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Plantation Pine Line Co. 
Order on Pelt~fou for Declaratory Order 

98 FERC 5 61,219 (20O2) 

Plantation sought a Commission order declaring that: (1) the abandonment oftbe 
existing g-inch Plantation line and transportation service from Bremen, Georgia to 
Chattanooga and Knoxville, Tennessee, and Plantation's cancellation of its rates to those 
locations, would not be subject to Commission jur i~ct ion or challenge; (2) Plantation's 
contemplated joint rates (including volume and term-differentiated discounts) with a new 
affifiated pipeline entity serving Chattanooga and Knoxville, via Bremen, are just, 
n=sonable, and not unduly discdmimtory; and (3) the establishment of the proposed new 
pipeline and accompanying service from Bremen, to Chattanooga and Knoxville, would 
not affect the grandfatbered status of, nor subject to challenge, Plantation's existing 
mainline rates from its origins to Brmnen. 

With respect to the facilities' abandonment and cancellation of the service 
provided by the 8-inch line, the Commission found that it did not have jurisdiction, 
stefin8 that the Interstate Commerce Act (ICA) did not grant the Commission jurisdiction 
over "abandonments of facilities and the services associated with such facilities." I(~ at 
61,864). Although the Commission has a s s e r ~  jurisdiction in limited circumstances 
where services were not completely abandoned and rates for remainin 8 services were 
affected, that was not the case here. 

With respect to Plantafion's proposed rate structure and joint rate levels, the 
Commission approved Plantation's joint rate methodology, which provided discounts 
based upon shippers' volume and term commitments. A joint rate is just and reasonable 
if it is less than or equal to the mun of the local rates on file with the Commission. 
Volume and term-differentiated discounts are permitted so long as they are available to 
all similarly situated shippers (i.e., sh/ppers will/rig to commit to spec/fic volumes and 
terms). Thus, the Conunission found that tho joint rate methodology was not unduly 

howcv=, the Commi~on could not find that specific joint rates w=e just 
and reasonable until Phmtation submitted a joint t~iffincluding the applicable joint rates. 
(]~ at 61,866, 61,867). 

With respect to the grmdfather~ status of ¢scisting rates, the Commission found 
that since Phmtation wu not clumging its gramlfathmx~d rat~ tbe~ was no mason m 
require Plantation to justify the existing rates auociated with the movemenL {]~ at 
61,867). 
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COMM-OPINION-ORDER, 98 FERC 161,219, PlantaUon Pipe Une Company, Docket No. OR02-1-000, (Feb. 
28, 2002) 

O 2005, CCH INCORPORATED. All Rights Reserved. A WoltemKluwer Company 

Plantation Pipe Une Company, Docket No. OR02-1-000 

[61,863] 

[161,219] 

Plantation Pipe Line Company, Docket No. OR02-1-000 

Order on PeUtlon for Declaratory Older 

(Issued February 28, 2002) 

B e f m  Commissioners: Pat Wood, III, Chairman; William L. Massey, Unda BmathlU, and Nora Mead 
BrownelL 

On November 2, 2001, Plantation Pipe Line Company (Plantation) filed a pet~on for dedarato~ order, seeking 
declarations from the Comndsston regarding the lawfulness and regulatmy effect of certain proposed joint rate 
arrangements in connection with proposed new pipeline secvice to Chattanooga and Knoxvilte, Tennessee which 
Plantation intends to offer in connection with a newly-formed pipeline affiliate. In addition, Plantation seeks a 
ruling that the proposed arrangements would not affect the existing status of its current rates to mainline 
destinations under the Energy Policy Act of 1992 (EPAct). Plantation states that given the major flnanc~l 
comnvtment necessary to finance this project, before it and its owners undertake such a commitment, Plantation 
needs regulato~ assurance from the Commission in the form of an answer to the questions posed in its petition. 

Protests were due to be filed on or befoce November 19, 2001. No comments, protests, or interventions were 
received. 

Background 

Plantat~ is a major p~p~ine common cameo of refined petr01eum products i ,  the southeamm United States. 
1 OriginaJly built over fifty years ago, Planta~n's system includes approximately 3,100 miles of pipeline, delivering 
products tn eight states. The mainline section of the pipel/ne extends from Baton Rouge, Louisiana to 
Greensl:oro, North Carolina, with several sitar Ilmm, and includes lateral I lnu to Roanoke, Virginia and Nonhero 
Virginia. Plantation's system parallels the Colonial Pipeline Company (Colonial) system for its entire length, and 
the two pipelines compete directly for the delivery of petroleum produc~ from Gulf ~ m ~  ~ ~ 
throughout b~e entire Southeast 

[sl m] 

Plantation states that in recent years, cat)adty to the Chattanooga and Knoxvt~ rnan~ets has become 
increasingly constrained as a result of continued growth in the demand for petroleum pnxlucts. Plantation states 
that both it and Colonial have been required to ~ nominations on their lines to these locations periodically 
since 1996 and continuously since 1999 (Cok~iars capacity constraint is in the Knoxville market only). Plantation 
contends that there is a market for new and expanded pipetine service to Knoxville. As a result, Plantation states 

h b e cchc  e c b  h g h  e 
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it is proposing a new pipeline to meet this demand and to provide a major competitive alternative to service on 
the other pil~ine service provider, Colonial. 

