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UNITED STATES OF AMERICA 

FEDERAL ENERGY REGULATORY COMMISSION 
 
Before Commissioners:  Jon Wellinghoff, Chairman; 
                                        Philip D. Moeller, John R. Norris, 
                                        Cheryl A. LaFleur, and Tony Clark. 
 
Texas Eastern Transmission, LP 
Algonquin Gas Transmission, LLC 

Docket No.  CP11-56-003 

 
ORDER AMENDING CERTIFICATES 

 
(Issued October 4, 2013) 

 
1. On September 4, 2013, Texas Eastern Transmission, LP (Texas Eastern) and 
Algonquin Gas Transmission, LLC (Algonquin) (jointly, applicants) filed an application 
pursuant to section 7(c) of the Natural Gas Act (NGA) to amend the certificate 
authorizations issued by the Commission on May 21, 2012, for the New Jersey-New 
York Expansion Project (NJ-NY Project).1  The applicants request approval of Texas 
Eastern’s revised initial reservation recourse rate for service performed on the NJ-NY 
Project, which has an anticipated in-service date of November 1, 2013.  The revised rate 
reflects an overall increase in the NJ-NY Project’s construction costs from amounts 
initially projected in the underlying docket.  As discussed below, we will approve the 
requested amendment. 

I. Background 

2. The May 21 Order authorized Texas Eastern to construct and operate 
approximately 15.2 miles of new 30-inch pipeline from Staten Island, New York,  
through the cities of Bayonne and Hoboken in New Jersey, and terminating at a new 
interconnection in lower Manhattan.2  The NJ-NY Project will enable Texas Eastern to 
provide 800,000 dekatherms (Dth) per day of firm transportation service to the New 
Jersey and New York metropolitan area, with 730,000 Dth per day able to be sourced 
from receipt points on Algonquin’s system near Ramapo, New York, and Mahwah,  

  

                                              
1 Texas Eastern Transmission, LP, 139 FERC ¶ 61,138 (2012) (May 21 Order), 

order denying reh’g, 141 FERC ¶ 61,043 (2012). 

2 May 21 Order, 139 FERC ¶ 61,138 at P 7.  
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New Jersey (the Lease Receipt Points).  In addition, up to 100,000 Dth per day could be 
sourced from a receipt point on Texas Eastern’s system in Lambertville, New Jersey. 3  
Texas Eastern intends to lease 730,000 Dth per day of firm transportation capacity on 
Algonquin’s system for a primary term of 20 years under a Capacity Lease and Operating 
Agreement (Lease Agreement), with the path of the lease extending from the Lease 
Receipt Points to the custody transfer point at the Algonquin-Texas Eastern 
interconnection near Hanover, New Jersey.   

3. The May 21 Order approved the proposed Texas Eastern incremental FT-1 
reservation recourse rate of $18.666 per Dth per month as an initial recourse rate for 
service on the NJ-NY Project.  This rate was based on Texas Eastern’s projected first-
year total cost of service of $179,193,491, consisting of a $167,354,512 cost of service 
associated with the new 15.2 mile extension of Texas Eastern’s system plus a fixed 
annual cost of $11,838,979 to lease capacity on Algonquin’s existing system.   

4. The order rejected a proposed Texas Eastern incremental IT-1 rate of          
$0.6137 per Dth, calculated as the 100 percent load factor derivative of the proposed 
incremental FT-1 reservation recourse rate.  The Commission found that because Texas 
Eastern’s new 15.2 mile extension would be fully integrated with Texas Eastern’s 
existing system, Commission policy required the use of Texas Eastern’s current system 
IT-1 rate of $0.1953 per Dth for Zone M3 as the interruptible recourse rate for service   
on the NJ-NY Project facilities.4  However, the May 21 Order noted that such an 
interruptible rate would not reflect the significant costs associated with the combined 
leased capacity on Algonquin and extension of Texas Eastern’s system.5  Thus, the order 
stated that the Commission could not, under its current policy, authorize the proposed 
interruptible rate as structured.6 

                                              
3 The applicants note that the sum of the maximum daily receipt obligations at the 

Lease Receipt Points and at Lambertville may not exceed the 800,000 Dth per day 
capacity of the NJ-NY Project on any given day. 

4 May 21 Order, 139 FERC ¶ 61,138 at P 31 (citing Gulf South Pipeline, LP,     
130 FERC ¶ 61,015 (2010) and Kern River Gas Transmission Co., Opinion No. 486,   
117 FERC ¶ 61,077, at PP 313-314 and 326 (2006)).  

