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Lona T. Perry argued the cause for respondent. On the
brief were Cynthia A. Marlette, General Counsel, Federa
Ener gy Regul atory Conmi ssion, Dennis Lane, Solicitor, and
Laura J. Vallance, Attorney.

G Mark Cook and Howard L. Nel son were on the brief
for intervenor Tennessee Gas Pipeline Conpany. Shemn V.
Proctor entered an appearance.

Before: G nsburg, Chief Judge, Randol ph and Tat el
Circuit Judges.

pinion for the Court filed by Crcuit Judge Tatel

Tatel, Crcuit Judge: Petitioners challenge the Federa
Ener gy Regul atory Conmi ssion's approval of Tennessee Gas
Pi pel i ne Company's proposed nethod for awarding pipeline
capacity and allocating nmeter amendnents. Finding that the
Conmi ssi on engaged in reasoned decision making with re-
spect to both issues, we affirm

The Natural Gas Act ("NGA"), 15 U.S.C. s 717, et seq.
requi res that natural gas conpani es charge "just and reason-
able" rates for the transportation and sale of natural gas. Id.
s 717c(a). To pronote conpliance with this mandate, the Act
requires gas pipelines to file rate schedules with the Federa
Ener gy Regul atory Conmi ssion and to notify the Conm s-
sion of any subsequent changes in rates and charges. 1d.

s 717c(c), (d). On submssion of a tariff revision, the Com
m ssion may hold a hearing to determ ne whether the pipeline
has net its burden to show that the anended rates and
charges are "just and reasonable.” 1d. s 717c(e).

This case involves a proposed tariff revision that Tennessee
Gas Pipeline Conpany ("Tennessee") filed with FERC in

1996. In that revision, the conpany proposed adopti ng a net
present value, or "NPV," nethod to all ocate pipeline capacity
and to process so-called "nmeter anendnents.” Two aspects

of the revision are relevant here: whether Tennessee nust
i npose a cap on the length of bids for pipeline capacity, and
whet her it nust credit existing gas shippers' contracts for
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mai nl i ne capacity in evaluating nmeter anendnent requests.

W considered both issues in Process Gas Consuners G oup

v. FERC ("PGC 1") and, finding FERC s reasoni ng defective,
remanded to the Conm ssion for further proceedings. 177

F.3d 995, 997 (D.C. Gr. 1999). Here, we explain each issue in
turn, first outlining FERC s original position, then summari z-
ing our decision in PGC |, and finally describing the Comi s-
sion's orders on renmand--the subject of this petition

Capacity Allocation

Tennessee transports natural gas through a pipeline sys-
temstretching fromthe Gulf of Mexico to New Engl and.
H storically, the conpany awarded "firm capacity"--transpor-
tation for which the pipeline guarantees delivery, as distinct
from"interruptible capacity,” for which delivery can be de-
| ayed if and when the pipeline has insufficient capacity to
neet all custoners' denmands, see PCC |, 177 F.3d at 997 n.1
(internal quotation marks and citation omtted)--on a first-
come, first-served basis. The first shipper to subnit a re-
guest received the avail able capacity, even if the shipper only
requested service for a few days or weeks whil e others sought
transportation for |onger periods.

Recogni zing the inefficiency of this capacity allocation
met hod, Tennessee's 1996 tariff revision proposed adoption of
an NPV net hod, under which the conpany woul d announce
an "open season" whenever it wanted to sell capacity, accept a
range of bids, conpare the bids by discounting the val ue of
each bid to the present, and accept the bid with the highest
NPV. This new system the pipeline argued, would permt it
to award firmcapacity to those shippers who val ue the
capacity nost--that is, since rates are capped, to those
shi ppers offering the | ongest contracts.

