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Cost of Service Reporting and
i e
Order No. 571
FERC Stats & Regs. [Regs. Preambles, 1991-1996] § 31,006 (1994)
' v. FERC,
83 F.3d 1424 (D.C. Cir. 1996)

Order No. 571 is a companion to Order No. 561. Order No.
561 established an indexing methodology to set ceilings on oil
pipeline rates, but provided the opportunity for oil pipelines to
seek an exception to those ceilings through cost-of-service
filings if a pipeline could show that, under indexing, it would
substantially underrecover its prudent costs. The Order also
provided that indexed rates may be the subject of a protest or a
complaint, so long as the protest or complaint alleged reasonable
grounds for believing that the discrepancy between the actual
cost experienced by the pipeline and the indexed rate is so
substantial that the indexed rate level is not just and
reasonable.

To implement these provisions, the Commission, in Order No. 571,
established filing requirements for cost-of-service filings by
oil pipelines. Order No. 571 also revised the information
reported by oil pipelines in their FERC Form No. 6, Annual Report
of 0il Pipeline Companies, to enable the Commission to review the
effectiveness of the index in tracking industry-wide cost changes
and to assist interested parties when deciding whether to
challenge indexed rates.
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[1 31,0086)
59 F.R. 59137 (November 106, 1904)
18 CFR Parts 342, 346, and 347

[DTht No. RM94-2-000; Order No.
s

Cost-of-8ervice Reporting and FPiling
Requirements for Oll Pipslines
Issued October 28, 1994

AGENCY: Federal Energy Regulatory
Commission

ACTION: Final rule.

SUMMARY: The Federal Energy Regu-
latory Commission is amending its regula-
tions to establish liling requirements for
cost-of-service rate filings for il pipelines;
filing requirements for oil pipelines seek-
ing to establish new or changed deprecia-
tion rates; and new and revised pages of
FERC Form No. 6, Annual Report for Qil
Pipelines. These requirements are
adopted as companions to Order No. 561,
Revisions 10 Oil Pipeline Regulations Pur-
suant to the Energy Policy Act of 1992,
published in the Federal Register on Nov-
ember 4, 1993. That order established an
indexing methodology which would estab-
lish ceilings on il pipeline rates. The
Commission provided the opportunity for
¢il pipelines to seek an exception to index-
ing through a cost-of-service filing if the
pipeline could show that, under indexing,
it would substantially underrecover pru-
dent costs.
EFPECTIVE DATE: Thia fina! rule is
effective January 1, 1995,

FOR FURTHER INFORMATION
CONTACT: Harris S. Wood, Office of
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the General Counsel, Federal Energy
Regulatory Commission, 825 North Capi.
tol Street, NE., Washington, DC 20426,
(202) 208-0224.

SUPPLEMENTARY INFORMA-
TION: In addition to publishing the full
text of this document in the Federa! Reg-
ister, the Commission also provides all
interested persons san opportunity to in-
spect or copy the contents of this docu-
ment during normal business hours in
Room 3104, 941 North Capitol Street,
NE., Washington, DC 20426,

The Commission Issuance Posting Sys-
tem (CIPS), an electronic bulletin board
service, provides access to the texts of
formal documents issued by the Commis-
sion. CIPS is available at no charge o the
user and may be accessed using a per-
sonal computer with a modem by dialing
(202) 208-1397. To access CIPS, set your
communications software to use 300,
1200, or 2400 bpe, full duplex, no parity,
8 dats bita an 1 stop bit. CIPS can also be
accessed at 9600 bps by dialing (202)
208-1781. The full text of this proposed
rule will be available on CIPS for 30 days
from the date of issuance. The complete
text on diskette in Wordperfect format
may also be purchased from the Commis-
sion’s copy contractor, La Dorn Systerms
Corporation, also located in Room 3104,
941 North Capitol Street, NE., Washing-
ton, DC 20426,

Order No. 571

The Federa]l Energy Regulatory Com-
mission (Commission) in this order revises
the information reported by oil pipelines
in their FERC Form No. 6, Annual Re-
port of Oil Pipeline Companies (Form Na.
6), and adopts filing requirements for
cost-of-service rate filings by oil pipelines.
The Commission also adopts rules for oil
pipelines performing depreciation studies.
Finally, the Commission is deferring at
this time the requirement to file Form
No. 6 on an electronic medium in addition
to making a paper filing. These changes
shall become effective January 1, 1995,
concurrently with the new regulations
promulgated by Order No. 561.)

1 Revisions to Ol} Pipeline Regulations pursu-
ant to Energy Policy Act, Order Na. 361, 58 FR
58785 (November 4, 1993), FERC Statutes and
Raguiations { 30,985 (1993), order on red’g and

131,006

clarification, Order No. 561-A, 39 FR 40243
(Auguet 8, 1994), FERC Statutes and Rogula-
tians § 31,000 (1994). Unless the context indi-
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L Introduction

This is a companioa to Or-
der No. 561. In Order No. 561, the Com-
mission established an indexing
methodology, which would establish ceil-
inpmdlplpeluunmwbcundbyoil

pipelines on or after January 1, 1995, The
Commission the opportunity for
oﬂpipelimtomkwmpﬁonwindu-
ing through a cost-of-service filing if the
pipolimco\ﬂdahowthn.\mdﬂinduiu,
it would substantially underrecover pru-
dent costs. Further, the Commission pro-
vided that rates for new services could be
established either through settlement or
byuuolaem-of-ouviumm.hndolo(y.z

In Order No. 561, the Commission rec-
ognized that cost-of-service rate filing in-
formation would be necessary for oil
pipelines to justify seeking rate increases
under the cost-of-service alternative,
should they choose to use this methodol-
o;y,mdforintemwdpuduwdeddc
whether to challenge cost-of-ser-
vice rates. The Commission also recog-
niudthatl?ormNa(Smidltneulwbe
revised to enable review of the effective-
ness in tracking industry-
wide cost changes and for interested par-
ties to decide whether to challenge in-
dexed rates.

The present rule adopts regulations
specifying the information that must ac-
company oil pipelines’ cost-of-service rate
filings and requested changes in deprecia-
tion rates, and modifies and streamlines
Form No. 6.

