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10-Q: MARATHON PETROLEUM CORP

(EDGAR Online via COMTEX) -- Item 2: Management's Discussion and Analysis of Financial Condition and Results
of Operations Management’'s Discussion and Analysis of Financial Condition and Results of Operations should be
read in conjunction with the unaudited financial statements and accompanying footnotes included under Item 1.
Financial Statements and in conjunction with our Annual Report on Form 10-K for the year ended December 31,
2013. Management's Discussion and Analysis of Financial Condition and Results of Operations includes various
forward-looking statements concerning trends or events potentially affecting our business. You can identify our
forward-looking statements by words such as "anticipate,” "believe," "estimate," "expect," "forecast," "goal," "intend,"
"plan," "predict," "project," "seek," "target," "could," "may," "should," "would," "will" or other similar expressions that
convey the uncertainty of future events or outcomes. In accordance with "safe harbor" provisions of the Private
Securities Litigation Reform Act of 1995, these statements are accompanied by cautionary language identifying
important factors, though not necessarily all such factors, which could cause future outcomes to differ materially from
those set forth in forward-looking statements. For additional risk factors affecting our business, see Item 1A. Risk
Factors in our Annual Report on Form 10-K for the year ended December 31, 2013. Corporate Overview We are an
independent petroleum refining, marketing and transportation company. We currently own and operate seven
refineries, all located in the United States, with an aggregate crude oil refining capacity of approximately 1.7 million
barrels per calendar day. Our refineries supply refined products to resellers and consumers within our market areas,
including the Midwest, Gulf Coast and Southeast regions of the United States. We distribute refined products to our
customers through one of the largest private domestic fleets of inland petroleum product barges, one of the largest
terminal operations in the United States, and a combination of MPC-owned and third-party-owned trucking and rail
assets. We currently own, lease or have ownership interests in approximately 8,300 miles of crude oil and refined
product pipelines to deliver crude oil to our refineries and other locations and refined products to wholesale and retail
market areas. We are one of the largest petroleum pipeline companies in the United States on the basis of total
volumes delivered. Our operations consist of three reportable operating segments: Refining & Marketing; Speedway;
and Pipeline Transportation. Each of these segments is organized and managed based upon the nature of the
products and services it offers. Refining & Marketing-refines crude oil and other feedstocks at our seven refineries in
the Gulf Coast and Midwest regions of the United States, purchases ethanol and refined products for resale and
distributes refined products through various means, including barges, terminals and trucks that we own or operate.
We sell refined products to wholesale marketing customers domestically and internationally, buyers on the spot
market, our Speedway business segment and to independent entrepreneurs who operate Marathon(R) retail outlets;
Speedway-sells transportation fuels and convenience products in the retail market in the Midwest, primarily through
Speedway(R) convenience stores; and

Pipeline Transportation-transports crude oil and other feedstocks to our refineries and other locations, delivers
refined products to wholesale and retail market areas and includes the aggregated operations of MPLX and MPC'’s
retained pipeline assets and investments.
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Execut i ve Sunmary
Select results for the three and six nonths ended June 30, 2014 and 2013 are
reflected in the foll owing table.

Three Months Ended S x Mnths Ended
June 30, June 30,

(In mllions,
except per share
dat a) 2014 2013 2014 2013
I ncone fromQperations by segnent
Refining & Mrketing $ 1,260 $ 903 $ 1,622 $ 2,008
Speedvay 94 123 152 190
Pipeline Transportation 81 58 153 109
Net incone attributable to MPC $ 855 $ 593 $ 1,054 $ 1,318
Net incone attributable to MPC per diluted share $ 2.95 $ 1.83 $ 3.60 $ 4.01

Net income attributable to MPC increased $262 million, or $1.12 per diluted share, in the second quarter of 2014 and
decreased $264 million, or $0.41 per diluted share, in the first six months of 2014 compared to the same periods of
2013, primarily due to our Refining & Marketing segment.

