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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Jon Wellinghoff, Chairman;
Marc Spitzer, Philip D. Moeller,
John R. Norris, and Cheryl A. LaFleur.

Millennium Pipeline Company, L.L.C. Docket No. RP11-1936-000

ORDER ACCEPTING TARIFF RECORD
SUBJECT TO CONDITIONS

(Issued April 29, 2011)

1. On March 31, 2011," Millennium Pipeline Company, L.L.C. (Millennium) filed a
revised tariff record,” setting forth its revised annual Retainage Adjustment Mechanism
(RAM) percentages and workpapers to comply with section 32 of the General Terms and
Conditions (GT&C) of Millennium’s FERC gas tariff. Millennium requests an effective
date of May 1, 2011. As discussed below, the Commission accepts the revised tariff
record to be effective May 1, 2011, subject to conditions.

Background

2. GT&C section 1.36 of Millennium’s tariff defines Retainage as “the quantity of
gas, expressed as a percentage of receipt quantities, Shipper must provide Transporter (in
addition to quantities Transporter will deliver to Shipper) for company-use, lost and
unaccounted-for [LAUF] quantities under any of Transporter’s Rate Schedules that refer
to such term.” GT&C section 32.2 states that Millennium shall “adjust the Retainage
percentages, to take into account both prospective changes in Retainage requirements and
unrecovered Retainage quantities from the preceding period as described at [GT&C]
[s]ection 32.4 . . . for transportation.”

3. Millennium’s retainage percentage is comprised of two components, a percentage
designed to reimburse Millennium for the fuel it uses to operate its system (Fuel
Percentage) and a percentage that is used to reimburse Millennium for LAUF gas arising

! On February 28, 2011, in Docket No. RP11-1811-000, Millennium requested an
extension of time to submit the annual RAM filing. On March 10, 2011, the Commission
granted an extension to April 1, 2011.

2 Currently Effective Rates, Section 7. Retainage Rates, 1.0.0 to Millennium
Tariffs, FERC NGA Gas Tariff.
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from its operations (LAUF Percentage). To calculate the Forward Haul Retainage under
Millennium’s tariff these two percentages are added together. The Backhaul Retainage
under Millennium’s tariff reflects only the LAUF Percentage.

4, Under the tariff, the Fuel Percentage and the LAUF Percentage applied each year
are based on estimates made for the coming year. However, the amount to be retained in
a given year is also adjusted for any under-retainage or over-retainage in the prior
calendar year.

Details of the Filing

5. Millennium states that it commenced service on December 22, 2008, and the
instant filing is only Millennium’s second annual RAM filing. Millennium further states
that while preparing the instant filing and comparing the data for its first two years of
operation, it determined that certain underlying data required further verification and
analysis. It states that, if it determines that there is a need to further adjust the retainage
percentage, it will further adjust the percentage by filing a periodic RAM filing as
permitted under GT&C section 32.2.

6. Millennium has included, in Attachment A to the instant filing, an estimate of the
percentage of receipts that it will need to retain for anticipated fuel used for the current
calendar year based on expected operations and throughput for the coming year.
Millennium estimates that the Fuel Percentage for 2011 will be 0.307 percent.

7. Attachment A sets forth Millennium’s estimate of the percentage of receipts that
needs to be retained to reimburse it for the amount of gas that will be lost and
unaccounted for during the current calendar year. Millennium states that, prior to this
filing, it had calculated the LAUF Percentage to be zero, which was generally consistent
with the first year and one-half of Millennium’s operations. Millennium now estimates
that the LAUF percentage for 2011 will be 0.166 percent.

8. Attachment A also sets forth how much gas Millennium retained from its shippers
through the period ending October 31, 2010, and how much it should have retained for
that period for fuel used during operations and for LAUF gas. Millennium indicates that
it needs to recover an additional 131,541 Dth of gas in 2011 for unrecovered fuel and an
additional 10,766 Dth of gas for unrecovered LAUF. Millennium states that given its
projected receipts for 2011, this results in an unrecovered retainage percentage for fuel of
0.168 percent and an unrecovered retainage percentage for LAUF gas of 0.014 percent.
Millennium further states that, pursuant to its tariff, its true-up calculation of over and
under-recoveries of fuel and LAUF should be based on over and under-recoveries during
the prior calendar year. However, Millennium asserts that it incurred much higher LAUF
during the months of November and December 2010 than prior months, and it is still
reviewing those numbers. It states that it intends to revise its tariff so that in the future
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the true-up period will be the previous one-year period of November 1 to October 31 and
this would make it consistent with the period used for the penalty credit calculation under
GT&C section 19.7. Therefore, in this filing, Millennium requests a waiver of GT&C
section 32 of its tariff to use the period ending October 31, 2010.