Respondi ng to Tennessee's proposal, various parties, in-
cluding petitioner Process Gas Consuners G oup, an associ a-
tion of industrial users of natural gas, warned that although
FERC sets the maxi numrate Tennessee may charge for
transporting gas, the pipeline could exercise its market power
to induce shippers to bid for | onger contracts than they woul d
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in a conpetitive market. 1In other words, the commenters
worried that shippers would "us[e] |ong contract duration as a
price surrogate to bid beyond the maxi mum approved rate,”
United Distribution Cos. v. FERC, 88 F.3d 1105, 1140 (D.C.

Cr. 1996) ("UDC'), thereby giving Tennessee insurance

against future instability in the natural gas market. The
commenters urged FERC to address this concern by cappi ng

the duration of bids Tennessee could consider in its NPV
calculations, "to sinulate the end product of a conpetitive
market." PGC I, 177 F.3d at 998.

Utimtely, FERC approved Tennessee's proposed switch
fromthe first-conme, first-served to the NPV approach. Tenn
Gas Pipeline Co., 76 F.EER C. p 61,101, at 61,522 (1996). |In
response to the conmenters' market power concerns, howev-
er, the Comm ssion suggested that the pipeline "include a
uni form cap” on the length of bids submitted during open
seasons. |d. at 61,519. Acquiescing, Tennessee proposed a
twenty-year cap, explaining that it chose such a high cap
because "bids beyond the [twentieth] year are unlikely to
have a significant inpact on the NPV analysis.” PCC 1, 177
F.3d at 998-99 (internal quotation marks and citation omt-
ted).

Fol | owi ng anot her comment period, FERC approved the
twenty-year cap. The Conmi ssion dism ssed Process Gas's
objection that the cap was too |l ong to provi de adequate
protection agai nst the pipeline' s market power on the ground

that " '[Db]idders are not forced into the maxi mum duration [of
twenty years].... Rather, the primary issue here, is ..

when two shi ppers both desire new capacity shoul d that

capacity go to a shipper who values it nore, i.e., for a |onger
term than another shipper who might value it less.” " 1d. at

999- 1000 (quoting Tenn. Gas Pipeline Co., 79 F.E R C

p 61,297, at 62,339 (1997)). Unsatisfied with this response,
Process Gas filed a petition for review, contending that
FERC "failed to engage in reasoned deci sion nmaking" in
accepting the twenty-year cap. Id. at 997.

In our first encounter with these issues in PGC 1, we found
Process Gas's argunent persuasive. Noting FERC s ac-
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know edgnment that "the nmarket served by Tennessee's pi pe-

I ine has nmonopolistic characteristics,” we held that the Com
m ssion had not adequately justified its conclusion that a
twenty-year cap would "prevent the NPV nmethod fromcom

pel ling shippers to offer the pipeline | onger contracts than
they would in a conpetitive market." 1d. at 1003. W

poi nted out that the data on which FERC based its approval

of the cap--"three previous Conm ssion decisions involving
ten and fifteen year ... agreements"--in fact suggested that
"conpetitive market contracts typically run to no nore than
fifteen years." 1d. In light of that evidence, we continued,
"a twenty-year cap would allow Tennessee's narket power to

i nduce excessively long bids.” 1d. W recognized the legiti-
macy of FERC s "goal of encouraging the allocation of pipe-
line capacity to parties willing to pay the nost for it," but
rem nded the Conmi ssion of its "need to balance th[at] goa
with its duty to prevent exploitation of Tennessee's nonopoly
power." 1d. at 1004. (Observing that "the orders suggest
FERC approved the twenty-year cap because, functionally,
twenty years would amount to no cap at all," we renmanded to
the Conmi ssion, directing it to "take the problem[of Tennes-
see's nonopoly power] seriously and confront it with a forth-
ri ght explanation of why a twenty-year cap woul d not aug-

ment that power."™ 1d. at 1005.