Table of Contents

Refining & Marketing segment income from operations increased $357 million in the second quarter and decreased
$386 million in the first six months of 2014 compared to the same periods of 2013. The increase in the second
quarter was primarily due to more favorable net product price realizations and a higher U.S. Gulf Coast ("USGC")
crack spread, partially offset by a narrower Light Louisiana Sweet ("LLS") - West Texas Intermediate ("WTI") crude
oil differential and a lower Chicago crack spread. The decrease in the first six months was primarily due to an
increase in refinery direct operating costs, a narrower LLS-WTI crude oil differential and a lower sweet/sour crude oil
differential, partially offset by more favorable net product price realizations and a higher USGC crack spread.
Speedway segment income from operations decreased $29 million in the second quarter and $38 million in the first
six months of 2014 compared to the same periods of 2013, primarily due to decreases in our gasoline and distillate
gross margin and increases in operating expenses, partially offset by increases in our merchandise gross margin.
Table of Contents

In July 2014, we exercised our option to acquire a 35 percent ownership interest in Enbridge Inc.’s SAX pipeline
through our investment in Illinois Extension Pipeline. The SAX pipeline will run from from Flanagan, lllinois to Patoka,
lllinois and is targeted to be operational in mid 2015. We agreed to fund 35 percent of the estimated $850 million
construction costs for the SAX pipeline project, of which approximately $295 million is our share. In July, we made an
initial contribution of $69 million to fund our portion of the construction costs for the project.

Table of Contents

The following table provides sensitivities showing the estimated change in annual net income due to potential
changes in market conditions.

(In mllions,

after-tax)

LLS 6-3-2-1 crack spread sensitivity(a) (per $1.00/barrel change) $ 450
Sneet/sour differential sensitivity(b) (per $1.00/barrel change) 200
LLS W1 differential sensitivity(c) (per $1.00/barrel change) 85
Natural gas price sensitivity (per $1.00/million British thernal unit

change) 125

(a) Weighted 38% Chicago and 62% USGC LLS 6-3-2-1 crack spreads and assumes all other differentials and
pricing relationships remain unchanged.
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(b) LLS (prompt) - [delivered cost of sour crude oil: Arab Light, Kuwait, Maya, Western Canadian Select and Mars].
(c) Assumes 20% of crude oil throughput volumes are WTI-based domestic crude oil.

In addition to the market changes indicated by the crack spreads, the sweet/sour differential and the discount of WTI
to LLS, our Refining & Marketing gross margin is impacted by factors such as:

our refinery yields;

the selling prices realized for refined products;

the impact of commodity derivative instruments used to hedge price risk; and

the cost of products purchased for resale.

Refining & Marketing segment income from operations is also affected by changes in refinery direct operating costs,
which include turnaround and major maintenance, depreciation and amortization and other manufacturing expenses.
Changes in manufacturing costs are primarily driven by the cost of energy used by our refineries, including purchased
natural gas, and the level of maintenance costs. Planned major maintenance activities, or turnarounds, requiring
temporary shutdown of certain refinery operating units, are periodically performed at each refinery. We had
significant planned turnaround and major maintenance activities at our Catlettsburg, Kentucky; Galveston Bay, Texas;
Garyville, Louisiana and Robinson, lllinois refineries during the first six months of 2014 compared to activities at our
Catlettsburg, Garyville and Galveston Bay refineries during the first six months of 2013.

Table of Contents

Results of (perations
Qonsol i dated Results of Qperations

Three Months Ended S x Mnths Ended
June 30, June 30,
(I'n mllions) 2014 2013 Vari ance 2014 2013 Vari ance

Revenues and ot her i ncone:
Sales and other operating revenues
(including consuner excise taxes) $ 26,844 $ 25,677 $ 1,167 $ 50, 129 $ 49, 007 $ 1,122

Incone fromequity nethod i nvest nents 57 7 50 92 7 85
Net gain on disposal of assets 11 1 10 12 2 10
QG her i ncone 21 18 3 45 32 13
Total revenues and other incone 26,933 25,703 1,230 50, 278 49, 048 1,230

Qosts and expenses:
Qost of revenues (excludes itens

bel ow) 23, 096 22,320 776 43, 636 42,354 1,282
Purchases fromrel ated parties 130 79 51 289 151 138
Qonsurner exci se taxes 1,599 1,596 3 3,114 3,054 60
Depreci ation and anortization 325 302 23 645 589 56
Selling, general and adnministrative

expenses 316 358 (42) 662 607 55
Qher taxes 98 88 10 202 177 25
Total costs and expenses 25, 564 24,743 821 48, 548 46, 932 1,616

I ncone from operations 1,369 960 409 1,730 2,116 (386 )
Net interest and other financial

i ncone (costs) (48) (45) (3) (94) (93) (1)
I ncone before incone taxes 1,321 915 406 1, 636 2,023 (387)
Provi sion for incone taxes 457 316 141 565 694 (129 )
Net i ncone 864 599 265 1,071 1,329 (258 )
Less net incone attributable to

noncontrol ling interests 9 6 3 17 11 6
Net incone attributable to MPC $ 855 $ 593 $ 262 $ 1,054 $ 1,318 $ (264)