9. Millennium states that, by adding these unrecovered retainage percentages to the
Fuel Percentage and the LAUF Percentage, it has calculated the Forward Haul Retainage
Percentage under its tariff effective as of May 1, 2011 to be 0.655 percent and its
Backhaul Retainage Percentage under its tariff effective as of May 1, 2011 to be 0.180
percent.

Notice of Filing, Interventions, Protest and Answer

10.  Public notice of Millennium’s filing was issued on March 31, 2011 with
interventions and protests due as provided in section 154.210 of the Commission’s
regulations.® Pursuant to Rule 214,* all timely filed motions to intervene and any
unopposed motions to intervene out-of-time before the issuance date of this order are
granted. Granting late intervention at this stage of the proceeding will not disrupt this
proceeding or place additional burdens on existing parties.

11.  Hess Corporation (Hess) filed a limited protest and a request for additional
information. The National Grid Gas Delivery Companies (National Grid)’ filed a request
for additional information or, alternatively, a technical conference. On April 20, 2011,
Millennium filed an answer to these pleadings (Answer).®

12.  Hess protests Millennium’s RAM filing in view of what it characterizes as the
proposed significant and unsupported increase in retainage percentages, and the failure of
Millennium to explain adequately the departure from its tariff. Hess requests that the

318 C.F.R. § 154.210 (2010).
“18 C.F.R. § 385.214 (2010).

> The Brooklyn Union Gas Company d/b/a National Grid NY; KeySpan Gas East
Corporation d/b/a National Grid; Boston Gas Company, Colonial Gas Company, and
Essex Gas Company, collectively d/b/a National Grid; EnergyNorth Natural Gas Inc.,
d/b/a National Grid NH; Niagara Mohawk Power Corporation d/b/a National Grid; and
The Narragansett Electric Company d/b/a National Grid, all subsidiaries of National Grid
USA, Inc.

® The Commission’s Rules of Practice and Procedure do not permit answers to
protests unless otherwise ordered by the decisional authority. 18 C.F.R. § 385.213(a)(2)
(2010). However, the Commission finds good cause to accept Millennium’s Answer
since it will not delay the proceeding, may assist the Commission in understanding the
issues raised, and will ensure a complete record.
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Commission require Millennium to provide additional information, or, alternatively, set
the matter for a technical conference.

13.  Hess argues that Millennium should be required to provide more information in
view of the nearly 80 percent increase in the Forward Haul Retainage rate, and the
increase in the Backhaul Retainage rate from zero to 0.180 percent, driven in large part
by the increase in its LAUF Percentage. Hess asserts that the filing never explains why
LAUF dramatically escalated in the last six months of 2010. Hess further asserts that
because Millennium only uses the first ten months in 2010 for calculating the
Unrecovered Retainage Percentage, it appears that the significant increase in LAUF is
attributable only to the four-month period of July through October of 2010. Hess
contends that Millennium should be required to provide a narrative explanation, with
supporting work papers, describing the reason for the significant increase in LAUF.

14.  Hess further argues that additional information is required in view of
Millennium’s request for a waiver of its tariff so that it may use the first ten months of
2010 for computing its Unrecovered Retainage Percentage, rather than the entire calendar
year. Hess states that the Commission recently considered a similar request in Columbia
Gulf Transmission Co., 134 FERC { 61,254, at n.10 (2011), where the Commission ruled
that the pipeline “should inform the Commission at the outset with supporting
calculations, as opposed to responding in an answer, if its proposed...[retainage rates]
reflect an allocation of costs that is a departure from its previous...[retainage] filing or is
otherwise not specified in its tariff.” Hess contends that Millennium should similarly
inform its shippers and the Commission “with supporting calculations” relative to its
proposed tariff deviation which, at a minimum, should include fuel use and LAUF
volumes for each month of calendar year 2010.

