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PJtlnt pjpeJJpe, LP.
Letter Order

110 FERC ,61,185 (2005)
Plains Pipeline, L.P. filed a tariff supplement to WlbWldle its previous rate into
three rate components: l) mainline tnmJportation. 2) gathering, and 3) truck unloading.
Inasmuch as the unbundled rates provided that the shippers would pay leas, under
all possible transportation scauaios, than what they are paying under the current tariffs.
and the proposed changes will not prevent ~hipper& from continuin& to move crude as
they had in the past, the Commission accepted the filing. The Commission conditioned
its acceptance upon Plains' complying with the Commission's indexing methodology,
such that the overall cost to shippers under Plains' tmbamdlcd rates must not exceed the
effective ceiling levels of its existing bundled rates for similar movements.
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COMM..OPINION-ORDER.110 FERC !81,185, Plains Pipeline, LP., Docket No. tS05-135-000, (February 25,
2005)
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Plains Pipeline, L.P., Docket No.IS05-1~

[61,668]
[181,18fi]

Plalna Pipeline, LP., Docket No.ISDS-135-000
Letter Order
(Issued February 25, 2005)

By dlrwc:tlon of the Commlnion: Mapile R. Sala, S.Cret.ry.
Reference: Plains Pipeline, L.P. Supplement No. 3 to FERC No. 42

1. On January 25, 2005, Plains PlpeJine, l.P. (Plains) filed its Supplement No. 3 to Ita Rate Schedule FERC
No. 42. Plains requested Its proposed tariff beoome effective February 1, 2005. Continental Resources, Inc.
(Continental), an oil production company operating throughout the Rocky Mountain, Mid-Continent and Gutt Coast
regions of the United States, filed a protest and motion to reject the Plains filing on February 10, 2005. For the
reasons appearing below, we conditionaJiy accept the filing effadive February 1, 2005, as proposed. This
acceptance benefits the public because it reduces rates for transporting aude oil on Plains.
2. Aa stated in the letter accompanying the tarttr filing, Supplement No. 3 to FERC No. 42 breaks down the
mainline shipping charges to Baker, Montana, Into three rate components: (1) mainline transportation; (2)
gathering; and, (3) truck unloading. Plails states Its proposal lowers overall shipping charges to the shipper. In
addition, ~ proposes to establish services and rates at two origin points, ELOB Junction and Marmath
Station, and submits an aftidavlt attesting that these newty established services and rates have been agreed to by
at least one non..afftllated shipper. Plains requests special permission to file this tariff publication on less ttan 30

days notice, In order to fulfill a shipper's request
3. As mentioned above, on February 10,2005, Continental flied a protest. motion for Intervention and motiOn

for rejection of Ptains' tarttf filing. Continental contends that Plains' attempts to disguise the creation of a
substantial number of new initial rates In Supplement No.3. Continental atso contends that Plains inappropriately
proposes, in Supplement No. 3, to require all etude oiJ tendered on the Tlllf'lton line at McKenzie and \MIIiams
Counties, Nofth Dakota, and Richtand and McCone Counties, Montana, contain a sulfur content of no more than
0.35 percent by weight AnaJJy, Continental aMeges that Plains proposes to deduct one-quarter of one pen:ent of
alf aude oil transported on Plains to allegedly cover "evaporatiOn and loa during transpc:wtation," without
providing cost justification for this charge. Continental also contends that, as applied to the Baker pipeline system,
this evaporation and loss charge Is a new rate.
4. On February 15, Plains filed a response to Continental's protest and motion to reject. in which it JlO'nted out
certain emms made by Continental in tts seeking rejection of Plains' filing. Therufter, on February 17, 2005,
Continental filed an answer to Plains' answer, which it acknowtedged is not permitted by the CornmissK>n's rules.
The only new Item contained In Contlnentars February 15 answer that was not In Its original protest is
Continentars admission that It had made a mistake as to the composition of the Plains' tariff fiftng. ConUnental
therefore withdrawa its motion to reject the tariff filing. The rest of this answer appears to be duplicative of wtlat
was contained In the protest Therefore, Continentars motion to reject is deemed withdrawn.

5. Plains FERC Tariff No. 42 contains rates, terms and conditions for two pipelines. The Baker line has origin
points In Harding County, South Dakota: BcNnnan County, North Dakota; and Fallon County, Montana, and a
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destination of Baker Station, Fallon County, Montana. The Trenton line has origin points in McKenzie and
William Counties, North Dakota; and Richland and McCone Counties, Montana, and a destination of Trenton
Station, VVI:IIams County, North Dakota. In its instant submission, Plains proposes rate changes to its Baker line,
but proposes no rate changes to its Trenton line.
6 . The cunent and proposed mainline transportation charges are as follows:

[61 ,669]
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Rate (¢
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I bbl)
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Harding Co. ,
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Fallon County, MT
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Rhame
Station
Bowman Co, ND
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Bowman Co.,

46.00
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• Currantly effective rates are all at their Current Index Ceiling
Leve l s.