Net income attributable to MPC increased $262 million in the second quarter and decreased $264 million in the first
six months of 2014 compared to the same periods of 2013, primarily due to our Refining & Marketing segment
income from operations, which increased $357 million in the second quarter and decreased $386 million in the first
six months. The increase in Refining & Marketing segment income from operations in the second quarter was
primarily due to more favorable net product price realizations and a higher USGC crack spread, partially offset by a
narrower LLS-WTI crude oil differential and a lower Chicago crack spread. The decrease in Refining & Marketing
segment income from operations in the first six months was primarily due to an increase in refinery direct operating
costs, a narrower LLS-WTI crude oil differential and a lower sweet/sour crude oil differential, partially offset by more
favorable net product price realizations and a higher USGC crack spread.

Table of Contents

Centennial experienced a significant reduction in shipment volumes in the second half of 2011 that has continued
through the first six months of 2014. At June 30, 2014, Centennial was not shipping product. As a result, we
continued to evaluate the carrying value of our equity investment in Centennial. We concluded that no impairment
was required given our assessment of its fair value based on market participant assumptions for various potential
uses and future cash flows of Centennial's assets. If current business conditions remain unchanged and the owners Page 3
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of Centennial are unable to find an alternative use for the assets, there could be a future impairment of our
Centennial interest. As of June 30, 2014, our equity investment in Centennial was $35 million and we had a $40
million guarantee associated with 50 percent of Centennial's outstanding debt. See Note 20 to the unaudited
consolidated financial statements for additional information on the debt guarantee.

increases in refinery direct operating costs, including costs associated with significant turnaround activity at the
Galveston Bay refinery, of $153 million, or $1.03 per barrel of total refinery throughput, for the . . .

Aug 04, 2014

(c) 1995-2014 Cybernet Data Systems, Inc. All Rights Reserved
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100 0V T 1
JESSE WHITE
SECRETARY OF STATE

LLC FILE DETAIL REPORT

Entity Name ILLINOIS EXTENSION PIPELINE File Number 02090023
COMPANY, L.L.C.

Status ACTIVE On 12/16/2013

Entity Type LLC Type of LLC Foreign

File Date 01/31/2007 Jurisdiction DE

Agent Name C T CORPORATION SYSTEM Agent Change Date 01/31/2007

Agent Street Address 208 SO LASALLE ST, SUITE 814 Principal Office 1100 LOUISIANA ST., SUITE 3300

HOUSTON, TX 770025216

Agent City CHICAGO Management Type MBR View
Agent Zip 60604 Duration PERPETUAL
Annual Report Filing 12/16/2013 For Year 2014

Date

Old LLC Name 07/16/2014 - ENBRIDGE PIPELINES (ILLINOIS) L.L.C.

Series Name NOT AUTHORIZED TO ESTABLISH SERIES
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144 FERC 1 61,085 Attachment 5
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Jon Wellinghoff, Chairman;
Philip D. Moeller, John R. Norris,
Cheryl A. LaFleur, and Tony Clark.

Enbridge Pipelines (Illinois) LLC Docket No. OR13-19-000

ORDER ON PETITION FOR DECLARATORY ORDER
(Issued July 31, 2013)

1. On May 2, 2013, Enbridge Pipelines (lllinois) LLC (Enbridge Illinois) filed a
Petition for Declaratory Order (Petition). Enbridge states that approval of the Petition
will support its proposed Southern Access Extension Project (Project), which will provide
new pipeline capacity to transport crude petroleum from Flanagan, Illinois, to the pipeline
hub at Patoka, Illinois. Enbridge Illinois explains that the Project involves construction
of a new 165-mile pipeline at an estimated cost of $720 million. Enbridge Illinois seeks
Commission action on the Petition by July 31, 2013, to permit timely completion of the
Project.

2. As discussed below, the Commission grants the Petition.

Background

3. Enbridge Illinois states that the Project is expected to commence service in the
second quarter of 2015. According to Enbridge Illinois, the Project currently is sized as a
24-inch pipeline that will provide up to 300,000 barrels per day (bpd) of capacity for
crude oil transportation. Emphasizing that the Project involves a substantial capital
investment, Enbridge Illinois explains that it conducted a widely-publicized open season
from December 12, 2012, to January 18, 2013, seeking term and volume commitments
from shippers in return for priority service at a premium rate. Enbridge Illinois also
states that it intends to conduct an additional open season,* and depending on the results
of the additional open season, Enbridge Illinois states that it may increase the size of the
pipeline to 30 or 36 inches. Enbridge Illinois adds that up to 90 percent of the capacity
will be available for committed volumes, while at least 10 percent will be reserved for
uncommitted volumes.

