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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.

Trunkline Gas Company, LLC Docket No. CP12-5-000
Sea Robin Pipeline Company, LLC

ORDER GRANTING ABANDONMENT, DETERMINING JURISDICTIONAL
STATUS OF FACILITIES, AND ISSUING CERTIFICATES

(Issued June 21, 2012)

1. On October 7, 2011, Trunkline Gas Company, LLC (Trunkline) and Sea Robin
Pipeline Company, LLC (Sea Robin) filed a joint application pursuant to sections 7(b)
and 7(c) of the Natural Gas Act (NGA),* requesting authorization for: (1) Trunklineto
abandon by sale to Sea Robin virtually all of Trunkline's offshore pipeline facilitiesin the
Gulf of Mexico, offshore Louisiana and Texas, as well as certain onshore pipeline
facilitiesin Louisiana; and (2) Sea Robin to acquire and operate the facilities Trunkline
proposes to abandon.

2. Trunkline currently operates all the facilitiesit is seeking to abandon as
jurisdictional transmission facilities, and Sea Robin is seeking certification under

section 7(c) of the NGA for all of the facilitiesit will acquire. In considering Sea Robin’s
request for a certificate the Commission has applied its primary function test to the
subject facilities and has determined that some of the facilities actually perform a
gathering function. As described and conditioned in this order, the Commission approves
Trunkline's request to abandon by sale to Sea Robin its offshore facilities and will issue
Sea Robin a certificate of public convenience and necessity to acquire and operate those
components of the offshore facilities that perform ajurisdictional transportation function.

115 USC § 717f(b) and (c) (2006).
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l. Background

3. Trunkline and Sea Robin are affiliates. Trunklineisawholly owned subsidiary of
Panhandle Eastern Pipe Line Company, LP (Panhandle), and Sea Robin is owned

50 percent each by Trunkline Deepwater Pipeline, LLC and Trunkline Offshore Pipeline,
LLC, which are both indirect wholly owned subsidiaries of Panhandle. Both Trunkline
and Sea Robin are natural gas companies as defined by NGA section 2(6).

4, Trunkline owns and operates, or has partial ownership interest in, approximately
533 miles of pipeline and related facilities in the Gulf of Mexico, offshore Louisiana and
Texas, which make up three discrete systems. (1) the Vermilion System; (2) the
Terrebonne System; and (3) the Brazos Area Block A-47 System. The Vermilion and
Terrebonne Systems extend onshore into Louisiana. There are no direct interconnections
among the Vermilion, Terrebonne, and Brazos Area Block A-47 Systems.

5. Sea Robin’ s pipeline system, which is mostly located in the Gulf of Mexico, is
configured as an inverted “Y” with awest leg extending approximately 100 miles from
East Cameron Block 335 to Vermilion Block 149, offshore Louisiana, and an east leg
extending over 100 miles from Ship Shoal Block 222 and South Marsh Island Block 128,
offshore Louisiana. Thelegs convergein Vermilion Block 149. From Vermilion Block
149, Sea Robin’ s system extends approximately 60 miles to its onshore terminus at the
Erath Compressor Station in Vermilion Parish, Louisiana and its onshore interconnection
with Trunkline.?

6. Sea Robin’ s onshore interconnection with Trunkline is located approximately
15 miles east of the Vermilion System’s terminus at Trunkline’'s Kaplan Compressor
Station and approximately 50 miles west of the Terrebonne System’ s terminus at
Trunkline's Patterson Compressor Station. There are no offshore interconnections
between Sea Robin and Trunkline.

2 In Sea Robin Pipeline Co., 87 FERC {61,384 (1999), reh’ g denied, 92 FERC
161,072 (2000) (Sea Robin), the Commission found that all of Sea Robin’sfacilities
upstream of the Vermilion Block 149 platform, which houses 24,700 horsepower of
compression, are gathering facilities.
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[l. Proposal
A. Facilities

7. Trunkline proposes to abandon by sale to Sea Robin its Vermilion, Terrebonne,
and Brazos Area Block A-47 Systems, as described below.® These systems consist of
approximately 533 miles of pipeline, eight platforms (seven offshore piping platforms
and one platform with 28,950 horsepower of compression), and appurtenant facilities.
This sale represents virtually all of Trunkline's offshore facilities, including facilitiesin
which it holds a partial interest.* For current Trunkline long-haul shippers that have
primary firm receipt points on the facilities, Trunkline states that it will amend their
service agreements to re-designate their receipt points to one or more of Trunkline's
onshore custody transfer points. Trunkline states that there are no short-haul firm
customers on the facilities to be abandoned.

8. Sea Robin proposes to acquire and operate the facilities that Trunkline proposes to
abandon. Sea Robin states that it will provide open-access transportation service on the
facilities to be abandoned pursuant to its existing Rate Schedules FTS and FTS-2 (Firm
Transportation Service), I TS (Interruptible Transportation Service) and GPS (Gas
Parking Service). In addition, Sea Robin proposes a pooling service for those entering
into a pooling service agreement.

9. Trunkline and Sea Robin do not propose to construct or remove any facilities to
effectuate the proposed abandonment.

1. Vermilion System

10. TheVermilion System, with facilities dating to 1959, extends from Vermilion
Block 23, offshore Louisianato the suction side of Trunkline's onshore Kaplan
Compressor Station in Vermilion Parish, Louisiana. The system consists of

*While all of Trunkline's offshore facilities are currently covered by certificates
of public convenience and necessity, certain of the facilities are nevertheless
functionalized for rate purposes as gathering, and Trunkline provides service using those
facilities pursuant to a separately-stated gathering rate in its tariff.

* The applicants state that Trunkline has certain facilities that are physically
located onshore in Louisiana but are classified as offshore on Trunkline srecords. The
applicants further state that these facilities will remain under Trunkline's ownership and,
consistent with the proposed transfer, Trunkline will reclassify these facilities from
“offshore” to “onshore.”
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approximately 86.5 miles of various-sized pipe up to 18 inches in diameter.” The system
also includes two piping platforms and appurtenant facilities. There is no compression on
the Vermilion System. Asfunctionalized by Trunkline, the system includes both
transmission and gathering facilities.

11.  TheVermilion System transported approximately 11,000 Mcf of gas per day in
2009 and 2010, and approximately 5,800 Mcf per day during the first seven months of
2011. Trunkline indicates that the maximum capacity of the system is approximately
292,000 Mcf per day. Following the transfer, Sea Robin proposes to deliver immediately
downstream into Trunkline's system on the suction side of Trunkline's Kaplan
Compressor Station.

2. Terrebonne System

12.  The Terrebonne System, with initial construction dating to 1968, extends from
South Marsh Island Block 268, Ship Shoal Block 274, Ewing Bank Block 826, and
Grand Isle Block 82, offshore Louisiana, to the suction side of Trunkline’'s onshore
Patterson Compressor Station in St. Mary Parish, Louisiana. The system consists of
approximately 446.4 miles of various-sized pipe up to 30 inchesin diameter. The system
aso includes five piping platforms, one platform supporting compression facilities
totaling 28,950 horsepower, and appurtenant facilities. The applicants state that the
compression facilities were constructed in 1997 in Ship Shoal Block 139 to expand the
capacity of the system to transport newly developed supplies. Asfunctionalized by
Trunkline, the system includes both transmission and gathering facilities.

13.  Trunkline indicates that the Terrebonne System transported on average
approximately 298,000 Mcf per day in 2010 and 261,000 Mcf per day during the first
seven months of 2011. Trunkline states that the maximum capacity of the system s
approximately 1,455,000 Mcf per day. Following the transfer, Sea Robin will deliver
residue gas volumes into Trunkline' s system on the suction side of Trunkline’s Patterson
Compressor Station.

> According to applicants’ February 21, 2012 Data Response 7, Trunkline intends
to separately abandon in place under separate application two of the lines on the
Vermilion System, totaling 22.6 milesin length. Thus, applicants state, Lines 210A-2300
and 210A-2400 are removed from the set of facilities to be transferred to Sea Robin.
Following the abandonment of the facilities addressed herein, in addition to the
abandonment of the facilities referenced in the February 21, 2012 Data Response,
Trunkline will no longer own any offshore facilities.
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3. Brazos Area Block A-47 System

14. The Brazos Area Block A-47 System, constructed in 1983, islocated in the Brazos
AreaBlock A-47, offshore Texas. Trunkline has a 33.33 percent ownership interest in
the facility, which it jointly owns with Northern Natural Gas Company and Southern
Natural Gas Company. Trunklineisonly abandoning by sale its 33.33 percent ownership
in the facilities. The other owners are not proposing to change their use or ownership of
these facilitiesin this proceeding. The system consists of 4,607 feet of 8-inch diameter
pipeline connecting a producer platform to Transcontinental Gas Pipe Line Company,
LLC ssystem. Trunkline states that the system is functionalized as transmission;
however, the Commission previously determined that the Brazos A-47 System provides
primarily a gathering function.® Trunkline has not used its capacity on this lateral since
at least 1993, although gas continues to flow under the other owners' rights.

B. Trunklin€' s Explanation of 1ts Abandonment Request

15.  Trunkline contends that its proposal to abandon facilities by sale to SeaRobin is
driven by the market shift from traditional offshore Gulf of Mexico supply sourcesto
new onshore gas production areas. Since 2008, Trunkline states that it has added four
pipeline interconnections and upgraded two existing interconnections related to the
transportation of new onshore supply sources. Those interconnections (in Trunkline's
Zone 1A), located onshore between Longville, Louisiana and Dyersburg, Tennessee,
have a combined capacity of 3.8 Bcf per day, increasing Zone 1A’s current receipt
capacity to 5.6 Bcf per day. The applicants state that, over the same time period, average
daily volumes received in Zone 1A have increased from 250,000 Mcf per day to nearly
1.1 Bcf per day. In comparison, volumes received into Trunkline' s offshore facilities
proposed for abandonment (in Trunkline' s Field Zone) currently total approximately
250,000 Mcf per day.’

16.  According to the applicants, the proposals herein are designed to unbundle
Trunkline's offshore business operations from its onshore operations and to benefit both
Trunkline's and Sea Robin’s customers. Specifically, the applicants believe that the
proposals will enable Trunkline to more efficiently direct its resources to the operation of
Its onshore facilities, on which its customers increasingly rely. Inaddition, Trunkline
states that its proposals will reduce future capital repair, operations and maintenance

® Trunkline Gas Co., 113 FERC 162,136 (2005) (Trunkline Gas).

"Trunkline' s Field Zone, located to the south of Zone 1A, includes onshore
facilitiesin Texas and Louisiana as well as the offshore facilities proposed for
abandonment.
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(0& M) expense,® and abandonment costs. Sea Robin, which primarily only has offshore
facilities, will be able to use the transferred facilities to meet the needs of offshore
shippers and producers.

17.  The applicants state that the proposals will merely transfer facilities to Sea Robin,
where the facilities will continue to provide service at the same level and quality without
interruption. The applicants aver that the proposed transfer will not diminish the supply
options on Trunkline or Sea Robin, because offshore supplies collected on the facilities
proposed to be abandoned will continue to be available to Trunkline' s shippers at the
designated, post-transfer interconnections serving as the new demarcation points between
Sea Robin and Trunkline. The applicants further state that continuity and stability of
service are assured, as any prospective shipper or producer may negotiate with Sea Robin
for transportation service on the transferred offshore facilities, and Trunkline' s existing
shippers with receipt points on the offshore facilities will have their receipt points re-
designated to downstream, onshore points.®

18.  The applicants acknowledge that shippers using the transferred offshore facilities
will haveto pay Sea Robin’s rates to transport their gas to an interconnection with
Trunkline, from which further transportation would be subject to Trunkline’s rates.
Under Trunklin€' s current rate structure, shippers with receipt points on the offshore
facilities pay a single transportation rate that includes transportation through the whole
Field Zone, including transportation to and through a pool. The applicants contend that
this result should not be considered rate stacking because Sea Robin and Trunkline will
charge separate, Commission-approved rates for separate services.

19.  Trunkline states that the vast majority of service on the offshore facilitiesis
interruptible service, that the mgjority of its firm customers have already agreed to
transfer their receipt points to the new interconnection points with Sea Robin, and that no
firm customer has protested the proposed abandonment of the facilities and the impact it
may have on their firm services.

® The applicants indicate that Trunkline’'s annual O& M expenses for the offshore
facilities total $7,132,482.

® The applicants state that numerous firm shippers have receipt points on the
Terrebonne System, but no firm shippers have Vermilion System receipt points. The
Brazos Area Block A-47 System capacity has not been used since at |east 1993.
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[11. Notice and Interventions

20.  Notice of Trunkline and Sea Robin’s application was published in the Federal
Register on October 27, 2011.%° The 16 parties that filed timely, unopposed motions to
intervene are identified in the Appendix to this order.™

21.  Consumers Energy Company (Consumers Energy) filed a motion to intervene out-
of-time. Consumers Energy has demonstrated an interest in this proceeding. Consumers
Energy’ s motion to intervene will not delay, disrupt, or unfairly prejudice any partiesto
the proceeding. Thus, the Commission will grant Consumers Energy’ s untimely motion
to intervene under Rule 214(d) of the Commission’s regulations.

22.  Energy Resource Technology GOM, Inc. (ERT), the Producer Coalition,** LLOG
Exploration Company, L.L.C. (LLOG), Apache Corporation (Apache), ExxonMobil Gas
& Power Marketing Company (ExxonMobil) and Hess Corporation (Hess), and Arena
Energy, LP (Arena) protested the application, and Chevron U.S.A. Inc. (Chevron) filed
comments. Trunkline and Sea Robin filed two answers to the protests. The Producer
Coadlition filed areply to Trunkline' s and Sea Robin’s answer.