7. Plains propose a truck unloading fee of 7.5 cents per baneJ for all shipments unloaded from tank cars and
tank truck facilities. In addition, Plains proposes the following gathering charges:

Goa~

In

Delivered 'l'o Origin Point At

Rate

(¢

I bbl)

Harding Co., SO

Rhame Station, Bowman Co., ND

30.00

Bowman Co. , ND

Rhame Station, Bowman Co., ND

20.00
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Marmarth Station , Bowman Co . ,
Bowman Co., ND
fallon Co ., ND

ND

10 . 00

ELOB St at i on, Fallon Co., ND

10.00

In its protest, Continental oontends that Plains attempts to establish new tariff rates with the Commission for
mainline transportation, as well as gathering and truck unloading fees. Continental urges the Commlssion to
require Plains to provide cost justification for each new rate and charge that It proposes to implement In its tariff
filing, Plains states that it used the provisions of Section 342.2(b) of the Commission's regulations to establish
these new tariff rates. 1 Citing Section 342.2(b), Continental requests that the Commission suspend each of Plains'
new initial rates and require Plains to submit cost justification that complies with the Commission's regu&atrxy
requirements to support them. Continental states that it does not believe Plains can cost justify any of the new
initial rates as the Commission's rules and regulations require, because revenues on Plains have substantially
increased as a resutt of throughput inaeasing approximately 50 percent from January 1, 2004 to the present date.
8. In its response, Plains states that Exhibit A to the transmittal letter accompanying its tariff makes dear that
aJJ of the rates at Issue represent significant reductions of the rates that shippers would pay for the ldentiaU
service under the prior tariff. Plains avers that under the previously effective tariff structure, it posted a flat rate for
&efVice from each origin to Baker Station that Included al services necessary to provide transportation between
those points, including truck unJoadlng and gathering, as required. Plains states that It has restructured Its rates In
two ways: (1) by "unbundUng" its rates; and (2) by lowerilg aH the rates aacss the board, so that aJI shippers will

pay tess under the new rate schedule, even if they use all of the services that Plains previousJy offered.
9. Plains contends Continental's request that the Commission suspend the rates at Issue would be contrary to
the Interests of shippers, since it would deny them the benefits of the lower rates in the tariff. Plains further
asserts that a suspension would be pointless because Section 15(7) of the Interstate Commerce Aa only permits
the Commission to order refunds of Increased rates.
1o. The CorMlisajoo finds that Continentars arguments supporting Its request for suspension and cost
justification of Platns' proposed rates are without merit A review of Plains' submission shows that shippers will
pay less for transportation under the proposed unbundled rates than they are currenUy paytng under Plains'
ehctiYe rates. The followtng table compares the cunen1ly eft9cttve rates to the propoaed rates for all possible
movements of crude petroleum from various origin points in Harding County, South Dakota; Sowman County.
North Dakota; and Fallon County, Montana to the destination point at Baker Station, Fallon County, Montana. As
can be seen, all posslbfe transportation scenarios result In lower rates for shippers under Ptains' proposal and ara
significantly lower than the current rates which are aU at their index ceiHng levels.

(81,870)
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• Currently effective rates are all at their Current Index
Ceili.ng Levels.

11. ptajns points out in It& response, that It formerly provided set"Vic:e from Marmarth Station under the rate for
the Rhame Station, Bowman County origin, and sJmitarty provided setvk:e from ELOB Junction under the rate for
the Fallon County origin. In Its protest, Continental also notes that the proposed Marmarth Station origin point was
one of the points at Rhame that Continental used to deiver crude oil into the Baker line. A:s a result, these two
origin points represent reductions In the rates of existing services, rather than new seMces.
12. In an SFPPcase. the Commission discussed SFPP's addition of East Hynes as an origin point, concluding
it was merely the addition of a los Angeles origin station to an existing rate cluster, as claimed by SFPP. and that
it did not involve a change to a rate or service that SFPP already was providing. 2 The Court of Appeals affinned
the Commission's conclusions regarding East Hynes. 3 Similarly, we conclude that the new Marmarth Station
origin point belongs to the existing rate Bowman County rate duster, and ELOB Junction origin point is part of the
Fallon County. North Dakota rate cluster. As such, Continental's protest on the basis of these two points being
initial rates is moot Also as can be seen in the above table, we note that the proposed rates for Marmarth Station
and ELOB Junction are below the cum!nt index ceiling levels of their respective rate clusters.

