™) Algnguin Gas Tracamisgion
Comosay, 69 FERC { 61,105 (1994).

' The smount can vary based on changes is rates of the other pipelincy providing the service oc if the rutes of

W replacement of renewed contracts are differeat from the existing rate.

10
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million. It is anticipated that the termination will result in annual savings of approximately $8.3

R  million per year. When the savings are recognized in the Deferred Cost Account, assuming other
Account No. 858 contract costs do not matexially changs, the filing of a Defcrred Transportation
Cost Adjostment (“Adjustment Filing™) will be triggered pursuant to the provisions of Section
29(a)2)and (3) of thc GT&C.? The resulting Adjustment Filing would reflect a ncgative
adjustment to ANR's rates. Any credits due to shippers would be provided in accordance with
the Deferred Cost Adjustment mechanism, the rate and provisions of shipper’s contracts and
ANR's order of revenue attribution. Shippers paying maximum recourse mates and surcharges
pursuant to their contracts will see the full reduction in their monthly bills. Conversely, shippers
paying rates discounted below the level necesssry to recover thesc costs or paying negotiated
rates will not sec any further reduction in their monthly bills, Shippers whose discounted rates
are between these two levels will receive a farther partial benefit.

S As previously explained, the long-term justification for the WestLeg facilitics are based
on the inexpensive expansibility that the facilities offer. However, prior to ANR's next rate case
and therefore before the cost of these facilities can be rolled into the base rate, ANR and, as
discussed above, & number of its shippers, will realize cost savings from the termination of the
Northern Contracts. In order to both recognizs that benefit in the short term and iftustrate some
of the long term value of the WestLog project to ANR and its shippers, ANR considers that the
foll value of the Operational 858 Coatract should be recognized as a credit to the cost of scrvice
of this project (see Exhibit N). In this fashion, the cost reduction of $8.3 million has a similar

’ ANR would file an adjustment o be effective May 1, of the year following. an annual cost redaction in
cxcess of the 10% threshold of $4.1 million,

11
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effect as revenues from transportation contracts,'® The existing transportation will no longer take
WV piace in association with the Northern contracts but instead will use the WestLeg facilities and
the Wisconsin Mainline.!' As shown in Exhibit N, the fall cost of service of these facilities is
recovered and all of the incremental service and revenucs act as a positive system beaefit. In
thesc circumstances, rolling in the costs of these facilities is clearly warranted in ANR's next rate

casc}z

e Financin] Certainty
As discussed and as shown in Exhibit N, the proposal to construct the WestLeg project
clearly moets the Commission’s standards for granting a certificate of public convenicace and
necessity. However, becanse of the financial risk involved in building a project of this nature,
ANR must scek some certainty regarding the proposals herein. ANR is not sceking additional
revenues from shippers to pay for 86.5 Mdth day of capacity presently scrved by the Northern
§i/  contracts. I is, however seeking assurance that shippers cannot expect to receive an additional
discount when the contract rate that they pay already has disconnted the costs of the Northern
contracts. No shipper should expect ANR to provide a steeper discount by virtue of the Section
29 mechanism as any such requircment would amount to ANR discounting that component of
the base rutes twice. ANR roquests that the Commission confirm that ANR's mechanism and

» Revenues from existing costracts cannot be directly sssigned since particalar existing contracts cannotibe
directly attributed to tha Northarn contract and conssquently to this project. Tims, the credit acts to properly show
the support the project gives 0 the existing service and operations of ANR system.

u Morcover, as explainod befow, the WestLeg facilities do not just replace the Northem capacity bat offer
additional operational benefits to ANR s systeen not gvaiiable from having the contractad capacity.

n The Commiasion has previously spproved the resmtion of the savings from terminating Accoant No, 858
contracts as jostification for granting of & certificsts of public conveniesce and necessity and the Ister cost
redactions as justification for rolling in the costa of the facilities into the rate bese. Dotpinion Trenemiasion. Inc., 93
FERC 1 61,095 (2000).

12
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order of discounting were not affected when the Commission changed its poticy in Natural and
W that the Section 29 mechanism will be allowed to function as designed. Thus, only those
shippers that pay the costs of the Operational 858 contract would see an adjustment to their
monthly bills as a result of the application of ANR's revenue attribution order pursuant to s filing
under the Deferred Transportation Cost Adjustment Provision.
VIL
ENVIRONMENTAL MATTERS
ANR includes berewith its Environmental Roport as Exhibit K1 to this application. The
Environmental Report has been prepared in accordance with the Commission’s Regulations at 18
C.F.R. Part 380, and in accordance with the Office of Pipeline Regulation's “Guidetines for the
Prepanstion of Environmental Reports™ The proposed project primarily consists of the
construction, abandonment, removal and installation of pipelins facilities, and the upgrading of
&  cotain meter stations. The instailation of these facilities will occur for the most part within
existing meter station propertios and existing rights-of-way. The Madison Lateral Loop and the
Beloit Replacement will be constracted primarily within existing right-of-way, and previously
disturbed areas, and in open agricultural arcas. Coustruction and operation of the Madiscn
Lateral Loop will requirc that ANR increase its permanent right-of-way by only 12 acres. No
additional permanent right-of-way will be required for the Beloit Replacement. |
ANR bas consulted with the National Matine Flsheries Service (“NMFS”), the Usied
States Fish and Wildlifo Servico (‘FWS"), the Wisconsin Depertment of Natural Resourpes
(“WDNR™) and the Mlinois Department of Natural Resources (“IDNR™). The various species
(plant and animal) that may occur in the arca affected by the proposed constraction are listed in
the enclosed Environmental Report, Resource Report 3. NMFS conchuded that no species within

13
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its jorisdiction will be impacted. ANR's surveys indicate that no threatened or endungered

@0  spocies identificd by FWS exist in the area of concern. The survey results have beea provided to
FWS for ita final review. ANR has conducted follow-up surveys and site mectings with the state
ageocics, The final results of all related surveys and consultations will be provided to the
Comnission as they become available or are conclnded.

ANR has completed initial Phase 1 cultural resource surveys in Hlinois and Wisconsin.
The field survey reports are included in Volume II of the enclosed Environmental Report,
Resourcs Report 4. On August 30, 2002, ANR filed the final survey reports with the appropriate
state historical preservation officer (“SHPO”) for roview and approval. The cultural resources
mvmyﬁenﬁﬁdlswmw&mmdlmmmcmmghum
the ares possibly affected by construction, Of these, only one historic resource, in Wisconsin,
maybceligiblefortheNaﬁomlR;gimoinumicle Based oo the preliminary

% information provided to the Mlinois and Wisconsin SHPOs, no additional cultural resource
investigations wete rocommended for the project. In October 2001, and as part of the assessment
of cultural resonrces, ANR identified and requested comments from ten Native American tribes
or groups. These tribes and/or groups are identified in Resource Report 4. To date, three
responses have been roceived. None request further action or information from ANR.

As detailed in the Environmental Report, the proposed project incorporates proven
construction practices and mitigation procodures, and will not result in a significant adverse
effoct on the environment.

Wisconsin Power and Light proposes to coostruct in conjunction with this project a new
distribution line that will scrve the Riverside Bnergy Center. The line will be 20 inches in
diameter and will extend from ANR's proposed Tiffany Bast Meter Station to the new power

14
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plant, a distance of spproximately 6 miles. ANR s providing to Wisconsin Power and Light a

@¥  contribution in xid of construction in the emount of $5.5 million for the construction of this
The project will affect 189 parcels of Jand and 133 landowners. ANR has acquired a

great majority of the required permanent easements. This is due in large part to the nature of the
project (ic. looping and replacement). The following chart shows the present state of right of

way acquisition.
Parcels Longth (fect) Percentage
Project Scgment _ _Acquired Acquired Acquired
Beloit Lateral 25 33,621 100%
Madison Loop, lllinois 50 28,661 88%
Madison Loop, Wisconsin 103 99,460 97.5%
Tiffany East M/S 1 1 100%

ANR respectfully submits that its proposal is required by the public convenience and
neeudty,mduhonldhepn;mpdymwmdfaﬂnfdlowingms:

The WestLeg Project would provide an alternative for gas operationally required in the
Jancsville arca by providing an economical and environmeatally friendly incremental firm

capacity for Wisconsin along ANR's Madison area pipeline system. The project will also
provide natural gas for electric generation that will sexve the growing nceds of Wisconsin's
electric utilitics. In addition to meeting the market demand discussed in Part V above; the
project will improve system seliability and flexibility. In particular, ANR is limited by the fact
that the Northcrn contructs are a nominated service. Rather than just reacting to events on its
system, ANR must submit a nomination in accordance with the GISB timeline, This nomination

13
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requircment caa create a long lag time and limit ANR’s ability to respond to changing conditions
&  onits systom. In contrast, with WestLeg, ANR will have the facilities to react to its customers’
needs at the time they are occurring.  The proposed Madison Loop will relicve a bottle-neck
between ANR's Wiscoosin Mainline and the Janesville and Madison arcas withoot adding
compression. This will make ncw sources of supply available to customers in these areas. Asa
result of the Madison 1.oop, system pressure will increase on the Madison Lateral. Currently, the
12-inch and 10-inch lines provide limited linepack to manage thc hourly transient flow
associated with the winter heating and power generation loads. The addition of the 30-inch loop
line will create a large now pressure bottie that is ideally situated near the markets to
accommodate the intraday market swings. Reliability will also be enhanced becausc a third loop
will redoce the potential impact of outages for maintenance and inspections. Additionally, the
WullzgpmjectpmﬁdaamcdﬂwahumﬂwmANRamofapmﬁmomehunu
S synmbysubmntiallymdncingthecomraquimdfonhem:pm