23.  Rule213(a)(2) of the Commission’s regulations prohibits answers to protests and
answers to answers unless otherwise ordered by the decisional authority.** The
Commission will allow the filings because doing so will not cause undue delay and they
will assist usin the decision-making process. The protests and responses are addressed
below.

1976 Fed. Reg. 66,709 (2011).

! Timely, unopposed motions to intervene are granted by operation of Rule 214 of
the Commission’s Rules of Practice and Procedure. See 18 C.F.R. § 385.214 (2011).

12 Producer Coalition includes: Century Exploration New Orleans, LLC, Dynamic
Offshore Resources, LLC, Energy XXI (Bermuda) Ltd., Hilcorp Energy Company, Inc,
McMoRan Oil & GasLLC, Pisces Energy LLC, and W&T Offshore, Inc.

318 C.F.R. § 385.213(a)(2) (2011).
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V. Discussion

A. Trunkline s Request for Abandonment Authority

24.  Because Trunkline seeks authority to abandon facilities used for the transportation
of natural gasin interstate commerce subject to the jurisdiction of the Commission, the
proposal is subject to the requirements of section 7(b) of the NGA.*

25.  Section 7(b) allows an interstate pipeline company to abandon jurisdictional
facilities or services only if the abandonment is permitted by the “present or future public
convenience or necessity.” The courts have explained that, in considering the criteriafor
abandonment under section 7(b), two important principles apply: (1) apipeline which
has obtained a certificate of public convenience and necessity to serve a particular market
has an obligation, deeply embedded in the law, to continue to serve; and (2) the burden of
proof is on the applicant to show that the public convenience or necessity permits
abandonment, that is, that the public interest will in no way be disserved by
abandonment.™ This does not mean, however, that abandonment is not permitted if there
Isany harm to any narrow interest. Rather, the Commission takes a broad view in
abandonment proceedings and eval uates proposed abandonment proposal's against the
benefits to the market as awhole.™

26.  The Commission examines abandonment applications on a case-by-case basis. In
deciding whether a proposed abandonment is warranted, the Commission considers all
relevant factors, but the criteria vary as the circumstances of the abandonment proposal
vary. Historically, in reviewing arequest for abandonment by sale, the Commission
considers. (1) the needs of the two natural gas systems and the public markets they serve,
(2) the environmental effects of its decision, (3) the economic effect on the pipelines and
their customers, (4) the presumption in favor of continued service, and (5) therelative

415 U.S.C. § 717f(b) (2006).

1> See Michigan Consolidated Gas Co. v. F.P.C., 283 F.2d 204, 214 (D.C. Cir.
1960) (Michigan Consolidated); Transcontinental Gas Pipe Line Corp. v. F.P.C., 488
F.2d 1325, 1328 (D.C. Cir. 1973) (Transco Gas).

16 5ee Southern Natural Gas Co., 50 FERC 161,081, at 61,222 (1990). Seealso
Consolidated Edison Co. v. FERC, 823 F.2d 630, 643-644 (D.C. Cir. 1987) (“We agree
with FERC that the ‘ public convenience or necessity’ language of the NGA’s
abandonment provision [cite omitted] envisions agency policy-making to fit the
regulatory climate.”).



Docket No. CP12-5-000 -9-

diligence of the respective pipelinesin providing for adequate natural gas supplies.” The
Commission also weighs the claimed benefits of the abandonment against any detriments.

1. I mpactsto Trunkline s Shippers

a. Protests

27.  Arena, LLOG, the Producer Coalition, Apache, ERT, ExxonMobil and Hess, and
Chevron question the applicants' claim that the proposals will benefit shippers on the
Trunkline and Sea Robin pipeline systems.™ Specifically, ExxonMobil and Hess request
that the applicants explain how the transfers of the unused Brazos A-47 System and the
underused Vermilion System will permit them to be used in away that enhances Sea
Robin’s operational efficiencies. ExxonMobil and Hess, and A pache state that any rate
reduction benefits will not accrue until the applicants file rate cases.™

28. ExxonMobil and Hess contend that it does not appear that transfer of the facilities
will better position the applicants to provide open-access transportation service, since as
an affiliate of Trunkline, Sea Robin would have no incentive to connect the transferred
facilitiesto any other systemsthat could deprive Trunkline and its shippers of otherwise
captive supply. Arena, LLOG, and the Producer Coalition also point out that Trunkline
and Sea Robin are affiliates and appear to benefit from synergies such as the sharing of
senior management, field personnel, and computer systems. In the event the proposals
are authorized, Chevron contends that Sea Robin should consider physically

17 southern Natural Gas Co., 126 FERC ] 61,246, at P 27 (2009) (Southern). See
also Cimarron River Pipeline, LLC, 124 FERC ¥ 61,069, at P 33 (2008) (where the
proposed abandonment involves the transfer of certificated facilities to another
jurisdictional company that would operate the facilities under an NGA certificate, a
relevant factor is the economic impact on existing customers).

18 Arena, LLOG, the members of the Producer Coalition, and ERT are producers
and do not themselves contract for transportation service on the facilities to be
transferred. Apacheisaproducer and shipper on Trunkline' s facilities to be acquired by
Sea Robin. ExxonMobil and Hess are both producers and are shippers on Sea Robin’s
system. Chevron isaproducer and shipper on Trunkline' s and Sea Robin’s pipeline
facilities.

19 ExxonMobil and Hess note that Trunkline's rates were established more than a
decade ago and that Trunkline is under no obligation to file arate case. They note,
however, that Sea Robin has an obligation to file an NGA section 4 general rate case by
January 1, 2014.
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Interconnecting its system with Trunkline' s offshore facilities to provide greater flow
certainty and reliability.

29. Arena LLOG, and the Producer Coalition stress that the facilities to be abandoned
are acrucial means of adding new supplies to Trunkline' s interstate pipeline system, and
contend that the applicants do not assert that Trunkline’s offshore facilities are
underutilized assets.

b. Applicants Response

30. The applicants state that the proposals further the evolving needs of Trunkline and
Sea Robin, allowing Sea Robin to optimize its offshore assets to meet the challenges
presented by the offshore areas while enabling Trunkline to better position itself to serve
the growing onshore need for transportation related to the development of new onshore
supply sources. The applicants state that no protests were filed by long-haul or firm
Trunkline shippers,? or any shipper in its capacity as a shipper on Sea Robin’s system,
and that the lack of protests by Trunkline' s shippersis evidence that Trunkline s offshore
facilities are no longer a necessary part of its system. The applicants contend that the
proposal is consistent with the Commission’s mandate to protect firm shippers, noting
that long-haul shippers holding approximately 70 percent of firm transportation capacity
with offshore receipt points have agreed to move their receipt points downstream of the
offshore facilities.”

31. Regarding the Producer Coalition’s implication that its members are “ shippers that
have historically relied on Trunkline's certificated services on these facilities,” the
applicants again emphasize that none of the parties comprising the Producer Coalitionis
currently afirm shipper on the offshore facilities. Citing Order No. 712,% the applicants

2 The gpplicants state that the sole exception was Hess, who, when it filed its
protest, held firm capacity with receipt points on Trunkline's offshore facilities under a
temporary capacity release. The temporary capacity release expired in March 2012. East
Ohio Gas Company, who released its capacity to Hess, has agreed to move its receipt
point to an onshore receipt point downstream of the proposed new onshore demarcation
points and filed no protest or adverse comments.

2! In support, applicants cite Trunkline Gas Co., 94 FERC 1 61,381, at 62,421
(2001) (observing that investors “do not construct an interstate pipeline or continue it in
operation to serve only interruptible customers at discounted rates’).

%2 Promotion of a More Efficient Capacity Release Market, 123 FERC 1 61,286, at
P 50 (2008) (“ Short-term customers, those using interruptible or short-term firm pipeline
service or relying on capacity release transactions, are by the very nature of the service

(continued...)
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maintain that the Commission does not consider short-term, interruptible shippers, such
as the Producer Coalition, to be captive customers even if they are only connected to
one pipeline. The applicants further claim that Tennessee Gas Pipeline Co.?* squarely
contradicts the Producer Coalition’s contention that it isirrelevant under NGA section
7(b) how Sea Robin will operate the facilities. Regarding the Producer Coalition’s claim
of economic harm, the applicants believe that such a claim is overblown, as service will
be subject to Sea Robin’s Commission-approved rates.

C. Commission Deter mination

32.  The Commission is not persuaded by the protestors arguments that the public
interest will be disserved by the proposals for Trunkline' s abandonment and Sea Robin’s
acquisition of the offshore facilities. The Commission’s consideration of the public
interest under section 7(b) focuses on the interests of the market as a whole and how the
public’s needs are best served, rather than a narrow focus on a particular group.?
Despite protestors' characterization to the contrary, Trunkline need only show that the
public service would not be disserved by the proposed abandonment, not that the
abandonment will have affirmative benefits.>

33. The Commission findsit significant that no protests or objections were filed by
long-haul or firm Trunkline shippers, or any shipper in its capacity as a shipper on Sea
Robin’s system, taking this lack of protest as an indication that such shippers believe that
they would be unharmed by the proposed abandonment and that there is at least a
potential that they will benefit from the proposals. Long-haul shippers holding
approximately 70 percent of firm transportation with offshore receipt points have agreed
to move their receipt points downstream of the offshore facilities. No customer has
objected to Trunkline' s statements that its proposed abandonment will not adversely
affect its ability to meet its remaining firm contractual obligations.

for which they are contracting, expressly taking the risk that they may have to forgo the
use of gas entirely if short-term capacity istoo expensive, or not available, when they
need it.”).

23137 FERC 161,105, at P 28 (2011) (Tennessee).

24 Consolidated Edison Co. v. FERC, 823 F.2d 630, 635 (D.C. Cir. 1987)
(explaining the Commission’ s shift in identification of the public interest under
section 7(b) from the interest of only specific customers to the interests of the market
asawhole).

% See Michigan Consolidated, 283 F.2d at 214; Transco Gas, 488 F.2d at 1328.
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34.  While ExxonMobil contends that Sea Robin would have no incentive to connect
the facilities to be abandoned to any other systems, it provides no reason to believe that
Sea Robin would have a greater disincentive than Trunkline to construct additional
delivery points on the facilities to be abandoned. In regard to its assertion that Sea Robin
should consider physically interconnecting the facilities to be abandoned with Sea

Robin’ s existing offshore facilities, Chevron and other shippers may request Sea Robin to
establish additional points of interconnection.”

35. Theprotestors concerns regarding their perceived lack of benefits under the
proposed abandonment are understandably narrowly focused on their circumstances as
interruptible shippers and producers in the offshore environment, rather than on the
potential effects of the proposals on firm shippers of the pipelines or on the broader
market as awhole. However, the Commission emphasi zes that the interruptible users of
the abandoned facilities will not lose access to the facilities to be abandoned,;
transportation service over the facilities will still be available from Sea Robin. In
addition, the Commission finds the fact that Trunkline s firm shippers have not objected
strongly implies that those shippers do not believe they will be disserved by Trunkline's
abandonment by sale to Sea Robin of virtually all of its offshore facilities.

2. Economic Effect of Abandonment and Allegations of Rate
Stacking

a. Protests

36. Apache and ERT assert that after the proposed abandonment shippers will be
required to pay for transportation on Sea Robin in order to access Trunkline's pools, a
service for which they currently pay little or nothing.”” Apache and ERT assert that

% Sea Robin's currently effective tariff provides for construction of additional
receipt or delivery facilities upon shipper consent and reimbursement of any construction
costs. Sea Robin Pipeline Company, LLC, FERC NGA Gas Tariff, Third Revised
Volume No. 1, GT&C Section 19, Construction of New Receipt or Delivery Facilities,
0.0.0.

2" Trunkline has several poolsin the Field Zone. The two most affected by the
abandonment are the West Louisiana Service Area and the East L ouisiana Service Area.
The West Louisiana Service Areais composed of the receipt points on the Vermilion
System on the suction side of the Kaplan Compressor Station and the receipt points from
the discharge side of the Kaplan Compressor Station to the suction side of the
downstream Longville Compressor Station, excluding Holly Beach and Johnson's Bayou.
The East Louisiana Service Areais composed of the receipt points on the Terrebonne

(continued...)
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Trunkline’'s Rate Schedule TABS-1 peak rate for service from Trunkline's offshore
receipt pointsto Trunkline's onshore pooling is only $0.0107 per Dth if thereis gathering
involved in the transportation. Apache indicates that Trunkline's current Rate Schedule
IT Field Zone to Field Zone maximum transportation rate is $0.1240 per Dth. However,
the protestors complain that under the applicants’ proposal, shippers on the transferred
facilities would be subject to Sea Robin’s currently effective $0.2207 per Dth
transportation rate, a $0.0822 per Dth gathering rate, when applicable, and a currently
effective $0.1990 hurricane surcharge. ExxonMobil and Hess state that these increased
rates for offshore transportation will lower the net-back price at the well head,
accelerating the end of the economic life of current production. They also point out that
Trunkline's Field Zone rates were set over 10 years ago and that Trunkline is under no
obligation to file arate case; thus, existing Trunkline shippers will not benefit from the
abandoned facilities being removed from Trunkline' srate base. Apache assertsthat it
would face an increase of approximately $9 million annually in gathering and
transportation costs, resulting in the premature abandonment of production and adversely
affecting the economic evaluation of whether to drill and develop additional gas reserves
from nearby |leases.

37.  Many parties contend that the applicants proposals congtitute unwarranted rate
stacking because shippers will have to pay Sea Robin to transport gas to shore, and pay
Trunkline for further downstream transportation. These parties contend that the
transportation charges will lead to much higher, stacked rates for the same transportation
service they are currently receiving.