13. Continental also protests the 5 cents per bai'T81 fee for transportation originating at the Baker Station, Fallon
County to a Baker Station. Fallon County destination. Continental contends this is a pump-over fee in order to
transfer crude oil from the Plains system into Butte pipeline at Baker, rather than a dect8ase of Plains' existing
rate for transportation from the Fallon County origin to Baker Station. Continental requests the Commission reject
this rate as falling to comply wtth Section 342.2 of the ConYnission's regulations because it fails to support this
Initial rate by an affidavit or a cost~f-sefVice justification.
14. We concur with Plain's characterization of the proposed Baker StatiOn, Fallon County origin point as a
reduction from itS prevk>usly effective Fa\\on County otigin rate. Prev\ously, P\a•ns charged shippers transporting
crude oil from anywhere within the Fallon County rate clustef a bundled transportation rate of 59.66 cents per
barre\ for a movement to the Baker Station destination point The above tab\e shows that shippers now have the
opportunitJ to move aude oU from the Baker Station origin point in Fallon County to the Baker Station destination

..

Page 5 of6

CCH Internet Research NetWork

point at 12.5 cents per barrel. This rate consists of an unloading charge of 7.5 cents per barrel and a mainline
transportation fee of 5 cents per barrel. As a result, shippers wanting to make this movement will benefit from this

substantial rate reduction. Therefore, we will deny Continental's request to reject this proposed rate.
15. Continental claims it is unjust and unreasonable for Plains to cancel the mainline service from Harding
Station, South Dakota to Baker Station, Montana. Continental contends that Plains' proposed gathering Wne
service of 30 cents a barrel from Harding Station to Rhame, with mainline service continuing from Rhame to
Baker, Imposes a new gathering fee on shippers accessing the Plains mainline at Harding. Continental requests
the Commission reject the purported cancellation of Harding as a mainline origin, or aJtematively suspend the
Harding cancel\ation.

[81 ,671)
16. As was discussed ear11er, Plains proposes to unbundled its transportation rates. Under it proposal, Plains
proposes to treat the portion of Its line running from Harding Station to Rhame as a gathering line. This proposed
change will not prevent shippers from continuing to move crude from Harding Station to Baker Station. Now
Instead of paying 107.40 cents per barrel for this movement, shippers will pay either 83.5 cents per barrel,
consisting of an unloading charge of 7.5 cents per barrel, a gathering charge of 30 cents per baf1"8f and a
transportation rate of 46 cents per barrel; or 76 cents per ba1'1'81, If unloading into the Harding Station to Rhame
gatheling Une Is not required. Contrary to Continental's assertion that Plains proposes a new 30 cents per bai'Tel
gathering fee, PlaJns reduces the coats to a shipper moving crude oil from Harding Station to Baker Station by
23.9 cents per barrel Of 31.40 cents per barrel. As a result. we ftnd Continental's arguments lacking and we wil
deny Continentars request that we reject or suspend Plains' proposed cancellation of Harding as a mainline
origin.
17. Continental states Jt Is unjust and reasonable for ?talnato require In Su~t No. 3 to FERC Tanrr No.
42 that an aude ell tendered for shipment to Trenton Station, North Dakota from McKenzie and WU\ams
Counties, North Dakota or Richland and McCone Counties meet a 0.35 percent sulfur requirement It aJso states
that it Is unjust and reasonable for Plains to require in Supplement No. 3 to FERC Tariff No. 42 that every shipper
provide 0.25 percent of its crude oU shipments to Plains In order to cover loss and evaporation during shipment
18. Plains did not file In Supplement No. 3 to FERC T.tfr No. 42 fer any of the above requirements. These
requirements were being brought forward unchanged from Supplement No. 2 to FERC Tariff No. 42 which
became eftective on February 1, 2006. The protest period for Supplement No. 2 ended on January 25, 2005, and
no protests were filed . MOfeOVer, the Commission aoc:epted Suppfement No. 2 and It no longer Is subject to
suspension. Therefore, we deny Continental's protest challenging the sulfur spedfication provision.
19. The Commiaalon ecx:epts Plains Supptement No. 3 to FERC No. 2 effective, February 1, 2005, as
proposed. Howewr, we conditiOn our 8CCieptance upon PlaJns' unbundled rates C0f11>1Ying wtth the Commisaion's
index methodology in the future. This means that the 0Y8181 cost to shippenJ under Plains' unbundled rates must
not exceed the ettectiYe ceiling leYela ~its exi8ting bundled rates for similar movements. For ex.nple, the tmal
unbundled cost for the movement of aude oft from Harding Station to Baker Station may not exceed the Index
oeiti1g ~ of 107.40 cents per banal (as adjusted each July 1) that Is established for this movement The
a.trrent index oeMing leYeta for transpoltation ~ aude oil from Bowman County, North Dakota; and Fallon County,
Montana to Baker Station are 81.36 cents per bamtl and 69.66 cents per bar!'WM, respectively.
1
Section 342.2 states that •A carrier muatjultift an Initial rate for new service by: (a) FUing cost. revenue, and
throughput data supporting such rate as required by Part 346 of this chapter; or (b) Filing a sworn atndavit that the
rate Is agreed to by at least one non-affiliated person who Intends to use the service In question, provided that if a
protest to the Initial rate is filed , the carrier mJit comply with Paragraph (e) of this section.•

l~J6H_RC 161,022, at pp, 61.062-§3 (1999).
~ BP

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