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UNITED STATES OF AMERICA

FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners:  Jon Wellinghoff, Chairman;

                                        Philip D. Moeller, John R. Norris,

                                        Cheryl A. LaFleur, and Tony T. Clark.
	Trailblazer Pipeline Company LLC
	Docket No.
	RP12-924-000


ORDER Rejecting TARIFF RECORDS
(Issued August 31, 2012)

1. On August 2, 2012, Trailblazer Pipeline Company LLC (Trailblazer) filed revised tariff records and supporting workpapers to establish an Interruptible Transportation Service (ITS-X).  As discussed below, the Commission rejects the proposed tariff records.   
I.
Description of Trailblazer’s Filing  
2. Trailblazer states that Rate Schedule ITS-X will be for interruptible service on its 2002 Expansion Capacity.  Trailblazer states that its system consists of a total capacity of 846,263 dekatherms per day (Dth/day).  Trailblazer explains that of this total capacity, 324,000 Dth/day is Expansion 2002 capacity.  Trailblazer states that the remaining 522,263 Dth/day is Existing System Capacity.

3. Trailblazer explains that existing Rate Schedule ITS is currently the only rate schedule under which shippers may nominate interruptible volumes.  Trailblazer states that the new Rate Schedule ITS-X will be a separate and distinct service from the existing Rate Schedule ITS.  Trailblazer states that the proposal will recognize two distinct “lanes” of capacity on its system.  Trailblazer states that Rate Schedule ITS-X will be for capacity made available only by running the Expansion 2002 compression facilities  while Rate Schedule ITS capacity will only be for the facilities associated with Trailblazer’s Existing System.  Trailblazer proposes for Rate Schedule ITS-X an initial Expansion Fuel Adjustment Percentage (EFAP) of 4.78 percent rate, the same as Rate Schedule FTS (Expansion 2002) shippers.  Currently, Trailblazer’s EFAP only applies to volumes transported under Rate Schedule FTS subject to the Expansion 2002 Recourse Rates. 
4. Trailblazer states that Rate Schedule ITS-X is necessary to prevent Trailblazer’s under-recovery of fuel costs associated with the compressors needed for Expansion 2002 capacity.  Trailblazer states that from its construction in 2002, the entire Expansion 2002 system was fully subscribed with long-term firm contracts.  However, Trailblazer states that after these contracts expired on May 6, 2012,
 Trailblazer experienced a surge in nominations for Rate Schedule ITS, overrun, and out-of-path secondary firm services.  Trailblazer states that it has continued to serve these nominations with the operation of the Expansion 2002 compressor facilities.  However, Trailblazer states that it is not collecting fuel costs from Rate Schedule ITS, overrun, and out-of-path secondary service fuel costs associated with the Expansion 2002 compressor facilities.  
5. Trailblazer asserts that its current rates and the allocation of costs between Existing System capacity and the Expansion 2002 capacity are contained within the 2010 Settlement in Docket No. RP10-492-000.  Trailblazer states that the 2010 Settlement Rates applicable to Existing System firm shippers include $1,646,698 in costs associated with fuel reimbursement.  Trailblazer contends that these costs correspond to the anticipated level of fuel costs for the single electric compressor unit added to Trailblazer’s system in 1997.  Trailblazer states that Expansion 2002 system fuel reimbursement costs for firm transportation are recovered through a Periodic Rate Adjustment (“PRA”), set forth in Section 41 of the GT&C in Trailblazer’s Tariff (“Section 41”).  Trailblazer contends that there currently is no mechanism to charge Expansion 2002 system fuel reimbursement costs to interruptible shippers utilizing interruptible service created solely as a result of running the Expansion 2002 Capacity.    
6. As a result, Trailblazer asserts that shippers utilizing Rate Schedule ITS are exploiting a gap in Trailblazer’s tariff to benefit from a fuel-free service.  Trailblazer states that fuel costs incorporated into the Rate Schedule ITS rates are limited to a portion of the $1,646,698 fuel costs allocated to the Existing System compressor.  Trailblazer asserts that the ITS 2010 Settlement rates do not include any amount related to the Expansion 2002 compression.  