38.  TheProducer Coalition contends that its members have relied on Trunkline's
services and that the economic impact of the proposals herein on producers and
interruptible shippers are significant and cannot be ignored. The Producer Coalition
claims that in Tennessee, the Commission specifically focused on the economic impact of
Tennessee' s abandonment proposal  on interruptible shippers and contends that the

System and all receipt points on the suction side of the Kaplan Compressor Station,
including all plants and pipeline interconnects. Trunkline's Fourth Revised Volume
No. 1, Rate Schedule TABS-1, Transportation Aggregation Balancing Service, 0.0.0.

% Tennessee, 137 FERC 161,105 at P 27 (“ The Commission has stated that in
determining whether a pipeline's proposed abandonment of jurisdictional facilitiesisin
the public convenience or necessity it will consider the potential that shippers will be
charged higher rates for the same services they are currently receiving.”); id. at n.24
(“The issue before us here is the proposed abandonment of facilities that we find are
currently performing ajurisdictional transmission function. The protestors concerns with

(continued...)
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Commission must look to the impact of abandonment on both firm and interruptible
shippers when evaluating the abandonment proposal here. To support its position, the
Producer Coalition cites several cases that denied abandonment proposals and that stated
the Commission will consider the potential that shippers will be charged a higher rate for
the same service.” The Producer Coalition also asserts that it is irrelevant that Tennessee
involved atransfer from a jurisdictional to a nonjurisdictional entity because the criteria
that the Commission must evaluate under section 7(b) applies “regardless of to whom the
facilitieswill be conveyed or for what purposes such facilities will be utilized post-
abandonment.” *

b. Applicants Response

39.  The applicants contend that placing cost responsibility for use of the offshore
service with those producers and shippers that actually use the service is consistent with
basic cost causation principles and isin the best long-term interest of both systems. The
applicants also contend that Trunkline' s customers will benefit from the removal of the
facilities from rate base in its next rate case. The applicants assert that claims that the
proposal will result in shut-in production are speculative and wholly unsupported. Sea
Robin states that it has recently added throughput from four new connections on its
system and remains committed to maintaining and growing its business in the area and
providing a viable transportation option for gas and condensate production.

C. Commission Deter mination

40. Arena, LLOG, and the Producer Coalition contend that Sea Robin would be
collecting excess revenues under its proposal to charge Sea Robin’s existing rates for
service on the transferred facilities.® As discussed below, the Commission will require

respect to rate impacts which would result from such an abandonment are thus a
significant consideration in our decision-making process.”).

? Tennessee, 137 FERC 161,105 (2011); Transcontinental Gas Pipe Line Co.
LLC, 129 FERC 1 61,255 (2009) (Transco); and Southern, 126 FERC 1 61,246 (2009).

% producer Coalition December 28, 2011 Answer at 5 (emphasis omitted).

81 Apache, Arena, LLOG, and the Producer Coalition also couch their assertions
regarding increased rates as a continuity of service issue, stating that uninterrupted
service is meaninglessif there is an onerous increase in the cost of doing business. The
continuity of service concerns raised by the protestors are unfounded because increased
rates alone do not amount to a continuity of serviceissue. Here, Trunkline proposes to
abandon by saleitsfacilitiesto Sea Robin, ajurisdictional pipeline company. The

(continued...)
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Sea Robin to file anewly derived incremental initial rate for service on the acquired
facilities that includes only the costs of those facilities. The Commission concludes that
Sea Robin’s new incremental rate based on the cost of service for the Trunkline facilities
to be abandoned will be an appropriate incremental rate for service on the transferred
facilities. Therefore the issue of Sea Robin over-recovery of itsincremental cost of
service is addressed.

41. The protestors aso contend that the fact that they will have to pay a separate,
additional rate to Sea Robin in and of itself constitutes impermissible rate stacking. The
Commission has indeed expressed concern in instances where a proposed transfer of
facilities would result in the imposition of additional costs for the performance of the
same transportation services. Currently, most of the shippers utilizing Trunkline's
offshore facilities to access Trunkline onshore pooling points pay nothing for that
service.** However, the fact that offshore shippers have not usually paid for this service
does not mean that Trunkline has provided the service for free. Under the Commission’s
pooling policy, pipelines may only charge once for gas transported to and from a pool . *

Commission’s open-access policies and regulations will ensure that Sea Robin makes all
the facilities to be acquired from Trunkline, including the facilities found to be gathering,
available to shippers on an open-access basis. In addition, Sea Robin’ s transmission and
gathering rates are subject to the Commission’ sjurisdiction. Finally, Sea Robin cannot
cease service without seeking abandonment authority from the Commission. Under these
circumstances, the presumption of continuity of service is met because jurisdictional
service on the offshore facilities to be abandoned will continue and will not result in the
termination of service to any of Trunkline's existing customers.

%2 Pooling service under Trunkline's Rate Schedule TABS-1 is provided in
connection with other transportation service agreements on Trunkline, and is available to
offshore receipt points on the Vermilion and Terrebonne Systems. Ffor receipts at points
designated as gathering, Trunkline imposes only a gathering rate. The peak TABS-1
gathering rate is $0.0107 per Dth. For receipts at points designated as transmission, Rate
Schedule TABS-1 imposes no rate. Transportation service, for receipts either aggregated
under aTABS-1 agreement or at any specific transmission receipt point, is subject to a
peak rate of $0.1240 per Dth for transportation between points located within Trunkline's
Field Zone.

% gandards for Business Practices of Interstate Natural Gas Pipelines, Order
No. 587-F, FERC Stats. & Regs., Proposed Regulations 1988-1998 32,527, at 33,351
(1996) (“When apool existsin arate zone, the charge for shipment in that zone must be
incurred either for shipment to the pool or shipment out of the pool.” ). Seealso
Transcontinental Gas Pipe Line Co., 127 FERC 1 61,206, at P 12 (2009).
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On the Trunkline system, the transportation charge is assessed as the gasis transported
away from the pool. Thus, while the protestors are correct that they do not currently pay
for offshore transportation services, Trunkline has been billing shippers downstream of
the pool for that upstream service. The Commission does not view a change in cost
responsibility as rate stacking. Thus, the Commission finds that a situation where
shippers upstream of Trunkline's pooling points will now pay Sea Robin for the offshore
transportation that is currently being paid for by downstream shippersis not rate
stacking.®

42.  Trunkline s current rates were approved by the Commission and are considered
just and reasonable, and Sea Robin is being required to file for approval of a newly
derived incremental, initial rate for services on the acquired facilities. Under the
circumstances, the Commission does not find that the application of the two separate
rates constitutes impermissible rate stacking.

43.  Inconsidering a proposed abandonment, the Commission considers the potential
that shippers, both firm and interruptible, will be charged higher rates for the same
services they are currently receiving. Here, the Commission recognizes and considers the
fact that the approval of the proposals by Trunkline and Sea Robin may result in shippers
utilizing the facilities to be abandoned paying higher rates. However, because those rates
will be charged by ajurisdictional interstate pipeline and calculated only to recover the
costs associated with the provision of service over the facilities, the Commission does not
believe the effect on customers warrants a finding that the proposals are not permitted by
the public convenience or necessity. The Commission notes that the pricing concern
expressed by the protestorsis not unique to the proposed abandonment by sale of the
subject facilities. The same reallocation of the full responsibility for costs associated
with Trunkline s offshore facilities to only those shippers actually using the facilities
could have been accomplished by Trunkline's proposing to split its existing Field Zone
into separate offshore and onshore rate zones in a section 4 proceeding.

44.  The Producer Coalition cited severa cases where it contends that the Commission
denied a proposed abandonment of interstate pipeline facilities because shippers would
have been charged a higher rate for their existing service. However, none of the cited
cases are apposite. In Tennessee, the Commission noted that if the proposed

* The Commission notes that since Trunkline's existing rates will not change
unless and until it filesa NGA section 4 general rate case, the rates of Trunkline's
downstream shippers will still include costs associated with the facilities and services that
will now be provided by Sea Robin. However, the Commission notes that none of those
firm shippers have protested the proposed abandonments.
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abandonment were authorized, current shippers would have to pay an additional, separate
rate for part of the service they currently received and acknowledged that protestors
concerns regarding rate impacts were a significant consideration in its decision-making
process. However, the Commission’s decision to deny the requested abandonment was
not based upon that fact. Rather, the Commission denied the proposal to abandon
facilities because the Commission determined that some of the facilities to be abandoned
performed a jurisdictional transmission function, but the nonjurisdictional entity to
whome the facilities were to be sold had not applied for certificate authorization to
acquire and operate the facilities.®* In Transco, the Commission denied the proposed
abandonment because it found the McMullen Lateral was functioning to provide
interstate transportation service to existing Transco shippers and Transco had proposed to
abandon the facilities to a non-jurisdictional gathering company.®* The Southern
proceeding involved the proposed abandonment of facilities to a nonjurisdictiona entity.
While the Commission did note the potential for the proposal resulting in increased rates
for similar service, the Commission also expressed concern that granting abandonment
would result in the loss of open-access service® and noted that the abandonment was
protested by alarge number of shippers holding firm capacity on the facilitiesto be
abandoned, evidencing the existence of a significant continuity of service issues.®

45.  Here, unlike in the cased cited, Trunkline is abandoning its offshore facilities to
another jurisdictional interstate pipeline company which will charge cost-based rates for
service over the facilities. In addition, no firm customers of Trunkline have protested the
proposed abandonment.

46.  Finally, the protestors contend that their net-back prices for natural gaswill be
adversely affected by the gas being subject to two transportation rates. The extent to
which the price of transportation affects the price of natural gas at either the well head or
the end-use market in a competitive natural gas market cannot be gauged precisely. As
noted above, while the proposal involves the abandonment of Trunkline's offshore
facilities by sale to Sea Robin, the same reallocation of responsibility for the risks and

* Tennessee, 137 FERC 1 61,105 at P 28 (“ Tennessee has requested authority to
abandon the subject facilities by sale to Kinetica, but Kinetica has not requested a
certificate of public convenience or necessity to acquire and operate jurisdictional
facilities, as required by section 7(c)(1)(A) of the NGA.”).

% Transco, 129 FERC 61,255 at PP 41-42.
3" Southern, 126 FERC 1 61,246, at P 45 (2009).
81d. P57.
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costs associated with those facilities from Trunkline’ s downstream shippers to only those
shippers actually using the facilities could have been accomplished absent an
abandonment. Trunkline could have retained the subject facilities and instead proposed
to create a new, distinct offshore rate zone in an NGA section 4 general rate proceeding.
Under such a scenario, athough Trunkline would still be the provider of service over the
offshore facilities, the rate effect on offshore shippers would be very similar to the result
here, i.e. they would be subject to arate designed to recover al the costs associated with
providing service on the offshore facilities. Under this scenario, the gas markets and
individual gas contracts will ultimately determine how costs related to the continued
maintenance and operation of these offshore facilities will be reflected in the prices
customers are willing to pay for offshore production, and, in turn, the prices that the
offshore producers receive at the well head. These markets and contracts are not subject
to the Commission’ s jurisdiction.

3. The ExxonM obil and Hess Under utilized and Unutilized

Allegations
a. Protests

47.  ExxonMobil and Hess assert that the facilities proposed to be transferred are three
discrete sets of facilities and that should be treated individually. ExxonMobil and Hess
point out that the Brazos A-47 System has not been used for 18 years, and that the
applicants should be required to explain why it should not be simply abandoned as
unutilized. With respect to the Vermilion and Terrebonne Systems, ExxonMobil and
Hess point out that the Vermilion System is only operating at atwo percent annual load
factor and the Terrebonne System is operating at an 18 percent load factor. ExxonM obil
and Hess contend that the Commission should require the applicants to explain how the
abandonment would not accel erate the throughput decline of both of these systems.
ExxonMobil and Hess assert the Commission should require Trunkline to retain and
operate the unutilized Brazos A-47 System and the underutilized Vermilion System as
opposed to abandoning the facilities by sale to Sea Robin.

b. Applicants November 23, 2011 Answer

48.  The applicants answer that all of the facilities will remain open access and that no
producer has provided any evidence that production would be shut-in or supplies
threatened. The applicants assert that Trunkline should not be required to abandon the
Brazos A-47 System as unutilized, noting that the jointly owned facilities are currently
transporting approximately 2.6 MMcf per day under another owner’s capacity. The
applicants state that there is no preclusion to additional gas flowing under an agreement
with either Trunkline or, upon transfer, Sea Robin and that neither Trunkline nor Sea
Robin has the intent to seek the permanent abandonment of all service on the facilities.
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49.  With respect to the Vermilion and Terrebonne Systems, the applicants answer that
the throughput decline is due to the natural decline of offshore production and reduced
new drilling. The applicants state that Sea Robin, however, has recently added
throughput from four new connections on its system and remains committed to
maintaining and growing its businessin the area and providing a viable transportation
option for gas and condensate production.

C. Commission Deter mination

50.  The Commission does not agree with ExxonMobil’s and Hess' suggestion that the
Commission should ssimply require Trunkline to retain and operate the Vermilion and
Terrebonne Systems until throughput ceases and then abandon the facilities. While the
utilization rates of the Vermilion and Terrebonne Systems are low, gasis still flowing on
the systems. Trunklineis currently providing interstate transportation service over these
facilities, and Sea Robin proposes to continue to provide interstate transportation service.
The issue of low and declining throughput will remain the same regardless of the owner
of the facilities or the provider of the transportation service. The Commission finds that
there is a reasonable expectation that the Vermilion and Terrebonne Systems will
continue to be utilized upon acquisition by Sea Robin. In regard to the Brazos System,
the Commission finds, as discussed below, that the applicants have not made the
necessary showing that the Brazos System will provide any jurisdictional service upon
acquisition.

