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Cost-of-Servlce Reoortlnu and 
Fillnu Reouirements for Oil PiDellnes 

Order No. 571-A 
FERC Stats & Regs. [Regs. Preambles, 1991-1996] ~ 31,012 

~j~_~, A~soclatlon of Oil Pipe Lines v. FERC, 
83 F.3d 1424 (D.C. Cir. 1996) 

(1994) 

In Order No. 571-A, the Commission affirmed its authority 
under Section 12 of the Interstate Commerce Act to require a 
pipeline Uo demonstrate that it meets the threshold teet 
specified in Order No. 561 in order to charge cost-of-service 
rates. The Order also rejected a claim that it imposed unduly 
burdensome initial filing requirements for cost-of-servlce rates. 
The commission further denied a claim that its requirements for 
page 700 of Form 6 were unduly burdensome. However, the 
depreciation study requirements were slightly altered so as to 
protect the confidentiality of certain types of shipper 
information. 
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Cost-of-Servlce Reoortlnu and 
Fillnu Reuuirements for O11 Pinellnes 

Order No. 571-A 
FERC Stats & Rags. [Rags. Preambles, 1991-1996] ~ 31,012 

affixed, Association of Oil Pioe Lines v. FERC, 
83 F.3d 1424 (D.C. cir. 1996) 

(1994) 

In Order No. 571-A, the Commission affirmed its authority 
under Section 12 of the Interstate Commerce Act to require a 
plpeline to demonstrate that it meets the threshold test 
epecifled in Order No. 561 in order to charge cost-of-servlce 
rates. The Order also rejected a clalm that it imposed unduly 
burdensome initial fillng requirements for cost-of-service rates. 
The Commission further denied a claim that its requirements for 
page 700 of Form 6 were unduly burdensome. However, the 
depreciation study requirements were sllghtly altered so as to 
protect the confidentlality of certain types of shipper 
information. 
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C o s t - o f - S e r v i c e  ReDo~c ina  and 
F i l i n a  R e o u l r e m s n t s  f o r  O i l  P i p e l i n e s  

Order No. 571-A 
Order on Rehearing and Clarification 

FERC Stats.& Regs. [Regs. Preambles, 1991-1996] ~ 31,012 
affixal, Association of Oil Pipe Lines v. FERC, 

83 F.3d 1424 (D.C. Cir. 1996) 

(1994) 
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ff31,o121 
60 F.R. ~ r J u u ~  4. lg~q) 

18 C F R  lhu ' t  147 

[ D o c ~  No.  ~M84.-~,.e01] 

R.quU'.m.  lot OU PlpeUn  Ord.r 

( l a m ~  De~mb~" 28° 1994) 

A G K N C Y :  Federal Enersy  l~egulate~ 
Commi~on.  

A C T I O N :  Fires| ru/e: Order on rehe~fir~ 
and ctarificatimL 
8UIhf I~ARy:  The Fedend Enerl~r Resu- 
la tmy Commission in rullns o~ a request 
for mheerin8 ia making a minm chanSe to 
its reSuinticm that provide ~ rdins 
requirements for oll plpeline~ seekln8 to 
establish new or chanlp~ depreciation 
rates, and clarifying Order No. 571, is- 
sued October 26, 1994. The clumSe is to 
ensure ths t  the information provided is in 
a format tha t  will protect individual ship- 
pets. 
BI~TJ.~FIVK DARK: The amendment 
to the regulatkm ~ effective January t, 
1995. 
FOR P U R T H B R  I N F O R M A T I O N  
CONTACT:  Harris S. Wood, Office of 
the General  Counsel, Federal  Enersy  
l~guintory Commlnion, 825 North Capi- 
t~l Street, NE., WuMnston ,  DC 20426, 
(2C2) 20S-0~4. 
8 U P P L B M B N T A R Y  I N F O R M A -  
' l I O N :  In edditioa to publ i~ ins  the full 
text of this document in the Federal Rel-  
Jater, the Commisei~ also provides all 
i~terelted perlo~ sn oppoctunlty to in- 
spect or copy the omtents  of this doru- 
meat  during normal bualneu hours in 
Romn 3104, 941 North Capitol Street, 
NE., Wuh~Sum, DC 2O426. 