! Enbridge Illinois conducted the additional open season from June 5 to July 19,
2013. See
http://www.enbridge.com/MediaCentre/News.aspx?yearTab=en2013&id=1728157.
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Docket No. OR13-19-000 -2-

4, Enbridge Illinois states that the tariff structure for the Project provides separate
rates for committed and uncommitted shippers, and various commitment levels.
Enbridge Illinois further states that at each volume level, committed shippers will pay a
premium rate that is at least $0.01 more than the rate applicable to comparable
uncommitted volumes moving from the same receipt point to the same destination point
as the committed volumes.

5. Enbridge Illinois asks the Commission to confirm that:

a. for the terms of their Transportation Service Agreements (TSA), the
committed shippers will pay the rates calculated under the TSAs
applicable to the open season in which they participated;

b. Enbridge Illinois can provide up to 90 percent of the capacity created by
the Project as priority committed capacity at a premium rate for the
committed shippers that signed TSAs during one of the open seasons;

C. Enbridge Illinois can implement a tariff rate structure for both
committed and uncommitted shippers that includes a base rate and a
separate power charge that will be trued up to actual power costs at the
end of each calendar year; and

d. Enbridge Illinois can implement a lottery provision for allocation of
uncommitted space to prevent any uncommitted shipper’s allocation
from falling below the minimum batch size during periods of
prorationing.

Description of the Filing?

6. Enbridge Illinois states that the Project will provide additional market access for
crude oil transported from both Canada and the Bakken Region of the U.S. on the
Enbridge Energy Partners, L.P. Mainline System (Enbridge Mainline), thereby affording
shippers access to refineries seeking light crude oil that are served by pipelines
originating at Patoka. Enbridge Illinois explains that North Dakota Bakken oil
production rose from approximately 100,000 bpd in 2006 to approximately 770,000 bpd
annualized in 2012. Enbridge Illinois adds that North Dakota officials forecast that
production may reach 850,000 bpd by early 2014. Enbridge Illinois emphasizes that the
Project is intended to address in part the rapidly growing production in the Bakken region
and the critical need for new infrastructure to link that region to refinery markets.
Enbridge Illinois maintains that the expanded capacity linking production in the north to

2 Throughout the Petition, Enbridge Illinois relies on additional details contained
in the Affidavit of Sheldon Bueckert attached to the Petition.
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Docket No. OR13-19-000 -3-

refineries served through Patoka will provide a long-term, stable, and reliable source of
energy, which will enhance our nation’s energy security and independence.

7. Enbridge Illinois states that notice of the first open season was provided to all
approved shippers on the Enbridge Mainline, with additional notice provided by press
releases and published in at least 10 trade and general circulation print and online
publications. According to Enbridge Illinois, 14 interested parties participated in the first
open season, signed confidentiality agreements, and received copies of the TSA.

8. Enbridge Illinois asserts that the Project will require a large capital investment;
therefore, the success of the Project depends on the support of committed shippers that
make long-term ship-or-pay commitments at premium rates. Enbridge Illinois
acknowledges that such shippers need assurance that they will be able to transport their
volumes during the terms of their TSAs and that as much as 90 percent of the Project’s
total capacity will be available to them. Further, states Enbridge Illinois, subject to
Commission approval in this proceeding, these shippers’ committed volumes will not be
subject to prorationing under ordinary operating conditions.

9. Additionally, Enbridge Illinois points out that the base committed rates are subject
to adjustment if the actual costs of constructing the Project exceed the estimate.

Enbridge Illinois explains that the TSA permits it to adjust the committed shippers’ rates
annually as of July 1, commencing the year following the in-service date, in accordance
with the Commission’s annual index determination.® Enbridge Illinois also states that,
should the Commission’s indexing requirement terminate during the term of the TSAs,
the adjustment will be based on the annual Producer Price Index published in the
immediately preceding May, plus two percent. Enbridge Illinois adds that it will adjust
the uncommitted base rate annually using the Commission’s oil pipeline index.

10.  Enbridge Illinois next states that it will impose a separate power cost charge on
both committed and uncommitted volumes, regardless of volume level. Enbridge Illinois
explains that this charge will be determined at the beginning of each year on the basis

of estimated power costs and throughput volumes, and it will true-up these costs to

actual power costs and throughput volumes at the end of the year. According to
Enbridge Illinois, any difference from the forecasted costs and throughput volumes will
be factored into the following year’s power cost charge. Enbridge Illinois states that, in
the final year of any committed shipper’s contract term, any difference determined by the
true-up will be reflected as either an invoice or a refund that will be issued to the
committed shipper. Further, states Enbridge Illinois, if at any point during a year, actual
power costs vary from the forecasted costs by more than 10 percent, it may make an
interim power charge adjustment to mitigate the amount of any over- or under-recovery
at the end of the year.

