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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

In the Matter of the Application of SFPP, L.P. Application 24-01-020
(PLC-9) for Authority to Increase Rates for
Transportation of Refined Petroleum Products

Application 23-01-016
And Related Matters Application 22-01-016

Application 21-01-015

REPLY COMMENTS OF PILOT TRAVEL CENTERS LLC, PRO PETROLEUM LLC,
AND SOUTHERN COUNTIES OIL CO. ON INTERIM PROPOSED DECISION
DETERMINING SFPP’S EXCLUDED CONNECTED DESTINATION TERMINALS
ARE JURISDICTIONAL ASSETS

Pursuant to Rules 14.3 of the Rules of Practice and Procedure of the California Public
Utilities Commission (“Commission” or “CPUC”), Pilot Travel Centers LLC (“Pilot”), Pro
Petroleum LLC, and Southern Counties Oil Co. (dba “SC Fuels”) (jointly “Pilot Shippers”) hereby
submit Reply Comments on the Interim Proposed Decision Determining SFPP’s Excluded
Connected Destination Terminals Are Jurisdictional Assets.

As is discussed in greater detail below, the Pilot Shippers submit that:

e SFPP’s comments do not accurately reflect the record in this proceeding: SFPP has

failed to meet its burden of proof.

e The Interim Proposed Decision only applies to terminals affiliated with a jurisdictional

pipeline: it would not make every terminal connected to SFPP’s system jurisdictional.

The Pilot Shippers respectfully request that the Commission revise the Interim Proposed
Decision to specifically find that SFPP has failed to satisfy its burden of proof in this proceeding,
order dismissal of its rate case applications, and order that all interim rate increases should be

refunded with interest.



I. SFPP’s COMMENTS DO NOT ACCURATELY REFLECT THE RECORD IN
THIS PROCEEDING: SFPP HAS FAILED TO MEET ITS BURDEN OF PROOF .

In its Comments, SFPP complains that a jurisdictional analysis of each service at the
destination terminals has not been conducted;' and argues that the Commission should implement
two additional phases to this proceeding to consider additional jurisdictional issues and adopt
specific jurisdictional rates for each of the terminal services it provides. The Pilot Shippers agree
that this may be necessary on a forward-looking basis pursuant to a yet-to-be filed SFPP
application. However, SFPP’s proposal ignores the actual record in this proceeding, which
demonstrates that SFPP has been given a number of opportunities to meet its burden of proof in
this consolidated proceeding, in response to, “compelling evidence showing the terminals are an
integral part of the Pipeline,” but refused to do so.> As the Interim Proposed Decision recognizes:

SFPP made no effort to provide the evidence showing the terminals were neither useful

nor necessary to the Pipeline. SFPP has not put forth evidence affirmatively or in rebuttal

to meet its burden on the jurisdictional asset issues.>

The parties have been litigating this consolidated rate case proceeding since it was initiated
in 2021, including extensive discovery, law and motion proceedings, submittal of testimony,

hearings, and two rounds of post-hearing briefs. It was SFPP, and not its shippers, that refused to

introduce evidence on this subject. Moreover, SFPP is able to recover the costs of this litigation

' SFPP Comments at pp. 5, 6.

2 See, Interim Proposed Decision at pp. 28-29, citing D.11-05-026 at 5 fn.8, quoting Pacific Gas and Electric Co.,
D.00-02-046, 2000 Cal. PUC LEXIS 239, at *55 “Applicant’s ultimate burden is to prove that the rates it seeks are
reasonable. Proving that the excluded property is unnecessary to operation of the Pipeline is an essential part of
demonstrating the reasonableness of the requested rates. ‘[T]he ultimate burden of proof of reasonableness...never
shifts from a utility which is seeking to pass its costs of operation on to ratepayers...” *

3 See, Interim Proposed Decision at pp. 28-29, citing D.11-05-026 at 5 fn.8, quoting Pacific Gas and Electric Co.,
D.00-02-046, 2000 Cal. PUC LEXIS 239, at *55 “Applicant’s ultimate burden is to prove that the rates it seeks are
reasonable. Proving that the excluded property is unnecessary to operation of the Pipeline is an essential part of
demonstrating the reasonableness of the requested rates. ‘[T]he ultimate burden of proof of reasonableness...never
shifts from a utility which is seeking to pass its costs of operation on to ratepayers...”



through rates, while its shippers enjoy no similar privilege. Under these circumstances, SFPP’s
proposal mischaracterizes its burden of proof in this proceeding, as well as the Commission’s
obligation in response to a regulated utility’s failure to meet its burden of proof. The Commission
has stated it will “disallow” costs unless a utility meets its burden of proof by a showing of “clear
and convincing evidence” supporting the reasonableness of all of the expenses it seeks to recover
in rates.* The Commission has not found that a utility’s failure to meet its burden of proof justifies
expansion of a fully litigated proceeding to provide the utility with another opportunity to meet its
burden. However, that is exactly what SFPP is requesting in its Comments. This request should
be rejected.

