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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Jon Wellinghoff, Chairman;
Philip D. Moeller, John R. Norris,
and Cheryl A. LaFleur.

Natural Gas Pipeline Company of America LLC Docket No. CP11-547-000

ORDER ISSUING CERTIFICATE,
AUTHORIZING ABANDONMENT, AND
AUTHORIZING AN INCREASE IN STORAGE DELIVERABILITY

(Issued May 17, 2012)

1. On September 20, 2011, Natural Gas Pipeline Company of America LLC
(Natural) filed an application pursuant to sections 7(c) and 7(b) of the Natural Gas Act
(NGA) requesting authorization to construct and operate compression facilities in
Washington County, lowa and Effingham County, Illinois, and to abandon certain
compression facilities in Clinton and Platt Counties, Illinois (2012 Storage Optimization
Project). As part of the 2012 Storage Optimization Project, Natural also requests
authority to reduce the cushion gas inventory at its North Lansing Storage Field in
Harrison County, Texas, increase the certificated peak-day storage deliverability of its
Keota St. Peter Reservoir in Washington County, lowa, and increase meter capacity at its
Compressor Station 205. This order grants the requested authorizations, subject to
conditions, as discussed below.

l. Background

2. Natural is a natural gas company, as defined by section 2(6) of the NGA, engaged
in the business of transporting and storing natural gas in interstate commerce. Natural’s
gas transmission system consists of its Amarillo Mainline and the Gulf Coast Mainline,
as well as the A/G Line connecting the two mainlines. The Amarillo Mainline extends
from gas producing areas in central and southwest Texas, southeast New Mexico,
southwest Oklahoma, and the Panhandle areas of Texas and Oklahoma through New
Mexico, Texas, Oklahoma, Kansas, Nebraska, lowa, and Illinois. The Gulf Coast
Mainline extends from the offshore and onshore gas producing areas of south Louisiana
and the Texas Gulf Coast through Louisiana, Texas, Arkansas, Missouri, and Illinois.
Both mainlines terminate at points in and near the Chicago metropolitan area. The A/G
Line extends from Carter County, Oklahoma to Cass County, Texas. In addition, Natural
owns and operates as part of its integrated system, 13 underground storage facilities in
Texas, Oklahoma, lowa, and Illinois.
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1. Proposal

3. Natural asserts that the 2012 Storage Optimization Project is designed to replace
aging compressor units with new equipment, optimize its market-area storage withdrawal
and injection capabilities, and improve the flexibility and reliability of its Gulf Coast
Mainline system.

A. Construction of New Facilities

1. Keota Storage Field and Existing Compressor Station No. 205

4, Natural states that it developed the Keota Storage Field in Washington County,
lowa between 1964 and 1978, and that gas there is stored in the Lower St. Peter
sandstone formation, a natural aquifer reservoir. Natural states that the Keota St. Peter
Reservoir has a maximum authorized capacity of 6 billion cubic feet (Bcf) and a
certificated peak-day withdrawal at maximum inventory of 65 million cubic feet
(MMcf) per day.*

5. Natural asserts that the current maximum deliverability of its Keota St. Peter
Reservoir is limited by its existing facilities, although it has been able to partially summer
cycle the Keota Storage Field. In order to increase its withdrawal capability, Natural
seeks authorization to construct and operate: (1) a 3,550 horsepower (hp) gas-fired
reciprocal compressor unit at Natural’s existing Compressor Station No. 205 (CS 205)
located near Keota in Washington County, lowa;? and (2) a dual 10-inch meter station at
CS 205 to accommodate the increased flow made available by the new 3,550 hp
compressor unit.® The estimated cost of the facilities to be installed at CS 205 is $12.3
million.

! Natural asserts that the Keota St. Peter Reservoir has yet to reach the potential
peak-day withdrawal at maximum inventory of 65 MMcf per day and currently achieves
only 60 MMcf per day at maximum inventory.

2. CS 205, located near the Keota Storage Field, currently has one 720 hp
compressor unit (Unit 1) and three 800 hp compressor units (Units 2, 3, and 4). The
proposed 3,550 hp compressor unit to be installed at CS 205 brings the total station
horsepower to 6,670 hp.

® As discussed below, the proposed dual 10-inch meter station will replace existing
dual 6-inch meter runs at CS 205, for which Natural is seeking abandonment authority
herein. In addition, Natural proposes to construct and operate various auxiliary facilities
related to the new compressor unit under section 2.55(a) of the Commission’s Rules and
Regulations. See 18 C.F.R. § 2.55(a) (2011).
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6. Due to the additional horsepower from the proposed new compressor unit and the
higher capacity meter station, Natural seeks authorization to increase the certificated
peak-day withdrawal deliverability at maximum inventory of the Keota St. Peter
Reservoir from 65 to 100 MMcf per day. Natural states that none of the authorizations
requested above will result in an increase in the currently-certificated total maximum
capacity of the Keota St. Peter Reservoir.

7. Natural explains that the proposed increase in the peak-day deliverability will
enable the Keota Storage Field to cycle its working inventory three times per year. Thus,
instead of its current partial summer cycling of the field, Natural states that it plans to
fully cycle the field once in the summer to support the increasing demand related to
power generation. Natural states it would then inject the Keota St. Peter Reservoir to full
inventory again for a winter cycle on November 1, and again for a late season cycle on
February 1. Natural contends that by cycling Keota to full inventory again on February
1, the storage field will be able to deliver late in the season to the markets at its proposed
peak daily rate of 100 MMcf per day. Natural further explains that about 90 days into the
withdrawal season (i.e., February and after), the historical daily rates for Keota fall to 35
MMcf per day or less. Thus, Natural states that the benefit of returning Keota to full
inventory in the February cycle will be about a 65 MMcf per day increase to late season
deliverability.