4. Abandonment Conclusion

51. Therewill be no unreasonable adverse impacts to existing firm or interruptible
services as aresult of Trunkline's abandonment of the proposed facilities by sale to Sea
Robin. Because the Commission is concurrently authorizing Sea Robin to acquire and
operate the transmission facilities on an open-access basis as a jurisdictional natural gas
company, there will be no continuity of serviceissues. The facilities abandoned by
Trunkline will remain in service and will be available to any shipper who wishesto
transport natural gas at rates, and under terms and conditions, subject to Commission
regulation. Further, the Commission rejects the rate stacking allegations raised above,
and finds that the rates to be charged following the approvals granted herein are fully
consistent with the Commission’s pricing policies. Thus, the Commission determines
that the proposed abandonment as conditioned in this order is permitted by the present or
future public convenience or necessity. Accordingly, the Commission will grant
Trunkline' s request for abandonment authorization. Trunkline is directed to file tariff
records pursuant to Part 154 of the Commission’ s regulations removing referencesin its
tariff to its offshore facilities and services at least 30 days prior to the effective date of the
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abandonment. Trunklineis granted permission and approval to abandon its offshore
facilities by sale to Sea Robin.*

5. Accounting

52.  In examining the function of the facilities Trunkline proposes to abandon, the
Commission has found that certain pipeline segments are no longer providing service.
Accordingly, Trunkline must, for accounting purposes, classify the facilities identified
herein asidlein Account 121, Nonutility Property, effective the date of this order because
they are not currently being used to provide gathering or transmission services. In
addition, as discussed below, the Commission has determined that certain facilities
currently certificated as transmission facilities are actually performing a gathering
function. Accordingly, should Trunkline for whatever reason not proceed with the
abandonment of these facilities by sale to Sea Robin, Trunkline must refunctionalize the
original cost of the facilities from transmission to gathering accounts, effective the date of
thisorder.®® In such acase, Trunkline must also transfer the accumulated provision for
depreciation carried in the account for the refunctionalized property between functionsin
accordance with GPI No. 12 of the Commission’s USofA. The amount of accumulated
depreciation associated with the refunctionalized gas plant to transfer between functions
must be determined by using the actual recorded amount of accumulated depreciation on
avintage basis.**

B. Sea Robin’s Proposal

53.  Because a portion of the facilities to be acquired by Sea Robin will be used to
transport natural gas in interstate commerce subject to the Commission’ s jurisdiction, the
acquisition and operation of the facilitiesis subject to subsections (c) and (e) of section 7
of the NGA.

¥ The proposed transfer of facilities does not involve the construction or removal
of any facilities. Thus, pursuant to 18 C.F.R. § 380.4(a)(31) (2011), the proposed
abandonment by sale qualifies as a categorical exclusion from the requirements of the
National Environmental Policy Act, 42 U.S.C. 8§ 4321 et seq. (2006), to prepare an
environmental assessment or an environmental impact statement.

%0 See Tennessee Gas Pipeline Co., 138 FERC 161,179, at P 20 (2012), clarified,
138 FERC 1 61,082, at P 10 (2012).

! See Transwestern Pipeline Co., 72 FERC 161,085, at n.17 (1995).



Docket No. CP12-5-000 -21-

54.  SeaRobin proposesto acquire and operate the facilities Trunkline proposes to
abandon. Sea Robin does not propose to change the manner in which these facilities are
currently operated and does not propose to change any facility’ s functionalization from
that reflected in Trunkline’ s books. Sea Robin does not propose any new construction or
removal of facilities.

55.  All of the Trunkline facilities proposed to be abandoned were constructed or
acquired pursuant to certificates issued by the Commisison under section 7(c) of the
NGA. However, prior to the Commission’s open-access policies requiring unbundling of
pipeline services, there was no need, as a practical matter, to review applications by
pipelinesfor certificate authority to ascertain whether any of the proposed new facilities
may have actually functioned as gathering facilities. Thus, in many instances, gathering
facilities were constructed under certificate authority and the costs associated with those
facilities were part of the rate base of the pipeline' s salesrates. Later, many of those
facilities were found by the Commission to perform a gathering function.*

56.  Having been constructed to access offshore producing aress, it is quite possible
that some of the Trunkline facilities to be abandoned perform a non-jurisdictional
gathering function. The only way to definitely determine the jurisdictional status of
facilitiesis to perform a primary function test** and the Commission has not previously
performed such an analysis of al the facilities being abandoned by Trunkline. While
neither Trunkline nor Sea Robin has requested a functional analysis of the facilities
proposed to be abandoned, and both note that refunctionalization of the subject facilities
Is not contemplated in their transaction, the Commission nevertheless finds it appropriate
for the Commission to take this opportunity to analyze the jurisdiction status of the
subject facilities to insure that the certificate of public convenience and necessity issued
to Sea Robin in this proceeding only encompasses facilities and services over which the
Commission actually has jurisdiction under the NGA.

1. Idle Facilities

57.  Trunkline, in its abandonment application and in responses to data requests,
identified several particular facilities with which it has not provided transmission or
gathering service for at least one year or longer. These pipeline segments are:

2 See Equitrans, L.P., 109 FERC 61,209, at P 59 (2004).

* CNG Transmission Corp., 67 FERC 161,330, at 62,177 (1994) (“[U]ntil the
Commission actually scrutinizes the facilities under the primary function test, the actual
jurisdictional status of the facilities cannot be definitively determined.”).
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e Line210A-1900, whichisa0.73-mile, 4-inch diameter line on the Vermilion
System. It waslast used July 2003.

e Line210A-2000, whichisa6.13-mile, 6-inch diameter line on the Vermilion
System. It waslast used August 1990.

e Line319B-1700, whichisal.5-mile, 12-inch diameter line on the Terrebonne
System. It waslast used August 2010.

e Brazosline, which isa0.9-mile, 8-inch diameter line on the Brazos A-47 System.
It has not been used since at least 1993.

e TRIMARS compressor units, which have 28,950 horsepower on the Terrebonne
System. It was not been used since October 2003.

58.  Trunkline has not used its 33.33 percent capacity interest in the Brazos System
since at least 1993, but natural gasis currently flowing using the capacity of the co-
owners. Trunkline currently functionalizes the Brazos A-47 System as transmission.

59.  SeaRobin does not identify any jurisdictiona servicesthat it will provide over the
pipeline facilities described above, but it does discuss various potential projects on the
unused pipelines, including a possible connection with Sea Robin’s existing facilities to
route volumes through the Terrebonne System.** However, given the historical evidence
indicating that these facilities are not currently being used, together with the fact that Sea
Robin has not provided any indication that these facilities will be used to provide any
jurisdictional service upon acquisition, the Commission will not include them in Sea
Robin’s certificate authorization. This finding does not preclude Sea Robin from
purchasing these facilities from Trunkline and is without prejudice to Sea Robin
requesting certificate authority from the Commission or using its blanket certificate
authority under Part 157 of the regulations should Sea Robin propose to provide
jurisdictional transmission service over such facilities in the future.®

60. Asthefacilitiesidentified above are not required by Sea Robin to provide
transmission service, the unutilized facilities, if acquired, should not be included in Sea

“ Applicants February 21, 2012 Data Response 3.

> Because the idle facilities have no function, it is not necessary for the
Commission to analyze them under the primary function test to determine their
jurisdictional status.
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Robin’s rate base underlying its recoverable cost of service.*® For accounting purposes,
the Commission will require Sea Robin to classify these facilitiesin Account 121,
Nonutility Property, since they are not currently used to provide gathering or
transmission services and Sea Robin has not indicated that it has a definite plan to use
these facilities to provide gathering or transmission service in the future.

2. Sea Robin’s Plansfor Future Refunctionalization

61. ExxonMobil and Hess believe Sea Robin intends to refunctionalize some or all of
the facilities to be acquired from Trunkline at some point after their transfer to Sea Robin.
ExxonMobil and Hess request that the Commission require Sea Robin to clarify itsintent
with regard to the jurisdictional status of the facilitiesto be transferred and to address the
operational, rate, and service effects of such refunctionalization.

62. The Commission will not speculate about what future proposal's Sea Robin may
have for the facilities to be acquired. As explained below, the functions of the facilities
to be acquired are analyzed in this order as afirst step to evaluating Sea Robin’s
certificate request. However, the Commission’s findings herein are without prejudice to
Sea Robin making a future request for a change in function designation based on changed
circumstances. Accordingly, the Commission denies the protestors’ request that Sea
Robin clarify its future plans.

3. Jurisdictional Analysis: The Primary Function Test

63.  Under section 1(b) of the NGA, the Commission’sjurisdiction does not extend to
facilities used for “the production or gathering of natural gas.” The NGA, however, does
not define the term “gathering.” Asaresult, the Commission has developed alegal test,
known as the “ primary function test,”* to determine which facilities are non-
jurisdictional gathering facilities and which facilities are jurisdictional transmission
facilities.

“® Trunkline stated, in its February 21, 2012 Data Response 7, that it intends to
make a separate abandonment filing for Lines 210A-2300 and 210A-2400 located on the
Vermilion system, removing them from the set of facilities to be transferred to Sea Robin.
As such, Lines 210A-2400 and 210A-2300 will not be included in the sale to Sea Robin,
and, consequently, the Commission does not grant Trunkline permission to abandon these
lines. In addition, Lines 210A-2300 and 210A-2400 will not be included in Sea Robin's
rate base underlying its recoverable cost of service.

" See Amerada Hess Corp., 52 FERC 1 61,268 (1990), and Farmland Industries,
Inc., 23 FERC 1 61,063 (1983).
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64. The“primary function test” includes consideration of several physical and
geographic factors, including: (1) the lengths and diameters of the pipelines at issue;

(2) the extension of the subject facilities beyond the central point in the field; (3) the
facilities geographic configuration; (4) the location of compressors and processing
plants;*® (5) the location of wellsalong all or part of the facilities; and (6) the operating
pressure of the lines. The Commission aso considers the purpose, location, and
operation of the facilities; the general business activity of the owner of the facilities; and
whether the jurisdictional determination is consistent with the NGA and the Natural Gas
Policy Act of 1978.* The Commission does not consider any one factor to be
determinative and recognizes that all factors do not necessarily apply to all situations.*

65.  In Sea Robin,™ the Commission adopted an additional factor - a central
aggregation point criterion — to assist in the analysis of where gathering ends and
transportation begins with respect to offshore facilities. 1n applying its central
aggregation point criterion, the Commission looks at whether there is agiven point on an
offshore system where gasis received from multiple upstream areas and at which thereis
amarked change in physical attributes, e.g., significantly larger diameter pipe
downstream of that point, the presence of a production platform, or high horsepower
compression facilities.

66. If thereissuch acentral point of aggregation, the Commission still reviews the
traditional factors of the primary function test, i.e. the overall geographic configuration of
the system, the physical dimensions of the facilities, and the locations of compression
facilities and connections with supply laterals, wells, and production platformsin

“8 The Commission notes that when considering the primary function of offshore
facilities, the fact that gas volumes are processed at onshore plants does not require a
finding that all offshore facilities are gathering. See Tennessee Gas Pipeline Co.,

124 FERC 161,128, at P 15 (2008) (“The Commission has previously discussed the
impracticality of locating processing plants offshore, and concluded that in the offshore
context, the absence of processing plantsis of little value in assessing the primary
function of facilities.”); Sea Robin, 87 FERC at 62,425 (“* The Commission's review has
resulted in our concluding that the ‘ behind-the-plant’ factor is not necessarily
determininative when the primary function test is applied to offshore facilities, and can be
outweighed by other factors.”).

% 15 U.S.C. §8§ 3301-3432 (2006).
* Columbia Gas Transmission Corp., 93 FERC 1 61,278, at 61,913 (2000).

®1 Sea Robin, 87 FERC ] 61,384.
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deciding whether the identified central point of aggregation is where non-jurisdictional
gathering ends and jurisdictional transmission begins.®* While the courts have
sanctioned giving some weight to non-physical factors, e.g., the original purpose of the
subject facilities or the general business activities of the owner, and have agreed that they
may be relevant considerations in determining the demarcation point between
transmission and gathering facilities, such non-physical factors must be secondary to the
physical factors. Thus, non-physical factors “generaly only comeinto play if application
of the physical factorsresultsin aclose call.” >

67. The subject facilities, which Trunkline proposes to abandon by sale to Sea Robin,
include approximately 533 miles of pipeline, eight platforms (seven offshore piping
platforms and one platform with 28,950 horsepower of compression), and appurtenant
facilities.® Thefacilities to be transferred are located offshore Texas and Louisianain
the Gulf of Mexico and onshore in Louisiana and represent virtually all of Trunkline's
offshore facilities.® The applicants state that some of the facilities have been the subject
of prior jurisdictional determinations.>®

I. Vermilion System

68. TheVermilion System consists of approximately 86.5 miles of pipeline. Roughly
35 miles of pipeline are located in waters offshore of Louisianain the Vermilion Area.

°21d. 62,430-31.

>3 Transcontinental Gas Pipe Line Co., 121 FERC 61,157, at P 11 (2007)
(Jupiter).

> A detailed list of the facilities to be transferred is attached as Exhibit A to the
Purchase and Sale Agreement provided as Exhibit U of the application. Thelist of
facilities identifies approximately 447 miles of pipeline currently functionalized as
transmission and 86 miles as gathering.

> The analysis below does not address the Brazos System because, as discussed
above, the public convenience and necessity does not require the certification of the
Brazos System.

