UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissoners. Pat Wood, 111, Chairman;
William L. Massey, and Nora Mead Brownell.

Petal Gas Storage, L.L.C. Docket No.  CP02-387-001

ORDER CLARIFYING PRIOR ORDER
(Issued June 9, 2003)

1 On March 31, 2003, Petal Gas Storage, L.L.C. (Petd) filed atimely request for
rehearing and clarification of the order issued in Petal Gas Storage, L.L.C. on

February 28, 2003 (February 28 order).1 Peta seeks rehearing or clarification of certain
of the engineering conditions imposed in the February 28 order. For reasons stated below,
we will grant Petal's requests for clarification of the February 28 order.

Background

2. The February 28 order authorized Petal to congtruct and operate a new natural gas
storage cavern (Cavern No. 8), convert an existing subsurface brine storage cavernto a

naturd gas storage cavern (Cavern No. 3), and ingtal a 5,000 horsepower compressor unit

a its exiding storage facility in Forrest County, Mississippi in order to provide an

additional 8 Bcf of working gas capacity and an additional 800 MMcf per day of withdrawal
capacity. Additionally, the February 28 order granted Petal authority to charge market-

based rates for storage services to be provided through the proposed facilities and waived

those parts of the Commission's regulations requiring the submisson of cost data.

3. The February 28 order directed Petal to comply with a number of engineering
conditions, as set forth in Appendix A of that order. Two of those conditions, Engineering
Conditions"C" and "E" are the subject of Petal's request for rehearing and clarification.

4, Engineering Condition "C" provides that "Petd shal twice annudly, conduct a lesk
detection test after gas storage in each cavern begins to demondtrate the integrity of the
cavern and wellbore, casing shoe, and wellhead. In addition, Petd shdl determine and file
any leak ratesif and when detected.”
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5. Engineering Condition "E" requires that "Peta shal assemble, test and maintain an
emergency shutdown system.”

Requestsfor Rehearing or Clarification
A. Engineering Condition " C"

6. Petd contends that Engineering Condition "C"'s requirement for lesk detection tests
twice annudly would require that Petdl take each cavern out of service for three to four
daysin order to perform each tet. Petd statesthat the State of Mississppi requires that
such tests be performed every five years. Petal contends that this requirement
gopropriately ensures the ongoing integrity of Petal's existing caverns, and would be
appropriate for the new storage caverns authorized in the February 28 order. Petd asserts
that it has higtoricaly complied with the State of Missssppi's requirements regarding lesk
detection testing, and that it will continue to do so. Consequently, Petal clams that the
requirements of Engineering Condition "C" impose an unreasonable and disruptive burden
on Peta and its cusomers. Peta requests that the Commission modify this requirement to
one that permits Petal to comply with Mississippi's requirement that leak detection tests be
performed every five years.

Commission Response

7. For safety purposes and to verify that the cavern is devel oped properly, the
Commission requires semi-annud lesk detection tests to be performed during the
congtruction and development of sdt cavern storage facilities. Under Section 157.214(c)
of the Commission's regulati ons,? semi-annudl reports, including reports of leakage of
injected gas3 are required to be filed on a semi-annual bass until the storage inventory
volume reaches or closely gpproximates the full authorized capecity, a which timethe
filing of the semi-annua report will be discontinued unless otherwise ordered by the
Commission. Engineering Condition "G" of the February 28 order directs Petd to comply
with these semi-annud reporting requirements.

8. Conggtent with the reporting requirements of Section 157.214(c) of the
Commission's regulations, we will clarify that Petd's requirement to perform semi-annua
leak detection tests under Engineering Condition "C" will be discontinued one yeer after the
gorage inventory volume reaches or closely gpproximates the full authorized capacity,
unless otherwise ordered by the Commission. Since these tests are conducted during the

18 C.F.R. § 157.214(c).

3\d. at subdivision (3).
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development of the storage caverns, these tests will not impose unreasonable disruptions
and burdens on Petdl and Petd's customers. We note that this darification in no way aters
or affects Petd's obligations to comply with the State of Mississppi's requirements
regarding leak detection tests.

B. Engineering Condition " E"
9. Petd ds0 seeks darification that its existing emergency shutdown system and
procedures that it has in place for its existing storage caverns, made applicable to the
facilities goproved in the February 28 order, will satisfy Engineering Condition "E."
Commission Response
10.  Wewill darify that Petd will satisfy Engineering Condition "E" by expanding Petd's
existing emergency shut-down system and procedures to include the new storage facilities

authorized in the February 28 order.

The Commission orders:

The February 28 order in this proceeding is clarified as discussed in the body of this
order.

By the Commission.

(SEAL)

MagdieR. Sdas,
Secretary.



