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Letter Order 
n 0  FERC q61,1S5 (200~3 

Plains Pipeline, L.P. filed a tariffsupplement to unbtmdle its previous rate into 
three rate components: 1) mainline trampormfion, 2) gathering, and 3) truck unloading. 

Inasmuch as the unbundled rates provided that the shippers would pay less, undeT 
all possible transportation scemu'ios, than what they are paying under the current tariffs, 
and the proposed chanses will not prevem shippers from continui~ to move crude as 
they had in the past, the Commission accepted the filing. The Commimon conditioned 
its acceptance upon Plains' complying with the Commission's indexing methodology, 
such that the overall cost to shippers under Plains' u~bundled rates must not exceed the 
effective ceiling levels of its exh;lin8 bundled rates for similar movements. 
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COMM-OPINION-ORDER, 110 FERC 161,185, Plains Pipeline, LP., Docket No. IS05-135-000, (February 25, 
200S) 

© 2005, CCH INCORPORATED. All Rights Reserved. A WoltorsKluwer Company 

Plains Pipeline, L.P., Docket No. IS05-135-000 

[61,668] 

[1161,188] 

Plains Pipeline, LP., Docket No. IS05-135-000 

Lettor Order 

(issued February 25, 2005) 

By direction of the Commission: Magalla R. 8alas, Secretary. 

Reference: Plains Pipeline, L.P. Supplement No. 3 to FERC No. 42 

1. On January 25, 2005, Plains Pipeline, L.P. (Plains) filed its Supplement No. 3 to its Rate Schedule FERC 
No. 42. Plains requested its proposed tariff become e f f e c ~  February 1, 2005. Continental Resources, Inc. 
(Continental), an oll production company operating throughout the Rocky Mountain, Mid-Continent and Guff Coast 
regions of the United States, filed a protest and rno6on to reject the Plains fling on February 10, 2005. For the 
masons appearing below, we conditionally accept the filing eff~:tive Fedrua~/1, 2005, as proposed. This 
acceptance benefits the public because it reduces mtas for transporting crude oil on Plains. 

2. As stated in the letter accompanying the tariff filing, Supldement No. 3 to FERC No. 42 breaks down the 
mainline shipping c ~  to Baker, Montana, into three rate components: (1) mainline transpodatlon; (2) 
gathering; and, (3) truck unloading. Plains states its I ~  lowers overall shipping charges to the shipper. In 
addition, Plains proposes to establish senflce~ and ratas at two origin points, ELOB Junction and Marmath 
Station, and submits an affidavit atta~ing that these newly established services arid rates have been agreed to by 
at least one non-affiliated shipper. Plains requests special pecrnission to file this tariff publication on less ~an 30 
days notice, in order to fulfill a shipper's request. 

3. As mentioned above, on Felxuary 10, 2005, Continental tiled a protest, ~ for intervention and motion 
for rejection of Plains' tariff filing. Continental contends that Plains' attempts to disguise the creation of a 
substantial number of new initial rates in S ~ t  No.3. Continental also contends that Plains inappropriately 
woposes, in Supplement No. 3, to require alt cnJde oil tendered on the Tmnfo~n line at McKenzle and VMIliams 
Counties, North Dakota, and Richland and McCone Counties, Montana, contain a sulfur content of no more than 
0.35 percent by weight. RnsHy, Continental a l ~  that Plains proposes to deduct one-quarter of one pe~eet of 
all crude oll transpoctad on Plains to allegedly cover "evaporation and loss dudng tmnsixxtatk~," without 
providing cnst jus~catJon for this charge. Continental also ¢ontands that, as applied to the Baker pipeline system, 
this evaporation and loss charge is a new rata. 

4. On Febcua~ 15, Plains flied a response to Conlinsntars protest and motion to reject, in which it pointed out 
certain em~s made by Continental in its seeking rejection of Plains' filing. Thereafter, on February 17, 2005, 
Continental filed an answer to Plains' answer, which it a ¢ ~  is not permitted by the Commiuk>n's rules. 
The only new Item contained in ConUnsntars February 15 answer that was not in its ortgimd protest is 
ConUnsntars admission that it had made a mistake as to the compoa~on of the Plains' tariff flltng. Con~ental 
therefore wfdKImws its motion to reject the tariff filing. The rest of this answer appeam to be duplicative of what 
was contained in the IXOtaSL Therefore, Continsntars mo~n to reject is deemed withdrawn. 

