
Organic Growth Projects 
The thrust of the Company's strategy is growth through internally developed organic projects. The Company is advancing 
the development of a number of organic growth projects, same of which are summarized below and would support annual 
organic growth rates averaging 6% to 9% over the next five years. Enbridge will continue to pursue acquisitions that are 
accretive to earnings, on an opportunistic basis, as a supplementaly source of growth 

Project Estimated Expected Date 
(Canedm dollam unless omelwlse noted) Capltal Cost of Completion 

Liquids Pipelines 
Southern Access - Canadian portion 
Alberta Clipper - Canadian portion 
Spearhead Pipeline Expansion 
Line 4 Extension 
Waupisoo Oil Pipeline 
Athabasca Pipeline Expansions and Laterals 
New Upstream Pipeline Opportunities 
Southern Access Extension 
US. Gulf Coast Initiatives 
Eastern PADD II/Canada Initiatives 
Gateway Condensate Import 
Gateway Petroleum Export 
Southern Lights Pipeline 
Upstream Contract Terminalling 
Downstream Contract Terminalling 
Common Carrier Terminalling 

$0.2 billion 
$1.5 billion (2006 dollars) 
$0.1 billion 
$0.3 billion 
50.5 billion 
$0.2 billion 
See project description 
US50.4 billion 
See project description 
See project description 
See project description 
See project description 
US51.3 billion 
$0.6 billion 
US50.2 billion 
$0.1 billion 

2006-2009, in steges 
Late 2009 or 201 0 
2009 
Late 2008 
Mid 2008 
Early 2007 
2010-2012 
2009 
2010-2011 
2010-2011 
2012-2014 
2012-2014 
Mid 2010 
2007-2009 
2007-2008 
2008 

Sponsored Investments (EEP) 
Project Clarity - East Texas US$0.6 billion 2007 in stages 

Southern Access - U.S. portion US51.3 billion 2008-2009 in stages 
Various Gas Plants - Texas US50.1 billion 2007-2008 

Alberta Clipper - US.  portion US$0.8 billion 201 0 

Common Carrier Terminalling US$O.l billion 2008 
Downstream Contract Terminalling US$O.l billlon 2007-2008 

Gas Plpelines 
End of 2007 Neptune Offshore Laterals US$O.l billion 

Vector Pipeline Expansion US50.1 billion Late 2007 

Gas Distributlon and Services 
EGD Customer Additions & System Integrity $1.5 billion 2007-201 1 
Ontario Wind Project $0.5 billion Late 2006 
Rabaska LNG Facility $0.3 billion by Enbridge 201 0-2011 

Risks related to the development and completion of organic growth projects are described under "Risk ManagemenP. 

Descriptions of each project are included in the strategy section of each core business. I 





Strategy 
Enbridge has four key strategies to generate superior shareholder value. 

1. Expand Existing Core Businesses 
The Company will expand its core asset platforms and existing businesses. Strategies for each core business are included 
in the sections below. The primary goal of this strategy will be organic growth initiatives that leverage advantages from 
existing assets and expand sewice into new markets. 

2. Focus on Operational Excellence and People 
Enbridge will continue its focus on operational excellence, including cost efficiency, safety and reliability, customer 
relationships, protection of the environmental, innovation and effective stakeholder relations. Enbridge will also focus on 
managing human capital constraints resulting from the opportunities and growth in the energy industry. 

To successfully pursue these strategies, the Company must mitigate certain business risks. These risks, and the Company's 
strategies for managing them, are described under "Risk Management". 

3. Capitalize on the Partnershipnrust Model 
Enbridge owns investments in and manages Enbridge Income Fund (EIF) and EEP, which will develop or acquire energy 
infrastructure assets in North America and optimize the returns on assets they currently own. 

4. Develop New Growth Platforms 
Enbridge believes it is also important to develop new growth platforms that complement the existing core asset base. 
Initiatives include liquefied natural gas (LNG) regasification, power generation and new energy technologies. 

Dividends 
The Company's dividend payout ratio reflects a strong and stable long-term outlook for the business. Balancing 
shareholders' preference for income and its own need for capital, the Company targets to pay out approximately 60% to 
70% of adjusted operating earnings as dividends. The following chart shows dividends per share for the last 10 years and 
estimated dividends for 2007, based on the quarterly dividend of $0.3075 per common share declared by the Board of 
Directors on January 16, 2007. 

Dividends per Common Share 
(dollars per share) 
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Corporate Social Responsibility 
Enbridge defines Corporate Social Responsibility (CSR) as conducting business in a socially responsible and ethical way, 
protecting the environment and health and safety of people, supporting human rights and engaging, respecting and 
supporting the communities and cultures with which the Company works. 

A comprehensive system of stewardship and accountability is in place and functioning among Directors, management and 
employees. Examples include compliance with Sarbanes-Oxley requirements and the Canadian equivalent rules, internal 
and external audits of operations throughout the Company, employee compliance with Enbridge's Statement of Business 
Conduct and a majority of independent Directors on the Company's Board as well as plain and open communication with 
stakeholders. 