2. New Compressor Station 206A

8. Natural also proposes to construct and operate a new compressor station near
Altamont in Effingham County, Illinois, to be known as Compressor Station 206A (CS
206A), consisting of a 22,000 hp electric motor-driven centrifugal compressor unit.* The
proposed CS 206A will be located approximately four miles from Natural’s existing
Compressor Station No. 206,° near the interconnection of Natural’s Loudon Lateral and
the Gulf Coast Mainline, and midway between Compressor Station Nos. 310 and 311 (CS
310 and CS 311). Natural contends that CS 206A will provide increased access to its
Loudon Storage Field and North Lansing Storage Field in Harrison County, Texas.

Q. The proposed electric compressor unit at CS 206A will replace existing
compressor units totaling 14,000 hp that Natural proposes to abandon at CS 310 and CS
311. Natural explains that it currently must choose between maintaining a high pressure
at the interconnection of its Loudon Lateral and Gulf Coast Mainline to facilitate
movement of gas from its North Lansing Storage Field, or maintaining a low pressure to

% Natural states it will construct and operate various appurtenances and auxiliary
facilities at proposed CS 206A under section 2.55(a). See 18 C.F.R. § 2.55(a) (2011).

> Compressor Station 206 is located near the Loudon Storage Field in Fayette
County, Illinois.
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facilitate movement of gas from the Loudon Storage Field. Natural asserts that by adding
a net 8,000 hp to its system at CS 206A (the proposed 22,000 hp of new compression
minus the 14,000 hp to be abandoned at CS 310 and CS 311), Natural’s Gulf Coast
Mainline will be capable of transporting an additional 100 MMcf per day from the
Loudon Storage Field, thus providing Natural with the ability to withdraw gas from its
Loudon and North Lansing Storage Fields simultaneously.® Natural also contends that
this operating flexibility will allow storage gas withdrawn from its North Lansing Field to
be more readily available to Natural’s market area during late season withdrawal.

10.  Natural requests authority to retain the additional 100 MMcf per day of throughput
capacity on the Gulf Coast Mainline for its own operational needs in order to allow
incremental storage gas to access the Gulf Coast Mainline during periods when the
pipeline is running at high throughput levels.

11.  The cost of the proposed CS 206A is approximately $45.2 million, including an
anticipated contribution in aid of construction to Norris Electric Cooperative of $8
million. Natural states that $31.7 million of the cost is attributable to Natural’s
Mechanical Integrity Program, which involves replacing existing compressor units at CS
310 and CS 311. Together with the proposed modifications to CS 205, the total cost of
the proposed facilities to be constructed for the 2012 Storage Optimization Project is
approximately $57.5 million.

B. Reduction of Cushion Gas Inventory at North Lansing Storage Field

12.  Of Natural’s 13 natural gas storage reservoirs, 10 are aquifer reservoirs located in
its market area that must be cycled annually to properly manage and maintain inventory
control. " Natural states that because weather is no longer a major driver of the utilization
by its customers of Rate Schedule NSS storage service, large working gas inventories
remain at the end of traditional winter withdrawal seasons. Natural contends that since
the 2000-2001 withdrawal season, it has cycled, on average, less than 50 percent of its
total system working gas inventory.

® Natural states that this 100 MMcf of additional Gulf Coast Mainline capacity is
in Segment 28 of its system, where volumes from the Loudon Storage field are delivered
to Natural’s Gulf Coast Mainline system and transported to Compressor Station 113 (CS
113).

" Application at 11-15. Natural’s aquifer storage reservoirs are the Herscher
Galesville, Herscher Mt. Simon, and Herscher Northwest in Kankakee County, Illinois;
Loudon in Fayette County, lllinois; Cairo St. Peter, Cairo Galesville, Cairo Mt. Simon,
Columbus City St. Peter, and Columbus City Mt. Simon, in Louisa County, lowa; and
Keota St. Peter, in Washington County, lowa.
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13.  Natural asserts that in order to properly manage and maintain control over the
aquifer fields, it uses its North Lansing Storage Field and Sayre Storage Field (in
Beckham County, Oklahoma), both of which are large, depleted, volumetric natural gas
reservoirs in producing regions, to take the inventory swings required to manage the
cycling requirements of the aquifer fields. Natural’s North Lansing Storage Field has a
maximum certificated capacity of 156 Bcf, of which 96 Bcf is working gas capacity and
60 Bcf is cushion gas capacity. The certificated peak-day withdrawal rate of the reservoir
is 1,240 MMcf per day, and is supported by seven compressor units totaling 36,000 hp at
the North Lansing Compressor Station No. 388 near Longview, Texas.