5 May 21 Order, 139 FERC ¶ 61,138 at Ordering Paragraph (H). 

6 Ordering Paragraph(H) of the May 21 Order stated that “Texas Eastern may 
propose to establish a separate rate zone with incremental firm and interruptible rates for 
the 15.2-mile extension in its compliance filing.”  Texas Eastern has elected not to 
propose a such rate zone. 
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II. Proposal 

5. The applicants propose to revise the Texas Eastern initial incremental reservation 
recourse rate that was approved by the May 21 Order to reflect the NJ-NY Project’s 
increased total cost of service, but do not propose a new rate design as was allowed by 
the May 21 Order.7  Specifically, the applicants request approval of the revised Texas 
Eastern FT-1 initial incremental reservation recourse rate of $26.060 per Dth per month 
in lieu of the rate of $18.666 per Dth per month that was approved by the May 21 Order.  
The revised reservation rate is based on a total first-year cost of service of $250,178,318, 
consisting of $243,565,318 for the facilities constructed by Texas Eastern and the 
$6,613,000 annual cost of the leased capacity,8 whereas the previously approved FT-1 
reservation recourse rate was based on a total first-year cost of service of $179,193,491.  
The applicants explain that the increased total cost of service primarily reflects contractor 
labor costs associated with the Texas Eastern extension that exceeded the contingency 
established for such costs.  They also note that the Lease Agreement between Texas 
Eastern and Algonquin has been amended to reduce Texas Eastern’s fixed annual lease 
payment to Algonquin from $11,838,979 to $6,613,000 to reflect a net decrease in capital 
costs related to the leased capacity.9 

6. Amended Exhibit P of the application includes a pro forma tariff record reflecting 
the proposed revised Texas Eastern incremental FT-1 recourse rate, as well as various 
schedules detailing the components of the project’s revised cost of service, and the 
derivation of the revised rate.  The application also includes Amended Exhibits I 
(Amendment to Capacity Lease and Operating Agreement), K (Cost of Facilities), and N 
(Revenues, Expenses and Income) to support the applicants’ proposed revised rate. 

  

                                              
7 Although the pro forma tariff record included in this filing sets forth revised 

incremental recourse Usage-2 and IT-1 charges for the NJ-NY Project, the applicants do 
not request approval of these charges.  The applicants explain that they will submit 
various filings in compliance with the May 21 Order on or before October 1, 2013, for 
the incremental rates for the Texas Eastern extension, actual tariff records with 
incremental rates, negotiated rate tariff records, and non-conforming service agreements. 

8 Application, Amended Exhibit P, Schedule 2. 

9 See Application at 6-7 and Exhibit I. 
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III. Notice and Intervention 

7. Notice of the amended application was published in the Federal Register on 
September 6, 2013.10  One timely, unopposed motion to intervene was filed jointly by 
Consolidated Edison Company of New York, Inc., Orange and Rockland Utilities, Inc., 
and Philadelphia Gas Works.  Timely, unopposed motions to intervene are granted by 
operation of Rule 214 of the Commission’s Rules of Practice and Procedure.11   No 
protests were filed. 

IV. Discussion 

8. Because revising the initial incremental cost-based recourse rates requires 
amending the authorization issued in the May 21 Order, the applicants’ request is subject 
to the jurisdiction of the Commission and the requirements of NGA sections 7(c) and (e). 

9. The May 21 Order approved the NJ-NY Project in light of the Commission’s 
Certificate Policy Statement12 and found that the applicants’ proposal was in the public 
convenience and necessity.  The proposed amendment does not alter that finding.  We 
will approve Texas Eastern’s proposed revised FT-1 initial incremental reservation 
recourse rate of $26.060 per Dth per month.  Based on a review of Amended Exhibits K, 
N, and P submitted by the applicants, we find that the revised rate is appropriately 
supported and reflects the same rate design and cost allocations as the initially approved 
rate.  The revised FT-1 recourse rate we are approving in this order is designed to recover 
annual costs associated with leasing capacity on Algonquin’s system as well as the 
construction of a 15.2 mile extension of Texas Eastern’s system. 

10. The Commission on its own motion received and made a part of the record in this 
proceeding all evidence, including the application(s), as supplemented, and exhibits 
thereto, submitted in support of the authorizations sought herein, and upon consideration 
of the record, 

  

 
                                              

10 78 Fed. Reg. 54,881 (2013). 

11 18 C.F.R. § 385.214 (2013).    

12 Certification of New Interstate Natural Gas Pipeline Facilities (Policy 
Statement), 88 FERC ¶ 61,227 (1999), clarified, 90 FERC ¶ 61,128, further clarified,    
92 FERC ¶ 61,094 (2000). 
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The Commission orders: 
 

(A)  The certificates issued in the May 21 Order are amended, as discussed in the 
body of this order.  In all other respects, the certificates are unchanged. 
 
 (B)  The proposed Texas Eastern revised Rate Schedule FT-1 initial reservation 
recourse rate is approved, as discussed in the body of this order.       
 

(C)  Texas Eastern’s compliance filings, as described herein and in the May 21 
Order, should include redlined tariff records reflecting any differences between the actual 
tariff records proposed in such filings and either the pro forma tariff record filed herein or 
currently effective tariff records, as appropriate. 
 
 By the Commission. 
 
( S E A L ) 
 
 
 

Nathaniel J. Davis, Sr., 
Deputy Secretary. 
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