® Enbridge Illinois cites 18 C.F.R. § 342.3 (2012).

Kraft ICC Testimony Page 25 Page 3



Docket No. OR13-19-000 -4 -

11.  Enbridge Illinois states that it also plans to include a per-barrel heavy crude
surcharge of 22 percent of the base tariff rates for committed and uncommitted shippers
on all actual shipments of heavy crude. Enbridge Illinois asserts that this is similar to rate
structures of other pipelines, including the Enbridge Mainline.”

12.  Finally, Enbridge Illinois states that another feature of the TSA it offered is a
lottery mechanism to allocate capacity in the event that pro rata apportionment results in
no uncommitted shipper being allocated the minimum volume of 50,000 barrels.
According to Enbridge Illinois, in a month in which this occurs, the lottery process will
utilize random number generating software to assign each uncommitted shipper a random
number. Enbridge Illinois explains that the minimum volume allocation will be assigned
to uncommitted shippers sequentially, starting with the shipper that received the lowest
number in the random assignment process until the available capacity is fully allocated.
Enbridge Illinois adds that this process will ensure that pro rata allocations do not
become so fractional that each shipper effectively receives zero capacity.

13.  Enbridge Illinois emphasizes that the Commission has approved a variety of
methods for allocating capacity during times of excess demand, stating that “pipelines
should have some latitude in crafting allocation methods to meet circumstances specific
to their operations.”® For example, continues Enbridge Illinois, the Commission has
upheld an array of history-based apportionment methods as the basis for allocating
capacity.® Citing certain features of its proposed rate design (uncommitted rates that are
$0.01 lower than committed rates, premium rates for committed shippers in exchange for
guaranteed capacity rights), Enbridge Illinois maintains that the Commission has

* Enbridge Illinois cites Express Pipeline P’ship, 76 FERC { 61,245 at 62,257
(1996) (accepting the proposed rate differential between light, medium, and heavy grades
of crude oil as just and reasonable); TransCanada Keystone Pipeline, L.P., 125 FERC
161,025, at PP 10, 22 (2008) (TransCanada Keystone) (approving a request to charge
committed shippers a variable rate for transportation of light crude oil set at 70 percent of
the rate for higher density heavy crude oil); Shell Pipeline Co., LP, 141 FERC 1 61,017
(2012) (accepting viscosity surcharge provision, which imposed higher rates for
transportation of crude oil that exceeded a certain viscosity level).

> Enbridge Illinois cites Mid-America Pipeline Co., LLC, 106 § 61,094, at 61,336
(2004) (citing SFPP, L.P., 86 FERC {61,022, at 61,115 (1999) and Total Petroleum Inc.
v. Citgo Products Pipeline, Inc., 76 FERC 1 61,164, at 61,947 (1996)).

® Enbridge Illinois cites, e.g., Bridger Pipeline, LLC, 123 FERC { 61,081 (2008);
ConocoPhillips Transp. Alaska, Inc., 112 FERC { 61,213 (2005).

Kraft ICC Testimony Page 26 Page 4



Docket No. OR13-19-000 -5-

approved requests for priority service on terms directly comparable to those it proposes in
the Petition.’

14.  Similarly, continues Enbridge Illinois, the Commission has approved other
requests to offer priority service to shippers that entered into long-term volume
commitments in support of similar projects, while also preserving access for
uncommitted shippers.® Enbridge Illinois points out that the Commission recognized the
importance of committed shippers to the pipeline’s capital financing, distinguishing those
shippers from uncommitted shippers, which are not required to ship or pay each month.®

15.  Enbridge Illinois contends that its proposal is consistent with Commission
precedent in reserving 90 percent of capacity for committed volumes, while ensuring that
uncommitted volumes have access to 10 percent of the capacity. Enbridge Illinois points
out that the Commission has not established a minimum percentage of capacity that must
be set aside for uncommitted shippers, but asserts that the Commission has indicated that
a reservation of 10 percent of capacity for uncommitted shippers is sufficient to provide
reasonable access.™’

16.  According to Enbridge Illinois, its proposed power cost charge also is consistent
with Commission precedent. Enbridge Illinois explains that the Commission has
permitted pipelines to track changes in cost items, provided that they include true-up
mechanisms to guarantee that changes are tracked accurately.'* Finally, Enbridge llinois
asserts that its proposed lottery provision is consistent with Commission precedent.*?