D R

- v —" i o
A g v . -

The construction of the proposed facilities would be consistent with the Commission's
policy regarding the ccrtification and pricing of pew pipeline constraction projects.” As a
threshold matter under that policy, end as demonstrated by the precedent agreement included
herein, projected revenues and attributed credits will exceed the projectad cost of thesc facilities,
and therefore this project will “stand on its own finsnclally” and will not rely upon any financial
subsidies. In addition, the proposed facilitiss wilt minimize any adversc impacts upon the two
most important “poteatially affected interests™ that are identified in the Commission's policy:
(1) there will be no adverse impact but instead both immediate and long-term benefits for

w Certification of New Interstote Natural Gas Pipeling Pacilities, Statement of Pollcy, 88 PERC { 61,227
(1999), order i clarification, 90 FERC { 61,128 (2000).
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existing ANR customers from the project; and (2) comatruction along or adjacent to ANR's
W cxisting right of way will mitigate impacts upon the interests of landowners. Moreover, while
ANR will 20 Jonger be contracting for service on Northeen, the Nocthorn capacity will become

" R B T T S

increased competition between the two pipelines. The cost and operational benefits that will

e h A R et B bt e 4 paeae 4 g S A o o M

inure to ANR's existing customers, in addition to the benefits that will result from increased
competition, clearly outweigh any adverse impact on Northern.

As the construction of WestLeg needs adequate assurance concerning cost recovery,
ANR rcquests that the Commission issue a preliminary determination (PD) covering the financial
and cost recovery issues identified in this application and any sabsequent comments. In
particular, in an order approving a settlement, the Commission has previously spproved of a
&#  pipelinc’s usc of Account No. 858 cost saving to support the cost of new construction.  ANR
has clearly shown the benefits resulting from constructing the WestLeg facilities and terminating
the Northern contracts. Thus, ANR submits that it is appropriate that the Commission find that:
(1) ANR is properly treating the discounting of Account No. 858 costs in ANR’s base rates; (2)
ANR is properily attributing the cost reduction from terminating tho Northern Contracts; and (3)
shippers receiving large discounts, as described previously, will not receive any further reduction
in their contract rates under the Deferred Transportation Cost Adjustment mechanism. Further,
to allow for the proper planning involved in any alternative arrangements for all partics if this
project is unable to go forward, ANR requests that the Commission issue a PD no later than
Decernber 18, 2002, |

" Domizicn Trapamisston, Inc.. 93 FERC{ 61,095 (2000).
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L4 ANR is filing the construction of the meter station st Tiffany East and the replacement of
the 4-inch and 6-inch lines with the 20-inch line along the Beloit Lateral as well as the Madison
Loop as one project. However, the meter station upgrade alone would clesrly be allowed as a
blanket certificatc project, if it were not associated with the larger project. The Riverside Energy
Center will require access to test gas in the spring of 2004. 1f the Commiszion issucs a final
Order by the requested date of July 1, 2003 then ANR will complets the meter station in early
2004 and ANR requests only that the Commission allow the meter station to be constructed and
placed into service prior to the rest of the WestLeg facilities. However, if the Commission
believes or finds that it is unable to issuc a final Order on the complete WestLeg Project by July
1, 2003, ANR requests that either the Commission find that the meter station can be severed
from thc WestLeg Project and constructed under ANR's blanket certificate oc that the

&  Commistion can issuc a phased certificate and suthorize the metor station prioe to issuing a
certificate for the whole projct.

The Commission has approved construction of a meter station outside of the confines of a
largez project under similar circumstances.'* Here, ANR is able to completely supply the plant
test gas on an interruptible basis solely with the upgraded meter station. ANR is willing to
construct the meter station for service to WL regardless of whother the Commission suthorizes
construction of the WestLeg Project. The meter station will not oaly allow the Riverside Energy
Center (o receive test gas, but would allow the full delivery of the gas necessary (o operate the
plant on an interruptible or secondary basis. In these circumstances, the Commission should find

s Teomossce Caa Pipetine Co,, 97 FERC 461, 184 (2001). Sae alao Caprock Pipeline Co, 65 FERC § 62,134
(1993).
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that ANR can construct the meter station under its blanket certificate anthority if it has not
WP received conificate authority for the WestLeg Project prior to July 1, 2003,

X,
EXHIBITS
Pursuant to the Rules of Abbreviated Applications under Section 157.7 of the
Commission's regulations (18 C.RR. § 157.7), the following lists the exhibits for this
Application required by Sections 157.14 and 157.18 of the Commission’s Regulations under the
NGA. In accordance with Section 18 C.F.R. § 157.14, the following exhibits are sobmitted or,

where noted, incorporated by reference from previous filings:

Exhibit A Articics of Incorporstion
Submitted as Bxhibit A 10 ANR's application at Docket No. CP02-87-000
and incorporated herewith by reference.

W  ExhibitB State Authorization

Submitted as Exhibit B to ANR's application at Docket No. CP02-87-000
and incorporaled herewith by refercnce.

Exhibit C Compeny Offkcisle
Submitted herewith.

Exhibit D

Exhibit B
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. ExhibitF Location of Faciiltics
L4 Submitted as Appondix C to the Envircomental Resource Repoet, Volume
I1, and submitted under scparate cover.
Exhibit F-I Eaviroumentsl Reoort
Snbnﬂﬁedhuewiﬁnﬂnvhommmlkmkcpmtvamlmdn
Exbibits G - ST tie
Snbnﬂmdhuvwimin\folnmcll Con&hnﬂllAppmdw
Environmental Resource Report.
Exhibit G-I 2 . ;
Suhnﬂuedhacwithin\folumn ConﬁdcnﬁalAppmdieu
Eavironmental Resource Report.
Exhibit G-II Flow Disgram Data
Submitted herewith in Volume I - Confidential Appendices
Eavironmental Rescurce Report.
Exhibit H Total Gas Sopply Data
Omitted. Gas supply data is not relevant to this project.
. Exhibit I Market Data
Exhibit K
Exhibit L
Exhfbit M
independent pipelins
facilities will be operatod and managed by ANR employees.
Exhibit N Revenges - Expenges - Income
Submitted herewith.
Exhibit O
Submitied herewith.
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Exhibit P

Exhibit v

Exhibit W

Exhibit 7-2

Tarill
Omitted. ANR proposcs to charge existing rates on these facilities and
does not propose any change to its tariff.

Reiated Applications

Tho Beloit Laterals that are proposed for abandonment wore certificated in
FERC Docket Nos. G-669 und G-2327.!¢ ANR knows of no other filings
peading before the Commission that relate to the instant filing.

Coutracts and Othec Agreaments
Not applicable. The only facilities proposed for ahandonment will be
replaced by new facilities.

Omitted. The proposed project will not result in the termination of service
to any existing customer.

Eflect om Tariff
Onmitted. 'IhepmpaodnbandonmmtwmhavenomctonANRs

Location of Facilitics
Submitted herewith ss Exhibit F.

Submitted herewith,

Iaciff Sheots
Inciuded for information porposes are Sections 28 and 29 of the General
Terms and Conditions of ANR's FERC Gas Tariff, Second Revispd
Volume No. 1.

ol The Beloit 4-inch lateral was constrocted under Doclst No. 0-669, 6 FPC 1 (1947), . The 6-lnch Belalr
Lateral was constracied under Docket No. G-2327, 15 FPC 23 (1936).
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& ) &
MISCELLANEOUS

Included with this filing is a form of notice suitable for publication in the Foderal
Register as required by Section 157.7(b) of the Commission’s Rcgulations, 18 C.F.R. 157.7(B).
In accordance with Section 2011 of the Commission's Regoulations, 18 CFR. § 385.2011,
included with this filing is a computer diskette countaining the filing in electronic form. The
undersigned submits that the paper copies contain the same information as the electronic media,
that the undersigned has read and knows the content of the paper copies, and that the contents as
sct forth horein are true to the best knowledge and belief of the undersigned.

XL
CONCLUSION
WHEREFORE, for the foregoing roasons, ANR respectfully requests that the
Commission issue a certificate of public convenience and necessity, and any other suthorizations
the Commission deems nccessary, so that ANR can constract and abandon the facilities
described herein to accommodate the demand for new power generation facilities and for futore
load growth from the L.DC sector and that will allow ANR to coatinue scrvice to existing

customers while terminating transportation agrecments with Northern.
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ANR roquests the use of shortened procedures under the provisions of Rules 801 and 802
N of the Commission’s Rales of Practice and Procedure.