14.  Asaresult of it not fully cycling the North Lansing Field in order to ensure proper
cycling of the aquifer fields, Natural contends that little of the existing 96 Bcf of working
gas capacity at North Lansing has been regularly cycled. Natural states that while, as a
general rule, depleted volumetric gas reservoirs are much less sensitive to inventory
changes than aquifer fields, if persistent high late season inventories occur over many
years, working gas can become impounded.® Natural asserts that the effects of natural
gas impoundment at the North Lansing Field have become evident in its inventory
verification studies. Natural states that in the short term, if North Lansing’s entire
working gas inventory needed to be withdrawn, most of the impounded gas, temporarily
trapped in the tight porosity rock, would not be able to contribute to the current year’s
cycled volume, and the North Lansing Field would be ineffective in supporting late
season deliverability after the field declines from its peak withdrawal rate. To reverse the
impoundment of gas, Natural maintains that the North Lansing Field requires a reduction
in inventory levels in order to reduce field pressure so that the impounded gas can be
released.

15.  For these reasons, Natural requests authority to operationally reduce the cushion
gas inventory at its North Lansing Storage Field by 5 Bcf, from 60 Bcf to 55 Bcf.
Natural maintains that withdrawing an additional 5 Bcf of cushion gas from the North
Lansing Field will reduce field pressure, improve operations, and reverse the natural gas
impoundment.® Natural does not request a corresponding reduction in the certificated
levels of total capacity, working gas capacity, cushion gas capacity, or peak-day

® Impounded working gas is defined as gas inventory that has migrated into tight,
distant porosity, or very low permeability, reservoir rock due to high average reservoir
pressures over longer than normal periods of time and is not available for recovery during
a normal withdrawal cycle. This can be seen on inventory verification studies as a lower
average reservoir pressure at comparable gas inventories.

% Natural proposes to retain the 5 Bcf of cushion gas for its own operational
system needs, including possible re-injection into the North Lansing Field to increase
late-season deliverability should Natural experience a deliverability shortfall at any of its
other storage fields.
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deliverability, which will remain at existing levels. Thus, Natural asserts that there will
be no impact on the level of services it offers as a result of the 5 Bcf reduction in cushion
gas inventory.®

C. Abandonment of Facilities

16.  Natural requests authority under section 7(b) of the NGA to abandon certain
compression facilities at CS 310, CS 311, and CS 205. Specifically, Natural proposes to
abandon in place two compressor units at CS 310 and three compressor units at CS 311.*
Natural’s CS 310, located near Centralia, in Clinton County, Illinois, comprises nine gas-
fired compressor units, with a total certificated hp of 30,600."2 Natural requests authority
to abandon and retire in place Units 1 and 7 at CS 310. Each unit has 2,800 hp.

17.  Natural’s CS 311, located near Hammond in Platt County, Illinois, also comprises
nine gas-fired compressor units, with a total certificated hp of 30,600."® Natural requests
authority to abandon and retire in place Units 2, 4, and 5 at CS 311. Each unit has 2,800
hp-14

19 Natural states that operating the reservoir at a lower operational cushion gas
level could result in the reduction of late-season deliverability from the North Lansing
Field. However, as described in greater detail in Exhibit H of its application, Natural
asserts that the impact of the lower late-season deliverability from North Lansing due to
the 5 Bcf reduction in cushion gas inventory will be more than offset by the increase in
peak-day withdrawal at the Keota Storage Field, the additional cycle of the Keota Storage
Field in the late season, the increased flexibility that the facilities proposed herein will
provide at its Herscher Galesville Storage Field (Natural’s primary market-area peaking
storage field), and the increased ability to withdraw gas from Natural’s Sayre Field
resulting from Natural’s blanket certificate authorization to increase the maximum
allowable operating pressure (MAOP) of the Sayre field in Docket No. CP11-529-000,
which went into effect on October 15, 2011. See Application at 14; Exhibit H at 10-12.

1 Natural states that the facilities it proposes to abandon are scheduled to be
replaced as part of Natural’s ongoing Mechanical Integrity Program. That program is
designed to replace aging facilities.

12 see Application at 15-16 for a history of the installation of all compressor units
and increases in horsepower at CS 310.

13 See Application at 17-18 for a history of the installation of all compressor units
and increases in horsepower at CS 311.

' Natural states that as a result of abandoning Units 2, 4, and 5 at CS 311, it will
sever the connections of Units 2, 4, and 5 to the jacket-water mass cooling system which
(continued...)



Docket No. CP11-547-000 -7-

18.  Natural indicates that it intends to keep the abandoned units at CS 310 and CS
311for spare parts, which are difficult to obtain. Natural also maintains that
abandonment of the compressor units will reduce noise levels at CS 310 and CS 311.
Natural contends that the most cost effective way to replace these units is by the proposed
construction CS 206A. Natural proposes to continue to utilize all of the units proposed to
be abandoned until such time as the new compressor unit to be installed at CS 206A has
been commissioned.

19.  Natural also requests authority to abandon by removal existing dual six-inch meter
runslaét CS 205, which will be replaced by the proposed dual 10-inch meter runs at CS
205.

D. Rolled-In Rate Treatment

20.  Natural requests a pre-determination that it may roll the costs associated with the
proposed facilities into its system rates in a future NGA section 4 rate case. Natural
maintains that rolling the costs of the proposed facilities into its systemwide rates is
appropriate since the purpose of the project is to provide operational benefits to Natural’s
existing customers, and Natural is not proposing to offer any new services using the new
facilities.