7. Trailblazer states that it did not anticipate the changes to market conditions that prompted shippers to favor interruptible over firm transportation, thereby leaving Trailblazer with no mechanism to recover its Expansion 2002 fuel costs.  Because Trailblazer must utilize the Expansion 2002 system facilities to meet these Rate Schedule ITS nominations, Trailblazer continues to incur fuel charges under its existing tariff.  Trailblazer states that it has been building up a deferred account under-collection of approximately $2.2 million for the period May 7, 2012 through July 31, 2012.  Trailblazer states that this proposed under-collection will continue to increase rapidly.  Trailblazer states that the proposed Rate Schedule ITS-X will provide a mechanism for Trailblazer to recover its fuel costs on a going-forward basis without modifying the Existing System base rate or the ITS derived rate, avoiding any potential for double recovery of the allocated fuel.  
8.   Trailblazer acknowledges that the Commission previously rejected a filing by Trailblazer to recover fuel costs from its Rate Schedule ITS shippers.
  Trailblazer states that the instant proposal avoids modifying the Rate Schedule ITS rate and the related issues raised by the Commission in the August 2011 Order.
9. Trailblazer acknowledges that Commission policy generally does not favor interruptible transportation rates derived from a 100 percent load factor of an integrated expansion project’s incremental firm rate.  However, Trailblazer asserts that its proposal meets exceptions to this policy explained by the Commission in Kern River Transmission Company.
  Trailblazer states that the instant proposal provides allocative efficiency, distinguishes the service among shippers, accounts for it accordingly, and is consistent with cost causation principles.
10. Trailblazer states that shippers may elect to nominate under both services and in any combination to serve their markets.  Trailblazer explains that shippers who do so will have the ability to utilize all available Existing System capacity under Rate Schedule ITS prior to utilizing available Expansion 2002 capacity under Rate Schedule ITS-X by nominating both services and indicating the ranking of their nominations.  Trailblazer states that if the Existing System capacity is insufficient to meet the interruptible shipper’s full nominated quantities, only the volumes scheduled and confirmed within the Expansion 2002 system will be assessed the ITS-X commodity and fuel rates.
II.
Notice, Interventions, Protests and Answers 
11. Public notice of the filing was issued on August 3, 2012.  Interventions and protests were due as provided in section 154.210 of the Commission’s regulations        (18 C.F.R. § 154.210 (2012)).  Pursuant to Rule 214 (18 C.F.R. § 385.214 (2012)), all timely filed motions to intervene and any unopposed 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.  Indicated Shippers,
 Tenaska Marketing Ventures (Tenaska), East Cheyenne Gas Storage, LLC (East Cheyenne) and Mieco, Inc (Mieco). filed timely protests and comments.  Colorado Interstate Gas Company, L.L.C. filed a timely intervention. 
12. On August 21, 2012, Trailblazer filed an answer.  Rule 213(a)(2) of the Commission's Rules of Practice and Procedure, 18 C.F.R. § 385.213(a)(2) (2012), prohibits an answer to a protest unless otherwise ordered by the decisional authority.  We are not persuaded to accept Trailblazer's answer and will, therefore, reject it.
III. Discussion 

a. Proposed Rate Schedule ITS-X and the Fuel Mechanism.
i. Protests and Comments

13. The Indicated Shippers, Tenaska, East Cheyenne, and Meico, Inc. all contend that Trailblazer’s proposal to establish a new Rate Schedule ITS-X and begin charging certain interruptible shippers for the fuel related to the expansion facilities and a new separate rate for Trailblazer’s interruptible service is barred by the 2010 Settlement.
  The protestors also state that Trailblazer has violated the Commission’s order in Docket     No. RP11-2295-000
 where the Commission rejected Trailblazer’s proposal to modify the EFAP to apply the EFAP to interruptible service, firm overrun service, and reverse firm backhaul transportation.

