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IMPORTANT NOTICE

Shell Midstream Partners

This presentation contains forward-looking statements concerning the financial condition, results of operations and businesses
of the Ho-Ho pipeline system, Mars pipeline system, Bengal pipeline system and Colonial pipeline system (collectively, the
“Systems”), and Shell Midstream Partners, L.P. (“SHLX”). All statements other than statements of historical fact are, or may be
deemed to be, forward-looking statements. Forward-looking statements are statements of future expectations that are based on
management’s current expectations and assumptions and involve known and unknown risks and uncertainties that could cause
actual results, performance or events to differ materially from those expressed or implied in these statements. Forward-looking
statements include, among other things, statements concerning the timing and form of the potential initial public offering and
potential exposure of the Systems and SHLX to market risks and statements expressing management’s expectations, beliefs,
estimates, forecasts, projections and assumptions. These forward-looking statements are identified by their use of terms and
phrases such as “anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”, “plan”, “objectives”, “outlook”,
“probably”, “project”, “seek”, “target”, “risks”, “goals”, “should” and similar terms and phrases. There are a number of
factors that could affect the future operations of the Systems and SHLX and could cause results to differ materially from those
expressed in the forward-looking statements. All forward-looking statements contained in this presentation are expressly
qualified in their entirety by the Risk Factors and cautionary statements contained or referred to in SHLX’s Annual Report on
Form 10-K for the year ended December 31, 2014 and its other filings with the U.S. Securities and Exchange Commission
(available for free at www.sec.gov or www.shellmidstreampartners.com). These factors also should be considered by the
reader. Readers should not place undue reliance on forward-looking statements. Each forward-looking statement speaks only
as of the date of this presentation. The Partnership does not undertake any obligation to publicly update or revise any forwardlooking statement as a result of new information, future events or other information. In light of these risks, result could differ
materially from those stated, implied or inferred from the forward-looking statements contained in this presentation.
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MANAGEMENT REPRESENTATIVES

Shell Midstream Partners

Name

Position at SHLX

Position at Shell

Margaret (Peggy) C.
Montana

President, Chief Executive Officer
and Director

Executive Vice President,
US Pipelines – Americas in Shell
Downstream Inc.

Susan M. Ward

Chief Financial Officer, Vice
President and Director

Head, M&A and Commercial Finance
– Americas for Shell Oil Company

Vice President – Commercial

Vice President, Shell Pipeline
Company LP (SPLC) and General
Manager, Business Development

Kevin M. Nichols
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SHLX OVERVIEW

Shell Midstream Partners

Shell Midstream Partners is a fee-based,
growth-oriented master limited partnership
formed by Shell to own, operate, develop and
acquire pipelines and other midstream assets
Initial public offering of 46,000,000 common
units on October 29, 2014, which included
full exercise of underwriter’s overallotment
Strategically located assets with crude
connectivity and refined product off-take
capabilities
Expecting top tier distribution growth rates
Intending to do three drops in 2015
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DROP SUMMARY

Shell Midstream Partners

Acquisition Overview

Zydeco Pipeline

$448 million inaugural drop down from Shell Pipeline
Acquiring additional interests in assets currently owned
by Shell Midstream Partners
19.5% interest in Zydeco
Total SHLX ownership of 62.5% post drop
1.388% interest in Colonial
Total SHLX ownership of 3.0% post drop
Immediately accretive to distributable cash flow¹
Effective date of April 1, 2015

Colonial Pipeline

Zydeco provides a critical outlet to clear offshore
production and to alleviate current transportation
bottlenecks of crude oil arriving in Houston, TX from the
Eagle Ford shale, Permian Basin and Bakken shale
Colonial is a 5,500-mile refined products system that
connects refineries in the Gulf Coast to demand centers
along the East Coast
Targeting closing in mid May
¹The acquisition is expected to be immediately and strongly accretive to the Partnership’s distributable
cash flow per unit based on an assumption of an additional $45 million of annualized adjusted earnings
before interest, taxes, depreciation and amortization averaged over the next eighteen months
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Breakout Tankage
Aircraft Delivery Facility
City
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FINANCIAL RESULTS FROM OPERATIONS

$millions

Revenue (Zydeco only)
Cost and Expenses (Zydeco & MLP G&A)
Operating Income (Zydeco only)
Income from Equity Investments
Dividend Income
Net Income
Net Income Attributable to SHLX
Adjusted EBITDA Attributable to SHLX
Cash Available for Distribution
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Actuals
(Unaudited)
Three Months Ended
March 31, 2015