To provide expanded transportation capacity to the Chattanooga and Knoxville markets, Plantation proposes 
two steps. First, a new pipeline would be coostructed from Bremen, Georgia to Chattanooga and Knoxville, 
following the existing right-of-way, to be owned and operated by a new, separate pipeline entity. Next, once the 
new pipeline facili0es are operatJonal--cummUy projected at the third quarter of 2003-all but a very short segment 
of the existing 8-inch line spur fine mnning from Bremen to Chattanooga and Knoxville would be abandoned in 
place, as well as the service offered by Plantation from Baton Rouge, and from Pascagoula and Collins, 
Mississippi, to Chattanooga and Knoxville. 

The new pipeline would file cost-based local rates for kanspoda0on sendce be{wmm the Bn~ten origin ~ ~ 
destinations of Chattanooga and Knoxville. Plantation and ~e new pipeline would file joint tadffs for transportation 
service from Baton Rouge and other origins on the Plantation system to Chattanooga and Knoxville. Further, 
Plantat~n proposes to give all shippers, new or existbtg, ttm opportunity dudng an open season to secure the 
right to use joint rates equal to or less than the current local rote lave/s, by establishing discounted joint rotes to 
shippem that commit to specific volumes for a five-year period. 

D/scuss/on 

Plantation states that the estimated co~ of the new project is $110 million. Because the co~t of the 
construction would be bome by Plantation's owners, Plantation states that its owners would be at considerable 
risk. As a result, Plantation contends R is neceuary to have advance Commission approval in order to finanoe the 
new project. Further, Plantation states that cowa'Ntmer~ by shlppem would be contingent upon Commission 
approval of the discounted joint rotes underlying the agreements. ~ ,  Plantation seeks a Commission 
order dectadng that: 

(1) the abandonment of the existing 8-inch Plantatk)n line and transporta~on service from Bremen, Georgia to 
Chattanooga and Knoxville, Tennessee, and that Plantation'$ cancellabon of its rates to those locations, would 
not be subject to Commission jurisdiction or ¢hal~nge; 

(2) Plantation'a contemplated joint rotes with a new affiliated pipeline entity serving Chattanooga and Knoxville, 
via Bremen, would be just, reasonab/e and not unduly discriminatory; and 

(3) the establishment of the proposed new pipeline and accompanying m from Bremen, to Chattanooga 
and Knoxvi~, would not affect the grandfathered status of, nor subject to challenge, Plantatk~n's e~dsfing 
mainline rates from its origins to Bremen. 

We sh=~l discuss each of these requests below. 

1. Facili~es Abandonment and Cancellation of Service New Pipeline 

To provide expanded transportation capacity to Chattanooga and Knoxville, a newly formed Plantation affiiated 
pipeline would construct a 16-inch pipeline from Bremen to Chattanooga and Knoxvige. After this pipeline has 
been constructed, Plantation proposes to abandon sewtce through its existing 8-Inch pipeline from Bremen to 
Chattanooga and Knoxville. 2 Plantation seeks an order from the Commission declaring ~at idUng of those 
facilities presentb/used to sewe Chattanooga and Knoxville and cancellation of the ex~ng rates for seeAce to 
those destinations will not be considered an abandonment of services subject to Comrrtulon jurisdiction. 

h b e cchc e c b  h g h  e 
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The Interstate Commerce Act (ICA) 3 does not give the Comrn~ion jurisdiction over abandonments of fadlities 
and the sen/ices ~ with such fadlifies. Indeed, the Comndssk~ has found repeatedly that it has no 
jur~Klicllon over o~ pipeline abandonments. 4 

Transporters are generaJly flee to cance~ services at their will, 8ubject to cedaln condiUons. 

lst,ml 

Although the Commission does not have judsdicUon over a plpelme's abandonment of se~ce, we have asserted 
jurisdlc~on over carcella~on of services in IJrnlted drcumstan~s where service was not complexly abandoned. In 
Amoco, ~ the t n m p o t ~  proposed to cancel service at certain origin points along its mainline pipe~e, while 
keeping Itm mainline pipeline in service for service downstnmm of the cancellation points. The Commission 
indicated them that it was not devoid of judsdlctJon in those circumstances, since the mainline pipe,ne would still 
be in service. The C o m ~  stated that such cancellalJon would affect throughput on its system, which in turn 
woold affect Amoco's sys~1~vlde cost-of-sen,,ice, and thereby may affect its rates. The Commissk~ ~ ~ ~ 
therefore had jurisdiction under SecUon 15(7) of the ICA, since the proposed cancellations would in fact affect 
rates. 

