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Colonial Pivellae Comum~t~y 
Order on Petit/on for Declaratory Order 

Order ou R ~ r i n g  
9S ~ R C  q61~SS (2001) 

Colonial Pipeline Company (Colonial) sought a declaratory order regarding the 
impact of  a proposed line addition that would shorten the existing route currently used to 
serve mmsporlation between Houston, Texas and Nashville, Tem~asee. Colonial asked 
the Commission to declare that: 1) cancellation of the pre-exietin 8 rates to Nashville 
would not be subject to chullense once the new line goes into service, 2) the indexed 
rates for the unclumged portions of the route would remain indexed and not subject to 
challenge, 3) the initial rates for the service to Huntsville (a new point) and Nashville (an 
existing point) may reflect a combination of the ~ indexed rate in use for the 
exis~ng portion of the route end a cust-of-service rate for the new portion ofthe route, 
and 4) the cost-of-service component of the rate will not be subject to challenge except as 
provided for in the Commission's indexing regulations. 

The Commiss/on generally granted Colonial's request for a declaratory order. 
With particular regard to the third item, the Commiwon found that had Colonial 
proposed a new through rate to Nashville over the combination of existing and new lines 
(essentially, a new route), that would have to be justified as an initial rate. However, 
Colonial was proposing a combination of individual movements each with its own local 
rate. Thus, it was able to maintain its existing, grandfaltu~red rates for the ex/sfing 
portions of the route and institute ~ rates for the new portions. As to the fourth item, 
the Commission clarified that, once the initial rates are established, and assuming they 
remain indexed, then they will not be subject to challenge except as provided for in the 
Commission's indexin8 regulations. 

On rehearing (95 FERC 161,355), the Commission affn'med that new pipeline 
facilities can con~itute a new route, even if the destination point served by that new line 
was previously served via other portions of the pipeline. 
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COMM-OPINION-ORDER, 89 FERC 18%095, Colonial Pipeline Company, Docket No. OR99-16-000, (Oct. 27, 
1909) 
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Colonial Pipeline Company, Docket No. OR~F16-000 

[61~SS] 

[161,09S] 

Colmdal Pipeline Company, Do¢lmt No. OR99.t6-000 

Order on Petition for De¢lamtmy Order 

(bmued October 27, 1999) 

Before Commblionam: James J. Hoedmr, Chlirman; Vicky A. Bailey, William L Mmmey, LJnda Blreathltt, 
and Curt H41bert, Jr. 

On June 15, 1999, Colonial Pipeline Company (Colonial) filed a petition for dedamtoW order, seetdng 
dedaraUons from the Commission that the new rates proposed by Colonial for sen.ice from Houston, Texas to 
Nashvll/e, Tennessee, through the combined use of its exJslJng mainline and a new line to be conslTucted from 
Talladega, Alabama to Murfreesbom, Tennessee, with an intermediate point of delivery to Huntsville, Alabama, 
would be justified as moce fully described in its petition. 1 Morn specifically, Colonial asks that the Commission 
order b'mt the cancellat~ of Cok~Lsra pre-ex~dng rate for serv~ to Nashville wfl! not be sut~ect ~ chalkmge 
when the new line goes into sefvlce; that its indexed ratos from Houston and other origins to Birrrdngham, 
Alabama will not be subject to challenge as the result of the connec~on of the new line; that ttm Commission will 
accept fire proposed In/t~ joint rates for sen/ice to Huntsville and Nashville as proposed by Colonial; and if+at the 
cost of service component of the overall rates to Huntsville and Nashville will not be subject to challenge except 
as provided in the C o m ~ n ' s  indexing regulations as apl~ied to that particular segment 

Background 

Colonial is a common carder 101pe~ne that transports petn:)leum products in intermte commerce. Colonial 
pmsentJy moves product from Houston to ~ NashvJge through two pamllet stub fines, which odgtnato at a 
¢ o n ~  with the Colonial mainline near Atlanta, Geo~ia, and run genera41y north and northwest from that 
connection point, through the ~ ,  Tennessee area, to Nashvi~. 

In recent yearn, Golonial stahm b~mt its see'ice to Nasl~dHe has been sedously oonstmined because of 
Insuffident p ~ I n e  c~uq~Ry to maet ovm'd demand. Colonlsl m t h e t ~  Io N a s h ~  have rou~ne~ 
exceeded available capacity, m~JIt~g In proraS~ing of shipper nominations. Colonial ~ to oo+,.sm~ a 
new 20-1rich diameter Hne, funning approximately 169 ndles in a generally nol~tem dimdJo, from a point on the 
Cordial mainflne near Tdadega. ~ .  to a new tenlninal i M u ~ .  T e r r a i n .  just soufft of 
Nashville. at whk:h point the new llne would conflect to the existing stub lines, with a new c o n n ~  ~ ~ ~ 
Huntsvifle, Alabama area. Colonial is pe~oning the Commission for a dedaratc~ order regarding the propos~ 
ratm~ for tmnspodat~on service through this proposed new 20-inch line. 

