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Norfolk, VA 23S10 

137 York Street 
Williamsburg, VA 2318S 

The Army and Navy Club Building 
1627 Eye Street, N.W. 

Washington, DC~ 

RECEIVED 

APR 12 1991 

TPH, Jr.,. ~mmission• 

Thomas P. Harwood, Jr., Commissioner 
State Corporation Commission 
Jefferson Building 

p.5 ·rc;;c~(} ()I ~ 
~ .. ._) 
:_..) Bank & Governor Streets 

Richmond, Virginia 23219 - ... 
--

Columbia Gas Transmission Corporation 
Property Tax Assessment tO 

Dear Judge Harwood: 

Pursuant to Rules 3:3 and 5:4 of the Commission's Rules of 
Practice and Procedure, I am writing on behalf of Columbia Gas 
Transmission Corporation ("Columbia Transmission") to complain of 
action by the Public Service Taxation Division (the "Division") 
classifying Columbia Transmission as a "pipe line distribution 
company" as defined in §58.1-2600 of the Code of Virginia for the 
purposes of assessment of property taxes and requiring Columbia 
Transmission to file an Annual Tax Report, Form CCTD-7, with the 
Commission. 

The Division's action was taken in letters dated 
December 13, 1990 to James P. Holland, President of Columbia 
Transmission, and February 21, 1991 to Joseph J. Bartoletta, 
Manager, State and Local Taxes of Columbia Transmission, copies 
of which are attached to this letter. 

Columbia Transmission has been classified a "pipe line 
transmission company 11 as defined in §58.1-2600, and assessed by 
the State Tax Department (the "Department 11 ) since 1983. Contrary 
to the action of the Division, Columbia Transmission believes 
that it should continue to be so classified and does not know ~'~Y 
there should be a change of classification arising out of the 
recent merger into Columbia Transmission of Commonwealth Gas 
Pipeline Corporation, as indicated in Mr. O'Bryan's December 13, 
1990 letter to Mr. Holland. Moreover, Columbia Transmission 
questions whether the Commission, as opposed to the Department, 
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has the jurisdiction to make the determination that an entity 
that has been previously assessed by the Department should be 
"reclassified•• and assessed by the Commission. 

Accordingly, this is to respectfully request that you review 
and reverse the Division•s action reclassifying Columbia 
Transmission as a ••pipe line distribution company." Columbia 
Transmission respectfully requests that the Division explain in 
detail the reason for its reclassification, including any legal 
authority supporting that action. The attached correspondence 
does not contain such an explanation. 

Upon receiving this information, Columbia Transmission 
wishes an opportunity to respond and to meet with you and the 
Division to resolve the matter. 

In the meantime, Columbia Transmission plans to file its 
property tax return on April 15 with the Department. 

Thank you for your consideration. 

SHWII/lp 
Enclosures 

cc: A. L. O'Bryan, Director 
Wayne N. Smith, Esq. 
William H. Forst, Director 
H. L. Snyder, Esq. 
Joseph J. Bartoletta 

Very truly yours, 

Stephen H. Watts, II 
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STATE CORPORATION COMMISSION 
PUBLIC SERVICE TAXATION DIVISION 

December 13, 1990 

Columbia Gas Transmission Corporation 
Mr. James P. Holland, President 
P. o. Box 1273 
Charleston, West Virginia 25314 

Dear Mr. Holland: 

'J£C 1 '7 199."' 

P.O.IOI1117 
RICHMOND. VA. Z11D1 

00000.1 

Pursuant to the recent merger of commonwealth_Gas Pipe Line 
and Columb~a Gas Transmission corporation. The surviving 
company, Columbia Gas Transmission Corporation, will be 
classified as a pipe line distribution company, as defined in 
Section 58.1-2600 of the Code of Virginia, and your company will 
be assessed by the Public Service Taxation Division of the 
Commission as provided by Section 58.1-2627.1. 

Columbia Gas Transmission Corporation will be required to 
file an annual tax report, form CCTD-7, with the Commission on or 
before April 15, 1991 for the 1991 tax year. You will receive a 
copy in early January. 

It is requested that a representative from Columbia Gas 
Transmission Corporation contact this office on or before 
January 11, 1991 in order to discuss the Commission's reporting 
requirements. 

If I can be of any assistance, please do not hesitate to 
call. 

ALO'B:atk 

cc: Mr. William H. Forst 
Mr. Stephen H. Watts, II~ 

Sincerely, 

a. ~.o~ 
A. L. O'Bryan 
Director 

. @oo~ 
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FRQM:CHARLESTON COLUMBIA GAS ra: ?2aa10s FEB 2?, 1991 9:45AM P.01 

A.l..O'IfiY..,. 
Ot .. ECTOA 

TIL. ~ tawiJt 
W. ~. fiOWILL JA. 

DIIIIVTY DIM01'0R 
TIL , .. , 71N170 

STATE CORPORATION COMMISSION 
PUBLIC SERVICE TAXATION DIVISION 

February 21, 1991 

Columbia Gas Transmission Corporation 
Joseph J. Bartoletta, Manager 
state and Local Taxes 
1700 MaoCorkle Avenue, s.E. 
P. o. Box 1273 
Charleston, West Virginia 25325-1273 

Dear Mr. Bartoletta: 

P.O. IOJf 1f87 
AI~UONO. VA. .tUDI 

It is the view of this office that Columbia Gas Transmission 
Corporation should be classified as a pipe line distribution 
company as defined in Section 58.1-2600 of the Code of Virginia, 
and should be assessed as provided by Section 58.1-2627). 

In order for this office to appraise all land owned by the 
Columbia Gas Transmission Corporation, it is requested that you 
furnish on or before March 11, 1991 the location (City, County or 
Town), size (acre or square feet) and legal description of each 
parcel own by Columbia Gas Transmission corporation in Virginia 
as· of January 1, 1991. (see attached forms) 

If I can be of any assistance, please do not hesitate to 
call. 

ALO'B:atk 
Enc. 

Sincerely 
I 

a'. ".O~y~· 
A. L. 0 1 Bryan 
Director 

·~~~~·~~ ,. .. ,;.,;~~· · [ooo~ 
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COMPANY NAME: . . 
----------~--~~---~~~~~--------~~~~~--~------~~--~~~ 

REAL ESTATB TRANSACTION IN 19 __ _ 

CITY / COUNTY: 

DISTRICT I 'tOWN: 

DBSCRIBB· TRANSACTION: 

OTBBR PARTY: 

PROPERTY DESCRIPTION (INOLUDB FAOILI~Y'S NAME): 

SIZB: 

LOCAL MAP NUMBER: 

CONSIDBRATION: 

DATE OF DEBD: 

DATI DBBD DBLIVBRBD: 

DATE DBID RBOORDBD: DBBD BOOK ________ , PAGB _______ _ 

LIST IMPROVBMBNTS: 

NOTB: All of this information may not be available to you, 
however please fill in as completely as poaaible. 

(ATTACH COPY OF PLAT TO THIS STATIMBNT) 
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COMPANY NAME: 
~-----~-~~~~-~~~~~-~-~------~~~~~~~~-------~-~--~~--

REAL ESTATE TRANSACTION IN 19 __ _ 

CITY I COUNTY: 

DISTRICT I TOWN: 

DISCRIBI TRANSACTION: 

OTHER PARTY: 

PROPERTY DBSCRIPTION (INOLUDB FACILITY'S NAME): 

SIZB: 

LOCAL MAP.NUMBBR: 

CONSIDBRA'l'ION: 

DATI OF DBBD: 

DATB DBBD DBLIVBRBD: 

DATI DBBD RBCORDBD: DKBD BOOK ________ , PAGE _______ _ 

LIST IMPROVBMBNTS: 

NOTB: All of this information may Dot be available to you, 
however please fill in as completely as possible. 

(ATTACH COPY OF PLAT TO THIS STATBMBNT) 
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COMMONWEALTH OF VIRGINIA, gx rel. 

STATE CORPORATION COMMISSION 

v. 

COLUMBIA GAS TRANSMISSION 
CORPORATION, 

Defendant 

RULE TO SHOW CAUSE 

CASE NO. PST910001 

IT APPEARS that Columbia Gas Transmission Corporation is a 

corporation doing in the Commonwealth the business of a pipeline 

distribution company. 

IT FURTHER APPEARS that Columbia Gas Transmission 

Corporation did not file on or before April 15, 1991, the annual 

report of property and gross receipts required by § 58.1-2628(B) 

of the Code of Virginia. 

As provided by Rules 3:2 and 5:4 of the Commission's Rules 

of Practice and Procedure, Columbia Gas Transmission Corporation 

made an informal complaint on April 12, 1991, to Commissioner 

Thomas P. Harwood, Jr. for review of the Division of Public 

Service Taxation's classification of Columbia Gas Transmission 

Corporation as a pipeline distribution company for purposes of 

requiring an annual report for property tax assessment. The 

Commission finds that this matter of classification for reporting 

purposes should be considered by the full Commission in its 

judicial capacity. The Commission will make the informal 

complaint part of the record in this proceeding. Accordingly, 
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IT IS ORDERED: 

(1) That Columbia Gas Transmission Corporation appear 

before the State Corporation Commission at 10:00 a.m., May 20, 

1991, in the courtroom, 13th Floor, Jefferson Building, Bank 

and Governor streets, Richmond, Virginia, and show cause why 

a penalty for failure to file its annual report should not be 

imposed pursuant to § 58.1-2610 of the Code of Virginia; 

(2) That, as provided by Rule 5:16(c) of the Commission's 

Rules of Practice and Procedure, Columbia Gas Transmission 

Corporation be authorized to file an original and fifteen (15) 

copies of an answer to this Rule with the Clerk of the Commission, 

cjo Document Control Center, P.O. Box 2118, Richmond, Virginia 

23216, on or before May 1, 1991; 

(3) That, inasmuch as the Commission's judgment on this 

Rule could affect assessments made by the Department of Taxation, 

the Tax Commissioner and the Attorney General shall be authorized 

to file with the Clerk of the Commission and serve on the 

Defendant, on or before May 10, 1991, any comments on Columbia 

Gas Transmission Corporation's obligation to file with the 

Commission an annual report; and 

(4) That the Commission Staff be authorized to file with 

the Clerk of the Commission and serve on the Defendant, on or 

before May 10, 1991, any comments on Columbia Gas Transmission 

Corporation's obligation to file with the Commission an annual 

report. 

. [ooosJ 
2 
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ATTESTED COPIES of this Rule shall be served by registered 

mail, return receipt requested, on the registered agent for 

Columbia Gas Transmission Corporation, Stephen H. Watts, II, 

Esquire, McGuire, Woods, Battle & Boothe, One James center, 

Richmond, Virginia 23219; on The Honorable Mary Sue Terry, 

Attorney General of Virginia, Supreme Court Building, 101 North 

Eighth Street, Richmond, Virginia 23219; and on The Honorable 

William Forst, Tax Commissioner, Department of Taxation, P.O. 

Box 6-L, Richmond, Virginia 23282. 

AN ATTESTED COPY of this Rule shall be sent to the Director 

of Public Service Taxation. 

3 
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COMMONWEALTH OP VIRGINIA 

, .. '! 
· · · - f Pi-f 5: 0 3 BEI'ORB TBB 

STATB CORPORATION COMMISSION 

COMHORWBALTB 01' VIRGINIA, ex rel. 

STATB CORPORATION COMMISSION 

v. CASB NO. PST910001 

COLUMBIA GAS TRANSMISSION 
CORPORATION, 

Defendant 

ANSWER 

01' 

COLUMBIA GAS TRANSMISSION CORPORATION 

Pursuant to Rule 5:16(c) of the Commission's Rules of 

Practice and Procedure and the Rule To Show Cause issued by the 

Commission in this proceeding on April 23, 1991, Columbia Gas 

Transmission Corporation ("Columbia"), by counsel, hereby makes 

the following Answer to the Rule to Show Cause. 

I • BACKGROUND 

Columbia is an interstate natural gas transmission company, 

engaged in the transportation and sale for resale of natural gas 

in interstate commerce. As such, Columbia is a "natural gas 

company" as defined in the Natural Gas Act, and its rates, 

facilities and service are regulated by the Federal Energy 

Regulatory Commission ("FERC"). Columbia is a general business 

corporation organized under the laws of Delaware and is 

authorized to do business in Virginia. 
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In order to provide sales for resale and transportation 

service to its customers, Columbia owns and operates an extensive 

system of natural gas pipelines and related compression, storage 

and other facilities spread through the states of Ohio, Kentucky, 

West Virginia, Virginia, Maryland, Pennsylvania, New Jersey and 

New York. A map showing Columbia's transmission system is 

attached to this Answer. 

Within Virginia, Columbia sells natural gas to a number of 

gas distributors, including Virg-inia Natural Gas, Inc. ( 11VNG"), 

Commonwealth Gas Services, Inc. ("Services"), and the City of 

Richmond ("Richmond"), for resale by them to end-users and also 

transports gas purchased by these distributors, and.by end-users 

served by them, from suppliers other than Columbia. Columbia 

also transports gas for one direct industrial customer, the 

Allied-Signal, Inc. fibers plant in the City of Hopewell 

("Allied") purchased by Allied from suppliers other than 

Columbia. Columbia makes no sales of gas to end-users in 

Virginia. 

Before December 11, 1990, VNG, Richmond, Services and Allied 

received all of their natural gas supplies through the gas 

pipeline facilities of Commonwealth Gas Pipeline Corporation 

("Commonwealth Pipeline"), a Virginia public utility all of whose 

facilities were located within Virginia and whose rates, 

facilities and service were regulated by this Commission. 

Commonwealth Pipeline received all of its deliveries of gas from 

Columbia and another interstate pipeline, Transcontinental Gas 

2 
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Pipe Line Corporation ( 11Transco") at delivery points in Virginia. 

A map of the former Commonwealth Pipeline facilities is also 

attached to this Answer. 

Before November 1, 1989, Columbia and Transco sold gas to 

Commonwealth Pipeline for resale by it to VNG, Services, Richmond 

and Allied and also transported gas purchased by commonwealth 

Pipeline from other suppliers for its own system supply. 

Columbia and Transco also transported for VNG, Services and 

Richmond (and for end-users served by them), and for Allied, gas 

that had been purchased by them from other suppliers and that was 

delivered to Commonwealth Pipeline for transportation and 

redelivery to them. 

Effective November 1, 1989, these arrangements were 

restructured as Commonwealth Pipeline ceased making any sales of 

gas, and VNG, Services and Richmond became direct sale for resale 

customers of Columbia and Transco at those pipelines• points of 

delivery to commonwealth Pipeline. Allied declined to become a 

sales customer of either Columbia or Transco and instead 

continued to use Columbia solely for transportation of gas 

purchased by Allied from other suppliers. Commonwealth Pipeline 

became solely a transporter within Virginia of gas already 

purchased by VNG, Services and Richmond (or customers served by 

them), and by Allied, from other sources. 

Effective December 11, 1990, Commonwealth Pipeline was 

merged into Columbia (the "Merger"), which was the surviving 

corporation. The Merger had the effect of extending Columbia's 

3 
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interstate pipeline system further into Virqinia to include the 

former Commonwealth pipeline facilities and of movinq the 

delivery points for its sales for resale and transportation 

service to VNG, Services and Richmond, and for its transportation 

service to Allied, "downstream" to the points where Commonwealth 

Pipeline had formerly made deliveries to those customers. 

Otherwise, Columbia's operations in Virqinia were unchanqed by 

the Merqer. 

Since the recodification of Va. Code Title 58.1 in 19841
, 

Columbia's real and tanqible personal property has been assessed 

by the State Tax Department (the "Department") because Columbia-

has been a "pipeline transmission company," as defined in Code 

§58.1-2600. 2 This case has arisen because the Commission's 

Division of Public Service Taxation (the "Division") has 

determined that Columbia should be "reclassified" as a "pipeline 

distribution company" and assessed for property tax purposes by 

the Commission, effective for the tax year beqinninq January 1, 

1991. In correspondence to Columbia, the Division stated that 

its determination was made 11 [P]ursuant to" the Merqer. 

Columbia believes that these facts are not in basic dispute 

and that the issue presented is one of statutory interpretation. 

Accordinqly, Columbia will work with the Division to develop an 

11984 Acts of Assembly, ch. 675. 

2At the time of the recodification of Title 58.1 in 1984, 
assessment responsibility for Columbia had already been 
transferred to the Department, effective January 1, 1984, by 
leqislation passed by the General Assembly in the 1983 Session. 
1983 Acts of Assembly, ch. 570. 

4 
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appropriate stipulation of facts in an effort to reduce or 

eliminate the need for the presentation of evidence at the 

hearing. 

II. ABGUMENT 

Although the Division has only stated in correspondence to 

Columbia that its determination to assess Columbia as a ••pipeline 

distribution company" is made "[P]ursuant to" the Merqer, counsel 

for Columbia has been informally advised by the Director of the 

Division and by Staff Counsel that this determination was based 

on the fact that, as a result of the Merger, Columbia facilities 

became directly connected with those of its industrial 

transportation customer, Allied. This interpretation is contrary 

to the intent and structure of the applicable statutes and should 

be rejected by the Commission. 

Under the present statutory structure for taxation of gas 

and petroleum pipeline companies, a distinction is drawn between 

11pipeline transmission companies" and "pipeline distribution 

companies," which are separately defined in S 58.1-2600, as 

follows: 

'Pipeline Distribution Company' means a 
corporation, other than a pipeline 
transmission company, which transmits, by 
means of a pipeline, natural gas, 
manufactured gas or crude petroleum and the 
products or by-products thereof to a 
purchaser for purposes of furnishing heat or 
light. 

'Pipeline Transmission Company' means a 
corporation authorized to transmit natural 
gas, manufactured gas or crude petroleum and 
the products or by-products thereof in the 

5 



public service by means of a pipeline or 
pipelines from one point to another when such 
qas or petroleum is not for sale to an 
ultimate consumer for purposes of furnishinq 
heat or liqht. 
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Under SS 56-2627.1 and 56-2628, "pipeline transmission companies" 

submit their property tax returns to the Department, which then 

performs the assessment, while "pipeline distribution companies" 

submit their property tax returns to and are assessed by the 

Division. Under subsection D of S 56-2627.1, a company 

qualifyinq as both a "pipeline transmission company" and a 

"pipeline distribution company" is considered for property tax 

purposes to be a pipeline distribution company. 

The definition of "pipeline distribution company" only 

applies to "a corporation, other than a pipeline transmission 

company, which transmits, ••• II Therefore, the question whether 

a given activity qualifies an entity as a "pipeline distribution 

company" must first turn on whether that same activity qualifies 

the entity as a "pipeline transmission company."3 If it does, by 

definition that activity cannot qualify the entity as a "pipeline 

distribution company." Put another way, the definition of 

"pipeline distribution company" is expressed in direct relation 

to whether the definition of "pipeline transmission company" 

would apply. The reverse is not true. 

3subsection D of S 58.1-2627.1 applies where an entity is 
engaged in one type of activity that falls under the definition 
of "pipeline distribution company" and in another type of 
activity that falls under the definition of "pipeline 
transmission company." 

' 
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The definition of "pipeline transmission company" makes no 

reference to direct connection or service to the ultimate 

consumer. 

The term "purchaser" in the definition of "pipeline 

distribution company" means an entity purchasing the gas from the 

pipeline in question and not from some other supplier. 

Similarly, the term "not for sale to an ultimate consumer" refers 

to sale by the pipeline in question to the ultimate consumer. 

Otherwise, these definitions would not make any sense, as applied 

to actual transactions between sellers, purchasers and 

transporters in the natural gas marketplace. This can be seen ~y 

applying these definitions to Columbia's service to Allied. 

In the case of Allied, Columbia transmits gas 

(and is authorized in the public convenience and necessity to do 

so under its FERC certificates) from one point (the point at 

which it receives gas already purchased by Allied from another 

supplier) to another (the point at which Columbia delivers the 

gas to Allied). Columbia understands that Allied uses this gas 

both for feedstock and fuel in the operation of its Hopewell 

plant. However, the gas is not for sale to Allied by Columbia 

(or by anyone else, for that matter) when Columbia is 

transmitting the gas to Allied, because it has already been 

purchased by Allied before it reaches Columbia. The transaction 
I 

falls squarely within the wording of the definition of "pipeline 

transmission company" and, therefore, cannot trigger application 

of the definition of "pipeline distribution company." The result 

7 
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of this analysis as applied to Columbia's service to Allied is 

unaffected by the Merqer. 

