Enbridge Pipeline (North Dakota) LLC

ORDER ACCEPTING TARIFF

140 FERC 161,193 )12)

In this case, Enbridge Pipeline (North Dakota) LLC (Enbridge North Dakota) filed to modify its
prorationing policy to address the challenge of proliferating shipper neminations for its crude oil
pipeline system that takes crude production away from the Bakken fields in North Dakota to delivery
points in Minnesota. Under the existing prorationing program, there was a temporary 24-month freeze
that limited the ability of new shippers to become regular shippers with access to greater pipeline
capacity. Because the freeze was due to expire October 1, 2012, Enbridge North Dakota proposed a
new prorationing program under which, among other things, all shippers who had shipped in nine of the
most recent twelve months would be considered “Historical Shippers” and during prorationing periods
would receive capacity allocations equal to their shipping histories. Shippers which were not “Historical
Shippers” would be considered “New Shippers”. They would be limited to about five percent of capacity
during prorationing periods, but, with future pipeline expansions, would have ten percent set aside for
them. Enbridge North Dakota maintained that all existing shippers would become “Historical
Shippers” upon expiration of the 24-month freeze and have access to about 94 percent of capacity in
prorationing periods. Given unique circumstances, the Commission approved the change with an
effective date of September 15, 2012.
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1. This order accepts effective September 15, 2012, Enbridge Pipelines

(North )1akota) LLC’s (Enbridge North Dakota) FERC Tariff No. 71.13.0, filed on
August 15, 2012, which modifies Enbridge North Dakota’s prorationing policy. The
modifications are in Item 40 (Tenders and Quantities Accepted), Item 70 (Proration
Pipeline Capacity), Item 75 (Lottery Process) and related definitions in Item 10
(Definitions).

Background

2. The Enbridge North Dakota system is a 330 mile crude oil gathering and 620 mile
interstate transportation system that gathers and transports crude oil from points in
North Dakota and Montana for delivery at various points in North Dakota and
Clearbrook, Minnesota. Due to a substantial regional increase in crude production,
prorationing has occurred continuously on the Enbridge North Dakota system since
February 2006. At that time, the maximum system capacity was 80,000 barrels per day
(bpd). Enbridge North Dakota has increased its capacity and as of July 2012 pipeline
capacity to Clearbrook, Minnesota was 210,000 bpd. Enbridge North Dakota states that
despite the increases in capacity the system is vastly overnominated, with shippers
requesting over 45 million bpd each month (which equates to more than 200 times the
capacity of the line to Clearbrook, Minnesota).

3. Enbridge North Dakota states that due to significant and prolonged apportionment
on the system and subsequent shipper proliferation, it modified its rules and regulations
on seven separate occasions in an effort to ensure that both Regular and New Shij ers
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5. Under Enbridge North Dakota’s proposal, all shippers who have shipped in 9 of
the most recent 12 months will be considered “Historical” Shippers rather than “Regular”
¢ ppers: 1dur 3 periods of apportionment will be allocated capacity equal to their
histories. Enbridge North Dakota states that adding up the combined histories of all

cu nt shippers on the system who have achieved this status, including those shippers
who are currently frozen out of the regular shipper pool but would graduate to become
Historical Shippers upon expiration of the freeze, totals approximately 94 percent of
pipeline cayacity today and results in no Historical Shipper being allocated less than a
batch size.

6. Any shippers who do not qualify as Historical Shippers because they have not
shipped for nine of the previous twelve months will be considered New Shippers who
will be allocated no more than a minimum batch, i.e., 168 bpd.

7. The definition of Affiliate now includes Shippers affiliated by and through
intermediaries. As of October 2012, no affiliate of a Historical Shipper will be permitted
to be a New Shipper.

8. If there are more New Shippers than there are minimum batches available, a
lottery will be held to allocate the available capacity among the New Shippers. New
Shippers will be allocated the percentage of space on the pipeline not utilized by
Historical Shippers. In October 2012, it is estimated that Historical Shippers wi require
94 percent of pipeline capacity, leaving 6 percent or approximately 75 minimum batches
for New Shippers. To allow for growth in the Historical Shipper pool while also ensuring
that New Shippers will always have access to capacity on the system, the eligible
capacity available to Historical Shippers will be capped at 95 percent of total capacity.
New Shippers thus will be able to graduate to become Historical Shippers until the
capacity available to Historical Shippers reaches 95 percent. In addition, Enbridge
North Dakota commits that any future expansions of capacity to Clearbrook, Minnesota
will first benefit New Shippers until such time as the space reserved for New Shippers
reaches at least 10 percent of the available capacity from Minot, North Dakota to
Clearbrook, Minnesota.

