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SrPP.LP. 
Order on Petition for Deelaratery Order 

102 I~RC ~61,089 (2003) 

SFPP, L.P. (SFPP) planned to increase the capacity on its East Line to Arizona at 
a cost o f  about $180 million, which was expected to increase its East Line rate base five- 
fold. SFPP filed for a declaratory order seeking assurances that it could thereMh~r charge 
cost-of-service rates on the East Linc, and that the rates would only be subject to a 
minimum suspension period once filecL 

The Commission addressed thrcc issues. Fir~, it dctcrmined that it was 
reasonable to detmnine, in advance, that the cost of the expansion should be rolled-in 
with the current rate base to produce one rolled-in rate for all East Line shippers, ~ 
than segregate the cost o f  the cxpamion into an incrcmentsl rate for new shippas  only, 
leaving existing shippers with their current indexed rate. The Commission found that 
tmlikc thc use~ of  gas pipelines, s h i p p ~  of  pcUoleum products have no right to 
contractual e~titlemcnts for the finn use of  a given amount o f  capacity. The failure to 
expand the system will Iced to curtailment of  all shippers regardless o f  their relative 
seniority and length of  time as East Line shippers. Requiring an incremental rate would 
be inconsistent with the anti-discrimination provisions o f  the Interstate Commerce Act. 
(at 61,244) 

Second, the Commission concluded that, inamnuch as it was not making a 
determination that thc rates to be proposed were just and reasonable, not addre~ing the 
mcthodology used to design the ratcs, did not reducc thc burdc~ on SFPP to file and 
justify its ~ rates according to established rules and immeden4 and did not impair 
the rights o f  the shippe~ to proteat any rates filed, it was eppmpria~ to addreas the 
rolled-in venms incremental que~on  at this stage. (at 61,244-45) 

Finally, the ~ o n  concluded th~ a ono-day m~xw~ion oftbe rat~ to be 
wag ~ropriate under these ¢irc~ces. (at 61,245--46) 
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COMM-OPINION-ORDER, 102 FERC 161,089, SFPP, LP., Docket No. OR02-13-000, (January 30, 2003) 

@ 2005, CCH INCORPORATED. All Rights Reserved. A WoltersKluwer Company 

SFPP, L.P., Dor..ket No. OR02-13-000 

[Sl,241] 

rl61,0891 

SFPP, LP., Docket NO. OR02-13-000 

Order o .  Petltk)n for Declaratory Ofd~r 

(issued January 30, 2003) 

Before CommMslonem: Pat Wood, I U, Chairman; William L. Maslmy, and Nora Mead Brovmell. 

1. On October 19, 2002, SFPP, LP. (SFPP) fled a petition fora dedarato~j order concerning SFPP's proposal 
to i ~  the capacity of its East Line between El Paso, Texas, and Tucson and Phoenix, Arizona. The 
Commission wtD grant the petition in part. This ac~on is in the pubiic interest because it will reduce the regulatory 
burden associated with the construction Of additional petmteum product pipeline se~ice in a market wtlere 
capacity is Inadequate. 

I. The Petition foe Oeclaratory Order 

2. In its petition SFPP asserts that it is cummtJy the only peVo~m Ixoducts pipeline se~ing Phoenix and 
Tucson, Arizona, from the east, thus giving access to those markets from refinezies located in New M e ~  a ~  
Texas. SFPP's petition asserts that then) is a significant need to expand the capacity of its East Une between El 
Paso, Texas, and points in Arizona as Its I.~e has been operating at capacity since 1999. It s lam that mflnedes 
are being expanded in the El Paso area and that demand for sen/Ice over its East Line is such that it can now 
(:any only about 65 to 75 percent of nominated volumes. It asserts b'tat this lack of capacity will increase when the 
Longhorn Pipeline begins operating from the Cuff coast to El Paso, Texas.1 SFPP states tttat in light of this 
capacity shortage, it sotic~ed non-bln~ng e x ~  of interests fn)m shippers ~ ~ a ~ ~ .  
Based on that response, it proposes to Increase the capacity of its East L.Jne by appmxknately 53,000 barrels per 
day on the El Paso to Tucson segment, and by apprc0dmately 44,000 barrels per day on the Tucson to Phoenix 
segment. SFPP estimates that approximatl~y 75 percent of the iflcmased capacity would be utilized in the find 
year of operation. 