! Enbridge Illinois cites Shell Pipeline Co., LP, 139 FERC 1 61,228 (2012);
Kinder Morgan Pony Express Pipeline LLC, 141 FERC 1 61,180, at P 22 (2012);
Enbridge Energy Co., 110 FERC { 61,211, at P 36 (2005).

® Enbridge Illinois cites CCPS Transp., LLC, 121 FERC { 61,253 (2007) (CCPS
Transp).

% Enbridge Illinois cites CCPS Transp., 121 FERC { 61,253, at P 19 (2007). See
also Sunoco Pipeline, LP, 139 FERC 1 61,259, at P 13 (2012) (Sunoco).

19 Enbridge Illinois cites Sunoco, 139 FERC { 61,259, at PP 9, 14 (2012).

1 Enbridge Illinois cites, e.g., ANR Pipeline Co., 110 FERC { 61,069, at P 26
(2005); Colorado Interstate Gas Co., 115 FERC { 61,322 (2006); Wyoming Interstate
Company Ltd., 122 FERC 1 61,303 (2008); El Paso Natural Gas Co., 114 FERC
161,305, at PP 207-208 (2006); TransCanada Keystone, 125 FERC { 61,025, at 61,075
(2008).

12 Enbridge Illinois cites, e.g., Seaway Crude Pipeline Co. LLC, 143 FERC
161,036 (2013); Enbridge Pipeline (North Dakota) LLC, 140 FERC 61,193 (2012);
CCPS Transp. LLC, 139 FERC 1 61,125, at P 15 (2012).
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Public Notice, Interventions, and Protests

17.  Notice of the filing was issued May 7, 2013, with interventions and protests due
on June 3, 2013. Pursuant to Rule 214 of the Commission’s regulations,™ all timely-filed
motions to intervene and any unopposed motion to intervene out-of-time filed before the
issuance date of this order are granted. Granting late intervention at this stage of the
proceeding will not delay or disrupt the proceeding or place additional burdens on
existing parties.

18.  Flint Hills Resources Canada, LP (Flint Hills) filed a motion to intervene and a
conditional protest. BP Products North America Inc. and BP Canada Energy Group ULC
(together, BP) filed a motion to intervene and a limited protest. BP subsequently
withdrew its limited protest. Marathon Petroleum Company LP (Marathon) filed a
motion to intervene out of time and comments. The Canadian Association of Petroleum
Producers also filed a motion to intervene out of time.

19.  Marathon states that Enbridge Illinois’ Petition does not request any changes to the
tariff for the Enbridge Mainline. Marathon adds that the Commission’s order in this
proceeding should not trigger changes to the Enbridge Mainline tariff,

20.  Flint Hills states that it does not oppose construction of the Project or the proposed
tariff reserving 90 percent of the capacity to be sold at premium rates to committed
shippers. Flint Hills states that its non-opposition to such proposals is subject to the
understanding and condition that the implementation of the proposed tariff structure and
the underlying shipper commitments will not adversely affect service on the Enbridge
Mainline as the result of a mismatch of capacity and resulting prorationing on the
Enbridge Mainline. Flint Hills maintains that such impacts could be exacerbated by
providing preferential access to Enbridge Mainline shippers with downstream delivery
points. Absent review of the precedent agreements executed with committed shippers,
Flint Hills contends that it is impossible to determine at this stage whether Enbridge
Illinois has promised such shippers preferential access to Enbridge Mainline capacity.
Flint Hills adds that its concern stems from an existing mismatch of Enbridge Mainline
capacity with downstream expansion projects and Enbridge Energy Limited Partnership’s
related proposal in Docket No. 1S13-17-000 to eliminate the historical-based cap on
nominations, a proposal that Flint Hills believes to be driven by Enbridge Illinois’
incentive to free up mainline capacity for long-haul movements by committed shippers
with delivery points on downstream expansion projects.**

21.  Enbridge Illinois filed reply comments, contending that Flint Hills has not raised
any issues related to the limited relief that Enbridge Illinois seeks in the Petition, instead

318 C.F.R. § 385.214 (2012)
14 See Enbridge Energy, Limited P’ship, 144 FERC { 61,035 (2013).
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presenting unsupported concerns regarding service and rates on the Enbridge Mainline.
In addition to the fact that Flint Hills’ concerns are unrelated to the Petition at issue here,
Enbridge Illinois argues that such concerns are speculative and premature at this time.
Enbridge Illinois emphasizes that Marathon noted in its comments that the Petition does
not request any changes to the tariff of the Enbridge Mainline, and thus, aside from
clarifying that the Enbridge Mainline tariff is not at issue here, any further discussion
with respect to the Enbridge Mainline is not properly at issue here.