The same result obtains when the definition of "pipeline 

distribution company" is applied to Columbia's service to Allied. 

Columbia does transmit gas for and to Allied, which uses a 

portion of that gas as a fuel. However, Allied is not a 

purchaser of this qas from Columbia, as is indicated above. 

Therefore, Columbia's transportation service to Allied does not 

fall within the definition of "pipeline distribution company," 

even if this activity did not come within the definition of 

"pipeline transmission company," which it does. 

The Division somehow may have interpreted the terms 

"purchaser" and "not for sale to an ultimate consumer" to refer 

to purchases from and sales by suppliers other than the 

"transmitting" pipeline. But such an interpretation would wipe 

out the distinction between the two definitions and produce 

otherwise irrational results. In every interstate gas 

transaction, there will be a seller and a purchaser that is the 

ultimate consumer. If the term "not for sale to an ultimate 

consumer" in the definition of "pipeline transmission company" 

refers to purchases from suppliers other than the "transmitting" 

pipeline, then no transportation movement could come within that 

definition, and all interstate pipelines providing transportation 

service through facilities in Virginia would be considered 

"pipeline distribution companies." These definitions cannot be 

8 
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construed in a way that would destroy the very distinction they 

were intended to create. 

WHEREFORE, Columbia respectfully requests the Commission to 

dismiss the Rule To Show Cause on the grounds that Columbia is 

not a "pipeline distribution company" subject to assessment as 

such by the Division. 

Respectfully submitted, 

COLUMBIA GAS TRANSMISSION CORPORATION 

By __ ~~~c~-un-~-e~~l~---~-----------
stephen H. watts, II 
McGuire, Woods, Battle & Boothe 
one James Center 
901 East Cary Street 
Richmond, Virginia 23219 
(804) 775-4357 

Giles D. H. Snyder, General Counsel 
H. L. Snyder, Assistant General Counsel 
Columbia Gas Transmission Corporation 
P.O. Box 1273 
Charleston, West Virginia 25324 
(304) 357-2737 

9 
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CERTIFICATE OF SERVICE 

I hereby certify that a true copy of the foregoing document 

was hand-delivered or mailed to the following on May 1, 1991: 

The Honorable Mary Sue Terry 
Attorney General of Virginia 
Supreme Court Building 
101 North Eighth Street 
Richmond, Virginia 23219 

The Honorable William Forst 
Tax Commissioner 
Department of Taxation 
P.O. Box 6-L 
Richmond, Virginia 23282 

Wayne N. Smith, Esq. 
Associate General Counsel 
State Corporation Commission 
Jefferson Building, 3rd Floor 
Bank and Governor Streets 
Richmond, Virginia 23219 

A. L. 0 1 Bryan, Director 
Division of Public Service Taxation 
state Corporation Commission 
Jefferson Building, 9th Floor 
Bank & Governor Streets 
Richmond, Virginia 23219 

Stephen H. Watts, II 
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v. ) CASE NO. PST910001 
) 

COLUMBIA GAS TRANSMISSION CORPORATION, 
Defendant 

) 
) 

COMMISSION STAFF MEMORANDUM 

On April 23, 1991, the Commission issued a Rule directing 

Columbia Gas Transmission Corporation ("Columbia" or "Company") 

to show cause why a penalty should not be imposed for its failure 

to file an annual report of property and gross receipts. In its 

answer to the Rule, Columbia argued that it was under no 

obligation to file a report with the commission. The Commission 

Staff now files these comments on the issue of Columbia's 

obligation to file with the Commission. 

In its answer, Columbia concludes, and the Staff agrees, 

that the issue before the Commission is one of statutory 

interpretation. The question is whether Columbia, like its 

predecessor, Commonwealth Gas Pipeline Corporation (Pipeline), 

qualifies as both a pipeline transmission company and a pipeline 

distribution company as those terms are defined in Title 58.1 

Virginia Code. The Staff believes that Columbia does qualify as 

both a transmission and a dist.~ ~-h·l.!·tion company. Consequently, 

the Company must file a report of gross receipts and property 

with the State Corporation Commission. 
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The statutory Structure 

The current statutory structure divides pipeline companies 

into two categories. The property of some pipeline companies is 

assessed for taxation by the Commission while the property of 

others is assessed by the Department of Taxation ("Department"). 

Historically, the Commission had assessed for taxation the 

property of all pipeline companies. The bifurcation of 

assessment responsibility dates from 1983 when the General 

Assembly amended former § 58-503.1 of the Virginia Code to read 

as follows: 

Section 58-503.1. Assessments for 
taxation. - The State Corporation Commission 
is designated as the central state agency to 
assess for taxation the real estate and 
tangible personal property of all public 
service corporations upon which the 
Commonwealth shall levy a state franchise, 
license, or other similar tax based upon or 
measured by its gross receipts or gross 
earnings, or any part thereof. The 
Department of Taxation is designated as the 
central state agency to assess the real and 
personal property of railroads and pipeline 
companies, except those pipeline companies 
whose operations and facilities are wholly 
within the Commonwealth. 

1983 va. Acts 769. 

This division of responsibility became effective on 

January 1, 1984. Id. 777. In tax year 1984, the Commission 

found only one pipeline company, Pipeline, had operations and 

facilities wholly within Virginia and assessed its real estate 

and property. See In re Assessment for 1984 of Heat. Water. 

Light and Power Corporations and Gas an~ Piu~ Line Corporationsi 

Order No. APS840061 (Gas) (Sept. 6, 1984). 

2 
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This first basis for classifying pipeline companies and 

dividing assessment responsibilities was in place for only one 

tax year. In 1984, Virginia's tax laws were recodified as 

Title 58.1 of the Virginia Code. 1984 va. Acts 1178. The new 

law continued a division of responsibility between the Commission 

and the Department, but changed the classification of pipeline 

companies on which the division of responsibility is based. In 

§ 58.1-2600, the General Assembly defined two types of pipeline 

companies, a "pipeline transmiss-ion company" and a "pipeline 

distribution company. 11 By operation of that same Code provision, 

the Department was made responsible for the assessment of 

pipeline transmission companies, and the Commission#was made 

responsible for the assessment of pipeline distribution 

companies. A companion provision, § 58.1-2627.1(0), provides 

that if a pipeline company qualifies as both a pipeline 

transmission company and a pipeline distribution company, it 

shall be treated as the later for property assessment purposes. 

Title 58.1 of Virginia Code, with its new classification 

structure, became effective on January 1, 1985. 1984 va. Acts 

1462. The definitions of the two classes of pipeline companies, 

as enacted by the General Assembly in 1984 and unchanged since 

then, follow: 

"Pipeline distribution company" means a 
corporation, other than a pipeline trans­
mission company, which transmits, by means of 
a pipeline, natural gas, manufactured gas or 
crude petroleum and the products or by­
products thereof to a purchaser for pur.p(.>S£:~s 

of furnishing heat and light. 

3 



"Pipeline transmission company" means a 
corporation authorized to transmit natural 
gas, manufactured gas or crude petroleum and 
the products or by-products thereof in the 
public service by means of a pipeline or 
pipelines from one point to another when such 
gas or petroleum is not for sale to an 
ultimate consumer for purposes of furnishing 
heat or light. 

§ 58.1-2600 Virginia Code. 

Administration of the Tax Structure 1985-1990 
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In tax year 1985 and successive tax years through 1990, the 

Commission classified only one company as a "pipeline 

distribution company", Pipeline. ~' In reAssessment for 

1985 of Heat, Water, Light and Power Corporations and Gas and 

Pipe Line Transmission Corporations, order No. 850000024 (Gas) 

(Aug. 27, 1985). For the same period, 1985-1990, Pipeline was 

also "pipeline transmission company. 11 Pipeline transported gas 

and sold gas to regulated gas distribution companies and the city 

of Richmond who in turn distributed the gas to ultimate 

consumers. Pipeline also transported and sold gas to Allied 

Chemical Corporation (later Allied-Signal Inc.) at its Hopewell 

facility (hereinafter "Allied-Hopewell"). See,~' Commonwealth 

Natural Resources, Inc. v. Commonwealth, 219 Va. 529, 531-33, 248 

S.E.2d 791, 793-94 (1978); Commonwealth Gas Pipeline Corp., 1989 

s.c.c. Ann. Rept. 323. 

In selling and transporting gas to the City of Richmond and 

to the distribution companies for resale to ultimate consumers, 

Pipeline functioned as a pipeline transmission company. Gas was 

transmitted to a receiver for redistribution to end users. In 

selling and transporting gas to Allied-Hopewell for use in its 

4 
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industrial facility, Pipeline functioned as a pipeline 

distribution company. Gas was transmitted to a receiver who did 

not redistribute gas but used it. As provided by§ 58.2627.1(0), 

however, it is irrelevant whether a distribution company also 

qualifies as a transmission company, since qualification as 

distribution company triggers assessment by the Commission. 

In 1989, Pipeline discontinued all natural gas sales 

service, but continued to transport natural gas owned by others 

through its facilities. Commonwealth Gas Pipeline Corp., 1989 

s.c.c. Ann. Rept. 323-24. Although Pipeline had discontinued gas 

sales and provided only transportation service·, the Commission 

classified the Company as a pipeline distribution company for tax 

year 1990. In re Assessment for 1990 of Heat. Water, Light and 

Power Corporations .and Gas and Pipeline Distribution 

Corporations, Order No. 900000021 (Gas) (Aug. 15, 1990). 

Pipeline had not contested its classification, and it had filed 

the appropriate property report. The Commission assessed 

Pipeline's real and personal property at a value of $50,001,244. 

The Columbia-Pipeline Merger and Tax Year 1991 

As authorized by the Federal Energy Regulatory Commission, 

Pipeline and Columbia merged, effective November 1, 1990, with 

Columbia as the surviving corporation. Columbia Gas Transmission 

Corp., 53 F.E.R.C. para. 61,347 (1990), Errata Notice, 54 

F.E.R.C. para. 61,154 (1991). (Hereinafter FERC Order). The 

Commission also approved various transactions related to the 

merger. Commonwealth Gas Pipeline Corp., Case No. PUA900041, 

Order on Motion for Jurisdiction~! Determination (Nov. 1, 1990), 

5 
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Errata (Nov. 9, 1990); Commonwealth Gas Services, Inc., Case 

No. PUA9000SO, Order Granting Authority (Sept. s, 1990); 

Commonwealth Gas Pipeline Corp., Case No. PUA900063, Order 

Granting Authority (Nov. 6, 1990). 

In its order approving the merger, the FERC recognized that 

Pipeline had provided service directly to Allied-Hopewell, and 

the agency authorized Columbia to provide sales and 

transportation service to Allied-Hopewell after the merger. 

Before commencing this service for Allied-Hopewell, Columbia was 

expressly ordered to file a revised sales agreement. FERC Order, 

53 F.E.R.C. para. 61,347, at 62,254-55, 62,263. In its answer to 

the Rule, at 2, Columbia describes Allied-Hopewell as a direct 

industrial customer. At 7 and 8 of the same pleading, Company 

states its understanding that Allied-Hopewell uses the gas 

transmitted by Columbia as feedstock and fuel. 

Despite the FERC's order and its own acknowledgement of 

Allied-Hopewell's use of gas, Columbia contends that Allied­

Hopewell is not a purchaser from a pipeline distribution company. 

Columbia argues that a pipeline distribution company must sell 

gas directly to a purchaser. Since it now provides only 

transportation services, Columbia contends it has no purchasers 

for purposes of § 58.1-2600 and thus cannot be a pipeline 

distribution company. 

By implication, the Commission has already rejected this 

argument. In tax year 1990, the Commission determined that 

Pipeline was a pipeline distribution company, notwithstanding the 

fact that the Commission had authorized discontinuing all sales 

6 
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service the previous November. The change in Pipeline's function 

from a gas seller to a gas transporter for Allied-Hopewell did 

not change its classification as a pipeline distribution company 

under § 58.1-2600. Pipeline's former business remains a 

distribution function, notwithstanding its assumption by Columbia 

by virtue of the merger. 

The definition of pipeline distribution company found in 

§ 58.1-2600 of Virginia Code does not compel Columbia's reading of the 

statute. The wording of the law.does not qualify or limit the 

definition of pipeline distribution company to the last owner of 

the gas prior to delivering to the purchaser's facility. It 

requires "transmission" of the gas to "a purchaser11 who is an 

end-user, not "sale" of the gas to that purchaser. 

Columbia's interpretation of the statute would require the 

Commission to consider complex transactions among suppliers of 

natural gas, gas pipelines, and users of natural gas to identify 

any sale from a pipeline to a customer who then uses the gas for 

fuel. Purchaser-supplier relationships could change over time. 

A pipeline which was not selling gas one year could sell gas the 

next year. Likewise, a customer could make purchases from any 

number of suppliers in one year and rely upon only a few or even 

none of the same suppliers the next year. Accepting Columbia's 

arguments could lead to constant reclassification of companies as 

pipelines and customers pursued their respective economic 

advantage. To discharge their respective assessment 

responsibilities, the Commission and the Department would involve 

themselves in continuous monitoring of pipelines' business and 

7 
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contractual arrangements to determine the Company's tax status 

from year to year. 

Certainty and administrative simplicity dictate applying the 

test for classifying a pipeline distribution company which the 

Commission implicitly used in tax year 1990. Rather than look to 

the elements of each gas delivery arrangement of each pipeline, 

it should look to the use of the gas. If the pipeline delivers 

gas to ultimate consumers under any commercial arrangement, it is 

a pipeline distribution company •. A pipeline which delivers gas 

to another pipeline or to a local distribution company for 

redelivery is a pipeline transmission company. Direct delivery 

of gas to major industrial concerns, like Allied-Hopewell for its 

uses, or to independent power producers or qualifying facilities 

for generation of electric power, requires classification as a 

pipeline distribution company, in Staff's view. This test does 

not ignore the language in the definition of pipeline 

distribution company. Rather, it permits prompt identification 

of pipeline distribution companies without intrusion into the 

increasingly competitive gas marketplace. 

In conclusion, the Commission's staff believes that the 

simplest analysis is the best analysis. Rather than attempting 

to discern the role of each participant in a particular gas sale, 

the Commission should simply look at the use of the gas after it 

leaves the pipeline's facilities. Such an analysis would 

simplify administration of property taxation and would avoid 

shifts in classification as purchasers change sources of supply 

and pipelines enter and exit the market for supplying gas, as 

8 
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distinguished from simply transporting gas. By virtue of its 

service to Allied-Hopewell, Pipeline was a pipeline distribution 

company whose property was assessed by the Commission. As a 

result of the merger, Columbia has taken from Pipeline the 

business of serving Allied-Hopewell and has become both a 

pipeline transmission company and a pipeline distribution 

company. Consequently, Columbia must file a report of gross 

receipts and property with the Commission as required by § 58.1-

2628(B) of Virginia Code. 

Respectfully submitted, 

By l~ ~,_u 
·wayne N. Smith 
Associate General Counsel 
State Corporation Commission 

Anthony Gambardella, General counsel 
Deborah v. Ellenberg, Deputy General Counsel 
Wayne N. Smith, Associate General Counsel 
state Corporation Commission 
Office of General Counsel 
P.O. Box 1197 
Richmond, Virginia 23209 

Dated: May 10, 1991 
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CERTIFICATE 

I certify that copies of this memorandum were served on this 

lOth day of May on Steven H. Watts, II, Esquire, McGuire, Woods, 

Battle & Boothe, One James Center, Richmond, Virginia 23219, 

Counsel to Columbia Gas Transmission Corporation; on The Honorable 

Mary Sue Terry, Attorney General of Virginia, Supreme Court 

Building, 101 North 8th Street, Richmond, Virginia 23219; and on 

The Honorable William Forst, Tax Commissioner, Department of 

Taxation, P.O. Box 6-L, Richmond, Virginia 23282. 

Wayne N. Smith 
Associate General Counsel 

State Corporation Commission 
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World Trade Center 
Norfolk, VA 23Sl0 

The Army and Navy Club Building 
1627 Eye Street, NY/. 

Wclshington, DC 20006 

Avenue des Ans 41 
1040 Brussels, Belgium 

State Corporation Commission v. Columbia Gas 
Transmission Corporation -- SCC Case No. PST910001 

Dear Mr. Bridge: 

After reviewing the Staff's Memorandum filed May 10, 1991 
(the "Memorandum") I have today sent to the Staff a proposed 
stipulation of facts for use in this proceeding. However, I am 
writing to advise the Commission regarding the possible need for 
Columbia Gas Transmission Corporation ("Columbia") to present 
evidence at the hearing scheduled for May 20. 

I anticipate that Columbia would need to provide only very 
brief evidence on limited matters, assuming the remaining factual 
record can be stipulated by agreement. 

The Staff has argued in its Memorandum that Columbia should 
be assessed as a "pipeline transmission company" for 1991 in part 
because Commonwealth Pipeline was assessed as such for 1990, 
although its sales of natural gas to Allied-Signal, Inc. 
("Allied") were discontinued November 1, 1989. 

However, the assessment of Commonwealth Pipeline's property 
for 1990 relates only to that assessment of that taxpayer, that 
property and that year, i;- r~ot before the Commission in this 
proceeding and is not bL·,;~ill~ on Columbia or thE. Commission in 
this proceeding, which is on the assessment of Columbia's 
property in Virginia (of which the property acquired by merger 
from Commonwealth Pipeline is only a fraction) for 1991. 
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A similar situation was presented in City of Alexandria v. 
Richmond. Fredericksburg and Potomac R.R., 223 Va. 293 (1982), in 
which the railroad had sought in proceedings brought in 
Alexandria city and Henrico County Circuit Courts to correct the 
Commission's statewide property tax assessment for 1975 as it 
applied to the railroad's property in that city and county, based 
on an earlier ruling by the Virginia Supreme Court that the 
Commission's assessments of the railroad's property in Arlington 
County for 1976, 1977 and 1978 had been erroneous. The railroad 
had not previously challenged the statewide assessment for 1975. 
The Court rejected the railroad's claim, based on the following 
reasoning: 

In the Arlington .county case, we held 
that the procedure employed by sec to 
evaluate RF&P's Arlington County property was 
unconstitutional and that such procedure 
rendered the evaluation of that property 
invalid. The validity of scc•s August 1975 
order fixing values state-wide was not before 
the Commission or before us on appeal, and, 
with respect to RF&P's Alexandria and Henrico 
County properties, that order was not 
reversed or otherwise altered by our mandate. 

223 va. at 293 (emphasis by the Court). 

Accordingly, Columbia respectfully requests that the 
Commission determine that the assessment of Commonwealth Pipeline 
for 1990 is not relevant to, and will receive no consideration 
in, this proceeding. In the alternative, Columbia anticipates 
the need to present evidence on this issue. 

Secondly, the Staff has argued in its Memorandum that 
Columbia should be assessed by the Commission as a "pipeline 
distribution company" in order to avoid alleged "constant 
reclassification" of companies. Absent agreement of the Staff to 
stipulate the specific facts as to Columbia's service to Allied, 
which is the only basis for this proceeding, Columbia anticipates 
the need to present evidence on this issue. 

Finally, Columbia believes the record should include an 
estimate of the difference in taxes that Columbia would pay for 
1991 if is assessed by the Commission as a "pipeline distribution 
company," compared with the amount it would pay if it is assessed 
for 1991 if it is assessed by the State Tax Department as a 
"pipeline transmission company" ar!.:~ information on the level of 
revenues received by Columbia from its transportation service to 
Allied. Accordingly, Columbia anticipates the need to present 
evidence on these subjects if they cannot be covered in a 
stipulation with the Staff. 
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Columbia appreciates the opportunity to bring these matters 
to the Commission's attention in advance of the hearing. 