3. SFPP plans to ins~110 mikm of 16 inch pip(dine while removing 160 ~ of 8 inch pipeline between El 
Paso and Tucson, and to connect this new pipeline to an existing 12 inch pipeline. The remaining 12 Inch pil~lne 
would be connected to an ex~tJ~ 8 inch pipeline. This will result in two pipel~nes from El Paso to Tucsort: one a 
com~nat~on of 16 and 12 Inch pipeanes, and a second one a conddnatlon of 12 indl and 8 Inch i ~ .  ~ 
continuous 12 inch pllxdine would be Instaaed between Tucson and Phoenix and the exiting 8 inch pipeline 
would be removed from service. The estimated conslnJclk)n cost Is $180 million. SFPP states that th~ ~ 
more than quintuple the East Line's current rate base. SFPP asserts that operating expenses, fuel and power, 
property tax~, and Insurance, would also increase. Upon startfng ttm senrlce, SFPP intends to 

(s 3Az] 

cancel its existing East Line tariffs and replace them with new increased tariffs reflecting the increased cost of 
service of the expansion. 

h b e cchc e c b  h g h  e 
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4. SFPP asseds that the proposed expansion is supported by ttm California Energy Commission because the 
shipment of increased volumes of petroleum products from Texas to Arizona will help reduce the demand for 
product from Cafifomia. This would reduce the need to import oil and petroleum products into California. SFPP 
also states that the proposed construction would also increase competition in the petroleum products wholesale 
and retail markets in Arizona and meet in rapidly increasing demand resulting from population growth in Arizona 
and New Mexico. 

5. SFPP states that it will bear all the cost of the proposed East Line expansion. It asserts that it needs 
assurance that it can collect cost-of-sen/ice rotes, as opposed to indexed rates, to justify this substantial 
investm~t. It asserts that the incremental volumes anticipated to be realized by the East line expansion would 
result in returns that am too low to justify SFPP's investment in the expansion if SFPP were permitted to charge 
only the current East Line tariff rotes, as indexed under the Commission's regulations. SFPP stat~ that absent 
receipt from the Commission of the rulings requested in its petition, SFPP wtll not make rite expansion despite 
SFPP's interest in doing so, shippers' interest in the Ixoject, and the demonstrable public benefits from enhanced 
service. 

6. SFPP requests the Commission to make three rulings. First, it requests a determination that if the cost-of- 
service rotes that would result from the additional investment would be 20 percent or more above the indexed 
rotes now used on its East Iine, this ~g constitute a substantial divergence between the ~ u ~  ~ L ~  ~ 
and the East Line tariff rates that would result from the continued application of the Commission's index. Such a 
finding is required by Sect;on 342.4(a) if a carrier seeks to change a rats to recover costs through newly filed 
ra in rather than continuing to use the Commicsion's inde)dng methodology to recover its costs. Section 342.4(a) 
provides: 

Cost-of-Service Rates. A carder may change a rate pursuant to this section if it shows that them is a 
substantial divergence between the actual costs experienced by the career and the rate resulting from application 
of the index such that the rote at the ceiling level would preclude the carrier from being able to charge a just and 
reasonable rate within the meaning of the Interstate Commerce Act. A carder must substantiate the costs 
included by filing the data required by Part 346 of this chapter. A carder that makes such a showing may change 
the rate in question, based upon the cost of providing the service covered by the rate, without regard to the 
applicable ceiling level under §342.3. ;z 

Second, SFPP's requests that the Commission find that a substantial divergerme can be based on a capital 
investment such as SFPP% proposed investment in the East Line expansion. Finally, SFPP is requesting that any 
rates so filed be subject to a minimum suspension so that SFPP can recover the increased costs once the 
expanded system is placed in service. 

7. SFPF concludes that without these assurances it would be imprudent to proceed with the investment 
because of dsk and delay in recovering the additional costs of opemling the East Line. SFPP cites Express 
P/pe/Ine Partnersh/p ~ and Phillips Petroleum Co. & Marathon Otl Co. ~ as holding that a dedarato~/order is 
approl~ate under these circumstances. 