I11. Public Notice and Intervention

21.  Notice of Natural’s application was published in the Federal Register on October
7, 2011 (76 Fed. Reg. 62,395). Timely, unopposed motions to intervene were filed by
Atmos Energy Corporation; Black Hills Utility Holdings, Inc. d/b/a/ Black Hills Energy;
Nicor Gas; North Shore Gas Company and the Peoples Gas Light and Coke Company
(Jointly); and Trunkline Gas Company, LLC. Timely, unopposed motions to intervene
are granted by operation of Rule 214 of the Commission’s Rules of Practice and
Procedure.”® No party filed a protest to Natural’s application.

currently cools Units 1-7. Natural explains that once Units 2, 4, and 5 have been severed,
it will modify the jacket-water cooling system into a unitized system for Units 1, 3, 6, and
7 at CS 311, pursuant to section 2.55(a) of the Commission’s Rules and Regulations.

Natural states that the cost of the resulting unitized system is approximately $1.2 million.

1> Natural states it will also remove section 2.55(a) auxiliary facilities comprised
of four 8-inch elbows, four 6-inch valves, and appurtenances.

118 C.F.R. § 385.214 (2012).
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IV. Discussion

22.  Since Natural seeks to construct, operate, and abandon facilities used in the
transportation of natural gas in interstate commerce subject to the jurisdiction of the
Commission, the proposal is subject to the requirements of subsections (b), (c), and (e) of
section 7 of the NGA.

A. Certificate Policy Statement

23.  The Certificate Policy Statement provides guidance for evaluating proposals to
certificate new construction.’” The Certificate Policy Statement established criteria for
determining whether there is a need for a proposed project and whether the proposed
project will serve the public interest. The Certificate Policy Statement explained that in
deciding whether to authorize the construction of major new natural gas facilities, the
Commission balances the public benefits against the potential adverse consequences.
The Commission’s goal is to give appropriate consideration to the enhancement of
competitive transportation alternatives, the possibility of overbuilding, subsidization by
existing customers, the applicant’s responsibility for unsubscribed capacity, the
avoidance of unnecessary disruptions of the environment, and the unneeded exercise of
eminent domain in evaluating new construction.

24.  Under this policy, the threshold requirement for pipelines proposing new projects
is that the pipeline must be prepared to financially support the project without relying on
subsidization from its existing customers. The next step is to determine whether the
applicant has made efforts to eliminate or minimize any adverse effects the project might
have on the applicant’s existing customers, existing pipelines in the market and their
captive customers, or landowners and communities affected by the construction. If
residual adverse effects on these interest groups are identified after efforts have been
made to minimize them, the Commission will evaluate the project by balancing the
evidence of public benefits to be achieved against the residual adverse effects. This is
essentially an economic test. Only when the benefits outweigh the adverse effects on
economic interests will the Commission proceed to complete the environmental analysis
where other interests are considered.

1. Subsidization by Existing Customers

25.  As discussed above, the threshold requirement for pipelines proposing new
projects is that the pipeline must be prepared to financially support the project without
relying on subsidization from existing customers. The Certificate Policy Statement

7 Certification of New Interstate Natural Gas Pipeline Facilities, 88 FERC
161,227 (1999), order on clarification, 90 FERC { 61,128, order on clarification,
92 FERC 1 61,094 (2000) (Certificate Policy Statement).
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provides that it is not a subsidy for existing customers to pay for projects designed to
replace existing capacity or improve the reliability or flexibility of existing service.'® In
this case, Natural designed its Natural’s 2012 Storage Optimization Project to benefit all
of its existing customers by enhancing the withdrawal capability of its Keota Storage
Field and the late-season deliverability of that field, giving Natural the flexibility to
withdraw gas from the Loudon and North Lansing Storage Fields simultaneously, and
reducing the cushion gas at the North Lansing Field in order to remedy a working gas
impoundment problem. In addition, Natural will replace aging compressor units that
Natural has identified for replacement. Finally, no existing customers protested Natural’s
proposals. Thus, the Commission finds that approval of Natural’s proposal will not result
in subsidization by existing customers.

2. Effect on Existing Customers, Competing Pipelines, and Captive
Customers

26.  Natural’s proposal will have no adverse impact on Natural’s existing customers.
Although Natural indicates that reducing the cushion gas inventory at the North Lansing
Storage Field and operating the storage reservoir at a lower operational cushion gas level
could result in the reduction of late-season deliverability from the North Lansing Field,
Natural states that any reduction in North Lansing deliverability will be offset by
deliverability increases at the Keota Storage Field (made possible by the instant project)
and the Sayre Storage Field (resulting from the blanket certificate authorizations in
Docket Nos. CP09-414-000 and CP11-529-000),* and by the ability to operate the
Herscher Galesville facility more flexibly based on the increase in transportation capacity
approved herein.?® Thus, existing customers should suffer no degradation of service as a
result of the project.

27.  The Commission further finds that the proposed project will have no adverse
impact on any existing pipelines or their captive customers, as no new services are
involved in the proposals. The Commission notes that no other pipeline protested or
raised concerns regarding Natural’s proposal.

18 Certificate Policy Statement, 88 FERC at 61,746, n.12, order on clarification,
90 FERC at 61,392-93.

9 An increase in average-day deliverability at the Sayre Storage Field took effect
under Natural’s blanket certificate on August 4, 2009 in Docket No. CP09-414-000,
while the increase in MAOP in Docket No. CP11-529-000, as noted, supra, took effect
on October 15, 2011.