11. Public Reporting Requirement

The Commission estimates the public
burden for the collections of in-
immninnundcttheﬂmlmlewillbere-
duced for Form No. 6 by approximately
sewnpemmandwill.ineﬁect.remsin
unchancedfornteﬁlinp.dmtheCm-
mission is here codifying the information
to be provided which the Commission's
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31,163

staff in the past has requested from oil
pipelines that have made cost-of aervice
rate filings. The information will be col.
lected on Form No. 6, “Annual Report of
Oil Pipeline Companies” and FERC-550
“Oil Pipeline Rates: Tariff Filings."
These estimates include the time for re-
viewing instructions, researching existing
data sources, gathering and maintaining
the data needed, and completing and re-

FERC-350: 5,350 hours, 535 re-
sponses, and 140 respoudents.

The final rule will reduce the existing
re burden associated with Form
No. 6 by an estimated 1,628 hours annu-
ally, or an average of 11 hours per re-
sponse based on an estimated 148
responses. This estimate includes the ad-
dition of two new schedules, the elimina-
tion of several schedules, and increasing
the reporting threshoids for which oil
pipelines must analyze and report certain
data.

Comments regarding these burden esti-
mates or any other aspect of these coilec-
tions of information, including

for reducing this burden, can
be sent to the Federal Energy Regulatory
Commission, 941 North Capitol Street,
N.E., Washington, DC 20426 fAttention:
Michael Miller, Information Services Di-
vision, (202) 208-1415]; and to the Office
of Information and Regulatory Affairs of
OMB (Attention: Desk Officer for Federal
Energy Regulatory Commission), FAX:
(202) 395-5167.
1I1. Background

On October 22, 1993, the Commission
issued & Notice of Inquiry (NOI) concern-
ing the information to be included by an
oi} pipeline in a cost-of service rate ﬁlingi
andonpotcnﬁnlchansuwFormNo.G.

(Footnote Continued)

cates otherwise, all references to Order No. 561
include Order No. 561-A.

213 CFR § 342.2. In Docket No. RM94-1.000,
Wmmmmmm
cmmldnclidwdmmummpmpmlw
rates

wbtpm.ﬁhmtwhtheubhnda
mmmnudmmmwoo.m
contemporansously.

3 FERC-S50 is the designation covering oil
ﬁmwmmﬂwmw

¢ Cont-of-Service Plling and Reporting Re-
qdnmuﬁaOﬂWNuiuqumm

131,006
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In the NOI, the Commission invited com-
ment on what action would be appropri-
ate to develop a final rule with respect to
cost-of-service rate filings, whether and to
what extent its Form No. 6 should be
revised in light of Order No. 561, and
whether and to what extent it should es-
tablish additional requirements with re-
spect to an oil pipeline’s depreciation
studies.

On July 28, 1994, the Commission is-
sued & Notice of Proposed Rulemaking
(NOPR). In the NOPR, the Commission
proposed that oil pipelines seeking cost-of-
service rates would be required to file
specific data conforming to the Order No.
154-B methodology.® The Commission
also proposed to revise and streamline
Form No. 6, and proposed that Form No.
6 data would be filed on an electronic
medium. Finally, the Commission pro-
posed certain rules for oil pipelines per-
forming depreciation studies. The changes
were proposed to be made effective Janu-
ary 1, 19957

The Commission received fourteen sets
of comments.® After those com-
ments as discussed below, the Commission
is adopting the rules proposed in the
NOPR, except for the electronic reporting
requirement for Form No. 6, with minor
modifications and with clarifying state-
ments. Although the Commission has pro-
cured the software development tool, the
slectronic version of the Form No. 6 ap-
plication has not yet been developed.
‘Therefore, the Commission is deferring
the electronic reporting requirement at
this time, pending development and test-
ing of the necessary electronic version of
the Form No. 6 application. Once that
process is complete, the Commission in-

Reguiations Preambles
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tends to issue a final rule providing for
the electronic filing of Form No. 6.

IV. Cost-of-Bervice Piling Require-
ments

The Commission is adding a new Part
346 to its regulations that sets forth the
threshold filing requirements for cil pipe-
lines seeking to establish initial rateson a
cost-of-service basis, or to pursue a cost-
of-service alternative to indexing as a
means of establishing just and ressonable
rates. The Commission is also amending
sections 342.2 and 3424 to reflect the
addition of Part 346,

A. Authority for Filing Requirements
AOPL argues that the Commission’s
proposed cost-of-service rate filing re.

tempt to modify the Interstate Commerce
Act's (ICAY rate filing scheme, ignores

{Footnote Continued)

'8 FR 58817 (November 4, 1993), FERC Stat-
utes and Reguletions ¥ 35,528 (October 22,
1993).

! Cont-of-Service Filing and Reporting Re-
quirements for Oll Pipelines, Notics of Proposed
Rulemaking, 59 FR 40093 (August 9, 1994),
FERC Statutes and Regulations Proposed Regu-
lations § 32,509 Quly 28, 1954).

¢ Opinion No. 154-B methodology is derived
from the Commission's opinions in Wilisms
Pipe Line Compeny, Opinion No. 134-B, 31
FERC {61,377 (1985), on rehearing, Opinion
No. 154-C, Williams Pipeline Company, 33
FERC 161,327 (1985); end ARCO Pipe Line

131,006

E

, Opindon No. 351, 32 FERC §61,05%
(1990), on rehearing, Opinion No. 351-A, ARCO
Pipe Line Company, 53 FERC § 61,398 (1990).
7 Rlsctronic reporting of Form No. 6 was pro-
posed to commence with the reporting ysar 1995
reports, dus on or before March 31, 1996,

® A list of commenters ls contained in Appen-
dix A to this order,

P49 App. US.C. §1(1988).
¥ AOPL, pp. 29-39.
11 AOPL, pp. 36-39.
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the ordinary scheme of rate changes
based on the index and seek rate changes
based on its cost of service, it is up to the
pipeline to meet the special circum-
stances of the rules, and it is reasonable
for the Commission to require a threshold
filing from the pipeline to demonstrate
that it does.!’

