UNITED STATES OF AMERICA
BEFORE THE 
FEDERAL ENERGY REGULATORY COMMISSION


Transwestern Pipeline Company		)			Docket Nos. RP97-288-009
						)				         RP97-288-010
						)				         RP97-288-011
						)				         RP97-288-012
						)				         RP97-288-013
						)				         RP97-288-014
						)				         RP97-288-015

ANSWER OF TRANSWESTERN PIPELINE COMPANY
TO SHOW CAUSE ORDER

Transwestern Pipeline Company (“Transwestern”), pursuant to the Commission’s Order Accepting and Suspending Negotiated Rate Agreements, Subject to Refund, Consolidating Proceedings, and Order to Show Cause, issued March 28, 2001 (“March 28 Order”),[footnoteRef:2] and Rule 213 of the Commission’s Rules of Practice and Procedure, 18 C.F.R. §385.213, hereby files its answer in compliance with the Commission’s directive in Ordering Paragraph D of the March 28 Order. [2:  Transwestern Pipeline Company, 94 FERC ¶ 61,337 (2001).] 

I.
BACKGROUND
In compliance with the negotiated rate authority granted by the Commission on April 11, 1997,[footnoteRef:3] Transwestern filed in the above-captioned proceedings tariff sheets implementing negotiated rate transactions with certain customers, including Sempra Energy Trading (“Sempra”) and Richardson Products Company (“Richardson”).  On March 2, 2001, the Commission issued an order (“the March 2 Order”) that accepted the tariff sheets in Docket Nos. RP97-288-009, 010, 011, and 012 for filing, suspended their effectiveness, and permitted them to go into effect on the dates requested by Transwestern, subject to refund.[footnoteRef:4]  The sole reason given by the March 2 Order for suspending the tariff filings was that the filings “did not allow the Commission to make an informed decision with regard to the negotiated rate transactions at issue.”[footnoteRef:5]  The March 2 Order also observed that the Commission Staff recently had received additional information from Transwestern and the customers regarding the transactions, but that the Commission had not had the time to analyze the information provided.[footnoteRef:6] [3:  Transwestern Pipeline Company, 79 FERC ¶ 61,021 (1997).]  [4:  Transwestern Pipeline Company,  94 FERC ¶ 61,233 (2001).]  [5:  March 2 Order, mimeo, at 4.]  [6:  Id.] 

The Commission’s March 28 Order similarly accepted the tariff filings in Docket Nos. RP97-288-013 through 015, suspended their effectiveness, permitted them to go into effect, subject to refund, and consolidated those proceedings with the proceedings that are the subject of the March 2 Order.  As was the case in the March 2 Order, the Commission explained its determination to suspend the filings by stating in the March 28 Order that the filings did not allow the Commission to make an informed decision on the negotiated rate transactions at issue.[footnoteRef:7]  The March 28 Order goes on to cite a response from Sempra to Staff’s inquiry as to why Sempra chose the rate formula under its negotiated rate contract, rather than the recourse rate.  In its response, Sempra stated: [7:  March 28 Order, mimeo, at  5.] 

Transwestern advised Sempra Energy Trading that this capacity was available for a short period of time due to operational conditions.  Transwestern could not guarantee delivery into the SoCalGas system every day, so a rate formula reflective of Sempra Energy Trading’s daily market offered a better price risk profile than would a recourse rate.[footnoteRef:8] [8:  Id.
] 


The March 28 Order construes the quoted Sempra response as meaning that Transwestern offered to Sempra an unreliable or intermittently available transportation service if Sempra elected to pay Transwestern’s recourse rate, but a firmer or higher quality service if Sempra agreed to pay a negotiated rate.[footnoteRef:9]  As a result of that interpretation, the March 28 Order requires Transwestern to provide to the Commission information regarding the availability of firm capacity on Transwestern’s system and, “how it has the firm capacity available to move gas under the [negotiated rate] transactions . . . yet service under its recourse rates, which is firm service, would not be available without interruption.”[footnoteRef:10]  This answer responds to the Commission’s request for information. [9:  March 28 Order, mimeo, at 6.]  [10:  March 28 Order, mimeo, at 8.] 