FERC then took an entirely different tack. Noting that
when orders are renmanded, an agency generally has "discre-
tion to reconsider the whole of its original decision,” Tenn
Gas Pipeline Co., 94 F.E R C. p 61,097, at 61,398 (2001)
("Rehearing Order") (internal quotation marks and citation
omtted), aff'g 91 F.E R C. p 61,053 (2000) ("Renmand Order"),
FERC not only declined to inpose a shorter cap on capacity
bi ds, but renoved the cap altogether, explaining that, for
various reasons, there is little risk that Tennessee wi |l exer-
cise its nonopoly power to force shippers into excessively
I ong contracts. Process Gas sought rehearing, but the Com
m ssion denied its petition. Rehearing Order, 94 F.E R C. at
61, 401.
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Met er Anendnent s

The second rel evant aspect of Tennessee's 1996 tariff revi-
sion involves neter amendnments. PGC | explained this term
as follows:

VWhen natural gas is shipped through a pipeline, the

poi nts at which the gas enters and | eaves the systemare
called "receipt" and "delivery" points, respectively. A
firmtransportati on shipper selects "primary" receipt and
delivery points ... [as] part of its contract with the

pi peline. Designating a point as primary guarantees the
shi pper use of the point, an inportant right when the

pi peline |l acks sufficient capacity at the point to satisfy
demand. Firm shippers can select other points on a
secondary basis, but can only use those points if there is
sufficient capacity beyond that taken by shippers using
themon a primary basis. A change in a primary receipt

or delivery point is ... referred to as a "neter anend-
ment" because gas is neasured at these points.

177 F.3d at 1000.

The i ssue here concerns Tennessee's nethod for allocating
new primary points as they becone available. Hi storically,
Tennessee permitted existing shippers to switch primary
points on a first-cone, first-served basis as |ong as the chosen
new poi nts were avail abl e and the shippers notified the
pi pel i ne far enough in advance. Wen Tennessee adopted its
new NPV nmet hod for allocating mainline capacity, however
the conpany indicated that it also intended to use this
method to allocate primary points. Thus, "[a] neter anend-
ment request would trigger an open season[,] and the reques-
ter woul d have to conpete with other interested shippers on
the basis of NPV." [Id. at 1001

Thi s new approach generated consi derabl e controversy be-
cause in calculating the NPV of conpeting bids for a particu-
lar primary point, Tennessee declined to credit existing ship-
pers' preexisting promse to pay for firmcapacity on the
conmpany's mainline. That is, the pipeline proposed to assign
prom sed future paynents an NPV of zero. Under this
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system therefore, an existing shipper wishing to switch its
primary delivery point fromGCty Ato Gty B could not

conpet e agai nst a new shi pper wanting to purchase mainline
capacity with a primary delivery point in Gty B: The existing
shi pper's prom se to continue paying for its firmcapacity
woul d have an NPV of zero, while the new shipper's prom se

to pay for as-yet unallocated mainline capacity would have a
positive NPV

Various parties objected to the proposed change, claim ng
that applying this nethod to neter anmendnents was "incon-
sistent with FERC s professed ai mof assuring that [existing]
firmshi ppers have receipt and delivery point flexibility."
PG&C I, 177 F.3d at 1001. The Conmi ssion sided with
Tennessee, however, enphasizing that " 'allocating capacity to
parties who value it the nost' " would foster " 'economc
efficiency,' " and further, that nothing in the new NPV policy
woul d prevent existing shippers fromusing the desired
"points on a secondary basis.” 1d. (quoting Tennessee Gas,

79 F.EER C. at 62,337). The objecting parties sought rehear-
i ng and, when FERC declined to change its position, filed a
petition for review