Very truly yours, 

Stephen H. Watts, II 

SHWII/lp 

cc: Theodore v. Morrison, Jr., Chairman 
Thomas P. Harwood, Jr., Commissioner 
Preston c. Shannon, Commissioner 
Wayne N. Smith, Associate General counsel 
A. L. O'Bryan, Director 
Mary sue Terry, Attorney General 
William Forst, Tax Commissioner 
Joseph J. Bartoletta 
H. L. Snyder 
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JH'I-:. . ., .- j _..:. 

v. CASE HO. PST910001 

COLUMBIA GAS TRANSMISSION 
CORPORATION, 

Defendant 

STIPULATION OP FACTS 
-o -.. -

Columbia Gas Transmission Corporation ("Columbia") and the 

Commission's Staff, by counsel, hereby stipulate for the purposes 

of this proceeding as follows: 

1. Columbia is an interstate natural gas transmission 

company engaged in the transportation and sale for resale of 

natural gas in interstate commerce. As such, Columbia is a 

"natural gas company" as defined in the Natural Gas Act, and its 

rates, facilities and service are regulated by the Federal Energy 

Regulatory Commission ("FERC"). 

2. Columbia is a general business corporation organized 

under the laws of Delaware and is authorized to do business in 

Virginia. 

3. Columbia owns and operates an extensive system of 

natural gas pipelines and related compression, storage and other 

facilities spread through the states of Ohio, Kentucky, West 

Virginia, Virginia, Maryland, Pennsylvania, New Jersey and New 
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York. A map showing Columbia's transmission system is attached 

to and made a part of this Stipulation as Attachment No. 1. 

4. Within Virginia, Columbia sells natural qas to a number 

of gas distributors, including Virginia Natural Gas, Inc. 

("VNG"), Commonwealth Gas Services, Inc. ("Services•), and the 

City of Richmond ("Richmond"), for resale by them to end-users 

and also transports qas purchased by these distributors, and by 

end-users served by them, from suppliers other than Columbia. 

Columbia's pipeline facilities connect directly to the facilities 

of these distributors. Columbia's transportation of gas for end­

users served by these distributors includes transportation of gas 

for Allied-Siqnal, Inc. ("Allied"), all of which is purchased 

from suppliers other than Columbia before it is delivered to 

Columbia, that is delivered to Services for transportation and 

redelivery by Services to Allied at the Allied Technical Center 

and Allied Fibers Plant delivery points from Services in 

Chesterfield County and at the Allied Chemical Plant delivery 

point from Services in the City of Hopewell. 

5. Columbia also transports gas for Allied, all of which 

gas is purchased by Allied from suppliers other than Columbia 

before the gas is delivered to Columbia, that is delivered to the 

Allied Chemical Plant in the City of Hopewell through Columbia 

facilities that are directly connected to facilities of Allied. 

There is no intermediate gas distributor transportation for this 

gas. This is the only instance where gas transported by Columbia 

2 
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for a Virginia end-user is not delivered to the end-user through 

the facilities of an intermediate distributor. 

6. Copies of Columbia's transportation service agreements 

with Allied under which such transportation service is made are 

attached to and made a part of this Stipulation as Attachment 

Nos. 2 and 3, respectively. 

7. Columbia makes no sales of gas to end-users in 

Virginia. Columbia has the necessary legal authority from the 

FERC to make sales of gas to end~users in Virginia. Columbia has 

advised the FERC that it proposes to offer an interruptible sales 

service to Allied, with transfer of title to take place at 

receipt points into Columbia's system and Columbia to transport 

such gas under existing transportation agreements, if so 

purchased. 

8. Before December 11, 1990: 

A. VNG, Richmond, Services and Allied received all of 

their natural gas supplies through the gas pipeline facilities of 

Commonwealth Gas Pipeline Corporation ("Commonwealth Pipeline"), 

a Virginia public utility all of whose facilities were located 

within Virginia and whose rates, facilities and service were 

regulated by this Commission; and 

B. Commonwealth Pipeline received all of its deliveries 

of gas from Columbia and another interstate pipeline, 

Transcontinental Gas Pipe Line Corporation ("Transco") at 

delivery points in Virginia. A map of the former Commonwealth 

3 



Pipeline facilities is attached to and made a part of this 

Stipulation as Attachment No. 4. 

9. Before November 1, 1989: 

000037 

A. Columbia and Transco sold gas to Commonwealth 

Pipeline for resale by it to VNG, Services, Richmond and Allied 

and also transported gas purchased by Commonwealth Pipeline from 

other suppliers for its own system supply; and 

B. Columbia and Transco also transported for VNG, 

Services and Richmond (and for en~-users served by them), and for 

Allied, gas that had been purchased by them from other suppliers 

and that was delivered to Commonwealth Pipeline for 

transportation and redelivery to them. 

10. Effective November 1, 1989: 

A. The arrangements described in Paragraph No. of 

this Stipulation were restructured as Commonwealth Pipeline 

ceased making any sales of gas, and VNG, Services and Richmond 

became direct sale for resale customers of Columbia and Transco 

at those pipelines• points of delivery to Commonwealth Pipeline; 

B. Allied declined to become a sales customer of 

either Columbia or Transco and instead continued to use Columbia 

solely for transportation of gas purchased by Allied from other 

suppliers; and 

c. Commonwealth Pipeline became solely a transporter 

within Virginia of gas already purchased by VNG, Services and 

Richmond (or customers served by them), and by Allied, from other 

sources. 

4 
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11. Effective December 11, 1990, Commonwealth Pipeline was 

merged into Columbia (the "Merger"), which was the surviving 

corporation. Af.ter the Merger, Columbia now makes sales for 

resale and delivers transportation gas directly to VNG, Services 

and Richmond, and delivers transportation gas to Allied, at the 

delivery points at which they formerly received service from 

Commonwealth Pipeline. 

12. Since the recodification of Va. Code Title 58.1 in 

1984, Columbia's real and tangibl~ personal property has been 

assessed by the State Tax Department (the "Department") pursuant 

to Code S 58.1-2627.18. 

13. By letter dated December 13, 1990, Commission Director 

of Public Service Taxation A. L. O'Bryan advised Columbia's 

President, James P. Holland, that the Division would classify 

Columbia as a pipeline distribution company in tax year 1991. In 

the same letter, Mr. O'Bryan stated that the appropriate form 

for reporting property would be mailed to Columbia in January, 

1991. Columbia received the appropriate report form in January, 

1991. 

14. Columbia made an informal complaint to Commissioner 

Thomas P. Harwood on April 12, 1991, pursuant to Rules 3:2 and 

5:4 of the Commission's Rules of Practice and Procedure to review 

and reverse the Division's determination to clas~ify Columbia as 

a pipeline distribution company for tax year 1991. 

15. Columbia did not file a completed and certified report 

with the Commission on or before April 15, 1991. 

5 
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16. Columbia- timely filed a completed and certified form 

for reportinq property with the Department for the tax year 1991. 

Respectfully submitted, 

COLUMBIA GAS TRANSMISSION CORPORATION 

Of Counsel 

STATE CORPORATION COMMISSION STAFF 

By ~ld lf1 kl£ 
Of Counsel 

6 
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ATTACHMENT NO. 1 
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AT.TACHMENT .NO. 2 



Agreement No. 35267 OOOO 
Control No. 891011-0lC '13 

SERVICE AGREEMENT FOR 
S£RVlCE UNDER FTS RAT£ SCHEDULE 

THIS AGRE£P-!ENT, made and entered into as of the 1st day of November, 
1989. by and between COLUMBIA GAS TRANSMISSION CO~PORATION, a De1aware 
corporation (hereinafter ca1led "Seller .. }, and ALLIEO·SIGNAL INC., P.O. Box 
2006R, Morristown, NJ 07962-2006, a Delaware corporation (hereinafter called 
"Buyer"), and CO~MONWEALTH GAS PIPELINE CORPORATION, 800 Moorefield Park 
Drive, Richmond, VA 23236·3659, a Virg;nia corporation (hereinafter called 
"Jnter-med;ate Transporter", if any). 

WITNESSETH: That ;n consideration of the mutual covenants herein con· 
tained, the parties hereto agree as follows: 

Section 1. Service to be Rendered. · (a) In accordance with tht apr>1 ;­
cable prov;sion·s of the effect1ve FTS Rate Schedule of Seller•s FERC Gas 
Tariff, Or;ginal Vo1ume No. 1 (Tariff), on file with the Federal Energy 
Reguletory Commiss;on (Commission), and tht teMms and conditions herein 
conta;ned, Seller sha11 receive the Quantities of gas requested by Buyer to be 
transported end sha11 redeliver thermally eQuiva1ent quantities of gas (less 
company-use and unaccounted-for Quantities (Fuel), when appl;cabJe) to or for , 
the aceount of Buyer on a firm basis. 

(b) ihe transportation service described herein sha11 be provided on 
behalf of Intermediate Transporter subject to the provisions of Part 284. 
Subpart fB) of the Commission's Re~u1ations. Intermediate Transporter avers 
that it wi11 receive a substantial benefit from this arrangement. 

Section 2. Transeortation Demand. Subject to the provisions he,.ein 
contained, Seller's max1mum obllgat1on to deliver gas to or for Buyer here· 
under shall be 50,075 Oth per day (Transportat;on Demand). Se11er•s max;mum 
daily obligation to receive gas at eaeh point of receipt and maximum daily 
del;very obligation (MODO) et each point of delivery sha11 be as specified in 
Append;x A. 

Section 3. Points of Receipt and De1iverx. The po;nts of receipt at 
which Buyer shalT dei1ver gas or cause gas to be delivered 1nto Seller's 
system sha,t be those specified in Appendix A. The points of delivery at 
which Se11tr shall redelivtr theMma11y eQuivalent quantities (less Fuel, when 
appt;cable} to Buyer or for Buyer's account shall be those specif;ed in 
Append;x A. Appendix A mey be amended from timt to time by agreement of Buyer. 
and Seller. 

Poat-lt~ brand tax transmtttal memo 7671 I• or pag •• ~ 2-0 
To .!l,fc,p~ W ~,olaf-'· ..... frol'CIC.v~ De"-·~·~~·~"''"" 
eM. r; · ~· J.c· co. -reo 

c. ""'''"' 
Gl&t • 

Dept. Phone II •-----1 

:.~t.S?- 'l.5'f~ 
1111

c 'So"''-11 S -I 0 C./ , ... 

, 
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SERVJCE AGREEMENT FOR 

SfRVlC£ UNDER FTS RAT£ SCHEDULE CCONT'D) 

Section 4. Rate and Pa,ment. Unless otherwise agreed to b~ Seller and 
Buyer in writing, 1uyer shai pay Seller (a) the maldmum Reservation Charqe 
per Dth of Transportation Demand. and (b) the maximum firm commodity charg~ 
per Dth of gas delivered by Seller hereunder. In addition, Buyer sha11 pay 
Selltr the Gatherin9 Charge where Buyer hts gas transported hereunder through 
Sf.ller•s gathering facilities, as ;dentified on Appendix A. Se11er sha11 also 
retain for Fuel a percentage of the gas r@ceived for transportation for Buyer 
unless Seller and Buyer mutually agree that Seller will furnish the Fuel and 
charge Buyer for such Fuel. as set forth on Appendix A. The charges anc 
percentage of Fuel retainage shall be those set forth in the currently effec­
t;ve Sheet No. 16A2 of Seller's Tariff. Seller sha11 bill and Buyer shall pay 
all charges in accordance with the app1;cable terms set forth in Seller's 
Tariff. 

Section 5. Intermed;ate Transporter. [This provision is app1;cable on1y 
;f there is an intermed1ate transporter (i.e •• a local distr;bution cnmpany, 
intrastate pioe1ine company or interstate- pipeline company) between the 
systems of Seller and Buyer.] Intermediate Transporter shall coordinate its 
efforts with Seller and Buyer to provide service in accordance with the provi­
sions of Se11er•s FTS Rate Schedule. Intermediate Transporter sha11 provide, 
upon request. information to Se11er regarding the actual quant;ties of trans· 
ported ges ult;mately delivered by Seller to or for Buyer. Any transportatio~ 
services prov;ded by Intermediate Transporter for Buyer shall bt governed by 
the terms of a separate gas transportation agreement. 

Section 6. Genera1 Terms and Conditinns. This Agreement in all respects 
shall be subject to the app1ic;a61e prov1s1ons of Se1ler's FTS Rate Schedule 
and the General Terms and Conditions of its Tariff incorporated therein, as 
the same may be amended or superseded in accordance with the ru1es and regula­
tions of the Commission, which are by reference made a part hereof. 

Section 7. Regulation. This Agreement is contingent upon the receipt 
and continuation of ali necessary regulatory approvals and author;zations upon 
te~s acceptable to Se11er. This Agreement shall beeome void or exp;re, as 
appropriatf, if any necessary regu1atory approva1 or authorization is not so 
received and continutd. All parties sha11 cooperate to obtain and continue 
a11 necessary approvals and authorizations, but no party shall be liablt to 
any other party far fa;lure to obtain or continue such approvals or authoriza­
tions. 

Section 8. Te~. This Agreement shall beeome effective, and, for 
purposes of the Re~ation Charge, transportation service shall be deemed to 
commence. ts of November 1, 1989 and shall eont1nue 1n full foree and efftct 
unti1 October 31, 2004 and from year-to-year thereafter unless terminated by 
either party in writing six months prio:' ~r the anniversary date. 

• 
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Section t. Notices. Notices to Se11er under this Agreement sha11 be 
addressed to 1 t at Post Office Box 1273. Charles ton. West Virginia 25325. 
Attention: Director of Transportation and Exchange• notices to Buyer shall be 
addressed to it at P.O. Box 2006R, Morristown, NJ 07962·2006, Attn: 
Mr. Edward R. Pruitt; and notices to Intenmediate Transporter shall be 
eddressed to it at P.O. Box 35800, Richmo"d, VA 23235·0800, 
Attn: Mr. Richard Be1cher; un1ess and until changed by written notice. 
Interruption and curtailment notices may be by telephone or ttlegraph and 
shall be given to the dispatcher of Seller's wholesale customer when such 
customer is e;ther the Buyer or Intermed;ate Transporter. Otherwise, sucn 
notices shall be commun;eated directly to Buyer's designated contact. 

Section 10. Superseded Agreements. This Agreement supersedes and 
concels, as of the eff!ct1ve date hereof, th~ following contracts: N/A. 

Section 11. Contingenc;es. (a) Service of 15,000 Dth per day of the 
Transportation Demand, is contingent upon receipt of a cert1f;cate of pub1ic 
convenience and necessity in Se11er's Docket No. CP89·1929·000, in form and 
content acceptable to Se,ler, and construction of the fac:;lities authorized 
therein. Unt11 such time as the facilities identified therein are constructed 
end placed into service, 15,000 Dth per day of the Transportation Demand shall 
be provided by the Seller subject to reduction in accordance with the ' 
September 8, 1989 agreement without 1 i ab i 1 f ty therefor; prov 1 ded- however, 
that for each day that Se1 ler is unable to provide firm service for any 
portion of tht aforese;d· 15,000 Dth per day, 1t will provide Buyer w;th a D-1 

·demand charge credit applicable to the level of service not furnished by 
Seller, prorated on a daily basis. 

(b) This agreement is further contingent upon final approva1 and 
acceptance of the Stipulation and Agreement initiallr approved by the 
Commission on October 19. 1989, in Se11er•s Docket No. RP86-168-000, et al. 



SERVICE AGREEMENT FOR 
SERVICE UNDER FTS RATE SCHEDULE (CONT 1 0) 

The parties hereto have accordingly and duly executed th;s Agreement. 

COLUMB:A GAS TRANSMlSS:ON CORPORATIO~ 

By: 

COMMONWEALTH GAS PIPELINE CORPORATION 
(Intermediate Transporter) 

1 
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it ,.. ........ .. 

Appendi~ A to Service Agreement 
between Columbia Gas Transm;ssion Corporation (Seller) 

and ALLIEO·SIGNAL INC. (Buyer) 
dated Novtmber 1. 1989 

1. PO!NT(S) OF RECEIPT BV SELLER 

Description 11 
1) Del;vered to Seller via Columbia Gu1f Trans­

miss;on Company at Leach, KY. 

2) De1;vered to Se11er via Tennessee Gas Pipe1;ne 
Company at Broad Run, WV. 

Max. Daily 
Quantity (Dth' £1 

27,133 

22,942 

2. POINT(S) OF DELIVERY TO OR FOR BUVER 

Dtscript;on 

Delivered to Commonwealth Gas Pipeline Corporation 
via Seller at Bickers Measuring Stat;on, No. 802750, 
Grttne Co., Virginia for redelivery to Buyer's 
fac11ity at Hopewe11, Virginia. 

MDDO (Dth) 

50,075 !I 

17 $pec1fy each rtceipt point where Seller•s gathering facilities are 
utilized. 

2/ - Quantities subject to reduction in accordance with Agreement between 
Se11er and Buyer dated September 8, 1989, 

,·, 

FTSAOl/75 
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SUPPLEMENT NO, 1 
TO 

TRANSPORTATION SERVICE AGREEMENT 
UNDER FTS RATE SCHEDULE 

Agreement No. 35267 
Control No •. 891011·010 

THIS SUPPLEMENTAL AGREEMENT, made and ente,.ed into this 8th day of 
December, 1990, by and between COLUMBIA GAS TRANSMISSION CORPORATION, a 
Delaware corporat;on (hereinafter ca11ed "Se11tr 11

), and ALLIED-SIGNAL INC., a 
Delaware corporation (hereinafter called "Buyer"). 

W I T N E S S E T H: ... _. .. -._.., __ _._ 

WHEREAS, on November 1, 1989, Seller, A11ied-Signal Inc. and Commonwealth 
Gas Pipeline Corporation entered into a Gas Transportation Agreement 
numerically designated by Columb;a as shown above ("Agreement"); and 

WHEREAS, on December 8, 1990, the Federal Energy Regu1atory Commission 
issued an order approving Seller's proposal to acquire by merger the 
facilities of Commonwealth Gas Pipeline Corporation; and 

WHEREAS. the part;es hereto desire to amend Section 1 to the Agreement to 
prov1~e a change to the regulatory authority under whieh this transportation 
service ;s being provided; and 

WHEREAS, the parties hereto desire to amend Appendix A to the Agreement 
to provide for the addition and/or deletion of points of receipt and/or points 
of de1;very; 

NOW, THEREFORE, in consideration of the premises and the mutual benefits 
to be derived therefrom, and in accordance with the terms and conditions of 
Seller's FERC Gas Tariff, the parties hereby agree as fo11ows: 

Effect;ve as of December 8, 1990, Section 1 to the Agrfement is amended 
to provide that henceforth, the transportation service will be provfdrd under 
Part 284, Subpart (G) of the Commiss;on's Regulations and Appendix A to the 
Agreement. as previously supp1emented or amended. is htreby eanetlled and 
replaced with the Appendix A attached hereto and made a pert hereof • 

.. 

' 
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All other terms and conditions of the Agreement, as it may have been 
otherwise supplemented ~r amended, shall remain in full force and effect. 

IN WITNESS WHEREOF. this Suppl ementa 1 Agreement is exeeuted as of the 
date and year first above written. 

COLUMBIA GAS TRANSMISSION CORPORA ION 

By: 

IGNAL INC 
(Buyer) 

By: 
Its: 

FTSS02 
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Agreement No. 35267 

FORM OF SERVICE ·AGREEMENT FOR 
SERVICE UNDER FTS RATE SCHEDULE (CONT'O) 

Appendix A to Service Agreement 
between Columbia Gas Transmission Corporation {Seller) 

and ALLIED~SIGNAL INC. (Buyer) 
dated November 1, 1990 

1. POINT{S) OF RECElPT BY SELLER 

Description 

1) Delivered to Se11er via Columbia Gu1f Trans­
mission Company at Leach, KY. 

2) Delivered to Seller v;a Tennessee Gas Pipeline 
Company at Broad Run, wv. 

2. POJNT(S) OF DELIVERY TO OR FOR BUYER 

Description 

Delivered to Buyer v;a Seller at Hopewell, Virginia. 

