Mid-America Pipeline Company, LLC
ORDER ON PETITION FOR DECLARATORY ORDER

136 FERC 9 61,087 (August 5, 2011)

In this case, Mid-America Pipeline Company, LLC (Mid-America) filed a petition for a declaratory
order seeking a decision by the Commission approving, among other things, a rate and of service
structure for a pro; ;ed expansion of it¢ | delinesys  thattranspor |- n natu quids
(NGL), including propane, ethane, naphtha and natural gasoline, from the Green River
Wyoming, the Uintah Basin in Utah and the Piceance Basin in Colorado. After an open season for all
potential shippers, shippers who executed a ship-or-pay transportation service agreement in which they
committed to move over the expansion capacity certain volumes of NGLs through August 31, 2021, and
who paid a premium relative to uncommitted shippers, would not have their volumes subject to
proration under normal operating conditions. According to Mid-America, committed volumes moving
over the expansion capacity would not compete with uncommitted shippers for base system capacity.
The Commission granted the petition for a declaratory order.
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136 FERC § 61,087
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Jon Wellinghoff, Chairman;
Marc Spitzer, Philip D. Moeller,
John R. Norris, and Cheryl A. LaFleur.

Mid-America Pipeline Company, LLC Docket No. OR11-11-000

ORDER ON PETITION FOR DECLARATORY ORDER
(Issued August 5, 2011)

1. On May 26, 2011, Mid-America Pipeline Company, LL.C (Mid-America) filed a
petition for a declaratory order approving the overall tariff, rate, and priority service
structure for a proposed expansion (Expansion) of its existing Rocky Mountain p eline
system (Rocky Mountain System). Mid-America requests Commission action on its
petition by August 1, 2011.

2. Mid-America states that the Expansion will provide much-needed additional
capacity for the transportation of natural gas liquids (NGL) on the Rocky Mountain
System from three producing basins (Green River in Wyoming, Uintah in Utah, and
Piceance in Colorado) to the terminus of the Rocky Mountain System at the
Hobbs/Gaines, Texas fractionation hub (Hobbs). Further, states Mid-America, the
Expansion will make it possible to increase the NGL supply to downstream destinations
served by connecting pipelines, such as the pipeline owned by its affiliate Semin¢ :
Pipeline Company (Seminole)." Mid-America emphasizes that existing shippers’
capacity rights will be preserved and that uncommitted shippers will continue¢ > have
access to the majority of Rocky Mountain System capacity after the Expansion goes into
service.

3. As discussed below, the Commission grants Mid-America’s petition for a
declaratory order.

! Mid-America explains that it participates with Seminole in joint rates for the
transportation of demethanized mix from Mid-America’s Rocky Mountain System
origins to Mont Belvieu, Texas.
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Description of the Exp~—sion

6. Mid-America states that the Expansion will increase pumping power by adding up
to 275 miles of new 16-inch pipeline loops and pump modifications.’ According to Mid-
America, when the ™ ¢pansion is completed, it will increase capacity on the »ocky
Mountain System by as much as 85,000 barrels per day (bpd), from 275,000 bpd to
360,000 bpd, depending upon the level of volume commitments received. Further,
contim  Mid-America, the Expansion is expected to require a capital investment ¢ ~

to $735 million. To meet its schedule of placing the Expansion in service by the thi
quarter, Mid-America explains that it must begin various engineering, procurement, and
pe ng activit ; and that it must obtain regulatory approvals as soonas] s e.

7. Additionally, Mid-America emphasizes that it must obtain sufficient volume
commitments to make the Expansion possible, which in turn requires that committed
shippers be assured that they will be able to ship their barrels through the Rocky
Mountain System. Mid-America points out that it conducted a public open season (from
M arch 29, 2011, to April 29, 2011), offering all interested shippers an equal right to
participate.® Mid-America explains that it asked shippers to execute Transportation
Service Agreements (TSA), committing to ship-or-pay contracts, and it obtained initial
shipper volume commitments totaling 38,500 bpd. Mid-America also states that it
afforded each committed shipper a one-time right (to be exercised no later than

ecember 31, 2011) to request additional capacity up to an aggregate total of 46,500 bpd,
thereby potentially increasing the size of the Expansion to 85,000 bpd.