The Cammmlon Iw~mce P c ~ S  S~- 
tern (C13>S), -,, ekcCrodic bulletin board 
service, provides acce~  to the texts of 
fro'real documents issued by the Commis- 

CIPS is availa1~e st no charse to the 
umf and may be accsesed usin8 a per- 
~ |  computer with s m~lem by dialing 
(~) 2GS-13W. To access CXPS, set your 
commun ica t i ons  sof tware  to 19200,  
14400, 12000, 9600, 7200, 4800, 2400, 
1200 or 300 bps, full duplex, no l~fi ty,  8 
da ta  bits, and 1 stop bit.. The full text of 
th/s document w/II be a ~  on CI]~S 
for 60 days from the date of iuusnce  in 
ASCII and Wo~lPerfect 5.! format. After 
60  days the de~unent  will be srchived, 
but  still ~ } e .  The ce~pilete re** on 
diskette in Wccdperfect f~t may 
be purchsesd fmm the Commiaoion's copy 
contractm, La  Dora S ~ e n u  Corix~t ion,  
shin located in R m m  3104, 941 North 
Cap/toi  Street, NE.,  W u h i n s t o u ,  DC~ 
20426. 

Befm'e Commimio~s :  Elisabeth Anne 
Maler, Cha~, V'~.~, ~ Bailey, James J. 
Hoecker, William L. Mamey, and Donald 
F. ~nm,  Jr. 

¶ 31,012 
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O r d ~  e a  R e l m a r i ~  and CinrLq~t ie~ 
(Issued December 28, 1994) 

On October 28, 1994, the Federal En- 
ergy l~suiatory Commi~ion (Commis- 
sion) issued Order No. 571, in which it 
established fUins requirements for cmt-of- 
service rate fitinss for oil pipelines; filing 
requirements for oil pipelines seeking to 
establish new or changed depreciation 
rates; and new tnd  revised I ~ e J  of 
FERC Form No. 6, Annual Report for Oil 
Pipelines. 1 On November 28, 1994, the 
Associatim of Oil Pipe Lines (AOPL) 
filed a request for rehearing and chtrifica. 
tion of Order No. 571. As discussed below, 
the C ~ o n  clarifies Order No. 571, 
and 8~ants in pert and denies in part 
AOPL's request for rebeartng. 

IMaeumtea 

A. AOPL arSue* that the Cemmi~ion 
cannot prascrlbe initial f'ding require- 
ments for coat-of4orvice rates in ezce~ o4" 
requirements specified in Section 6 of the 
Interstate Commerce Act (ICA). z Section 
6(3) provides that a carrier must file a 
notice of rate change "which shall plainly 
state the chan&~ propmed to be made in 
the ~beduie then in force and the time 
when the ~ rates ... will go into 
effect; and the p ~  changes shall be 
shown by printing new schedules .... " 
These requirements of Section 6(3) are 
preserved intact in sections 346.1(a) and 
(b) of the rnguiations adopted by the 
Commission in Order No. 571. 3 Thus, 
AOPL's dispute is with section 346.1(c), 
which requires that an e/l pipeline file 
statements and supporting workimpers to 
make an Opinion No. 154-B cost-of-ser- 
vice showing as set forth in section 3462, 
on the hasia that theme reqtdrelnents go 
beyond the limiting prevlslona of section 

As the C o ~  explained in Order 
No~ 571, the requirement that a pipeline 
f'de these statements and workpapers is 
justified, not by the fding of info~ation 
u a l~trt of a notice of rate change, but 
by the requirement of Order No. S614 
that the oil pipeline meet the thresh~l 
test of demonstrating a substantial diver- 
sence between rates at the indexed ceiling 
level and the pipeline's cost of service. 
Rather than a "filing requirement" for a 
notice of rate chan~,  the statements and 
workpapen must be f'ded to demonstrate 
that the pipeline is entitled to change 
rates on a cmt.of-service basis as an ex- 
ception to changing rates under the index- 
ins methedoleey. The Commission relied 
on section 12 of the ICA as the statutory 
authority for requiring • pipeline to 
demonstrate thst  it meets the threshold 
test specified in Order No. 561) AOPL 
argues, however, that section 6 estab- 
lishas initial ~ requirements for a rate 
change and thus bars the Cmnmission 
from requirinl the threshold filings at is- 
sue here. The Commi~on diutsreet. 