IL Interventions, Pmtimts, and Answers 

8. Public no0ce of SFPP% pelion was issued on September 26, 2002, with interventions and protests due on 
or before October 21, 2002. T'aneiy interventions and protests were filed by Chewon Products Company 
(Chevron), Tosco Corporation ('l'osco), Valero Mad<etJng and Supply Company (Valero), and the Navajo Refining 
Coml~ny, LP. (Navajo). These parties oppo~ granUng the petition ~ declarato~ order on the grounds that it is 
premature, or that any newly filed rates should be Incremental rather than rolled in. The protesting parties am not 
unanimous in their arguments. 

9. Timely intenmntJons and comments were filed by BP West Coast Products LLC and ExxonMObil C_,olp(xa0on 
(collectively Indicated Shippers), 5 Quilddp Corporation (Quild~), the State of Arizona ex re/. Janet Napolitano, 
Attorney ~ (State of Arizona), and Refining Holding Company (RFC). These paflJes support the petition for 
declarat0~ order on the grounds that it wilt encourage the construction of needed capacity and result in greater 

h b • cchc e c b  h g h  e 
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petroleum supp~/es and cornpet~on in the Arizona market. 

10. Longhorn Partners Pipeline LP. flied a motion to intervene and requested leave to file an answer to the 
protests. SFPP a~o requested leave to file an answer. The motions to intervene am granted. Longhom's and 
SFPP's requests to file answem are also granted in that they will provide additional information and c~'ification 
regarding the issues in this proceeding. In addison, Chevron filed a request to answer the answers. This latter 
request is outside the scope of Comndsslon practice, adds lithe here, and is denied. 

!e t ,2~!  

IlL Discussion 

11. The purpose and standards for issulflg a dedamto~ order were discussed in Express, supra. As stated 
there, Section 554(c) of the Ad~nistmfive Procedure Act ixovldes that an agency in its sound discretion may 
issue a de~arato~j order to terminate a controversy or remove unceffalntyfl Rule 207 of the Commlu~on's Rules 
of Practice and Procedure;' provides flint a person must fife a pe~o~ whe. seeking a dec~a~ry order. The rule 
does not InOuda any requirement that a person have "standing" before filing a pefit~n for a declara~ow order. 
Thus, whether to consider provk:ling cle~latatory relief under ~is provk~n is d l s c ~  with ~e Commtssion.P 

12. Under these standards the Commiu~on may §nd, In the exendse of Its d ~ ,  that, as a general ~ ,  
in order to provide definitive guidance for all Intomsted parbes, it would be appropdmte to address oll pipeline rate 
making Issues, such as those raised by the petition of SFPP, in the con~xt of a ~ ~ ~ .  It ~ 
bet~" to address such issue~ in advance of an actual tadff filing than to de~,  ~ ~ ~ u ~ ,  until ~e m~ 
filing Is rnade, when the deds,Zon-ma~ng process would be constndned by the deadlines inherent in t~e statuto~ 
filing procedures. In many cimumstances the public interest is better s e ~  by a review of the issues presented 
before a filing to put the rates into eflecL p 

13. Regarding the medts of this pet~Jon, the issues presented f d  into throe c a ~  in ~ ~ ~ W 
the parbes. The flnR Is whether it Is apixopdate to Issue a dedarato~ oNer concluding t~at SFPP may file to 
recover Jncreasecl costs utilizing cost-of-eefvlce rates. The seoond is whether it Is premature to d e t e m ~  ~ 
any rates filed to recover the expansion co~s should be subject to a minimal suspension. As is discussed below, 
these aspec~ of SFPP's pelion are ~ within existing Commission precedent. The third is whether any new 
rates should be priced incrementally rather than rolled4n to protect the existing shippe~ against ~e increased 
costs. This important underlying issue will be addressed flint. 

A. Whether any Cost-of-se~ice ~ Should Be Incrwnenml or Rolled.in. 

14. Chewon and Navajo mmert that SFPPs request for a dedaratory order should no( be granted because it 
assumes that any cost-of-service rate •Ing will result In SFPP roiling the cost of the enhancements into its 
exJs~ng rate base, Le., Ihe result~g rates will be n)lled-(n ratm. They auert  that this will result In ~ ~ 
I.~e shli)pers inctming a large rate increase for capadty that wiii benefit only Ule new shippers ~ ~11 ~ ~ 
benefidades of the expanded capacity on SFPP's East Line. Navajo argues that the existing shippers will 
sul~dize new shippens over the East Une unlea ~ rates am used to recover the ca~s of ttm ~ 
~ e i a n .  Navajo auerts that the ~ ' s  ix~lcgm govemk~g ~ coas under the N~ural Gas Act 
am equally apptlcable to oil plpeinee. It g~mst~re oandudes that the ~ should apldy here the po(Icy 
Idatmneflt governing the deten~nation of whether the expannk=n coots of naturaJ gas pipeline should ~ ~ 
into e)dstJng ra tu  or I~led on an Incn~mntal bas~s. ~ 