However, Amoco involved canceUabon of points of origin along a i~peltne that would continue to be in service 
after the cance~la~ons were made, for service to polnts downs~eam of the canceled polnts. That is not ~e case 
hem. Rather. Plantaflon's petition indicates that it will abandon its pipeline and fad,ties used to tmnspod 
petroleum products to Chattanooga and Knoxville, thereby making con~nued service to Chattanooga and 
Knoxville on this line impossible. Thus, cancellation of PlantatJon's rate schedule for service to Chattanooga and 
Knoxville would be a complete abandonment of sen'ice over which the Commission would have no jurisdiction. 

2. Approval of the Proposed Rate Structure and Joint Rate Levels 

Plantation propoees to form an affiliated pipeline to comtnJct a new 16-inch pipeline that would originate at 
Bremen, and would serve Chattanooga and Knoxville. Senrlce to the Chattanooga and Knoxville markets would 
be available via two types of rates: (1) the combination of P l a ~ ' s  then-cummt Bremen destination rates, 0 
plus the initial local rate to be established by the newly formed affiliate pipeline for service from Bremen to 
Chattanooga and Knoxville; 7 and (2) joint rates offered by Plantation and the new pil~ine reflect~ discounts for 
certain volume commitments. In order to pmvlde adequate regulatory assurance to justify Plantafion's ownem' 
large inveslment in a new pipeJine, Plantation is seeking Comnduk~ approval that the IXOposed jo4nt rates would 
be lawful. 

Plantation proposes to give ag shippers, new o¢ e~s~ng, the opportunity dudng an open season ~ ~ m  ~ 
right for five years to use joint rates equa4 to or less than the then-cummt rate levels applicable under Plantaflon's 
tadff for sendce from various odgin points to C ~  and KnoxvBe. Plantation states its proposed joint ra tu  
would be substantially less expensive than ct~0s~g PlantatJon's local ratm to Bremen and the afNmte pipeJlfle's 
rates to Chattanooga and Knoxvl"ile. The joint rates would be compumd in Ihe following manner. 

(1) current P iar l ta~ shippers to Chattanooga and Knoxdle that agree dudng the open season to ship thek" 
historical volumes to thoee ~ for rive yearn would qualify for a joint five-year rate equal to Plantatk)n's 
then-current through rates to thou d~tlnefioos. 8 

(2) all shippers, including any new shippers, that agree during the open season to guarantee incremental 
volumes over and above historical deiM~es to these de.nations for five yearn would qualify for a joint five-year 
rate reflecting discounts from the then-cummt thtoug~ rates. The discounts would incnmse with the s~ze of the 
volume commitmenL starting at 2 cents/barrel for volumes exceeding 1,000 incremental barrels per day, and 

h b • cchc  e c b  h g h  • 
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incre~ng up to 12 cents/be.el for volumes exceeding 15,000 incremental barrels per day. 

Those shippers who decide not to make a volume commitment for a five-year period would have the opUo~ of 
paying the combination of PlantatJon's Bremen destination rates and ttte initial rate to be established by the new 
pipeline from Bremen to Chattanooga and Knoxville, as indexed over the five years. 

Our policy has been that a joint rate is just and reasonable if it is less than or equ=U to the sum of the oeiling 
levels a~odatad with the individual local intemtato rates comefllbj on file with the Commission. ~ PlantatJon's 
dtscountad joint rato proposal meets these criteria, if as indicated by Plantation, the joint ratas offered will be less 
than the oeiilng leve~s ~ with the ~ of Plantation's local rates to Bremen and the new affiliated 
plbeline's rates on file with the Commission. 

V ~  regard to discounted rates, the Commi~k~n has permitted nondlso~natoPj, discounted r a m  to atb-act a 
particular type or group of shipper(s) who am amenable to conz~d~ substantial volumes and/or to committing to 
substantial periods of fima. In Sea-Land Semice, Inc. v. Interstate Commerce Comml~lon tO the court stated that 

Current law no longer considers contrast ratas to be per se ~ of the common carrier duty of 
nondhlcdmlnation . . . .  Since 1978.. .  ~ I ~  Commerce Cotmnisston has hetd that contract rates are 
not i n ~ t J y  discdminatocy provided that the carder offedng them makes them available to aH SilTdlarty 
s~uatee shCpers of ,ke commod~es. 