20 see Application at Exhibit H.
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3. Effect on Landowners and Communities

28.  Natural’s proposed modifications at its existing Keota Storage Field and its North
Lansing Storage Field require no construction activities or acquisition of land. Similarly,
all of the proposed activities at CS 205, CS 310, and CS 311 will occur on previously
disturbed areas inside the existing compressor station yards owned by Natural. However,
the construction of new CS 206A will require acquisition of 14.55 acres of active
agricultural farmland, virtually all of which Natural intends to purchase from a private
landowner. Natural is currently in negotiations to acquire the rights to a 14.09-acre
parcel from the landowner.?! Further, no surrounding landowners protested or raised
concerns about Natural’s proposal. The Commission concludes that there should be
minimal impact from the project on landowners and the surrounding communities.

4, Conclusion

29.  The proposed construction of facilities at CS 205 will allow cycling of the Keota
Storage Field three times per year, enhancing withdrawal capability and late season
deliverability at that field. Further, the construction of CS 206A, which will facilitate the
replacement of aging compressor units at CS 310 and CS 311, will give Natural the
flexibility to withdraw gas from the Loudon and North Lansing storage facilities
simultaneously, allowing Natural to maintain a higher inventory late into the withdrawal
season at the Herscher Galesville Field. Moreover, the proposed CS 206A will increase
the Gulf Coast Mainline system throughput capacity by approximately 100 MMcf per day
to CS 113 from the point where volumes from the Loudon Storage Field are delivered to
the mainline, which will support market-area storage dispatch and serve the needs of
power generation customers. Finally, the 5 Bcf reduction of cushion gas at North
Lansing will allow Natural to respond to the gas impoundment occurring at that field,
without impacting the level of service that Natural provides.

30.  Based on the benefits the project will provide and the lack of identifiable adverse
Impacts on existing customers, existing pipelines or their customers, and minimal impacts
on landowners and neighboring communities, the Commission finds, consistent with the
Certificate Policy Statement and section 7(c) of the NGA, and subject to the
environmental discussion below, that the public convenience and necessity requires
approval of Natural’s proposals.

2! Natural also proposes to upgrade an existing farm lane to use as an access road,
which constitutes the remaining 0.46 acre of the 14.55 acres required for CS 206A.
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B. Abandonment

31.  Natural proposes to abandon in place two compressor units at CS 310 and three
compressor units at CS 311. The replacement of the five aging compressor units at CS
310 and CS 311 is necessary to preserve the mechanical integrity of Natural’s compressor
stations. The new compressor unit at new CS 206A will replace the compression
proposed to be abandoned at CS 310 and CS 311. Thus, the Commission finds that
Natural’s proposed abandonment of its compression facilities is in the public interest.
Accordingly, the Commission will grant Natural the requested authority under section
7(b) of the NGA to abandon in place compressor Units 1 and 7 at CS 310 and compressor
Units 2, 4, and 5 at CS 311. The Commission also finds Natural’s proposed
abandonment of the existing dual six-inch meter runs at CS 205 to be in the public
interest, as they are being replaced by new dual 10-inch meter runs as part of the
construction of the new compression facilities at CS 205.

C. Rates

32.  Natural requests that the Commission make a preliminary determination that it is
appropriate for Natural to roll the costs of the proposed facilities into its system rates in a
future NGA section 4 rate case. Natural contends that such roll-in of project costs in a
future section 4 rate case is justified because the proposed facilities will provide
operational benefits to Natural’s customers. In addition, Natural states that based on an
impact analysis it performed, rolling in the capital costs of the project % into its existing
base transportation and storage rates results in a minimal increase in rates. ** However,
Natural asserts that any rate impact would occur only if and when Natural files a section
4 rate case, and that it is precluded under the terms of its Docket No. RP10-147-000
settlement from making such a filing until at least April 1, 2016. **

33.  Natural also states that there would be minimal impact overall on Natural’s fuel
rates.”® Natural asserts that the installation of the new electric compressor at CS 206A
would likely reduce fuel usage on Natural’s system. Natural notes that both the

22 Natural states that the incremental capital costs net of the capital dollars that
would have been spent to address the mechanical integrity issues at CS 310 and 311 are
$25,885,839, and the associated cost of service is $5,358,147 (see Application at
Exhibit P).

23 See Natural’s Application at Exhibit Z-1.

24 See Natural Gas Pipeline Co. of America LLC, 132 FERC { 61,082 (2010)
(Commission Letter Order Approving Uncontested Settlement).

% See Natural’s Application at Exhibit P.
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installation of CS 206A at the junction of where the Loudon Storage Lateral
interconnects with the Gulf Coast Mainline system, and the greater efficiency of the new
unit at CS 206A compared to the 1950’s and 1960’s vintage compressor units being
replaced at CS 310 and CS 311, are likely to result in more efficient operations and
reduced fuel usage. While Natural notes that there will be an increase in fuel usage at the
Keota Storage Field associated with the proposed 3,550 hp gas compressor at CS 205,
Natural states that since it is maintaining its same working gas inventory level, any
additional fuel usage that occurs from the multiple cycling of the field will be offset by
reduced fuel usage at Natural’s other storage fields, as discussed in Exhibit P. Natural
concludes that the operational benefits that will result from the installation of the
proposed facilities offset any minor rate impact that potentially will result after the rate
moratorium expires.

34.  The Commission recognizes that projects designed to benefit existing customers
does not constitute a subsidy. Thus, the Commission finds that it is appropriate for
Natural to seek to roll into its system rates the costs of the proposed facilities, absent any
significant change in circumstances, when it makes its next general section 4 rate filing.
Accordingly, the Commission grants Natural’s request for a pre-determination that it may
do so at that time.