15.  National Grid argues that Millennium’s filing contains very little back-up
information. Specifically, National Grid asserts that Millennium offers no explanation of
why it experienced under-recoveries of 131,541 Dth of fuel and 10,766 Dth of LAUF gas
in the period ending October 31, 2010. National Grid further asserts that the filing
provides no support for projected company use gas and LAUF amounts for 2011, and, at
the same time, indicates that the fuel use and LAUF data required extra review for
verification. National Grid requests the Commission to accept Millennium’s filing
subject to refund and direct Millennium to provide a more detailed explanation of the
basis of both its actual fuel results for the period ended October 31, 2010, and its fuel
projections for 2011, including (i) detailed monthly calculations and projections and an
explanation for the causes of the proposed increase from an operating perspective; and
(i) a discussion of variances between projected and actual amounts. National Grid states
that it reserves the right to submit further comments once it has had the opportunity to
review Millennium’s explanation and back-up data.
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16.  Inits Answer, Millennium states that it intends to provide the information
requested by Hess and National Grid and to make any necessary adjustments to the
Retainage calculations in a subsequent tariff filing. To address the concerns of Hess and
National Grid regarding the data and projections underlying Millennium’s Annual RAM
filing, Millennium proposes to submit a Periodic RAM filing under GT&C section 32.1
of its tariff. Millennium asserts that, under that provision, Millennium is permitted to
adjust its RAM when, in its reasonable discretion, Millennium determines that such a
filing is necessary “based upon operating or other conditions, to take into account both
prospective changes in Retainage requirements and unrecovered Retainage quantities
from the preceding period for transportation.” Millennium states that it intends to submit
its Periodic RAM filing no later than August 1, 2011 to become effective September 1,
2011. Millennium further states that, as part of that Periodic RAM filing, it will submit
(1) workpapers reflecting detailed monthly calculations and projections for fuel use and
LAUF, along with an explanation of the operational reasons for the proposed increase
from prior periods; and (2) a narrative discussion of any variances it has experienced
between projected and actual fuel and LAUF volumes.

17.  Millennium asserts that, in the interim, it does not believe that the relief requested
by the intervenors will serve the public interest or the interest of Millennium’s shippers.
Millennium further asserts that, as a cost tracker, Millennium’s RAM is designed to true-
up projected costs with actual data and that any over-recoveries Millennium may incur
during that time will be resolved and refunded through a reduced retainage rate when the
Periodic RAM filing takes effect on September 1, 2011. Millennium contends that given
the short time-frame between this date and the May 1, 2011 effective date of the instant
annual RAM filing, a refund condition should not be imposed in this proceeding.
Millennium states that it has discussed its proposal with Hess and National Grid and
National Grid has informed Millennium that it would not oppose such a filing in lieu of
the requested refund condition and a technical conference is not necessary. Therefore,
Millennium contends that there is good cause to permit the proposed retainage
percentages to go into effect pending a future adjustment filing.

18.  Millennium asserts that it is undertaking every effort to provide the information
and analysis discussed above to implement the Periodic RAM filing before the start of
Millennium’s peak winter season. Millennium further asserts that it is necessary to
implement the proposed retainage percentages in the Annual RAM filing as promptly as
possible to avoid the necessity of imposing higher retainage rates during the peak season
to make up for under-recoveries incurred during the off-peak season.

Discussion

19.  The Commission accepts Millennium’s instant filing, effective May 1, 2011.
Millennium states that it is still verifying the data underlying its filing and reviewing the
reasons for its increased LAUF. It states that it intends to provide the information
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requested by Hess and National Grid and to make any necessary adjustments to the
Retainage calculations in a Periodic RAM filing under GT&C section 32.1 of its tariff to
be filed no later than August 1, 2011. We agree with Millennium that, in these
circumstances, its proposal is reasonable and that there is no need to make our acceptance
of the instant filing subject to refund because its tariff requires that any over-recovery be
trued up. In addition, there is no need to convene a technical conference at this time.
Therefore, the Commission grants waiver of GT&C section 32.4 and accepts the
proposed tariff record, to become effective May 1, 2011, subject to Millennium filing the
proposed Periodic RAM filing no later than August 1, 2011.

The Commission orders:

(A)  Millennium’s revised tariff record is accepted to become effective May 1,
2011, subject to Millennium filing the proposed Periodic RAM filing no later than
August 1, 2011.

(B) Onor before August 1, 2011, Millennium is directed to submit:
(1) workpapers reflecting detailed monthly calculations and projections for fuel use and
LAUF, along with an explanation of the operational reasons for the proposed increase
from prior periods; and (2) a narrative discussion of any variances it has experienced
between projected and actual fuel and LAUF volumes.

(C)  The Commission grants waiver of GT&C section 32.4, as discussed above.

By the Commission.

(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary.