.. 

Max. Daily 
guant;ty (Dth) 11 

27,133 

22,942 

MODO (Dth) 

50,075 2/ -

1/ - Company-use and unaccounted-for quantities shall be added to the 
quantitits shown in the column when Se1ler retains fuel. 

Quantities subject to reduetion in accordance with Agreement bttween 
Seller and Buyer dated September 8, 1989. 

·' 

FTSAOl/75 
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SE~VlCE AGREEMENT FOR 
S£RVlCE UNDER FTS RATE SCHFOULE 

Agreemtnt No. 35267 
Control No. 891011-010 0000.51 

THIS AGREE~ENT. made end entered into as of the 1st day of November, 
1989, by and between COLUMBIA GAS TRANSMISSION CO~PORATION, a Delaware 
corporation (hereinafter ca11ed "Seller''), and ALLIED-SIGNAL INC., P.O. Box 
2006R, Morr1stown, NJ 07962-2006. a Delaware corporat;on (hereinafter called 
"Buyer"), and CO~MO~WEALTH GAS PIPELINE CO~PORATION, 800 Moorefie1d Park 
Drive, Richmond, VA 23236·3659. a Virginia corporation {hereinafter ea11ed 
" l n termed i ate Transporter" , i f any ) . 

WITNESSETH: That in consideration of the mutual covenants herein con· 
tained, the parties hereto agree as follows: 

Section 1. Service to be Rendered. (a) In accordance with the app11-
ceble provis;on·s of the ef~ect1ve FTS Rate Schedule of Seller's FERC Gas 
Tariff, Origina1 Volume No. 1 (Tariff), on fi1e with the 'ederal Energy 
RegulAtory Commiss;on {Commission), and th~ terms and conditions herein 
contained, Sell~r sha11 receive the Quantities of ges requested by Buyer to be 
transported and shall redeliver thermally eQuivalent quantities of gas fless 
company-use and unaccounted-for Quantities (Fuel). when oppl;c~b1e) to or for , 
the account of Buyer on a firm basis. 

{b) The transportation service described herein shall be provided on 
beh81 f of Intermediate Transporter subject to the provisions of Part 284. 
Subpart fB) of the Commission's Regulations. Intermediate Transporter avers 
th~t it will receive a substantial benefit from this arrangement. 

Section 2. Transportation Demand. Subject to the provisions herein 
conta;ned. Seller's maxlmum obl1gat1on to deliver gas to or for Buyer here· 
under shall be 50,075 Dth per day (Transportation Demand). Seller•s ma~imum 
daily obligation to receive qas at each point of receipt and maximum daily 
del;very obligation (MODO) et each point of delivery shall be as specified in 
Appendix A. 

Section 3. Points of Receipt and De1ivery. The points of receipt at 
wtdch Buyer shall dei1ver gas or cause gas to be delivered 1nto Seller's 
syste~ sha11 be those spee;fied in Appendix A. The points of delivery at 
which Seller shall redeliver thermally eQuivalent quantities {less Fuel, when 
applicable) to Buyer or for Buyer's account shall be those specif;ed in 
Appendix A. Appendix A may be amended from time to time by agreement of Buyer 
and Se11er. 

Post-lt .. brano tax trans~uttal memo 7671J• or pag.e, :L 0 

To !lf-e-p~ \/vC'-"f-f..) Fro!}, De . J.s 
C'\_ V e,· A..VI ~l··v 

c~~ G . Wo('J..s Co -reo c., V..llt/ 

Dept. Phont:fl ;.\.$?- :L5'f~ 
Fax"So't-7? S-/0~/ Fe HI 
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SERVICE AGREEMENT FOR 
Sf~VlC£ UNDER ~TS RAT£ SCHEDULE (CONT'D) 

Section 4. Rate and Pa,ment. Un1es5 otherwise agreed to by Se11er and 
Buyer in writing. Buyer shal pay Seller (a) the maximum Reservation Charqe 
per Dth of Transportation Demand, and (b) the maximum firm commod;ty charg~ 
per Dth of' gas de1ivered by Seller hereunder. In addition, Buyer sha11 pav 
Se11tr the Gathering Charge where Buyer ha~ gas transported hereunder through 
Seller's gathering facilities, as identified on Appendix A. Se11er sh~11 also 
retain for Fuel a percentage of the gas received for transportation for Buyer 
unless Seller and Buyer mutually agree that Seller will furnish the Fuel !nd 
charge Buyer for such Fuel, as set forth on Appendix A. The charges anc 
percentage of Fuel retainage sha11 be those set forth in the current1y effec­
tive Sheet No. 16A2 of Seller•s Tariff. Seller sha11 bill and Buyer shall pay 
all charges in accordance with the applicable terms set forth in Seller's 
Tariff. 

. Section 5. Intermediate Transporter. [Th;s prov1s1on is applicable only 
1f there ;s an intermed1ate transporter {i.e., a 1ocal distribution companv, 
intrastate p;pe1ine company or interstate- pipeline company) between the 
systems of Se11er and Buyer.] Intermediate Transporter shall coordinate its 
efforts with Seller and Buyer to provide service in accordance with the provi· 
sions of Seller's FTS Rate Schedule. Intermediate Transporter shall provide, 
upon reQuest, information to Se11er regarding the actual quantities of trans· 
ported gas ultimately delivered by Seller to or for Buyer. Any transportation 
serv;ces provided by Intermediate Transporter for Buyer sha11 be governed by 
the terms of a separate gas transportation agreement. 

Section 6. Genera1 Terms and Conditions. This Agreement in all respects 
sha11 be subject to the app1icable prov1s1ons of Se11er's FTS Rate Schedule 
and the General Terms and Conditions of its Tariff incorporated therein. as 
the same may be amended or superseded in accordance with the rules and regula­
tions of the Commission, which are by reference made a part hereof. 

Section 7. Regulation. This Agreement is contingent upon the receipt 
and continuation of ali necessary regulatory approvals and authorizations upon 
terms acceptable to Seller. This Agreement shall beeome vo;d or expire, as 
appropr;ate, if any necessary regulatory approval or authorization 1s not so 
received and continued. All parties sha11 eooperate to obtain and continue 
a11 necessary approvals and authorizations, but no party shall be l;ab1~ to 
any other party for failure to obtain or continue such approva1s or authoriza­
tions. 

Stction 8. TeMm. This Agr&ement shall become effective. and, for 
purposes of the Re~ation Charge, transportation service shall be deemed to 
commence, as of November 1, 1989 and shall continue in full force and effect 
until October 31, 2004 and from year·to·year thereafter unless term;nated by 
either ~·;.: t;· in writing six months prior to the anniversary date. 

oooosz 
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Sec:tion '· Notices. Notices to Seller under this Agreement sha11 be 
addressed to 1t at Post Office Box 1273, Charleston, West Virginia 25325. 
Attention: Director of Transportation and Exchange, notices to Buyer sha11 be 
addressed to it at P.O. Box 2006R, Morristown, NJ 07962·2006, Attn: 
Mr. Edward R. Pruitt; and notices to Inte~ediate Transporter sha11 be 
addressed to it at P.O. Box 3SSOO, Richmond, VA 23235·0800, 
Attn: Mr. Richard Belcher~ un1ess and unt;1 ehanged by written notice. 
Interruption and curtailment notices may be by te1ephone or telegraph end 
shall be given to the disp!tcner of Seller's wholesale customer when suer. 
customer is either the Buyer or Intermediate Transporter. Otherwise, such 
notices shall be communicated directly to Buyer's designated contact6 

Section 10. Superseded Agreements. This Agreement supersedes and 
cencels, as of the e'fective date hereof, the fo1lowing contracts: N/A. 

Section 11. Contingencies. (a) Service of 15,000 Oth per day of the 
Transportation Demand, is contingent upon receipt of a cert1ficate of public 
convenience and necessity in Seller's Docket No. CP89·1929-000, in form and 
content acceptable to Se1ler, and construction of the facilities authorized 
therein. Until such time as the facilities identified therein·are constructed 
and p1aced into service, lS,OOO Dth per day of the Transportati~n Demand shall 
be provided by the Se1ler subject to reduction in accordance with the ' 
September 8, 1989 agreement without liability therefor; provided, however, 
that for each day that Seller is unable to provide firm serviee for any 
portion of the aforesaid 15,000 Dth per day, 1t will prov;de Buyer with a 0-1 
demand charge credit app1icable to the level of service not furnished by 
Seller, prorated on a daily basis. 

(b) This egreement is further contingent upon final approva1 and 
acceptance of the Stipulation and Agretment initially approved by the 
Commi&sion on October 19, 1989. in Seller's Docket No. RP86-168-000, et al. 



SERVICE AGREEM£NT FOR 
SERVICE UNDER FTS RATE SCHEOUL£ (CONT'O) 

The parties hereto have according1y and duly executed this Agreement. 

COLUMB:A GAS TRANSMISSlON CORPORATION 

By: 

COMMONWEALTH GAS PIPELINE CORPORATION 
(Intermediate Transporter) 

000054 
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FORM OF SERVICE AGREEMENT FOR 
SERVICE UNDER tTS RATE SCHEDULE (CONT'D} 

Appendix A to Service Agreement 
between Columbia Gas Transm;ssion Corporation (Sel1er) 

and ALLIED-SIGNAL INC. (Buyer) 
dated November 1, 1989 

1. PO!NT(S) OF RECEIPT SV SELLER 

Descr;ption 11 
1) Del;vertd to Seller via Columb;o Gu1f Trans­

mission Company at Leach, KY. 

Z) De1;vered to Seller via Tennessee Gas Pipeline 
Company at Broad Run, WV. 

2. POINT(S) OF DELIVERY TO OR FOR BUYER 

Descript;on 

Delivered to Commonwea1th Gas Pipeline Corporation 
via Se11er at Bickers Measur;ng Stat;on, No. 802750, 
Greene Co., Virginia for redelivery to Buyer's 
facility at Hopewe,l, Virginia. 

Max. Oa i 1y 
Quantity (Otn\ £1 

27,133 

22,942 

MODO (Dtt-1) 

50,0?5 £! 

!7 spec1fy each receipt point where Se11er•s gathering facilities are 
utilized. 

2/ - Quantit;es subject to reduction in accordance with Agreement between 
Seller end Buyer dated September 8, 1989. 

,·, 
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SUPPLEMENT NO. 1 
TO 

TRANSPORTATION SERVICE AGREEMENT 
UNDER FTS RATE SCHEDULE 

Agreement No. 35267 
Control No •. 891011·010 

THIS SUPPLEMENTAL AGREEMENT, made and entered into this 8th day of 
December, 1990, by and between COLUMBIA GAS TRANSMISSION CORPORATION, a 
De1aware corporation (hereinafter ca11ed "Seller"}, and ALLIED-SIGNAL INC., a 
Delaware corporation (hereinafter called "Buyer"). 

W I T N E S S E T H: ......... __ ... ____ _ 

WHEREAS, on November 1, 1989, Se11er, A11ied-Signal Inc. and Commonwealth 
Gas Pipeline Corporation entered into a Gas Transportation Agreement 
numerically designated by Columbia as shown above ("Agreement"); and 

WHEREAS, on December 8, 1990, the Federal Energy Regu1atory Commission 
issued an order approving Seller's proposa1 to acquire by merger the 
facil;ties of Commonwealth Gas Pipeline Corporation; and 

WHEREAS, the parties hereto desire to amend Section 1 to the Agreement to 
provi~e a change to the regulatory authority under which this transportation 
serv;ce is being provided; and 

WHEREAS, the parties hereto desire to amend Appendix A to the Agreement 
to provide for the addition and/or deletion of points of receipt and/or po;nts 
of delivery; 

NOW, THEREFORE, in considerat;on of the premises and the mutual benef;ts 
to be derived thfrefrom, and in accordance with the terms and conditions of 
Seller's FERC Gas Tariff, the parties hereby agree as fo11ows: 

Effective as of December 8, 1990, Section 1 to the Agr~ement ;s amended 
to provide that henceforth, the transportation service wi11 be provided under 
Part 284, Subpart (G) of the Commission's Regulations and Appendix A to tne 
Agreement, as previously supplemented or amenctecJ" is hereby cancel led and 
replaced with the Appendix A attached hereto and made a part hereof. 

000056 
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All other terms and conditions of the Agreement, as it may have been 
otherwise supplemented pr amended. sha11 remain in full force and effect. 

IN WITNESS WHEREOF, this Supp1 ementa 1 Agreement is executed as of the 
date and year first above written. 

COLUMBIA GAS TRANSMISSION CORPORA ION 

By: 

IGNAL INC 
(Buyer) 

By: 
Its: 

FTSS02 
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FORM OF SERVICE ·AGREEMENT FOR 
SERVICE UNDER FTS RAT£ SCHEDULE (CONT'D) 

Appendix A to Service Agreement 
between Columbia Gas Transmission Corporation (Seller) 

and ALLIED~SlGNAL INC. (Buyer) 
dated November 1. 1990 

1. POINT(S) OF RECEIPT BY SELLER 

Descript;on 

1) Delivered to Seller via Columbia Gu1~ Trans­
mission Company at Leach, KY. 

2) Delivered to Seller via Tennessee Gas Pipeline 
Company at Broad Run, wv. 

2. PQINT(S) OF DELIVERY TO OR FOR BUYER 

Description 

Delivered to Buyer via Seller at Hopewel1, Virginia. 

Max. Daily 
Quantity (Oth) !I 

27,133 

22,942 

MODO (Dth) 

50,075 2/ -

1/ - Company-use and unaccounted-for quantities shall be added to the 
quantities shown in the eo1umn when Se11er retains fuel. 

!I Quantities subject to reduction ;n accordance with Agreement between 
Seller and Buyer dated September 8, 1989. 

·' 
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Agreement No. 32404 
Control No. 
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FORM OF SERVICE AGREEMENT FOR 
SERVICE UNDER ITS RATE SCHEDULE 

• THIS AGREEMENT, made and entered into as of the h.U. day of 'ft~ruQI'!f, 
19Jl, by and between COLUMBIA GAS TRANSMISSION CORPORATION, aelaware 
corporation (hereinafter called "Seller 11

), and ALLIED CORPORATION, P. 0. Box 
2006R, Morristown, NJ 07960, a New York corporation (hereinafter called 
"Buyer"), and COMMONWEALTH GAS PIPELINE CORPORATION, P. 0. Box 2350, Richmond, 
VA 23218, a V1rg1n1a corporation (hereinafter called ulntermediate 
Transporter11 

( 1 f any)). 

WITNESSETH: That 1n consideration of the mutual covenants herein 
contained, the parties hereto_agree as follows: 

Section 1. Service to be Rendered. Seller agrees to both receive the 
Transportat1on Quantity here1nafter stated and redeliver (l·ess company-use and 
unaccounted-for quantities) thermally equivalent quantities of gas on behalf 
of Buyer on an 1nt~rrupt1b1e basis in accordance w1th the app11cable 
prov1s1ons of Seller•s effective ITS Rate Schedule on file with the Federal ' 
Energy Reg~1atory Commission (Comm1ssion) and the terms and conditions herein 
contained. Where Buyer is a local distribution company, an intrastate 
pipeline. or an 1nterstat.e pipeline. Buyer avers that it will receive a 
substantial benefit from this arrangement. 

Sect1on 2. Transportation Quantity. Subject to the provisions herein 
eonta1ned, the Transportation Quantity shall be 65,000 Oth per day or such 
other quantity as approved by Seller. The maximum daily obligation to rece1ve 
or redeliver gas at each point of receipt or point of delivery shall be as 
specified 1n Appendix A. 

Section 3. Points of Rece1pt and De11ver.v. The po1nts of receipt at 
which Buyer shall deliver gas or cause gas to be delivered 1nto Seller's 
system shall be those specified 1n Appendix A. The points of delivery at 
which Seller shall redeliver thermally equivalent quantities (less company-use 
and unaccounted-for quantit1es) to Buyer or for Buyer's account shall be those 
specified on Appendix A. Appendix A may be amended from time to time by 
agreement of Buyer and Se 11 er. 

Section 4. Rate and Payment. Unless otherwise agreed to by Seller and 
Buyer 1n wr1t1ng, Buyer shall pay Seller the max1mum transportation rate set 
forth on ~urrently effective Sheet No. 16A2 of Seller's FERC Gas Tariff per 
Dth of gas received by Seller hereunder. The charge shall be billed and paid 
for 1 n accordance w1 th the app 1 i cab 1 e terms set forth 1 n Se 1 1 er' s current 1 y 
effective FERC Gas Tariff. In addition, Seller shall retain a percentage of 
gas received for transportation for Buyer for company•use and unaccounted-for 
requirements as set forth in currently effective Sheet No. 16A2. 

! 
! 
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FORM OF SERVICE AGREEMENT FOR 
SERVICE UNDER ITS RATE SCHEDULE (CONT'O) 

Section S: Intermed1ate Transporter. [This provision 1s applicable only 
if there is an Intermediate Transporter (i.e., a local distribution company, 
1ntrastate p1pe1ine company or interstate pipe,1ne company) between Se11er and 
Buyer on whose. beha 1 f gas wi 1 1 be transported pursuant to the Commi ss 1 on • s 
Regulations.] Intermediate Transporter avers that it w111 receive a 
substantia 1 benef1 t from th 1 s arrangement. Intermediate Transporter sha 1 1 
coordinate its efforts w1th Seller and Buyer to provide serv1ce in accordance 
with the provisions of Se11er's ITS Rate Schedule. Intermediate Transporter 
agrees to provide, upon request, information to Seller regarding the actual 
quantities of transported gas ultimately delivered to or for Buyer. It 1s 
understood and agreed that transportation services provided by Intermediate 
Transporter to Buyer are governed by the terms of a separate gas 
transportation agreement. 

Section 6. General Terms and Conditio~s. This Agreement in all respects 
shall be subject to the app1icab1e provisions of Seller's ITS Rate Sehedu1e of 
its FERC Gas Tariff f11ed w1th the Commiss1on and the General Terms and 
Conditions incorporated therein, as the same may be amended or superseded in 
accordance with. the rules and regulations of the Commission, which are by 
reference made a part hereof. 

Section 7. Regulation. (a) This Agreement is contingent upon the 
receipt and continuation of all necessary regulatory approvals or 
authorizations upon terms acceptable to Seller. This Agreement shall be void 
or expire, as appropriate, if any necessary regulatory approva' or 
authorization is not so obtained or continued. A11 parties will cooperate. to 
obtain or continue all necessary approvals or authorizations, but no party 
shall be 11able to any other party for failure to obtain or cont1nue such 
approvals or authorizations. 

(b) The transportation service described herein w111 be provided subject 
to the provisions of Part 284, Subpart (B) of the Commission's Regulations. 

Section 8. Term. Th1s Agreement shall become effect1ve as of July 1, 
1986 and shall continue in full force and effect until March 31. 1987. and 
from month·to~month thereafter unless terminated by e1ther party upon thirty 
(30) days written notice to the other. 

Section 9. Notices. Notices to Seller under this Agreement shall be 
addressed to 1t at Po5t Office Box 1273, Charleston, West V1rg1n1a 25325, 
Attention: Director of Transportation and Exchange; notices to Buyer shall be 
addressed to it at P. 0. Box 2006R, Morr1 stown. NJ 07960, Attn: Mr. J. M. 
Tyner; and notices to Intermediate Transporter shall be addressed to it at 
P. 0. Box 2350, Richmond, VA 23218, Attn: Mr. Richard Belcher; unless and 
unt11 changed by any party by written notice. Interruption notices may be by 
telephone or telegraph and shal1 be given to Seller's who1esa1e c:ustomer's 
d1sp&tcher when such customer 1s e1ther the Buyer or Intermed1ate Transporter 
and otherw1se directly to Buyer's designated contact. 

00t;JOG1 
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FORM OF SERVICE AGREEMENT FOR 
SERVICE UNDER ITS RATE SCHEDULE (CONT'D) 
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Section 10. Superseded Agreements. This Agreement supersedes and 
cancel.s, as of the effective date hereof, the following contracts: Dated 
July 1, 1985 (Columbia 1 s contract #30759) and dated May 7, 1986 (Columbia's 
contract 1131609), and dated April 21. 1983 (Columbia's contract #28729) and 
dated November 1, 1985 (Columbia's transportation provisions of contract 
#31141). 