D. Engineering

35.  Based on an engineering analysis of Natural’s 2012 Optimization Project
conducted by the Commission’s staff, the Commission concludes that the engineering
and geologic information filed by Natural supports its proposal. Specifically, once the
additional facilities are constructed, Natural’s Keota Storage Facility should be capable of
a peak-day deliverability of up to 100 MMcf per day, and should be able to fully cycle
three times per year. Additionally, Natural’s proposal will increase the capacity on the
portion of the Gulf Coast Mainline from the Loudon Storage Field to CS 113 by 100
MMcf per day.

36.  With respect to Natural’s proposal to reduce the operational cushion gas level at
its North Lansing facility, the Commission concludes that Natural’s proposal is an
appropriate step to help reduce gas impoundment issues at the North Lansing Storage
Field. By allowing Natural to remove up to 5 Bcf of operational cushion gas from the
North Lansing field, Natural can effectively lower the pressure in the reservoir when
customers do not cycle the entire working gas inventory during the withdrawal season.
Further, Natural’s proposal will not impact late-season deliverability because Natural’s
other proposals herein and in other dockets, as described above, will increase the overall
deliverability capabilities of its storage system. Moreover, because the 5 Bcf will be
classified as operational cushion gas, Natural can still re-inject the gas into the North
Lansing facility from another storage facility on Natural’s system in the event of an
unanticipated decrease in late-season deliverability.
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37.  Natural must comply with the engineering conditions listed in the ordering
paragraphs requiring Natural to meet the maximum certificated capacity levels of the
North Lansing Storage facility and the maximum daily withdrawal rate of the Keota St.
Peter Storage facility, and to file an annual report with the Commission.

E. Environment

38.  On November 1, 2011, the Commission staff issued a Notice of Intent to Prepare
an Environmental Assessment (NOI). The NOI was published in the Federal Register?
and mailed to approximately 220 interested parties, including federal, state, and local
government officials; agency representatives; environmental and public interest groups;
Native American tribes; local libraries and newspapers; and affected property owners.
The Commission received two comment letters in response to the NOI. The Bureau of
Land Management Eastern States Office filed comments stating that they had no
jurisdiction or authority over the project, and the Illinois Historic Preservation Agency
(Hlinois SHPO) requested that an archaeological survey be conducted because the project
area had not been previously surveyed and may contain prehistoric or historic
archeological resources.

39. To satisfy the requirements of the National Environmental Policy Act of 1969, the
Commission’s staff prepared and placed into the public record on February 1, 2012 an
environmental assessment (EA) for Natural’s 2012 Storage Optimization Project. The
Commission has not received any public comments regarding the EA.

40.  The analysis in the EA addresses geology, soils, water resources, wetlands,
vegetation, fisheries, wildlife, threatened and endangered species, land use, cultural
resources, air quality, noise, safety, cumulative impacts, and alternatives. The EA also
responds to the Illinois SHPO’s request, noting that on July 28, 2011, Natural’s cultural
resources consultant provided the Illinois SHPO with a copy of its archeological survey
report for CS 206A, which the Illinois SHPO accepted by letter dated August 8, 2011.%’
Further, the EA finds that no cultural properties or properties of religious or cultural
importance to Indian tribes were identified in the area of potential effect by Natural, its
cultural resources consultant, the lowa and Illinois SHPOs, the consulted federal
agencies, or the contacted Indian tribes. The EA concludes that the project will have no
effect on archeological resources. 2

2676 Fed. Reg. 69,717 (Nov. 9, 2011).
"EA at 21.

28 See EA at 21-24.
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41. Based on the analysis in the EA, the Commission concludes that if the project
facilities are constructed, operated, and abandoned in accordance with Natural’s
application and supplements, and in compliance with the environmental conditions in the
Appendix to this order, approval of this proposal would not constitute a major federal
action significantly affecting the quality of the human environment.

42.  Any state or local permits issued with respect to the jurisdictional facilities
authorized herein must be consistent with the conditions of this certificate. The
Commission encourages cooperation between interstate pipelines and local authorities.
However, this does not mean that state and local agencies, through application of state or
local laws, may prohibit or unreasonably delay the construction or operation of facilities
approved by this Commission.?

43.  Athearing held on May 17, 2012, the Commission on its own motion, received
and made a part of the record all evidence, including the application(s), as supplemented,
and exhibits thereto, submitted in this proceeding and upon consideration of the record,

The Commission orders:

(A) A certificate of public convenience and necessity is issued to Natural
authorizing it to construct and operate the 2012 Storage Optimization Project facilities, as
described and conditioned herein and as more fully described in Natural’s application and
supplements.

(B)  The certificate issued in Ordering Paragraph (A) is conditioned on:

(1) Natural’s facilities being made available for service within 18 months of
the date of the order in this proceeding, as required by section 157.20(b) of
the Commission’s regulations;

(2) Natural’s compliance with all applicable Commission regulations under
the NGA, particularly the general terms and conditions set forth in Parts
154, 157, and 284, and paragraphs (a), (c), and (e) of section 157.20 of the
regulations; and

(3) Natural’s compliance with the environmental conditions listed in the
Appendix to this order.