5. Plains FERC Tariff No. 42 contains ~ ,  terms and ¢otKlitlons for two pipelines. The Baker line has origin 
points in Harding County, South Dakota; Bowman County, North Dakota; and Fallon County, Montana, and a 
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destination of Baker Station, Fallon County, Montana. The Trenton line has origin points in McKenzie and 
William Counties, North Dakota; and Richland and McCone Counties, Montana, and a destination of Trenton 
Station, Williams County, North Dakota. In its instant submission, Plains proposes rate changes to its Baker line, 
but proposes no rate changes to its Trenton line. 

6. The current and propoc, ed mainline transportation charges are as follows: 

[61,669] 

Currently Effective 
Tariff 

Origin Rate (¢ 
I re,l) 

Proposed Tariff 

O r i g i n  R l t l  (¢ 
/ ~I) 

C u r r e n t  / Pzo1:~eed 

D e s t i n a t i o n  

Harding 
Station 
Harding Co., 
SD 

107.40" Cancelled Cancelled Baker Station 
Fallon County, MT 

Rhame 81.36 ° Rhame 
Station Station 
Bowman Co., Bowman Co, ND 

ND 

46.00 Baker Station 
Fallon County, MT 

Marmath 45.00 
Station, 
Bowman Co., 
ND 

Fallor Co., 59.66" ELOB 34.00 
MT Station, 

Fallon Co., 
MT 

Baker Station 
Fallon County, MT 

Baker 5.00 
Station, 
Fallon Co. MT 

• Currently effective rates are all at their Current Index Ceiling 
Levels. 

7. P~ains propose a truck unloading fee of 7.5 cents per barr~ for all shipments unloaded from tank cam and 
tank buck facilities. In addition, Plains ~ the following gathering charges: 

G a ~  In 

Harding Co., SD 

Bowman Co., ND 

Delivered To Origin Point At 

Rhame Station, Bowman Co., ND 

Rhame Station, Bowman Co., ND 

Rate (¢ / w,.,,Z) 

30,00 

20.00 

h b e cchc e c b  hgh c 
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Bowman Co., ND 

Fallon Co., ND 

Marmarth Station, Bowman Co., 
ND 

ELOB Station, Fallon Co., ND 

I0.00 

I0.00 

In its protest, Continental contends that Plains attempts to establish new tariff rates with the Commission for 
mainline transportation, as well as gathering and truck unloading fees. Continental urges the Commission to 
require Plains to provide cost justification for each new rate and charge that it proposes to implemenL In its tariff 
filing, Plains states that it used the Wovis~ons of Sect~m 342.2(b) of the Commission's regulations to establish 
these new tariff rates. ~ Citing Section 342.2(b), Continental requests that the Commission suspend each of Plains' 
new initial rates ants require Plains to submit cost ~ n  that complies with the Commission's regulatory 
requirements to support them Continental states that it does not believe Plains can cost justify any of the new 
initial rates as the Commission's rules and regulations require, because revenues on Plains have substantially 
increased as a result of throughput increasing approximately 50 percent from January 1, 2004 to the present date. 

8. In its response, Plains states that Exhibit A to the transmittal letter accompanying its tariff makes ctaar that 
al~ of the rates at issue represent significant reductions of the rates that shippers would pay for the identical 
service under the pflor tariff. Plains avers that under the previourdy effective tariff structure, it posted a fiat rate for 
sen/ice from each origin to Baker Station that included a~ ~ necessary to provide transportation between 
those points, including truck unloading and gathering, as required. Plains states ttmt it has restructured its rates in 
two ways: (1) by "unbundling" its rotes; and (2) by lowering all the rates across the board, so that all shippers will 
pay less under the new rate schedule, even if they use all of the services that Plains prevlousJy offered. 

9. Plains contends Continental's request that the Commission suspend the rates at issue would be contrary to 
the interests of shippers, since it would deny them the benefits of the lower rates in the tariff. Plains further 
asserts that a suspen=don would be poinlle~ because Section 15(7) of the Interstate Commerce Act only permits 
the Commission to order refunds of I n ~  rotes. 