Requests to Intervene and Protests 

h b e cchc  e c b  h g h  e 
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Public notice of Coloniars potition was issued on June 18, 1999, with interventions and protests due by July 15, 
1999. The due date subsequently was extended to August 5, 1999. Exxon Company, U.S.A. (Exxon), Mo6va 
Enterprises LLC (Mo'dva), Marathon Ashland LLC (Marathon) and the Committee Against the Co~nial Pipeline 
(MPACT) filed motions to intervene and protests to Colonial's request for dedarato~j order. State of Alebama 
Representatives Lowell Barton and Albert Hal~ each filed letters of concern respecting any tariff increase for 
Colonial, based on Cok~ial's efforts in the state to obtain tax-exempt status. A citizens assodatJon, MPACT, filed 
a motion to Intmrvene and protest out of time, and no objection has been forthcoming to its being allowed to 
intentene Therefore, MPACT as well as Exxon, Motlva and Marathon are granted permission to intervene. The 
letters filed by the Alabama State representatives will be placed in the official record of this proceeding. 

D~cuss/on 

Colonial seeks a Commission order declaring: (1) that the cance~qation of Cok~iat's pre-e.~sting rates to 
Nashville will not be subject to challenge when the new Talladega-to-Murfrsesbom line goes into service; (2) that 
its Indexed 

lSl,Zn] 

rates from Houston and other origins to Birmingham ~ not be subject to challenge as the result of the 
connection to the T a l t a d e g a - t o - M u ~  line; (3) that the Commission wlti accept the proposed initial joint 
rates for se~dce to Huntsville and Nashville as proposed by Colonial; and (4) that the Taladega-to-Murfreesbom 
cost of seNica component of the overall rates to Huntsville and Nashville will not be subject to chalkmge except 
aS pcovided in the Commission's indexing regulations as = 1 ~  to that particular segmenL VVe discuss each of 
thase requasts below. 

1. Challenge to Cance~letion of Pre-extst~g Rates to Nashville 

Cok~ial Ixopcaas to establish both a new sen'ica to Huntsville through the T a l i a d e g a - t o - M u ~  line as 
well as a new expanded sendca to Nashville. Colonial proposes to cancel the exuding tariff rates to Nashville, and 
to idle one of the exl~ng 8-inch pipeUnes extending northward from the mainline int~connectlon at Atlanta 
Junction to Chattanooga, Tennessee, and to idle both pipe~ines presently oonnec~ng Chattanooga and 
Murfrassboro. Colonial seeks an order horn the Commission dedanng that idling of those facilities presently used 
to serve Nashville and canceliatmn of the existing rates for sen'Ica to NashvUle will not be subject to challenge. 

The Int~mtate Commerce Act (ICA) Z does not give the Commission judsdic0on over abandonments. 3 
Tmnsportom am generally free to cano~ sen~cas at their will, subject to certain conditions. Although the 
Cormnission does not have abandonment authority over oil pipeline facilities, we have asserted jurisdiction over 
cancellation of servlcas in limited circumstances. Mo(Jva contends that the cancalletion of service to Nashv#le is 
still subject to ch~lange, citing Amoco. 4 In Amoco, the transporter proposed to cancel service at certain origin 
points along its mainline pipeline, while keeping the mainline pipeline in senrlca for servlca downstream of the 
cancellation points. The Comn~ssion indicated there that It was not devoid of jodsdicOon in those droumatancas, 
sJnca the mainline pipeline would still be in sentice. The Commission stated that such cancellation would affect 
throughput on its system, which in tum would affect Amoco'e system-wide cost of service, and t ~ e b y  may affect 
its ratas. The Commission stated that it therefore had judedlc~on under Section 15(7) of the ICA, since 
progesed cancelletions would in fact arrant rat,,s. 