IL. THE INTERIM PROPOSED DECISION ONLY APPLIES TO TERMINALS

AFFILIATED WITH A JURISDICTIONAL PIPELINE: IT WOULD NOT MAKE
EVERY TERMINAL CONNECTED TO SFPP’s SYSTEM JURISDICTIONAL

SFPP contends the findings in the Interim Proposed Decision, “would make every terminal
connected to SFPP’s pipeline system at a destination point jurisdictional, even those owned by
third parties, including storage tanks and related services at airports such as San Francisco

International Airport.”

This assertion misrepresents both the fact and law.

SFPP’s assertion misrepresents the factual record in this proceeding which includes
evidence of “certain tying arrangements” between unregulated terminal agreements and services
provided by Commission-jurisdictional pipelines that, “provide a fertile environment for
monopolistic conduct and discriminatory pricing.” This “fertile environment for monopolistic

conduct and discriminatory pricing” does not exist in the absence of an affiliate relationship

between a jurisdictional pipeline and an unregulated connected terminal. Unlike the affiliated

* Re San Gabriel Water Co., D.05-08-041 at 8, 2005 WL 2101464 (Cal. P.U.C.) (quoting Re Southern California
Edison Co., D.83-05-036, 11 Cal. P.U.C. 2d 474, 475 (1983)).

5 SFPP Comments, at p. 2.



terminal, an unregulated terminal has no opportunity to cross-subsidize terminal operations though
its jurisdictional pipeline operations, no opportunity to tie jurisdictional pipeline services to use of
its terminal, and no opportunity for shared management to allocate downside risk to regulated
pipeline operations (and revenue requirement), while making decisions for the jurisdictional
pipeline that are intended to maximize profits at jurisdictional terminals.

SFPP’s arguments also misrepresent the law, which clearly only makes jurisdictional on
real estate, fixtures, and personal property that is owned, controlled, operated, or managed in
connection with or to facilitate pipeline operations as a basis for an assertion of jurisdiction:

“Pipe line” includes all real estate, fixtures, and personal property, owned, controlled,

operated, or managed in connection with or to facilitate the transmission, storage,

distribution, or delivery of crude oil or other fluid substances except water through pipe
lines.”®

An unaffiliated terminal is not owned, controlled, operated, or managed in connection with
or to facilitate pipeline operations. For that reason alone, Section 227, by itself, does not support
an assertion of jurisdiction over unaffiliated terminals that are connected to the SFPP jurisdictional
pipeline. While it facilitates pipeline deliveries, without common ownership, control, operation, or
management, unaffiliated terminal operations do not create an opportunity to undermine and avoid
CPUC oversite of jurisdictional facilities. Absent collusion, an unaffiliated terminal has no
opportunity to engage in tying, affiliate cross-subsidization, market power abuse, or affiliate
preference arising out of its relationship to a jurisdictional pipeline. However, this is not the case
for terminals that are owned, managed, and controlled by the same entity that owns, manages, and
controls the jurisdictional pipeline. The focus of the Interim Proposed Decision is appropriately on

the affiliated relationship and shared management between the SFPP jurisdictional pipeline and

¢ California Public Utilities Code, Section 227.



affiliated, but unregulated terminal operations. For this reason, the findings and conclusions set
forth in the Interim Proposed Decision are appropriately limited in scope to SFPP owned terminals

interconnected to the SFPP pipeline system.

1. CONCLUSION

WHEREFORE, Pilot Shippers respectfully request that the Commission reject SFPP’s attempt to
further expand the scope, length, cost, and complexity at this late stage of this fully litigated proceeding.
The final Decision should specifically find that SFPP has failed to satisfy its burden of proof in this
proceeding, order dismissal of its rate case applications, and order that all interim rate increases should be
refunded with interest.
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