22.  Enbridge Illinois states that Flint Hills’ protest focuses on the question of whether
Enbridge Illinois promised committed shippers on the Project that they would have
preferential access to service on the Enbridge Mainline as the result of signing a TSA.
Enbridge Illinois denies that this is the case, maintaining that the TSAs offered in the
open seasons for this Project do not provide any priority or preferential access to capacity
on the Enbridge Mainline.

Commission Analysis

23.  The Commission will grant the Petition. The proposed terms of service and rate
structure for committed and uncommitted shippers are permissible under the ICA and are
consistent with applicable Commission policy and precedent regarding priority service
terms and rates that can be offered to shippers that commit volumes through an open
season to support a new infrastructure project. Since its decision in Express Pipeline
P’ship,™ the Commission has recognized that shippers making longer-term commitments
incur costs and liabilities and undertake risks that make them not similarly situated with
shippers that are unwilling or unable to do so.

24.  To minimize the risk that the Project will not move forward, and to provide
financial assurance to Enbridge Illinois, the TSAs require shippers to commit to ship-or-
pay contracts at premium rates for initial 10 or 15-year terms. In exchange for these
commitments, Enbridge Illinois will reserve 90 percent of the capacity for those shippers
and will assure such shippers that it will not prorate their committed volumes.
Additionally, Enbridge Illinois will provide an appropriate amount of capacity (10
percent) for uncommitted shippers that do not provide the financial assurances that the
committed shippers provide. Enbridge Illinois plans to implement a lottery provision for
allocation of uncommitted capacity, which is similar to lottery mechanisms previously
approved, to prevent any uncommitted shipper’s allocation from falling below the
minimum batch size during the period of prorationing. In addition, Enbridge Illinois’
first open season appropriately gave all potential shippers the opportunity to become
committed shippers by entering into TSAs. With its second open season, Enbridge
[llinois again offered an opportunity for shippers to become committed shippers.

> 75 FERC 1 61,303 (1996).
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25.  The Commission also finds that Enbridge Illinois has sufficiently addressed the
concerns raised by Flint Hills. Accordingly, based on the facts stated in the Petition, the
Commission finds that Enbridge Illinois’ proposed rate structure and terms and
conditions of service are just and reasonable and not unduly discriminatory, and the
Commission grants the requested approvals sought in the Petition. However, Enbridge
Illinois must file tariffs pursuant to the applicable provisions of Part 342 and other
relevant sections of the Commission’s Rules and Regulations when it proposes the actual
rates to implement the general methodological framework described in the Petition and
approved by this order.

The Commission orders:

The Petition is granted, as discussed in the body of this order.
By the Commission.

(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary.
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Chicaao Tribune

UPDATE 2-Marathon Petroleum eyes cheap US domestic crude
January 30, 2013|Reuters
By Selam Gebrekidan

Jan 30 (Reuters) - Marathon Petroleum said on Wednesday a series of projects will improve its
access to cheap domestic crude and boost its U.S. refinery profits as it seeks to benefit from the
nation's energy boom.

The company plans to ship more crude form North Dakota's Bakken shale and Canadian tar
sands to its Midwest plants and outfit its Ohio and Kentucky facilities to process increasing
volumes of Utica condensate. It also hopes to take advantage of increasing Eagle Ford shale and
Permian basin crude supplies at its Gulf Coast refineries. Output from these shale prospects has
jumped in the last few years, with the Bakken and Eagle Ford alone accounting for more
than a million barrels-per-day of US production in November, data from state regulators show.

Marathon President and Chief Executive Gary Heminger said he expects shale oil supplies to
the Gulf Coast will grow in the coming months and keep a lid on the price of U.S. light crude
oil. This is a boon for his company, which operates the 490,000 barrels-per-day Garyville
refinery in Louisiana and will complete its $2.5 billion purchase of BP's Texas City, Texas
plant on Friday.

Still, Heminger said, Marathon will continue to processforeign crude at its Gulf Coast refineries.
He declined tospecify the type of crude oil the company intends to import."We do not expect to
see any material change to the foreign barrels that we're bringing into our system today,"
Heminger added.

Earlier, Mike Palmer, Marathon's vice president and head of supply, distribution and planning,
had said that there will be no "material volume of foreign cargo sweet crude left in the Gulf"
this year. Findlay, Ohio-based Marathon imports about 25 percent of the total crude oil it
processes at its U.S. refineries. The firm has also taken advantage of cheap inland crude, which
helped it beat Wall Street estimates and secure fourth-quarter profits to the tune of $755
million.