Consi dering neter amendnments in PGC 1, we agreed with
the conmenters that FERC s approval of the NPV met hod
enphasi zed "nmaxi m zati on of pipeline revenue" at the ex-
pense of "the ability of existing shippers to change primary
points.” 1d. at 1005. W rejected FERC s notion that
"shi ppers unable to obtain a point on a primary basis" could
sinmply use the point on a secondary basis because the latter
option would "not guarantee access to the point over any

fixed period of tinme." 1Id. at 1005, 1006. "At the end of the
day," we observed, "FERC s position is that regardl ess of the
ability of existing shippers to conpete"” for points, "it is best
to award primary point capacity on the basis of the anount of
addi ti onal revenue generated for Tennessee. |If existing ship-
pers are injured, so be it." Id. at 1006. Rejecting this

approach, we remanded the meter anendnent issue to the
Conmi ssi on, explaining that, as we understood the situation
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Exi sting shippers entered into their contracts with Ten-
nessee with the expectation of a certain amount of pri-
mary point flexibility. When the pipeline proposes to

take away that flexibility altogether or reduce it substan-

tially, FERCis obligated to provide a better explanation
of why the shippers' resultant |oss cannot be taken into
account in a nore bal anced application of the NPV
pricing system

I d.

On renmand, the Conmission reconsidered its neter anend-
ment ruling but again concluded "it is just and reasonabl e”
for Tennessee to use an "allocation nethod that gives a
priority to bids [for primary points] which include a request
for the related mainline capacity.” Remand Order, 91
F.ERC at 61,192. 1In response to Process Gas's petition for
rehearing, the Commission reaffirned its order. See Rehear-
ing Order, 94 F.E R C. at 61, 402.

Seeking review again, Petitioners challenge the Comm s-
sion's approval of Tennessee's procedures for capacity alloca-
tion and neter anendments, reiterating many of the chal -

I enges raised in PGC | and arguing that the Comr ssion's
Remand and Rehearing Orders ignore that decision' s express

requirenents. In review ng these argunents, we "uphold
FERC s factual findings if supported by substantial evidence
and ... endorse its orders so long as they are based on

reasoned deci si on nmaki ng," Texaco, Inc. v. FERC, 148 F.3d
1091, 1095 (D.C. Gir. 1998), and responsive to PCC I

Wth these standards in nmnd, we begin with the capacity
allocation issue. In its Remand and Rehearing Orders,
FERC offers several explanations for its decision to revoke
the cap on the duration of bids for pipeline capacity. Most
i nportant, the Comm ssion argues that existing regulatory
controls already limt Tennessee's nmarket power, thereby
"mnimz[ing any] danger" that the pipeline will "wi thhold ..
capacity fromthe market" to "create [the] artificial scarcity"”
necessary to force shippers to bid for superconpetitive con-
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tract terms. Rehearing Order, 94 F.E.R C. at 61,398. Spe-
cifically, FERC cites its regulations (1) setting the maxi mum
rate Tennessee may charge for its transportation services,

and (2) requiring Tennessee to sell all available capacity to
shippers willing to pay that maximumrate. 1d. G ven these
regulatory limtations, the Comm ssion contends, "the only

way Tennessee could wi thhold capacity to force shippers to
accept longer contract ternms is by refusing to build additiona
capacity" to meet increased demand. Remand Order, 91

F.EER C. at 61,191. But, FERC conti nues,

[T]here is little reason for the pipeline to exercise nmarket
power by wi thhol di ng new capacity because the maxi -

mum rates establi shed by the Conm ssion prevent [the

pi peline] fromcharging rates above the just and reason-
able rates based on its cost of service. As a result, even
if the pipeline refused to build new capacity, its annua
revenues in any given year would be capped at its annua

cost of service. Al that the pipeline could potentially
acconpl i sh by withhol di ng new capacity is getting the
customers to sign up for longer termcontracts than they

otherwise mght.... But this gives the pipeline no
i medi ate benefit in the formof increased revenues or
profits. It just reduces its long-termrisk sonewhat by

enabling it to obtain contracts with longer ternms. By
contrast, if the pipeline built new capacity to serve the

i ncreased demand, it could increase its current revenue

and profits.... As a result, even without a term match-
ing cap, it would appear that a pipeline has a greater

i ncentive to build new capacity to serve all the demand

for its service, rather than w thhold capacity (by refusing
to build new capacity) in order to create scarcity.

