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Discussion Topics
» What are rate cases?
» Who needs to know?
» How are rate cases initiated?
» Common terms, calculations
» Impact to companies

» Recent trends, examples
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PIPELINES need to:

ARBO

» anticipate filings by competitors
» benchmark competitors’ strategies

» monitor results; study testimony

l. EAST DALEY



SHIPPERS need to:

» assess rate risk over contract term
» inform negotiation strategy

» know cost structure going forward
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INVESTORS nheed to understand
which companies have rate risk
and how much.

Rate cuts affect the cash flow
of the business.
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Pipeline 2022 EBDA % of Total EBDA

’ . Tennessee Gas Pipeline $1,266 16%
KMI’s Interstates £l Paso Pipeline $515 7%
. Colorado Interstate Pipeline $247 3%
make up 40% of its Southern LNG o ™
~ ~ Florida Gas Transmission $154 2%
EB DA, bUt JUSt flve Southern Natural Gas Pipeline $149 2%
Elba Express Pipeline $138 2%
account for 31%. i "
Stagecoach $113 1%
KM Louisiana Pipeline $74 1%
Wyoming Interstate Pipeline $67 1%
A"l' b u t O n e Of th ese TransColorado Pipeline $32 0%
h l h d Cheyenne Plains Pipeline $21 0%
ave rece nt y a O r Mojave Pipeline $M 0%
1 Sierrit $8 0%

are currently subject
Young Gas Storage $2 0%
Ruby Pipeline $0 0%
tO a rate Case * Fayetteville Express -$14 0%
Midcontinent Express -$15 0%
Total Adj. EBDA $7,761 40%
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The FERC controls rates natural gas
pipelines can charge, and when/where
new capacity can be built.
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Rates must be JUST and REASONABLE.

Reasonable means a tariff is fair to shippers.
Just means it’s also high enough that the

pipeline will make the investment needed to
provide the transportation service.
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SECTION 4 rate cases
are filed by a pipeline that seeks to increase its rates.
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SECTION 5 rate cases

are initiated by FERC or a group of shippers
and seek to decrease a pipeline’s rates.
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A pipeline’s COST OF SERVICE has two main elements:
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A pipeline’s COST OF SERVICE has two main elements:

Depreciation is designed to allocate the cost of
a long-term asset over its economic useful life.
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A pipeline’s COST OF SERVICE has two main elements:

Depreciation is designed to allocate the cost of
a long-term asset over its economic useful life.

Return on equity (ROE) is essentially the profit for

a regulated company and is typically calculated as
a percentage of the assets owned by the company.
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In recent cases, s‘ .
pipelines have ¢ @ oo e o.sg:%o oo, 200

asked for about
14-16% ROE.

12% 13% 14% 15% 16%
PROPOSED ROE
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The purpose of the rate case is
to fix the tariff rates primarily on
non-incremental pipeline tariff.

This doesn’t include
most new projects.

ARBO
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30%

EAST DALEY FINDS s
Pipelines with : 20
over 20% ROE
are potentially 3 o

at risk. o

0%

Less than 10% 10% to 14% 14% to 18% 18% to 25% 25% to 35% Greater than 35%
2{0] 3
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MORATORIUM

Neither shipper nor pipeline can
file a rate case during this period.
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MORATORIUM

Neither shipper nor pipeline can
file a rate case during this period.

COMEBACK PROVISION

Pipeline is required to file a rate
case at a defined point in time.
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Cumulative
percentage of
industry revenue
subject to
comebacks in
coming years
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Cumulative
percentage of
industry revenue
not covered by

a moratorium
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UNPROTECTED INDUSTRY REVENUE
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e
ARBO FINDS
Between =
10 and 14% -
ROE is the L

ideal range. N

%
ik Less than 10% 10% to 14% 14% to 18% 18% to 25% 25% to 35% Greater than 35%

3{0]3
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DISCOUNTED RATES must be lower
than the tariff rate, and therefore
can be impacted by a rate case.
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DISCOUNTED RATES must be lower
than the tariff rate, and therefore
can be impacted by a rate case.