15. SFPP end Longhorn reply b~tat Chevron and Navqo's ixo4eg~ reflect a course of conduct that Is desi0ned 
to protect theb current markets agab~t the b~Dact of Increased ~ .  That competition w~l occw" because 
addi~onal volumes of petmkmm products would be able to reach the Arizona market from points in Texas and 
New Mexico. SFPP and Longhorn asset that the Commission has never required oll pipetnes to 
expansions on an incremental ba~s compared to a s~ngle cost-of-servk:e rate that reflects the total capacity that 

h b e cchc e c b  h g h  e 
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is being utilized. They assert that oil pipelines am common caners that must be open to all product that is 
tendered to them, unlike gas pipelines that are contract carders, and as such, oil pipeline shippem are not entJt~l 
to a amount of capacity defined by long term contractual arrangements. 

16. They further argue that the common carrier obliga'don requires that, if there is insufficient capacity, the 
ptpeliee must pro-rate the capacity that is available on a non-discriminatory basis regardless of when the shipper 
first started using tha facili~es. SFPP further asserts that all shippers are entitled to the same maximum rote 
under the Interstate Commerce Act, and that using different rate methodologies for services between the same 
points would be unduly discriminatory. FinaJly, Lnoghom asserts that the Commission has no authority to regulate 
oil pipeline ent~. It algues that the adoption of incremental pricing would efft~ively regulate oll pipeline enl~y by 
requidng pricing that would make expansion p¢ojects infeasible. 

17. The Commission tint notes that Navajo and Chevron's arguments regarding rolled-in or Ina'emental pricing 
would normally be premature given the procedural status of the petition. As has been discussed, the actual rote 
design for the proposed expansion is not pad of this petition for declaratory order, and is therefore not raised on 
the face of the pel~o.. However, SFPP has requested a ruling that it may file for cost-of-sendce rates under the 
conditions stated in its pe~tlno, 

[81,244] 

and granting the petition would be a de facto recognition that "rolled-ln" rates ate appropriate. Th~ is because 
granting the currant pet l t~ makes sense only if SFPP can expect that ~ r a m  would be road-in because any 
shippers that have to pay incmrnenta/rates would probably not be compeU'dve for the deJivery of peboleum 
products to an expanding El Paso to Arizona market. 

18. SFPP and Longhorn am con'ect that o~1 pipelines are common carders. Unlike the users of gas I~pegnes, 
shippers of pe~n0~eum products have no r~ht to contractual ent~ements for the firm usa of a given amount of 
capacity. -t-t Thus, the failure to expand the system will lead to curtailment of all shippers regardless of thelr relalJve 
saniodty and length of Ume as East Line shippem. SFPP and Longhorn are also com)ct that if an incmment~ rate 
is charged, this will be so favorable to the Mcumbent shippem that it wig discourage the proposed expansion and 
defeat the opportunity for didivering more competJtwely priced petroleum products to the Arizona market. In fact, 
the State of Arizona, Quildflp, and Indicated Shippers support the peMton for declaratory order pceasely because 
of the increased petroleum supply and competitive opportunities that wiJI result. Thus, while the Commission 
cannot preclude Navajo and Chevron from raising the issue of incremental rotes at the time SFPP files to recover 
the costs of its proposed expansion, the Commission concludes that requiring an incremental rate here would not 
conform to C o ~  policies goveming oil pipeline rates and would be inconsistent with the anti-discdminaUon 
provisions of the Interstate Commerce ActJ~ 

B. Whether a Dec/aratory Order/s Appropn'ate 

19. Chevron argues that the cases cited by SFPP deal with proposed constnm/Jon of a new pipeflne, not an 
expansion, and are therefore not apposite. Chevron, Valero, and Tosco all argue that the request for declaratory 
order should not be granted in the absence of a full cost-of-service filing that justifies the proposal costs that 
would underlte the 20 percent increase that SFPP argues should be the threshold in this case, and which would 
pem~t it to file a coet-of-sarvlce case under SeclJon 342.42(a) of the Commisaion's regulations. All three argue 
that previous declaratory orders by the Commission addressing oil pipe4ine oonstmctJon have been premised on a 
full cost.of- service filing to assure that the Commission and the parties fully understand the irr~catJons of issuing 
the declaratory order. 13 They assert that any oil pipeline mque~ng a dedaratow order on rate deign or rate 
levels must provide that such a co6t-of-sarvice filing if the Commission is to role on the petition in an informed 
m s n n e r .  