AOPL claims that the pipeline should
not be required to establish an initial case
for cost-based rates at the initial filing
stage.’® It claims that to require the pipe-
line to shoulder a burden of proof regard-
ing cost-based rates prior to knowing
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ing cost-based rates if they are
challenged. Rather, the burden is on the
pipeline to demonstrate only that its rates
at the index ceiling would substantially
diverge from its actual costs to such an

AOPL and Marathon argue that the
Opinion No. 154-B methodology is inade-
quate for establishing rates. AOPL asserts
that this methodology has never been
used to set individual rates, and continues

154-B submission are merely the filing
requirements for the cost-of-service alter.
native to indexing. An cil pipeline seeking
cost-of-service rate treatment for some or
all of its rates will submit the informstion
required by new Part 346. Abeent chal-
lenge to the rates proposed, that is all
that is required of the oil pipeline. Mat-

12 18 CFR § 342 42).
U ADPL, p.8.
¥ AOPL, p. 36.

15 gection 12(1) of the ICA provides: “The
Commission is authorised and required to ese-
cuts and onforce the provisions of this chaptar.

Fedaral Energy Reguistory Commission

¥ AOPL, pp. 3639,
YV AOPL, p. 37.

9 AOPL, pp. 25-28.

¥ 31,006



is necessary as a filing

Sm.ement G2

quest that the Form No. 6 data be pro-
vided in such a fashion. For the same
reasons, the Commission will not adopt
these suggestions.

AOPL urges the Commission to discard
Opinion No. 154-B, arguing that this
munhnvebeenConm intent in pass-
ing the Act of 19928 To the contrary,
Congress mandated only that the Com-
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AOPL further argues that pipelines
should be allowed to use a variety of
methodl to justify individual rate
changes. ¥ Buckeye also seeks alternatives
to indexing for partly competitive pipe-
lines to use in less competitive markets.®
These issues are beyond the scope of this
rulemaking, but parties are free to make
proposals in individual cases.

ARCO seeks clarification of several
items. It first asks that the Commission
require that pipelines secking to use a
cost-of-service approach file a full system-
wide cost-of-service. Protestants then
would be required to be specific in their
protests.?® The Commission has deter-
mined that the Opinion No. 154-B filing

requind for a cost-of-service filing,

will be

and that a

showing would

pipeline's rates are protuted This will

reduce the burden on the pipeline and the

Commission in those cases where there is

no protest. The information required to be
346 of the regulations

adopted by this order will be sufficient for

a cost-of-service showing if there are no

ARCO further requests clarification
that, if a pipeline can show that its total
revenue requirement is not being met, it
may charge cost-of-service rates above the
index without any other showing, and
that, in that case, no information on

" The Commission has never established indi-
vidual rates for oll pipelines on a cost-of-service
basis, since no contested case has come to the
Commission for final decision on imues of cost
allocation and rate design. Howsver, nothing in
the Opinion No. 154-B costing methodology
would timit the Commission in deciding how to
allocate costs Lo establish individual rates,

® Order No. 561-A, FERC Statutes and Regu-
Iations ¥ 31,000, at p. 31,107.

3 FERC Statutes and Reguiations { 31,000,
at p. 31,107 (1994).

131,006

2 Chavron, p. 7.
B See 18 CTR § 346.2(cX1) and (7).

% Alashs, pp. 1-2 and the appendices to its
comnents; Totsl, p. 1.

3 AOPL, p. 19.

% Sor 18 CFR § M2.4(2), adopted by Order
No. 561-A.

Z AOPL, p. 28.
3 Buckeys, pp. 24.
P ARCO, p. 3.
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point-to-point rates would be filed except
in an investigation 3 ARCO is generally
correct. All a pipeline need show to make
a prima facie case under the cost-of-ser-
vice slternative is that the revenues to be
produced by the indexed ceiling rates sub-
stantially diverge from its costs. Upon

ual rates, including allocation ‘and rate
design. It will not be allowed to charge
rates higher than its properly allocated
costs would justify for any one service.

ARCO further seeks clarification of
when in the process a pipeline must
demonstrate prudence of its costs¥ It
amerts that a pipeline should be required
to demonstrate prudence only when a se-
rious doubt is raised. In this, too, ARCO is
correct. A protestor must first raise a rea-
sonable challenge as to the prudence of
the pipeline’s costs, and then the pipeline
will have the burden of establishing the
prudence of those costs.

The Commission will continue to use
the Opinion No. 154-B methodology for
oil pipelines seeking to use a cost-of-ser-
vice methodology.

C. Filing Requirements Adopted

As required by Order No. 561, a pipe-

line seeking to change rates is required to
file a transmittal letter containing the
previous rate for the same movement or
service, the applicable ceiling rate for the
movement in question, and the new pro-
posed rate.3 This is all that is required to
justify a rate change within the index.

In this rule, the Commission requires a
pipeline to file additional information if it
is filing for a cost-of-service rate above
the indexed rate ceiling, or as support for
an initial rate. This information will per-
mit a pipeline to establish an initial case
for cost-of-service rates. The additional
filing requirements provide sufficient in-
formation for a preliminary cost-of-ser-
vice showing. If the Commission
institutes an investigation into a pipe-
line's rates, additional information may
be required of the pipeline. The new filing
requirements are set forth in new Part
346 of the Commission’s regulations.

Part 346 alao contains the definition of
the terms “‘base period” and “test pe-

Regulations Preambies
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riod.” The definitions of these terms are
consistent with the definitions of similar
terms in the Regulations under the Natu-
ral Gas Act,¥ applicable to natural gas
pipeline companies.

The oil pipeline must file the following
statements and supporting work papers
to support either an initial rate developed
on a cost-of-service basis or & change in
rates using the cost-of-service methodol-
ogy.

Statement A—Total Cost of Service

This statement shows the calculation of
the Total Cost of Service for a pipeline.

Statement B—Operation and Mainte- -
nance

This statement shows the operation,
maintenance, administrative and general
expenses, and depreciation and amortiza-
tion expenses.

Statement C—Overall Return on Rate
Base

This statement shows the derivation of
the return on rate base consisting of de-
ferred earnings, equity and debt ratios,
weighted cost of capital, and costs of debt
and equity.