Contrary to AOPL's amtention, section 
6(3) of the ICA is not a limitation on the 
Commiseion's authority to establish ini- 
tial filing requirements but is rather no 
more than a speclficat/m of the form that 
a notice of a propmed c lum~ in rates 
must take. Thus, the Commission's re- 
quicements in section M6.1(c) ~re not 
c ~ t r a r y  to the ICA. Moreover, the Com- 
mission here affirm~ its view that section 
12(I) ~fers on the Commission bread 
powers to resuiate the transportation of 
oil by pipeline, includlns throe that 
AOPL claims are precluded by section 
6(3), and thus authorizes the Commission 
to •stablish reasonable filing require. 
merits for • cmt-M-service rate change 
propmal, e 

*Ceet-ef-Service l~pm~lnS tad Filing Re- 
qul~ments for Oil Pipelines, Order No. 571, 59 
FR 59137 (Now.robin 16. 1994), FZRC S t s w ~  

e ~ u ~ m ~  131,006 (1994). 

z 49 App. U.S.C. 1 (I~S). 

3See 18 CFR 342.1(a) and (b), tolx effective 
January 1,199S. 

4 Reviatmw to OU Pipeli~ l~lMulatloes Ptmm- 
ant to the EnerSy Pdicy Act, Older No. 561, 58 
FR ~ November 4, 1993), FERC ~ t u t m  
~ Rem~u~m | 30,9S5 ( 1 ~ ) ,  ader on reh'S 
and clarification, Order No. 561-A, 59 FR 44~t3 
Ausmt 8, 1994), FERC ,%stuUB and ltelukt. 
~m* 1 31,000 (15~t). These ~ s~e ktntly 

¶ 31,012 

referred to as '~3rder No. 561," unless the text 
clearly speclfi~ ~ .  

Section 12 provider in m t ~  part, that 
"The C ~  may obtain fnma such carrtent 
... such information as the C o n ~  deems 

to carry out the pvovis/em of this 
chapter.... The C o m m i m  iJ 8uthodxed and 
n~qui~ to esecute the provitiem of this chap- 
u~.... 

6 Sectim 12(1) oi the IC.A as it existed on 
1, 1977, 8ovm'ns the authority and du- 

. ties o~ the Comm/~m. See also 49 U~.C. 
IQ321(s) which by Public Law 9'~473, (kL 17, 
1978, 92 Stat. 1337, codified and ~ a t e d  in 

FsdwM Eawlff kddMIme 
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on this first specification er- 
r ~  is ~ e t ~ e  denied. 

K AOPL's second spmdficat/on of e n ~ ,  
that the Commi~k~ i m p e ~  unduly bur- 
denmme initial finns requirements for 
coet-of4ervtce.b•aed rates, is Ukewi~ 
without merit. AOPL claims that  the 
C .o mmin i~  by Impor i~  tny  fllins re- 
qu/rem~t~, isnomt its comments nqpud- 
ing the resulting burden that pipeline. 
would have to bear. AOPL% pee/tinn, 
however, is b,u,od on the l~.mise, niready 
rejected, that section 6(3) ~ any ini t ial  
flUns requirement~ Thus, the thrust of 
AOPL's argument is that any initial ill- 
in~ requirement other than a mere noUce 
of the rate chanSe ~ rqardlem of 
what it might be, is too burdensome for 
pipelines to ~ .  The Commis~on dis- 
qrees .  The Cemmi~inn receenises that 
there is a ~ burden for pipelines that 
seek to opt out of i n d e z ~ .  However, be- 
cause l n d e x ~  is the C c ~ n ~ ' s  pre- 
en'bed, generally applical~ mmmakins 
m e ~ ,  the Cemmi~ee has con- 
clud~l that a pipeline must ss a 
matter justify sn e~eotlm to that meth- 
odolMy when it film for c~et..M-service 
rates. As described earlier, i t  is well 
within the Commission's bread resulatory 
powen to determine how an etl pipeline is 
to secure p e ~  to chsrse rotes be~ed 
m s method that deviates from the lener- 
• lly appiicsble method. 