20. ~ also asserts that SFPP may inflate the coets contained in a cost-of-service filing in order to justify 
the thrsaho~. Chevron further asserts that the Commission must determine whelher the size of the expansion is 
appropriate and whether the proposed abandonment of some SFPP's East Une facilities is consistent with the 
public interest. 

21. SFPP and Longhorn assert in reply that for the purposes of a dec~arat~ order them is no difference 
between the rnajor expansion proposed hem and new constructton involved in Coke/a/or Express. They argue 
that both involve the dsk of large expenditures that would result in a large increase in the p~peline°s rate base and 

h b e cchc e c b  h g h  e 
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its co~t-of- 8en,'k:e. They aiso aasert that SFPP Is not asking the Commission to detem~ne here that any 
IXOposed rates would be just and reasonable and that any filing would have to conform to the Commission's 
methodofogy for astabtishing co~t-baasd rates for oH pipefnes. They further argue that SFPP has not requested 
the Commisslon to approve a rate ~ or a 10¢ojectnd rote level, the two types of issues thet were 
addressed by the previously cited cases. SFPP also concedes that any cost-of-service filing would be subject to 
the prudence and used-and-useful standards that apply in oil rate making Wocoedings.!4 Finally, it rejects the 
nol~n that it has in~mt~as to file a fraudulent cost-of-4mrv~ filing or that it would do so. 

22. The Commission condudas that a large scale line expansion such as SFPP is I~Jmuing here is an 
appropriate subject for a doctsrmory order. As SFPP points out, there is no distinction between new construc~n 
and a large scale expansion in temm of the economic risk that mey be invoived. In the context of ~ pipe~ne 
investments, where utilizing rates h'mt will be charged to all shippers using the line reflects normal C o - - i o n  
policy, the carrksr is aseldng some cortslnty rogsrding its ability to recover a isrge increase in Its costs by •ing 
c o s t ~  ratas to recover tho costs. 

23. Moreover, if the beffiton for dedara~y order is granted, the Commlaskon will not be maldng any prefimmary 
detsmlinatJo~n that the ratas to be indudod in any ~ing are just and reasonable. Tbe Comndssk-n is a d d ~  a 
threshold issue that goes to deton~Inadon of whether SFPP must continue to use its indexed rate levels, or 
instoad mey Ne a cost-of-servlce case to increase Its rates above the indexed leve4 in order to recover the coats 
assodsted with the pmposed expanse .  

ls1,24R 

Other than the incremental remus rolled-ln rote issue imp41cit in the petition, and which was previously dlscuased, 
the nJllng hece does not addmas the methodology used to deslgn the rates or role on the prospective rate leve~ 
that will result from ffm cos~ reflected in a parbcolar methodology or filing. As SFPP and Longhorn argue, the 
ratings requesled hem am different ~om and narrower than the spedfic co~ rnethodologiss ~ ~ ~ 
levels Jn the Exp/ess, Cok3nia/, and P/an/at/on cases. 

24. Moreover, the ruling here is premised on the SFPP's maldng its eventual co,t-of-service filing in a manner 
consls~t with Cornmimon regulations and OH pipeline c¢~ng methodology, supported by the appropdm 
documemtadon. This is the same docunnsntatJo~ that would be required for all ooet-of-eervice rots flings and does 
not decrease the burden on SFPP to make a filing that conforms to the Commlss~n's regulations. If SFPP were 
to fail to do so, it would sirnl~j ~ the purpoee it aseks hem, which is to oMa/~ assumnco that the substantial 
increase in co4ds that SFPP anboipatu will recruit from this expansion can be used to support and can be 
recovered through a co6t-of-eervtco filing. 