Id. (footnote omitted). According to FERC, therefore, to the
extent shippers are bidding for |onger contract terns than
they would in a conpetitive market, they are notivated not

by "pipeline nonopoly power"” but by conpetition with other

shi ppers for scarce pipeline capacity. 1d.

Rei nforcing this argunment, the Conm ssion points out that
i f Tennessee ever refused to build new capacity to neet
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shi ppers' demands, the shippers "could file a conplaint with
the Conmi ssion.” 1d. Moreover, applicable rules, see 18
C.F.R pt. 161, prohibit Tennessee from "favoring or colluding
with its affiliates” "to mani pul ate the market through sham
bids," Rehearing Order, 94 F.ER C. at 61,398, 61,400, so

I onger bids truly reflect shippers' desire to establish |onger-
termcontracts with the pipeline.

Finally, the Conm ssion explains that absent a "w despread
conpetitive market for primary pipeline capacity,” there is
"no way of estimating what contract ternms [such] a ..
market ... would produce.” 1Id. at 61,399 n.8. Any cap
woul d therefore be arbitrary--and inposing an arbitrary cap
could "distort[ ] efficient operation of the market" by "pre-
vent[ing] a shipper [who] is willing to offer a | onger contract
term... fromdoing so." Id. at 61,399. Thus, the only
efficient solution, FERC contends, is to elimnate the cap
altogether and to rely on other regulatory controls to limt
Tennessee's mar ket power.

These several rationales for uncapping the NPV bidding
process not only satisfy our deferential standard of review but
al so address our principal concernin PGC |--FERC s failure
to articulate how a twenty-year cap woul d prevent Tennessee
fromexploiting its nmonopoly power. No longer relying on a
cap to acconplish that objective, FERC now expl ai ns that
other regulatory constraints adequately limt Tennessee's
ability, as well as any incentive, to induce |lengthy contracts.
We think this persuasive for two reasons. First, because the
Conmi ssion al ready regul ates the rates pipelines may charge
and requires themto sell all available capacity at those rates,
we agree with FERC that Tennessee has neither the | ega
ability to withhold existing capacity nor an incentive to refuse
to build new capacity. Second, any effort by Tennessee
affirmatively to nmanipul ate the bidding process would violate
ot her Conmm ssion rules and woul d therefore presunably be
actionable. Accordingly, as FERC argues, the fact that
shi ppers may at tinmes bid up contract length likely reflects
not an exerci se of Tennessee's nmarket power, but rather
conpetition for scarce capacity. See Remand Order, 91
F.EER C. at 61,190. The data the Conmi ssion cites, nore-
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over, indicate that the recent trend has been toward shorter
capacity contracts and, relatedly, that the average |ength of
post-1997 contracts is only 5.8 years--enpirical facts denon-
strating that, as FERC predicted, nost of the tine shippers
have been able to obtain firmcapacity w thout submtting
excessively long bids. Rehearing Order, 94 F.E R C. at

61, 401.

Even if we were skeptical of the Conm ssion's concl usion
regardi ng exi sting regul atory controls, however, that concl u-
sion enbodi es precisely the sort of prediction about the
behavior of a regulated entity to which--in the absence of
contrary evidence--we ordinarily defer. As we have re-
peatedly observed, "it is within the scope of the agency's
expertise to make ... a prediction about the market it
regul ates, and a reasonabl e prediction deserves our deference
notw t hstandi ng that there mght also be another reasonabl e
view " Envtl. Action, Inc. v. FERC, 939 F.2d 1057, 1064
(D.C. Gr. 1991).