> Applicants January 11, 2012 Data Response 8. Applicants’ cite Trunkline Gas
Co., 67 FERC 161,256 (1994) and Trunkline Gas Co., 95 FERC 1 61,337 (2001), reh'g
denied, 97 FERC 161,169 (2001), wherein jurisdictional determinations were made for
certain Trunkline facilities. The Commission notes that not all of the facilities at issuein
this proceeding were analyzed in the cited orders.
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The Vermilion System consists of pipeline segments ranging from approximately one
quarter mile to 28 milesin length and 4 to 18 inchesin diameter with operating pressures
between 537 and 902 psig. The system has two offshore piping platforms and no
compression facilities.

69. TheVermilion System comes onshore in Vermilion Parish, Louisiana, where the
liquids are separated from the gas stream at the third-party owned North Freshwater
Bayou Facility and then continues to the Kaplan Compressor Station, which will be
retained by Trunkline. The Vermilion System’s volumes are delivered into Trunkline's
mainline without dehydration or further processing. The capacity of the Vermilion
System is 315,944 dekatherms (Dth) per day®’ and the average daily throughput for the
year 2011 was 4,881 Dth per day,® which equates to a utilization rate of approximately
1.5 percent.™®

70.  Trunkline currently functionalizes approximately 13.9 miles as gathering and

72.6 miles astransmission. The applicants state that, although they are not filing for a
change in the functionalization of any facility as determined by the Commission in prior
orders, all facilities upstream of Trunkline's Kaplan Compressor Station, that is the entire
Vermilion System, should be classified as gathering if the Commission performsthe
primary function analysis.®

71. Initidly, the Commission finds that the onshore Kaplan Compressor Station,
located over 20 milesinland, can not be a central point of aggregation in the sense
evoked in Sea Robin, as suggested by applicants." The central point of aggregation

> Applicants February 28, 2012 Data Response. In volumetric terms, the
capacity is 292,000 Mcf per day.

*8 Applicants January 11, 2012 Data Response 3.

*|n their February 21, 2012 Data Response 7, the applicants indicate that a
producer on the Vermilion System has notified Trunkline that it intends to deliver its
production into an aternative system, thus, reducing further the throughput on the
Vermilion System. Applicants further state that Trunkline now intends to separately
abandon two of the linesin the Vermilion System, totaling 22.6 milesin length out of the
86.5-mile total for all existing Vermilion System facilities, as discussed below.

% Applicants’ January 11, 2012 Data Response 8.

®1 Sea Robin, 87 FERC ] 61,384.
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factor isused in the analysis of offshore facilities and, as such, islocated offshore.®* To
the extent applicants believe the Kaplan Compressor Station should be considered the
onshore analog — a central point in the field, the Commission disagrees as the
configuration of the facilities does not place the Kaplan Station at a central location
receiving gathered volumes from the surrounding area. I1n addition, as further discussed
below, the parallel mainlines were designed, and still serve, to transport gas received at
points located offshore more than 20 miles to the downstream Kaplan Compressor
Station.

72.  The 28-milelong paralel Lines 210A-100 and 210B-100 (parallel mainlines)
extend about six miles from their offshore originsin Vermilion AreaBlock 26
(Vermilion 26) to shore, collecting offshore sourced gas. The parallel mainlines then
continue for 22 miles onshore to the Kaplan Compressor Station with only one active
onshore receipt point along the way. Line 210A-100 consists of 14- and 18-inch
diameter pipe and Line 210B-100 consists of 16- and 18-inch diameter pipe. The

two paralel mainlines originate at platforms located |ess than a quarter of a mile apart
in Vermilion 26 — the Trunkline T-2 platform, where Line 210B-100 originates, and a
third-party platform, where Line 210A-100 originates. Line 210A-100 connectsto a
valve platform (T-1) in Vermilion 14 downstream of itsoriginin Vermilion 26. The
0.2-milelong, 14-inch diameter Line 210A-1700 interconnects Trunkline's T-2 piping
platform with athird party platform in Vermilion 26 to allow transportation to shore
through either of the parallel mainlines. Trunkline’'s 0.25-mile long, 14-inch diameter
Line 210A-1800 connects a second third-party platform to the T-2 platform. That second
third-party platform isitself connected to another third-party platform by athird party
pipeline.

73.  Inaddition, the two mainlines historically received gas from Lines 210A-2400 and
210A-2300, which are to be separately abandoned. The 13.1-mile long, 16-inch diameter
offshore Line 210A-2400, which Trunkline currently functionalizes as gathering, extends
between an interconnection with mainline Line 210A-100 near the shoreline and the
offshore terminus of the 9.5-mile long, 10-inch diameter Line 210A-2300, which
Trunkline currently functionalizes as transmission, and itself connects to the parallel
mainlinesin Vermilion 26, Lines 210A-100 and 210B-100.

74.  Trunkline states, however, that, due to the producer in Vermilion 24 opting to
deliver production to athird-party pipeline, Trunkline intends to make a separate

%2 Transcontinental Gas Pipe Line Co., 96 FERC 1 61,115, at n.44 (2001) (stating
that the centralized point of aggregation analysis for offshore systemsis an analog for the
central point in the field analysis for onshore systems).
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abandonment filing for Lines 210A-2300 and 210A-2400, removing them from the set of
facilities to be transferred to Sea Robin.®® Without these two lines, the lengths, diameter,
and operating pressure of the remaining Vermilion System facilities are consistent with a
transmission function and are configured simply as mainline transmission facilities
primarily collecting gas, through either third-party facilities or short Trunkline laterals,
from a small region offshore.

75.  Thus, on balance, the Commission finds that al of the facilities of the Vermilion
System primarily perform atransmission function. Those facilitiesinclude Lines 210A-
100 and 210B-100, the T-1 and T-2 platforms, the short connecting Lines 210A-1800 and
210A-1700, and other facilities |ocated entirely onshore.® The analysis here excludes
transmission Line 210A-2300 and gathering Line 210A-2400 as Trunkline states that it
will separately abandon those facilities, rather than transfer them to Sea Robin.

. Terrebonne System

76.  The Terrebonne System consists of approximately 446.4 miles of pipeline.
Roughly 360 miles of pipeline are located in waters offshore of Louisianain the Ship
Shoal, South Timbalier, Grand Isle, Ewing Bank, South Pelto, Eugene Island, and South
Marsh Island areas. The Terrebonne System consists of pipeline segments ranging from
less than one mile to approximately 73 milesin length and 4 to 30 inches in diameter.
The system’ s operating pressure is 850 to 975 psig. The system has five offshore piping
platforms, plusthe TRIMARS platform that is owned by Trunkline and supports

three compressor units totaling 28,950 horsepower, but which is currently unused due to
low throughput.®

77.  The Terrebonne System comes onshore in Terrebonne Parish, Louisiana and
extendsto Trunkline's Patterson Compressor Station in St. Mary Parish, which will be
retained by Trunkline. The gasisusually dehydrated before entering the Terrebonne
System, but may be dehydrated at Trunkline sliquids separation facility before the gas
enters the Patterson Compressor Station. The capacity of the Terrebonne System is

%3 See gpplicants’ February 21, 2012 Data Response 7.

% The entirely onshore 6.1-mile long, 6-inch diameter lateral Line 210A-2000 is
currently functionalized as transmission, but has not been used since August 1990. Other
entirely onshore facilities include the Cow Island Interconnect.

® The TRIMARS compression facilities are included on the Table list of
unutilized facilities.
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1,012,300 Dth per day.*® The average daily throughput in 2011 was 246,079 Dth
per day,® for a utilization rate of approximately 24.3 percent.

78.  Trunkline currently functionalizes approximately 72.2 miles and 374.2 miles of
the Terrebonne System as gathering and transmission, respectively. The applicants state
that, although they are not filing for a change in any functionalizations previously
approved by the Commission, they believe that the central point of aggregation factor,
when applied to the facilities to be transferred, would indicate a finding of gathering
upstream of the TRIMARS compression platform located in Ship Shoal Area Block (Ship
Shoal) 139.

79.  The Terrebonne System consists of pipeline segments ranging from less than

one mile to approximately 73 milesin length and 4 to 30 inchesin diameter.
Approximately 340 miles of pipeline is 20 inchesin diameter or greater and about

155 miles of that length is 30 inches in diameter, most of which is downstream of the
TRIMARS compression platform. Pipeline diameters this large are generally indicative
of transmission.®® However, the system’s operating pressure of 850 psig to 975 psig,
which is generated by pressures at the well head, is consistent with a gathering
function.”® Thelack of utilized compression on the system is also consistent with a
gathering function. The TRIMARS compression facilities were designed to compress gas
for transportation to shore and, thus, historically performed a transportation function.
While the gas volumes are processed at onshore plants, the onshore location of a

% Applicants February 28, 2012 Data Response. As discussed above, the
unutilized TRIMARS compression facilities are not being certificated for acquisition by
Sea Robin. Therefore, the certificated capacity of the Terrebonne System is reduced
from 1,542,300 Dth per day to 1,012,300 Dth per day without utilization of the
TRIMARS compression, or in volumetric terms, from 1,455,000 Mcf per day to
955,000 Mcf per day.

® Applicants January 11, 2012 Data Response 3.

% See, e.g., Sea Robin Pipeline Co., 71 FERC 61,351, at 62,396-99 (1995), reh'g
denied, 75 FERC 161,332 (1996) (stating 20-inch and larger diameter pipes, in the
absence of countervailing factors, are generally indicative of atransportation function).

% See, e.g., Tennessee Gas Pipeline Co., 124 FERC 1 61,128, at P 15 (2008)
(stating an “operating range of 800 to 1,200 psig is consistent with the higher operating
pressure of offshore gathering facilities. . ..”).
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processing plant does not require afinding that all of the offshore facilities are
gathering.”

80. The Terrebonne System is configured with two parallel 73-mile long, 30-inch
diameter mainlines (Lines 300-1 and 300-2) originating at Ship Shoal 139 where
Trunkline's T-25 piping platform and downstream, adjacent TRIMARS compression
platform are located. Lines 300-1 and 300-2 extend onshore to Trunkline' s Patterson
Compressor Station. Several upstream pipelines, ranging in diameter from 18 inchesto
30 inchesin diameter, feed into the T-25 platform. These upstream pipelines are, in turn,
fed by a branching network of other upstream gas collection pipelines that have diameters
as small as six inches.

81l.  Within 20 miles downstream of the T-25 platform, gasis delivered to Lines 300-1
and 300-2 by short third-party pipelines extending from three third-party platforms. In
addition, the 43-mile long, 22-inch diameter Line 316A-100 interconnects with the
parallel mainlines at alocation onshore approximately 20 miles upstream of the Patterson
Compressor Station.

82. Thereisamarked changein facilities at the T-25 platform. At the platform, the
myriad smaller diameter upstream collection lines converge and feed into the 30-inch
diameter dual mainlines that transport gas onshore.

83.  Thesystem’s branching configuration of smaller diameter pipelines feeding into
the T-25 platform is indicative of a central point of aggregation at the platform.”* In
addition, the TRIMARS platform historically performed a transmission function by
supporting compression facilities required for the transportation of gasto shore.” Thus,

70 See Sea Robin, 87 FERC 61,384, at 62,425 (1999), order denying reh’g,
92 FERC 161,072 (2000) (stating “the ‘ behind-the-plant’ factor is not necessarily
determinative when the primary function test is applied to offshore facilities ).

" See, e.g., Transcontinental Gas Pipe Line Co., 121 FERC {61,157, at P 23
(2007).

2 When gas flows through a pipeline solely as the result of wellhead pressures
or producer-owner compression facilities that “push” the gas, it is an indication that the
pipeline may perform a gathering function. See Transcontinental Gas Pipeline Co.,
97 FERC 161,298, at 62,400 (2001) (“The wellhead pressures act to push the gas
through the facilities, which is typical of a gathering function, unlike compression, which
istypical of atransmission function.”). On the other hand, atransmission function is
usually being provided by compression facilities along a pipeline or on a platform where

(continued...)
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the Commission finds that the T-25 platform is a central point of aggregation.
Accordingly, after balancing the factors of the primary function test, the Commission
finds that Lines 300-1 and 300-2, the TRIMARS platform,” and certain piping facilities
located entirely onshore,”* all located downstream of the central aggregation point,
primarily perform atransmission function. The T-25 platform and all facilities upstream
of the platform primarily perform a gathering function.

84. The Commission also findsthat Line 316A-100 primarily performs atransmission
function. Line 316A-100 isa43-milelong, 22-inch diameter, high pressure straight line
configured pipeline, which receives gas from third-party pipelines that connect to

six third-party platforms. However, four of those platforms are connected at the same
location on Line 316A-100. Because of the paucity of locations where gas enters the
pipeline along its relatively long length, the relatively large diameter, and straight line
configura;tg on, the Commission finds that Line 316A-100 primarily serves atransmission
function.

4. Certificate of Public Convenience and Necessity

85. The Certificate Policy Statement provides guidance for evaluating proposals to
certificate new construction.” The Certificate Policy Statement established criteria for

there is a convergence of pipelines but no wells. See, e.g., High Island Offshore System,
L.L.C., 128 FERC 161,292, at P 26 (2009) (HIOS).

® The Commission is not changing Trunkline's current functionalization of the
compression facilities located on the TRIMARS platform, which isatransmission
functionalization, but those compression facilities are unutilized facilities for which we
will not grant Sea Robin a section 7(c) certificate of public convenience and necessity to
acquire, as discussed below.

" The entirely onshore facilitiesinclude the 3.1-mile, 24-inch diameter Line
314B-100 and the 0.7-mile, 24-inch diameter Line 315C-100 associated with the
Patterson Compressor Station and the nearby liquids handling facility.

" Tennessee, 137 FERC 161,105 at P 69 (finding that four receipt points grouped
along one end of a42-mile, 12-inch diameter pipeline are an insufficient basis to
determine that the line primarily performs a gathering function).

