PIPILINTS

EIA Mietort FUelNVeeting - 2006

Davidl Retz
Cheviron

Why are Petroleum Products
Measured in 42 Gallon Barrels?




Why are Petroleum Products
Measured in 42 Gallon Barrels?

# Crude oil was originally transported
in old wooden; whiskey: barrels.

s Whiskey: barrels were made i a
standard 42 gallon size for ease; of
transport and measurement:.

¢ It stuck!

4 Types of Pipelines

¢ Crude Oil
¢ Natural Gas
¢ Product: Pipelines

» NGL Pipelines




Crude Oil Pipelines

+ Move crude oil from production; sites to
storage fiacilities, refineries and: ports.

¢ [nterstate pipelines| (liexas to Indianay)
¢ lrans-boerder pipelinest (Albertar tor Liinois)

9 Local pipelinesi(BakersiieldrtorEiAs)

Natural Gas Pipelines

¢ Transports processed gas from
production areas to storage facilities
and to “city gates”.

s City gates ™ are Where the pipeline
system Interconnects with local
itilities  distributicRrnEtWorks




Products Pipelines

» Move finished products from
refineries, storage facilities and ports
to terminals fior truck distribution to
retail sites.

» Comimons carrier and Proprietary.:

9 Prophietanyiake typicallyishort
PIPElINES) SErVING pProprietary.
terminals REar refMNErEs:

NGL Pipelines

+ Relatively few in number.

» Move natural gas liguids from natural gas
processing plants ter markets including
refineries), fractionation plants, chemical
plantsi amnd truck: racks.

9 May: beruliyAinishec productsior smiked
Streams: oiRliguicdss




Pipeline Regulations

¢ All interstate common carrier
pipelines are regulated by the FERC
in terms of operation and tariff.

¢ Pipeline regulations tend to) drive
pIpElines inte separate Iegal entities
remreREREs o Mmarketing
OpEerations to easel administrative
PUrEdENS andrtercompiya WIth Variious
feguiations and FEREC Oraders:

Product Pipelines - Detall

# First crude oil pipeline was laid in
Titusville, PA in 1859.

# LLargely constructed i the 1940s and
19505} in; respense; to attacks Upen tankers
and te addl tramnspoertation capabilities,

9 Recent conselidation in the pipeline
IREUStRZ KindeRMorgan hias acauired
ey legacy pipelinerassetsyinciucing
tErminaisy




Product Pipeline Movements

¢ Product movements of different products
are called “batches’”.

# Batches range in size firem 2,000 to
3,200,000 BBLs. (42 gallons;in a BBL)

¢ Pigs nerlenger usedl tor physically.
Separater product types,

& IiransmIXIIs the predUCt created WHER tWe
RNEN=compatiblEtielshnteERace;

Product Pipeline Movements

& Speed of Product Movement?

— 3l mph te 5 mph

—Jjexas) to New: York in 14-24-days),
average 18.6 days.

= Product pipelines eniy ilew GRE WaN-




Product Pipeline Movements

o Nearly all of the pipeline system is
underground for safiety reasons.

¢ Contents Under Pressure”

¢ llapping or drilling a hele in an active
p/lis very: dangerous.

¢ P/Ls are  moenitored 24/7/365 by
operators looking fer amny’ drop: i ling
pressure; or flow: rates

How to Find P/L Theft
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Products in Pipelines

» Most common seguence of products
shipped:

+ Reformulated Regular Gasoline
— [low: Sulfur Diesel Fuel
— Jet Fuel
— Highr Suliitr Diesel
— ConventionallEasoling
—AllFPremitin Gasolines
= Reiormulatec REGUIEREaselINENEPER)

Pipeline Inventory Accounting

¢ wo different methods used:

Discrete Batch and Pool Methods

# Discrete Batch isi similar te shipping| via
UPS.. what yeur putiniis what youl can pull
OUt.

(Coleniall/ Plantation)

s Pepl Vethodiacknowledges thefitingible
NatUrer el petrelelim procticts and allews
e withdirewalranywhereraiterRdeliVER/Ato
carmerm(Mageliany/SWillians)




Interconnect “Terminals”

¢ An interconnect terminal is not a
“terminal”.

# [t is a location where two or mere
pipelines “intercennect” and where; “break-
out™ storager may: ber utilized tor  park:
product awaiting engoling shipment.

9 [LiRcen; INISRlantaticn,  Eolonialfand
BlckeyerP/iinterconnect: INertruckaracks

Transactions of Pipeline
Inventories

+ Sales — all or part of a pipeline batch
may: be sold or bought while in the
cusstody: off common carrier pipeline.

¢ lirades — alllor palt ot a pipeline
patch may: be traded for'anether
guanitity, o el torberdeliveredrat a
diffferent location or' different: time:
(Supply: preblems)




Products in Pipelines

¢ Pipelines restrict types of products
shipped to reduce creation of waste
products and to enhance revenue.

¢ ITypical products:
— Gasoeline
—Diesel
=Jet
—Seaitingroil

Products in Pipelines

+ Uncommon, Products
— Aviation Gasoline (lead)
— Racing Fuel (lead)

— Dyed Diesel (or any: dyed preduct
olalz))

—Black Oils (Ne. 61 and heavier)
—\\aste pProdUcts /S OlifiFSPEE Products
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Products in Pipelines

¢ Rebrands, Downgrades and Pipeline
Designated Grades

— Rebrand — designating), at delivery: from the
P/, @ product from| one code teranother. Low
sulfiur dieselffuel terhome heating: ol

= Downgrader—Nntentionaliy dewngrading the
Vallereifthe prodUCE toNmEEL OPERa IRl
reduirement i DEIVERACIRECRCELaNEN I EN B
OCLaNE GRaEEl?

Products in Pipelines

# Pipeline Designated Grades — “To Each
TTheir Own.”

» Colonial P/L has 62 unigue product codes.

29 codes| are fungible and remaining are
batchied sepalrately. P/l can comine
PrOEUCES firem! different shipPErs to
meXimiize EffiCIENCY, IMEEL OPEraticnal
NEEdS aneiminimizZErtransmixe iEre are
S product cedesHor dasoline:
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Transmix?

» Most common sequence of products
shipped:

Refiormulated Regular Gaseline

Low; Suliitr Diesel Fuel

Jet Fuel

High Sulfur Diesel
ConventienalfGaseline

AllFPremitim Gasolines
RefiormulatecdrRegularGaseline (repeat)

P/L Deliveries to Terminals

¢ P/L’s deliver product to terminals
connected to the pipeline.

¢ ITerminalisi may: be; associated with the p/l
OPEratol 6 may: berthird-party: terminals
operated by el companies or Gthers.

¢ REPEREINTEXSIARS and Statesiifreguired
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P/L Delivery to Terminals

¢ Services Provided:

— Creating the “cut” between different
products.

— Providing a receiving report andl forecast
Off recelpt timerby: preduct. (aka delivery,
ticket or receiving meter ticket)

= [Dye dieselfiuelfupoen reduest Where
dyedrdiesejNinventories aretheldhinTthe
terminaiE(RIantaticRrR/ENRNthE
SPUEHESSE)

Questions?

¢ Remember, pipeline movements of
finished products are above the point
of taxation for most purposes.

» Nearly impoessible for an: UnF
registered persen (IRS) to be a
ShippPEeren the pipelinesy
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