


LVALAVUVUD DO VAU LU D0 \ULMMDL L AN AQL ) AV VD LVLs

141 FERC 61,017
UNITED STATES OF AMERICA
FELCTRAL ENERGY I'""5U™ ATORY COMMISSION

Before ommissioners: Jon Wellinghoff, Chairman;
Philip D. Moeller, John R. Norris,
Cheryl A. LaFleur, and Tony T. Clark.

Shell Pipeline Company LP Docket No. OR12-23-0 )

ORDER GRANTING PETITION FOR DECLARATORY ORDER
(Issued October 5, 2012)

1. This order grants Shell Pipeline Company LP’s (Shell) petition for declaratory
order requesting that the Commission approve Shell’s proposed rate and service struct
for shippers for proposed transportation service on a new pipeline project, known as the
Westward Ho project, to be constructed between St. James, Louisiana and Houston,
Texas.

Background

2. Shell states that the Gulf Coast of Louisiana is the major landing point for U.S
domestic crude production as well as foreign crude imports, and that Texas and Louisiana
are also home to almost 50 percent of U.S. refining capacity. Shell explains that the
supply/demand dynamics in the U.S. Gulf of Mexico are changing, and more domestic
sour production is expected to land in Louisiana while the refineries best suited to use
that crude are located further to the west. Shell also notes that large new supplies of
offshore Gulf of Mexico production is expected to arrive from new deep water projects
and other sources starting in 2015. Shell states that the crude types being produced by
these sources are typically heavier and more “sour” crudes relative to crudes produced
onshore in Texas, and refineries in the Houston area tend to prefer heavier, more “sour”
crudes.! As a result, Shell has received strong shipper support for a pipeline system that
would provide expanded access to Houston and nearby refining markets for Gulf and
imported crude types.

! Crude oil is considered “sweet” if it contains less than 0.5 percent sulfur. 1
comparison, “sour” crude oil contains impurity sulfur levels larger than 0.5 percent.






uuuuuuuuuuuuuu Luiv. £oou [T PR IS e > Sy AV VI ) Ve

Docket No. OR12-23-000 -3-

ha submitted a TSA that combined a 100,000 barrel per day bid for
15y s with a 50,000 barrel per day bid for 10 years, the shipper’s
jportation ra  would be the 150,000 barrel per day rate (for a 10-year
term) for the first ten years ($1.19) and the 50,000 b.__:1 per day rate (for a
15-year commitment) for the last five years ($1.18). A shipper seeking this
rate treatment for a bid involving different volumes for different time
periods would need to indicate in its TSA that its contract requests should
be treated as a single contract.

(3) Committed Shippers would be subject to prorationing, including a
set-aside of capacity for new shippers, but would have their initial volume
history set by their contractual volume commitment. Shell does not
propose to provide any firm capacity rights for the Westward Ho project.
Shell proposes to use a historical rolling 12-month average of the higher of
actual movements or volumes paid for under the TSAs, to determine
capacity allocation in periods of prorationing. Committed Shippers would
have the ability to assign or transfer their contract rights and shipper
history.

(4) Upto 10 percent of pipeline capacity would be reserved for non-
contract volumes.

(5)  Shell plans to file an initial Uncommitted Rate pursuant to 18 C.F.R.
§ 342.2 that will be at least 20 percent higher than the tariff posted for the
shortest term at the lowest committed volume but does not request advance
approval of that rate in the declaratory order.

6. Notice of Shell’s petition was issued on August 14, 2012, providing that motions
to intervene, protests and comments be filed by August 30, 2012. No protests or adverse
comments were filed.

Shell’s Petition

7. Shell specifically requests approval regarding the following elements of the
Westward Ho project. Shell requests a declaration that the terms of the TSA and the
accompanying pro forma tariff rate structures and service terms for Committed Shippers
are lawful, and that the stated contract rate and prorationing provisions will govern the
Committed Shippers’ service during the terms of the TSA, irrespective of changes that
may occur as to the uncommitted rates. This request includes the Committed Rates set
out in Schedule B to the pro forma TSA as clarified on May 31 concerning the treatme:
of combined contracts for differing volumes over the term of the contract, the agreed-
upon escalation by the Commission’s index during the contract term, and the viscosity
sur...arge.
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