COLUMBIA GAS TRANSMISSION CORPORATION 

By: /Ate~~~ 
ALLIED CORPORATION 

(Buyer) 

I By: ~ ~./414) 
Its: 

COMMONWEALTH GAS PIPELINE CORPORATION 
. (Intermediate Transporter) 

By: 
Its: 



Descriotion 

FORM OF SERVICE AGREEMENT FOR 
SERVICE UNDER ITS RATE SCHEDULE (CONT'O) 

APPENDIX A 

1. POINT(S) OF RECEIPT INTO SELLER 

1) Columbia Pool (CPP) (Various) 

Z) Delivered to Columbia Gas Transmission Corporation 
via Texas Gas Transmission at Lebanon, Ohio. The 
producer is Bishop. 

3) Delivered to Columbia Gas Transmission Corporation 
via Texas Gas Transmission at Lebanon, Ohio. The 
produeer is Mark Producing. 

4) Delivered to Columbia Gas Transmission Corporation 
via Texas Gas Transmission at Lebanon, Ohio. The 
produeer 1s Tenngasco. 

S) Delivered to Columbia Gas Transmission Corporation 
via Columbia Gulf Transmission Company at Leach, 
Kentucky. The producers are various. 

6) Delivered to Co1umb1a Gas Transmission Corporation 
at Meter 162886 - Rando1ph, #820337 - Sugar Run 
and 1620904 - Wagner. The producer 1s Alamco. 

2. POINT(S) OF DELIVERY TO OR FOR BUYER 

Description 

De11vered to Commonwealth Gas Pipeline Corporat1on via 
Columbia Gas Transmission Corporatton at B1c~ers 
Compressor Station for Allied's Chesterfield Plant, 
Hcpewe11 Plant, and Techn1cal Center. 

Maximum 
Da 11y 

Quantity 

65t000 Oth/d 

37,000 Oth/d 

37.000 Oth/d 

37.000 Dth/d 

65,000 Dth/d 

15.000 Oth/d 

Maximum 
Oa11y 

Quantity 11 
ss,ooo Otn/d 

11 Company~use and unaccounted-for quant1t1es shall be deducted from the 
quant1t1es shown in the column. 
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00006~ Agre@ment No. 32404 
Con t r o 1 No • '8"51-2-u-g-_ .... O ... O.,.I-

SUPPLEMENT NO. 1 
'rO 

1'RANSPORTATION SERVICE AGREEMENT 

THIS SUPPLEMENTAL AGREEMENT, made and entered into this /()"-'-' 
day of F.e.,bf'uti..,..!J. , 19 IJ, by and between COLUMBIA GAS 
TRANSMISSION CORPORATION, a Def.aware cotporation (hereinafter 
called "Seller"), and ALLIED CORPORATION -

"""" Ba-u_y_e_r....,"I"T')-. 
, a New York corporat1on (hereinafter called 

W 1 T N E S S E T H: 

WHEREAS, on Fe./)rLic1rl..J l..s:, · , 19eJ_, the ·parties hereto 
entered into a Gas Transp~rtation Agreement numerically desig­
nated by Columbia as shown above ("Agreement"); and 

WHEREAS, the parties hereto desire to amend Appendix A to the 
Agreement to provide for the addition. and/or deletion of points 
of receipt and/or points of delivery; 

NOW, THEREFORE, in consideration of the premises and the 
mutual benefits to be derived therefrom, and in accoTdance with 
the terms and conditions of Seller • s FERC Gas Tariff, the parties 
heteby agree as follows: 

Effective as of Fe-bryqrf( ID , 19lJ, Appendix A to the 
Agteement, as previously supplemented or amended, is hereby 
cancelled and replaced with the Appendix A attached hereto and 
made a part hereof. 

All other terms and conditions of the Agreement, as it may have 
been otherwise supplemented or amended. shall remain in full 
force and effect. 

IN WITNESS WHEREOF, this Supplemental Agreement is executed as 
of the date and year first above-written. 

COLUMBIA GAS TRANSMISSION CORPORATION 

By: ~fl~ 
ALLIED CORPORATION 

' 



Agreement No. 32404 

FORM OF SERVICE AGREEMENT FOR 
~ERVICE UNDER ITS RATE SCHEDULE (CONT'D) 

APPENDIX A 

1. POINT(S) OF RECEIPT INTO SELLER 
Maximum 
Daily 

Description Quantity 

1) Columbia Pool (CPP) (Various) 

2) Delivered to Columbia Gas Transmission 
Corporation via Texas Gas Transmission 
at Lebanon, Ohio. The producer is 
Mark Produc ins_. 

4) Delivered to Columbia Gas Transmission 
Corporation via Texas Gas Transmission 
at Lebanon, Ohio. The producer is 
Tenngasco. 

5) Delivered to Columbia Gas Transmission 
Corporation via Columbia Gulf Trans­
mission Company at Leach, Kentucky. 
The producers are various. 

6) Delivered to Columbia Gas Transmission 
Corporation at Meter #62886 - Randolph, 
#820337 - Sugar Run and #620904 - Wagner. 
The producer is Alamco. 

7) At existing points of interconnection 
between Seller and Tennessee Gas Pipeline. 

65,00 Dth/d 

37,000 Dth/d 

37,000 Dth/d 

65,000 Dth/d 

15,000 Dth/d 

35,000 Dth/d 

2. POINT(S) OF DELIVERY TO OR FOR BUYER 
Maximum 

Daily 
Description Quantity 

Delivered to Commonwealth Gas Pipeline 
Corporation via Columbia Gas Transmission 
Corporation at Bickers Compressor Station 
for Allied's Chesterfield Plant, Hopewell 
Plant, and Technical Center. 

65,000 Dth/d 

17 Company-use and unaccounted·for quantities shall be deducted 
from the quantities shown in the column. 

-~ 
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SUPPLEMENT NO. 2 
TO 

TRANSPORTATION SERVICE AGREEMENT 

Agreement No. 32404 
Control No. 870501·023 

000066 

THIS SUPPLEMENTAL AGREEMENT, made and entered into this .V\~~ day of 
. ~LV)U. , 19..8J_, by and between COLUMBIA G~MISSION 

CORPORATN, a Delaware corporation (hereinafter ca11ed 11Se11er11
), and ALLIED 

CORPORATION, a New York corporation (hereinafter called "Buyer11 ). 

WHEREAS, on February 6, 1987, the parties hereto entered 1nto a Gas ' 
Transportation Agreement numerically designated by Columbia as shown above 
( 

11Agreement"); and ,... _ 

WHEREAS, the part1es hereto desire to amend Appendix A to the Agreement 
to provide for the add1t1on and/or deletion of points of receipt and/or points 
of delivery; 

NOW, THEREFORE, 1n consideration of the premises and the mutual benefits 
to be derived therefrom, and in accordance with the terms and conditions of 
Se11er•s FERC Gas Tar1ff, the part1es hereby agree as fo11ows: 

Effective as of A rrzi I ~~s: 19.12, Appendix A to the • 
Agreement, as previously supp emented or amended, is hereby cancelled and 
replaced w1th the Append1x A attached hereto and made a part hereof. 

All other terms and cond 1 t 1 on s of the Agreement, as 1 t may have been 
otherwise supplemented or amended, shall remain 1n full force and effect. 



SUPPLEMENT NO. 2 TO 
TRANSPORTATION S'ERVICE AGREEMENT. (CONT 1 D) 

000067 

IN WITNESS WHEREOF. this Supp 1 ementa 1 Agreement 1 s executed as of the 
date and year first above written. 

COLUMBIA GAS TRANSMISSION CORPORATION 

By: ~t;tdf_ /{ ~f 
ffie Pres1de'jl· '.(-., 

ORPORATION 
(Buyer) 

By: 
Its: 

SUPPA - 2 • 
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SERVICE AGREEMENT FOR 
SERVICE UNDER ITS RATE SCHEDULE (CONT 10) 

APPENDIX A 

POINT(S) OF RECEIPT BY SELLER 

Description 

1) Delivered to Seller via Texas Gas Transmission 
at Lebanon, OH. ·--.. 

2) Delivered to Seller via Columbia Gulf Transmission 
Company at Leach. KY. 

3) Oe11vered to Seller at Meter #62886 • Randolph. 
#820337 • Sugar Run and 1620904 - Wagner. The 
producer Alamco. 

4) At existing points of interconnection between 
Seller and Tennessee Gas Pipeline. 

5) Various po1nts of receipt on Seller•s pipel1ne 
system~ (TCO Production and/or SSP•87). 

POINT(S) OF DELIVERY TO OR FOR BUYER 

Description 

At existing points with Intermed1ate Transporter v1a 
Seller for ultimate rede11ve~y at Bickers Compressor 
Station for A111ed 1 s Chesterfield Plant, Hopewell Plant, 
and Technical Center. 

Agreemen~ ~u. ~'~u~ 

Max. Daily 
Quantitl (Oth) 1/ 

37,000 

65,000 

15,000 

35,000 

15,000 

Max. Oa11y 
Quantity (Oth) 

65,000 

Company-use and unaccounted-for quant1t1es shall be added to the 
quantit1es shown 1n the column. 

APENDl/340 
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SUPPLEMENT NO. 3 
TO 

TRANSPORTATION SERVICE AGREEMENT 
UNDER ITS RATE SCHEDULE 

Agreement No. 32404 
Control No. 870501-023 

THIS SUPPLEMENTAl AGREEMENT, made .and entered into th;s 8th day of 
December, 1990, by and between COLUMBIA GAS TRANSMISSION CORPORATION, a 
Delaware corporation (hereinafter called "Seller"), and ALLIED-SIGNAL JNC, a 
Delaware corporation (hereinafter called 11 Buyer"). 

W I T N E S S E T H: ... ~ _ _.._ ... __ ~_ 

WHEREAS, on February 6, 1987, Seller, Allied Corporation and Commonwealth 
Gas Pipel;ne Corporation entered into a Gas Transportation Agreement 
numerically designated by Columbia as shown above ("Agreement"); and 

WHEREAS, on September 30. 1987, A11;ed Corporation, a New York 
corporation was merged into Allied-Signal lnc. a Delaware corporation; and 

WHEREAS, on December 8, 1990. the Federal Energy Regulatory Commission 
issued en order approving Seller's proposal to acquire by merger the 
facilities of Commonwealth Gas Pipeline Corporation; and 

WHEREAS, the parties hereto desire to emend Section 1 to the Agreement to 
prov;de a change to the regulatory authority under which this transportation 
service is being provided~ and 

WHEREAS, the parties hereto desire to amend Append;x A to the Agreement 
to provide for the addition and/or deletion of points of receipt and/or poir.ts 
of delivery; 

NOW, THEREFOR£. in consideration of the premises and the mutual benef;ts 
to be derived therefrom, and in accordance with the terms and conditions of 
Seller's FERC Gas Tariff, the parties hereby agree as follows: 

Effective as of December 8, 1990. Section 1 to the Agreement is amended 
to provide that henceforth, the transportation service will be provided under 
Part 284, Subpart (G) of the Commission's Regulations and Appendix A to the 
Agreement, as previously supplemented or amended. is hereby cance11ed and 
replaced with the Appendix A attached hereto and made a part hereof. 

000069: 
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SUPPLEMENT NO. 3 TO 
TRANSPORTATION SEP.VlCE AGREEMENT (CONT'O) 

All other terms and conditions of the Agreement, as it may have been 
otherwise supplemented or amended, shall remain in full force and effect. 

IN WITNESS WHEREOF, this Supp 1 ementa 1 Agreement ; s executed as of the 
date and year first above written. 

COLUMBIA GAS TRANS~ISSION CORPORAT N 

By: 

ALLIED· IGNAL INC 
{Ruyer) 

By: 
Its: 

SUP02 

... 

' 



SERVICE AGREEMENT FOP. 
S£RVlCE UNDER ITS RATE SCHEDULE (CONT'D) 

APPENDIX A 

POINT(S) OF RECETPT BY SELLER 

Description 

f) Delivered to Seller via Texas Gas Transmission 
at Lebanon, OH. 

2) Delivered to Seller via Columbia Gulf Transmission 
Company at Leach, KY. 

3) Delivered to Seller via Tennessee Gas Pipe1ine at 
various existing points of ;nterconnect in PA, 
OH, WV. KY. 

4) Delivered to Seller via Texas Eastern Transmission 
Company at various existing interconnect in PA, 
OH, WV. 

POJNT(S) OF DELIVERY TO OR FOR BUYER 

Description 

1) Delivered to Buyer v;a Seller at Hopewell, VA. 

2) Delivered to Commonwealth Services, Inc., via 
Seller for rede11very to Buyer's Chesterfield 
Plant, Hopewell Plant and Technical Center, VA. 

Agreement No. 32404 

Max. Daily 
guantity (Oth} 11 

65,000 

65,000 

65,000 

65,000 

Max. Daily 
guantity (Oth) 

65,000 

65,000 

' 

17 Company-use and unaccounted-for quantities shall be added to the 
quantit;es shown in the column. 

·-II!'··~· '"'An 

• 
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"Partial." That's the only change. 

MR. WATTS: Fine, so there won•t be 

any confusion in the record. Thank you. 

COMMISSIONER HARWOOD: All right, just 

strike "Partial." There are no other changes 

MR. WATTS: No other changes. 

COMMISSIONER HARWOOD: -- in Pages 1 

through 6. All right, I mischaracterized it 

then as a Partial Stipulation of Facts. What it 

is is a Stipulation of Facts. 

MR. WATTS: Thank you very much. 

Columbia is here this morning to 

respond to a determination by the Division 

that Columbia should be assessed by the 

Commission as a public -- excuse me -- as a 

pipeline distribution company, and specifically 

for property tax purposes, and specifically, 

to respond to the Rule that was issued on 

April 23. It's Columbia's position that the 

Division's determination that Columbia should be 

assessed by the Commission as a pipeline distr1bu-

tion company is incorrect, and that Columbia should 

continue to be assessed by the State Tax Department 

as a pipeline transmission company, which has been 
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the case since 1984. Accordingly, Columbia 

requests that the Rule to Show Cause be dismissed. 

As a preliminary matter, I'd like to 

point out that Columbia is in no way seeking to 

avoid whatever obligations it may have under law 

to file reports and to pay property tax in 

Virginia, as is required by law, and has filed 

its 1991 property tax report with the State 

Tax Department in accordance with Columbia's 

understanding of the law. We merely have an 

honest disagreement with the Division over the 

interpretation of the applicable statutes. In 

the event that the Commission rules that Columbia 

should be assessed by the Commission, Columbia 

will proceed immediately to prepare and to file 

as quickly as possible the required forms that 

the Cornrn~ss~on uses ~n order to be in compliance 

w~th your decis~on, reserving, ot course, 

Columbia's r~ght to take whatever legal remedies 

that ~t has ava~lable to it regarding the 

Comm~ss~on•s dec~s~on, as well as regarding 

any assessment that might be made by the 

Commission. 

Also, just for the record, as indicated 
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11 

2 in my April 12 letter to Judge Harwood, Columbia 

3 objects to the Commission's jurisdiction to 

4 reclass~ty as a pipeline transmission --

5 distribution company a company that has since 

6 1984 been assessed by the State Tax Department 

7 as a pipeline transmission company in view of 

8 that treatment in the past of Columbia, and also 

9 in view of the status of the State Tax Department 

10 as the primary agency responsible for implementing 

11 and enforcing the State tax laws. 

12 Now, I won't dwell on the factual 

13 background for this proceeding which is covered 

14 ~n the Stipulation, but I would like to take a 

15 
minute to discuss the practical effect of the 

16 
December 11, 1991 -- 1990 merger of Commonwealth 

17 
Pipeline into Columbia Transmission and also the 

18 
nature ot Columbia's transportation serv~ce for 

19 
Allied at the Hopewell chemical plant because 

it seems to be a combination ot those two things 
20 

21 
that has triggered the determ~nation by the 

22 
Divis~on that we're talk~ng about here today. 

23 
I'll be referring to this map over here, which is 

simply a large vers~on of Attachment No. 4 to the 
24 

25 
Stipulation, wh~ch is a map of the former 



12 

2 Commonwealth Pipeline System. 

3 Now, right here is Colurnbia•s ma~n line 

4 
lt 

running through Virginia, and running southeasterly 

I! 
5 :l 

I approximately is the former Commonwealth Pipeline 

i; 
6 

li 

i: 
•I 

transmission system. Now, before the merger, 
:I 

ii 
7 u 

~ I I. 

Columbia provided sales for resale and transportation 

8 !I 
,I service for Commonwealth Pipeline•s distributor 
!: 
ii 

9 t; customers and also transportation service for the 
:t 

10 
p 
I 

:I 
end-users served by those distributor customers. 

;I 
'i 
'I 

11 
ij 

It also provided transportation service for 

;I 

12 ,: 
;, 

Allied, and r•11 talk about that in just a second. 

13 But all ot the gas that was delivered by Columbia, 

14 either sales or transportation, was delivered to 

15 
Commonwealth Pipeline here at the Bickers Station 

16 
up in Greene County, which was the only delivery 

17 
point from Columbia to Commonwealth Pipeline. 

18 
Commonwealth Pipeline then received the gas and 

19 rl 
transported it down through its system and 

;! 

delivered it to ~ts customers at its del~very 
20 

po~nts off of its system. Now, w1th respect to 
21 

the transportation service for Allied, it really 
22 

23 
was divided into two parts. A portion was 

II 

24 'I 
!I 

delivered up here by Columbia Transm1ss1on to 

II 
!i 

25 II 
d 

Commonwealth and redelivered by Commonwealth 

II 
I 
I 
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!! 

2 Pipeline to Commonwealth Services for redelivery 

3 to three locations of Allied, two of them in 

4 
~ I 

Chesterfield County, one the Tech Center, 
q 

5 
:! 

the other the Fibers Plant, both of which 
I• 

6 are down here between Richmond and Petersburg. 

7 The third portion was delivered by Commonwealth 

8 Services to the Hopewell chemical plant, which is 

9 located here in Hopewell. And then the other 

10 portion of the transportation gas was delivered 

11 to Commonwealth Pipeline, which transported it 

12 down and delivered it to the Hopewell plant 

13 through Commonwealth Pipeline's own facilities. 

14 In other words, there was an interconnection there 

15 with the facilities of Allied. 

16 So then in December of 1990, the merger 

17 took place, and the practical effect of that 

18 was to convert the former Commonwealth Pipeline 

19 facilities ~nto fac~l~ties ot Columbia, virtually 

20 
turn~ng the Commonwealth P~peline into an 

21 
extens~on ot --ott ot Columb~a's ma~n line, 

22 
and the pract~cal effect was s~mply to move 

23 
downstream the delivery points for Columbia's 

24 
service to the tormer Commonwealth Pipeline 

25 
customers from Bickers to the delivery points 

!I 
II 

[Qo49] 
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2 that Commonwealth Pipeline had had with those 

3 customers. So particularly with respect to the 

4 chemical plant ot Allied at Hopewell, the only 
i 
!. 

5 i change that was made is that the facility, the 
II 

ti 
6 n pipe that was formerly owned by Commonwealth 

,, ;, 
7 

'I 
·l Pipeline was now owned by Columbia. The other 
II 
·; 
I 

8 was still owned by Commonwealth Services. So 

9 'I 
: 

the situation you've got at Hopewell is that the 

10 plant is fed by two pipes, one owned by 
lo 

.. 
jO 

11 '! Commonwealth Serv~ces, tne other owned by --
I; 
:i 

I 

12 
now by Columbia. And the situation is such 

13 
that Allied could purchase all of its requirements 

14 : from a producer in Texas, let's say, for the 

15 :j 

entire plant. Some of it might be delivered 

16 
through the Commonwealth Pipeline facility --

17 
excuse me -- the Columbia facility directly, 

18 
and some ot ~t m~ght be redelivered through 

19 
Commonwealth Services, but in all other respects, 

Columbia's transportat~on serv~ce for All~ed 
20 

was unchanged by the merger. 
21 

COMMISSIONER SHANNON: How is ~t be~ng 
22 

delivered now, Mr. Watts? 
23 

24 'i 
II 

MR. WATTS: As I described. Depending 

II 
25 II 

I 
I 

I 

on the type of service that's being 

· _IQo5q] 
I 
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provided, and the service agreements are covered 

included in the Stipulation, it may be delivered 

directly through the facilities of Commonwealth 

pipeline -- of Columbia, forgive me. Some old 

habits die hard -- or through the facilities of 

Commonwealth Services, depending on physically 

where it's delivered at the plant. 