25. "l~e Commission therefore finds thet the ~ t y  of basing "subetantJal~y" on the level of investment 
proposed, approximately $180 m411mn, which mo~ paJlJes concede wotdd at least qu~tupis the rate base oftbe 
East Line, presents an issue that is a p p r o p ¢ i s t e h / ~  through a declaratory order. Subject to the caveat that 
any ~Ing by SFPP under Section 342.4(a) to change Its rlltml must confocm ~ ~ ~ s  ~ -  ~ 
flflng reguistJons, the Commiulon concludes thet SFPP may rde ¢ost-of4mrvJce based ratmHo recover ~ 
wojected capital coet of inmeas~ng the capacity of its East Une. In doing so, the Commission is not ruling that any 
such ratas win be deemed just and mason4dde, and nothing hero deprives any shipper of an oppotlunlty to file a 
prot-,si chalenglng any such proposed rates. The Commissk~ is also nof rnaldng a detmn~natJon that any 
penk:uisr level of pmspedtve costs, or peromtags d|vefgenoe between the existing rat~ and thou that would 
enable the carrier to recover such an incmaas, wJJl be the standard for determining any sob~antJal divefgevce in 
subsequent rate cases or requests for a dechuatory order. 

C. Whether a MInl r~  Suq~.~ion ~ Approprla~ 

26. ~ and Valero masrt thst the request for s mlnlmal ~ Is Mso Inapfxoixl~. They aasest that 
the Commiss~ should not 8pprove rate I~ings In odvanco, and that dasp~ a general Commi~on policy In ~ 
procoedings of short m~oemlon, such ~spenslon should not be automat~ They argue tha¢ this ts becauas the 
cost of the cor~n.,ction Is unknown and therefore its po~bie Impant on shlppem and the aR)rophe~nass of ~ 
filing cannot be judgsd at this time. They mmeft that any decision regarding suslxms~0n should not be made until 
ait the facts and ciccumstarces of the fling are before the C o m ~ .  Valero further argues that the 
Commission should not role whether a shod suspanstoo is 8pproprk~ unfil the Commission determines whether 
the filing could have an anti-competitive impact on SFPPs shippers. Chevron also asserts that SFPP is 

h b e cchc  e c b  h g h  e 
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attempting to establish an arbitrary date upon which any increased rotes will become effective. 

27. SFPP and Longhorn reply that SFPP is not attempting to establish rate levels through its pati~on, that 
minimal suspension is consismnt with the Commission's policy, and with the Commission's perception that 
consumers am less affected by oit pipeline rates than those of natural gas ~petines. SFFP replies that it is not 
attemp~ng to establish a unilateral, arbitrary effecl~) date for any proposed co~t-of-esrvice rates, =dating that its 
petition specifically states that the effective date of the rotes will be conb'oiled by the in es~tce date for the 
expanded facil~es. RFC and Indicated Shippers support SFPI~s request regarding any suspension with the 
rese~ation that any action here is not mHng on the prudence of the Woposed investment o~ whether the resulting 
rates will be just and reasonable. They reserve all r~ghts to review the proposed rates and to request the 
Commission to determine whether the proposed rates are just and reasonable. 

28. The rationale for a short suspension was enunciated by the Commission in Buckeye Poe L;ne Company. ~5 
In that case the Commission revemed a decbdon by its Og Pipeline Board adopting a policy of seven month 
suspensions unless d~cumstancas wanantsd a shoder pedod. The C o m m ~  ruled that unless the matter was 
referred to the Commissk)n and the C, ommtssk~ determined otherwise, all oil pipeline s u ~  were to be for 
one day. The ~ contrasted the sltuatlm~ of gas and utility consumers with that of oil pipeline shippers, 
stating that utility consumers wore mobile and have more limited financial resources, and therefore had a greater 
need for protect~ than shippers involved in the l i t~at~ ofotl pipeline rate Ixoceedings. In coofm~ oil pipeline 
shippers would almost always be identifiable for refund purposes because of their morn coherent involvement 
with the pipeline. Since refunds were ¢onslde~d more likely to pcotect oH shippers than consume~, the 
Commission cor~uded that the consistent use of a shortened suspension period was appropriate for oil pipelines. 