Companies like Valero Energy Corp and Phillips 66 have already replaced sweet crude imports
to their Gulf Coast refineries with so-called advantaged crudes.

MIDWEST PLANS

Marathon will be the anchor shipper on Enbridge Inc's proposed Southern Access Extension,
which will transport crude oil from Flanagan, Illinois, near Chicago to Patoka, Illinois, a crude
storage and blending hub.

1 http://articles.chicagotribune.com/2013-01-30/news/sns-rt-
marathonpetroleum-results-update-211n0aza2y-
20130130_1 crude-eagle-ford-gulf-coast-refineries
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Enbridge advances Bakken-targeted
LOMA program

HOUSTON, Dec. 7

12/07/2012

By Christopher E. Smith

OGJ Technology Editor-Pipelines/Midstream

Enbridge Inc. has received sufficient shipper support to advance its Light Oil Market Access Program. The program will
deliver an additional 400,000 b/d of light crude to refiners in Ontario, Quebec, and the US Midwest via:

« Increased pipeline capacity on Enbridge’s North Dakota regional system.
« Further expansion of its US mainline system.

« Upgrades to its Canadian mainline terminals.

« An expanded Eastern Access Program.

Production from the Bakken formation centered in North Dakota has risen from 200,000 b/d to 700,000 b/d in the past 5
years, Enbridge said, “with potential to expand to 1.2 million b/d or more in the next 5 years, if transportation access to
refinery markets is available.” Enbridge also expects additional growth in light crude production of 100,000 b/d or more
from applying the latest recovery technologies to the Cardium and Viking formations in Alberta.

Individual projects within the $6.2-billion program will enter service at varying dates from 2014 to early 2016 pending
regulatory approvals, Enbridge said.

Enbridge will expand the Bakken takeaway capacity of its North Dakota System (Sandpiper) by 225,000 b/d to a total of
580,000 b/d, with a target in service date of early 2016. The expansion will involve building a 965-km, 24-in. OD line
from Beaver Lodge, ND, to the Superior, Wisc., terminal. The new line will twin Sandpiper’s existing 210,000-b/d North
Dakota System mainline, adding 225,000 b/d between Beaver Lodge and its Clearbrook, Minn., and 375,000 b/d
between Clearbrook and Superior. Enbridge estimates the cost of this expansion at $2.5 billion.

Enbridge announced earlier this year that it had secured sufficient commercial support to advance additional aspects of
its Eastern Access Program, including full reversal of Line 9 to ship Bakken and western Canadian crude to refineries in
Ontario and Quebec. A subsequent open season yielded additional commitments requiring an 80,000-b/d capacity
increase of capacity in Ontario and Quebec. The Eastern Access Program also includes US mainline system
expansions between Griffith, Ind., and the US-Canada border near Sarnia, Ont. Enbridge estimates total Eastern
Access Program cost at $3.2 billion including the $200 million Toledo Pipeline expansion.

Enbridge will build its 265-km, 24-in. OD Southern Access Extension Pipeline from Flanagan to Patoka, Ill., at an
estimated cost of $800 million with a target in service date of first-quarter 2015. Initial capacity on the line will be
300,000 b/d. Marathon Petroleum Co. LP has contracted capacity on the line to supply its PADD Il refineries.

The terms of the Marathon contract provide sufficient commercial support to the project, but Engridge will hold an open
season to provide other potential shippers with an opportunity to secure capacity. Enbridge could increase its capacity
if demand warrants through additional horsepower or increasing OD to 30-in. Marathon will have an option to take up to
a 25% interest in the pipeline.

Increased availability of western light oil supplies, and attractive pricing relative to US Gulf Coast-sourced supply, has
prompted Chicago-area refineries to shift to western Canada and North Dakota as their primary light oil supply source,
Enbridge said in detailing expansion plans for its US mainline Lakehead System between Flanagan, lll., and Griffith,
Ind. Enbridge will build a 122-km, up to 36-in. OD twin of the existing Line 62, with initial capacity of 570,000 b/d. The
company estimates cost of this expansion at $500 million, with a target in-service date of mid-2015. Over the same
timeframe Enbridge will also expand capacity of its 42-in. OD Line 61 from Superior to Flanagan to its full 1.2-mil b/d at
a cost of $1.3 billion.

Enbridge plans to expand its Canadian mainline terminals to accommodate the additional light oil volumes and enhance
flexibility.

Contact Christopher E. Smith at chriss@ogjonline.com.
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