$51.7
24.0
27.7
12.5
1.6
41.4
23.6
28.5
30.9
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NON-GAAP FINANCIAL MEASURES
Attributable to Shell Midstream Partners ($million)
Adjusted EBITDA

Shell Midstream Partners

Three Months Ended
March 31, 2015
(Unaudited)

$28.5

Less:
Net Interest Paid

0.1

Zydeco Maintenance Capital Attributable to SHLX

0.5

Plus:
Adjustments from Minimum Volume Commitments

3.0

Cash Available for Distribution

30.9

Total Cash Distributed

24.1

Cash Distribution per Unit
Coverage Ratio
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SOURCES & USES AND LIQUIDITY

Shell Midstream Partners

Sources & Uses1

Liquidity

Sources (in millions)
PIPE Proceeds

Amt.
$250

Revolver Borrowings

118

Cash on Hand

80

Total Sources

$448

Uses (in millions)

Amt.

Purchase Zydeco & Colonial Interests

$448

Total Uses

$448

(in millions)
Cash and cash equivalents

March 31,
2015
Pro Forma
(Unaudited)
$157

$77

$–
–

$118
–

$300
–
30
157
$487

$400
(118)
30
77
$389

Long-term debt:
Revolving credit facility*
Zydeco revolving credit facility
Liquidity:
Revolving credit facility capacity*
Amount drawn
Zydeco revolving credit facility capacity
Cash and cash equivalents
Total Available Liquidity

Effective May 12th, SHLX’s revolving credit facility will increase to $400 million

1.

Excludes transaction fees and expenses.
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MAINTENANCE ACTIVITY
Producer turnaround at Mars platform expected
in Q2. Estimated impact to Mars revenue
attributable to the partnership is $800,000 for
the second quarter.

Shell Midstream Partners

Mars Pipeline

No extraordinary expenses expected on the
Mars pipeline system associated with
turnaround
Maintenance work is underway at storage
caverns currently leased by Mars at LOOP’s
Clovelly Dome Storage Terminal
SPLC will indemnity SHLX for costs above
the $500,000 deductible set forth in the
Omnibus agreement
Zydeco maintenance project to replace twomile section of pipe expected in Q4 pending
permitting
SPLC will assume 100% responsibility for
the expenses associated with the project
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Refined Products

Crude Oil

SHLX ASSET OVERVIEW AFTER FIRST DROP

Shell Midstream Partners

MLP Ownership
Interest
After First Drop

SPLC Retained
Ownership
Interest After
First Drop

Pipeline Length
(miles)

Mainline
Capacity
(Kbpd)

Description

Shipper Profile

Zydeco
(Ho-Ho)

Houston-to-Houma
crude pipeline system is
situated within the
largest refining market
in the U.S.

87% contracted
with a weighted
average remaining
term of nearly 8
years

62.5%

37.5%

382

375

Mars

Major corridor crude oil
pipeline in a highgrowth area of the
offshore
Gulf of Mexico

Maintained a
growing set of wellestablished
customers,
including an
affiliate of Shell

28.6%

42.9%

163

400

Bengal

Refined products
pipeline connecting four
refineries
in Louisiana to longhaul transportation
pipelines

67% contracted
with a weighted
average remaining
term of ~2 years,
FERC tariffs

49.0%

1.0%

158

515

Largest refined products
pipeline in the U.S.,
transporting more than
100 million gallons per
day of over 40 different
refined products

Confidential

3.0%

13.12%

5,500

2,500

Colonial

Prior to proposed offering SPLC owns 64.6% Limited Partner Interest and 2% General Partner Interest and IDRs
Zydeco capacity of 375 Kbpd is expected following completion of expansion;
Mars capacity ranges from 100 Kbpd to 600 Kbpd depending on the segment;
Bengal consists of two pipelines that have capacities of 210 Kbpd to 305 Kbpd
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EXTENSIVE PORTFOLIO OF MIDSTREAM ASSETS AT SPONSOR
Shell Pipeline Company Onshore

Shell Midstream Partners

Shell Pipeline Company Offshore

Crude Pipeline
Refined Products Pipeline

Major pipeline systems in California
Key product systems supplying the Midcontinent and
East Coast