Statement D—Income Taxzes

This statement shows the calculation of
the Income Tax Allowance.

Statement E—Rate Base

This statement shows the calculation of
the return rate base required by the Opin-
fon No. 154-B methodology to derive the
cost of service.

Statement F—Allowance for Funds Used
During Construction

This statement shows the calculation of
the Allowance for Funds Used During
Construction (AFUDC).
Statement G—Revenues

This statement shows the revenues at
the effective, proposed, and indexed ceii-
ing rates.

Details of the various statements and
supporting schedules are found in new
Part 346 of the regulations.

V. Form No. § Revisions

In the NOPR, the Commission pro-
posed several changes to Form No. 6, the

B ARCO, pp. 3-5.
3 ARCO, pp. 89.

Federal Energy Regulstory Commission

918 CFR §342.3(b).
) Sec 18 CFR § 154.63(eX2X1).
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Annual Report for Qil Pipelines. These
changes were proposed to provide infor-
mation that would be necessary for the
implementation of Order No. 561, and to
update and streamline the informatior.

of Service Based Analysis Schedule, was
proposed to be added to Form No. 6 show-
ing basic information needed for a review
of rate filings made within the index cap.
The new schedule would require each
plpelinecompanyw.nn%m.udthemd

nm.andthmlhputinbcmh.ndbu—
rel-miles. This schedule would permit

change in the pipeline’s average com-
pany-wide barrel-mile rate. Underlying
calculations of and supporting data for
these figures need not be reported in
Form No. 6. Of course, the oil pipeline
will be expected to be consistent in its
application of the Opinion No. 154-B
methodology from year to year to permit
valid comparisons of data from one year
to the next. If it makes major changes in
its application of the methodology, it
must report that it has done 30, and recal-

Reguiations Preambles

Unofficial FERC-Generated PDF of 20050808-0282 Issued by FERC OSEC 08/08/2005 in Docket#:

325 12-12.94

bonqulrodtoremiucoudurviceon
cach separate system operated by the
pipeline. Moreover, some commenters
recommended that substantis] additional
information be required on page 700, set-
ting forth in detail additional information
and the assumptions used in the calcula-
tions.3® Alberta recommended that the
cost-of-service reporting requirements be
implemented for Form No. 6 expense and
income statements to shipper
review of the individual cost components,
thereby making the information con-
tained in page 700 consistent, from an
accounting standpoint, with the other in-
formation contained in Form No. 6.%

The pipelines, on the other hand, stren-
uously objected to the use of page 700as a
rate review tool and as a monitoring tool,
asserting that it is misleading, burden-
some, and duplicative.”

Contrary to what appears to be the
assumption by most commenters, page
700 is designed to be a preliminary
screening tool for pipeline rate filings. It
is not intended to be the information
which, in iteelf, either forms the basis of a
Commission decision on the merits of a
pipeline filing, or demonstrates that the
pipeline’s proposed or existing rates are
just and reasonable. Rather, it should pro-
vide a means whereby a shipper can de-
termine whether a pipeline’s cost of
service or per-barrel/mile cost is so sub-
stantially divergent from the revenues
produced by its rates to warrant a chal-
lenge that requires the pipeline to justify
its rates. Therefore, the additional infor-

¢.g.. specifying the achieved rate of re-
turn, rate of return assumptions, and the
debt and equity components—will not be
required.

Moreover, the Commission is not here
attempting to require a pipeline to
demonstrate with precision its cost-of-ser-
vice attributable to each individual pipe-
line system it operates. If the pipeline
seeks a cost-of-service rate for some or all
of its rates, it will be required at that
time to demonstrate that its properly al-
located costs justify such rate treatment.
This, however, will be left to individual

&:Tml. pp. 1-2, Alaska, p. 2, Chevron, pp.

z:Chwm,p.S.Ahlkl.pp.l-Z.Alhuu.pp.

131,008

M Alberta, p. 2.

¥ AOPL, pp. 815, ARCO, pp. 914, Man-
thon, pp. 1-4.
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Requests that the pipelines be required
to file separate cost-of-service information
for each individual system are denied.

mission concludes that whether a substan-
tial divergence exista should be
determined on the facts of individual
cases, not generically.

Chevron suggests that use of page 700
is likely to be meaningless as a monitoring
tool, since the Commission is likely to get
numerous interpretations of how the
Opinion No. 154-B methodology should be
implemented, thereby resulting in a com-
pilation that does not reflect actual
changes in costs on an industry-wide be-
3is. %0 As previously atated, the Commis-
sion will require that any change in
application of the Opinion No. 154-B
methodology from ons yesr to the next be
described and reflected in the total cost of
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service calculations appearing on page
700. Moreover, the compilation of data
from page 700 will be only s part of the
evidence used by the Commission for
monitoring how the index tracks industry
cost changes.

Upon consideration of the comments,
the Commission has determined that
Form No. 6 should contain information
that will permit its use for & number of
purposes: reviewing changes in rates
made by use of the index, monitoring ex-
isting rates, and analyzing and auditing
finances. At present, the primary focus of
Form No. 6 is on financial accounting
information that is gathered based on ac-
counting principles which are different in
some respects from the ratemaking prin-
ciples used to establish rates for oil pipe-
lines. To serve as a tool to evaluate the
performance of the index and future
changes in oll pipeline rates using the
index methodology, Form No. 6 will be
revised to include additional information.

Revisions to Form No. 6 are needed to
provide at least a preliminary basis for
shipper assesaments of filed rate changes
under Order No. 561. Form No. 6 data
should be complete enough to enable an
evaluation of whether a proposed rate
change under indexing substantially ex-
ceeds the pipeline’s changes in costs. As
currently structured, Form No. 6 does not
provide sufficient information to do this.

Only limited additional information is
needed in Form No. 6 to permit adequate
preliminary review of a pipeline’s cost-of-.
service showings, and to permit shipper
comparison of indexed rate changes with
changes in costs incurred. Thus, the single
new schedule will be added to Form Na. 6.