II.
DISCUSSION

At the outset, Transwestern emphasizes that none of the negotiated rate transactions which are the subject of this proceeding, or any other firm negotiated rate transaction that Transwestern has entered into, would have been any less firm or otherwise have a lower quality of service had the customers instead elected to pay the recourse rate.  The capacity underlying these negotiated rate transactions, as is accurately stated in Sempra’s response to Staff’s data request, was capacity that became available for a short period of time due to operational conditions. Although each segment of Transwestern’s facilities has a specified design capacity, the capacity of those facilities may, during certain periods of time, exceed their design capacity as the result of certain changes in operating conditions such as lower winter ambient temperatures and the increased compressor efficiency associated with such temperatures.  The Commission has recognized that this capacity, which is referred to as “operationally available capacity”, can be sold on a short-term firm basis.[footnoteRef:11]   [11:  See, e.g., Iroquois Gas Transmission System, L.P., 79 FERC ¶ 61,394 at 62,695 – 97 (1997).] 

Because the amount of operationally available capacity can change from day to day, the firm service provided under the negotiated rate transactions for Sempra and Richardson was for a term of one day, and from day-to-day thereafter, until the earlier of:  (1) the end of the month in which the transaction was commenced; or (2) the date the transaction was terminated by either party by providing at least two hours notice prior to the nomination deadline for the day the termination is to be effective. 
Sempra’s statement that “Transwestern could not guarantee delivery into the SoCalGas system every day” reflected no more than the fact that Transwestern committed to daily firm service, with such service rolling over on a day-to-day basis if system conditions permitted.  Once the primary term of the contract ended, or at the end of any day-to-day rollover period, Transwestern could terminate the contracts if the capacity underlying the negotiated rate transactions was reduced or eliminated as the result of changes in operating conditions.   Sempra, also had the right to terminate the contract once the primary term expired, or at the end of any day-to-day rollover period.  
The service provided to Transwestern’s negotiated rate customers was firm during each contract’s primary term and during each rollover period thereafter, and would have been equally as firm had these customers elected to pay the recourse rate, rather than the negotiated rate.  These customers elected to pay the negotiated rate.  In fact, Sempra stated that:  “Sempra Energy Trading chose the negotiated rate formula as amended in the February 6, 2001 filing. . .”[footnoteRef:12] In addition, Richardson stated: “For this reason, [Richardson] elected this particular rate formula.”[footnoteRef:13]  [12:  See Sempra’s  response to Staff’s Data Request No. 1, filed February 28, 2001, in Docket Nos. RP97-288-009 and 011 (emphasis added).]  [13:  See Richardson’s response to Staff’s Data Request No. 1, filed February 28, 2001, in Docket No. RP97-288-010 (emphasis added).] 

In response to the Commission’s request for information regarding the availability of firm capacity on its system, the majority of Transwestern’s firm capacity that is available throughout the year (i.e., its design capacity) is committed under existing contracts. In accordance with Section 18 of Transwestern’s General Terms and Conditions, the unsubscribed capacity is identified as to its specific location by mainline/laterals, receipt point(s) and delivery point(s) on Transwestern’s Internet website.  In addition, pursuant to Order Nos. 636 and 637, Transwestern’s Internet website also sets forth its operationally available capacity and design capacity.
In summary, Transwestern would not have provided Sempra and Richardson, or any other customer, any lesser or different quality of service if they had elected to pay Transwestern’s FTS-1 recourse rate.  Thus, these negotiated rate transactions were entered into in a manner that was entirely consistent with the negotiated rate provisions of Transwestern’s tariff, and with the Commission’s negotiated rate policies.

III.
CONCLUSION

For the foregoing reasons, Transwestern respectfully requests that the Commission approve the negotiated rate filings at issue and terminate these proceedings.  Sempra and Richardson support this action.
							Respectfully submitted,



						By:	___________________________
							Drew J. Fossum
							Vice President and General Counsel
							Maria K. Pavlou
							Senior Counsel
							Transwestern Pipeline Company
							1111 South 103rd Street
							Omaha, NE  68124-1000
							402-398-7097
							mpavlou@enron.com




CERTIFICATE OF SERVICE
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