Chal | enging FERC s decision to renove the cap on bid
duration, Petitioners repeatedly conpare the bidding process
for new capacity--at issue here--to the bidding process for
capacity that becomes avail able on expiration of an existing
shi pper's contract. Some understanding of the latter situa-
tion is necessary to see why this conparison falls short. Put
sinmply, under FERC s current rules, when an existing ship-
per's contract for firmcapacity expires, the shipper has the
right "to retain its service fromthe pipeline under a new
contract by matching the rate and duration offered by the
hi ghest conpeting bid--up to the nmaxi mum'just and reason-

able' rate approved by FERC." Interstate Natural Gas
Ass'n of Am v. FERC ("INGAA'), 285 F.3d 18, 51 (D.C. Cr.
2002). In a series of opinions, we have questioned FERC s

position regarding the need for and the proper length of a cap
on the duration of such "right-of-first-refusal bids,” to protect
exi sting shippers fromroutinely losing their firmcapacity to
new custoners offering longer ternms. See id. at 51-53. The
situation is currently in flux, with this court having remanded
a twenty-year and, nore recently, a five-year cap to the

Commi ssion, first "for failing to explain the I ength" and then
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for "failing to explain the brevity." 1Id. at 53 (citing UDC, 88
F.3d at 1140-41).

Regardl ess of what cap, if any, the Commi ssion eventually
prescribes (and adequately supports) for right-of-first-refusa
bi ds, however, that cap has nothing to do with the issue now
before us. True, in PGC |, we cautioned FERC that its
attenpt to distinguish the right-of-first-refusal context from
new capacity allocation "seenfed] ... a distinction without a
difference.” PGC 1, 177 F.3d at 1004. |If the data underlying
the cap on right-of-first-refusal bids are irrelevant in the
context of new capacity allocation, we continued, "FERC has
yet to tell us why." 1d. W now understand why. As
| NGAA expl ains, the requirement to protect existing ship-
pers from pi peline market power derives directly from Sec-
tion 7(b) of the Natural Gas Act, which "generally prohibits
"natural -gas conpan[ies]' fromceasing to provide service to
their existing customers unless, after 'due hearing,' FERC
finds '"that the present or future public conveni ence or neces-
sity permt such abandonnent.' " 285 F.3d at 51 (quoting 15
US. C s 717f(b)) (alteration in original). No conparable
statutory provision requires FERC to protect new shippers
fromcompetition for limted capacity (provided the final rates
are just and reasonable). Wth no entrenched interests re-
quiring protection, the Commssion is free to conclude that an
uncapped bi ddi ng process maxi m zes market efficiency by
i dentifying which shipper is willing to pay the nost--in terns
of contract |ength--to obtain such capacity.

This brings us to neter anmendnents. Addressing that
i ssue, FERC s Remand and Rehearing Orders make two
principal points. First, Tennessee's FERC-approved rate

schedul e only permts existing shippers to " 'elect to substi-

tute new [primary points] ... in [their] service agreenent][s]
if there is [ ]adequate capacity available to render this

new service.' " Remand Oder, 91 F.E R C at 61,192 (quot-

ing Schedule 4.7 of Tennessee's Rate Schedule FT-A). Sig-
nificantly, neither this schedule nor rel evant Conm ssion
orders address potential "conflicts" between "existing and
new shi ppers for primary point capacity that may becone
available.” 1d. Thus, FERC maintains, while existing ship-
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pers do have "an expectation of a certain anount of primary
point flexibility," PGC 1, 177 F.3d at 1006, that expectation
extends only to available primary points; nothing in an

exi sting shipper's relationship with Tennessee entitles it to
Wi n contested primary points from new shippers wi shing to
purchase the point and associ ated mainline capacity. See
Remand Order, 91 F.E.R C. at 61,192, 61,193 ("[We do not

find that [an existing shipper's] contract, the pipeline's tariff
or our policy guarantees conplete portability of ... capacity
at all tines."); Rehearing Oder, 94 F.E R C at 61, 402

("[T] hat Tennessee's tariff gives shippers the ability to el ect
to amend primary points where capacity is avail able does not
decide the issue of how to choose between two shippers

seeking primary rights at a point, where there is only suffi-
cient capacity for one ... to have primary rights."). G ven
this framework, the Conm ssion continues, Tennessee has no
obligation to treat existing shippers any differently from new
shi ppers when awardi ng contested primary points. Rather

t he pipeline may design any "reasonabl e" point allocation

met hod. Rehearing Order, 94 F.E R C. at 61, 402.

