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— Allows shippers to plan, reduces risk premiums

e Capital Structure Certainty

— Helps to lower rates for shippers

e Rolled-in Rates

— Shares the benefits of scale economies, level playing field
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Cost control
Operating control
Capacity certainty
Expansion timing

Strategic

e Qutlet for increase

equity production
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(ROE) generally recognize lower levels of‘bp
risks than other industries
— FERC ROEs of 14% or less are common

— ROEs granted to pipelines prior to in-service are often
reduced in subsequent rate cases

e Exploration and Production company shareholders
require relatively higher (15% — 20%+) ROEs to

mpensate for higher perceived risks _ .
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ROEs typically will not meet a prod-ucer T
rates of return on capital

e Potential for increased competition in lease
acquisition and reserves development

e Call on capital that is needed for other purposes
e |tis not what they want to do (core competence)

e Regulatory complications
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