’® Certification of New Interstate Natural Gas Pipeline Facilities, 88 FERC
161,227 (1999), order on clarification, 90 FERC /61,128, order on clarification,
92 FERC 61,094 (2000) (Certificate Policy Statement).
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determining whether there is aneed for a proposed project and whether the proposed
project will serve the public interest. While Sea Robin does not contempl ate any
construction of new facilities, the Commission has found it appropriate to apply its
Certificate Policy Statement in cases where a company seeks to acquire significant
existing facilities.”’

86. Asexplained in the Certificate Policy Statement, in deciding whether to authorize
the construction of major new pipeline facilities, the Commission balances the public
benefits against the potential adverse consequences. A proposal to acquire facilities with
no related construction of facilities, such asin this proceeding, does not educe the
Certificate Policy Statement’ s concerns with overbuilding, disruptions of the
environment, and the exercise of eminent domain.”

87.  Thethreshold requirement under the Certificate Policy Statement that the pipeline
must be prepared to financially support the project without relying on subsidization from
its existing customers is equally applicable to the proposed acquisition of the facilities.
Similarly, whether the applicant has made efforts to eliminate or minimize any adverse
effects the project might have on the applicant’ s existing customers and existing pipelines
in the market and their captive customersis also relevant to our evaluation.

88.  SeaRobin proposesto charge its existing rates for service on the acquired
facilities and requests a pre-determination that it may roll the costs of the acquired
facilitiesinto its next general NGA section 4 rate proceeding. In support of that request,
Sea Robin states that the revenues generated will exceed the cost of service on the
acquired facilities. Asdiscussed below, the Commission is denying both Sea Robin’s
request to charge its existing rates as an initial rate and its request for a pre-determination
of rolled-in rate treatment for the acquired facilities, without prejudice to Sea Robin
proposing in its next rate case to roll in the acquisition costs. Instead, the Commission
will require Sea Robin to develop incremental, initial rates for service on the acquired
facilities that are based on the combined cost of service of both the Vermilion and
Terrebonne systems and do not include costs associated with Sea Robin’s existing system
facilities. With this condition, Sea Robin’s existing shippers will not be at risk of
subsidizing service on the acquired facilities as rates for the existing shippers will be
unaffected by the authorization issued herein. Thus, Sea Robin’s proposal, as
conditioned, satisfies the threshold requirement that the pipeline must be prepared to

" See, e.g. Trunkline Gas Co., LLC, 132 FERC 61,069 (2010); BGSKimball
Gas Sorage, LLC, 117 FERC 61,122, at PP 19-23 (2006).

8 See, e.g., Cimarron River Pipeline, LLC, 124 FERC 161,069, at P 40 (2008).
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financially support the project without relying on subsidization from its existing
customers.

89. Therewill be no adverse effect on Sea Robin’ s existing shippers. ExxonMobil
and Hess, as shippers on the Sea Robin system, assert the proposals will result in
overcharges to Sea Robin’s shippersin the next rate case for the facilities they do not
need. Under the Certificate Policy Statement, the Commission will consider whether the
“interests of the existing customers of the expanding pipeline may be adversely affected
if the expansion results in their rates being increased or if the expansion causes a
degradation in service.” ™ ExxonMobil’s and Hess concerns are unfounded because, as
the Commission explains below, as a condition of the certificate issued herein, Sea Robin
Is directed to price the facilities to be acquired incrementally. Further, as previously
noted, certain facilitiesidentified above asidle are currently unutilized and Sea Robin has
not specified any use for these facilitiesif they are acquired. Thus, those facilities are not
being certificated herein and their costs are not included in the cost of service or initial
rates approved herein. Additionally, the Commission is denying the request for a
predetermination that Sea Robin can roll-in the costs of the facilities to be acquired in its
next rate case. Thus, ExxonMobil and Hess, as shippers on Sea Robin with system rates
calculated separately from the facilities to be acquired, will not be adversely affected by
the proposals.

90. Likewise, there will be no adverse effect on existing pipelines and their captive
customers, as no other pipeline protested or raised concerns.

91.  Based on our findings that there will be no adverse impacts on Sea Robin’s
existing customers or on other pipelines and their customers, the Commission finds that
the public convenience and necessity requires the approval of Sea Robin’s proposal to
acquire and operate the facilities Trunkline proposes to abandon, subject to the conditions
in this order.

5. Rates

a. Sea Robin’s System Rates as I nitial Rates and Request for
Predeter mination of Rolled-In Rate Treatment

92. SeaRobin states that it performed a cost/revenue analysis for the facilities to be
acquired and services to be performed, and determined that estimated revenues using its
currently effective base rates are greater than the estimated costs of service. Sea Robin
proposes to charge shippers its existing system rates for service on the facilities to be

™ Certificate Policy Statement, 88 FERC at 61,747.
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acquired, with the exception of fuel. Sea Robin also requests a pre-determination that

it may roll the costs associated with acquisition of Trunkline's offshore facilitiesinto its
system rates in afuture NGA section 4 rate case. Sea Robin states that in Docket

No. RP07-513-000, it agreed to file anew NGA section 4 general rate case no later than
January 1, 2014, and that it will propose to calculate rates on arolled-in basisin this
upcoming NGA section 4 rate case. In support of its request, Sea Robin states that its
cost/revenue study indicates that, if the acquired facilities were rolled-in, its existing
customers would not subsidize services on the acquired facilities.

I Protestors

93.  Apache requests that the Commission deny Sea Robin’s proposed initial rates,
contending that Sea Robin’s proposed rates are not just and reasonabl e rates for
transportation on the facilitiesto be acquired. Apache states that the claim that there
would be no subsidization by Sea Robin’s existing customers as aresult of rolled-in rate
treatment fails to address the reciprocal issue — that there would be subsidization by
Trunkline's customers. Apache, Arena, LLOG, and the Producer Coalition assert that
Sea Robin’ s calculations demonstrate that the proposed initial rates are greater than the
assumed incremental cost of service, and that the calculations prove that the Sea Robin
rates are too high. Apache, Arena, LLOG, and the Producer Coalition also claim that Sea
Robin’ s cal culations demonstrate that it would overrecover the acquired facility costs
and, in essence, the old Trunkline shippers would subsidize the Sea Robin system.
Arena, LLOG, and the Producer Coalition state that given that the facilities are not
Interconnected with Sea Robin’ s existing system, applying Sea Robin’s system-wide
rates to incremental transportation service on the facilities does not make sense for
ratemaking purposes. Arena, LLOG, and the Producer Coalition request that the
Commission require Sea Robin to calculate incremental rates for transportation over the
facilitiesthat are no higher than Trunkline s currently effective Field Zone rates.

94.  Similarly, Apache, the Producer Coadlition, LLOG, ExxonMobil, and Hess also
oppose Sea Robin’ s request to roll the costs of the facilities to be acquired into its system
rates because of the low or non-existent throughput on the acquired facilities, and request
that the Commission defer consideration of rolled-in rate treatment until Sea Robin’s
2014 general section 4 rate proceeding to allow the parties to see the actual impact of the
transfer on rates.

95.  TheProducer Coalition and LLOG contend that Sea Robin makes no showing that
rolling the costs of the facilitiesinto its rate base and ratesisjustified or consistent with
the Commission’srolled-in rate policies.®* The Producer Coalition also contends that

8 Certificate Policy Statement, 88 FERC { 61,227.
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Sea Robin has failed to rebut the Commission’ s presumption that non-integrated, stand-
alone projects should be priced incrementally based on the costs of the facilities.

96. ExxonMobil assertsthat arolled-in rate determination typically is based on
contracted quantities, not annualized throughput.2* ExxonMohbil points out, however,
some of the facilitiesto be transferred have no throughput at present, and that the
throughput on the other facilitiesislow and declining rapidly. ExxonMobil also contends
that arolled-in rate determination typically is based on a projection of costs and revenues
over several years,® but that Exhibit N to the application compares projected cost of
service and revenues for a single 12-month period ending March 31, 2011.

97. Lastly, ExxonMobil states that the Commission has previously declared that the
cost of fuel must be included in the rolled-in analysis because it is an element of a
shipper’s transportation expense.*® However, ExxonMobil alleges that Sea Robin's
effective fuel rate, and in particular the fuel and unaccounted-for gas component of the
rate, have not been found just and reasonable.®

i. Applicants Response

98.  SeaRobin contends that no subsidization of costs for the new facilities by existing
Sea Robin customers will occur as aresult of its proposal to roll-in rates, and that rolling
the costs into its rates will benefit existing Sea Robin customers.*® Sea Robin also states

81 ExxonMobil cites Colorado Interstate Gas Co., 131 FERC 161,086, at PP 36-
37 (2010) (granting pre-determination of roll-in for incremental mainline expansion
based on projected revenues under firm transportation agreements over a 10-year period).

8 ExxonMobil cites Iroquois Gas Transmission Sys., 99 FERC 61,261, at 62,125
(2002) (first three years).

8 Kern River Gas Transmission Co., 96 FERC {61,137, at 61,581 (2001) (citing
Northern Border Pipeline Co., 80 FERC 61,152 (1997), for the proposition that the
Commission’s pricing policy statement required the cost of fuel to be included in the
rolled-in analysis).

8 Sea Robin's effective fuel reimbursement percentage rate issue is currently
pending before the Commission in Docket No. RP11-2148-000. See Sea Robin Pipeline
Co., LLC, 135 FERC 161,278 (2011).

& November 23 Answer at 9.



Docket No. CP12-5-000 -36-

that it will fileits next NGA section 4 general rate case on or before January 1, 2014, and
that any cost recovery issues should be dealt with then.

. Commission Deter mination

99. SeaRobin’s cost/revenue study indicates that the use of its system rates as initial
rates for services on the facilities to be acquired would likely lead to cost over recovery.
There are no shared facilities. Thus, concerns about new customers benefiting from
cheap expansibility of facilities paid by existing shippers as expressed in the Certificate
Policy Statement, and which would favor higher system rates over lower incremental
rates, do not apply. Further, because the Vermilion and Terrebonne Systems are stand-
alone facilities that are not physically connected to each other or to Sea Robin’s current
system, there are limited operational or service inter-relationships that might favor the
use of a system rate as compared to an incremental rate.

100. SeaRobin has raised no evidence to rebut the Commission’ s presumption that
non-integrated, stand-alone projects should be priced incrementally based on the costs of
the facilities. In Colorado Interstate Gas Co.,* the Commission rejected the argument
that the Commission’s pricing policy requires a pipeline to charge its existing rates when
the incremental rateislessthan itsexisting rate. In that case, the Commission explained
that the use of existing ratesis only appropriate “to the extent the new facilities are found
to be integrated with the pipeline’s existing system.”®” Similarly, using Sea Robin’ s rates
on the facilities to be acquired is not appropriate given the disconnected nature of the
facilities.

101. For these reasons, the Commission rejects Sea Robin’s proposal to useits
currently effective system rates asinitial rates for services on the acquired facilities.
Accordingly, the Commission will require Sea Robin to establish incremental initial
maximum recourse rates for services over the Vermilion and Terrebonne Systems that are
based on the combined cost of service of both the Vermilion and Terrebonne systems.
Theinitia incremental rates will provide Sea Robin an opportunity to recover its
incremental cost of service, while ensuring that existing customers on the facilities to be
transferred will not be unduly impacted, as they will be charged rates based upon the
costs of providing service over those facilities.

102. The Commission also believes that a pre-determination of rolled-in ratesis not
appropriate in this case, where the facilities to be acquired are not physically connected to

8 122 FERC {61,256 (2008) (Colorado Interstate).

871d 62,471.
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Sea Robin’ s existing facilities.®® Applying Sea Robin’s system rate to Trunkline's
existing shippers would result in those customers paying arate established to recover
costs which do not appear to be related to the service they are receiving. The
Commission finds that incremental rates based on the costs of the jurisdictional
Vermilion and Terrebonne system facilities are appropriate initial rates for the Trunkline
facilities Sea Robin is acquiring. The Commission notes its rejection of Sea Robin’s
request for pre-determination of rolled-in rates is without prejudice to Sea Robin
proposing and fully supporting such a proposal in its next NGA section 4 proceeding.

103. Below, the Commission discusses the various aspects of the rate base, cost of
service, billing determinants and rate design that must underlie the incremental initial
rates.

b. Rate Base

104. SeaRobin's proposed rate base is based on Trunkline' s books and records as of
March 31, 2011, and includes: (1) $380,222,074 of gross plant; (2) $292,507,749 of
accumulated depreciation; and (3) accumulated deferred income taxes of $9,739,602, for
arate base of $77,974,723.%° These figures are functionalized as reflected on Trunkline's
books.

105. The Commission found above that certain facilities are not currently used to
provide gathering or transmission services. The Commission will require Sea Robin to
remove the plant costs related to these facilities from its proposed rate base and classify
these facilitiesin Account 121, Nonutility Property. In addition, the Commission also
found that certain facilities to be acquired that are currently functionalized as
transmission actually perform a gathering function. The Commission will require Sea
Robin to refunctionalize its rate base consistent with these findings in its compliance
filing.

106. SeaRobin must, for accounting purposes, classify the facilities identified above as
idlein Account 121 because they are not currently used to provide gathering or
transmission services. In addition, the Commission has determined that certain facilities
currently certificated by Trunkline as transmission facilities are performing a gathering
function. Consistent with Commission precedent, Sea Robin must give these findings
effect for accounting purposes. Sea Robin must refunctionalize the original cost of the

8 See Colorado Interstate, 122 FERC 9 61,256.

# Sea Robin proposes to adjust the numbers to reflect actual book values as of the
date of acquisition.
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facilities from transmission to gathering accounts. Also, Sea Robin must transfer the
accumulated provision for depreciation carried in the account for the refunctionalized
property between functions in accordance with Gas Plant Instruction No. 12 of the
Commission’s Uniform System of Accounts. The amount of accumulated depreciation
associated with the refunctionalized gas plant to transfer between functions must be
detern;oi ned by using the actual recorded amount of accumulated depreciation on a vintage
basis.