8. According to Mid-America, those shippers making volume commitments during
the open season will pay a premium rate that will exceed the existing applicable general
commodity rates. In return, continues Mid-America, those shippers will not be subject to
prorationing of their committed volumes under normal operating conditions, but instead
will be subject to prorationing only in unusual circumstances, such as shipper breach or
force majeure. However, Mid-America emphasizes that existing shippers’ capacity rights
will be preserved.

> Mid-America states that the various components of the Expansion are described
in greater detail in the Affidavit of James M. Collingsworth, which Mid-America
includes with its petition as Attachment 1.

6 Mid-America states that the Notice of Open Season incorporated the pro forma
TSA, which includes as an exhibit the proposed amendments to Mid-America’s rules and
regulations tariff that would exempt the committed volumes, which pay a premium rate,
from prorationing under ordinary operating circumstances. According to Mid-America,
other than filling in the blanks, all shippers executed the TSA without modification.
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long-term financial commitment to support the Expansion.'® Mid-America also
maintains that uncommitted shippers will benefit from the ™ (pansion because the
committed volumes will move on the Expansion space and will not compete for space
with uncommitted shippers on the base capacity.

11. Mid-America explains that the uncommitted shippers will continue to be charged a
significantly lower rate than the rate applicable to the committed volumes and will pay on
a volumetric or usage basis. According to Mid-America, the TSA establishes rates for
comm....d volumes of 495.60 cents per b___l (cpb) for shipments to Hobbs and : 7.00
cpb for shipments to Mont Belvieu destinations (referred to in the tariff as “Group
950”)." Mid-/ ca nphasizes that those rates exceed the highest general commodi
rates to the applicable destinations that uncommitted shippers pay (392.12 cpb to Hobbs
and 499.85 cpb to Group 950). Finally, Mid-America explains that the TSAs establish
that the hlgher rates for commltted volumes also will be subject to annual escalation
adjustments

Mid-America’s Argument

12.  Mid-America asserts that an expedited declaratory order is appropriate in this case,
as the Commission has recognized in other cases.”® For example, states Mid-America, in
Express Pipeline System (Express), the Commission issued a declaratory order over the
objection of parties that argued that the issues should be deferred until the pipeline was
built. The Commission stated as follows:

' The provisions of the proposed pro forma tariff amendments reflecting those
procedures are included as Exhibit B to the TSA. ‘

" Mid-America states that movements to Mont Belvieu are made pursuant to the
Mid-America/Seminole joint rate set forth in Mid-America’s tariff. Mid-America
explains that the premium rate for committed movements to Mont Belvieu will be
pursuant to a new joint rate to be included in Mid-America’s tariff.

12 Mid-America cites TSA at Articles 4.1.3 through 4.1.6. Mid-America states that
the deficiency fee set forth in Article 4.1.2 of the TSA also will be subject to such
escalation adjustments. Exhibit C to the TSA provides examples of how the rate and
esc: 1tion calculations described in Article 4 of the agreement would work in practice.

, B Mid-America cites, e.g., Enbridge Pipelines (North Dakota) LLC, 133 FERC
961,167, at P 40 (2010); CCPS Transportation, LLC, 121 FERC § 61,253 (2007); Calnev
Pipe Line LLC, 120 FERC § 61,073 (2007); Enbridge Energy Company., Inc.,1 01 RC
961,211 (2005); Plantation Pipe Line Co., 98 FERC {61,219 (2002).
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19.  Mid-America appropriately distinguishes committed and uncommitted shi; s
and provides for rates consistent with the obligation of each class of shipper, while
providing a significant amount of capacity for uncommitted shippers. In addition, the
open season gave all potential shippers the opportunity to become committed sh pers.
Accordingly, the Commission grants Mid-America’s unopposed petition for a declaratory
order.

The Commission orders:

] it W ¢ ‘ as _scu th 1y
of this «

By the Commission.

(SEAL)

Kimberly D. Bose,
Secretary.
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