COMMISSIONER SHANNON: It's being 

delivered currently by both methods? 

MR. WATTS: That's correct, to the 

same facility. And the gas could be purchased 

from the same producer. 

Now, the issue is whether Columbia· 

should be assessed by the Commisison as a 

pipeline transm~ss~on company merely because 

its facilities now interconnect w~th those of 

Allied at the Hopewell chemical plant, even 

though Columbia makes no direct sales to Allied, 

in fact, does not to any end-user ~n Virginia, 

and merely transports gas that Allied has 

purchased before Colurnb~a obta~ns ~t. In other 

words, the gas is already owned by All .i.e d. before 

it is delivered to Columbia for transportation 

and redelivered. The Staff argues that this 
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should be the result, because even though 

Columbia makes no sales to Allied in Virginia, 

it m1ght do so in the future. According to the 

Staff, the definition ot pipeline distribution 

company should be applied in this fashion in this 

proceeding now to Columbia in order to avoid 

possible difficulty in figuring out in the 

future whether it could apply to Columbia or 

some other pipeline in the event sales were 

made. And I understand this position to be 

etfectively asking you-all for an advisory 

opinion because these facts aren't before you at 

this time. No sales have been made. But the Staff 

seems to be saying, we need for you to rule in 

this case on what would happen if the sales 

were made. 

COMMISSIONER SHANNON: But aren't you 

delivering transport -- you're transporting gas 

that Columbia has I mean that Allied has 

bought elsewhere? 

MR. WATTS: That's correct. 

COMMISSIONER SHANNON: You're doing 

that? 

MR. WATTS: That's correct. 
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I 
I 

2 COMMISSIONER SHANNON: Even though 

3 you haven't made any sales --

4 I MR. WATTS: That's correct. 
H 

5 •I 

COMMISSIONER SHANNON: I see. 

6 
,j 
it 
I MR. WATTS: Now, as pointed out ~n 

7 d 
;! Columbia's Answer, the Staff's approach, in 

8 our v~ew, is directly contradicted 

9 by the language of the definitions, as well as 

10 by the structure of the statutes. With respect 

11 to a particular type of activity, a company is a 
ti 
'I 
;I 

12 p~peline distribution company only if it is not 

13 a pipeline transmiss~on company. That's what the 

14 definition says of pipeline distribution company. 

15 You can't look at it in isolation, as the Staff 

16 would have you do, you've got to go then see 

17 first whether it qualifies as a pipeline 

18 transmission company with respect to a given 

19 transaction. And Columbia's transportat~on of 

20 
gas for Allied sat~sfies every aspect of the 

21 
definition ot pipeline transm~ss~on company, 

22 
includ~ng the fact or the requ~rement that the 

23 
gas is "not for sale to an ultimate consumer." 

24 ~ I 
That is Allied. On the other hand, Columbia 

ji 

25 !1 
can't be a pipeline distribution company w~th 

I .I 
!I 
II 

II 
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respect to its transportation service for Allied 

at the Hopewell plant because Allied is not 

purchasing the gas from Columbia. Staff says in 

order to avoid difficulty in figuring out whether 

a sale has occurred, these definitions should be 

read such that it is irrelevant whether you're 

making a sale or transportation, in other words, 

whether a sale is made. Simply put, our position 

is that it is the sale that triggers the definition 

of pipeline di~tribution company. And I think it 

can be crystallized in that form. But as explained 

in our Answer, this interpretation that the 

Staff would have you make renders the distinction 

between pipeline transmission company and pipeline 

distribution company meaningless because if, if 

they're right, then no transaction could ever 

qualify as a pipeline transmission company 

transaction because there would always be a 

purchaser somewhere in the transaction, yet that 

definition says that it is not for sale to an 

ultimate consumer, the gas is not for sale. 

So you could never have a movement qualify for that 

definition. And so the very distinction that the 

General Assembly attempted to create is destroyed. 
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To put it another way -- well, if you look at 

the definition itself, it says 

CHAIRMAN MORRISON: Which one are you 

looking at? 

MR. WATTS: I'm sorry, pipeline 

transmission company. And I won't read it, but 

at the very end, it says, "when such gas or 

petroleum is not for sale to an ultimate consumer 

for purposes of furnisf:ting heat or light ... 

Heat or light is not an issue here. So my 

point is, if you're not talking about not for 

sale to an ultimate consumer, that is the purchaser 

from the transmitting pipeline, then in every 

transaction, you're going to have a seller and a 

purchaser and a transporter somewhere in between. 

Every transaction --well, let's put it another 

way: No transaction could qualify for this 
0 

~ 
0 

definition, and the definition simply goes out 

of existence. But the General Assembly must have 

intended to create a distinction between these 

two kinds of transactions, but the Staff's 

interpretation would effectively destroy that 

difference. Staff has also said that it will 

have a problem if sales are made in reclassifying 
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companies one way or the other, depending on 

whether a sale may be made on a given day or not. 

My answer to that is that the statute appears 

to say January 1 is the date at which your 

property is to be determined. It's as of 

January 1. It might say that, that that is the 

day that -- you knCM, the question would be whether a 

sale is being made on that day or not. That might 

be an overly restrictive view of the statute. 

But I will say that those facts aren't before 

you today. No sales have been made, are being 

made. So you're being asked to determine now 

what's going to happen in the future. 

CHAIRMAN MORRISON: But you would 

argue at least --you say it's a reasonable 

argument to say that January 1 is the date 

to determine whether or not there was a sale; 

if you get by, if you don't sell anything on 

January 1, the rest of the year, you can sell 

as much as you want? 

MR. WATTS: I don't know if that•s 

an appropriate analysis of the statute or not. 

CHAIRMAN MORRISON: But if a sale 

ever occurred on January 30th, you would advance 
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that argument, do you think? 

MR. WATTS: I'm not sure if I would 

whether I would or not, Judge Morrison. I'm 

simply saying that's what the statute says 

is the date for determining where the property is 

CHAIRMAN MORRISON: Something like where 

you keep your automobile on January 1st for tax 

purposes. 

i 
I 

MR. WATTS: That's what the statute says~ 

2628 says that's what the report --

CHAIRMAN MORRISON: They've changed that 

to principally garaged now. 

MR. WATTS: Please understand me, I'm 

trying to respond to the Staff's argument. I'm 

not making that argument. I'm telling you 

CHAIRMAN MORRISON: You agree that 

that -- the definition of pipeline transmission 

company is somewhat ambiguous? 

MR. WATTS: Well --

CHAIRMAN MORRISON: Not for sale -- it 

doesn't say not for sale to the ultimate consumer 

by the transmission company. 

MR. WATTS: It certainly doesn't say 

that in words, but it 

CHAIRMAN MORRISON: You argue that you 

@os!] 
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2 would never have a pipeline transmission company 

3 because the gas would be for sale to the ultimate 

4 

II 
consumer in every case where you transport gas? 

5 ·I MR. WATTS: Sure, that's correct. 

6 li 
l! CHAIRMAN MORRISON: That's every kind 
Ji 
,I 

7 
[. 

:i 
li 

of gas that's used in Virginia? 
II 

8 !I 
II 

MR. WATTS: You could never have a 

!I 
9 pipeline transmission company under that 

10 interpretation. 

11 CHAIRMAN MORRISON: But that -- don't 

12 i! ;; 
you assume that you insert the words 11 not for 

.! 
:I 

!i 
13 I 

;I 
sale by the transmission company to the ultimate 

14 consumer 11 ? You sell to Columbia, and that 

15 
gas in turn is sold to a person to heat a home 

16 
MR. WATTS: True, it's being sold to 

17 
CHAIRMAN MORRISON: It is a sale, it is 

18 
a sale by Columbia. 

; 
I ; 

19 
MR. WATTS: No, sir, it's not being 

sold. It's being sold to a distributor, which in 
20 !I 

I : 

turn resells it to that homeowner. 
21 

CHAIRMAN MORRISON: All right, excuse 
22 

me. 
23 

24 
II 

25 

I 

MR. WATTS: And that's a crucial 

distinction here. We're not talking about sales 

I 
I 

!I I, 
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for resale. We're not talking about direct 

sales. The Staff is saying simply by being 

interconnected with Allied at the Hopewell 

facility, it triggers a different tax status, 

and I'm saying that that tortures the distinction 

that the General Assembly intended to create. 

In fact, it obliterates it. 

In response to your question, Judge 

Morrison, I have here House Document 16, which is 

the -- from the 1984 session of the General 

Assembly. Your name is in it somewhere. It is 

the recodification of Title 58.1. 

CHAIRMAN MORRISON: That was my bill. 

As a matter of fact, it's_the biggest bill 

that's ever been introduced into the General 

Assembly since 1940. 

MR. WATTS: Well, here it is. 

CHAIRMAN MORRISON: Do you know what it 

was in 1940? 

MR. WATTS: What was that? 

CHAIRMAN MORRISON: The whole Code. 

MR. WATTS: In direct answer --

CHAIRMAN MORRISON: They told me that 

one had the record. 
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I! 

2 MR. WATTS: In direct answer to your 

3 

II 
question, let me quote from Page 270 of it, 

4 !I 
ij 

where it says, "Defining pipeline transmission 

5 

'! 
and pipeline distribution companies, agency 

6 responsibility for assessments thereon is 

7 clarified." 

8 CHAIRMAN MORRISON: Well, I guess I 

9 shouldn't be too critical of the remaining 

10 ambiguity that may be there. 

11 MR. WATTS: I'm not saying the 

12 statute couldn't be improved, I'm saying that 

13 if you read it the way the Staff wants you to 

14 read it, you have taken one of the definitions 

15 completely out of the Code altogether as a 

16 practical matter and destroyed the distinction. 

17 CHAIRMAN MORRISON: Mr. O'Bryan helped 

18 the Code Commission, and I would have thought 

19 
he would have made it so abundantly clear that 

20 
we wouldn't have to have an argument to that. 

21 
MR. WATTS: My argument is not a 

22 
personal comment on Mr. O'Bryan's ability. 

23 
CHAIR}~N MORRISON: No, it's my 

24 I! 
,I 

:I 
25 ·i 

li 
I 

personal comment. 

MR. WATTS: Let me also say I think it is 

I 
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2 helpful to look at the structure of the gross 

3 receipts tax because if you look at the structure 

4 
I 
!I 

of those statutes, it is absolutely clear that 
! 

5 the term "pipeline distribution company" 

6 contemplates retail sales, and that the term 

7 "pipeline transmission company 11 contemplates 

8 not -- no retail sales. 

9 COMMISSIONER SHANNON: Now, here 

: 
10 you're not talking about gross receipts and 

1, special tax; are you? This is only the assessment. 

12 I, of the property for local? 
I 

;i 
13 MR. WATTS: That's correct. But in order 

14 to try to understand what these statutes mean, 

15 I think it's helpful to look at the structure 

16 of the gross receipts tax. If you'll look at 

17 2626, it says that every corporation doing the 

18 business of furnishing heat, light, so forth, 

19 except a pipeline transmission company, is to be 

20 subject to the gross receipts tax. And then if 

21 you • 11 go over and look at 2627.1, you see that 

22 
pipeline distribution companies are to be taxed 

23 
on gross receipts on sale~ i.n Virginia, and you 

24 

tl 
25 i 

see that pipeline transmission companies pay the 

income tax in lieu of the franchise tax, and 

I 
I 

I 
I 
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there's an offset from that income with respect 

to any sales that they may make. But that is 

clearly an exception to the fact that they would 

be paying the income tax. 

COMMISSIONER SHANNON: Well, how do you 

explain, looking at 2627.1, look down here at D --

MR. WATTS: Yes, sir. 

COMMISSIONER SHANNON: It says, 

"When a company qualifies as both a pipeline 

transmission and a pipeline distribution company 

the General Assembly recognized that there is 

a relationship there -- it shall for property 

tax valuation purposes be considered a pipeline 

distribution company." 

MR. WATTS: That's true. That's 

absolutely true. 

COMMISSIONER SHANNON: Why was that 

put in the Code, Mr. Watts? 

MR. WATTS: I have no idea why they 

made a distinction there between property taxes 

COMMISSIONER SHANNON: You didn't 

have anything to do with putting it in there? 

MR. WATTS: I did not. I would tell you 

if I did, Judge Shannon, but I didn't. 
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2 COMMISSIONER SHANNON: You know this 

3 better than anybody, I'm sure. 

4 
'I ,, MR. WATTS: The point is -- let me 

5 
., 

take this just a step further, if I can. If 
,; 
:o 

6 
!! 

:! you'll look over at 2628, which is the annual 
.I 
I• 

7 :I report section, you see that in Paragraph c, 
:l 

8 pipeline distribution companies are required 

9 to report to the Corporation Commission two 

10 things: their property, real and tangible 

'! 

11 li personal property, and also their gross receipts. 
ii 
:I 

12 If you'll look at Paragraph C, which applies 

13 only to pipeline transmission companies, they 

14 are required to file only a report of their 

15 
property. There is no requirement that they 

16 
file a report with respect to their gross 

17 
receipts. So I submit to you that that's 

18 
another indication that it is the sale that 

19 
triggers the definition of pipeline distribution 

20 
company as opposed to pipeline transmission 

21 
company. 

22 
And then finally, I just would like 

23 
to mention with respect to the terminoJ~gy 

24 
il 
I 

25 I 
I 

of distribution versus transmission, this 

terminology has been examined recently by the 
I 

I 

I 
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Federal Courts in specifically the National 

Steel bypass litigation. I'm not telling you 

you're bound by the definitions that are 

presented there. I do want to bring them to 

your attention, however, and I've got copies 

of these cases. But specifically, the Court, 

both the D. C. Circuit and the 6th Circuit, 

have held that the term 11 local distribution, 11 

as least as used in gas -- at least as used 

in the Natural Gas Act, applies only to 

transportation. It does not apply to sale. 

In order words -- I'm sorry, I have that 

backwards. It applies only to sale, and doesn't 

apply to transportation. So that's been held 

at least as a matter of federal law construing 

the Natural Gas Act. I've got copies of those . 

I can hand them to you now, or 

COMMISSIONER HARWOOD: Yeah, please 

hand those up. We'd like to have them. 

MR. WATTS: In those cases, a steel 

company in Michigan sought to have direct 

service from Panhandle, and -- with respect 

to gas that was being purchased in Oklahoma, 

in other words, title transferred in Oklahoma, 



29 

and the Michigan Commission was upset about 

that, and argued long and hard against it 

so that MichCon, which was the gas distributor 

and I'm not commenting on the merits of bypass, 

believe me, that's not what I'm trying to do 

in referring to these cases. But there were 

two things that were significant in these 

decisions. The first was the Court held that 

because the title had transferred to the gas 

in Oklahoma that the Michigan Commission had 

no regulatory jurisdiction over it. The second 

conclusion that was reached was that local 

distribution, which is specifically exempt 

from federal regulation under the Natural Gas 

Act, applied to retail sales and did not cover 

transportation. Transportation in interstate 

commerce is a matter for federal regulation 

under the Natural Gas Act according to the 

6th Circuit and the D. c. Circuit. So I just 

wanted you to have those because I thought 

it would be helpful to you. 

COMMISSIONER SHANNON: There's no 

gross receipts assessed on transportation 

charges? 

· ·[Qos~ 



!I 
000095, 

.. 
i 
I 

30 

2 MR. WATTS: No, sir. The gross 

3 receipts tax is only on -- for pipeline 

4 I, ,, 
:! 

distribution companies, which as I read the 

5 Code are considered to be heat, light or power 

6 companies, and transmission companies are not. 

7 My own view is that's because you regulate 

8 heat, light and power companies, you don't 

9 ~! regulate interstate transmission companies 

10 because of the federal preemption. To me, it 

11 all, it comes together in a fairly clear 

12 structure and is a way to understand what 

13 the General Assembly meant in 2600 when it 

14 defined pipeline transmission company and 

15 
pipeline distribution company. 

16 
Those are the remarks I have in 

17 
opening, and I'll be happy to try to respond 

18 
to anything that Mr. Smith says. 

19 
COMMISSIONER SHANNON: What about --

20 
the Staff makes the argument that rather than look 

21 
at the elements of the delivery arrangement, 

22 
that is the transportation arrangement, that 

23 
it's the end-use that you should look to, 

24 i 
:I 

which would certainly make it more effective 

25 
:I 
li ,: 

to administer. 

ll 
I 
I 
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MR. WATTS: I just don't read the 

definitions or the statutory structure as 

being keyed to end use of the gas. I read it 

as sale versus transportation. And what I 

understand the Staff to be saying is that, 

that if you read it as sale, it's too difficult 

to administer, and I would say two things. 

The first is that that issue is not before 

you because there have been no sales. In the 

event there were sales in the future, you may 

have to face that issue. But that issue is not 

here. And the facts in this case simply don't 

support an analysis based on a supposition 

about what might happen in the future. And 

I'm not going to tell you that this statute 

couldn't be improved. And I don't know that 

we'll all not end up before the General Assembly 

next session trying to straighten this out, 

because I don't think any of us wants to be 

fighting ~hese fights going on in the future. 

But on the facts before you in this proceeding, 

there simply is not a basis on which to conclude 

what the Staff would have you do, which is, 

frankly, as I understand it, to ask you for an 
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2 advisory opinion about something that might 

3 happen in the future. 

4 Thanks very much. 
! 

5 
,, 

I COMMISSIONER HARWOOD: Thank you, 
. I 

6 !! Mr. Watts. 
:j 

i; 
7 i! 

il Mr. Smith. 
II 

8 
:, 
li 
!j 
li 

9 I! 
•' :I :: 

MR. SMITH: Thank you, Your Honor. 

I must preface my comments by reminding 
;, 
I 

10 li 

ji the Commission that Mrs. Bridewell and her 
•i 
q 

11 'I 
!I 
I, 

husband are on a well-deserved vacation crusing 

12 

II 
13 

!I 

in the Caribbean, I think, and Mrs. Ellenberg 

is representing the Commission at a meeting 

i 

14 ·i ., 
ii 

before the National Association of Regulatory 
II 

II 
15 !I 

I. 

Utility Attorneys in Seattle. As you well know, 
'I 

16 both are far more far better versed in gas 
:I 

;, 
17 than I. So I have to look at this as my friend, 

18 Mr. O'Bryan's student and as a pragmatist. 

19 'I I think first, let's talk about what 
'I I . 
,; 
·j 

20 [I this case is not about. The Staff is certainly 

" 21 not suggesting that Columbia needs some 
·i 

22 jurisdiction from this Commission to engage 

~~ 
I •• 

in the activities in which it's involved in. 

ii 
24 I 

I 
Mr. Watts has brought to your attention some 

I 
I 

25 of the cases in this area. There's no suggestion 
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2 that, that Columbia has to come back here to 

3 get authority to make -- to engage in this 

4 ;I 

.I 
business with Allied. This is not a commerce, 

!f 

5 a federal commerce clause question, or federal 

6 due process clause question. We're not trying 

7 
,, 

to reach for some property someplace at the 

8 Great Lakes or someplace in Texas, we're talking 

9 about the property that's right here in Virginia. 

10 Clearly, this is a question that can be disposed 

11 of under State·law, which authority does Columbia 

12 file its report with? There's no implication 

13 •' of any federal interest in this, no federal 

14 taxes interest, no commerce clause, none of 

15 ,I that's here. 