10. The Commission finds that Continentars arguments supporting its request for suspension and cost 
justification of Plains' proposed rates are without medt. A review of Plains' submission shows that shippers wltl 
pay ~ for transportation under the proposed unbundled rates than they are curren~ paying under Plain,=' 
effective rates. The folowing table cocapams the cummb'y effective rates to the prof)oasd ~ ~ ~t ~ 
movements of crude petroleum from various origin points in Harding County, South Dakota; Bowman County, 
North Dakota; and Fallon County, Montana to the destination point at Baker Station, Fallon County, Montana. As 
can be seen, a~l possible transportat~ scenarios result in lower rates for shippers under Plains' propo~ and am 
significantly lower than the current rates which are all at their index ceiling levels. 

lel,aT0] 

EEf~tlveTILriff 

Origin Sun~ma~ (¢ 
(¢ TotalRa~ (¢ 

/ ~I) / ~I) 

Harding Co., 

SD 107.40 ° 

Harding 
Station 46.00 

Harding 
Station 46.00 

IPEopom,m,d Tariff 

Trmnmportation(¢ Gathering(¢ TruakUnload 

/ ~z) / ~z) / ~z) 

30.00 7.5 83.5 

30.00 76.0 
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Bowman Co., ND 81.36" 

Rha~e 
Station 46.00 20.00 66.0 

Rhame 

Station 46.00 7.5 53.5 

Marmarth 
Station 45.00 10.00 55.0 

Ma~larth 
Station 45.00 7.5 52.5 

Fallon Co., MT 59.66" 

ELOB 
Junction 34.00 I0.00 44.0 

Baker 
Station 5.00 7.5 12.5 

• Currently effective rates are all at their Current Index 
CeilLng Levels. 

11. Plains points out in its response, that It formerly provided m i c e  from Marmarth Station under the rate for 
the Rhame Station, Bowman County origin, and s i r r ~  provided semite from ELOB Junction under the rate for 
the Fallon County origin. In its protest, Co~nental also notes that the p r o ~  Mannarth Station origin point was 
one of the points at Rhame that Continental used to deliver crude oll into the Baker line. As a result, these two 
origin points represent reductions in the rates of existing sewices, rather than new sendces. 

12. In an SFPPcase, the Commission discussed SFPP's addition of East Hynes as an origin point, concluding 
it was rnemly the addition of a Los Angeles origin station to an existing rate duster, as claimed by SFPP, and that 
it did not involve a change to a rate or service that SFPP already was providing. 2 The Court of Appeals affirmed 
the Commission's conclusions regarding East Hynes. 3 Similarly, we conclude that the new Man-narth Station 
ongtn point belongs lo b~e existing rate Bowman County rate duster, and ELOB Junc~on origin point is part of ~e 
Fallon County, North Dakota rate cluster. As such, Contmentars protest on the basis of these two points being 
Initial rates is moot Also as can be seen in the above table, we note that the ~ ~ ~ M ~  S ~  
and ELOB Junction are below the current Index ceiling levels of their respective rate dusters. 

13. Continental also protests the 5 cents per barrel fee for transportation originating at the Baker Statmn, Fagon 
County to a Baker Station, Fallon County destination. Continental contends this is a pump-over fee in order to 
transfer crude oil from the Plains system into Butte pipeline at Baker, rather than a decrease of Plains' existing 
rate for transportation from the Fallon County odgin to Baker Station. Continental requests the Commission reject 
this rate as falling to comply with Section 342.2 of the Cornmissk~'s regulations because it fails to support this 
Initial rate by an affidavit or a cost-of-service justification. 

14. We concur with Plaln's characterization of the proposed Baker Station, Fallon County origin point as a 
reduction from its previously effective Fallon County origin rate. Previously, Plains charged shippers transporting 
crude oil fTom anywhere within the Fallon County rate duster a bundled transportation rate of 59.66 cents per 
barrel for a movement to the Baker Station destination point. The above table shows that shippers now have the 
opportun~ to move crude oil from the Baker Station origin point in Fallon County to the Baker Station destination 

h b e cchc e c b  hgh  e 
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point at 12.5 cents per barrel. This rate conmts of an unloading charge of 7.5 cents par barrel and a mainline 
transportation fee of 5 cents per barrel As a result, shippers wanting to make this movement will benefit from this 
substantial rote reduction. Therefore, we will deny Continentars request to reJect this proposed rate. 