The court then addressed under what conditions contract rates would be acceptable under the Interstate 
Commerce Act 

Although one normally regards contract relationships as highly individualized, contract rates can ~ l i  be 
acoon','nodatad to the pdndple of nondlsctiminalJon by requiring a carder offering such rates to make them 
available to any shipper willing and able to meet the contract's temls. If those terms result in lower costs or 
respond to unique competitive condiOo*~, then shippers who agree to (mtm" into the contract are not s~mJlarly 
situate(: with other shipbe~ who are unwilling or unable to do so. tl 

For volume incenfNe rotes, (i.e., reduced or discounted rates offered in exchange for shipper commitments to 
move specified large volumes) the Commission has held that if an oil pipeline files an Incentive rate that is less 
than the aPl~icable ca~llng, no further regu/ato~ addon w¢l nom~a~ be required, so long as the ceiling rate is not 
exceeded. 12 As discussed above, Plantation has proposed to offer a joint rate that is less than the combination of 
Plantaben's and the new pipe~ine's ca~ng rates. Under its ~ ,  Plantation intends to offer additional IncantJve 
discounts ylakflng rotes below the joint rate. As a result, Plantation's offered incentive rates could not exceed the 
coe~r~aUon of the two plpefines' call~ng rates. 

Term-d~mnbetad incentive progmms-ike incafltJve volume rate programs-require certain prerequisites to be 
met before a shipper can be e,gible for the discount. In such cases shippem agree to ship on a I~beSne for a 
spec~c period of ~ne. As a rasult, the Comrnlssion has ~ such shippens as not beMg sJ~la~ ~ as 
o0mpared to those shippem who have not committed to a specific term and who mtaJfl the choice to ship on the 
pipeline or not. The ~ has found no dlsc~rnma~on n~u~  from d~feren~ p~clng in these 
drcurnstancas. 13 Plantafion's proposal sk'nilarly alows shippers who commit substantial volumes for a pedod of 
time to derive some benefit, namely, a lower transportation rate. from that comndtment 

PlantatJon's Pelion indudas es6matad cost, revenue, and throughput data in support oflhe new pipefine's 

h b e cchc e c b  h g h  e 



Jnofflclal FERC-Generated PDF of 20050711-0195 Issued by FERC OSEC 06/01/2005 in Docket#: - 

CCH Intemet Research NetWork Page 5 o f  6 

initial local rates. Plantation states that the information was filed for ~ustmtJve purposes in order to assist the 
Commiss~n's review of its Petition, including the joint rates. Plantation states that it is not asking the Commission 
to rule on the initml cost-of-service rates of the new pipeline at this time. Plantation states that after the 
construc~n of the proposed ptpetme, the new oompany would file Its applicaUon for initial rates, including oost-of- 
service support if necessary. 

The Commission is therefore not expressing here any view on the level of the cost- of-service-rates for the 
proposed affiliated pipeline listed by Plantation In its apldicatlon. The new pipeflne'e actual rates witl not be 
established until after cons~uctJon of the Bremen-to-Chattanooga and Knoxville line is completed. The 
appropriate rate leve4 must be determined when the new plpe~ne files to establish initial rates. 

V~at we are approving here is PlantatJon's joint rate methodology, which would provide discounts based upon 
shippers' volume end term commitments. The Commission finds Plantatton's joint rate me(hodology to be not 
unduly dlsodmlnatory. However, the Commission cannot make a finding that the proposed joint rates are just and 
reasonable at this time. 

EslAr/] 

In order to provide the proposed joint sendce to Chattanooga and Knoxville, Plantation or its proposed affiliated 
pipeline must submit a joint tariff Including the joint rates that will be apldlcable to =mndce to Chattanooga and 
Knoxvf/k). At that I~ne, the Comm/mdoo can de,ell, nine whether the joint rates are just arid ~ l e ,  consistent 
with the CoflvniM/~'s joint rate polk3y d isused  above. 

3. GranoYathered Status and Chalk~ge of ~ Rates 

Plantation proposes to idle and abandon the exJ~Jng spur of its pipeline extending north to Chattanooga and 
Knoxvige from Bremen, and Inte~connect its mainline with a new affiliated pipeline to be built along this same 
mute. Plantation ~ to continue to offer service to Chattanooga and ~ l e  via new jolnt rates with the 
proposed pipeline. Plantation is not proflo~ng to alter its existing rates on its mainline system. Plantabon seeks 
an order declaring that the establishment of the proposed new pipeline and accompanying sendce from Bremen, 
Georgia to Chattanooga and Knoxville, Tennessee would not affect the gmndfathered status of, or make subject 
to challenge, PlantsUon's existing mainline rates fn)m its origins to Bremen. 