14. Indicated Shippers argue that Trailblazer’s proposal also violates the 2010 Settlement and Commission precedent because it seeks to allocate fuel costs to the interruptible shippers in excess of the specific and agreed upon fuel costs in the 2010 settlement.  Indicated Shippers emphasizes that the Commission found in its 2011 August Order that interruptible shippers pay specific and agreed-upon fuel costs through their settlement rates and Trailblazer is prohibited from changing that fuel cost responsibility before the filing of its 2014 NGA section 4 rate case.        

15. Indicated Shippers states that article 2.1 of the 2010 Settlement provides that Trailblazer’s rates for transportation services for both the pre-expansion system and the expansion facilities are the rates established under the provisions of the settlement for Rate Schedule ITS.
  Indicated Shippers argues that Trailblazer’s proposal also violates the 2010 Settlement because it seeks to change the rates charged to certain interruptible shippers before Trailblazer submits its 2014 general rate case.                                                                                                                                                                                                                                                                                                

16. Indicated Shippers emphasize that it is immaterial that Trailblazer avers that it will be forced to run compressors related to the Expansion 2002 compression, but has no adequate mechanism to recover the compression fuel costs in rates.  Indicated Shippers states that Trailblazer made the same under-recovery argument in its previous attempt to impose the fuel costs on its interruptible shippers and the Commission rejected it in the August 2011 Order.

17. Indicated Shippers claim that it is not clear whether Trailblazer proposes to recover the approximately $2.2 million Fuel Tracker Deferred Account Balance from interruptible shippers.  Indicated Shippers asserts that to the extent Trailblazer would recover these prior-period under-recoveries from ITS-X shippers, this would violate the rule against retroactive ratemaking and should be prohibited by the Commission.

18. East Cheyenne claims that Trailblazer’s Filing is contrary to Commission policy and the 2010 Settlement.  East Cheyenne asserts that the new ITS-X service Trailblazer proposes cannot be implemented outside the context of a general section 4 rate case, and if it could the 2010 settlement prohibits a change to the fuel cost allocation methodology on the Trailblazer system.
  

19. Tenaska questions whether secondary rights on its firm backhaul contract will be impacted.  Tenaska is concerned that Trailblazer’s attempt to define and segregate significant amounts of system capacity for use solely by ITS-X shippers will materially degrade Tenaska’s firm backhaul contract by increasing the risk that its firm nominations will not be scheduled.

20. Tenaska also objects to Trailblazer’s effort to support its proposal by alleging that it did not anticipate the changes to market conditions that incentivize interruptible over firm transportation calling it speculative and of no consequence.  Tenaska states that Trailblazer negotiated the terms of its 2002 Expansion firm contracts and was fully aware of the fact that they would expire prior to the expiration of the rate case moratorium in 2014, and the possibility that they might not be renewed.
  Tenaska states that the assertions are “academic” because the 2010 Settlement prohibits Trailblazer from extending its EFAP to these additional shippers.
ii. Commission Decision
21. The Commission rejects Trailblazer’s proposed tariff records.  First, Rate Schedule ITS-X is contrary to the 2010 Settlement.  Second, Trailblazer’s proposal is also inconsistent with the Commission policy against incremental interruptible transmission rates.  
22. The 2010 Settlement established a rate for Rate Schedule ITS on Trailblazer’s system.
  The 2010 Settlement did not restrict shipments pursuant to Rate Schedule ITS from using Expansion 2002 capacity and there was no indication that Rate Schedule ITS only applied to the pre-expansion portion of Trailblazer’s system.  The 2010 Settlement specified a rate for interruptible service that applied to the entirety of Trailblazer’s system, including both its Existing capacity and its Expansion 2002 capacity.  The Commission has previously determined that the 2010 Settlement prohibits Trailblazer from charging Rate Schedule ITS Shippers, which include interruptible shippers on both its 2002 Expansion and Existing capacity, the EFAP fuel rate.
  Nonetheless, Trailblazer now seeks to circumvent the terms of the 2010 Settlement and, via the new Rate Schedule ITS-X, change the rate for interruptible service that uses the Expansion 2002 capacity.  Under Article 7 of the 2010 Settlement, Trailblazer is prohibited from changing the settlement rates or the settlement’s fuel allocation methodology.  Trailblazer’s proposed Rate Schedule ITS-X is contrary to the terms of the 2010 Settlement.  