Continuing fromthis prem se, FERC s second argunent is
t hat Tennessee's chosen point allocation nmethod, which as-
signs existing shippers' firmcapacity contracts an NPV of
zero and therefore "consider[s] only new, increnmental revenue
in awarding ... points,” id., is "just and reasonable,” Remand
Order, 91 F.ERC at 61,192. According to the Conm ssion
it is entirely reasonable for Tennessee to adopt a point
al l ocation nmethod that "produce[s] greater revenue for the
pi pel i ne" by assuring the sale of additional mainline capacity.
Rehearing Order, 94 F.E.R C. at 61,402. Mbreover, the sale
of such capacity increases "throughput on the system" so "at
such time as Tennessee ... file[s] a newrate case, there wll
be a greater nunber of units of service over which to spread
Tennessee's fixed costs"--a devel opnent that will "benefit[ ]
all [of] Tennessee's shippers by allowi ng Tennessee's rates to
be | ower than they otherwi se would be.” 1d.; see also
Remand Order, 91 F.E.R C. at 61,193. The Conm ssion also
poi nts out that even before Tennessee adopted the NPV
nmet hod, existing shippers only had the right to change to
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avai l abl e primary points; they never had a guarantee that

any particular point would be available at any particular tine.
Consequently, those shippers "should have been prepared to
rely on [their contractually designated] point[s] for purposes
of bringing gas supplies onto the pipeline for the term of
the[ir] contract[s]." Rehearing Order, 94 F.E R C. at 61, 402.
Final ly, FERC observes that (1) even after adoption of the
NPV et hod, about ninety percent of existing shippers' "re-
guests to change primary points have been granted," Renmand
Order, 91 F.ERC at 61,193; (2) Tennessee's system has

much greater point capacity than mainline capacity, Rehear-
ing Order, 94 F.E.R C. at 61,402; and (3) "Tennessee nust
provide for pooling of [gas] supplies at points downstream of
its primary receipt points,"” enabling "shippers to obtain sup-
plies that originate frommany different upstream receipt
points,” id. at 61,402-03. As the Comm ssion notes, these
three factors suggest that existing shippers will rarely have
torely solely on their contractual primary points for receipt
of gas. Id.

Again, we find these explanations adequate to satisfy both
our standard of review and PGC I. Now that FERC has
clarified the nature of existing shippers' "expectation ... of
primary point flexibility," PG 1, 177 F.3d at 1006, we
understand that Tennessee has no obligation to give such
shi ppers a preference in conpetitive bidding for contested
primary points. In the absence of such an obligation, we
think it emnently reasonable for Tennessee to adopt a point
al l ocation nmethod that pronotes the sale of avail able mainline
capacity. Not only does Tennessee's chosen net hod benefit
the pipeline in the short term (and existing shippers when
and if the pipeline files a new rate case), but it ensures that
avai | abl e points go to shippers who val ue them nost--those
willing to pay for associated mainline capacity.

M.
In sum we disagree with Petitioners that the Comm ssion's

| atest orders "ignore" PGC I. Pet'rs' Reply Br. at 3. That
decision required only that FERC better explain its reason-



<<The pagination in this PDF may not match the actual pagination in the printed slip opinion>>

USCA Case #01-1151  Document #683543 Filed: 06/14/2002

ing in setting a twenty-year cap on bids for new nmainline
capacity and approving the NPV nmet hod for eval uation of

met er anendnent requests. On remand, the Conmi ssion

fully conplied with that requirenent, reeval uating both issues
and satisfactorily explaining its ultinmate decisions to elimnate
the bid cap altogether and to reaffirmthe neter anendment

ruling. The petitions for review are denied, and the orders of
the Conmi ssion are affirned.
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So ordered.
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