Under the EPA~ Plantation's rates for b'anspotlafion from points of origin to Bremen are " g r a n ~  and, 
mus, am deemed to be just and rtmsonabte. I~ There is no reason to require Plantation to justify the e.~stlng 
g m ~  ratss assoclated wflh thls movement or any other de~Inat~n polnt on Its system. P tsn ta~  ~ ~ 
ixopomg to change Its gnmdfalhemd rates. PlantaSon Is slmldy ixopodng to form a new a ~  ~ ~ 
OWn the ~ pipeline running from Bremen to ~ and Knoxville. The rnem connectS1 to the 
p r o ~  afflicted pipeline runnln9 from Bremen to C h ~  and Knox~lle would not ~ ~ ~ 
status of the rates for movements from cuwent origin points to Bremen. 

The Comm~/on orders:. 

The petlt~on for dec~ratory order filed by Plantatlon on November 2, 2001, is grantod as dlscussed In the body 
of this order. 

- F o o t n o t e s -  

h b e cchc  • c b  h g h  e 
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1 Plantation is cummtly owned by Kinder Morgan Operating L.P. "D" (27%), Kinder Morgan Operating L.P. 
"A" (24%) (col~'tively *KinderMorgan') and ExxonMobil Pipeline Company (49%); KlnderMorgan is the operator. 

BH ,as4] 

2 Plantation plans to abandon 181 of 190 miles of existing pipeline running from Bremen to Chattanooga and 
Knox'viCe. Plantation states that deliveries to urban bsrminats at Chattanooga would be made using the remaining 
9 rldles of exiating 8-inch line which will be sold to, and klcoq)omted in, the new pipeline. 

349 App. U.S.C. §1 (1994). 

4 S~9 ARCO I:~peline Company, 5 F~5F~CL.~1.420 (1991); Texaco Pipeline Inc., 58 FERC II62.051 (1992); 
ARGO Pipeline Company, 66 FE_RC_.I~lJ.0_9_(1994); and Co/on/a/Pipeline Company, 89 

[el,US] 

FERC 161,095 (1999), reh~ den/ed, ~ FERC ~61.355 (2001). 

Amoco P~eline Company, 83 FERC I]81,1_56_(1998). 

s The ~ e n c e  to "then-cuwent ~ in our discussion mfem to Plantatton's rates at the time of the inception of the 
new service. Plantation states it expects to increase both cost-based and discounted rates over the first five yearn 
of its pcoposal In accordance with the Commission's Indexing me(hodology (18 C.F.R. _¢~342.3 (1999)). 

7 Plantation atatss that the new pipeline would file its initial rate pursuant to 18 C.F.R. §342.2, whic~ allows a 
plpelble to file a sworn affidavit that the rate is agreed to by at least one nofl-affiliated person who intends to use 
tfm service, but requires a co~t justification ira protest is flied. 

S The tariff would define the base period for the measurement of historical volumes as July 1, 2000 through June 
30, 2001. 

lSl,SSs] 

9 See Texaco P4oellne, Inc., ~ FER~ 1 _ ~ _ ( 1 9 9 5 ) ;  and Blg West Oil Company v. FrontterPipeline Company, 
94 FERC 1t61.339 (2001). 

~0 738 F.2 t~ 1311, 1316 (D.C. Cir. 1984) (Sea-Land). 

1_~ Id. at 1317. 

12 Explorer P~oeline Company, _7_I_FERC 1161,416 (1995); and Williams Pipe Line Company, 80 FERC 1161.402 
(1997). 

~-~ F_xpms~ Pipe//ne Partnership, 76_ FERC 1161,245 (1996); and Mid-America Pipeline Company, 93 FERC 
~ t 3 0 6  (200o). 

[81,867] 

t4 42 u.s.c. ~7172 note (lgS4). 

O 2005, CCH INCORPORATED. All Rights Reserved. A WoltersKiuwer Company 

h b e cchc e c b  hgh  e 
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COMM-OPINION-O R, 99 FERC ql61,229, Express Pipeline LLC, Docket No. IS02-216-000, (May 31, 
2O02) 

O 2005, CCH INCORPORATED. All Rights Reserved. A WoltemKluwer Company 

Exprlms Pipeline LLC, Docket NO. IS02-216-000 

[Sl,S4S] 

[ l S 1 ~ ]  

Explass Pipeline LLC, Docket No. IS02-216-000 

Order Accel~ng Tariff SuPldements 

(Issued May 31, 2002) 

Before Commissionem: Pat Wood, III, Chairman; William L Mlssey, Unda Breath#t, end Nora Mead 
Browneg. 

1. On April 16, 2002, Express Pipe,ne LLC (Expmas) filed tadff supplements to cancat two joint and 
propodk)nal pipeline tariffs for the transportation of crude o~1 and syncrude from Canada to Salt Lake City, Utah. 1 
The proposed cancellations am ~ by certain shippe~. As discussed below, we will accept the 
cancelations, to be effective June 1, 2002, as proposed. This order is in the public interest because it enables 
conlJnuation of service consistent with the provisions and requirements of the Interstate Commerce Act. 

