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. DESCRI PTI ON OF REQUEST

On August 14, 1995, as supplenented on Septenber 5, 1995,
Nati onal Steel Corporation (National Steel) filed an application
with the Ofice of Fossil Energy of the Departnent of Energy

(DOE), under section 3 of the Natural Gas Act (NGA)1l/ and DOE

Del egati on Order Nos. 0204-111 and 0204- 127, for authorization

to inport and export natural gas fromand to Canada

Specifically, National Steel requests authorization to inmport up
to 500 Bcf per year of natural gas from Canada, and to export up
to 280 Bcf per year of natural gas to Canada, for a period of ten
years beginning on the date of the initial inport or export
delivery, whichever occurs first. National Steel, a Del aware
corporation with its principal place of business in M shawaka,

I ndiana, is 32 percent publicly owned, and 68 percent owned by
NKK Cor poration, a Japanese corporation. National Steel wll use
existing pipeline facilities to transport the gas.

National Steel states it will use the inported gas vol unes
inits various manufacturing facilities, including |locations in
M chi gan, Indiana, Illinois, and M nnesota. Additionally,
National Steel plans to export gas volunmes for injection into
storage |locations in Canada for subsequent inportation back into
the United States. National Steel states that it plans to obtain
gas supplies fromboth foreign and donestic suppliers, and has
executed a 10-year gas supply agreenent with Direct Energy
Mar keti ng, Ltd. of Toronto, Ontario for part of its anticipated

gas requirenments. This agreenent is effective from Novenber 1




1/ 15 U.Ss.C. 0O 717b.



2
1995 through April 1, 2000. The gas price under this agreenent
will be a nonthly index price equal to the sinple average of the
NYMEX settl ement prices for the last three days of each nonth
during the termof the agreement, |less $0.68/ MvBtu (U.S.).
National Steel will maintain a diverse supply source portfolio,
and plans to negoti ate other gas purchase agreenents.

Under this proposed inport/export arrangenent,
transportati on and storage services will be provided by
TransCanada Pipelines Limted, Union Gas Limted, and St. Clair
Pipeline Ltd. (SCPL). However, National Steel states that, due
to the conpetitive nature of the natural gas market, it does not
currently know who all of its suppliers, transporters, and
storage providers will be. Therefore, National Steel requests
aut horization to conduct inport and export transactions at any
poi nt on the international border

Nati onal Steel has also entered into a conprehensive
delivery service contract with SCPL, which was effective April 1,
1995. Under this contract, SCPL will transport gas vol unmes
purchased by National Steel from various Canadi an producers, and
deliver those volunes at the interconnection of Panhandl e Eastern
Pi pel i ne Conmpany and Union Gas Limted, near Wndsor, Ontario.
SCPL will also provide storage and | oad bal anci ng services in
connection with these gas volunes. Because this contract has an
initial termof 5 years, with the option to extend for an
additional 5 years, National Steel requests a 10-year termfor

the inmport/export authorization
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Additionally, National Steel requests that its current
bl anket authorization be term nated because it will be redundant
when the requested authorization is issued. Specifically, in

DOE/ FE Order No. 1017 (Order 1017)2/, National Steel is

authorized to inport up to 125 Bcf of natural gas from Canada and
to export up to 75 Bcf of natural gas to Canada. Deliveries
began under Order 1017 on January 1, 1995.
[r. FINDONG

The application filed by National Steel has been eval uated
to determne if the proposed inport/export arrangenent neets the
public interest requirenment of section 3 of the NGA, as anended
by section 201 of the Energy Policy Act of 1992 (Pub. L. 102-
486). Under section 3(c), the inportation or exportation of
natural gas fromor to a nation with which there is in effect a
free trade agreenent requiring national treatnment for trade in
natural gas is deened to be consistent with the public interest
and nust be granted wi thout nodification or delay. The
aut horization sought by National Steel to inport and export
natural gas fromand to Canada, a nation with which a free trade
agreenent is in effect, neets the section 3(c) criterion and,

therefore, is consistent with the public interest.

2/ See 1 FE 0O 71,071 (Decenber 30, 1994).
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ORDER

Pursuant to section 3 of the Natural Gas Act, it is ordered
t hat :

A. Nati onal Steel Corporation (National Steel) is
authorized to inport up to 500 Bcf per year of natural gas from
Canada, and to export up to 280 Bcf per year of natural gas to
Canada, for a period of ten years, beginning on the date of the
initial inmport or export delivery, whichever occurs first. These
aut horized transactions may take place at any United States
bor der point.

B. National Steel shall file with DOE all executed supply
contracts pertaining to the gas to be inported and exported under
this authorization, which have durations of nore than two years,
wi thin 15 days of their execution.

C. Wthin two weeks after deliveries begin, National Stee
shall provide witten notification to the Ofice of Fuels
Programs (OFP), Fossil Energy, Room 3F-056, FE-50, Forresta
Bui | di ng, 1000 I ndependence Avenue, S.W, Washington, D.C. 20585,
of the date that the first inport or export delivery of natura
gas authorized in Ordering Paragraph A above occurred.

D. Wth respect to the natural gas inports and exports
aut horized by this Order, National Steel shall file with OFP
wi thin 30 days foll owing each cal endar quarter, quarterly reports
i ndi cati ng whether inports or exports of natural gas have been
made. Quarterly reports nust be filed whether or not initia

deliveries have begun. |If no inports or exports have been made,
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a report of "no activity" for that cal endar quarter nust be
filed. |If inports or exports occur, National Steel nust report
the following: (1) total nmonthly volumes in Mf; (2) the average
price of gas per MvBtu at the international border; (3) the nane
of the seller(s); (4) the nane of the purchaser(s); (5) the
estimated or actual duration of the agreenent; (6) the name of
the U S. transporter(s); (7) the point(s) of entry or exit; and
(8) the geographic market served (for inports, by state). For
i nport transactions only, the reports shall also include:
(1) whether sales are nade on an interruptible or firm basis;
and, if applicable, (2) the per unit (MvBtu) denmand/ commodity/
reservation charge breakdown of the contract price.

E. The first quarterly report required by Odering
Par agraph D of this Order is due not |ater than January 30, 1996,
and should cover the period fromthe date of this Order until the
end of the fourth cal endar quarter, December 31, 1995.

F. The authorization to inport and export natural gas
granted to National Steel pursuant to DOE/ FE Order No. 1017 is
her eby term nated.

I ssued in Washi ngton, D.C., on Cctober 25, 1995.

Ant hony J. Conp

Di rector

Ofice of Coal & Electricity
O fice of Fuels Prograns

O fice of Fossil Energy