Respectfully submitted,
ANR COMPANY
By ( -

. Young
Senior Counsel
9 E Greenway Plaza
Houston, Texas 77046
(832) 676-3593
(832) 676-2251 Pax

Dated ﬁ/é'.zooa
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Northern Natural Gas Company

COMPLAINT REQUETING FAST-TRACK PROCESSING
FERC Docket No. RP04-__ -000

Filed September 30, 2004

ATTACHMENT 3
ANR Pipeline Company
WestLeg Project
Docket No. CP02-434-00
Preliminary Determination on Non-Environmental Issues

December 26, 2002
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commussioners: Pat Wood, ITl, Chairman;
William L. Massey, and Nora Mead Brownell

101 FERCY 61,376
ANR Pipeline Company Docket No. CP02-434-000

PRELIMINARY DETERMINATION ON NON-ENVIRONMENTAL ISSUES
(Issued December 26, 2002)

l. On September 6, 2002, ANR Pipeline Company (ANR) filed an application
requesting abandonment approval and certificate authorization, pursuant to sections 7(b)
and (c) of the Natural Gas Act (NGA), respectively, to enlarge the capacity of its existing
natural gas system. Specifically, ANR seeks to loop its existing Madison Lateral line,
located in Wisconsin's Walworth and Rock Counties and in Illinois’ McHenry County,
with approximately 26.3 miles of 30-inch diameter pipe, and to modify its existing Beloit
Lateral line in Rock County, Wisconsin, by abandoning and removing 4- and 6-inch
diameter lines and replacing them with a 20-inch diameter, 6.5-mile long line.

2. In this order, we reach a preliminary determination on the non-environmental
issues raised by ANR's proposal and our findings support issuance of the requested
authorizations. We find issuing this preliminary determination is in the public interest
because it provides certainty concerning the economic aspect of ANR's proposal.

3. This order does not consider environmental issues. Our review, analysis, and
conclusions regarding the environmental issues raised by ANR's proposal will be set
forth in a subsequent order in this proceeding. Final approval and issuance of the
requested authorizations depend on a favorable environmental assessment, and nothing
in this order limits our actions with respect to the environmental assessment.

Background and Proposal

4, ANR maintains that abandoning and adding facilities as proposed will provide an
alternative to bring needed gas to end users in the arcas of Janesville and Madison,
Wisconsin. ANR views its proposed WestLeg Project expansion as an economic means
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to enable ANR to access new sources of supply, react more quickly to customers' needs,
and improve its system's reliability and flexibility.

New Service

S. The proposed WestLeg Project is intended to increase ANR's capacity to supply
gas to the Madison and Janesville, Wisconsin, market areas by 220 MDth/d, with 86.5
MDth/d of this capacity to be used to replace volumes currently transported for ANR by
Northern Natural Gas Company (Northern Natural). An open season was held in May
2001 and a reverse open season in August 2002,' resulting in a precedent agreement with
Wisconsin Power and Light Company (Wisconsin Power and Light) for 60 MDth/d fora
9.5-year term. This service is to be provided under ANR's Rate Schedule FTS-3, which
permits a shipper to take its full maximum daily quantity within a 16-hour window,
rather than over the course of a standard 24-hour day. ANR explains that to be able to
offer this service, it must have 90 MDth/d available, i.e., 150 percent of 60 MDth/d is
necessary in order to be able to move the full contracted-for 60 MDth/d within a 16-hour
“day.” Consequently, to accelerate delivery of 60 MDth per 16-hours, ANR has reserved
90 MDth per 24-hour day.> ANR states that Wisconsin Power and Light will use this
capacity to supply gas to fuel a new 600-megawatt electric power plant being constructed
by Calpine Corporation in Beloit, Wisconsin.> ANR states that it is actively seeking
customers for the remaining unsubscribed capacity of 43.5 MDth/d.

!There were no offers to turn back capacity.

’In addition to Rate Schedule FTS-3 service, the precedent agreement also
provides for ANR to provide no-notice service for 7.5 MDth/d for a 10-year term. ANR
explains that because no-notice service precludes shippers from exceeding any applicable
maximum daily quantity at delivery points, no additional facilities are needed to provide
this service. See ANR's Novermber 12, 2002 Data Response to Question No. 5.

*Construction of the Riverside Energy Center electric plant commenced in
September 2002, with completion scheduled for September 2004.
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6.  As part of its restructuring pursuant to Order No. 636, ANR was allowed to retain
86.5 MDth per day of capacity on Northern Natural's system in order to maintain service
to customers on ANR’s Madison Lateral. At the time of restructuring, ANR's mainline
system upstream of the Madison Lateral was fully subscribed. As a result of capacity
tumback, ANR expects to have a substantial amount of capacity available on its mainline
upstream of the Madison Lateral. In anticipation of this capacity turnback, ANR believes
that it is now more economical for it to increase the capacity of the Madison Lateral
rather than to continue to take service from Northern Natural. Thus, ANR proposes to
terminate two transportation agreements with Northern Natural, totaling 86.5 MDth/d.*
One contract is used to bring gas supplied by the Dakota Gasification Company from
Ventura, lowa, to Janesville, and one contract is used to provide transportation from
Greensburg, Kansas, to Janesville. ANR states that once the proposed Madison Lateral
loop is in service, it will no longer be necessary to ship 86.5 MDth/d over Northern
Natural's pipeline, as it will be able to move equivalent gas volumes to Janesville using
its mainline and new loop. ANR estimates the cost of the proposed WestLeg Project will
be $42,087,000.

Fac

7. The proposed expansion consists of the Madison Lateral loop, the Beloit Lateral
replacement line, a new meter station, and modifications to two existing meter stations.
The proposed 30-inch diameter, 26.3-mile long Madison Lateral loop will extend from
an interconnect with ANR's mainline in McHenry County, Illinois, to a location just east
of Janesville, Wisconsin. The current Beloit Lateral, located in Rock County, Wisconsin,
is made up of four separate pipelines, with diameters of 4, 6, 8, and 12 inches. ANR
proposes to abandon and remove the 4- and 6-inch diameter lines and replace them with

*Pipeline Service Obligations and Revisions to Regulations Governing Self-
Implementing Transportation; and Regulation of Natural Gas Pipelines After Partial
Wellhead Decontrol, 57 Fed. Reg. 13,267 (April 16, 1992), III FERC Stats. & Regs.
Preambles § 30,939 (April 8, 1992), order on reh'g, Order No. 636-A, 57 Fed. Reg.
36,128 (August 12, 1992), III FERC Stats. & Regs. § 30,950 (August 3, 1992), order on
reh'g, Order No. 636-B, 57 Fed. Reg. 57,911 (December 8, 1992), 61 FERC§ 61,272
(1992), Notice of Denial of Rehearing (January 8, 1993), 62 FERC § 61,007 (1993), aff'd
10 part and vacated and remanded in part, United Dist. Companies v. FERC, 88 F.3d
1105 (D.C. Cir. July 16, 1996), order on remand, Order No. 636-C, 78 FERC § 61,186
(1997).

*These two transportation agreements will be terminated in accordance with the
provisions of the contracts.
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a single 20-inch diameter, 6.5-mile long line. Also, ANR proposes 10 install a new
Tiffany East Meter Station adjacent to its existing Tiffany Meter Station, located on the
southwest portion of the Beloit Lateral, to upgrade facilities at its existing Madison
Meter Station, and to make minor modifications to measurement facilities at its North

Madison Meter Station.
P n T
8. ANR proposes to charge its currently effective ML-7 maximum rates as recourse

rates for service over its proposed facilities. ANR maintains that such an approach is
appropriate, given that the proposed WestLeg Project facilities will function as an
integrated portion of its mainline system, with expansion capacity sold, nominated, and
scheduled in the same manner as capacity on its existing facilities. ANR estimates that
the cost of service for the proposed facilities will be $7.9 million for the first year of
operation. ANR expects to receive $3.8 million for service provided to Wisconsin Power
and Light and realize cost savings of $8.3 million as a result of terminating operational
Account No. 858 transportation contracts with Northern Natural. The maximum
recourse rate for delivery service in ANR's Mainline Northern Segment, j.¢,, the
proposed expansion's market area, is $0.15 per Dth. ANR estimates that on a unit basis,
the cost of service on the proposed WestLeg Project facilities yields a 100 percent load
factor rate of approximately $0.10 per Dth, without taking into consideration the cost
savings from terminating the two Northern Natural transportation contracts. ANR states
that under the Northern Natural contracts, it incurs approximately $11.3 million per year
in demand and commodity charges, resulting in a cost of service of approximately $0.36
per Dth.

9. Currently, ANR recovers the Northern Natural contracts' costs through the Dakota
Reservation Surcharge,® applicable to service from Ventura, Iowa, to Janesville,
Wisconsin, and through Operational Account No. 858 costs included in ANR's base tariff
rates,’ applicable to service from Greensburg, Kansas, to Janesville, Wisconsin, Under
ANR's tariff, base tariff rescrvation rates are discounted prior to the Dakota Surcharge,
i.e., ANR recovers the Dakota Surcharge prior to recovering its base rate.® In contrast,

See section 28.1(c) of the General Terms and Conditions (GT&C) of ANR's
tariff,

"Sce ANR's tariff, GT&C, section 29(a)(1).

*See ANR's tariff, GT&C, section 28.6(a). Pursuant to section 28.1(cX6), the
(continued...)
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Account No. 858 cosis held fdr oberational purposes are subject to the Commission's
traditional discownt policy” |, |
10. Mm&uonceﬁcpmpowdfacMmphcedmscmeemdﬁwNonhem
Nmuﬂoomﬂetummsﬁd,themhouSmhargemnbemduwdupmbedm
_its trif"s GT&C section 28.1(c), with the surcharge adjusted quarterly. The cost of the
wamwlmucmammcludedmmwuem
Under ANR's Deferred Transportation Cost Adjustment, GT&C section 29, a filing %
éffect a Deferrod Cost Adjustment is required only when the level of annual costs varies
by oare thamn 10 percent of the represantative level of $40.7 million. ANR estimates that
termisistion of the Operational Account No. 858 contract will produce an annual savings
of §§.3 million, sbowt twice the throshold rfeeded to trigger a Deferred Transportation
Codl Adilrient filing; this will cause ANR to make  nogative adjustment, the result of
w&hwﬁbamlnANRsm”

11.' ANR contends that while rolled-in rate treatment of its proposed WestLeg Project
will bring s finanvial benefit to existing shippers, cven before that occurs, ANR and

i cmamofmduppusshaﬂdmhzeconsamgs&omthetetmmnonoftheNorﬂnm

Natueal codiracts. Pussusnt to the mochanism set forth in section 29 of its existing tariff,

ANR proposes to recognize these savings by crediting the full value of the Account No.