Conmwy to AOPL's claims, the Com- 
mission has required ouly that data nece~ 
tory for • pipeline to show whether there 
is a substantial diveraence between its 
cost of service and revenue* st the index 
ceiling rate and thus wheth~ it warrants 
an e.,~eption to inde=i~. In fact, the 
~ chine not to require ce~udn 
other addlUmml data. For example, it did 
not require a fd/ng of individual petnt-to- 
petnt cmt.of4ervi~ calculations in the 

~eetmte C~enued) 

comprehensive form, without substantive 
chsnse, the material part d ~ctSon 12(I). Sec- 

10~1( • )  prm, ide~ 
The Intemt~t~ Cemmm~ Cammimkm ehsll 

carry out th/s mbt/t~ Eaumsmtlm ~ a pow~ 
o~ the ~ In thls s~tIUe dem mt  u .  
clude saetb~ ~ the Cammlsslm may hays 
In utrtyla~ eut thls subtiOe. The ~ 
m y  ixmez/be rqulaUem in carryiM out Uds 
subUUe. 

7 Order N~ $71, m/meo st p. 11. 
s 42 U.S.C 7172 ~ OV~ Supp. 19~3). 

initial filing of notices of rate change, 
that the burden of such a 

requirement mmkl not be jus~.iflod, l~r- 
Ucularly since the init ial f i l ing need only 
show that there is a substantial diver- 
gence between the cem~ of the pipeline, as 
reflected in Statement A, and the reve- 
nues that would be produced by the in- 
dexed ceiling rates, as reflected in 
Statement G / T h u s ,  the Commission was 
not arbitrary in its as~e~ment of mini- 
mum ~ needs but rather carefully I~l- 
• riced the need for threshold information 
Nlninst the burden that fdins require- 
merits could impe~ mt pipelines. 

Rehearing on this tecm~ specificatiml 
of err~ is therefore denied. 

C. AOPL's third specification of error, 
that the Commiasi~ erred in determining 
that new P q e  700 of Fm'm No. 5 would 
impose only a minimal burden on oil pipe- 
lines, is denied. In Order No. 571, the 
Commission explained in detail why it 
believed page 700 of Form No. 6 is neces- 
sary for carrying out its regulatory re- 
spoMibilitins under the ICA and the 
Energy PoUcy Act of 1992. s I t  described 
the benefits to the shippers of having this 
infornmtion available u an init ial "sub- 
sUmtisl diverltence" screen for pipeline 
rate fdinSs, and as a means of testing the 
performance of the index when compared 
to individual indexed rates. 9 Nothing in 
AOPL's request fm rebearins persuades 
the Commhmion to modify its require- 
merits for peSe ~ 0 .  

I t  is cm're~ that if v i ew~  in isolation, 
the inclusion of Palle 700 in the Fo~n No. 
6 would increase the repotting burden on 
oll pipelines. However, viewed as • whole, 
Order No. 571 will reduce the overall in- 
dividuni oil pipeline reporting burden, 
since i t  reduces or eliminates many of the 
other reportins requirements formerly in 
the Form No. 6. I° Further, with the over- 

9Ord~ N~ 571, mimeo st  pp. 16-24. 

t°The ~ found, ia OTder N~ 571, 
that "Fhe fired rule will reduce the existh~ 

burden associated wi,h Form N~ 6 by 
~ ~ m ~ d  ! ~ 8  born aanually, ~t an •wr- 
a p  d 11 hou~ I ~  mWm~ hs~d m an e~l. 
mamd 148 req~meL Tt~ est/ma~/ncludea the 
oddlt~n of two new sdndubs, the efimination ot 
mn~81KbeduJu, and lncmt~q the ~eportln8 

for which o/I pipelines mint analyse 
sad report cerU~ dm~" Order N~ 571, mimeo 
st p. 4. 

'IT 31,012 
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all reduction in resulatory burden to be 
accomplished by the use of the indexin8 
m e t h o d ~ ,  the addition of Page 700 as 
• safeguard should cause minimal addi- 
ti~n~l burden, n 

While the initlal computation fog some 
of the compenies which have not per- 
formed the Opinion NO. IM-B calculation 
may be somewhat lengthy and may result 
in an initial, one-time burden for these 
coml~nies because of the need to bfins 
the data forward from 1 ~ 4  to the current 
year, any mitla] burden on making the 
calculations is outweished by the benefits 
of havin¢ the i n f ~ t i o n  available to the 
Commimion to carry out its resulaUx-y 
responsibilities. In sdditioQ, for each year 
subsequent to the initial cmnputatioo, it 
would only be neceuary for • company to 
update the schedules for the most current 
year. Thus, the minimal burden imposed 
In prelxtrins and flilns new ~ 700 is 
ent/roly ju~Hled when compared to the 
benefits to ihippers ~tad the C.ommissl~ 
of hay/n• the information called for by 
this new pege. 

