UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissoners. Pat Wood, 111, Chairman;
William L. Massey, and Nora Mead Brownell.

Jupiter Energy Corporation Docket No. CP03-11-000

ORDER ADDRESSING JURISDICTIONAL STATUS OF FACILITIES
AND DENYING REQUESTS FOR ABANDONMENT AUTHORITY
AND RESCISSION OF CERTIFICATES

(Issued May 16, 2003)

1. On November 4, 2002, Jupiter Energy Corporation (Jupiter) filed an application
under Section 7(b) of the Natural Gas Act (NGA) seeking a Commission determination that
itsfacilitieslocated in the Gulf of Mexico offshore Texas are gathering facilities exempt

from the Commission's NGA jurisdiction pursuant to Section 1(b) of the NGA. Jupiter
requests that the Commission rescind Jupiter's NGA certificates and authorize Jupiter's
abandonment of its rate schedules and certificated service. If the Commission grants the
requested gathering determination and abandonment authority, the facilities would be
transferred to Jupiter's parent company, Union Oil Company of Cdifornia, (Unocd).

2. For the reasons discussed below, we find that Jupiter's pipdine fecilities are
transmission facilities subject to the Commission's jurisdiction under Section 7(c) of the
NGA. Accordingly, wewill deny Jupiter's request that the Commission rescind Jupiter's
NGA certificate authorizations and gpprove Jupiter's abandonment of its rate schedules and
certificated service.

l. Background and Proposal

3. Jupiter's naturd gas pipdine facilities, the Jupiter System, extend from offshore
Texas to a sub-seainterconnect with Transcontinental Gas Pipe Line Corporation (Transco)
and a shoreline interconnect with Tennessee Gas Transmisson Company (Tennessee).
Jupiter ates that the subject facilities operate at pressures ranging from 750-950 psig and
include:
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(2) a10.2-mile, 10 3/4-inch diameter line that receives gas at
Patform 39A and transports the gas to Tennessee's shoreline
interconnect;*

(2) a3.2-mile, 8 5/8-inch diameter line that receives gas from
Patform 39A and transportsit to Transco's sub-sea
interconnect; and

(3) separation and dehydration facilities located 22 miles
downstream of Tennessee's shordline interconnect.

4, Higtorically, Jupiter has used the subject facilities to provide transportation service
under case-specific certificate authorization for three producers. Kerr-McGee, Phillips
Petroleum Company (Phillips) and Jupiter's parent company, Unocal.?  Jupiter hasa
separate rate schedule on file with the Commission for service for each of the three
producers.® However, by 1992, Kerr-McGee and Phillips Petroleum ceased receiving
transportation service on Jupiter's syssem. Unocd isthe only shipper currently served by
Jupiter'sfacilities.

5. Jupiter requests that the Commission find that gathering is the primary function of
Jupiter'sfacilities. If the Commission grants the requested jurisdictiond determination,
Jupiter requests that the Commission aso rescind Jupiter's NGA certificate authorizations
for itsfacilities and services and authorize Jupiter's abandonment of its rate schedules for
certificated service. If the Commission grants this request, Jupiter states, the facilities
would be absorbed into Unocal's connected gathering operations. Jupiter states that the
elimination of Jupiter as a sand-aone entity and cessation of NGA regulation of its
operations would result in increased efficiencies and cost savings for Unocal.

1patform 39A is owned by Unocd and recaives gas from gathering facilitiesin
offshore Texas.

2In 1990, the Commission held that Jupiter was not required to develop rates for
Part 284 blanket transportation service because no other shippers were likely to seek
sarvice onitsfacilities. Jupiter Energy Corporation, 52 FERC ] 61,064 (1990).

3upiter's FERC Tariff includes Rate Schedule 2A for transportation service for
Kerr-McGee, Rate Schedule 3A for transportation service for Phillips, and Rate Schedule
1A for trangportation service for Unocd.
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. I nter ventions, Comments, Protests, and Answers

6. Jupiter's application for abandonment and request for determination was published in
the Federal Register on November 19, 2002.4 Ti mely, unopposed motions to intervene
were filed by Tennessee and El Paso Energy Partners, LP., which have stated no position on
Jupiter's application.®

[1. Discussion

7. In order to determine whether afacility is performing primarily atranamisson or
gathering function, the Commission considers physica and geographic characterigtics of
the facility in question. The Commisson's "primary function” test was articulated in
Farmland Industries, Inc. (Farml and),6 and congders the following factors to be relevant:
(2) the length and diameter of pipeine; (2) the extenson of the facility beyond the centra
point in the field; (3) the facility's geographic configuration; (4) the location of
compressors and processing plants, (5) the location of wellsaong dl or part of the facility;
and (6) pipeline operating pressure. In addition to these criteria, we have included
consderation of non-physical factors, such as the intended purpose, location, and operation
of the facilities; the genera business activity of the owner of the facility; and whether the
jurisdictional determination is congstent with the objectives of the NGA and the Naturd
Gas Policy Act.