%. comnudl)
sutcharge is adjusted quarterly. ANR expiains that because the Dakota contract is
direct}y recognized in fhe meclianism as an actual Dakota cost, the Dakota surcharge will
be reductd starting in the first filing for the first quarter after termination. See also,
Nasoral Gas Pipeline Company of Americs, 69 FERC 1 61,029 (1994), order on reh'g, 70
FBRC%61,317 (1995), describing discounting and the recovery of transition costs with
‘respect to Order No. 636 restructuring.

. IANR's tariff, GT&C, section 29, describes the tracking mechanism associated
with Accompt No. 858 costs and reflects the inclusion of these costs in ANR's base rates.
Operational Adoount No. 858 costs are not considered gas supply realignment costs;
consopiently these costs, uniike Dakota costs, are not subject to any Order No. 636
trahisition cost recovery mechanism.

®ANR acknowledges this end result remains uncertain, since it cannot now
identify what the level of anmual costs will be at the time of termination. In the event
there is an adjustoaent, it would reduce the transportation costs of shippers currently

paying maxiprun recourse rates and surcharges. Shippers already paying a discounted or
negoﬁtedmdﬂfalhbelowthcadjusmd,m&medfatewouldbemaﬁ'ecwd
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858 costs associated with termination of the Northern Natural Greensburg-to-Janesville
contract, estimated at $8.3 million, to the proposcd expansion’s cost of service. As noted,
once the expansion facilitics are placed in operation, Northern Natural's service will no
longer be needed, as ANR will be able to move equivalent volumes via its own system,
and so gain control over the operational flow of these volumes.

12.  ANR asks that the Commission clarify that only those shippers now paying
Account No. 858 costs will be eligible to receive an adjusted monthly bill as a
conscquence of the Deferred Transportation Cost Adjustment provision. ANR maintains
that it would be inappropnate if shippers now paying a reduccd rate werc able to obtain
an aJditional reduction by operation of scction 29 of its tariff.

Not:ce and Interventions

13.  Notice of ANR's application was published in the Federal Register on September
13, 2002."" Timely motions to intervenc were filed by 16 partics.'

14.  Late motions to intervene were filed by Aquila, Inc. d/b/a/ Aquila Networks,
MidAmerica Energy Company, and Guardian Pipeline, L. L.C. We find that granting the
late filed motions will not delay, disrupt, place an additional burden on existing parties,
or o herwise prejudice these proceedings. Therefore, for good cause shown, the late-
filec. motions to intervene are granted, in accordance with Rule 214 of our Rules of
Practice and Procedure.

Comments
Wisconsin Distri r Grou
15.  The Wisconsin Distributor Group (WDG) supports ANR's application and

provides a clarification regarding which shippers are eligiblc to benefit from the
antivipated reduction in ANR's Account No. 858 costs."” Specifically, WDG statcs that

"67 FR 59,277.

“Timely, unopposed motions to intervenc are granted by operation of Rule 214 of
the “ommission's Rules of Practice and Procedurc. 18 CFR § 385.214 (2002).
Inte-venors are listed in the appendix to this order.

The members of the WDG for purposes of this proceeding are Alliant Encrgy -
. {continucd...)
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ANR has authorized it to explain that the negotiated rate provisions of a shipper's
contract with ANR will dictate whether the shipper benefits from ANR's predicted
negative rate adjustment due to reduced Account No. 858 costs. [n other words, WDG
states that a shipper receiving a negotiated rate is not foreclosed, depending upon the
termrs of its contract, from benefitting from ANR's reduction in the Account No. 858
costs. WDG states that the clarification i1s necessary because ANR states in its
application that "shippers paying rates discounted below the level necessary to recover
thes: [Account No. 858] costs or paying negotiated rates will not sce any further
reduct:on in their monthly bills." WDG states that simply because a shipper is paying a
negotiated rate, it should not be precluded from benefitting from ANR's negative rate
adjustment.

Protests

Northern Natural

16.  Northern Natural objects to the proposed expansion, arguing that it will not
provide the operational and financial benefits that ANR purports, but instead will result
in the unmerited construction of redundant facilitics and may lcad to stranded costs, rate
increases, subsidics, and capacity turnback. Northern Natural concedes that terminating
its two contracts could, as ANR claims, result in a reduction of transportation costs of
approximately $11 million each year  $3 million attributable to the Dakota Surcharge,
$8 million attributable to ANR's basce tariff rates. However, in light of ANR's statcment
that thesc savings depend on Account No. 858 costs being greater than 10 percent of the
reprasentative level of $40.7 million, Northern Natural questions whether thesc cost
saviigs will be realized in fact, and will in fact flow through to ANR's shippers. Saving
of any lesser amount will be retained by ANR, in which case Northern Natural suspects
that rather than discounting its rates to reflect contract termination savings, ANR will
retain these savings. Northern Natural also points out that if the contract for Dakota gas
supplies is canceled, ANR will no longer reccive the Dakota contract volumes at
Janesville, Wisconsin, but will take delivery upstream at Ventura, [owa. Northern
Natural urges the Commission to assess the economic impact this may have, since it
expucts ANR will be forced to sell gas for a lower price at Ventura than it could obtain at
Janesville. In view of the above, Northern Natural concludes that ANR's cxisting

(...continued)
Wis :onsin Power & Light Company, City Gas Company, Madison Gas & Electric
Company, Wisconsin Gas Company and Wisconsin Electric Power Company, and
Wiszonsin Public Service Corporation.
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shippers could be required to subsidize the proposed expansion's costs," an outcome
inconsistent with the Commission's Statement of Policy on the Certification of New
Interstate Natural Gas Pipeline Facilities (Policy Statement on New Facilities).*

17. Northern Natural notes that ANR intends to provide Wisconsin Power and Light
with $5.5 million as a contribution in aid of construction for approximately 6 miles of
20-11ch diameter pipe to be built from ANR's pipeline to the Riverside Energy Center
power plant.'* Northern Natural asks whether this amount has been included in the

proj 2cted costs of the proposed WestLeg Project. Northern Natural requests that ANR
clarify the proposed project's costs by revising Exhibit K of its application to scparately
designate costs for facilities to be built to serve existing markets and costs for facilities to
be buiit to serve new markets.

18. Upon placing its proposed expansion in service, ANR plans to turn back 86.5
MDth/d to Northern Natural. Northern Natural insists that this would result in an
increasce in costs on its own system, and constitutc an adverse impact on an existing
pipeline, an impact the Policy Statement on New Facilities sccks to avoid. Northern
Natural states that it is preparcd to continue to provide service to ANR for 86.5 MDth/d
and "is extremely interested in discussing various transportation service proposals with
ANR" in order to offer ANR an economic alternative to the expansion. Northern Natural
insists that there is no need for ANR to duplicate the 86.5 MDth/d capacity currently
supplied by Northern Natural.

19.  ANR, in support of its contention that the addition of the proposed Westleg
facilities will enhance its system's reliability and flexibility, complains of the long lag
time it can incur when nominating capacity on Northern Natural. Northern Natural

“Specifically, Northern Natural calculates that without ANR's claimed $8.358
million credit, the total incremental cost of the proposed WestLeg Project will be $7.924
million, with WestLeg costs exceeding revenues by $2.917 million.

1388 FERC 9 61,227 (1999), orders clarifying statement of policy, 90 FERC
% 61,128 and 92 FERC § 61,094 (2000), order further clarifying statement of policy, 92
FEERC 9 61,094 (2000).

"*Wisconsin Power and Light intends to construct this distribution linc from the
proposed Tiffiany East meter station to the Riverside Energy Center. ANR states that
Wisconsin Power and Light and Calpine Corporation have received approval for this
distribution linc and for the Riverside Encrgy Center power plant from the Public Service
Commission of Wisconsin in Docket No. 6680-C(-146.
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dispates this, insisting that under its tariff, in accordance with the North American
Energy Standards Board (NAESB) nomination timeline, changes can be made in
nominuting capacity throughout the gas day. Northern Natural insists that it
communicates frequently with ANR in order to resolve reliability issues on a real time
basis.

20.  Northemn Natural challenges ANR's showing of market support for its proposed
expension project. Northern Natural observes that the single precedent agreement for 60
MD h/d is subject to several conditions, notably ANR's current shippers tumning back 60
MD-h/d. Northern Natural points out that one or more of the several conditions may not
be miet. Northern Natural maintains that if the 86.5 MDth/d it 1s providing 1s omitted,
and ANR is unable to meet the conditions of its sole precedent agreement, and customers
for the unsubscribed 43.5 MDth/d of capacity do not materialize, then there 1s no
justification for the proposed expansion.