9. No shipper will be allowed to roll into the Historical Shipper pool if doing so
results in any Historical Shipper being allocated less than a minimum batch size.

10. A Historical Shipper cannot increase its historical percentage through an
acquisition, merger or other combination with a New Shipper. The prohibition does not
prevent two Historical Shippers from combining their historical percentages through
acquisition, merger, consolidation, assignment or combination or series of transa:  ons

? A minimum batch size is 168 bpd.
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Pl: 1s Marketing contends that the arrangement, which appears to be exclusively aimed
at accommodating New Shippers is unjust and unreasonable.

14.  Plains Marketing asserts that the proposed allocation procedure would resu in the
creation of an unprecedented number of small volume shippers shipping the minimum
tender volume of 168 bpd. Plains Marketing contends that when prorationing d )ears,
most small volume shippers will disappear with it. Plains Marketing is concern at
the proliferation of small volume shippers, who may lack a long-term commitment to
support the pipeline, could negatively affect the viability of the pipeline by under ining
the stability of the customer base. Plains Marketing also protests the affiliate restrictions
p o: 1by Enbridge North Dal a preventing a Historical Shipper from acquirin €
histc  of a New Shipper. While Plains Marketing recognizes that acquisition ofa w
S pper history by a Historical Shipper would increase its allocation and reduce the
allocation of other Historical Shippers, it asserts that Historical Shippers could protect
their historical positions by engaging in the same type of acquisition and merger
transactions.

15.  Double B Energy filed a letter requesting clarification of how a New Shipper
would become a Historical Shipper but did not intervene in the proceeding. In a footnote
in its answer to Plains Marketing, Enbridge North Dakota addressed Double B Energy’s
issue and confirmed its intent that New Shippers who meet the requirement to ship for 9
out of the previous 12 months will be accorded Historical Shipper status and, subject to
space availability, will be assigned a Minimum Tender Volume, regardless of whether the
New Shipper’s 12 month average is less than the Minimum Tender Volume.

Enbridge North Dakota’s An_.. er

16. On September 4, 2012, pursuant to section 343.3(b) of the Commission’s
regulations, Enbridge North Dakota filed its response to the protest of Plains Marketing.
Enbridge North Dakota states that the pre-existing tariff provides that the freeze on New
Shippers becoming Regular Shipper expires as of October 1, 2012, and it has not
proposed to change that provision. Therefore, Enbridge North Dakota submits that the
timing of the expiration of the freeze is not an issue before the Commission. Enbridge
North Dakota states that the freeze was always intended as a temporary measure only,
until a permanent solution was established. Enbridge North Dakota argues that while
extending the freeze would be beneficial for existing Regular Shippers such as Plains
Marketing, it would not be equitable to the New Shippers who would have become
Regular Shippers during the prior two years if the freeze had not existed. Enbridge
North Dakota submits that if future rail and pipeline alternatives result in elimin ng
apportionment on the Enbridge North Dakota system between Minot, North Dakota and
Clearbrook, Minnesota, a balancing of Regular and New Shipper interests would be
unnecessary because all shippers could then be accommodated. However, Enbridge
North akota asserts that if those alterr © do =~

Minot to Clearbrook segment, Enbridge North Dakot it
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CLAR Commissioner, concurring:

This order speaks to the extraordinary opportunities and challenges presented by the shale oil
revolution taking place in Nortk. _ akota and elsewhere. The long-term solution to these challenges is
more pipeline infrastructure as a means to transport oil to market. While prorationing is not an ideal
situation, it is necessary until adequate capacity can be brought on-line. I commend Enbridge, its
shippers, and the Commission staff for working together to facilitate an agreement that the
Commission can support. I also encourage all stakeholders to engage the Commission in an ong« 1g
discussion of how to best facilitate needed takeaway capacity. This is an issue that is of utmost
importance, not only to the regions directly affected by oil development, but also to American energy
security.

Accordingly, I respectfully concur,

Tony Clark
Commissioner
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