»See, e.g., Schneidewind v. ANR Pipeline Co., 485 U.S. 293 (1988); National Fuel
Gas Supply v. Public Service Commission, 894 F.2d 571 (2d Cir. 1990); and Iroquois Gas
Transmission System, L.P., et al., 52 FERC 1 61,091 (1990) and 59 FERC Y 61,094
(1992).
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(C)  The maximum inventory of natural gas stored in Natural’s North Lansing
Storage field shall not exceed the certificated levels of 156 Bcf at a maximum reservoir
pressure of 3,191 psia, with 96 Bcf of working gas capacity and 60 Bcf of cushion gas
capacity (55 Bcf of which is permanent cushion gas capacity and 5 Bcf is operational
cushion gas capacity) at 14.73 psia and 60 degrees Fahrenheit without prior Commission
approval.

(D)  The maximum daily withdrawal rate at the Keota St. Peter Storage Field
shall not exceed 100 MMcf per day. All other certificated parameters
remain unchanged.

(E)  Inorder to inform the Commission of its efforts to mitigate and reverse the
impoundment of gas at North Lansing, Natural shall file an annual report (to coincide
with the termination of the withdrawal cycle) that includes the following:

(1) The average reservoir pressure and inventory at the beginning and end
of the withdrawal cycle;

(2) The date and quantity of any injections or withdrawals of operational
cushion gas inventory;

(3) Any reservoir or geological study conducted by Natural to assess the
impoundment of gas.

The reports shall continue to be filed until Natural can show that the impoundment of gas
has been effectively mitigated.

(F)  Natural is granted permission and approval under NGA section 7(b) to
abandon Compressor Units 1 and 7 at Compressor Station 310, Compressor Units, 2, 4,
and 5 at Compressor Station 311, and the dual six-inch meter runs at Compressor Station
205, as described herein, subject to compliance with Part 157 of the Commission’s
regulations and the conditions of this order. The facilities shall be abandoned within 18
months of the date of this order.

(G) Natural shall notify the Commission’s staff within ten (10) days of the
effective date of each abandonment of the facilities to implement the abandonment
authority granted in Ordering Paragraph (F).

(H) Natural’s request for a pre-determination that it may roll the costs
associated with the proposed facilities into its system rates in a future NGA section 4 rate
case is granted, absent any significant change in circumstances.
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()] Natural shall notify the Commission’s environmental staff by email,
telephone, or facsimile of any environmental non-compliance identified by other federal,
state, or local agencies on the same day that such agency notifies Natural. Natural shall
file written confirmation of such notification with the Secretary of the Commission
within 24 hours.

By the Commission.

(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary
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Appendix

Environmental Conditions for Natural’s 2012 Storage Optimization Project

1.

Natural shall follow the construction and abandonment procedures, and
mitigation measures described in its application and supplements (including
responses to staff data requests) and as identified in the EA, unless
modified by the Order. Natural must:

a. request any modification to these procedures, measures, or
conditions in a filing with the Secretary of the Commission
(Secretary);

b. justify each modification relative to site-specific conditions;

C. explain how that modification provides an equal or greater level of
environmental protection than the original measure; and

d. receive approval in writing from the Director of the Office of Energy

Projects (OEP) before using that modification.

The Director of OEP has delegated authority to take whatever steps are
necessary to ensure the protection of all environmental resources during
construction, abandonment, and operation of the project. This authority
shall allow:

a. the modification of conditions of the Order; and

b. the design and implementation of any additional measures deemed
necessary (including stop-work authority) to assure continued
compliance with the intent of the environmental conditions as well
as the avoidance or mitigation of adverse environmental impact
resulting from project construction, abandonment, and operation.

Prior to any construction or abandonment of facilities, Natural shall file
an affirmative statement with the Secretary, certified by a senior company
official, that all company personnel, environmental inspectors (Els), and
contractor personnel will be informed of the EI’s authority and have been
or will be trained on the implementation of the environmental mitigation
measures appropriate to their jobs before becoming involved with
construction and restoration activities.

The authorized facility locations shall be as shown in the EA. As soon as
they are available, and before the start of construction, Natural shall file
with the Secretary any revised detailed survey maps/sheets at a scale not
smaller than 1:6,000 with station positions for all facilities approved by the
Order. All requests for modifications of environmental conditions of the
Order or site-specific clearances must be written and must reference
locations designated on these maps/sheets.
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5. Natural shall file with the Secretary detailed maps/sheets and aerial
photographs at a scale not smaller than 1:6,000 identifying all facility
relocations, and staging areas, pipe storage yards, new access roads, and
other areas that would be used or disturbed and have not been previously
identified in filings with the Secretary. Approval for each of these areas
must be explicitly requested in writing. For each area, the request must
include a description of the existing land use/cover type, documentation of
landowner approval, whether any cultural resources or federally listed
threatened or endangered species would be affected, and whether any other
environmentally sensitive areas are within or abutting the area. All areas
shall be clearly identified on the maps/sheets/aerial photographs. Each area
must be approved in writing by the Director of OEP before construction in
or near that area.

This requirement does not apply to extra workspace allowed by our Upland
Erosion Control, Revegetation, and Maintenance Plan and/or minor field
realignments per landowner needs and requirements which do not affect
other landowners or sensitive environmental areas such as wetlands.

Examples of alterations requiring approval include all facility location
changes resulting from:

a. implementation of cultural resources mitigation measures;

b. implementation of endangered, threatened, or special concern
species mitigation measures;

C. recommendations by state regulatory authorities; and

d. agreements with individual landowners that affect other landowners

or could affect sensitive environmental areas.