McHenry County Conservation District

21.  The McHenry County Conservation District opposes the proposed expansion.

The Conservation District states that its objections are based upon problems experienced
with the recent construction of Guardian Pipeline Company's (Guardian) new interstate
pipeline in McHenry County, Illinois. The McHenry County Conservation District
argues that Guardian was insufficiently attentive to environmental impacts and
insesitive to landowners' concerns and anticipates that ANR will act in a similar
manner. If the Commission elects to authorize the proposed expansion, the MclHenry
Couaty Conscrvation District requests that the Commission impose conditions mandating
environmental protections.

ANR’s Response

22.  Although the Commission's Rules of Practice and Procedure do not permit
answers to protests,'” we find good cause to admit ANR's response since it will not dclay
the proceeding and will insure a complete and accurate record in this proceeding.

23.  ANR contends that its proposal is consistent with the Commission's admonition in
its Policy Statement on New Facilitics that existing customers should not make financial
contributions to subsidize expansion projects. ANR observes that the Policy Statement
contains no requirement that expansion projects make financial contributions to existing

'"18 CFR § 385.213(a)(2) (2002).
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shipyers. Accordingly, ANR contends that Northern Natural's concerns regarding the
exteat to which the proposed expansion will reduce ANR's expenses, and whether
exisiing customers will realize rate benefits from these reduced expenscs, arc immaterial
to assessing the merits of its proposal. ANR reiterates its request for rolled-in rate
treatment for its proposed WestLeg Project, claiming that this will result in an overall
reduction in existing customers' ratcs.

24.  Northemn Natural contends that ANR has no cause to complain concerning the
operatronal aspects of the transportation service it receives from Northern Natural. ANR
does not fault Northern Natural's performance, but insists that the proposed expansion
will provide ANR with lower cost service and greater reliability and flexibility. As an
exaraple, ANR expects its capability to control lincpack on its system will enable 1t to
better serve its customers' transient needs. Having considered the option of continuing to
ship gas via Northern Natural under renegotiated terms of service, ANR concludes the
costs and control conferred by its proposed expansion offer a more favorable alternative.

25.  ANR dismisses as speculative Northern Natural's contention that market and
precedent agreement conditions will not support the proposed additional capacity. In
part cular, Northern Natural questioned whether ANR would be able to secure sufficient
turnback capacity. ANR points out that the Commission has approved the restructuring
of its Wisconsin Electric Power Company and Wisconsin Gas Company contracts,'® thus
making available 60 MDth/d of turnback capacity for Wisconsin Power and Light that
will serve as the basis for the precedent agreement. With respect to remaining
unsubscribed capacity, ANR avers that it is actively secking, and expects to find,
customers. ANR adds that even with Wisconsion Power and Light as its sole shipper,
reflecting a reserved capacity of 90 MDth/d, the proposal merits approval.'?

26.  ANR concedes that under its proposal, cxisting customers already receiving
service at a discount may not realize a benefit in the form of a yet steeper discount as a
result of the proposed expansion. ANR stresses, first, that no party questions the

'®Comumission approval appears in a September 5, 2002 Letter Order in Docket
No. RP99-301-054.

"“We note that although ANR's initial application reflected revenues it anticipated
receiving from marketing unsubscribed expansion capacity, given that negotiations with
potential expansion shippers have yet to be completed, ANR has revised its calculations
to remove revenues attributable to unsubscribed expansion service. Sce ANR's
November 12, 2002 Data Response to Question No. 3 and revised Exhibit N.
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mec 1anism by which it will apply discounts, and second, that existing customers now
paying maximum rates should realize a rate reduction.

27.  ANR challenges Northern Natural’s contention that the value of Dakota gas will
be diminished if sold at Ventura, lowa, instead of Janesville, Wisconsin, arguing that
there is an established market at Ventura, and that the Janesville delivery point is small
and lacks liquidity. With respect to the termination of the Dakota gas contract, ANR
states it will reduce the associated surcharge by $3 million a year.

iscussion

28.  ANR proposes to construct and operate facilities to be used to transport gas in
interstite commerce and to abandon existing interstate gas facilities. Therefore, ANR's
prog osal is subject to the Commission's jurisdiction and the requirements of subsections
(b), (¢) and (¢) of section 7 of the NGA.

Public Convenience and Necessity

29.  In order to determine whether a proposed pipeline project is required by the public
convenience and necessity, we first consider whether the proposal meets the criteria set
forth in our 1999 Policy Statement on New Facilities.” In this policy statement, we
explain that in deciding whether to authorize the construction of major new pipeline
facilities, we balance public benefits against potential adverse impacts. Our goal 1s 10
give appropriate consideration to the enhancement of competitive transportation
altermatives, the possibility of overbuilding, subsidization by existing customers, the
applicant's responsibility for unsubscribed capacity, the avoidance of unnecessary
dismiptions to the environment, and the unneeded exercise of eminent domain in
cvaluating ncw pipeline construction.

30.  Under this policy, the threshold requirement for a pipcline proposing a new
project is that the pipeline must be prepared to financially support the project without
relying on subsidization from existing customers. The next step is to determine whether
the applicant has made efforts to eliminate or minimize any adverse eftects the project
might have on the applicant's existing customers, on other pipelines in the market and
thosc existing pipelines' captive customers, and on landowners and communities affected
by the routc of the new pipeline. If residual adverse effects on these interest groups are
idertified after efforts have been made to minimize them, we will evaluate the project by

MSee note 15.
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balaicing the evidence of public benefits to be achieved against the residual adverse
cffects. This is essentially an economic test. Only when the benefits outweigh the
advcerse impacts on cconomic interests will we then proceed to complete the
environmental analysis where other interests are considered.

31.  We find that ANR's proposcd WestLeg Project will satisfy the threshold
requir¢ment that an ¢xpansion project not require subsidization by a pipeline's existing
customers. We concur with ANR’s cost and revenue study’s demonstration that the
estirnated savings from terminating two transportation contracts with Northern Natural
and annual revenues derived from the proposed facilities will exceed the expansion costs,
both during each year of the 9.5-year term of the Wisconsin Power and Light service
agreement, and on a cumulative basis.?' Thus, we find existing customers will not be
placzd in the position of subsidizing the WestLeg Project.

32.  We find that in addition to enabling ANR to meet increased market demand, the
prorosed project will also provide system benefits by enabling shippers to access
additional sources of supply. Further, ANR expects the expansion to aid in relicving an
exis ing bottleneck that restricts the flow of gas between its Wisconsin mainline and the
Macison and Janesvilie market areas. Also, the Madison Lateral loop line will provide
ANR with linepack now unavailable, which will enable ANR to adjust with alacrity to
the hourly transient flow associated with winter heating and power generation loads. In
view of the above, we expect the new facilities, in particular the new loop line, will
enhance system reliability, flexibility, and efficiency.

33.  We find that the proposed project should have minimal adverse impacts. Since
the proposal will result in a net revenue benefit, ANR's existing customers will not be
adversely impacted. Further, we find the proposed expansion will enhance, not degrade,
service to existing customers. With the exception of Northern Natural, the proposal will
not impact other pipelines or their captive customers. The WestLeg facilitics should

have minimal impact on landowners, because the right-of-way required is either within or
adjacent 1o ANR's cstablished transportation corridor.

34. Thc WestLeg Project will both provide new capacity to new customers and
enhance service to ANR's existing shippers. ANR has presented a prccedent agreement
for 1inn service for most of the capacity to be created, and based on the rates represented
in the precedent agreement, and the savings to be realized by terminating contracts with
Northern Natural, expansion revenues will exceed expansion costs. We conclude that the

71See ANR’s November 12, 2002 Data Response to Question No. 11.
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bencfits of the proposed WestLeg project outweigh any potential adverse cffects.
Therefore, we reach a preliminary determination that ANR's proposed expansion is
required by the public convenience and necessity.

Rates

35.  The maximum recoursc rate for delivery service in ANR's proposed expansion
marlket area is $0.15 per Dth. ANR estimates that on a unit basis, the cost of service on
WestLeg Project facilities yields a 100 percent load factor rate of approximately $0.10
per Dt This is without accounting for the cost savings from terminating the two
Northern Natural contracts, under which ANR incurs approximately $11.3 million per
year in demand and commodity charges, for a cost of service of approximately $0.36 per
Dth. We accept ANR's assertion that the proposed West Leg project offers a lower cost
transportation alternative.

36.  Using its existing approved cost factors - a 1.30 percent depreciation rate and an
overal: rate of return of 11.13 percent, based on a 40/60 debt to equity capital structure,
with equity at 12.25 percent and long term debt at 9.44 percent - - ANR concludes that
the proposed expansion’s revenues will exceed the project's costs. We concur with this
conclusion. We next consider whether WestLeg Project costs should be rolled into the
ratcs of ANR’s existing customers. We find they should, because existing customers are
expected to benefit as a result, and because this project’s comparatively inexpensive
expansibility is made possible because of earlier, more costly construction, for which
cxis:ing shippers have shouldered the cost.”> Because rolling the cost of the proposed
facilities into ANR's existing ratc base in a future NGA section 4 rate proceeding would
have the effect of reducing current rates, existing shippers will not subsidize the
expansion.” In fact, we expect ANR’s existing customers to realize benefits prior to
ANR’s next section 4 rate procceding by means of cost savings from the reduction in the
Dakota surcharges and the reduction in basc rates from the Operational Account No. 858
Contract costs. Accordingly, barring changed circumstances, we find no causc to object
to a request by ANR in a future scction 4 rate proceeding to roll WestLeg costs into its
exisling rate base.

“See 88 FERC 161,227, at 61,746.