15. Continental cJaims it is unjust and unreasonable for Plains to cancel the mainline service from Harding 
Station, South Dakota to Baker Station, Montana. Continental contends that Plains' proposed gathering line 
service of 30 cents a barrel from Harding Station to Rhame, with mainline service continuing from Rhama to 
Baker, imposes a new gathering fee on shippers accessing the Plains mainline at Harding. Continental requests 
the Commission reject the purported cancellabon of Harding as a mainline origin, or alternatively suspend t~e 
Harding cancellation. 

[61,671] 

16. As was discussed earlier, Plains proposes to unbondled its transportation rates. Under It proposal, Plains 
proposes to treat the poYdon of its line running from Herding Station to Rharns as a gathering line. This proposed 
change will not prevent shippers from continuing to move c tu~  from Harding Station to Baker Statmn. Now 
Instead of paying 107.40 cents per barrel for this movement, ahippem will pay either 83.5 cents per barre, 
consisting of an unloading charge of 7.5 cents per barrel, a gathering charge of 30 cents per barrel and a 
transportation rate of 40 cents per barrel; or 76 cents per barre/, if unloading into the Harding Station to Rhame 
gathering line is not required. Contrary to Continental's assertion that Plains propomm a new 30 cents per barrel 
gathering fee, Plains reduces the costs to a shipper moving crude oil from Harding Station to Baker StatJDo by 
23.9 cents per banal or 31.40 cents por bam)l. As a result, we find Continental's arguments lacking end we will 
deny Co,'~nentars request that we reject or suspend Pla~s' ~ cancellation of Harding as a mainline 
ohgin. 

17. Continental states it is unjust and ressonal~e for Plains to require in Supplement No. 3 to FERC Tadff No. 
42 that all crude oil tendered for shipment to Trenton Station, North Dakota from McKenz~e and ~lJlems 
Counties, North Dakota or Ric~tland and icCone Counties meet a 0.35 percent sulfur requirement It also states 
that It is unjust and reasonable for Pladns to require in Supplement No. 3 to FERC Tariff No. 42 that eveq/shipper 
provide 0.25 percent of its crude oiJ shipments to Plains in order to cover loss and evaporation dudng shipment. 

18. Plains did not file in Supplement No. 3 to FERC Tariff No. 42 for any of the above requirements. Them) 
requirements were being brought fonvard unchanged from Supplement No. 2 to FERC Tariff No. 42 which 
beceme effectM) off February 1, 2005. The protaat pedod fo¢ Supldement No. 2 ended on January 25, 2005, and 
no protests were filed. Moreover, the Commission accepted Supp~mant No. 2 and it no longer is subject to 
suspen~c~. Therefore, we deny Continental's protest challenging the ,sulfur spec~cation Ixovtsion. 

19. The Commission accepts Plains Supplement No. 3 to FERC No. 2 effective, Februa W 1, 2005, as 
pcopo~ed. However, we condibon our acceptance upon Plains' unbundled rates complying ~ the ComndselDo's 
index m e t h o d o ~  in the future. This means that the oveml cost to shippers under Plains' unbundled rates must 
not exceed the effl~ct~va ceilin9 levele of Ite extstklg bundled farms for almtiar ~ .  For exanlple, tile tota~ 
unbtmdled coat for the movement of orude oil from Hmding Station to Baker Station may not exceed the index 
editing levet of 107.40 cents per bsmd (as adjusted earl1 July 1) thst is establistted for this movement. The 
current index ceiling levels for transpmlatk~ of cnKle oil from Bowman County, North Dakota; and Felon County, 
Montana to Baker Station are 81.36 cents per bem~ and 59.66 cents per ban'M, respec0vely. 

I Section 342.2 states that"A carder mum justify an Initial rato for new sendce by: (a) Filing cost, revenue, and 
throughput data supporting such rate as required by Pad 346 of this chap(~, or (b) Filing a sworn affidavit that the 
rata is agresd to by at leest one non-affiliated person who intends to use the service in question, Wovtded that If a 
protest to the initial rate is filed, the cartier must comply with Paragraph (e) of thle esc~on." 

;~ Q(L~RC I!61,022. at DO. 61.062-63 (1999). 

BP West Coast Products, LL C v. Federal Energy Regulatory Commission, 374 F. 3d 1263 (2004) at 1273. 
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