Background 

2. The i~pe0ne cardem that participate in the joint rates ixovide interconnected transpoda~n of crude oil and 
syncrude from Canada to the United States, as follows: Express extends from the U.S. border to Casper, 
Wyoming, where it connects, through a "pumpover" facility operated by Platte Pipe Une Company (Platte), with a 
i~petine owned by Frontier Pipeline Company (FmntJe¢). The Frontier pipe~ne extends from Casper to Kimball 
JunclJon, Utah. A line owned by Anshulz Ranch East Pipeline, Inc. (Anshutz) extends across Kimball Junction 
and connects with a pipetkle owned by Chevron Pipeline Company (CPL). The CPL line extends from K~ball 
Junction to refineries in the Salt Lake City area. 

3. The joint tariff agreement that governs the current joint mrs was entered into effective April 1, 1998, and is 
between Expcese, Fronber and Anshutz. Z This joint rate agreement wUl temdnate on May 31, 2002. Although the 
j~nt 

[111,960] 

tadff a~o Indudas CPL as a i x ~  career, CPL is not a pady to the jolnt tadff agreement. CPL is, however, 
a party to e wrffien agreement with Fron~er and Anshulz. Express contrails that the C h e w o n / F ~ / ~  
agreement is subordinate to the F_xprese/F~/Anshutz joint tariff agreement, which c o m l x ~  provides 
for the adminislratlon of the entire joint tariff and sets forth Express's role as tariff administrator. 3 

Description of the F~ing 

h b e cchc  e c b  h g h  e 
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4. On April 16, 2002, Express filed tariff supplements to cancel FERC Nos. 29 and 30. Express states that the 
rates set forth in FERC Nos. 29 and 30 resulted from an agreement between the carriers to establish joint rates at 
a discount from the otherwise applicable Ional rates of Express, Platte, Frontier, Anshutz and CPL. Express 
further states that the agreement will terminate as of June 1, 2002 and that, consequently, the joint rote will be 
cancelled effective June 1, 2002. Express indicates that, following June 1, 2002, shippers will still be able to 
transport petroleum on all of the mutes to which the cancelled joint tariffs apply. 4 

Interventions and Protest 

5. On May 1, 2002, a joint protest and moron to intervene was filed by Big West Oil LLC, Chewon Products 
Company and Tesoro Refining and Marketing (Proteetera). In addition, CPL filed e motion to intervene, stating 
that it does not concur in the tariff cancellation filings. Front~r and Anschutz fl~ed letters simply stating that they 
have not co~culTed in the proposed jolnt tariff cancalation. 

6. Protesters contend that the public interest will be adversely affected by the Express tariff cancellation, which 
the Protesters dalm will result in increases of up to 40% in the coet of t r a n s p o ~  crude and syncrude to the Salt 
Lake City market Protestem also contend that the cancellation will result in the diversion of crude and syncrude 
away from the Salt Lake City market, disrupting and c~eatJng other problems for refiners end consumers in Utah 
and Idaho. Protesters note that, upon cancellation of the Expmes joint tariff, they will be required to deal with five 
different pipelines to obtain crude and syncrude from the sources in Canada. Protesters a=~rt that Exlxees' tedff 
cancaHa~on represents • retaliatory maneuver against the shippers who protested Express' local rates before this 
Commission. Finely, Protesters contend that the cancellation will result in undue ixefenmcas and disc~tminafion 
against Sait lake City refiners and is antJ-cornbetJtive. 

7. Protesters request that the Commissk~ suspend the proposed cancalkltJons for a period of seven months 
and institute an expedited hsedng and an ~ into its lawfulness. On May 6, 2002, Express Bed answers 
to the protest end to the filings of CPL, Frontter, and Anschutz. Express supplemented its answer on May 8, 2002, 
filing ~ to the affidavits filed on May 6. On May 15, 2002, Proteatem filed an answer to Express' answer. 
On May 15, CPL ~ed a motion for leave to file a ~ to Expmes' ans~em, and on May 20, ExlxeSs filed its 
own motion for leave to file an answer and its answer to the pleadings filed by Protesters on May 15 and by CPL 
on May 16 These pleadings were all supported by affidavits of personnel within the respective companies in 
suppod of the respective positions taken in the pleadings. Finally, on May 22, 2002, Prote~e~ filed a motion for 
leave to respond and a response to Express' May 20 answer. While our rules do not generally pan-nlt these types 
of pleadings, 5 we find that they are heJpful to us in reaching our decision in this matter and are therefore received 
as a part of the ranord In this case. 0 