BWe note that a reduction in transportation charges may only apply to those
shippers that are currently subject to ANR maximum rate, whereas shippers now paying
redu.ced or negotiated rates may not realize any change in charges.
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37.  We note that ANR and Wisconsin Power and Light have agreed to negotiated
rates, and terms of service that contain material deviations from ANR’s standard tariff
provisions. We accept ANR’s explanation that negotiated terms are needed in order to
enable it to meet operational pressure and flow commitments, and note ANR stated its
will:ngness to enter into similar commitments with other similarly situated shippers.*
We fird that the negotiated provisions are neither unduly discriminatory nor will they
adversely impact the quality of service received by any shipper. ANR will be required to
file ts Wisconsin Power and Light contract at least 30 days prior to the effective service
date, pursuant to ANR’s tariff"s negotiated ratc authority, GT&C, section 30.

Commission Response to Protests

McHenry County Conservation District

38.  The McHenry County Conservation District's opposition is based on concerns
related to environmental impacts associated with the proposed WestLeg Project. As
noted, this preliminary determination does not include consideration of the
environmental aspects of ANR’s application. Therefore, we defer consideration of the
issues raised, since these issues will be analyzed and addressed in the context of our
environmental assessment, and nothing in this order restricts the scope or outcome of that
environmental review. In response to the McHenry County Conservation District's claim
that it has encountered instances of questionable conduct by an interstate pipeline in
another proceeding, we invite the McHenry County Conservation District, in the context
of oar ongoing ¢nvironmental assessment in this proceeding, to suggest particular
conditions on ANR’s construction or operations that could assist in preventing future
instances of inappropriate conduct.

Northern Natural

39.  Northern Natural complains that it will be adversely impacted by the termination
of the two ANR service contracts. We notc that ANR’s termination will take place under
the 1erms of the contracts, 1.c., ANR is not breaching the contracts by clecting to arrange
for an alternative means to obtain equivalent service. We also note that Northern
Natural’s claims of harm arc speculative. It may be the case that Northern Natural will
prove able to market the capacity now dedicated to ANR, and thereby recoup revenues
now derived from service for ANR and enhance other shippers' transportation options.
Finally, we are not persuaded that gas delivered at Ventura, Iowa, will inevitably bring a

HSee ANR's November 12, 2002 Data Response to Question No. 6(a).
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lower price than gas sold at Janesville, Wisconsin, since, as ANR points out, there is
arguably a more robust market at Ventura. The forgoing aside, even if we were to accept
Northern Natural’s description of the adverse impact of ANR’s proposal, we would still
find the expansion to be consistent with our Policy Statement on New Facilities, since on
balance, we believe the proposal presents a net benefit.

40. Northern Natural questions the utility of ANR’s proposal, emphasizing that it has
demonstrated its ability to provide satisfactory service and that it is sufficiently flexible
with respect to future service. We are reluctant to assess the practicality of ANR's
continuing to rely on Northem Natural, and find no cause to consider the character of the
companies’ past interactions. ANR has made a determination that its proposed
expansion will best serve its needs, and provided we find its proposal is required by the
public convenience and necessity, there is no need to analyze ANR’s motives or review
the merits of Northern Natural’s past or proposed service.

41.  Northemn Natural complains that ANR did not include in the cost of its expansion
the $5.5 million that it contributed to Wisconsin Power and Light to buiid a distribution
line to bring gas from ANR’s lateral to the Riverside Energy Center power plant. We
find no fault with ANR’s decision to omit the $5.5 million contribution. The distribution
line is not subject to thc Commission's jurisdiction, and ANR’s customers neither pay
costs of nor receive benefits from this nonjurisdictional line.”® Accordingly, we conclude
ANR acted properly by excluding costs associated with this line from its rate basc.

42. We do not sharc Northern Natural’s apprchension that the turnback capacity that
the proposed expansion relies upon will not materialize. We have approved the
restructuring of Wisconsin Electric Power Company and Wisconsin Gas Company
contracts that are the basis for the 60 MDth/d of turnback capacity,*® and note that any
fina. approval of the proposed WestLeg Project will be conditioned on ANR's securing
the capacity necessary to meet the service obligations represented in its application.

43.  Northem Natural contends that although ANR will surely realizc a financial
bencfit from its proposed expansion, it is unclear whether existing customers will share
in such benefits in the form of reduced rates. The method by which ANR’s cost savings
will be passed through to its existing customers is governed by ANR’s existing contract

»*We note that if the $5.5 million for the distribution linc were included in the
expansion’s cost — which it is not — the proposcd expansion would still result in a net
fina1cial gain.

%See ANR, Docket No. RP99-301-054, Letter Order issued Scptember 5, 2002,
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and tariff provisions. Currently, ANR recovers costs associated with its Northern
Natural contracts primarily through the Dakota Surcharge, described in Northern
Natural’s tariff, GT&C, section 28.1(c), and as Operational Account No. 858 costs.
Under ANR's Order of Discounting, GT&C section 28.6(a) provides that ANR's base
tari{f rates are discounted prior to the Dakota Surcharge for attnbution of recovery of
transit:on costs. Therefore, ANR recovers the Dakota Surcharges prior to recovering its
base rate.”” The Operational Account contract being held for operational purposes is
subject to the Commission's discount policy.”®

44.  ANR i1s required to make a Deferred Transportation Cost Adjustment filing when
cost savings from the climination of Account No. 858 costs are greater than 10 percent of
the representative level of $40.7 million. Under the terms of its tariff, GT&C section 29,
if savings do not reach this 10 percent threshold, ANR nced not make a Deferred
Transportation Cost Adjustment filing and may rctain these lesser savings. Northern
Natural objects to ANR’s proposal to follow its existing tariff provisions, maintaining
that unless all savings realized from the Account No. 858 costs arc passed through to
shippers in a Deferred Transportation Cost Adjustment filing, including those that fall
below the 10 percent threshold, then expansion shippers will effectively be subsidizing
cxpansion costs. We observe that the anticipated reduction of approximately $8.3
million attributable to ANR’s termination of two Northern Natural operational contracts
represents approximately 20 percent of ANR's present $39 million tn operational
Account No. 858 Transportation contracts.” Thus, it is reasonable to anticipate that the
10 percent trigger will be exceeded, that ANR will make a Deferred Transportation Cost
Adjustment filing, and that those customers paying Account No. 858 costs will receive a
discount in their rates to reflect the cost savings.™

45.  ANR points out that given the order in which it implements discounts and the
mechanism of the Deferred Transportation Cost Adjustment, customers that now receive

“'See notc 8.
S¢e Algonquin Gas Transmission Company, 69 FERC ¥ 61,105 (1994).

As of July 1, 2002, the previous twelve months costs of ANR's operational
Account 858 Transportation contracts were approximately $39 million.

“The Commission has previously approved the retention of savings from
terminating Account No. 858 contracts as justification for granting a certificate of public
convenience and necessity authorization and for rolling-in the costs into rate base.
Doriinion Transmission, Inc., 93 FERC 961,095 (2000).
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a discount may not receive an even larger discount when ANR makes its Deferred
Transportation Cost Adjustment filing. We find that this is in accord with ANR’s
approved procedures. Under ANR's tariff, base tariff reservation rates are discounted
prior to the Dakota Surcharge, i.e., ANR recovers the Dakota Surcharge prior to
recovering its basc ratc. We agree with ANR that only those shippers paying the costs of
the Operational Account No. 858 contract should stand to benefit from its climination.
Thus, we disagree with Northern Natural’s premise that ANR’s existing shippers must
realize a rate reduction in order to meet the no-subsidization criteria of our Policy
Statement on New Facilitics. We accept ANR’s proposal to preclude customers that
presently pay a discounted rate that is below the level necessary to recover these costs
from rcalizing any additional discount.’’ We note that any cost savings retained by ANR
and not flowed through to its customers will have to be accounted for in ANR's next
Deferred Transportation Cost Adjustment filing pursuant to Section 29.3 of its GT&C.
Significantly, regardless of the assumed discounting scenario, the proposed expansion
will not add to existing shippers’ costs. Thus, cven if ANR makes no Deferred
Transportation Cost Adjustment filing, and even if existing shippers receive no rate
discount, the expansion will still stand on its own without any financial contribution from
the ¢xisting shippers, consistent with our Policy Statement on New Facilities.

Engineering

46.  We believe the proposed project to construct and abandon natural gas facilities is
properly designed to increase the capacity of ANR's Madison Lateral by 220 MDth/d.
The proposed projcct will allow ANR to: (1) terminate contracts with Northern Natural
under which up to 86.5 MDth/d is delivercd into ANR's Madison Lateral at Janesville,
Wis:zonsin, and replace the Northern Natural volumes with gas received from its own
mainline, and (2) provide an additional 133.5 MDth/d of firm transportation capacity on
ANR's Madison Lateral. Additionally, we believe that the proposed facilities will not
have an adverse impact on ANR's ability to meet contractual obligations to its existing
shippers. Our engineering review indicates that the project has the potential to enhance
ANR's system's overall reliability and flexibility.

Environmental

Y'We note, in accordance with WDG’s ANR-authorized clarification, that
customers receiving service under discounted or negotiated terms may have their current
rate reduced, but whether this occurs is a function of the magnitude of cost savings
real zed with respect to the extent of the discount in eftfect.
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47, On September 30, 2002, the Commission issued a Notice of Intent to Prepare an
environmental assessment for the proposed WestLeg Project and Request for Comments
on Environmental Issues. The Commission will address all environmental issues raised
by ANR's proposed project in its final order in this proceeding, which will be issued after
the environmental asscssment is completed and comments in response to the
environmental assessment are received. The issuance of this preliminary determination
on nor.-environmental issues is not intended to prejudge or otherwise effect the
Commission's consideration of environmental issues.