16 I think Mr. Watts has suggested some 

17 question about jurisdiction. In 1984, when the 

18 excuse me -- in 1983, when the Legislature moved 

19 the railroads and the pipelines from this 

20 Commission to the Tax Department, there's some 

21 language in the legislation which was not 

22 codified which provided that the Department of 

23 Transportation -- or Tax Department, excuse me, 

24 ;I 
would henceforth be the authority for making 

25 il 
il 

I 

determinations on rolling stock tax as to the 

I 
; 
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2 railroads and would succeed to the Commission 

3 making those interpretations. There is no 

4 
I' ;! 

5 

comparable language on gas. There's nothing 

to suggest that the General Assembly in any 

6 way at all didn't feel that the Commission was 

7 . ; 
:j 

quite capable of interpreting the statute . 
: ~ 
;I 

8 
!i 
,I As you are well aware, you are sitting in this 

9 case in the capacity of circuit court judges. 

10 The Tax Commissioner has n.o comparable authority. 

11 'i It 
He cannot render on -- he cannot render a 

12 decision on a statutory interpretation or other-

13 wise find as this Commission can. There's 

14 no question but that you •. J.ve jurisdiction. 

15 
Moving on to a couple of more points 

16 
COMMISSIONER SHANNON: Let me interrupt 

17 
you, if I may. Mr. Watts has said that we've 

18 
been asked to make an advisory opinion in this 

19 
case. Do you want to comment on that? 

MR. SMITH: Yes. As we have -- as the 
20 

21 
Commission has agreed, and as Mr. Watts has 

22 
suggested, the language is somewhat difficult 

to ~se in these two classifications. Now, let 
23 

I 

me suggest to you the reading of the statute 
24 'I 

1: 
jl 

25 ll 

\I 

that the Staff proposes, and a reading which we 

II 
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think is consistent with the language. Let's 

start with the gas at the end. The individual turns 

on his stove, turns on his heating unit, the 

industrial company fires up its boilers, brick-

making, whatever, whatever activity you want, 

the gas is there being used by the ultimate 

user. All right, the question is going back, 

where does the gas come from? The Staff sees 

it can come from basicall~ in Virgini~ three, 

three sources. The easiest source, it comes 

from municipal gas distribution, the City of 
') 

Richmond, for example. No question, no juris-

diction in any form, no taxing authority. It's 

a municipal system, clearly excluded from your 

purview in all intents. The other possibility is 

it comes from one of the locally certificated 

gas distribution companies, Columbia's affiliate, 

sister corporation, Services, VNG, Roanoke Gas, 

any of the gas companies that regularly come 

before the Commission for certification, it 

can come from one of those companies. The 

regulatoTy s~ructure, tax structure is clearly 

established. And in at least one instance we 

know of, and perhaps a number more, it could 
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come from a pipeline distribution company, a 

company that is not involved in local distribution 

certificated by this Commission, but it still 

brings gas directly to an end-user. In this 

case, we're talking about the Allied Chemical 

Plant, the Allied Signal Plant in Hopewell, which 

is used in chemical processes. I think, as we 

understand, some of it's used for feedstock, for 

producing some product, and some of it's used 

for heating the boilers and that sort of thing. 

So we have these three choices. The gas is 

purchased from someone. But if you pivot your 

analysis on purchases, we're going to be back 

doing this every year, and we may be doing it 

for more than one company. Mr. Watts has 

alluded to the body of federal law which is 

allowing the pipelines to, in effect, bypass 

the local distribution companies, or even our 

own statute, our own statutes are far more 

permissive for this now than they were a few 

years ago. In 1990, the General Assembly ena~ted 

amendments to 13.1-627, and companion amendments 

to section -- to the Utility Facilities Act, 

which now permit presumably a pipeline to serve 
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2 up to ten customers directly off the pipeline 

3 if they're outside of a local certificated 

4 I 

I company's service territory. The Federal 
I. 

5 :I Energy Regulatory Commission has certificated 

'i 
6 :i 

I 
as qualifying facilities at least two projects 

'l 
I• 

7 li which apparently, based on the FERC's order, 
lj 

·• 
8 'I 

'I plan to do exactly this. These QFs will be 
,, 

9 " constructed literally right over the pipeline, 

10 .I 
,I and presumably they're going to take gas right 
;' 
i: 

11 'I 

;t 
;! 

out of the pipeline for, on one hand, for operating 

12 :i 
i' .t 

greenhouses, and for producing electricity. So 
i! 

13 :' .t 
we have a situation where we have one company 

'I 
14 I' ;! this year, but it's quite likely we may have ,, 

15 I 
all of the gas, all of the gas pipelines that 

II 

16 
operate through Virginia pursuant to Federal 

17 law and the proper Federal authority. I'm not 

18 suggesting at all that any of these things are 

19 ., 
li 

not proper under Federal law. They're engaging 

,I 
,i 

20 
in the businesses that they're authorized to do. 

21 
But they may be serving directly. The Staff 

22 
suggests, and the question is before you right 

23 
now, in fact, the questj.on "~da s here last year, 

24 
as I'll get to in a moment, that the fact to 

25 
concentrate on,the end-use of the gas and where 
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2 that gas gets to the end-user. Obviou~ly, the 

3 gas was purchased someplace at some stage of the 

4 
ii 

transaction. It may have been purchased, sold, 

5 purchased, sold, who knows how many times. But 
.. 

6 :i look to what the end-user is doing with the gas. 

7 He's got three sources: municipal system, a 

8 certificated regulated local distribution company, 

9 or one of these gas pipeline distribution companies. 

10 Now, we're not suggesting at all that a company 

11 couldn't be engaged in both activities. As we 

12 said in our statement, it's the Staff's belief 

13 that old Commonwealth Pipeline was probably, 

14 was both a pipeline transmission company and a 

15 pipeline distribution company during the last 

16 several years of its operations. To the extent 

17 that it provided service to the City of Richmond 

18 and to VNG and to Services, it was functioning 

19 as a pipeline transmission company. But to the 

20 extent that it was directly connected and 

21 providing service to Allied at Hopewell, it was 

22 functioning as a pipeline distribution company. 

23 In the ldst year of its operatior1. ·.J1P old 

24 Pipeline, old Commonwealth Pipeline discontinued 

25 its sales functions, merchant function. They 
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2 applied to the Commission, and those tariff 

3 provisions were withdrawn. We cited the cases 

4 I 
l 

in our Memorandum. Although it had ceased doing 

•: 
5 that activity, it still was taxed the following 

6 tax year as a pipeline distribution company. 

7 
,, They filed a report with Mr. O'Bryan, assessments 

8 were made and reported, and the usual procedure. 

9 
~ i 
:! Now, Mr. Watts has raised a question about that, 

10 and he cited the City of Alexandria case, RF&P 

11 case. I think he cited the wrong case. That 

12 case is really simply a matter of jurisdiction, 

13 whether the Circuit Courts or the Commission 

14 can provide a remedy to a taxpayer is a 

15 
jurisdictional case. But he's on the right 

16 
track. I think the better cases would be 

17 
Commonw.eal th v. Richmond - Petersburg Bus 

18 
Line, a 1963 case, and the unreported case of 

19 
Winn Bus Line v. SCC, a 1989 case. Now, both of 

20 
these cases -- let me give you the citation 

for the Commonwealth v. Richmond-Petersburg 
21 

Bus Line. It's 204 Va. 606. Both of these 
22 

cases arose out of the classification and 
23 

taxation of motor carriers. The earlier case 
24 

25 
involved the now-repealed gross receipts tax. 
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2 The Winn Bus Line case involved the rolling 

3 stock tax and special regulatory revenue tax. 
II 

4 I, 
·: 
~ I 

In both instances, the Commission, through 

5 perhaps error, confusion, change of circumstances, 

6 determined that a taxpayer was misclassified, 

7 and the appropriate changes were made. The 

8 I 

taxpayer was afforded some relief. Both the 

9 cases along those lines, in both instances, a 

10 motor carrier was classified -- or sought 

11 classification for a tax which was not appropriate. 

12 The point is, I fully agree with Mr. Watts that 

13 it's certainly appropriate for you to reexamine 

14 these classifications and to -- every classifica-

15 tion gives rise to a separate cause of action. 

16 But I would suggest that it is of relevance in 

17 this case. We had an entity that was providing 

18 the same service that Columbia is now providing. 

19 They were functioning as a pipeline transmission 

20 company for several entities. They were 

21 functioning as a pipeline distribution company 

22 for Allied. I leave it to you as to what weight 

23 ! to assign to that, but I certainly think it's 

24 a relevant consideration. 

25 In conclusion, it is the Staff's view 
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that this is far from advisory. The situation 

we have right now today was addressed perhaps 

in some respects, and perhaps it was wrongly 

addressed in 1990. It's already been addressed 

once. It's before you again. It's far from 

advisory. We're suggesting to you to look, to 

apply simple pragmatic, mechanistic tests to 

classify these two companies-- it's certainly 

within your jurisdictional authority to do so 

to look at the end-user, where that gas came 

from. He has three choices. Right now, there 

appears to be only one pipeline distribution 

company in Virginia, Columbia. It's certainly 

difficult to predict what the future holds for 

us. We do think it's important that this case 

be resolved as soon as possible so that there 

may be some certainty and understanding within 

the industry when they contemplate engaging --

when other pipelines contemplate engaging in 

transactions as to what their tax classification 

would be. It's far from an advisory, illusory 

case. We have it right here today. We're 

suggesting a simple test to apply to classify 

the two companies, one that should be readily 
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2 understandable to the companies and reasonably 

3 easily administered. 

4 Most of this proceeding, most of 

Mr. Watts' presentation, the Stipulation, are 

6 all going into these things about sales and 

7 where the transactions take place, and all of 

8 this, and if the Commission wishes, we can 

9 certainly pursue this, but it will become 

10 probably, possibly an annual event involving 

11 perhaps three-four-five companies as we go 

12 along. 

13 Thank you. 

14 COMMISSIONER HARWOOD: Thank you, 

15 Mr. Smith. 

16 CHAIRMAN MORRISON: Could I ask 

17 Mr. Smith 

18 MR. SMITH: Yes, sir. 

19 CHAIRMAN MORRISON: To sum up your 

20 
position, the Staff position, you look at the 

21 
end-user, and if the end-user turns on gas for 

22 
heat or light, as the statute says, then whoever 

23 
delivered it to him has got to be under the 

I, 

24 :; 

II 25 1 

jurisdiction of the Commission for purposes of 

tax assessment? 

I 

I 
I 
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MR. SMITH: Yes, sir, unless --

CHAIRMAN MORRISON: Is that a simple 

way to put it? 

MR. SMITH: Unless it happens to be a 

municipal system, for example, the City of 

Richmond. 

CHAIRMAN MORRISON: I mean any 

certificated or non-certificated, I guess, 

what we're saying in this case? 

MR. SMITH: Yes, sir, I believe the 

law is simply 

CHAIRMAN MORRISON: In other words, 

any taxpayer, either gross receipts or property 

tax, or whatever. A munic_ipal system, of 

course, would not be. 

MR. SMITH: Yes, sir. 

CHAIRMAN MORRISON: we•re interested 

in assessing taxes. Obviously, we wouldn•t be 

concerned about that for the municipal systems. 

And we simply look at the -- what company 

delivered it to the end consumer, whether 

industrial or residential, and that delivery 

man, if I may call it that, is subject to our 

jurisdiction for assessment purposes, 
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Mr. O'Bryan's assessment? 

MR. SMITH: Yes, sir, we think that's 

a simple test. We think it's within the wording 

of the statute. 

CHAIRMAN MORRISON: So you would say 

the word "purchaser" is not connected to the 

pipeline distribution company, or the word 

"sale" is not connected to the pipeline 

transmission company? In other words, that 

company didn't have to make the sale itself, 

it simply transported it? 

MR. SMITH: Yes, sir, I think that's 

the situation. 

CHAIRMAN MORRISON: I mean you can't 

say that that transmission company has got to be 

the seller, because that's the argument Mr. Watts 

is making. The sale didn't occur by the transmission 

company's delivering the gas. That was the point 

that was my point in saying that it's a little 

ambiguous, because it said not for sale by 

the pipeline transmission company, and I think 

it nails it down. It clearly is without our juris-

diction. Are you following me? Not for sale 

to an ultimate consumer is within the definition 
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of pipeline transmission company. 

MR. SMITH: Yes, sir, I think that's 

the position we're taking, that the distinction 

seems to be -- for example, with using Columbia, 

we fully agree that it's a pipeline transmission 

company for any extent that we're looking to its 

relationship with the -- with Services, with 

VNG, and the City of Richmond. It just transmits 

that gas to --

CHAIRMAN MORRISON: You're saying the 

gas had to be sold by somebody, even though it was 

sold by a producer in another state, that was 

for sale for purposes of coming within the 

definition of pipeline distribution company? 

MR. SMITH: Yes, sir. We think that 

that definition does no more violence to the 

statute than the clause Mr. Watts wants to 

answer -- add, which would be a purchaser who 

receives gas from a distributor that is also 

the same pipeline distribution company, or 

something along those lines. We concede that 

there may very well be some ambiguity. We're 

suggesting that the test we're proposing is 

within the wording of the statute. 
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CHAIRMAN MORRISON: All right, thank 

you. 

COMMISSIONER HARWOOD: Thank you. 

Mr. Watts? 

MR. WATTS: Yes, sir, I'll be quite 

brief. Thank you. 

As I had argued in my letter. to you-all 

of May 16th, I do feel that the assessment of 

Commonwealth Pipeline for 1990 is irrelevant 

to this case. That was another company with 

property that is only a part of what was 

is included within the Columbia property that's 

in question for this year, and was a different tax 

year. And while the RF&P case, the City of 

Alexandria case that I cited did have to do with 

jurisdiction, it clearly came down in the 

language that I cited to you as saying that 

each year is a separate question, and the fact 

that, for example, in that case, the Commission 

had made determinations, or determinations had 

been made by the Supreme Court with respect to 

1976, '77 and '78. The Court was saying, you 

can't go and apply that to 1975 automatically, 

because that case wasn't -- that property wasn't 

. _IQ.oo;;] 
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before us in that case. Specifically, the 

attack was made on the 1975 statewide assessment, 

and specifically in Henrico, and as I recall, 

the County of Arlington, and the decisions have 

been made by the Supreme Court with respect to 

1976, '77 and '78 for property that was in the 

City of Alexandria. So we're talking about 

different property, different years. And the 

Court said those are different. And all I'm 

saying is that the way that comn\onwealth Pipeline 

was assessed in 1990 with respect to its 

property during that tax year is not relevant 

to how Columbia, which is -- was a different 

company, has different property, and different 

locations, with respect to this year. You're 

obviously going to give it whatever weight 

you want to give it. I'm simply saying 

that based on what I understand the Supreme 

Court to have said in the City of Alexandria 

case, that's just not appropriate. The cases 

that Mr. Smith referred to are, of course, not 

property t~x cases, and the City of Alexandria 

case was. 

I do not know which QFs Mr. Smith 

.IQos~ 
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2 
'I 

3 II 
\I 

is referring to, and I certainly don't know 

everything that's going on in the gas business 

4 in Virginia, but I don't know of any impending 

5 bypass opportunities out there that are ongoing 

6 right now. If there are, then those will have 

7 to be dealt with under the Facilities Act and 

8 under the Federal law, but I'm not aware of 

9 any boiling away. 

10 And getting back to the, to really 

1 1 the kernal here, I think you have hit on it, 

12 Judge Morrison, we're talking about is it 

13 direct sales or simply interconnection. And 

14 if, in fact, the definitions are to some 

15 
extent ambiguous, then we pave to figure out 

16 
a way to interpret them, and that's, of course, 

17 
your job. I seek to advise you about how we 

18 
think you ou~ht to do that. And I can't see 

19 
how you could take facts that aren't before you 

now, that is no sales being made, and construe 
20 

21 
the language of the statutes in a way that would 

CHAIRMAN MORRISON: Mr. Watts, I don't 
22 

think we would do th-=.t 
23 

MR. WATTS: All right. 
24 

; CHAIRMAN MORRISON: I don't think 
25 

II 
\I 

'I ll 
!I 
!I 
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I 
Mr. Smith was saying that. He simply said, to 

3 I put it in the simplest terms, the guy who 
I 

4 !I 
II 

turns on the stove at home had to buy the gas 

5 from somebody. 

6 MR. WATTS: That's right. 

7 CHAIRMAN MORRISON: All right, and if 

8 he's buying fran a certificated distribution company, 

9 no problem, but if that gas was sold by 

10 somebody, even though in t~e course of getting 

11 it to the stove, it was transported, that's 

12 enough of a sale to come within the parameters 

13 of the statute. 

14 MR. WATTS: Not a sale, he's saying 

15 simple interconnection. 

16 CHAIRMAN MORRISON: Interconnection 

17 is enough. I'm not -- I don't -- I just don't 

18 think we're being asked to decide the case on 

19 any facts other than what we have in the 

20 
Stipulation. 

21 
MR. WATTS: I understand the Staf: to 

22 
be saying you should interpret it their way 

23 
because there will be problems in the event 

I 

;i 

24 . I 

!I 
25 

lj 
I, 

there are sales made in the future . 

CHAIRMAN MORRISON: He is talking about 

i 
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some other companies. 

r.1R. WATTS: That's my point, we're 

talking about the facts here. 

CHAI&~N MORRISON: You're saying that 

you've got to harmonize it with the whole scheme 

of that tax law here and also harmonize with --

MR. NATTS: To the extent that it is 

ambiguous, we have to look somewhere to figure 

out how to do it, and if you take the Staff's 

interpretation, it destroys the definition of 

pipeline transmission company, it simply goes 

out of the Code altogether, which can't be what 

the General AsseMbly intended. And second of 

all, in order to figure out what they mean by 

pipeline distribution company and pipeline 

transmission company, a good place to look is 

the gross receipts tax, which is not before you 

here today, but the structure of that-- and it's 

absolutely clear from the structure of those 

statutes that pipeline transmission company rneans 

something other than a sale, and that oipeline 

distribution company means sale. And if it weren't 

true, then pipeline transmission companies would 

be required to file reports on gross receipts, 

· _[Qoa~ 
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2 

I 
and they're not. 

3 
I 

I CHAIRMAN MORRISON: That's the harmony 
I 

4 !; I'm speaking of. 

5 MR. WATTS: That's correct. Well, to me, 

6 those are guidance that's guidance for how 

7 I to look at the use of those terms elsewhere 

8 in the Code. And so, I ask you to construe 

9 the statute in a way that makes sense, and to 

10 worry at some point in the future about a 

11 situation that may or may not arise, and not 

12 to torture the statutes in order to solve 

13 now something that may never happen. 

14 COMMISSIONER HARWOOD: You would 

15 agree with Mr. Smith that I think, leaving 

16 aside the January 1st issue, which is interesting 

17 MR. WATTS: Well, I raise that only 

18 in response --

19 CHAIRMAN MORRISON: -- Cornmon\veal th 

20 Pipeline made a sale, owned the gas and ~ade a 

21 sale at Hopewell to Allied, then you've fallen 

22 
under the definition, as he suggests? I mean 

23 I look at you and I see sale, and I look at l'!j.m 

24 
and I say end-use. And I think that's about 

25 as close as you may come to it. But you're 

!I 
II 

il 



00011.7 
52 

saying that there's no sale, Allied or anybody 

else went out and bought the gas down in 

Texas, and you're merely the highway that 

carried it and delivered it to them, and 

there was no sale, and therefore, you do 

not distribute, you transmit. No sale by you. 

you. 

COMMISSIONER HARWOOD: That's right, 

by you. 

MR. WATTS: Well, first of all, let 

me digress for a second. I'll come back to your 

question. But to deal with what Mr. Smith says 

about pipeline distribution company, there's 

nothing in that section, in that definition 

that refers to end-use. It just doesn't say 

that. It talks about a purchaser for purposes 

of furnishing heat or light. You'd have to read 

in there that they're purchasing heat or light 

for ultimate consumption by that purchaser. 

It really doesn't say that. That concept is in 

pipeline transmission company, but it says not 

for sale to the ultimate consumer. And to me, 

that language, while it may be not as clear 

as it ought to be, is pretty daggone clear. 
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2 

I 
But to respond to your question, without being 

3 I 
I 

held to what your -- to effectively an advisory 
II 

4 il 
I !: 

opinion that you're asking me to provide here, 
'! 

