oloni C
Order on Petition for Declaratory Order
89 FERC 961,095 (1999)
Order on Rehearing
95 FERC 461,355 (2001)

Colonial Pipeline Company (Colonial) sought a declaratory order regarding the
impact of a proposed line addition that wouid shorten the existing route currently used to
serve transportation between Houston, Texas and Nashville, Tennessee. Colonial asked
the Commission to declare that: 1) cancellation of the pre-existing ratesto !™ ° ™
would not be subject to challenge once the new line goes into service, 2) the indexed
rates for the unchanged 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 existing, indexed rate in use for the
existing portion of the route and a cost-of-service rate for the new portion of the 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 Commission generally granted Colonial’s request for a declaratory order.
With particular regard to the third item, the Commission found that had Colomial
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, grandfathered rates for the existing
portions of the route and institute initial 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 indexing regulations.

On rehearing (95 FERC %61,355), the Commission affirmed that new pipeline
facilities can constitute 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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[61,288)
[161,095)

Colonial Pipeline Cc ... Jany, Docket No. OR99-16-000
Order on Petition for Declaratory Order
(lssued October 27, 1899)

Before Commissioners: James J. Hoecker, Chairman; Vicky A. Bailey, William L. Massey, Linda Breathitt,
and Curt Hébert, Jr.

On June 15, 1989, Colonial Pipeline Company (Calonial) filed a petition for declaratory order, seeking
declarations from the Commission that the new rates proposed by Colonial for service from Houston, Texas to
Nashville, Tennessee, through the combined use of its existing mainline and a new line to be constructed from
Talladega, Alabama to Murfreesboro, Tennessee, with an intermediate point of delivery to Muntsville, Alabama,
would be justified as more fully described in its petition. ! More specifically, Colonial asks that the Commission
order that the cancellation of Colonial's pre-existing rate for service to Nashville will not be subject to challenge
when the new line goes into service; that its indexed rates from Houston and other origins to Birmingham,
Alabama will not be subject to challenge as the result of the connection of the new line; that the Commission will
accept the proposed initial joint rates for service to Huntsville and Nashville as proposed by Colonial; and that the
cost of service component of the overail rates to Huntsville and Nashville will not be subject to challenge except
as provided in the Commission’s indexing regulations as applied to that particular segment.

Background

Colonial is 8 common carrier pipeline that transports petroleum products in interstate commerce. Colonial
presently moves product from Houston to serve Nashville through two parallel stub lines, which originate at a
connection with the Colonial mainiine near Atlanta, Georgia, and run generally north and northwest from that
connection point, through the Chattancoga, Tennessee area, to Nashville.

In recent years, Colonial states that its service to Nashville has been seriously constrained because of
insufficiant pipeiline capacity to meet overall demand. Colonial states that nominations to Nashville have
exceeded available capacity, resulting in prorationing of shipper nominations. Colonial proposes to construct a
new 20-inch diameter line, running approximately 168 miles in a generally northem direction from a point on the
Coionial maintine near Takadega, Alabama, to a new terminal at Murfreesboro, Tennessee, just south of
Nashvilie, at which point the new line woukl connect to the exdsting stub lines, with a new connection to serve the
Huntsville, Alabama area. Colonial is petitioning the Commission for a declaratory order regarding the proposed
rates for transportation service through this proposed new 20-inch (ine.

Requests fo Intervene and Protests
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Nashville would appear to be appropriate in these circumstances.
2. Rates from Houston to Birmingham

Colonial presently 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 combination with new rates to Huntsville
and Nashvllle that will be based on the cost of service of the new Talladega-to-Murfreesboro line. it seeks a
determination that the pre-existing rates for the transportation from Houston and other origin points to Birmingham
will not be subject to challenge as the resutt of the connection to the Talladega-to-Murfreesboro line.

The rates currently in existence @ __J Colonial's mainline from Houston and other points of origin to
Birming  n are "grandfathered” pursuant to the Energy Pol  Act of 1892 (EPACt, l, thus, are deemed to be
just and reasonable. * The mere connection to additional downstream facilities, i.6. the proposed Talladega-to-
Murfreesboro line, would not negate the grandfathered status of the rates for movements from Houston and the

other points to Birmingham.
3. Proposed Initial Rates for Service to Huntsville and Nashville

Colonial proposes to construct a new pipeline extending from Talladega on its mainline just east of Birmingham
in a northerty direction through Huntsville, Alabama to Murfreesboro, Tennessee, which is on its existing line east
of Nashville. Colonial proposes to charge rates for its service to Huntsville and to Nashville consisting of a
combination of its existing grandfathered rate from Houston to Birmingham and a rate for service from
Birmingham to Huntsville and Nashville based on the cost of

[61,270]

service of the new line extending from Talladega to Murfreesboro. Colonial states that instead of providing the
service itseif in its entirely, it may form a sister company to own the new facilities to be constructed and provide a
joint service with the new company, but that it has not committed to do so. The primary rate question presented,
thus, is whether, given Colonial's proposal to construct a new line from its mainline to its existing line leading to
Nashville, Colonial may charge a combined rate composed of its existing rate from Houston to Birmingham and a
new cost-of-service based rate on the proposed Talladega-to-Murfreesboro pipeline for service to Huntsville and
to Nashville. Colonial seeks an order which will state that the Commission will accept the proposed rates for
sarvice to Huntaville and Nashville as set forth in its petition.

Protestors contend that what Colonial is proposing is, in effect, a rate increase for its existing service from
Houston to Nashville, which Colonial must justify based on a cost of service showing for the entire Houston to
Nashville route. Colonial currently charges about 82 cents per barrel for service from Houston and other origin
points to Nashville through its mainfine extending to Atlanta, Georgia, and thence through lines through

, Tennessee to Nashville, some of which will now be abandoned, eliminating the availability of the
82-cent through service from Houston to Nashville.

The Commission’s reguiations provide that a pipeline's rates apply to specific routes that must be stated in a
pipeline's tariff so that the actual routes may be ascertained. ¥ The 82-cent through rate that Colonial currently
charges for Houston to Nashville service applies to the existing route from Houston to Nashville hwough Atlanta.
When that service is cancelled, if Colonial were to propose new through rates from Houston to Huntsville and
Nashville over the new Talladega-to-Murfreesboro line, those rates woukl apply to that specific Houston to
Huntsville route and would have to be established and justified as initial rates under the Commission's
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- Footnotes —
{61,268]
' Appendix A is a map of the Colonia! system as it pertains to this order.
[81,269)

2 49 App. U.S.C. §1 (1984).
3 See ARCO Pipeline Company, 55 FERC ™ =~ (1981); Texaco Pipeline inc., £° “ERC ¥62.051 (1992).
4 Amoco Pipeline Company, P~ ©F©~ ==+ =~ -1508)

542 4.S.C. §7172 note (1994).
[61,270]

& 18 C.F.R. §341.3 (bX8) (1999).

7 Section 342.2 of the Commission’s reguiations, 18 C.F.R, §342.2 (1999), provides that a camier must establish
an initial rate for new service by a cost of sarvice filing of by an unprotested fillng agreed to by at iaast one non-
affiliated person who intends to use the service,

8 See, Express Pipeline Partnership, 76 FERC 181,245 (1996), and Point Arguelio Pipe Line Company, 55 FERC
161,329 (1991).

(61,271]

918 C.E.R. §342.3 (1999).

1018 C.F.R. §342.4 (1999)

" 18 C.E.R. §343.2 (c)(1) (1999).
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