NEGOTIATED RATES can be higher
or lower than the tariff rate and
are not impacted by a rate case.
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Why would a shipper sigh a
contract that could be higher
than the tariff rate?

> Projects
» Index based rates
» Avoid rate case risk

ARBO
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Revenue

Pipeline Moratorium Rate 2'::: CurrRe(;IE T:I;,:?:‘); Risk Status
($MM)

Tennessee Pipeline 10/31/22 11/1/2023* 19% A $15 Rate cut planned as a part of previous settlement

El Paso 9/30/27 10/1/2027* 20% 27% $31 Submitted S&A 16% rate cut to max tariff rates

ClG 9/30/20 9/30/26 15% 66% $0 Settled

WIC 12/31/20 4/1/2026* 10% 43% $5 Settled

Submitted Settlement: 5% reduction Nov 22'

NGPL 6/30/27 7/1/2027* 39% 33% $53 and additional 4% Nov 23"
Southern Natural Gas 8/31/21 9/1/24 14% 79% $0 Nothing filed
Florida Gas Mid year 2024 8/1/26 15% 53% $42 Protected until 2024
Stagecoach 29% 55% $16 Ongoing

*Indicates pipeline must file cost and revenue study and does not guarantee a full rate case.
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El Paso ROE El Paso Rates Vs. Volumes

Monthly Volumes Shipped (bcf)

10% '
NN NN N N T - )
\ \@Q %@Q ®®\\ ’b(\ (OQJQ @Ibﬁ \’b(\
0

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 mmmm FT-1 Contracted Volume — emmmFT-1 Rates
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Cost Trends El Paso
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East Daley modeled a 4% cut
overall, resulting in $31 M in
revenue cut.

El Paso ultimately agreed to
a 16% cut to max tariff revenue

($33 M cut) over a period of
three years.

ARBO

l. EAST DALEY



|
April 1, 2021

January 1, 2022
January 1, 2022
January 1, 2022‘
February 1, 2022‘
June 30, 2022‘ —
May 1, 2023‘

May 31, 2023
September 1, 2023‘
ARBO TRACKS November 1, 2024‘

L
December 31, 2024
|

Industry-wide S T - L
moratOriu m and November 1,2022LF

MORATORIUM END

April 1, 2023

b k d t May 1, 2023
comebpacC ales sune 1, 2023
November 1, 2023
January 1, 2024
April 1, 2024

May 1, 2024

June 1, 2024

July 1, 2024

July 1, 2024

July 31, 2024
August 1, 2024
August 30, 2024
September 1, 2024

COMEBACK PERIOD END

$0 $500 M $1B $1.5 B $2 B $2.5B
2021 GAS UTILITY REVENUE

ANALYTICS

ARBO 4"||hEAST DALEY



AND MAINTAINS A

Matrix of pipeline

companies arrayed by
ROE and percentage of
negotiated rate revenue
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ABOVE 18% ROE
BELOW 60% NEGOTIATED

Subject to rate
reduction risk

BELOW 10% ROE
LOW PERCENTAGE NEGOTIATED

May seek to
raise rates
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Most rate

cases end in

a settlement,
but the process
can still take
two years.

o) 100 200 300 400 500
DAYS BETWEEN FILING AND SETTLEMENT
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For analysis of the Panhandle case, visit:
goarbo.com/arview/pepl-rate-case

[A\ R B O Home Permian Edge Who We Help

FERC Finally Makes a Decision in the
Panhandle Eastern Pipe Line Rate Case

ArbolQ + December 29, 2022

What’s the issue?

Last week at its open meeting, FERC finally issued an order in the rate case
involving Panhandle Eastern Pipe Line which had been pending since 2019 and
which had been awaiting a Commission decision for eighteen months.

Why does it matter?

While the outcome of the case is clearly important for the pipeline and its
shippers, it will also impact the entire industry because FERC uses the ROE from
the last fully litigated case for various other purposes.

What’s our view?