48.  ANR maintains that for the most part, the proposed construction and abandonment
activity will occur within existing rights-of-way,’* with the remaining portion impacting
previously disturbed areas and open agricultural land. The proposed loop of the existing
Macison Lateral will require ANR to increase its permanent right-of-way by an
additional 12 acres; no such right-of-way is needed for the remaining expansion project
facilities.

Conclusion

49.  For the reasons discussed above, the Commission makes a preliminary
determination, subject to complction of the environmental review, that ANR's proposed
WestLeg Project is required by the public convenience and necessity and that the benefits
of the proposed project outweigh any potential or residual adverse cftects, consistent
witt the Comunission's Policy Statement on New Facilities. Further, any final order
issuzd in this proceeding will be conditioned upon compliance with requirements
discussed in this order, any final order, and specified in the ordering paragraphs.

The Commission ordgrs:

(A) A preliminary determination is made that ANR’s application under section
7(c) of the NGA to construct, own, opcrate and maintain natural gas facilities, as
described and conditioned herein, and as more fully described in the application, would,
on t1e basis of all pertinent non-environmental issucs, be required by the public
convenience and necessity.

32ANR states that it has acquired 100 percent of the right-of-way required for the
proprosed modifications to its Beloit Lateral and Tiffany East Metcr Station, 97.5 percent
of the permanent easements needed for the Wisconsion portion of the Madison Lateral
loor, and 88 percent of the right-of-way for the Illinois portion of the Madison Lateral
looy.
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(B) A preliminary determination is made, pursuant to NGA Section 7(b), to grant
ANR permission and approval to abandon and remove the 4- and 6-inch diameter lines of
ANR's Beloit Latcral, as more fully described herein and in the application.

(C) Any certificate, authority, or approval issued in a final order in this proceeding
will be conditioned, as discussed in this order, on the following:

(1} ANR's constructing and making available for service the facilities
described herein within one year of a final order in this proceeding,
pursuant to paragraph (b) of section 157.20 of the Commission’s
regulations;

(2) ANR's compliance with all regulations under the NGA including, but
not limited to, Parts 154 and 284, and paragraphs(a), (c), (¢), and (f) of
section 157.20 of the Commission's regulations;

(3) ANR's notifying the Commission within 10 days of the date of the
abandonment of facilitics;

(4) ANR's exccuting a contract for the level of service and the terms of
service represented in the precedent agreement prior to commencing
construction, and;

(5) ANR's filing its service agreement with Wisconsin Power and Light as
a negotiated rate agreement within 30 days of the date of a final order in
this proceeding.

(D) The preliminary determination madc in Ordering Paragraphs (A) and (B)
above contemplates issuance, after completion of a pending review of all environmental
matiers raised by the application, of a final order of thc Commission detcrmining that the
proposed expansion is required by the public convenience and necessity, in accordance
with. the National Environmental Policy Act and section 7(c) of the NGA.

(E) Northern Natural’s protest is denied and consideration of the McHencry
County Conservation District’s protest is deferred, for the reasons discussed in the body
of this order.
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(F) The Aquila Inc. d/b/a Aquila Networks, MidAmerica Energy Company, and
Guardian Pipeline, 1..L.C. motions to intervene out-of-time arc granted.

By the Commission.

(SEAL)

Linwood A. Watson, Jr.,
Deputy Secretary.
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Appendix

Interventions

Aquila Inc. d/b/a Aquila Networks*

Calpine Energy Services, L.P.

City Gas Company

Eas. Ohio Gas Company d/b/a Dominion East Ohio

Guardian Pipeline, L.L.C.*

Madison Gas & Electnic Company

McHenry County Conservation District**

Michigan Consolidated Gas Company

Mic America Energy Company*

Northern Natural Gas Company™**

Peoples Gas Light and Coke Company and North Shore Gas Company
Process Gas Consumers Group

Pro__iance Energy, LLC

Public Service Commission of Wisconsin

US(Gen New England, Inc., jointly with Badger Generating Company, LLC, Covert
Gererating Company, LLC, PG&E Energy Trading-Gas Corporation, and PG&FE
Dispersed Generating Company

Wisconsin Distributor Group

Wisconsin Electric Power Company and Wisconsin GGas Company
Wisconsin Power & Light Company

Wisconsin Public Service Corporation

* Motion to intervene filed out-of-time.

** Motion to intervene included a protest.
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Protective Order
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

No thern Natural Gas Company Docket No. RP04-  -000
V.
ANR Pipeline Company

PROTECTIVE ORDER
(Issued )

l. This Protective Order shall govern the use of all Protected Matenals
produced by, or on behalf of, any Participant. Notwithstanding any order
terminating this proceeding, this Protective Order shall remain in effect until
specifically modified or terminated by the Presiding Administrative Law Judge
("Presiding Judge") or the Federal Encrgy Regulatory Commission
("Commission").

2. This Protective Order applies to those materials which contain critical
energy infrastructure information, as defined in 18 CFR ' 388.113(c)(1) ("Critical
Encrgy Infrastructure Information™).

3. Definitions -- For purposes of this Order:

(a) The term "Participant” shall mean a Participant as defined in 18 CFR
' 385.102(b).

(b) (1) The term "Protected Materials" means (A) materials (including
depositions) provided by a Participant in response to discovery requests and
designated by such Participant as protected; (B) any information contained in or
obtained from such designated materials; (C) any other materials which arc made
sukject to this Protective Order by the Presiding Judge, by the Commission, by
any court or other body having appropriate authority, or by agreement of the
Participants; (D) notes of Protected Materials; and (E) copies of Protected
Materials. The Participant producing the Protected Materials shall physically
mark them on each page as "Contains Critical Energy Infrastructure Information -
Do Not Release."”

(2) The term "Notes of Protected Materials” means memoranda,
har dwritten notes, or any other form of information (including electronic form)
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wh ch copies or discloses materials described in Paragraph 5. Notes of Protected
Materials are subject to the same restrictions provided in this order for Protected
Matenals except as specifically provided in this order.

(3) Protected Materials shall not include (A) any information or document
cortained in the files of the Commission, or any other federal or state agency, or
any federal or state court, unless the information or document has been determined
to be protected by such agency or court, or (B} information that is public
knowledge, or which becomes public knowledge, other than through disclosure in
violation of this Protective Order, or (C) any information or document labeled as
"Non-Internet Public” by a Participant, in accordance with Paragraph 30 of FERC
Order No. 630, FERC Stat. & Reg. & 31,140. Protected Materials do include any
information or document contained in the files of the Commission that has becn
designated as Critical Energy Infrastructure Information.

(c) The term “"Non-Disclosure Certificate” shall mean the certificate
annexcd hereto by which Participants who have been granted access to Protected
Matertals shall certify their understanding that such access to Protected Materials
is provided pursuant to the terms and restrictions of this Protective Order, and that
such Participants have read the Protective Order and agree to be bound by it. All
Non-Disclosure Certificates shall be served on all parties on the official service list
ma:ntained by the Secretary in this proceeding.

(d) The term "Reviewing Representative” shall mean a person who has
signed a Non-Disclosure Certificate and who is:

(1) Commission Litigation Staff;

(2) an attorney who has made an appearance in this proceeding for a
Participant;

(3) attorneys, paralegals, and other employees associated for purposes of
this case with an attorney described in Paragraph (2);

(4) an expert or an employee of an expert retained by a Participant for the
purpose of advising, preparing for or testifying in this proceeding;

(5) a person designated as a Reviewing Representative by order of the
Presiding Judge or the Commission; or

(6) employees or other representatives of Participants appearing in this
procecding with significant responsibility for this docket.
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4. Protected Materials shall be made available under the terms of this
Prctective Order only to Participants and only through their Reviewing
Representatives as provided in Paragraphs 7-9.

5. Protected Materials shall remain available to Participants until the later of
the date that an order terminating this proceeding becomes no longer subject to
judicial review, or the date that any other Commission proceeding relating to the
Protected Matenal is concluded and no longer subject to judicial review. If
requested to do so in writing after that date, the Participants shall, within fifteen
days of such request, return the Protected Materials (exciuding Notes of Protected
Materials) to the Participant that produced them, or shall destroy the matenals,
except that copies of filings, official transcripts and exhibits in this proceeding that
contain Protected Materials, and Notes of Protected Material may be retained, if
they are maintained in accordance with Paragraph 6, below. Within such time
period cach Participant, if requested to do so, shall also submit to the producing
Participant an affidavit stating that, to the best of its knowledge, all Protected
Materials and all Notes of Protected Materials have been returned or have been
destroyed or will be maintained in accordance with Paragraph 6. To the extent
Protected Materials are not returned or destroyed, they shall remain subject to the
Protective Order.

6. All Protected Materials shall be maintained by the Partictpant in a secure
place. Access to those materials shall be limited to those Reviewing
Representatives specifically authorized pursuant to Paragraphs 8-9. The Secretary
shall place any Protected Matcrials filed with the Commission in a non-public file.
By placing such documents in a non-public file, the Commission is not making a
determination of any claim of privilege. The Commission retains the right to
make determinations regarding any claim of privilege and the discretion to release
information necessary to carry out its jurisdictional responsibilities. For
documents submitted to Commission Litigation Staff ("Staff"), Staff shall follow
the notification procedures of 18 CFR ' 388.112 before making public any
Protected Materials.

