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FEDERAL ENERGY REGULATORY COMMISSION

WASHINGTON, D.C.  20426

April 27, 2007





In Reply Refer To:





Transwestern Pipeline Company, LLC




Docket Nos. RP06-614-000 




                     RP06-614-002

Transwestern Pipeline Company, LLC
5444 Westheimer Road
Houston, TX  77056-5306
Attention:
Shelley A. Corman


Senior Vice President
Reference:
Approving Settlement and Accepting Revised Tariff Sheets
Dear Ms. Corman:

1. On September 29, 2006, Transwestern Pipeline Company, LLC (Transwestern) filed a Natural Gas Act (NGA) section 4(e) rate filing to effectuate changes to the rates and terms and conditions of its jurisdictional services.  On October 31, 2006, the Commission issued an order accepting and suspending the proposed tariff sheets, subject to refund, and establishing a hearing and technical conference.
  On March 9, 2007, Transwestern filed an Offer of Settlement (Settlement) resolving all issues set for hearing by the October 31, 2006 Order.
  Subsequently, on March 23, 2007, Transwestern filed a motion pursuant to the Settlement, to place the settled rates into effect on April 1, 2007. 
  This order approves the Settlement that resolves all issues set for hearing and accepts the revised tariff sheets reflecting the settlement rates to be effective April 1, 2007.
2. On March 15, 2007, initial comments supporting the Settlement were filed by Commission Trial Staff, UNS Gas, Inc., and Transwestern Pipeline Company, LLC.  On March 16, 2007, initial comments supporting the Settlement were filed by Public Service Company of New Mexico, Indicated Shippers, Public Utilities Commission of the State of California, Southern California Edison Company, Arizona Public Service Company, jointly by Southern California Gas Company and San Diego Gas & Electric Company, the Arizona Corporation Commission and Pacific Gas & Electric Company.  No reply comments were filed.  On March 27, 2007, the Presiding Administrative Law Judge certified the Settlement to the Commission as uncontested. 
3. Public notice of Transwestern’s motion in Docket No. RP06-614-002 was issued on March 30, 2007, with interventions and protests due on or before April 6, 2007.  Pursuant to Rule 214 (18 C.F.R. § 154.210 (2006)), all timely filed motions to intervene and any motions to intervene out-of-time filed before the issuance date of this order are granted.  Granting late intervention at this stage of the proceeding will not disrupt the proceeding or place additional burdens on existing parties.  No protests or adverse comments were filed.
4.  The following is a summary of the major provisions of the Settlement.
a. Article I states that the Settlement resolves all issues set for hearing by the Commission’s October 31, 2006 Order.  
b. Article II addresses the Settlement rates to be effective April 1, 2007.  The Settlement rates are based on a cost of service of $193.5 million.  The Settlement provides for rolled-in rate treatment for the San Juan Lateral Phase I expansion, San Juan Lateral Phase II expansion, Gallup compressor station expansion, San Juan Lateral looping and compression project, and Red Rock expansion.  In addition, Transwestern agrees to seek rolled-in treatment of the Rate Schedule FTS-5 San Juan lateral facilities, which are part of the Phoenix expansion project in Docket No. CP06-459.
c. Article III sets forth the agreed-upon depreciation and amortization rates effective April 1, 2007.  The depreciation rate applicable to all of Transwestern’s transmission plant facilities will be 1.20 percent per annum.  All other depreciation and amortization rates are contained in Appendix B.
d. Article IV relates to regulatory accounting treatment and other matters.  It describes the terms by which Transwestern is authorized to amortize certain costs in its cost of service such as its allocated share of the costs to fully fund and terminate the Enron Corp. Case Balance Plan; regulatory commission expenses; inclusion of net periodic costs associated with post-retirement benefits other than pensions; and its accumulated reserve adjustment regulatory assets and certain other assets.  In addition, Article IV, Section 5 addresses inclusion of amounts to effectuate the collection of deficient deferred income taxes occurring as the result of the 1993 change in the corporate income tax rate; Section 6 addresses the amortization of projected non-PCB soil and groundwater remediation expenses, Section 7 provides authorization to record regulatory assets and to amortize the tribal right-of-way prepayment deferrals; and, Section 9 resolves all issues with respect to Transwestern’s debt financing in Docket No. IN02-6, among other things.
e. Article V specifies that Transwestern will file a NGA section 4 rate case by October 1, 2011.  In that filing, Transwestern will propose a fuel tracker, including true-up, in compliance with the Commission’s then-existing policy with respect to fuel trackers.  In addition, the filing will include three years of fuel data by month for each compressor station and segment. 
f. Article VI provides for a rate moratorium.  Transwestern will not make a NGA section 4 general rate case filing to increase its base tariff rates prior to March 31, 2010.  Further, no party will seek, solicit, or financially support a change or challenge to any effective provision of the Settlement during the term of the Settlement.
g. Article VII provides that the Settlement shall become effective on the first day of the first month following the date on which a Commission order approving the Settlement becomes final, without modifications or conditions that are materially adverse and unacceptable to Transwestern or any party.
h. Article VIII articulates the terms of the effectiveness of the Settlement. A final Commission order approving the Settlement will constitute final approval of all necessary authorizations and waiver, to the extent necessary, to effectuate the Settlement.  Article VIII also provides that, except as provided in      Article IV, the Settlement will terminate upon the effective date of revised rates filed by Transwestern in a subsequent NGA section 4 general rate case that complies with Articles V and VI.  