8. We have modified the application of these factors for facilities located offshore. In
1990, in Amerada Hess Corporation (Amerada Hess),” we explained that offshore pipelines
that perform primarily a production or gathering function may be larger and longer than
onshore pipelines that perform the same function. 1n a 1996 Statement of Policy, we
established arebuttable presumption that facilities located in deep water of

467 Fed. Reg. 69,730.

STi mely, unopposed motions to intervene are granted by operation of Rule 214 of
the Commission's Rules of Practice and Procedure. 18 CFR § 385.214(d) (2002).

623 FERC 61,063 (1983).

52 FERC 1 61,268 (1990).
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200 meters or more are engaged in production or gathering.? In Sea Robin Pipeline
Company (Sea Robin), we reformulated the primary function test with respect to offshore
facilities by (1) adopting an additiona andytica dement applicable to systems that contain
a centralized aggregation point; (2) adjusting the weight to be afforded the "behind-the-
plant” criterion so that the location of processing plants is not necessarily

determinative and can be outweighed by other factors, and (3) focusing primarily on
physica factors®

0. We recognize that the length, diameter and operating pressures of Jupiter's pipeline
facilities may not necessarily be inconsstent with a gethering function. However, it

appears that gas aggregation is complete once the gas reaches Unoca's Platform 39A. The
Unocd facilities upstream of Platform 39A are a spider-web configuration congsting of
lines ranging in diameter from 4 %2 inchesto 8 5/8 inches. Following the aggregation of gas
production a Unoca's platform, Jupiter's two pipelines move the gas to Tennessee's and
Transco's systems, respectively, without collecting any additional gas. Further, there are
compression facilities at Unocd's Platform 39A that bring the gas from low-level well
pressures up to line pressures.

10. Based on the above consderations, we find that Unoca's Platform 39A iswherea
"marked change in the physical attributes and geographic configuration” occurs'® and that
Unocd's platform serves as the centra point of aggregation, delinesting the point where
gathering ends and jurisdictiond transmisson begins. Accordingly, Jupiter's facilities,
which are located downstream of that point, primarily serve atransmisson function.

11. In reaching this finding we have considered Jupiter's tatement that its parent
company, Unocd, is Jupiter's only shipper; that neither Jupiter nor Unocal own any other
jurisdictiond facilities; that Unoca's business activity is production and gathering; and that
Unocd would integrate the subject facilities into its own gathering systlem. However, in
Sea Robinv. FERC, the court emphasized that nonphysicd factors, while rlevant, remain
"secondary to the physical factors"*! In this case, the physical factors of Jupiter's pipeline
facilities demondrate that they are used primarily to trangport gas. Thus, thisisnot a case

8Gas Pipdine Facilities and Services on the Outer Continenta Shelf — Issues
Rdated to the Commission's Jurisdiction Under the NGA and Outer Continental Shdlf
Lands Act, 74 FERC 1/ 61,222 (1996), order disnissng reh'g, 75 FERC 161,291 (1996).

987 FERC {61,384 (1999), order denying reh'g, 92 FERC { 61,072 (2000).

1087 FERC 161,384 at 62,430.

11127 F.3d 365, at 370 (5th Cir. 1997), reh'g denied, (5th Cir., February 2, 1998).
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where the physica factors are so ambiguous that we need to consider nonphysica factors,
such as the nature of the prospective owner's business, in order to reach afinding regarding
the primary function of facilities.

12. Inview of our jurisdictiond finding, we will deny Jupiter's request for rescisson of
its NGA certificate authorizations and to abandon its rate schedules and certificated
services.

13.  Atahearing hdd on May 14, 2003, the Commission on its own moation received and
made a part of the record in these proceedings adl evidence submitted, including the
gpplication and exhibits supporting the authorization sought, and after congderation of the
record,

The Commission orders:

(A) Jupiter's pipdine facilities are found to be jurisdictiond transmission facilities.

(B) Jupiter's request for rescission of its certificate authorizations and
authorization to abandon its rate schedules and certificated serviceis dismissed.

By the Commission. Chairman Wood concurring with a separate statement attached.
(SEAL)

MagdieR. Sdas,
Secretary.

UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION



Jupiter Energy Corporation Docket No. CP03-11-000
(Issued May 16, 2003)
Wood, Chairman, concurring:

| write separately to express my dissatisfaction with the current definition of
gathering as developed in the Sea Robin line of cases. | was persuaded after our October
25, 2002 Natural Gas Markets Conference in Docket No. PL02-9-000 that we should
reexamine our gathering palicies, and the Commission will open aforum to determine
whether our gathering policies provide sufficient incentives to develop offshore gas
supplies needed to meet the country's demand for natura gas. In this order, applying the
current definition, we conclude that the facilities a issue are jurisdictiond transmisson
facilities, which is appropriate based on the facts of this case.

Pat Wood, 111
Chairman