7. Protected Matcrials shall be treated as confidential by cach Participant and
by 1the Reviewing Representative in accordance with the certificate executed
pursuant to Paragraph 9. Protected Materials shall not be used exccpt as necessary
for the conduct of this proceeding, nor shall they be disclosed in any manner to
any person except a Reviewing Representative who is engaged in the conduct of
this proceeding and who needs to know the information in order to carry out that
per;son's responsibilities in this proceeding. Reviewing Representatives may make
copies of Protected Materials, but such copies become Protected Materials.
Reviewing Represcntatives may make notes of Protected Materials, which shall be
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tree.ted as Notes of Protected Materials if they disclose the contents of Protected
Materials.

8. (a) If a Reviewing Representative's scope of employment includes the
ma;keting of energy, the direct supervision of any employee or employces whose
duties include the marketing of energy, the provision of consulting services to any
person whose dutics include the marketing of encrgy, or the direct supcrvision of
any employee or ecmployees whose duties includc the marketing of encrgy, such
Reviewing Representative may not use information contained in any Protected
Materials obtained through this proceeding to give any Participant or any
corpetitor of any Participant a commercial advantage.

(b)  Inthe cvent that a Participant wishes to designate as a Reviewing
Representative a person not described in Paragraph 3 (d) above, the Participant
shall seek agreement from the Participant providing the Protected Materials. If an
agreement is reached that person shall be a Reviewing Representative pursuant to
Paragraphs 3(d) above with respect to those materials. 1f no agreement is reached,
the Participant shall submit the disputed designation to the Presiding Judge for
resolution.

9. (a) A Reviewing Representative shall not be permitted to inspect, participate in
discussions regarding, or otherwise be permitted access to Protected Materials
pursuant to this Protective Order unless that Reviewing Representative has first
exccuted a Non-Disclosure Certificate provided that if an attorney qualified as a
Reviewing Representative has executed such a certificate, the paralegals,
secrctarial and clerical personnel under the attorney=s instruction, supervision or
coritrol need not do so. A copy of each Non-Disclosure Certificate shall be
provided to counsel for the Participant asserting confidentiality prior to disclosure
of any Protected Material to that Reviewing Representative.

(b) Attorneys qualified as Reviewing Representatives are responsible for
ensuring that persons under their supervision or control comply with this order.

10.  Any Reviewing Representative may disclose Protected Materials to any
other Reviewing Representative as long as the disclosing Reviewing
Representative and the receiving Reviewing Representative both have executed a
Non-Disclosure Certificate. In the event that any Reviewing Representative to
whom the Protected Materials are disclosed ceases to be engaged in these
prcceedings, or is employed or retained for a position whose occupant is not
qualified to be a Reviewing Representative under Paragraph 3(d), access to
Prctected Materials by that person shall be terminated. Even if no longer engaged
in this proceeding, every person who has executed a Non-Disclosure Certificate
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shall continue to be bound by the provisions of this Protective Order and the
ceritfication.

11.  Protected materials designated by a Participant as Critical Energy
Inf-astructure Information shall remain protected and subject to the provisions of
this: Protective Order, unless a Participant requests and obtains a determination
from the Commission's Critical Energy Infrastructure Information Coordinator that
such materials nced not remain protected.

12, All copies of all documents reflecting Protected Materials, including the
portion of the hearing testimony, exhibits, transcripts, briefs and other documents
which refer to Protected Materials, shall be filed and served in sealed envelopes or
other appropriate containers endorsed to the effcct that they are sealed pursuant to
this Protective Order. Such documents shall be marked "PROTECTED
MATERIALS" and shall be filed under seal and served under scal upon the
Presiding Judge and all Reviewing Representatives who are on the service list.
Such documents containing Critical Energy Infrastructure Information shall be
additionally marked "Contains Critical Energy Infrastructure Information B Do
Not Release”. For anything filed under scal, redacted versions or, where an entire
document is protected, a letter indicating such, will also be filed with the
Commission and served on all partics on the service list and the Presiding Judge.
Coansel for the producing Participant shall provide to all Participants who request
the same, a list of Reviewing Representatives who are entitled to receive such
malerial. Counscl shall take all reasonable precautions nccessary to assure that
Prctected Materials are not distributed to unauthorized persons.

If any Participant desires to include, utilize or refer to any Protected
Materials or information derived therefrom in testimony or exhibits during the
hezring in these proccedings in such a manner that might require disclosure of
such material to persons other than revicwing representatives, such participant
shall first notify both counsel for the disclosing participant and the Presiding Judge
of such desire, identifying with particularity each of the Protected Materials.
Thereafter, use of such Protected Material will be governed by procedures
determined by the Presiding Judge.

13.  Nothing in this Protective Order shall be construed as precluding any
Paticipant from objecting to the use of Protected Materials on any legal grounds.

14.  Nothing in this Protective Order shall preclude any Participant from
requesting the Presiding Judge, the Commission, or any other body having
appropriate authority, to find that this Protective Order should not apply to all or
anv materials previously designated as Protected Materials pursuant to this
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Prciective Order. The Presiding Judge may alter or amend this Protective Order as
circumstances warrant at any time during the course of this proceeding.

15.  Each party governed by this Protective Order has the right to seek changes
in it as appropriate from the Presiding Judge or the Commission.

16.  All Protected Materials filed with the Commission, the Presiding Judge, or
any other judicial or administrative body, in support of, or as a part of, a motion,
other pleading, bricf, or other document, shall be filed and served in sealed
envelopes or other appropriate containers bearing prominent markings indicating
that the contents include Protected Materials subject to this Protective Order.
Such documents containing Critical Energy Infrastructure Information shall be
adclitionally marked “Contains Critical Energy Infrastructure Information — Do
Not Release ™

17.  If the Presiding Judge finds at any time in the course of this procceding that
all or part of the Protected Materials need not be protected, those materials shall,
nevertheless, be subject to the protection afforded by this Protective Order for
three (3) business days from the date of issuance of the Presiding Judge's decision,
anc it the Participant seeking protection files an interlocutory appeal or requests
that the issue be certified to the Commission, for an additional seven (7) business
days. None of the Participants waives its rights to seek additional administrative
or judicial remedies after the Presiding Judge's decision respecting Protected
Materials or Reviewing Representatives, or the Commission’s denial of any appeal
thereof. The provisions of 18 CFR ' * 388.112 and 388.113 shall apply to any
requests for Protected Materials in the files of the Commission under the Freedom
of Information Act. (5§ U.S.C. ' 552).

18.  Nothing in this Protective Order shall be deemed to preclude any
Participant from independently seeking through discovery in any other
adrainistrative or judicial proceeding information or materials produced in this
proceeding under this Protective Order.

19.  None of the Participants waives the nght to pursuc any other legal or
equitable remedies that may be available in the event of actual or anticipated
dis:losure of Protccted Materials.

20.  The contents of Protected Materials or any other form of information that
copies or discloses Protected Materials shall not be disclosed to anyone other than
in accordance with this Protective Order and shall be used only in connection with
this (these) proceeding(s). Any violation of this Protective Order and of any Non-
Disclosure Certificate executed hereunder shall constitute a violation of an order
of the Commiission.
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

No-thern Natural Gas Company Docket No. RP04- _ -000
V.
ANR Pipeline Company

NON-DISCLOSURE CERTIFICATE

I hereby certify my understanding that access to Protected Materials is
provided to me pursuant to the terms and restrictions of the Protective Order in
this proceeding, that [ have been given a copy of and have read the Protective
Ordler, and that [ agree to be bound by it. I understand that the contents of the
Protected Materials, any notes or other memoranda, or any other form of
information that copies or discloses Protected Materials shall not be disclosed to
anyonc other than 1 accordance with that Protective Order. I acknowledge that a
vio ation of this certificate constitutes a violation of an order of the Federal Energy
Regulatory Commission.

By:

Title:

Representing:

Date:
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAIL ENERGY REGULATORY COMMISSION

Northern Natural Gas Company Docket No. RP04-___ -000

-
S umpt S '

AMNR Pipeline Company
NOTICE OF FILING

Take Notice that Northern Natural Gas Company (Northem) on _, 2004
filed vaith the Federal Energy Regulatory Commission (Commission) a Complaint Requesting Fast-
Tra:k Processing, pursuant to Rule 206 of the Commission’s Rules of Practice and Procedure, 18
C.F.R. §385.206 (2003). The Complaint requests that the Commission grant relief in a dispute
regarding the Janesville Interconnect between Northern and ANR Pipeline Company.

Any person desinng to be heard or to protest said filing should file a motion to intervene or
protest with the Federal Energy Regulatory Commission, 888 First Street, N.E., Washington, D.C.
20426. in accordance with Rules 211 and 214 of the Commission's Rules of Practice and Procedure
(18 C.F.R. §§385.211 and 385.214). All such motions and protests should be filed on or before
o . Protests will be considered by the Commission to determine the appropnate action to
be taken, but will not serve to make protestant partics to the proceeding. Any person wishing to

become a party must file a motion to intervene. Copies of this filing are on file with the Commission

and are available for public inspection. This filing may also be viewed on the Internet at

http/Awww fere.fed.us.online/rims.hum (call 202-208-2222 for assistance).

Magalic R. Salas
Sceretary