The use of trended original cost to es-
tablish a rate base for oil pipelines, as
required by the Opinion No. 154.B meth-
odology, entails complex calculations to
derive annual figures for equity and
equity returns for ratemaking purposes.
This calculation will differ from the book
equity figures contained in Form No. 6,
which are required for financial reporting
purposes. To require the display of these
calculations in Form No. 6 would be cum-
bersome and not be of significant benefit
in a shipper's determination of whether to

2 TE Products, p. 1.
»® Dgvis, p. 2.

Federal Energy Reguistery Commission

% Chevron, p. 5.
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protest & pipeline’s indexed rate filing.*!
In any event, if a shipper protest results
in & cost-of-service justification by the
pipeline, the underlying calculations
would be available.

The changes to Form No. 6 will be
effective for reporting year 1995. The
1995 Form No. 6 must be filed on or
before March 31, 1996. The new schedule
appearing on page 700 therefore would
not be required for Form No. 6 filings
until March 31, 1996, for reporting year
1995. In the interim, a verified copy of
this new schedule for calendar years 1993
and 1994 is required to be prepared sepa-
rately and filed concurrently with the
first indexed rate change filing made by a
pipeline after January 1, 1995, or by
March 31, 1995, whichever is earlier. For
index rate change filings made early in
1995, compiete data may not be availa-
ble. In this instance, a 1994 schedule shall
be prepared utilizing the most recently
available data annualized for 1994, By
March 31, 1995, a new 1994 schedule
must be submitted, using the actual 1994
data.

This will provide shippers with the nec-
essary information for an analysis of pro-
posed indexed rate changes after January
1, 1995, the cffective date of the regula-
tions in Order No. 561. In addition, as
discussed below, the information on this

£
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limtouut.hel?ormNo.6dautohelp
fulfill this commitment. Since the Total
Cost of Service, for example, is derived
from all of the components of s pipeline's

Since the regulatory responsibility for
oil pipelines was transferred to this Com-
mission from the Interstate Commerce
Commission in 1977, only cosmetic
changes have been made to Form No. 6,

Cash Flows. In addition to the addition of
Page 700, which is primarily designed to
conform with Order No. 561, the Commis-
sion proposed in the NOPR other changes
to make Form No. 6 a more useful report.
As discussed below, some of the informa-
tion proposed in the NOPR will not be
required by this final rule.

AOPL and Marathon*® argue that the
information to be contained on pages
102-103, Corporate Control, is of no value
to the Commission. However, in the Com-
mission’s view, it is necessary to have
information about vertical control of the
pipelines for proper rate regulation to en-

for the purpose of analyzing property
transactions between affiliates. The sug-
gestion to delete this information is de-
nied

AOPL and ARCO™ argue that the in-
formation regarding officer salaries re-
quested on page 104, Principal General
Officers, is not needed by the Commis-
sion. On further reflection, the Commis-

AOPL and Marathon*® recommend
that the information proposed on pages
230231, Analysis of Federal Income &
Other Taxes Deferred, and pages 108-109,
Important Changes During the Year, be
combined with pages 122-123, Notes to
Financial Statements. AOPL also sug-
gests that the information proposed for

131,008

@ FERC Statutes and Raguiations | 30,985
(1993), at p. 30,947.

4 AOPL, p. 18; Marathon, p. 3.
% AOPL, pp. 18-19; ARCO, pp. 14-15.

4 AOPL, pp. 18-19; Marathon, p. 3.
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collection by the NOPR on pages 230-231
should be limited to present GAAP re-
porting requirements. The Commission
does not agree. As to AOPL's suggestion
that the information required on peges
230-231 be presented in accordance with
GAAP reporting requirements and com-
bined with the Notes to Financial State.
ments, the Commission considers the
deferred tax schedule on pages 230-231 to
be a necessary supporting schedule to the
financial statements. Although the notes
to financial statements are the appropri-
ate place to disclose significant financial
effects on a company of recently enacted
income tax laws and regulatory actions,
the deferred tax schedule is designed to
present details, using a uniform format,
on each significant item which causes a
temporary difference between taxable in-

schedule, like the Form No. 6 carrier
property and operating expense account
schedules, permits a detailed analysis of
the various charges and credits which
comprise the balances of the current and
noncurrent deferred income tax assets
and Habilities. The latter are presented in
the financial statements only as a single
asset or liability balance for current and
noncurrent deferred income taxes. More-
over, the information contained on pages
108-109 may not be appropriate for notes
to financial statements, such as proper-
ties added or changes to franchise rights.
These pages are for repocting of different
types of information than changes to the
financial condition of the pipeline, even
though they may impact the financial
condition.

AOPL and Marathon*® recommend
that page 350, Employees and Their
Compensation, be deleted. The Commis-
sion agrees, since the information as to
salary expense is available in a different
format elsewhere in Form No. 6.

Based on the comments received on the
NOPR and review of the current sched-
ules in Form No. 6, the Commission will
make several changes to the annual re-
port for oil pipelines. To simplify the
Form No. 6 data, the Commission will
delete information not relevant to the
Commission’s regulatory responsibilities

under the ICA. The Commission will also
modify certain Form No. 6 financial
statements to a comparative format by
requiring two years of data to enhance
their usefulness and to conform the Form
No. 6 data formats to the formats of
FERC Form Nos. 1¥ and 2*® (Form Noe.
1 and 2) for electric utilities and natural
gas pipeline companies, respectively.

The Commission will change the format
of several schedules to accommodate elec-
tronic filing and reporting requirements
for Form No. 6 similar to that used for
Form No. 1. When a rule adopting an
electronic filing requirement is issued,
electronic filing of Form No. 6 informa-
tion, similar to that for Form No. 1,
should reduce the reporting burden for
both large and small pipelines. Financial
information reported electronically should
also aid the Commission in conducting
reviews of the pipeline companies and the
rates charged.

The Commission will eliminate un-
needed schedules or individual data ele-
ments, and will modify certain schedules
30 they will contain more useful and rele-
vant data. A sample copy of the revised
pages in Form No. 6 are attached as Ap-
pendix B.

