Decision in Brief:
Enbridge Application for Mainline Contracting

The Commission of the Canada Energy Regulator concluded that if long-term contracting were
allowed on the Canadian Mainline, access to the pipeline would change suddenly and dramatically.
Overall, Western Canadian oil producers could suffer too many negative consequences.

Background

For almost 70 years, the Enbridge Canadian Mainline has been moving oil across Canada. It's the longest oil
pipeline in Canada, stretching from Alberta to the U.S. border in Manitoba and re-entering Canada in Ontario. The
Mainline connects Canadian producers to refineries and other pipelines in both Canada and the U.S. It also ships the
most petroleum products of any Canadian pipeline at about three million barrels each day. That's around 70 per cent
of Canada’s total ability to ship oil from Western Canada to market.

This means that oil from almost all producers in Western Canada is regularly shipped on the Mainline.

Application

Pipeline capacity in Western Canada has been limited for years, with shippers competing for space to move their
product. Enbridge highlighted that additional challenges resulting from the energy transition have caused an
uncertain environment for oil producers. The company said its proposal would decrease risks for itself and its
customers given uncertainty in Canada’s oil industry.

In the application, Enbridge applied for two main things: to be able to enter into long-term shipping contracts and a
new tolling methodology for the Mainline. For the new contracting proposal, shippers could reserve up to 90 per
cent of the pipeline’s capacity for a minimum of eight years to a maximum of 20 years. This model would leave as
little as 10 per cent available for monthly shipments for those without a long-term contract. If approved, it would
have been a significant change for the industry since Enbridge has used a 100 per cent unreserved model since it
began operating.

For the tolling request, Enbridge was trying to establish pricing to go along with the new service. For those with
contracts, the longer the contract and larger the volume, the greater overall discount companies would receive.
Those without long-term contracts would pay more.

An important part of the application was whether Enbridge’s proposal met its obligation for “commmon carriage.” The
CER Act says that an oil pipeline company must provide service to anyone who wants to ship their products on the
pipeline, within reason. Enbridge proposed an open season (where potential shippers would have the opportunity to
sign-up for long-term contracts) as a transparent way to offer the long-term contracts. Along with the 10 per cent
uncommitted capacity, Enbridge argued this would meet its common carrier obligation.
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Decision

The Commission considered many factors while making its decision. It found that, in this case, having up to

90 per cent of pipeline capacity locked into long-term contracts would dramatically change access to the pipeline.
The Commission also found that negative impacts would affect certain groups more than others, so it could not
support the overall application.

Similarly, the Commission felt that the overall tolling framework would excessively favour shippers that signed

long-term contracts. In the end, the Commission did not approve either the tolling or the contracting portions
of the application.

Positions

Supported the Application Opposed the Application

Decisions in Brief are prepared by communications staff of the Canadian Energy Regulator to help the public
better understand Commission decisions. They do not form part of the Commission’s reasons for decision.
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https://apps.cer-rec.gc.ca/REGDOCS/Item/View/4038614
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cer-rec.gc.ca%2Fen%2Fabout%2Fnews-room%2Fnews-releases%2F2021%2Fcer-has-not-approved-enbridges-canadian-mainline-contracting-proposal.html&data=04%7C01%7CSerena.Taylor%40cer-rec.gc.ca%7C51d16a4a1e2244fd949108d9b0fe2d7a%7C56e9b8d38a3549abbdfc27de59608f01%7C0%7C0%7C637735427987184541%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=S8lcReOV7ZF0D5q9Zo4h8JCeQDO4FuY%2FPIR6%2Bmpgd4g%3D&reserved=0
https://www.cer-rec.gc.ca/en/applications-hearings/view-applications-projects/canadian-mainline-contracting/index.html
https://www.cer-rec.gc.ca/en/data-analysis/facilities-we-regulate/pipeline-profiles/oil-and-liquids/pipeline-profiles-enbridge-mainline.html
https://www.cer-rec.gc.ca/en/applications-hearings/view-applications-projects/canadian-mainline-contracting/tolls-tariffs.html
https://twitter.com/CER_REC
https://www.facebook.com/CER.REC
https://www.linkedin.com/company/cer-rec/
https://www.youtube.com/user/NationalEnergyBoard