D/scuss~n 

~1,9511 

8. Section 15(3) of the Interstate Commerce Act (ICA) provides that 

[t]he Commission may, and it shall whenever deemed by it to be necessary or desirable in the public interest, 
after full hearing.., establish.., joint rates . . . .  ff any tariff or schedule canceling any through route or joint 
rate . . . .  without the consent of all candem padies thereto or authorization by the Commission, is suspended by 
the Commission for investigation, the burden of proof sha/I be upon the can'ier or carriers propotdng such 
c a n ~  to show that it is consistent with ~ public interest.... 7 

Upon review of the filings in this case, we o0ndude that the public interest does not require conlmuation of the 
joint rates proposed to be cancelled, and that the Commission can authorize the proposed cancelation without 
suspension end investJga~on of the cancellation tariffs. This is because there is e through mute already 
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established from the U.S. border to Salt Lake City, and sen'ice over that route will continue to be available 
under the local rates of the individual can~ers, just as it has been under the joint rates. Express recognizes that 
there will be oo~finued service by stating that "after cancellation, the shippers will conUnue to have full access 
to continued transportation under just and reasonable local rates." (Answer at 1) Protesters also acknow~ge 
this by pointing out as one of their bases for the protest the fact that the shippens will have to deal with five 
different carders on their shipments to Salt Lake City. (Prot~t at 4). 

9. Protesters contend that the cost of transportation from the Canadian Border to Salt Lake City will increase 
from 20% to 40%. (Protest at 24) Express, however, disputes this and wotestem' claim of consequential hardship. 

contends that the cancellation effective June 1, 2002, in fact will result in Protesters paying local rates 
whose sum wig be Iowe¢ Itmn the joint rates that these shippers had routinely paid for nearly five years during t ~  
pedod between April 1, 1997 and January 30, 2002. Moreover, Express notes, Prote~e~ in their May 15 answer 
have reduced their claim from a 20% to 40% increase to a 12% irmma=e, reflecting a difference between the sum 
of the local rates post cancellation and the joint ratlm in effect in 2001. As Express points out, however, Protestm~ 
have improperly compared the total of the local uncommitted rates with the joint 15-year term rotes ~ a ~  at ~ 
12% figure. A proper comparison shows that, contrary to Pmteste~' contention, the sum of the applicable local 
rates is in fact lower ~an the joint rates, a 

10. Even if Protesters were correct and shippers could be paying more under local rates for transportation to 
Salt Lake City than under the cum~nt joint rates, that is only because the joint rates constitute a discount from the 
sum of the individual local rates, which are established under the pfovisiorts of the ICA. Shippem receive these 
types of discount only under certain c i ~ n c e s ,  such as when the caniem agree to offer a discount to 
encourage increased throughput. That discount is based on a voluntary agreement among the pipeline canie~ 
that none of the carriem is obligatKI to continue when their agreement terminates. Once the discount is ended, 
shippers might be charged more, but in no instance can shippem be charged morn than the rates set forth in the 
individual can-le~' tadffs, all of which are subject to the jurisdiction of this Commission under ~e ICA. 

11./~ to the level of thoee r a t ~  the local rates of two of the ~ n g  carriers have been the s u ~  of 
recent settlernents reached by two of these same shipper refiners who have flied the protests hem. 1o These 
settlements resulted in the parties' agreement to resolve the local rote issues between Big West and Chevron 
Products Company, and the local canle~, Frontier and Anschulz. These local rates provide for ~le maximum 
rates that can be charged. The local rates of two of the other cante~ involved, Platte and Express, am the subject 
of chalenge in complaints fl/ed by these same shippers in Docket Nos. OR02-5-000 and OR02-8-000. 1_1 To 
extent 

[111,962] 

that Protesters have concerns about the ratu to be paid ~ and Platte, they have raised them In those 
pro=edings. 

12. Once the contract between Express, Fron~and Anschutz temmatm by Its terms, them wil be no 
contractual underpinning for the current joint mrs. Express is well within its dghts not to renew the conb'act, and 
the ~ cannot c(xnpel the con~nua1~n of the contra~ once the contract explrml. The Corm'niuio~ could, 
nevedhekm, undo' Section 1,5(3) of the ICA require that joint rates be r n a i ~ .  As already discussed above, 
however, them Is ,o  barn for our concluding that the publlc Intenmt requirm e o n t i n ~  of ~ n t  ~ ,  ~ 
there wifl be b'ansportatiorl to Salt Lake C ~  avaiklble over the imme t h ~  ~ ~ ~ ~ ~ ~ 1  ~ 
rates. 