Form No. 6 as proposed in the NOPR.
The specific changes the Commission
adopts are:
Page 102—Corporate Control Over Re-
spondent

Some format modifications are made
for electronic reporting purposes to better
report vertical control of respondent from
the immediate parent to ultimate control-
ling parent company.
Page 103—Companies Controlled by Re-
spondent

This is a new schedule added as new
page 103, similar to the schedules cur-
rently in Form Nos. 1 and 2, to report all
subsidiaries directly controlled by a re-
spondent.
Page 105—Directors

This schedule is modified to delete the
instructions at the top of the page and

4 AQPL, p. 19; Marsthon, p. 3.

4 Annual Report of Major Electric Utilities,
Licensess, and Others.

Federal Energy Reguistory Comeniesion

% Annual Report of Natural Gas Companies.
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information required at lines 21 through
23. The deleted material is replaced with
similar instructions at the top of the
schedule and “Title” is inserted in addi-
tion to “Name of Director” in column (a).
This will make the format the same as
Form Nos. 1 and 2.

Pages 106 and 107—Voting Powers of
Security Holders

This schedule is deleted because it is
not needed for Commission regulatory
purposes.

Pages 108 and 109—Important Changes
During the Year

The current format is replaced with
instructions similar to Form Nos. 1 and 2.

Pages 110, 111 and 113—Comparative
Balance Sheet Statement

Page 114—Income Statement

Page 118—Appropriated Retained In.
come

Page 119—Unappropriated Retained In-
come Statement

Pages 120 and 121—Statement of Cash
Flows

The Commission has modified these fi-
nancial statements to require that dats
be presented on & comparative basis (i.e.,
for two years) to enhance the usefulness
of these financial statements. The Com-
mission hay deleted from page 119 the
schedule showing Dividend Appropria-
tions of Retained Income, because it is
not needed for Commission regulatory
purposes.

Page 117—Working Capital

This schedule is deleted because it is
not needed for Commission regulatory
purposes.

Pages 122 and 123—Notes to Financial
Statements

The Commission has added new in-
structions which will require statements
of a company's accounting practices and
policies (with specific reference to such
matters as income taxes, pensions, and
post-retirement benefits); and significant
matters concerning acquisitions and sales,
significant contingencies, and liabilities
existing at the end of the year, and other
matters t.ln} will materially affect com-
pany operations.

¥ 31,006
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Page 200—Receivables From Affiliated
Companies

The reporting thresholds in Instruction
No. 2 are raised from $100,000 to
$500,000.
Page 201—General Instructions Concern-
ing Schedules 202 - 205

The Commission has modified these in-
structions to conform with Form Nos. 1
and 2 by deleting the subclassifications
presently required.

Pages 206 and 207—0ther Investments

Pages 208 and 209-—Securities, Advances
and Other Intangibles Owned or Con-
trolled Through Nonreporting Carrier and
Noncarrier Subsidiaries

These schedules are deleted because
they are not needed for Commission regu-
latory purposes.
Page 211—Instructions for Schedule
212-213

The Commission has modified the foot-
note to Instruction No. 3 to require that &
respondent identify the original cost of
property purchased or sold. This informe-
tion is useful in the analysis of carrier
property transactions between ail pipeline
companies. In addition, the reporting
thresholds in Instruction Nos. 3 and 5 are
raised from $50,000 and $100,000 to
$250,000 and $500,000, respectively.
Pages 218 and 219—Amortization Base
and Reserve

The reporting thresholds in Instruction
No. 4 are raised from $10,000 to
$100,000.

Page 220—Noncarrier Property

The reporting thresholds in Instruction
No. 2 are raised from $100,000 to
$250,000.
Page 221 —Other Deferred Charges

The reporting thresholds in the instruc-
tion are raised from $100,000 to
$250,000.
Page 225—Payables to Affiliated Compa-
nies

The reporting thresholds in Instruction
No. 2 and 3 are raised from $100,000 to
$250,000.
Pages 230 and 231—Analysis of Federal
Income and Other Taxes Deferred

The Commission has replaced the cur-
rent reporting format with instructions

Federal Energy Guidelines
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that require an analysis of the respon-
dent’s current and non-current deferred
income tax assets and Liabilities.

Pages 250 and 251—Capital Stock

The current schedules are replaced with
schedules and instructions similar to
Form No. 2.

Pages 302 through 304—Operating Ex-
pense Accounts )

“Operating Ratio’ at line 23 is deleted
because it is not needed for Commission
regulatory purposes.

Page 336—Interest and Dividend Income

The reference to Schedule pages 206 to
207 at line 2 is deleted because these
pages are eliminated.

Page 337—Miscellaneous Items in In-
come and Retained Income Accounts for
the Year

The reporting thresholds in Instruction
No. 2 are raised from $100,000 to
$250,000.

Page 351—Payments for Services Ren-

dered by Otber Than Employees.

The thresholds in Instruction
No. 1 are raised from $30,000 to
$100,000,

Finally, since the Commission has de-
ferred the requirement that oil pipelines
file Form No. 6 on an electronic medium,
in addition to paper filing, § 385.2011 of
Part 385 of Title 18 of the Code of Fed-
cral Regulations will not be changed as
proposed in the NOPR at this time. The
Commission will issue a final rule on this
subject at an appropriate time.

V1. Depreciation
A. Discussion of Comments

In Order No. 561, the Commission
stated that it would be the pipelines’ re-
sponsibility in the future to perform de-
preciation studies to establish revised
depreciation rates for oil pipelines. The
Commission further stated that the spe-
cific requirements for such studies would
be developed in this proceeding.® In the
NOPR, the Commission proposed s new
Part 347 1o its regulations, encompassing
the information required to be submitted
by oil pipeline companies to establish re-
vised depreciation rates.
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Several commentors provided com-
ments concerning the process for the es-
tablishment and/or changing of
depreciation rates for common carrier
property. Based upon a review of these
comments, several modifications will be

challenged on the baais of
the rate of depreciation.”’! If a change in
the tariff rate is requested resulting from
an

]
:
.