C. Cost of Service

107. SeaRobin presented an illustrative cost of service for the acquired facilities as
part of its cost and revenue study.®* The applicants state that the cost of serviceis
$18,608,924% and is composed of: (1) Operation and Maintenance (O& M) expenses
of $4,284,638; (2) Administrative and General (A& G) expenses of $2,847,844;

(3) Depreciation expense of $3,989,844; (4) Other Taxes of $150,355; (5) Return on Rate
Base of $7,345,219; (6) State Income Taxes of $116,951; (7) Federal Income Taxes of
$2,867,671; and (8) Revenue Creditsof $2,993,598. Sea Robin states that its O& M,
A& G, and revenue credits are based on Trunkline' s books and records. Depreciation
expense, return, and taxes are based on Sea Robin’s values underlying its currently
effectiverates.”® This cost of serviceis based on an overall after tax rate of return of
9.42 percent, a straight line depreciation of 0.80 percent, and a negative salvage rate of
0.25 percent.

108. Inits protest, Apache contends that there is no factual support for the assumptions
embedded in the cost of service associated with the acquired facilities. Itisnot clear to
what assumptions Apache refers. Initial rates are usually based on estimated costs for
facilities not yet in service. In contract, Sea Robin states that it used Trunkline's actual
datafor O&M, A& G, and revenue credits for the 12-month period ending March 31,
2011. Infact, for O&M and A& G expenses, Sea Robin provided all the costs by account
number. The Commission approves Sea Robin’s use of actual costs for O&M, A& G, and
revenue credits as supported and reasonable. Asfor the values used to determine
depreciation expense, return, and taxes, Sea Robin used the values underlying its

% See Transwestern Pipeline Co., 72 FERC 61,085, at n.17 (1995).
% Application at Exhibit N (Revenues-Expenses-Income).
% Application at 22.

%8 Settlement approved in Sea Robin Pipeline Co., LLC, 125 FERC 61,185
(2008), Docket No. RP07-513-000.
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currently effective rates. The Commission has already found these values to be just and
reasonable, and also accepts their use.

109. SeaRobin statesthat its cost of serviceisillustrative. Sea Robin functionalized its
cost of service between transmission and gathering. Consistent with the findingsin this
order, Sea Robin’s compliance filing must remove from the cost of service any costs
attributable to facilities that are not used, and reflect the refunctionalization findings
made above. The Commission expects the compliance cost of service base figuresto be
changed only to reflect rate base adjustments as of the date of acquisition.

d. Throughput and Billing Deter minants

110. Sea Robin proposes usage billing determinants of 43,043,000 Dth for gathering
and 97,352,000 Dth for transmission. Sea Robin states that its proposed billing
determinants reflect average throughput for the first seven months of 2011, ending

July 31, 2011, annualized for the remainder of the year. Sea Robin supported its billing
determinants by filing actual throughput amounts in response to the Commission’s
December 21, 2011 datarequest.** Sea Robin’s actual gathering and transmission
throughput amounts yield 40,773,284 Dth and 91,600,214 Dth, respectively.

111. The Commission reviews billing determinants to ensure that they appropriately
allocate costs and risk. In thisinstance, Sea Robin demonstrated that its estimates were
greater than actual throughput volumes. Thisimplies Sea Robin is accepting the risk of
transporting less than its projections. The Commission believes that Sea Robin’s
methodol ogy for determining its billing determinants is appropriate.

112. SeaRobin projected gathering and transmission billing determinants. The
Commission has made findings, however, that changed the functionalization of certain
facilities. In response to data requests from the Commission, the applicants provided
aternate versions of Page 1 of Exhibit N showing actual offshore throughput data by
receipt point for a 12-month period ending December 31, 2011.* These explanations
and data support Sea Robin’s proposed billing determinants used in Exhibit N to
calculate revenues. The Commission accepts the method Sea Robin used to derive
gathering and transmission billing determinants, and directs Sea Robin to use the same
methodol ogy for recal culating gathering billing determinants to reflect the Commission’s
functionalization findings.

% See January 20, 2012 supplement to January 11, 2012 response to Request
no. 11 at DR_11 Attachment_11.2.pdf.

%1d.
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e Rate Design

113. SeaRobin has a straight fixed-variable rate design, with itsinterruptible
transportation rate calculated at a 100 percent load factor equivalent of the incremental
firm transportation rate. As discussed above, Sea Robin proposesto apply its system rate
to the acquired facilities. In addition, Sea Robin and Trunkline have gathering rates, and
Sea Robin proposes to continue assessing a gathering rate on transportation utilizing
gathering facilities. While the Commission rejected Sea Robin’s proposed use of its
system rate, the Commission will accept the rate design for calculating initial incremental
rates for the acquired facilities, and its application to both gathering and transportation
rates. Sea Robin’sillustrative incremental costs of service combines the costs of both the
Vermilion and Terrebonne Systems, as do all the supporting cost documentation and
billing determinants. The recalculated initial rates for each service should apply equally
to transportation over either system.

114. Arena, LLOG, and the Producer Coalition request that the Commission require
Sea Robin to calculate incremental rates for transportation over the facilities that are no
higher than Trunkline's currently effective Field Zone rates. The Commission has
already required Sea Robin to recalculate itsinitial maximum recourse rates. The result
may or may not be higher than Trunkline's Field Zonerates. Theinitial ratesto be
established here are based on the acquired facilities' actual and estimated costs, which
Sea Robin is entitled to recover. Trunkline srate design or its rates has no relevance to
how Sea Robin may recover its costs.

f. Compliance Filing

115. SeaRobin’s compliance filing, with actual tariff records reflecting initial recourse
base rates, should include work papersin electronic spread sheet format, including the
formulas. Sea Robin should start with Exhibit N’s costs of service as shown initsfiling,
and show and document any adjustments. The Commission will also require Sea Robin
to keep separate books and records for the facilities.

0. Fuel, L ost and Unaccounted for Gas

116. SeaRobin states that there are no compressors in operation on the acquired
facilities, meaning that there will be no compressor fuel associated with throughput on
thefacilities. Asaresult, Sea Robin proposesinitialy to establish a separate standard
fuel calculation for transportation, which would only include Sea Robin’ s then-effective
lost and unaccounted for gas component, which currently is 0.49 percent. Sea Robin
filed revised pro forma tariff language at section 4.1(b) of its General Terms and
Conditions (GT&C) to reflect the separate calculation for the acquired facilities.

117. ExxonMobil does not protest Sea Robin’'s proposal to separately calculate lost and
unaccounted for gas on the acquired facilities. However, ExxonMobil notes that it has
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protested various aspects of Sea Robin’sfuel, lost and unaccounted for gas calculation
and that the proposed rate of 0.49 percent isin effect subject to refund.*

118. ExxonMobil and the Commission have not identified any of Sea Robin’s proposed
pro forma tariff changes that, if accepted, would compromise the issues raised by
ExxonMobil’sin Docket No. RP11-2148-000. The Commission will approve Sea
Robin’s proposal to create a separate lost and unaccounted-for gas calculation for the
acquired facilities under its existing fuel, lost and unaccounted for gas mechanism. The
existing mechanism contains a true-up mechanism. Thus, Sea Robin’s currently effective
lost and unaccounted for gas rate is acceptable, as any under or over recoveries will be
reconciled in a subsequent GT& C section 4.1(b) filing.

h. Hurricane Sur char ge

119. SeaRobin proposesto apply its existing hurricane surcharge to all customers,
including the shippers on the acquired facilities. That rateis currently $0.1990 per Dth.*’

120. SeaRobin statesthat it established a volumetric hurricane surcharge in order to
recover costs resulting from any hurricane or tropical storm named by the U.S. National
Oceanic and Atmospheric Administration or the U.S. National Weather Service. Sea
Robin states that this Commission-approved tariff mechanism requiresit to assess the
hurricane surcharge on al transportation services provided on its system from October 1,
2009, through September 30, 2013. Sea Robin explains that the hurricane surcharge
appliesto, and is paid in addition to, the rates applicable to such transportation service
gualifying for any rate discount or provided under any negotiated rate agreement. Sea
Robin contends that the Commission has recognized that: (1) system repairs provide a
benefit to all shippers as the shippers benefit from the quick resumption and continued
availability of service;® and (2) the hurricane surcharge most closely matches cost

% Sea Robin Pipeline Co., LLC, 135 FERC 1 61,278 (2011) in Docket No. RP11-
2148-000. This proceeding is still pending before the Commission.

%" Sea Robin Pipeline Company, LLC, FERC NGA Gas Tariff, Third Revised
Volume No. 1, 1. Rate Schedule FTS, Currently Effective Rates, 5.0.0. Section 24
Adjustment.

% Sea Robin Pipeline Co., LLC, 128 FERC 161,286, at P 39 (2009) (Sea
Robin 1), reh’g denied, 130 FERC 161,191 (2010) (finding that “ Sea Robin's incurrence
of [costs related to hurricane damage] benefits its customers by allowing it to resume full
service as quickly as possible following a catastrophic event”).
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Incurrence with cost responsibility by assigning the hurricane damage repair costs to all
of Sea Robin’s customers.”

121. SeaRobin explainsthat since the hurricane surcharge was placed into effect, it has
added throughput from four new connections with producers, which has totaled 9.7 Bcf
through August 2011. Sea Robin states that, as required by its tariff, al new throughput
from these interconnections is subject to the hurricane surcharge. Sea Robin asserts that
the offshore producers, who will be new customers using the facilities, will also realize
the benefit and will assume the generally applicable costs of offshore transportation.

i Protests

122. ERT, the Producer Coalition, LLOG, and Apache contend that shippers using the
Trunkline facilities to be abandoned should not have to pay Sea Robin’s hurricane
surcharge, with is currently $0.1990 per Dth. ERT, the Producer Coalition, LLOG, and
Apache state that the surcharge is predicated on the costs incurred to repair the damage
caused to Sea Robin’ s existing facilities by Hurricane Ike in 2008, and that Trunkline
does not claim that the facilities to be abandoned were similarly damaged by that
hurricane. ERT, the Producer Coalition, and LLOG assert that the gas transported on the
facilitiesto be abandoned will not be delivered into Sea Robin’s existing system, but will
consist of incremental service. ERT states that the immediate effect of applying the
surcharge to Trunkline's current offshore shippersisyet another $15.8 million increase
above their current rates.'®

123. Chevron contends that Sea Robin should be required to take any and all necessary
action in order to immediately fully restore the damaged facilities resulting from the
hurricane.

* Transcontinental Gas Pipe Line Co., 112 FERC 61,170, at P 148 (2005)
(Transcontinental) (“In the post Order No. 636 environment, matching cost incurrence
with cost responsibility as closely as possible helps to ensure that services are priced as
they should be, and furthers the Commission's goal of competition in the industry.”).

100 ERT states that applying the Exhibit N projected annual throughput of
97,352,000 Dth to Sea Robin’s then current $0.1620 per Dth hurricane surcharge
produces an additional $15.8 million in chargesto Trunkline's existing offshore shippers.
ERT further contends that, under the mechanics of Sea Robin’s hurricane surcharge
adjustment mechanism, all other things being equal, the additional throughput derived
from the existing Trunkline offshore shippers should serve, over time, to reduce the unit
surcharge. ERT notes that the immediate impact, however, is as described above.
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i. Applicants Response

124. Sea Robin contends that in its hurricane surcharge proceeding, the Administrative
Law Judge (ALJ) found that “every party that uses the pipeline’ s services should sharein
the additional payment of this emergency cost” and ruled that “all shippers should be
required to pay the hurricane surcharge.”*® Sea Robin also asserts that the protestors are
anal ogous to shippers on the four new interconnects that it added after Hurricane Ike,
who pay the hurricane surcharge, but were not customers at the time that the damage to
Sea Robin’s system occurred.

125. Inresponse to Chevron's request that Sea Robin be required to immediately fully
restore the damaged facilities resulting from the hurricane, Sea Robin states that it has
already restored its system, and that its ability to restore service isrelated to its financial
ability to deal with unplanned system outages, which its hurricane surcharge is designed
to recover.

. Commission Deter mination

126. Sea Robin contends that the Commission has recognized that system repairs
provide a benefit to all shippers, as the shippers benefit from the quick resumption and
continued availability of service.!® However, in Sea Robin, the Commission also stated
in relevant part that:

To the extent Sea Robin is not recovering in the Hurricane
Surcharge past costs which it incurred solely to provide past
service and instead using the facilities at issue to provide
future service, the hurricane-related costs, asistrue of al
pipeline sinvestments in used and useful facilities, would be
related to all current and future service performed using the
relevant facilities.'®®

127. Whilerepairs on Sea Robin’s system provide a benefit to al shippers using the
Sea Robin offshore pipeline in cases where hurricane damage occurred, the system
repairs that underlie the hurricane surcharge were incurred prior to acquisition of the
Vermilion and Terrebonne Systems. Although Sea Robin quotesthe ALJ sfindingsin

101 5eq Robin Pipeline Co. LLC, 133 FERC {63,009, at P 196 (2010).
192 5e3 Robin 11, 128 FERC 61,286 at P 39.

19314, at P 43 (emphasis added).
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Sea Robin’ s hurricane surcharge proceeding to the effect that al shippers should pay the
surcharge, the only system and customers at issue were Sea Robin’s current system and
customers. Whether the hurricane surcharge should apply to future customers located on
facilities that were not part of Sea Robin at the time of the hearing was not an issue in the
hearing.