13. Finally, ~ contand that the canceiJabon wt~ be unduly preMmflt~l and discriminatory and will leed 
to a diversion of supplies away from Salt Lake City rl~nem. They ¢ontmld that the ~lm of ~ ~ ~ ~ 
bansportat~ to other delivery points will be su l~ar~ l ly  cheaper than to Salt Lake City, and thus win encourage 
mflrmrs kx:atsd elsewhere on the Express delivery system to obtain more of the supplies of crude and syncnxle. 
(Prot~t at 29-31) Howev~, as Expmu points out, the calculations used by Protuters do not ~ an ~ 
t m n ~ o ~ o n  costs of get~g product to the other nmrkets, trod there~m file computa~on ~ ~ ~ ~ ~ 
getting ttm product to other refineries is flawed. (See Anmver, ~ of ~ at point 10) Moreover, Salt ~ 
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shippers will have sewice available at established tariff rates. We find that Protesters have therefore failed to 
establish that continuation of the joint rates is economically necessary in the puHic interest 

The Comrn/ss/on ordem. 

The tariff supplements listed in footnote number one are accepted, to be effective June 1, 2002. 

- Footnotes - 

[sl 4q 

1 Supa~ment No. 1 to FERC No. 29 and Supplement No. 1 to FERC No. 30. 

Z This is a binding contractual agreement among the canlers to file joint rates from the U.S. border to Salt Lake 
City reflecting a discount betow the sum of their local rates. Between April 1, 1997 and March 31, 1998, a 
predecessor joint rata agreement governed the 

joint rates, which did not include part~pation in the joint rate by CPL 

a Affidavit of Ralph J.W. Fischer, Paragraph 3. But see answer of CPL of May 16, 2002, mer~oned below. 

Such tnmsportabon, according to Express, may be effectuated usdng Express Pipeline LLC FERC No. 15, Platte 
Pipe Line Company FERC No. 1472, FroNt¢~ Pipedine Company FERC No. 25, Anshutz Ranch East Pipeline 
FERC No. 9 and Chevron Pipeline Company FERC No. 714. On April 29, 2002, Express filed a Notice of 
~¢d~drawal of FERC No. 15, • tariff in effect subject to refund in Docket NO, 1802-81-000 (98 FERC ~161._008 
(2002)), thereby reinstating the prior, lower local uncommitted rates set forth in FERC No. 4. 

6 18 CF.R §385.213 (2001). 

6 The CPL May 16 answer for the most part attempts to clarify the mlattonship between the various carrtem, and 
their willingness or unwillingness to extmid the term of the existing joint tariff agreements. CPL also notes that it 
had only a few days' prior notice from Express that it planned to f ie the joint tariff cancellation on April 16, 2002. 
W'dhout deciding whether CPL has accurately described the contractual arrangements and discussions among 
the parties, we will assume that all the mattem raised by CPL are true. Except for clarifying the relationship 
between the parties, however, they have no bearing on our decision and CPL's answer of May 16 is not further 
discussed. 

[81,961]  

7 49  App. U . S C .  §15(3)  (1988).  

AS confirmed by the Commission's review of the applicable tariffs on file, for light crude, the joint uncommitted 
rate was $2.4482, and the sum of the local uncommitted rates will be $2.3835 (Express-S1.078 under reinstated 
FERC No. 4; Platte-S0.3201; Frontier-S0.60; Anechutz-$0.255; and Chevron $0.1304); the joint 15-yeer tarm 
rate was $2.1244, and the sum of the local rates for 15-yeer term shippacs will be $2.1025 (Exprsss-$0.797; 
Platte -$0 3201; Fmnt~r-$0.60; Anechutz--$0.255; and Chewon-$0.1304). A comparison of the rates for 
moving other gradss of crude shows the sarne rssuit. 

e See Texaco Pipeline Inc., ~ , , ~ ~ ( 1 9 8 5 ) .  

1o See Big West Oil Company, et al. v. Frontier pipeltne Company and Express Pipeline Partnership, 98 FERC 
163,013 (2002) and Big West Oil Company, et al. v. Anshutz Pipeline, In~ and Express Pipeline Partnership, 98 
FERC ~ 027 (2002). These initial decisions terminating proceedings have become final Commission decisions 
pumuant to Rule 708(d) of the Commission's Rules of Practice and Procedure. 18 C.F.R. 6385.708 (d) (2001). 

h b e cchc e c b  hgh  e 



Jnofflclal FERC-Generated PDF of 20050711-0195 Issued by FERC OSEC 06/01/2005 in Docket#: - 

CCH lntemet Kesearcll NetWork Page ~ o f  5 

11 While CPL (whose rate constitutes less than 10% ofthe sum ofthe local rates) had filed a notice of 

['61,SSZ] 

rate inmease in Docket No. IS02-92-000, it withdrew its proposed increase on January 28, 2002 after such 
increase was protested by two of the shippers involved in this fxtceeding. Thus, it is charging local rates which 
are not cummtly subject to challenge. 
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