However, Amoco involved canceliatJon of points of origin along a pipeline that would continue to be in service 
attar the cancaaatJons were made, for servica to points downatmam of the canoeled polnts. That is not the case 
here. Rather, Coleniars petition indicates ~ it will Idle certain of its facilities, which we take to mean that those 
facilities which had been used to transport petroleum products to Nashville will be abandoned. The idled faciiffias 
Include ell the plpelinas extending from Chattanooga to Murfreasbom, thereby maldng continued service to 
Nashville over the pre-existing route i r r ~ b t e .  Thus, cancelk~ion of the pre-existing rate schedule for service to 

h b e cchc e c b  h g h  e 
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Nashville would appear to be appropriate in these drcumstencas. 

2. Rates from Houston to Birmingham 

Cok)nlal presen~ has rates in effect for service from Houston and other origin points to Birmingham. It does 
not propose to alter these rates. Colonial proposes to use these rates in combinat~n with new rates to Huntsville 
and Nashville that will be based on the cost of sen/ice of the new Talledega-to-Murfmesboro line. It seeks a 
datermlnatlon that the pre-existing rates for the t m n s ~  from Houston and other origin points to Birmingham 
will not be subject to challenge as the result of the connection to the T a l l a b e g a - t 0 - M u ~  line. 

The rates cunen~ in existence along Co4(xliars mainline from Houston and other points of origln to 
Birmingham am "grandfothemd" pursuant to the Energy Policy Act of 1992 (EPAct) and, thus, are deemed to be 
just and masonel0te. 5 The mere cooneclk3n to additional downstream factlitkm, Le. the ixoposed Taltedega-to - 
Murfmesboro 5he. would not negate the gmndfathamd status of the rates for movements from Houston and the 
other points to Birmingham. 

3. Proposed Initial Rates for Sendce to Huntsville and Nashville 

Colonial proposes to construct a new pipeline extending from Talladega on its mainline just east of Birmingham 
in a northerly dimcbon through Huntsville, Alabama to Murfmasbero, Tennessee, which is on its existing line east 
of Nashville. Colonial proposes to chaige rates for its service to Huntsville and to Nashville consisting of a 
combination of its existing gmndfathemd rate from Houston to Birmingham and a rate for service from 
Birmingham to Huntsville and Nashville based on the coet of 

[61,270] 

sewico of the new line extending from Talindega to Murfiaasboro. Colonial states that instead of providing the 
servtco itself in Ite antkety, it may form a sister company to own the new facgitles to be constnJcted and provide a 
jo4nt servlce with the new company, but that it has not c o m ~  to do so. Tha prbnary rate quastinn presented, 
thus, is whether, given Colonisrs proposal to construct a new line from its mainline to its existing line leading to 
Nashville, Colonial may charge a combined rats composed of its existing rate fiom Houston to Birmingham and a 
new cost-of-servico based rate on the ~ Talladega-to-Murfmasboro pipeline for service to Huntsville end 
to Nashville. Colonial seeks an order which will state that the Commission will accept the pnopo~mcl retire for 
service to Huntsville and Nashville as set forth in its petition. 

Protestom contend that what Colonial is proposing is, in ~ a rate increase for its e.~dsfing service flora 
Houston to Nashville, which Colonisl must jusafy based on e cost of senrk:e showing for the entire Houston to 
Nashville route. Colonial currently charges about 82 cents per barrel for sen/ice from Houston and o~ler origin 
points to Naatwf~e through its malnlthe extending to AIJanta, ~ l a ,  end thence through lines through 
Chabenooga, Tennessee to NuhvHle, some of whlch will now be ~ ,  ~mlnating the availability ofthe 
82-cent through sen~ce from Houston to Nash~le. 

The Commission's regula~ons ixovide that a pipeline's rotes apply fo spedflc mutes that muat be atated in a 
pipetine's terlff so that the actual routos may be ascedalned. 6 The 82-cent through rato that Cok~isl c o ~  
charges for Houston to Nashv, le sen'ice applies to the e~sting route fiom Houston to Nastwille through AUantL 
When that service Is cancelled, if Colonisl were to propose new throogh rates flora Houston to HuntsvUle and 
Nashville over tha new T a l a d e ~ u r f m a s b ( x o  line, those rates would apply to that spedflc Houston to 
Huntsville route end would have to be astebiished and justified as initial rates under the Commtaslon's 
regula~ons. 7 

h b e cchc e c b  h g h  e 
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Co~ial ,  however, is not Ixopceing through mtas from Houston to Huntsville and Nashville. Rather, it is 
proposing a combfnation of individual movements using local rates over existing and new routes to provide 
service from Houston to Huntaville and Nashville. Each of the routas that Colonial would combine to provide this 
service will have specific local rates that apl~y to that route and to the movements over that mute. Thus, Colonial 
by combining individual movements over the exJ~ng mute from Houston to Birmingham with individual 
movements over the new mute from Birmingham to Nashville, wil be able to use grandfathered mtas for Houston 
to Birmingham and initial rates for Birmingham to Huntsville and Nashville. The rates for movements from 
Houston to Huntsville and Nashville thus will be the sum of the rates for these individual movements. If Colonial 
forms a new company to own the new TaUadaga-to-Murfmasboro line, Colonial and the new company will be able 
to provide service from Houston to Huntsville and Nashville using joint rates offered in a joint tariff filed by either 
Colonial or the new company. 