5 because these facts aren't in front of you --
I 

" •I 

6 CHAIRMAN MORRISON: Well, you can 

7 give one, we can't. 

8 .I COMMISSIONER HARWOOD: The Fifth 

9 " Amendment will protect you a~ainst self-

10 incrimination, too. 

1 1 
'I 

MR. WATTS: I appreciate that. I 

12 appreciate that. But to answer the question, 

13 that could be -- except that if the sale is 

14 made, if the title transfers other than in 

15 Virginia, I think there's_some real questions 

16 about, about how that should be considered 

17 under your statutes. The gross receipts tax 

18 is applicable, for example, to -- only to sales 

19 in Virginia. 

20 COMMISSIONER HARWOOD: I didn't mean 

21 to do that. You "sell it 11 in the common 

22 definition at Hopewell to Allied. 

23 
MR. WATTS: If title transfers 

24 ri 
li 

in Virginia --

II 
'I 

25 :I 
,I 

COMMISSIONER HARWOOD: You buy it 

II 
p 

il 

· :@os~ 
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2 somewhere, you bring it down, and you sell it 

3 to them right at Hopewell. 

4 MR. WATTS: That's true. And without 
!, ,, 
II 

5 getting into January 1 or some other date, 
II 

6 that's true, but the statute simply refers to 

7 I January 1, and that's the only reason I brought 

8 it up, because that's the only guidance that we 

9 do have. And I think we all would agree that if 

- taxpayers and people can structure a transaction 

11 within the law, you know, that's what people do 

12 every day. 

13 COMMISSIONER HARWOOD: To avoid paying 

14 taxes is the American way; to evade them is 

15 ,, 
illegal. 

16 
MR. WATTS: That's true, that's true, 

0 . 
I 17 
"' 

and that's a useful distinction. And I really 

-

~ 
18 

don't want to get us stuck on the January 1 
:: 
~ 

19 
thing, because that's a difficult thing, and it 

20 
hasn't happened, and nobody knows that it will 

21 
come up ever. 

CHAIRMAN MORRISON: Let ne ask you 
22 

23 
something that's maybe off the point. It just 

occurred to me. You know, the gas, the gas 
24 

25 
priorities that we just recently promulgated 
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2 .HR. NATTS: Yes, sir. 

3 CHAIR~~N MORRISON: in the event 

4 
,, of a gas e~ergency. 

5 II 
II MR. NATTS: Right. 

I 
6 I CHAIRI\1AN l'10RRISON: And you're 

I 
7 II 

·[ 
8 li 

familiar with those, of course. Is there any 

way that that might, because of the banking, 
'I 
il 

9 il the so-called banking, can you imagine a 
il 
•: 
li 

10 !i 

!! 
situation where that might place your client 

11 !I 
j, 

I ' 12 ! 

in a position of having to sell, in other words 

banking -- gas is banked, that is, as the 

13 industry would say, they confiscate it, they 

14 take the gas, and then you get it back? I don't 

15 
think, I don't think that's going to enter into 

16 
this sort of thing, but I just wondered if the 

17 
scenario that you picture could result in a 

18 
gas emerqency which would cause you to sell 

19 
the gas, although that really wasn't what you 

intended? 
20 

~1R. ~vATTS: I think to r;1e it might 
21 

best be construed as a bail~ent, and for 
22 

some consideration. 
23 

CHAIRMAN HORRISON: It's a borrovring. 
24 

MR. WATTS: Because you're going to 
25 

li 
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2 get it back. The real problem candidly would 

3 I be more from the other direction, because it 

I 
4 I• 

I 

!i 
is possible, I suppose somebody could say 

5 that an end-user -- you know, if that were a 

6 sale, in fact, then maybe the customer selling 

7 that gas to the pipeline might be selling it 

8 within the utility concept. And I don't think 

9 any of us wants that to be the result. 

10 CHAIRMAN MORRISON: No, I just 

11 wondered if it was a technical sale. 

12 MR. WATTS: I think the way out of 

13 that is to consider it to be a loaning, or 

14 a bailment of the gas. 

15 
COMMISSIONER HARWOOD: Thank both of 

16 
you. 

17 
MR. WATTS: Thank you very much. 

18 
COMMISSIONER HARWOOD: It's been 

19 
extremely helpful and extremely interesting, 

20 
and it's obviously a construction of the 

21 
statute. And we will give it our full effort, 

22 
and try to advise you-all promptly to make 

23 
your plans. And I'm quite sincere when I say 

we appreciate the Memoranda and the oral argument. 
24 

il 
I' 

25 I; 
'I li 
·I I. 

MR. WATTS: If you want additional 

H 

'I ,, 

II 
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2 Memoranda, I don't want to slow you down, but 

3 COMMISSIONER HARWOOD: I think your 
I 

4 I 
ll 
.I 

5 

positions are abundantly clear. 

MR. WATTS: All right. 

6 
i 

=: 
COMMISSIONER HARWOOD: We appreciate it, 

7 ·! you-all. Thank you. And we'll close the matter. 

8 
I ,. And Mr. Smith, would you take the respon-

:I !: 
9 il 

I 
sibility of just assuring that the Document 

10 Control Center has Mr. Watts' letter to me and 

11 my reply, or anything else in there. I think .. 
•: 
! 

12 I sent them all to Document Control, so they 

13 would be in the, in the file. 

14 MR. WATTS: I believe my correspondence 

15 
has either been filed directly with Document 

16 
Control with copies to you, or copied to 

17 
Document Control, but Mr. Smith is -- \vould be 

18 
the person to do that. 

19 I 
CHAIRMAN MORRISON: The April 12th 

" 'I 

letter, is that --
20 

MR. WATTS: Well, there was an earlier 
21 

letter which was the recruest for review and a 
22 

reversal of the Division determination. 
23 

COMMISSIONER HARWOOD: I think I wrote 
24 

25 
you back that it was a judicial determination 
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This matter was heard by the Commission on May 20, 1991, 

pursuant· to a Rule to Show cause issued against Columbia Gas 

Transmission Corporation ("Columbia") on April 23, 1991, 

regarding Columbia's failure to file, when due, the annual report 

required by Virginia Code§ 58.1-2628(B). 

Counsel appearing were Stephen H. Watts, II, Esq., for 

Columbia, and Wayne N. Smith, Esq., for the Commission's staff. 

In the Rule, the Commission had found that its decision on this 

matter could affect operations of the Department of Taxation. It 

therefore invited the Tax Commissioner and the Attorney General 

to participate in the case. No appearance was made by these 

parties, however. 

Columbia and the staff filed a thorough stipulation of facts 

with the Commission which obviated the necessity for taking 

evidence in the case. The significant facts are clear. 

Columbia, an interstate natural gas transmission company doing 

business in Virginia, merged in December of 1990 with 
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Commonwealth Gas Pipeline Corporation ( 11 Commonwealth11 ) an 

intrastate company, leaving Columbia as the survivor. Part of 

the service Commonwealth had previously provided in Virginia, and 

which was assumed by Columbia as a result of the merger, was gas 

transportation service to the Allied Signal, Inc. plant 

("Allied") in Hopewell, Virginia. Pipeline facilities are 

directly connected to Allied at that point, through which gas 

purchased by Allied from suppliers other than Commonwealth, now 

Columbia, is transported to the plant. Prior to November 1, 

1989, Commonwealth had sold Allied gas and transported gas which 

Allied had purchased from other suppliers. on that date, 

however, Commonwealth ceased making sales of gas, but continued 

to transport gas for Allied. 1 

Columbia did not file the report required under Virginia 

Code § 58.1-2628 by its due date of April 15, 1991, because it 

believes it should be classified as a "pipeline transmission 

company" under the Code. If correct, it is required to file its 

report of property with the Department of Taxation rather than 

the Commission, which it did, and the Department is charged with 

assessing the value of that property for local government taxing 

purposes. 

The Public Service Taxation division of this Commission 

contends, on the other hand, that Columbia is actually a 

\ 1. Prior ·~c.:. the merger, Commonwec.J.th was considered a pipeline 
distribution company, under the definitions discussed below, and 
filed its required annual reports with the Commission, concluding 
with the one due April 15, 1990. The Commission assessed 
Commonwealth's property in the years preceeding the merger. 

2 
@os?J 
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"pipeline distribution company" under the Code, which means it is 

this Commission's duty to assess the company's property. Thus, 

the ultimate issue here is merely which state agency should make 

the property evaluation. 

With the comprehensive stipulation of facts developed by the 

parties, that question is one of law, and it is indeed a close 

one, given the Code provisions on the subject. Chapter 26 of 

Title 58.1 of the Code deals with the subject of taxation of 

public service corporations. Section 58.1-2600 defines a number 

of terms used throughout the Chapter, among which are the 

following: 

"Pipeline distribution company" means a 
corporation, other than a pipeline 
transmission company, which transmits, by 
means of a pipeline, natural gas, 
manufactured gas or crude petroleum and the 
products or by-products thereof to a 
purchaser for purposes of furnishing heat or 
light. 

"Pipeline transmission company" means a 
corporation authorized to transmit natural 
gas, manufactured gas or crude petroleum and 
the products or by-products thereof in the 
public service by means of a pipeline or 
pipelines from one point to another when such 
gas or petroleum is not for sale to an 
ultimate consumer for purposes of furnishing 
heat or light. 

Columbia contends, first, that it is a "pipeline 

transmission company" under these definitions, and, as such, it 

cannot be a "pipeline distribution company," because the very 

definition of a distrjbution company requires that it be a 

corporation "other than a pipeline transmission company •.•. " 

Columbia believes that these two definitions are therefore 

mutually exclusive. Secondly, it argues that it is also not a 

3 
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distribution company because it does not transmit gas to "a 

purchaser." Of course, it acknowledges that it transmits gas to 

Allied for the purposes of furnishing heat or light, but says 

that Allied is not a "purchaser" of the gas from Columbia, since 

it has bought this gas from other upstream suppliers, and is 

merely hiring Columbia to transport its property to its plant. 

Examining the above definitions in isolation, it becomes 

difficult not to grant the mer~ts of the company's first 

argument, that is, that a transmission company cannot be a 

distribution company because of the apparent exclusivity of the 

two terms as thus defined. 

However, Virginia Code § 58.1-2627.1, later in the chapter, 

confronts us with a provision which casts considerable doubt on 

the above tentative conclusion. First, that Code section states, 

as noted earlier, that a transmission company's property is to be 

reported to and assessed by the Department of Taxation, while 

that of a distribution company is to be handled by this 

Commission. Then, Code § 58.1-2627.1(0) provides: 

When a company qualifies as both a 
pipeline transmission company and a pipeline 
distribution company, it shall for property 
tax valuation purposes be considered a 
pipeline distribution company. 

This provision seems to stand in stark contrast to the 

mutual exclusivity argument suggested by the two definitions from 

Code § 58.1-2600. That is, i~~ a distribution company must be 

something "other than a pipeline transmission company" under 

§ 58.1-2600, how can it qualify as both, as envisioned by § 58.1-

2627.1(0)? 

4 
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When engaged in statutory interpretation, we must give 

effect to all relevant provisions if possible, and we believe the 

only way to resolve this apparent conflict is to focus on the 

phrase in the latter section which provides that, if a company 

has such a dual nature, it shall 11 for property tax valuation 

purposes" be considered a distribution company. Thus, it appears 

that the general definitions found in Code § 58.1-2600 should 

control throughout the chapter~ except with regard to the 

specific subject of property tax valuation. In that discrete 

instance, we believe the law intends that the two definitions not 

be mutually exclusive, so that a particular company could be 

found to have the characteristics of both a distribution and a 

transmission comp~ny. If so, then for property tax valuation 

purposes only (as opposed to gross receipts or special tax 

liability for example), such a company is to be considered solely 

a distribution company. 

The next inquiry is whether Columbia meets either or both 

definitions. First, is it a pipeline transmission company? 

Clearly it is. The stipulation shows it is engaged in 

transmitting natural gas through pipelines under many situations 

where such gas "is not for sale to an ultimate consumer for 

purposes of furnishing heat or light." 

A more difficult question is whether Columbia also qualifies 

as a distribution company, ignoring, a~ we have explained we must 

for property tax valuation purposes, the phrase in that 

definition reading "other than a pipeline transmission company." 

That is, does Columbia transmit gas by means of a pipeline "to a 

5 
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purchaser for purposes of furnishing heat or light?" 

Columbia, of course, argues that the word "purchaser" 

implies that a purchase of gas must be made from the distribution 

company, and that no such situation presently exists here.2 we 

find it instructive, however, to note the difference in 

terminology chosen by the legislature in the concluding clauses 

of each of the two definitions. That is, a transmission company 

transmits gas which "is not for sale to an ultimate consumer," 

while a distribution company transmits gas "to a purchaser." Had 

the intention been only to establish diametrically opposed 

conditions, a distribution company could have been said to be a 

company which transmits gas which "is for sale to an ultimate 

consumer." Since this language was not used, we agree with the 

staff that the word "purchaser" does not necessarily imply a gas 

sales customer of the distribution company. We believe that that 

term was intended merely to indicate the entity which will use 

the gas to produce heat or light, that is, an "end-user." Such 

an entity does not resell the gas, does not transport it onward 

to a different point, but in fact consumes it for its own 

purposes. That is clearly the case for Allied here. 

In conclusion, we find that Columbia, under the facts of 

this case, qualifies as both a pipeline distribution company and 

a pipeline transmission company. Virginia Code § 58.1-2627.1(0) 

2. It is possible, as acknowledged in the stipulation, that 
Columbia may reinstitute actual sales service at some point in 
the future. 

6 
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therefore mandates that, for property tax valuation purposes, it 

is to be considered a pipeline distribution company. Thus, it is 

with this Commission which its annual report should have been 

filed under Virginia Code§ 58.1-2628(8), and it was due by April 

15, 1991. 

Virginia Code § 58.1-2610 fixes a penalty of $100 per day 

for the late filing of such a report. It also provides, however, 

that the penalty may be waived for good cause. We find that, in 

this situation, the state of the law was such that Columbia could 

have reasonably concluded that its reporting obligation was to 

the Tax Commissioner rather than to this Commission. We 

therefore will waive the penalty in this case, but will direct 

that the company file its delinquent report promptly. 

IT IS , THEREFORE, ORDERED: 

(1) That Columbia Gas Transmission Corporation file the 

annual report of its real and tangible personal property owned on 

January 1, 1991, with the Commission, as required by Virginia 

Code § 58.1-2628, on or before October 7, 1991. 

(2) Failure to file such report by such date will subject 

Columbia to the penalty provided in Virginia Code § 58.1-2610 for 

each day of delinquency after that date. 

(3) That there being nothing further to be done herein, 

this matter is hereby dismissed. 

ATTESTED COPIES of this order shall be sent to Columbia Gas 

Transmission Corporation, Stephen H. Watts, II, Esquire, McGuire, 

Woods, Battle & Boothe, One James Center, Richmond, Virginia 

23219; The Honorable Mary Sue Terry, Attorney General of 

7 



000131 

Virginia, Supreme Court Building, 101 North Eighth Street, 

Richmond, Virginia 23219; The Honorable William Forst, Tax 

Commissioner, Department of Taxation, P.O. Box 6-L, Richmond, 

Virginia 23282; Wayne N. Smith, Esquire, Office of General 

Counsel; and A. Lee O'Bryan, Director, Division of Public Service 

Taxation. 
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of the statute and not an administrative. 

MR. SMITH: Those documents have been 

4 
;! :, 

filed~ copied, numbered, and are associated 

5 with this case. 

6 COMMISSIONER HARWOOD: Good. Fine. 

7 I did my homework. 

8 We'll conclude with that. Thank you all. 

9 We have some·other cases, motor carrier. 

10 MR. WATTS: Thank you for hearing us 

11 this morning. 
.; 

12 COMMISSIONER HARWOOD: Thank you very 

'I 
13 much. 

·' 

14 

15 
NOTE: The hearing was concluded and 

16 
adjourned at 11:04 a.m., May 20, 1991. 

17 
* * * * * * * * 
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VIRGINIA: 

BEFORE THE STATE CORPORATION COMMISSION 

COMMONWEALTH OF VIRGINIA, ex rel. ) 
) 

STATE CORPORATION COMMISSION ) 
) 

v. ) 
) 

COLUMBIA GAS TRANSMISSION CORPORATION, ) 
Defendant. ) 

NOTICE OF APPEAL 

Please take notice that the Defendant, Columbia Gas 

Transmission Corporation, intends to appeal the Final Order, 

dated August 6, 1991, in Case No. PST910001. 

Respectfully submitted, 
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COLUMBIA GAS TRANSMISSION CORPORATION 

By ~f51,___<Jk_) -f-*--llu-~_Ji::-__ 
dounsel 

Stephen H. Watts, II 
McGuire, Woods, Battle & Boothe 
One James Center 
901 East Cary Street 
Richmond, Virginia 23219-4030 
(804) 775-4357 

Giles D. H. Snyder 
General Counsel and Secretary 
H. L. snyder, Assistant General Counsel 

and Assistant Secretary 
Columbia Gas Transmission Corporation 
P.O. Box 1273 
Charleston, West Virginia 25324 
(304) 357-2000 

Dated: August 15, 1991 
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CERTIFICATE OF SERVICE 

The unders~gned hereby certifies that a true copy of the 

foregoing Notice. of Appeal was delivered or mailed to Wayne N. 

Smith, Esquire, State Corporation Commission, Jefferson Building, 

Richmond, Virginia 23219; The Honorable Mary Sue Terry, Attorney 

General of Virginia, Supreme Court Building, 101 North Sth 

Street, Richmond, Virginia 23219; and The Honorable William 

Forst, Tax Commissioner, Department of Taxation, P.O. Box 6-L, 

Richmond, Virginia 23282, this 1~ day of August, 1991. 
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SUPREME COU~T OF VIRGINIA 

SUPRBHB COURT OP VIRGINIA 

COLUMBIA GAS TRANSMISSION 
CORPORATION, 

) 
) 

Appellant ) 

v. 
) 
) Record Ho. 911456 

RICHMOND, VIRGINIA 

) 
) 
) 
) 

(SCC Case No. PST910001) 
STATB CORPORATION COMKISSIOB, 

Appellee 

) 

ASSIGHMBRT OP BRROR 

Columbia Gas Transmission Corporation ("Columbia''), 

Appellant, assigns error to the Final Order issued by the state 

Corporation Commission (the "Commission") on August 6, 1991 in 

Case No. PST910001 as follows: 

In holding that Columbia is a "pipeline distribution 

company" for property taxation purposes, the Commission 

misconstrued Va. Code SS 58.1-2600 and 58.1-2627.1. Under those 

sections, as applied to the stipulated facts, Columbia is not a 

"pipeline distribution company," but rather is a "pipeline 

transmission company" only, for property taxation purposes. 

Respectfully submitted, 

COLUMBIA GAS TRANSMISSION CORPORATION 

By ~l;r/::~;c_ 
Stephen H. Watts, II 
McGuire, Woods, Battle & Boothe 
One James center 
901 E. cary Street 
Richmond, Virginia 23219-4030 
(804) 775-4357 



Giles D. H. Snyder, General Counsel and Secretary 
H. L. snyder, Assistant General Counsel and 
Assistant Secretary 

Columbia Gas Transmission Corporation 
1700 Maccorkle Avenue, S.E. 
P.O. Box 1273 
Charleston, West Virginia 25324 
(304) 357-2705 

coltaxapp.err 
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CERTIFICATE OF SERVICE 

I hereby certify that I have mailed or hand-delivered a copy 
~ 

of the foregoing document to the following, this Z7day of 

September, 1991: 

Wayne N. Smith, Associate General Counsel 
State Corporation Commission 
Jefferson Building, 3rd Floor 
Bank and Governor Streets 
P.O. Box 1197 
Richmond, Virginia 23209-1197 

Hon. Mary Sue Terry 
Attorney General 
Office of the Attorney General 
101 N. Eighth Street 
Richmond, Virginia 23219 