128. Sea Robin contends that, consistent with Commission policy, the hurricane
surcharge most closely matches cost incurrence with cost responsibility by assigning the
hurricane damage repair costs to all of Sea Robin’s customers.’® Sea Robin also
contends that the protestors are analogous to shippers on the four new interconnects that
Sea Robin added after Hurricane ke, who pay the hurricane surcharge, but were not
customers at the time that the damage to Sea Robin’s system occurred. The Commission
does not agree. While any new shipper using the Sea Robin offshore pipeline where
hurricane damage occurred should have to share in the hurricane surcharge, imposing the
hurricane surcharge on Vermilion and Terrebonne customers, who receive service on
physically separate facilities, for past hurricane damage provides no benefit for the new
customer on the acquired facilities. Neither Trunkline nor Sea Robin has incurred any
hurricane damage on the Vermilion and Terrebone systems.

129. Accordingly, the Commission finds that Sea Robin may not impose its existing
hurricane surcharge on the existing and new customers on the Vermilion and Terrebonne
Systems to recover costs from past hurricane damage on the Sea Robin system.
However, Sea Robin may file to recover new eligible costs resulting from future
hurricane damage to the facilities. In addition, thisfinding is without prejudice to Sea
Robin proposing in afuture NGA section 4 proceeding to apply the hurricane surcharge
to al of its customers.

I Tariff | ssues

I. Trunklin€ s Proposed Tariff Changes

130. Trunkline proposes to cancel Rate Schedule FFZ, its Flexible Field Zone
transportation service, because Trunkline will no longer own offshore facilities.'®
Trunkline states that there are no Trunkline shippers with an executed Rate Schedule FFZ

1% Transcontinental, 112 FERC 161,170 at P 148.

1% Trunkline states that service under Rate Schedule FFZ is available to any
shipper who makes a commitment to deliver into and transport through Trunkline's
pipeline facilities gas produced and attributable to leasehold interests in specifically
identified Outer Continental Shelf (OCS) Fields.
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service agreement. Trunkline also states that, should a shipper with gas volumes on the
facilities desire this form of transportation service, Sea Robin can provide similar service
under Rate Schedule FTS-2.

131. Trunkline asserts that none of its shippers have firm transportation service
exclusively on the offshore facilities, so that it will not need to terminate any firm service
agreements as a result of the proposed abandonment. Trunkline aversthat it will amend
Its existing firm service agreements with offshore primary receipt points to redesignate
the offshore primary receipt points to corresponding Onshore Custody Transfer Meters.
Trunkline maintains that once the transfer has been finalized, Sea Robin’ s shippers will
use Sea Robin’s existing Rate Schedules for the transportation of gas originating from the
Vermilion and/or Terrebonne Systems to onshore delivery points near Kaplan or
Patterson, Louisiana, respectively.

132. Finally, Trunkline proposesto: (1) make miscellaneous tariff changes related to
the cancellation of Rate Schedule FFZ; (2) revise Field Zone and system maps to reflect
removal of the offshore facilities; and (3) remove processing provisions related to
offshore gas.

133. The Commission accepts Trunkline's pro forma tariff records in Exhibit X to
Trunkline's application. Trunkline must submit actual tariff records that comply with

the requirements contained in the body of this order no less than 30 days, or more than

60 days, prior to the commencement of service. Trunkline must comply with the
Commission’s electronic filing requirements set forth in Order No. 714'® and Part 154 of
the Commission’s regul ations.*®’

i. Sea Robin’s Proposed Tariff Changes

134. Sea Robin proposes to establish a separate standard fuel calculation for
transportation on the facilities to be acquired, which Sea Robin states would only include
Sea Robin’ s then-effective lost and unaccounted for gas component (i.e., 0.49 percent.)
Sea Robin asserts that there would be no fuel associated with the throughput, since no
compression is currently operated in the transportation of natural gas through the
facilities because of the current level of throughput.

135. SeaRobin states that after the acquisition of the facilities, its system will have
three separate physical legs. Becauseit will not offer service by displacement, Sea Robin

198 Electronic Tariff Filings, Order No. 714, FERC Stats. & Regs. 131,276 (2008).

718 C.F.R. § 154.4 (2011).



Docket No. CP12-5-000 -46-

proposes to clarify the character of service in section 2 of each of its three transportation
rate schedules to require that the receipt points and delivery points specified in the service
agreement must be physically connected.

136. Sea Robin also proposes to expand section 12 of the GT& C of its tariff pertaining
to gas quality to incorporate provisions currently included in Trunkline' s tariff.
Specifically, Sea Robin proposes to increase the maximum heating value to 1,200 total
British Thermal Units per cubic foot, and add a provision that dehydration onshore can be
substituted for processing.

137. SeaRobin further proposes to add generic language that shippers have the right to
their retrograde condensate and are responsible for replacement of athermally equivalent
guantity of the retrograde condensate.

138. In GT&C section 12.4(e), Sea Robin proposes to include language, which Sea
Robin statesis similar to that set out in Trunkline' stariff (and which Trunkline proposes
to delete in the instant filing), that Sea Robin or its designee will provide separation
services on areasonable basis.

139. Finally, Sea Robin proposes to make miscellaneous tariff changes to reflect the
additional facilities on the preliminary statement, tariff maps, gathering and pipeline
system definitionsin GT& C section 1, and the spot price calculation used for cashing out
in GT& C section 6.4(d).

140. The Commission accepts Sea Robin’s pro forma tariff recordsin Exhibit P to Sea
Robin’s application, subject to the conditions discussed below. Sea Robin must submit
actual tariff records that comply with the requirements contained in the body of this order
no less than 30 days, or more than 60 days, prior to the commencement of service. Sea
Robin must also comply with the Commission’s electronic filing requirements set forth in
Order No. 714'® and Part 154 of the Commission’s regulations.*®

141. ERT and Apache object to certain of the proposed tariff changesin Sea Robin's
tariff.

198 Electronic Tariff Filings, Order No. 714, FERC Stats. & Regs. 131,276 (2008).

%18 C.F.R. § 154.4 (2011).
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. Sea Robin’s Processing Election

142. Insection 12.4(b) of the GT&C of the tariff, Sea Robin proposes to revise the
processing el ection from amonthly to an annual election. Apache contends that Sea
Robin has provided no rationale for eliminating the current flexibility, which allows
producers to adjust to changing market conditions on areal time basis.

143. SeaRobin states that the change to annual processing elections from monthly
electionsisjustified because it will result in administrative efficiencies for the producers,
shippers, and the pipeline, given the number of processing options on the Terrebonne
&lstem.llo

144. Staff’s December 21, 2011 data request asked how Sea Robin’ s processing
election revision will affect the shippers on Trunkline's offshore facilities as well as Sea
Robin’s existing shippers. The data request also asked the applicants to explain why this
and any other proposed modifications to GT& C do not require a section 4 filing to
implement.

145. Intheir response to a data request,*** Sea Robin contends that the proposed
revision in GT& C section 12.4(b) implements the same provision from Trunkline's
currently effective tariff and, as such, shippers on the facilities to be abandoned will be
unaffected by the revision. Sea Robin also contends that existing shippers may benefit
from the revisions through improved administrative efficiency as they will be able to
confirm their processing elections annually, rather than monthly. Sea Robin asserts that
subsequent to certificate authorization of the requested tariff revision, Sea Robin will file
asection 4 tariff filing to effectuate the requested revision.

146. The Commission finds that shippers on the facilities to be abandoned will be
unaffected by Sea Robin’s proposed revision to the processing election provision in
GT&C section 12.4(b), since it is the same processing el ection provision currently in
place for these shippers under GT& C section 13.2 of Trunkline's currently effective
tariff. Inaddition, the processing election is controlled by the producers and the annual
election allows Sea Robin to establish operations to serve the requests on aregular basis
and avoid repetitive and unnecessary elections. However, Sea Robin’s proposed revision
to the processing election provision in GT& C section 12.4(b) appears to take away
flexibility for Sea Robin’s existing shippers, since Sea Robin’s existing shippers would
be limited to making a processing election on an annual basis. Thus, the Commission

10 Applicants November 23, 2011 Answer at 13.

11 See January 11, 2012 response to Request no. 23.



Docket No. CP12-5-000 -48-

will accept Sea Robin’srevision of GT& C section 12.4(b), subject to Sea Robin
explicitly stating that Sea Robin’s annual processing election provision applies only to
the Trunkline shippers on the facilities being acquired by Sea Robin and not to Sea
Robin’ s existing shippers.

147. Insection 12.4(c) of its GT& C, Sea Robin proposes to incorporate an additional
provision from Trunkline' s tariff that will allow Sea Robin to: (1) process a shipper’s gas
in the event that the shipper has elected to process but does not; (2) invoice the shipper
for the costs of such processing; and (3) dispose of the processing products. Apache
advocates that Sea Robin should clarify the tariff language so that the pipeline will keep
the shipper whole on athermally equivalent basis, if the pipeline processes the shipper’s
gas.

148. Initsanswer, Sea Robin comments that it will keep the shipper whole on a
thermal1 I132/ equivalent basis, just as a shipper on the Trunkline system is currently kept
whole.

149. Based on Sea Robin’s comments, the Commission will require Sea Robin, when it
submitsits actua tariff filing, to revise GT& C section 12.4(c) to clarify that the shipper
will be kept whole on athermally equivalent basis, if Sea Robin processes a shipper’s
gas.

V. Conclusion

150. At ahearing held on June 21, 2012, the Commission on its own motion received
and made a part of the record in this proceeding al evidence, including the
applications(s), as supplemented, and exhibits thereto, submitted in support of the
authorizations sought herein, and upon consideration of the record,

The Commission orders:

(A)  Permission for and approval of the abandonment by Trunkline of the
facilities as described above and in the application as supplemented by sale to Sea Robin
Is granted.

(B)  Trunkline shall notify the Commission within10 days of the date[s] of the
abandonment of facilities as authorized by this order. Trunkline shall complete the
authorized abandonments within one year from the date of this order.

112 Id
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(C) Thefacilitiesfound herein to have a primary function of gathering are
exempt from the Commission’ sjurisdiction under NGA section 1(b).

(D) A certificate of public convenience and necessity isissued to Sea Robin
under section 7 of the NGA to acquire and operate the facilities determined herein to be
jurisdictional transmission facilities under the NGA.

(E) Thecertificate issued in Ordering Paragraph (D) is conditioned upon Sea
Robin’s compliance with all applicable Commission regulations under the Natural Gas
Act, particularly the general terms and conditions set forth in Parts 154, 157 and 284, and
paragraphs (a), (d), and (e) of section 157.20 of the regulations.

(F)  SeaRobin and Trunkline must each submit actual tariff records that comply
with the requirements contained in the body of this order no less than 30 days or more
than 60 days prior to the commencement of service.

(G) The Commission denies Sea Robin’s request for a pre-determination of
rolled-in rate treatment for the facilities.

(H) SeaRobinisrequired, as part of itsinitia rate compliance filing, to:

(1) functionalize the costs of service related to the facilities, as discussed
in the body of this order;

(2) removethe costs of servicerelated to the facilitiesidentified in the
body of thisorder asidle from its cost of service recoverable through its
jurisdictional services; and

(3 refunctionalize its rate base consistent with the findings in this order.

()  SeaRobin shall establish and file, within 60 days of the issuance of this
order, incremental, initial rates for services on the acquired facilities including supporting
work papers in accordance with the discussion in the body of this order.

(J)  TheCommission is not certificating non-jurisdictional gathering facilities,
or unutilized facilities as determined and described in this order.

(K) SeaRobinisrequired, as part of its compliance filing, to modify itstariff to
provide that existing and new customers on the Vermilion and Terrebonne Systems are
not required to pay Sea Robin’s existing hurricane surcharge for hurricane related
damages that occurred on Sea Robin’s system prior to Sea Robin’s acquisition of the
Vermilion and Terrebonne Systems from Trunkline.

(L) SeaRobin shall revise GT& C section 12.4(c) to clarify that the shipper will
be kept whole on athermally equivalent basis if Sea Robin processes a shipper’s gas.
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(M)  SeaRobin and Trunkline must comply with the Commission’s electronic
filing requirements set forth in Order No. 714 and Part 154 of the Commission’s
regulations.

(N)  Trunkline and Sea Robin must account for the transaction in accordance
with Gas Plant Instruction No. 5 and Account 102, Gas Plant Purchased or Sold, of the
Uniform System of Accounts and file their final journal entriesto clear Account 102, Gas
Plant Purchased or Sold, no later than six months after the completion of the transaction.
The accounting submission must provide all the accounting entries related to the transfer,
along with narrative explanations describing the basis for the entries.

By the Commission. Commissioner Clark voting present.

(SEAL)

Kimberly D. Bose,
Secretary.
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Appendix
I nterventions

Ameren Illinois Company
Apache Corporation
Arena Energy, LP
Calpine Energy Services, L.P.

Century Exploration New Orleans, LLC, Dynamic Offshore Resources, LLC, Energy
XX (Bermuda) Ltd., Hilcorp Energy Company, Inc, McMoRan Oil & GasLLC, Pisces
Energy LLC, and W& T Offshore, Inc.

Chevron U.S.A. Inc.

Energy Resource Technology GOM, Inc.

ExxonMobil Gas & Power Marketing Company
Hess Corporation
LLOG Exploration Company, L.L.C.

MemphisLight, Gas & Water Division
NJR Energy Services Company
ProLiance Energy, LLC
Stingray Pipeline Company, L.L.C.

Tennessee Valley Authority
Union Electric Company d/b/a Ameren Missouri
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