Colonial is proposing a levelized three-year rate for its initial Talladaga-to-Muffrassboro-based cost of secvice 
rate. Colonial states that under a conventional year-by-yasr calculation, the rate in the first year or two of service 
would be retath/ely high because votu~nas typically are low at first, but build up over time. Rather than subject 
shippers to what Colonial charactenzas as "front4md shock," Colonial ~ to base its init~ rates on 
pmjeoted costs for the new line ond throaghput over the first thras years of operation, with a cemmitment not to 
seek any nigher rates for the service over that three-year period, except as permitted by indexing. Colonial also 
states that the levellzed rate is deigned to compensate fo¢ initial forgone revenue by alowing sJigl~/higher 
revenues than would othanWme occur In subeequont years. Colonial requests assurance that its three-year 
levelized rate approach will be accepted when it files to astal~lsh its initial rates. The Commkmion in the past has 
approved the concopt of levetized rates, e Thus, Colonlars proposal for three-year levellzed rates is acceptable. 

We approve here only the ~ l o g i ~  for charging rates and establishing initial rates as discussed above. 
We do not e ~  arty view on the level of the cost of asncico rates listed by Colonial in its apl~catton. Colo, iars 
actual cost of service will not be established until after constriction of the Talladega4o-Murfmesboro line is 
completed. The appropriate cost of service, thus, must be determined when Colonial files to establish inibeJ rates 
based on that cost of sorvice. 

[61,271] 

4. Challenge to the Talladega-to-Murfreesboro Cost of Sennce 

Colonial seeks an order declenng that the T a l i a d a g a - t o - M u ~  cost of sen,4ce component of the rates to 
Huntsville and Nashville will not be subject to challenge except as provided in the Commlssk~'s indexing 
regulations as applied to that particular segment. As stated earlier, the Cornnt~on's regulations require that 
inibel rates be cost-justified, or be a rate agreed to by a non-affiliated shipper, e Once established, however, initml 
rates can be indexed, to The Commission's regulations also provide that challenges to indexed rates must allege 
that the established mtas violate al~icebk) ceiling levels or that ~ rate increases (or decmasas) are so 
subst=mtially in excess of actual ccet increases (or decreases) that the rates are unjust and unreasonable. 11 
Thus, under the Commission's ragulstJons, if C,~oniars inl'aal rates based o¢1 the T a l l ~ l ~ u r f m e s b o r o  line's 
cost of service remain indexed, they can be challenged only on these grounds. 

The Comm/s~on otOer~. 

The pe'dtion for declem~ry order filed by Colonial on June 15, 1999, is granted as discussed in the body of this 
order. 

[61,272] 

h b e cchc e c b  h g h  e 
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- Footnotes - 

[sl .rj 

1 Appendix A is a map of the Cok~ial system as it pertains to this order. 

[s%2sg] 

z 49 App. U.S.C. §1 (1994). 

3 See ARCO Pipeline Company, 55 F Cf;~C~,.0_(1991); Texaco Pipeline Inc., 58 FERC '1162.051 (1992). 

( Amoco Pipeline Company, 83 F ~ ( 1 9 9 8 ) .  

s42 U.S.C. ~7177,.note (1994). 

[61,2701 

6 18 C.F.R. ~341.3 (bX8) (1999). 

? ~ 342.2 o~ the Cornrrdsslon's regulations, 18 C.F.R. ~342.2 (1999), provides that a carrier must establish 
an initial rote for new se~ce by a cosl of sendce filing or by an unprotestad Nlng agreed ~ ~ ~ ~ ~ ~ 
affiliated pemon who intends to use the secvlce. 

8 See, Express Pipeline Per/ner~D, 7_6 FERC ~61.245 (1996), and Po/nt Argue#o Poe/.Jne Company, 55 FERC 
v~1.3._2~_(1991 ). 

[61,271] 

Q 18 2.3 (1999). 

~0 18 C.F.R. ,~,342.4 (1999). 

11:18 C.F.R. §343.2 (c)(1) (1999). 
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