D. The Commission grants rehesrins u 
to AOPL's •]leSaUee that the Commis- 
• ion erred in ~ deprecation study 
requis'emente that  could result in the dis- 
clorure of conf'utenttal shipper infm~a- 
tion in c~travent ion of the ICA. In Order 
No. 571, the Commlssi~ required that an 
oil pipeline that  desires to establish initial 
depreciation rates or to c h s n ~  its ex- 
isUnS deprechttion rates file certain inf. ' -  
marion support ins such • rate.  The 
Commission, in respon~ to comments on 
the Notice of Propeeed Rulemakins 
(NOPR) in this docket, ~ that 
certain information which had been pro- 
pe~ed in the NOPR mlsht lead to such 
disclQsure, and therefore medified the in- 
f o r m t l o e  pmpum  
that the in~ornmtinn required by m~-tton 
347.1(eXvi) of the resulations ~houkl be 
provided in • format that would prevent 
discM~ure of infm~sUon which would vio- 
late the ICA. I t  left to the pipeline the 
specifics of the fo¢~mt to be uesd to pro- 
vide s ~ h  ll~form&ti0sl. I~ ])&oeenw~r,, 
CommiMi~ also ~ted that the I~pe- 

line could request confidential treatment 
of the information it provldes. Is 

It was the Commiss/ee's intent that the 
caveats expressed not he limited to sec- 
tion 347.1(eXvi), but rather apply to all 
the P a n  347 information that w~uid he 
provided by pipelines. Therefore, the reg- 
ulations will he modified to reflect that 
informatim~ required by Part 347 of the 
res~lations, release of which would violate 
Section 15(13) of the ICA, must he pro- 
vided in a format that will protect any 
individual shipper. Mo~over, the generst 
statement in Order No. 571 that the in- 
fro'marion provided w/li he publicly •vail- 
able unless specific confidential  
treatment is sought by the carrier is still 
applicable. 14 

E. Finally, AOPL seeks clarificatio~ re. 
sardins the use of new Page 700 of Form 
No. 6, in particular the slsnificanoe of the 
statement that thl8 schedule would "per- 
mlt • ~ p p e t  to compLre the change in a 
shipper's individual rate with the change 
in the pipeline's average comp, my-wide 
l~rrel-m/le rate. "is AOPL claims such a 
compexlson appears to ten • thipper noth- 
ins cactcernins the justness and reasons- 
bleness of •n  individual  rate.  The 
infa~mation reporxed on Page 700 will 
show how • pipeline's average ben.el-mile 
rate changes from one year to the next. A 
shipper can then COml~re the yearly per- 
cantage change in the average barrel-mite 
rate with the yearly percentage change in 
the rate it is charged to determine 
whether there is • substantial divergence 
between the rate of change in the two 

such as to warrant a challenge to 
an indexed rate. Thus, the Page 700 infor- 
matkm •lone is not intended to show what 
• just and reasm~ble rate should be. 

The Comm/uion order.  

The request for rehesrin8 and chtriflea- 
tiee is sranted in part and denied in pert, 
as reflected in the bedy of th/s order. 

of Subjects in 18 CFR Part 347 

Pipelines, Rep~tins and recordk~pins 
requirements. 

By the Comm~on. 

"A~eedln~ ~ AOPL'* ~wn nu~l~rs, cue- 
talm~ in Attsdxu~nt A to AOPL's cmnmsats 

in this proceedi~ on September 8, 1994, 
the burd~ ~ ~uduc/ns past ~0 *hovm by 
some cmnpsnie* is u smldl u fo~ h o ~  per 

¶ 31,012 

~ Ordm" Ne~ 571, mimoo at p. 34. 

u Id. 

t40rd~ No. $71, m/moo at p. 34. 

z5 Ostler No. 571, mimeo at p. 17. 

Fedmd 8mqff @uJdaJne, 
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