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1.4 Regulatory Environment

1.4.1. Current Regulatory Regime
Transwestern’s  current transportation environment is influenced by three major regulatory rate filings and Transwestern’s currently effective FERC Gas Tariff.

The three major regulatory rate filings are:
	Transwestern’s 1993 Rate Case Settlement
	Transwestern’s 1995 Global Settlement
	Transwestern’s 1996 Mini Settlement

1.4.2. Rate Case Overview
1.4.2.1. Rate Method
Transwestern’s currently effective tariff rates implemented under the 1993 Rate Case Settlement (RP93-34) use the Straight Fixed Variable (SFV) rate design mandated by FERC Order No. 636.

Transwestern also has in effect its Settlement Base Rates (SBR) which were implemented under its Global and Mini- Settlements (RP95-271, et al.).  The SBRs  are applicable to seven specific shippers, identified in the Global and Mini- Settlements as “Current Firm Customers” or “CFC.”

1.4.2.2. Current Rate Structure- Revenue Requirement
Transwestern’s current revenue requirement was established under   RP93-34 and amended by RP95-271 is as follows:
	Adjusted FTS-1 Reservation Charge Revenue	$134.8
	FTS-1 Commodity Charge Revenue			$    5.9
	ITS-1 (Allocated from FTS-1 Demand)		$    6.1
		Total Revenue Requirement			$146.8

NOTE:  The Parties to the Settlements did not stipulate to the Cost of Service underlying the Settlement Rates.

1993 Rate Case Settlement:
· FERC approved March 30, 1994.
· SFV Rate Design
· Additive zone based rates by path.
· Rates effective April 1, 1994
· General rate increase moratorium until November 1, 1996.
· Next rate case to be effective no later than April 1, 1998.

1995 Global Settlement:
· FERC approved July 27, 1995.
· Established Settlement Base Rates (SBR) applicable to specified Current Firm Customers for the term of each CFC’s service agreement.
· Resolved (1) the relinquishment of Southern California Gas’ (SoCal) 457,281 MMBtu of capacity; (2) all issues pertaining to the recovery of take-or-pay- costs; (3) all issues with respect to several pending (at the time) certificate proceedings (which included abandonment of facilities and gathering facility issues); and (4) issues related to the Commission’s mandated SFV Rate Design under Order No. 636.
· Settlement Base Rates effective November 1, 1996.
· SoCal relinquished capacity costs sharing mechanism: 
50/50 from November 1, 1996 through October 31, 1997
75/25 from November 1, 1997 through October 31, 2001
· Next Rate Filing to be effective no later than November 1, 2006.

1996 Mini- Settlement:
· FERC approved October 16, 1996.
· Same term as Global Settlement.
· Issues involved:
· Resolved all issues involving recovery of unrecovered Purchase Gas Adjustment Costs.
· Adjusted and finalized all issues relating to take-or-pay, buy-out, buy-down, and contract reformation costs.
· Reduced the depreciation of mainline transmission facilities from 1.7% to 1.2%, effective January 1, 1996.
· Provided a rate adjustment to the Global Settlement Base Rates.
· Established an Amortization Mechanism for certain costs.

1.4.2.3. next rate case – expected changes
· A rate filing must be made to be affective no later than November 1, 2006 (Filing required by 9/30/06).
· All remaining Current Firm Customers’ service agreements will expire within six months of the effective date of the next rate case.
· Costs allocations could be affected by new FERC rulings.


1.4.3. Regulatory trends/outlook
· FERC Order No. 637:  Transwestern currently has a compliance filing pending at the FERC.  The major issues include segmenting and mandatory cash-outs for imbalances. 