29. The Commission finds that SFPP has a p p ~  requested a dec~amto~ order regarding the possible 
suspansion padod for the cost-of- sendes rates it may file to recover the coats of expanding its East Line. As 
Longhorn, SFPP, and 

the supporting shippe~ state, it is Commi~don policy to use minimal SUSl:ens~fls in oil pipeline cases because 
the inte~sts of consumers am k~m libe~y to be affected. The Corm'nlssk~n's meti'mdo~ogy for establishing oo6t 
based rates for oil pipelines has been defined in detail in Ol~ion Nes. 435, 435-A ond 435-B, ~ and any cost-of- 
service filing must follow that rno0~lo~gy and be baaed on verifiable costs. Thus, contrary to the arguments of 
the protesting shippers, by ~ a short suspefl~on the Cocnmisaton would not be a u t o ~ l l y  ruling that 
the rates SFPP may file woukl be just and reasonable, nor giving SFPP a blank check to submit any level of costs 
without regard to regulatory requirements. 

30. The assurance requested hem is that SFPP not be forced to accept large losses pending the effective date 
of rates once it is prepared to place a costJy expansion in service to meet shipper needs simply because a protest 
is filed.~7 The refund requirement protects shippers against any acoounting errors or disputes about the 
appropriateness of particular eternente of the Mng. SubJeCt to the caveat that SFPP must make a complete filing 
as required by the Commission's regulates, the Commission will grant SFPP's request that a cost-of-esrvica 
filing to recover the investment in the East Line proposed here be effec0ve the date requested by SFPP, -IB so long 
as a shortened suspension would be consistent with the Commission's po~cy as stated in Buckeye. 

The Comm/u/on orders: 

The pat~on for daclarato~ order is granted to fhe extent described in the body of this order. 

I SFPP stemd in its petition that Longhorn was expected to begin operations in late 2002. The esdisst date is now 
expacMd to be May 2003. 

2 l _ ~ J ~ _ ~ . . R . ~  (2002). 

75 FERC 1181.303. at o. 61.g67 (1996). 

h b e cchc  e c b  h g h  e 
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[~ _F~R~C ~8_1=2_~0, aj_p_._61 9~2,  (1992). 

5 Indicated Shippam support granting the pefibon, and then present an extensive argument why SFPP's positdon 
on this issue of'substant~l divergence" is inconsistent wlth SFPP's poeition on the issue of"substantially 
changed circumstances" in another proceeding. This is not germane to this ord~ and will not be addressed here. 

6 

7 I G.F .2  (1995). 

e See, for example, Phillips Petroleum Company and Marathon Oil Company, 58FE_ERC._~90_ (1992); and 
Longhorn Par~em P4oe/ine, 73 FER_C 1_~_~.~ (1995). 

9 Expms,% 7_5_FERC at D. 61,~_Z. 

19 Citing Certification of New Interstate Natural Gas Pipeline Facilities, ~8 FERC II81,227 (1999). 

1I Part 284 of the Commission's regulations makes cJear that gas pipelines must make capacity available on a 
firm basis at the maximum rate if the c~adty  is evalisl~e. All gas i~pelne tadffs provide some type of fie breaker 
in the event that capacity is inadequate to meet the demands of all the potential shippers. 18 C.F.R. Part 284. 

~2 49 App. U.S.C. §§2 and 3 (1988). 

~3 C~ng Express P/pe/ine Partne~h/p, 75 FERC ~81.303_ (1996) (Express); Cdonia/P/pe//ne Co., F ~  
(1999) (Co/on/a/); and P/ante~n ~ L/ne Co., ~ (2002) (Plantation). 

1' See SFPP's Moron for Leave to Answer and Answer of SFPP, filed November 2, 2002, at 14, c/t/rig Kuparuk 
Transpodatfon Company, 55 FERC 1161.122 (1991). 

,5 (1980) (Buckeye). 

la SFPP, LP., 88 FERC ~81.022 (1999) (Opinion No. 435); SFPP, LP., 91 FERC ~61.145 (2000) (Opinion No. 
435-A); SFPP, LP., 96 FERC 1181.281 (2001) (Opinion No. 435-B). 

~" Given the history of the parties, protests would appear to be a virtual certainty even if every aspect of SFPP's 
filing achieved regulatory perfectiotq. This is not ttte standard by which a request for short suspension would be 
judged. 

fe As noted, SFPP states this will reflect the in-senfce date of t~e facilities, and in any event can be no earlier 
than the date ~ the p r o ~  rates ara aclua.y flisd. 

(P 2005, CCH INCORPORATED. All Rights Reserved. A ~ u w e r  Company 
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