i. Article IX provides that the Settlement is privileged and of no effect until it is approved and becomes effective.  
j. Article X lists reservations.  It states that the Settlement is not severable, it represents a negotiated settlement only with respect to the issues resolved therein, and, except to the extent explicitly set forth in the Settlement, neither Transwestern, the Commission, its Staff, nor any Party shall be deemed to have approved, accepted, agreed to, or consented to any policy, methodology, or other principle underlying or supposed to underlie any of the matters provided for in the Settlement.
k. Article XI consists of miscellaneous provisions, including a provision stating that the standard of review for proposed changes to the Settlement is the just and reasonable standard.
5. The Commission approves the Settlement as it appears fair, reasonable, and in the public interest.  The Commission’s approval of the Settlement does not constitute acceptance of, or precedent regarding, any principle or issue in this proceeding.  The Commission also accepts the revised tariff sheets to place into effect the settled rates effective April 1, 2007.


By direction of the Commission.










Kimberly D. Bose,




                  Secretary.

� Transwestern Pipeline Company, LLC, 117 FERC ¶ 61,134 (2006) (October 31, 2006 Order).





	� On February 1, 2007, Transwestern filed an Offer of Settlement in Docket      No. RP06-614-001, which is still pending before the Commission and resolves all the issues set for technical conference in the October 31, 2006 Order, with the exception of the gas quality specifications for Wobbe and Btu.  On April 3, 2007, Transwestern filed a motion to hold in abeyance action on Wobbe and Btu issues for a 6 month period ending      October 1, 2007.  In this regard, the parties are reminded that their respective positions on Wobbe and Btu, and any settlement on gas quality requirements, will require factual support consistent with the Commission’s  Policy Statement on Provisions Governing Natural Gas Quality and Interchangeability in Interstate Natural Gas Pipeline Company Tariffs, 115 FERC ¶ 61,325 (2006). 


� Substitute Fourth Revised Sheet Nos. 5, and 5A, Second Revised Sheet               No. 5A.01, Sixth Revised Sheet No. 5A.02, Substitute Fifth Revised Sheet No. 5B, Substitute First Revised Sheet Nos. 5C, 5D, and 5E, and Substitute Original Sheet       No. 5D.01 to FERC Gas Tariff, Third Revised Volume No. 1.