23. Trailblazer’s proposed Rate Schedule ITS-X is also contrary to Commission policy.  Commission policy generally does not allow a separate IT rate for additional capacity related to new compression projects on an integrated system.  The various considerations supporting the use of incremental rates all relate to firm service, not interruptible service.
  Pipelines build expansions to provide sufficient capacity to provide guaranteed firm service to those shippers who desire it.  Thus, the investment and contracting decisions the Commission seeks to affect through its policy preference for incremental rates as opposed to rolled-in rates are made by pipelines and their firm shippers, not interruptible shippers.  Since interruptible shippers do not contract with the pipeline to obtain any guaranteed entitlement to service on any part of the pipeline's system, the Commission's policy preference for incremental rates does not apply to those shippers. 

24. Furthermore, for expansions involving mainline compression, as exists here, it is not possible to determine if interruptible customers are using the incremental facilities or the existing facilities.
  Trailblazer states that Rate Schedule ITS-X shipments would be separately identified and scheduled from Rate Schedule ITS shipments; however, all interruptible shippers will be moving their gas through the same facilities as other interruptible shippers.  In these circumstances, one interruptible shipment cannot be distinguished from another.                          
25. Trailblazer’s Rate Schedule ITS-X proposal is also unclear as to the fuel costs it proposes to recover.  Trailblazer proposes the same EFAP retention rate as assessed Rate Schedule FTS (Expansion 2002) customers.  Contrary to Commission policy, Trailblazer provided no workpapers supporting the application of this rate to Rate Schedule ITS-X customers.
  Trailblazer made no attempt to show actual or estimated fuel, lost and unaccounted for costs for Rate Schedule ITS-X.       
The Commission orders:

The tariff records as listed in the Appendix of this order are rejected.
By the Commission.
Nathaniel J. Davis, Sr.,

Deputy Secretary.

� Trailblazer states that the Expansion 2002 Capacity resulted from an expansion authorized by the Commission in Docket No. CP01-64.  Trailblazer Pipeline Company, 95 FERC ¶ 61,258 (2001).  Trailblazer states that the Expansion 2002 capacity is supported by an upgrade to the single compressor unit used by Existing Capacity and five additional compression units used for expansion capacity.  


� Trailblazer explains that on May 6, 2012, the firm transportation contracts accounting for 289,000 Dth/day or approximately 90 percent of contracted Expansion 2002 capacity expired.  


� Trailblazer Pipeline Co. LLC, 136 FERC ¶ 61,146 (2011) (August 2011 Order), rehearing pending.  


� Trailblazer Transmittal Letter at 7 (citing Kern River Gas Transmission Co., Opinion No. 486, 117 FERC ¶ 61,077, at P 336 (2006)).


� Indicated Shippers consist of: Anadarko Energy Services Company, Marathon Oil Company, Shell Energy North America (US), L.P., and WPX Energy Marketing, LLC.


� Trailblazer Pipeline Company Offer of Settlement and Stipulation and Agreement, Docket No. RP10-492-000, approved at 131 FERC ¶ 61,096 (2010) (2010 Settlement).


� August 2011 Order, 136 FERC ¶ 61,146.


� Indicated Shippers Protest at 5.


� Id. at 8.


� Id.


� East Cheyenne at 3 (citing 2010 Settlement, Article IV and VII).


� Tenaska Protest at 4.


� 2010 Settlement, Appendix A. 


� August 2011 Order, 136 FERC ¶ 61,146.  


� Opinion No. 486, 117 FERC ¶ 61,077 at PP 333-334. 
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� 18 CFR § 154.202 (2012).