6. Within 60 days of the acceptance of the certificate and before
construction or abandonment begins, Natural shall file an
Implementation Plan with the Secretary for review and written approval by
the Director of OEP. Natural must file revisions to the plan as schedules
change. The plan shall identify:

a. how Natural will implement the construction, and in-place
abandonment procedures and mitigation measures described in its
application and supplements (including responses to staff data
requests), identified in the EA, and required by the Order;

b. how Natural will incorporate these requirements into the contract bid
documents, construction contracts (especially penalty clauses and
specifications), and construction drawings so that the mitigation
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required at each site is clear to onsite construction and inspection
personnel,

the number of Els assigned, and how the company will ensure that
sufficient personnel are available to implement the environmental
mitigation;

company personnel, including Els and contractors, who will receive
copies of the appropriate material;

the location and dates of the environmental compliance training and
instructions Natural will give to all personnel involved with
construction and restoration (initial and refresher training as the
project progresses and personnel change);

the company personnel (if known) and specific portion of Natural's
organization having responsibility for compliance;

the procedures (including use of contract penalties) Natural will
follow if noncompliance occurs; and

for each discrete facility, a Gantt or PERT chart (or similar project
scheduling diagram), and dates for:

(1)  the completion of all required surveys and reports;

(2)  the environmental compliance training of onsite personnel;

(3)  the start of construction and activities associated with the in-
place abandonment of facilities; and

(4) the start and completion of restoration.

7. Natural shall employ at least one EI per construction facility in lowa and
one EI for the project construction and abandonment work in Illinois. The
El(s) shall be:

a.

responsible for monitoring and ensuring compliance with all
mitigation measures required by the Order and other grants, permits,
certificates, or other authorizing documents;

responsible for evaluating the construction contractor's
implementation of the environmental mitigation measures required
in the contract (see condition 6 above) and any other authorizing
document;

empowered to order correction of acts that violate the environmental
conditions of the Order, and any other authorizing document;
responsible for documenting compliance with the environmental
conditions of the Order, as well as any environmental
conditions/permit requirements imposed by other federal, state, or
local agencies; and

responsible for maintaining status reports.
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8.

10.

11.

Beginning with the filing of its Implementation Plan, Natural shall file
updated status reports with the Secretary on a biweekly basis until all
construction, in-place abandonment, and restoration activities are complete.
On request, these status reports will also be provided to other federal and
state agencies with permitting responsibilities. Status reports shall include:

a. an update on Natural’s efforts to obtain the necessary federal
authorizations;
b. the construction status of the project, work planned for the following

reporting period, and any schedule changes for work in other
environmentally-sensitive areas;

C. a listing of all problems encountered and each instance of
noncompliance observed by the EI(s) during the reporting period
(both for the conditions imposed by the Commission and any
environmental conditions/permit requirements imposed by other
federal, state, or local agencies);

d. a description of the corrective actions implemented in response to all
instances of noncompliance, and their cost;

e. the effectiveness of all corrective actions implemented;

f. a description of any landowner/resident complaints which may relate

to compliance with the requirements of the Order, and the measures
taken to satisfy their concerns; and

g. copies of any correspondence received by Natural from other
federal, state, or local permitting agencies concerning instances of
noncompliance, and Natural’s response.

Prior to receiving written authorization from the Director of
OEP to commence construction of any project facilities, Natural
shall file with the Secretary documentation that it has received all
applicable authorizations required under federal law (or evidence of
waiver thereof).

Natural must receive written authorization from the Director of OEP before
placing the project into service. Such authorization will only be granted
following a determination that rehabilitation and restoration of the facility
sites and other areas affected by the project are proceeding satisfactorily.

Within 30 days of placing the authorized facilities in service, Natural
shall file an affirmative statement with the Secretary, certified by a senior
company official:

a. that the facilities have been constructed and abandoned in
compliance with all applicable conditions, and that continuing
activities will be consistent with all applicable conditions; or



Docket No. CP11-547-000 -21-

12.

13.

14.

b. identifying which of the certificate conditions Natural has complied
with or will comply with. This statement shall also identify any
areas affected by the project where compliance measures were not
properly implemented, if not previously identified in filed status
reports, and the reason for noncompliance.

Prior to construction of CS206A, Natural shall file with the Secretary a
site geotechnical characterization report for the review and approval by the
Director of OEP. The report shall include:

a. locations and results of testing;

b. a discussion on the potential for soil liquefaction at the proposed
facility; and

C. the specific engineering controls, if necessary to minimize the

effects of potential soil liquefaction.

No later than 60 days after placing CS 206A in service, Natural should file
noise surveys with the Secretary. If the noise attributable to the operation
of all of the equipment at the station at full load exceeds an L4, of 55 dBA
at any nearby NSAs, Natural should install additional noise controls to the
meet the level within one year of the in service date. Natural should
confirm compliance with the above requirement by filing a second noise
survey with the Secretary no later than 60 days after it installs the
additional noise controls.

No later than 60 days after placing the new unit at CS 205 in service,
Natural should file noise surveys with the Secretary. If the noise
attributable to the operation of all of the equipment at the station at full load
exceeds an Ly, of 55 dBA at any nearby NSAs, Natural should install
additional noise controls to the meet the level within one year of the in
service date. Natural should confirm compliance with the above
requirement by filing a second noise survey with the Secretary no later
than 60 days after it installs the additional noise controls.