Modifications to the proposed regula-
tions (18 CFR 347.1) which delineate the
information which should be filed when
secking to establish or change deprecia-
tion rates have been requested by several
commentors.5? As to those claims that cer-
tain data are not available, the Commis-
sion has provided in §347.1(e} for
consideration of individual circumstances.
Section 347.1(e) states, in part:

Modifications, additions, and deletions
to these data elements should be made
to reflect the individusl circumstances
of the carrier's properties and opera-
tions. [emphasis added]

This statement allows for the modifica-
tion of the data elements for individual
pipelines to account for, among other
things, information which is not available
to the pipeline. Therefore, a pipeline
which does not have up-to-date engineer-

® FERC Statutes and Regulations § 30,985
(1993), at pp. 30,9678,
2 Davis, p. 2.

Federal Energy Reguistory Commission
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3 Davis, Marsthon, and AOPL.
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ing maps™ could submit “simplified maps
or drawings that contain such informa-
tion...."” Where information is not availa-
ble, that data element may be omitted by
simply stating that the information is not
available,

The comments ooncemin;mlﬁeldre-
serve and production information™ are
well taken and that portion of the regula-
tions [18 CFR 347.1(e)X5Xix)] is modified
from that previously proposed to require
only that the pipeline disclose the fields or
areas from which crude oil is obtained.

Similarly, the comments concerning the

menumdthdramud

CFR 347.1 will be publicly availsble un-
less specific confidential treatment is
sought by the filing carrier.

B. Depreciation Regulations Adopted

Other than as discussed above, the
Commission is adopting depreciation reg-
ulations as proposed in the NOPR. The
Commission adopts the following regula-
tions as new Part 347 of the Commission’s
regulations, which requires the following
information to be filed by oil pipeline
companies to justify s request for either
new or changed carrier account deprecia-
tion rates:

a. A brief summary of the general prin-
ciples on which the proposed depreciation
rates are based (e.g., why the sconomic
life of the pipeline section is less than the
physical life).

b. An explanation of the organization,
awnership, and operation of the pipeline.

€. A table of the proposed depreciation
rates by primary carrier account.
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d. An explanation of the average re-
maining life on a physical basis and on an
economic basis,

e. The following specific background
data would be submitted concurrently

with any request for new or changed
property aoeount depreciation rates for
oil pipelines:¥

(1) Up-to-date engineering maps of the
pipeline including the location of all gath-
ering facilities, trunkline facilities, termi-
nals, interconnections with other pipeline
systems, and interconnections with refin.
eries/plants. These maps must indicate
the direction of flow.

(2) A brief description of the pipeline's
operations and an estimate of any major
near-term additions or retirements includ-
ing the estimated costs, Jocation, reason,
and probable year of transaction.

(3) The present depreciation rates be-
ing used, by sccount.

(4) For the most current year available
and for the two prioc years, a breakdown
of the throughput (by type of product, if
applicable) received from each source
(e.g., name of well, pipeline company) at
each receipt point and throughput deliv-
ered at each delivery paint.

(5) The daily average throughput (in
barrels per day) and the actual average
capacity (in barrels per day) for the most
current year, by line section.

(6) A list of shipments and their associ-
ated receipt points, delivery points, and
volumes (in barrels) by type of product
{where applicable) for the most current
year.

(7) For cach primary carrier account,
the latest month’s book balances for gross
plant and accumulated reserve for depre-
ciation.

(8) An estimate of the remaining life of
the system (both gathering and trunk
lines) including the basis for the estimate.

(9) For crude oil, a list of the fields or
aroas from which crude oil is obtained.

(10) If the proposod depreciation rate
adjustment is based on the remaining

3 See Davis, pp. 34.

$ Davis, pp. 4-5, Marsthon, pp. 56, and
AOPL, pp. 40-41.

5 Davis, p. 4; AOPL, pp. 41-42.
% AQPL, p. 40, n.65.

131,006

¥ Al of the information listed here may not
be appropriate and thus could be omitted from
the filing. For exampie, if the pipeline carries
only crude oil, information requestad concerning
petroleum products would not be nesded.
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physical life of the properties, the Service
Life Data Form (FERC Form No. 73)
through the most current year. This may
only require an updating from the last
year for which information was filed with
the Commission.

(11) Estimated salvage value of proper-
ties by primary carrier account.

An oil pipeline company is required to
provide this, and any other information it
deems pertinent, in sufficient detail to
fully explain and justify its proposed
rates. Any modifications, additions, and
deletions to these data elements should
only be made to reflect the individual
circumstances of the pipeline’s properties
and operations, and must be accompanied
by a full explanation of why the modifica-
tions, additions, or deletions are being
made.

VI1I. Other Issues

In addition to the issues discussed
above, certain other issues were raised by
the commenters. The TAPS Carriers seek
clarification on whether they must file
page 700 of Form No. 6 in their annual
reports. For consistency, the Commission
will require that page 700 be included in
the Form No. 6 filing, but the information
required need not be submitted by those
entities excluded, for ratemaking pur-
poses, from the Act of 1992.%8 Page 700,
as indicated above, is a tool to assist in
the analysis of rate changes and cost
changes brought about by the rate meth-
odologies of Order No. 561, which was
issued to conform with the Act of 1992
Since certain entities, such as the TAPS
Carriers, are excluded from its provisions,
no useful purpose would be served by hav-
ing the exempted entities submit the in-
formation required on page 700.

Chevron objects to the use of a test year
comprised of nine months of known and
measurable changes after the last month
of available actual experience utilized in
a cost-of-service rate filing. It argues that
the Commission’s natural gas regulations,
which have the same nine-month period
“factors into the nine-month adjustment

Regulations Preambles
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period the fact that the gas pipeline’s rate
filing will be protested by its customers
and suspended by the Commission for the
statutory five-month period.” It asserts
that oil pipeline rates are typically sus-
pended for only one day, and by allowing
the full nine-month period, the pipeline
may recover costs flve months before the

goes into effect, whichever is later.® The
Commission will not adopt this proposed
change. The nine months of
measurable changes applied to
period to arrive at the test
method long established and utilized i
natural gas pipeline regulation. The nine-
month period is appropriate in establish-
ing rates which are prospective in nature
and which will be in effect into the future.
Only “known and measurable” changes
are properly aliowed to be included. By
including these changes, the resulting test
period correctly reflects the best projec-
tion of the actual circumstances which
will be in effect under which the proposed
rates of the pipeline are filed, Moreover,
there is no basis far Chevron's suggestion
that the nine-month period factors into
account a five-month suspension period,
especially as § 154.63(eX2)Xi) provides for
a test period up to nine months beyond
the date of filing.