The previous fully litigated case was one involving EL Paso Natural Gas Pipeline
from 2011, which resulted in a 10.565% ROE. Thus, even though the FERC decision
reduced the ROE proposed by the administrative law judge to 11.25%, the ruling will
be important for the entire industry for perhaps another ten years as it essentially
raised the ROE floor by seventy basis points.

Last week at its open meeting, FERC finally issued an order in the rate case
involving Panhandle Eastern Pipe Line (Panhandle) which had been pending since
2019 and which had been awaiting a Commission decision for eighteen months.
While the outcome of the case is clearly important for the pipeline and its
shippers, it will also impact the entire industry because FERC uses the ROE from
the last fully litigated case for various other purposes.

How We Help Research About

Get ArView in your inbox!

First name* Last name*

Email*

SUBSCRIBE

Recommended Posts

Contact
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Section 5 Process

» The FERC order sets the case for a hearing.

» The pipeline is required to file a cost of service
report in 75 days. The new rate starts only after the

case is resolved.

> El Paso settled in 211 days, but its shippers were given
a cost of service study before FERC Iinitiated the case.
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Section 4 Process
» The rate is technically effective 30 days after filing.

» FERC always suspends the rate increase for five
months and sets the case for a hearing.

» When suspension ends the pipeline begins
collecting at the proposed rate, subject to refund
following resolution or settlement.
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The proposed
Increase may

be high — o0 .
as much as
W I CERU R
current tariff.
0% 50% 100% 150% 200%

PROPOSED INCREASE
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However,

the settlement
percentage Is
typically in the
40-50% range
of the proposed
Increase.

-40% -20% 0% 20% 40% 60% 80% 100% 120%
OVERALL INCREASE
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Section 5 cases
almost always
result in a rate o @ e o o o0
reduction —
sometimes by
25% or more.

-30% P ASY -20% -15% -10% -5%
FINAL CHANGE
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Tuscarora Gas Transmission Company

Empire Pipeline, Inc

Iroquois Gas Transmission System, L.P.
Columbia Gulf Transmission, LLC _
Wyoming Interstate Company, L.L.C. -

Natural Gas Pipeline Company of America LLC

Midwestern Gas Transmission Company
Dominion Energy Overthrust Pipeline, LLC
East Tennessee Natural Gas, LLC _

Southwest Gas Storage Company

Stagecoach Pipeline & Storage Company LLC

Bear Creek Storage Company, L.L.C

0% 5% 10% 15% 20% AV
RATE REDUCTION
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East Daley Analytics dissects
¢ m 9 operational risk across the energy
Commodity Declines Drag value chain.

on Midstreamer’s Outlook

e f » Energy market reports, data sets

» Consulting services

The Daley Note

Pombina EBITDA Outiook (3022 Blusprint)

Commodity Declines Drag on Pembina Outlook

Pe b Pp E e (PBA) is guiding to 2023 Adjusted EBITDA of $3.5 - $3.8
billion, low the midpoin expected profit in 2022 and below East
Da | y BI p r mp ny fo f t next year. PBA expects volumes to grow

on its b lower NGL a d rude prices and narrower spreads between

Get the Daley Note

SUBSCRIBE FREE TODAY

marke t h b e like Iyt negatively impact profitability. East Daley breaks
down the tlook for one of North America's leading midstream companies.

own the ou
Read More
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Gain the
Permian Edge

Understand pipeline project demand,
viability, and progress to in-service.
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Arbo transforms energy
infrastructure regulatory data
into business intel that drives
commercial decisions.

» Software & Data
» Custom Advisory Services

» Research

WWW.GOARBO.COM/ARVIEW
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FERC Makes a Decision
in PEPL Rate Case

@ Arbo pec 29 «
tome v
ARVIEW

OUR BLOG WITH OUR VIEW—
ALWAYS DATA DRIVEN, ALWAYS ACTIONABLE

FERC Finally Makes a Decision in the
Panhandle Eastern Pipe Line Rate Case

Last week at its open meeting, FERC finally issued an order in the rate case
involving Panhandle Eastern Pipe Line which had been pending since 2019 and
which had been awaiting a Commission decision for eighteen months.