Ownership in 16 offshore pipelines representing over
1,800 miles of pipe
Operate the major pipeline corridors to shore – Auger,
Amberjack, Eugene Island, Mars and Odyssey
SPLC pipelines provide connectivity to key onshore assets
– LOOP (46.1%), LOCAP (41.5%), Ship Shoal (42.5%),
and Zydeco pipelines (37.5%), Arcadia (100%) and
Sugarland terminals (100%)
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ORGANIC GROWTH
Zydeco

Shell Midstream Partners

Mars

Highlights
Mars: new volumes from Jack St. Malo, Olympus,
and Powerball currently ramping up
Mars: new volumes from Big Foot, Coelacanth,
and Stampede expected in 2015-2018
Zydeco: mainline volume ramp up, new tankage,
and additional connections
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SHLX’S STRENGTHS

Shell Midstream Partners

Shell owns a large portfolio of additional midstream assets which SHLX may acquire in the future

Relationship with
Shell

Predictable and
Growing Cash
Flows

Experienced
Management

Unique Strategic
Advantages of
Asset Location

Financial
Flexibility

Shell provides operating services to the MLP and has history of safe and reliable operation of midstream assets
Provides a strategic advantage to operate and compete for additional midstream assets

Assets consist of interests in pipeline systems that generate predictable, fee-based revenue
FERC-based tariffs
Long-term transportation agreements and ship-or-pay contracts
Life of lease contracts, some with guaranteed return

Experienced in the management and operation of pipelines, storage facilities and other midstream assets
Experience executing growth projects and M&A in the midstream sector

Assets ideally located to benefit from changing North American supply and logistics dynamics
The crude oil pipelines are key infrastructure to transport onshore and offshore production to Gulf Coast
refining
Shell’s history in deepwater in the Gulf of Mexico resulted in several ‘corridor’ firsts built by SPLC
The refined products pipelines connect Gulf Coast and SE refineries to major demand from Alabama to New
York
Ability to execute growth strategy through borrowing capacity
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Revolving credit facility with an affiliate of Shell
Access to third party capital via equity and debt capital markets
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QUESTION & ANSWERS
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APPENDIX 1 – NON GAAP FINANCIAL MEASURES

Shell Midstream Partners

This presentation includes the terms Adjusted EBITDA and cash available for distribution. Adjusted EBITDA and cash available for
distribution are non-GAAP supplemental financial measures that management and external users of our combined financial
statements, such as industry analysts, investors, lenders and rating agencies, may use to assess:
•our operating performance as compared to other publicly traded partnerships in the midstream energy industry, without regard
to historical cost basis or, in the case of Adjusted EBITDA, financing methods;
•

the ability of our business to generate sufficient cash to support our decision to make distributions to our unitholders;

•

our ability to incur and service debt and fund capital expenditures; and

•the viability of acquisitions and other capital expenditure projects and the returns on investment of various investment
opportunities.

We believe that the presentation of Adjusted EBITDA and cash available for distribution provides useful information to investors in
assessing our financial condition and results of operations. The GAAP measures most directly comparable to Adjusted EBITDA and
cash available for distribution are net income attributable to Shell Midstream Partners, L.P. and net cash provided by operating
activities. These non-GAAP measures should not be considered as alternatives to GAAP net income or net cash provided by
operating activities. Adjusted EBITDA and cash available for distribution have important limitations as analytical tools because they
exclude some but not all items that affect net income and net cash provided by operating activities. They should not be considered
in isolation or as substitutes for analysis of our results as reported under GAAP. Additionally, because Adjusted EBITDA and cash
available for distribution may be defined differently by other companies in our industry, our definition of Adjusted EBITDA and
cash available for distribution may not be comparable to similarly titled measures of other companies, thereby diminishing their
utility.
References in this press release to Adjusted EBITDA refer to net income before taxes, net interest expense, gain or loss from
disposition of fixed assets, allowance oil reduction to net realizable value, and depreciation and amortization, plus cash distributed
to Shell Midstream Partners, L.P. from equity investments for the applicable period, less income from equity investments. We define
Adjusted EBITDA attributable to Shell Midstream Partners as Adjusted EBITDA less Adjusted EBITDA attributable to noncontrolling
interests. References to cash available for distribution refer to Adjusted EBITDA attributable to Shell Midstream Partners, less
maintenance capital expenditures attributable to Shell Midstream Partners, net interest paid, cash reserves and income taxes paid,
plus net adjustments from volume deficiency payments attributable to Shell Midstream Partners. Cash available for distribution will
not reflect changes in working capital balances.
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ZYDECO PIPELINE
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MARS PIPELINE
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BENGAL PIPELINE
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COLONIAL PIPELINE
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