VIII. Environmental Analysis

Commission regulations require that an
environmental assessment or an environ-
mental impact statement be prepared for
Commission action that may have a sig-
nificant adverse effect on the human en-
vironment.%! The Commission
categorically excludes certain actions
from this requirement as not having a
significant effect on the human environ-
ment.® No environmental consideration
is necessary for the promulgation of a rule
that does not substantially change the
effect of the regulation being amended, or
that involves the gathering, analysis, and
dissemination of information, or the re-

5

% Section 1804(2XB) of the Act of 1992 ex-
cludes from the provisions of the Act, for
ratemaking purposes, TAPS and any pipeline
delivering oil directly or indirectly to TAPS,

» Chevron, p. 6.
9 Chevron, p. 7.

Pederal Energy Reguiatory Commission

€1 Regulations Implementing the Nationsl
Environmenta] Policy Act, 52 FR 47897 (Dec.
17, 1987), FERC Statutes and Regulations,
Regulations Preambles 1986-1990, {30,783
(1987).

& 18 CFR § 380.4.
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iew of oil pipeline rate filings % Becsuse
vm‘?:fmlruhinvdmmlywﬂtm
no environmental consideration is neces-

nmallentidela'“t:nm“nwﬁfythltlhemb
will not have &
pact on a substantial number of small
em.it.iu.Anmlydlilnotmlﬂgdxfa
rule will not have such an impact.
Pursuant to section 605(b), the Com-
mission certifies that the rules snd
amendments will not have a significant
impact on a substantis! number of amall
entities. The pipelines subject to this rule
are not small entities.

X. Information Collection Require-
ments

The Office of Management and
Budget's (OMB) regulations at p. 5 CFR
1320.14 (footnote) require that OMB ap-
prove certain information and record-
keeping requirements imposed by an
agency. The information collection re-
guirements in this final rule are contained
in FERC6 “Annusl Report of Oil Pipe-
line Companies” (1902-0022) and
FERC-550 “0il Pipeline Rates: Tariff Fil-
ings" (1902-0089).

The Commission uses the data collected
in these information requirements to

ing just and ressonable rates that should
::Imudbythnmuhudplp.uuum-
y.
The Office of Economic Policy
data in its functions relating the
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Form No. 6 to carry out its compliance
sudits and for continueus review of the
ni“ﬁnlndll conditions of regulated compa-

Becawse of the revisions to
both FERC-550 and Form No. 6, and the
expected reduction in public reporting
burden of the latter, the Commission is
submitting a copy of the fina! rule to
OMB for its review and approval. Inter-
ested persons may obtain information on
these reporting requirementa by contact-
ing the Federal Energy Regulatory Com-
mission, 941 North Capitol Street, NE,
Washington, DC 20426 [Attention:
Michael Miller, Information Services Di-
vision, (202) 208-1415)]. Comments on the
requirements of this rule can be sent to
the Office of Information sand Regulstory
Affairs of OMB (Attention: Desk Officer
for Federal Energy Regulatory Commis-
sion), Washington, D.C. 20503, FAX:
(202)395-5167.

1X. EHective Datss

This final rule will be effoctive January
1, 1998,

List of Subjects in 18 CFR Parts 342,
348, and 347

Pipelines, Reporting and recordkeeping
requirements.

By the Commission.
Lois D, Cashell,
Secretary.
Appendix A
Comments Recejved
Alasks, State of (Alaska)

Alberta Department of Energy (Al
berta)

Association of Oil Pipelines (AOPL)

ARCO Pipe Line Comnpany and Four
Corners Pipe Line Company (ARCO)

Buckeye Pipe Line Company, L.P.
(Buckeye)

Chevron U.S.A. Products Company
(Chevron)

Davis, Glenn E. (Davis)

Indicated TAPS Carriers and Kuparuk

Tn)umtim Company (TAPS Carri-
ers

Y 18CTR §380.4(a),
“susc. §§ 601612,

131,008

&5 US.C. §605(b).
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Lakehead Pipe Line Company (Lake-
head)

Marathon Pipe Line Company (Mara-
thon)

National Council of Farmer Coopera-
tives (NCFC)
Petrochemicsl Energy Group (PEG)

Texzas Eastern Products Pipeline Com-
pany, L.P. (TEPPCO)

Total Petroleum, Inc. (Total)
Appendix B
Revised Sheets for Form No. 6: Annual
Report of Oil Pipeline Companies

This Appendix B contains the pages
from Form No. 6 which are revised in the
Commission’s Final Rule, Docket No.
RM94-2-000.

Appendix B—Form Ng. 6 Schedules Re-

Titie—FPage No.
Control Over Respondent—102

Companies Controlled by Respon-
dent—-103

Directors—105 . '
Important Changes During the Year—
108-109

Comparative Balance Sheet State.
ment—110-113

Income Statement—114
Appropriated Retained Income—118

Unappropriated Retained Income
Statement—119

Statement of Cash Flows—120-121

Notes to Financial Ststements—
122-123

Receivables From Affiliated Compa-
nies—200

General Instructions Concerning Sched-
ules 202 Through 205—201

Instructions for Schedules 212.213—

21

Amortization Base and Reserve—
218-219

Noncarrier Property—220
Other Deferred Charges-—221
Payables to Affiliated Companies—225

Analysis of Federal! Income and Other
Taxes Deferred—230-231

Capital Stock--250-251
Federal Energy Regulsiory Commission
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Operating Expense Accounts (Account
610)—302-304

Interest and Dividend Income--—336

Miscellaneous Items in Income and Re-
3usi;:ed Income Accounts for the Year—

Payments for Services Rendered by
Other Than Employees—351

Annual Cost of Service Based Analytis
Schedule—700

* Copies of these revised sheets are not
being published in the Federa! Register,
but are available in copies of this order
from the Commission’s Public Reference
Room.