Environmental initiatives include pursuing alternative and renewable energy technologies such as wind power, preventing 
pipeline leaks by conducting on-going inspection and maintenance programs as part of the comprehensive integrity 
management of pipelines and facilities, and the development of a strategy to reduce greenhouse gas emissions. This 
strategy involves initiatives such as improving the energy efficiency of pipelines, encouraging the efficient use of natural gas 
by customers and replacing older cast iron pipe with new polyethylene mains at EGD. Enbridge engages employees on 
health and safety issues through training, communication programs and the establishment of local and regional 
environmental, health and safety committees. 

Stakeholder relations involve developing positive relationships with government agencies, environmental groups, 
landowners, business partners and local communities. Initiatives include early-stage project consultation with a variety of 
stakeholders on organic growth projects and public awareness programs on pipeline safety. 

Enbridge supports universal human rights and reinforces this with comprehensive policies and practices addressing human 
rights. For example, Enbridge was one of the first Canadian companies to adopt the Voluntary Principles on Security and 
Human Rights, which stress the importance of promoting and protecting human rights throughout the world and the 
constructive role business can play in advancing these goals. 

Enbridge makes voluntary contributions to charitable organizations in the areas of: education, health, environment, social 
services, arts and culture, civic leadership and volunteer resources in order to contribute to the economic and social 
development of communities where Enbridge employees live and work. 

While Enbridge is focused on generating long-term value for investors, Corporate Social Responsibility defines the 
Company's commitment to achieving and sustaining that objective in a socially and environmentally responsible way. 

Core Businesses 
The Company's activities are carried out through five business units: 

I Liquids Pipelines, which includes the operation of the Enbridge crude oil mainline system and feeder pipelines that 

I Gas Pipelines, which consists of the Company's interests in natural gas pipelines including Alliance Pipeline US, Vector 

I Sponsored Investments, which includes investments in EIF and EEP, both managed by Enbridge; 
I Gas Distribution and Services, which consists of gas utility operations which serve residential, commercial, industrial 

and transportation customers, primarily in central and eastern Ontario, the most significant being Enbridge Gas 
Distribution. It also includes natural gas distribution activities in Quebec, New Brunswick and New York State, the 
Company's investment in Aux Sable, a natural gas fractionation and extraction business, and the Company's commodity 
marketing businesses; and 

transport crude oil and other liquid hydrocarbons; 

Pipeline and Enbridge Offshore Pipelines; 

I International, which includes the Company's two energy-delivery investments outside of North America. 



L I Q U I D S  P I P E L I N E S  

Liquids Pipelines consists of crude oil, natural gas liquids and refined products pipelines in Canada and the United States. 

Earnings 
(miilions of Canadian dollm) 

Enbridge System 
Athabasca System 
Spearhead Pipeline 
Olympic Pipeline 

2006 2005 2004 
202.3 170.1 171.6 

(1.1) (0.4) 

Feeder Pipelines and Other 6.3 1 11.5 5.9 
274.2 1 229.1 219.9 

Liquids Pipelines earnings were $274.2 million in 2006 compared with $229.1 million in 2005. The increase resulted from 
strong results from the Enbridge System, the commencement of operations of the Spearhead Pipeline and the acquisition 
of the Olympic Pipeline. 

Earnings from Liquids Pipelines were $229.1 million for the year ended December 31,2005, an increase of $9.2 million from 
2004. The increase was due to higher Athabasca System earnings, consistent with the take or pay agreement with the 
major shipper, and improved earnings from Feeder Pipelines and Other, primarily Frontier Pipeline, which paid Federal 
Energy Regulatory Commission (FERC) ordered reparations in 2004. 

Revenues in the Liquids Pipelines segment increased to $1,048.1 million in the year ended December 31, 2006 from 
$861 .O million in the year ended December 31,2005. The increased revenue was due to a higher revenue requirement on 
the Enbridge System as well as the start up of Spearhead Pipeline, which commenced operations in the first quarter of 2006 
and Olympic Pipeline, which was acquired in the first quarter of 2006. 

Revenues in the Liquids Pipelines segment were $881.0 million in 2005 comparable with $872.7 million for 2004 

Enbridge System 
The mainline system is comprised of the Enbridge System and the Lakehead System (the portion of the mainline in the 
United States that is operated by Enbridge and owned by EEP). Through five adjacent pipelines, the system transports 
crude oil from Western Canada to the Midwest region of the United States and Eastern Canada and serves all of the major 
refining centers in Ontario. Enbridge has operated, and frequently expanded, the mainline system since 1949. 

Results of Operations 
Enbridge System earnings were $202.3 million for the year ended December 31,2006 compared with $170.1 million for the 
year ended December 31, 2005. This increase reflected higher earnings from a number of factors including lower oil loss 
costs, favourable ITS performance and, within Terrace, lower taxes, higher toll revenues and the impact of higher volumes 
generating surcharge revenue. 

Enbridge System earnings were $1 70.1 million forthe year ended December 31,2005 compared with $1 71.6 million forthe 
year ended December 31,2004. The $1.5 million decrease was due to a lower earnings base from the ITS component of 
Enbridge System and higher taxes within the Terrace component. The decrease was partially offset with earnings from the 
reliability and service metria under the ITS as well as savings from cost management programs. 

Incentive Tolling 
Tolls on the Enbridge System are governed by various agreements, which are subject to the approval of the National Energy 
Board (NEB). The NEBS jurisdiction over the Enbridge System includes statutory authority over matters such as 
construction, rates and ratemaking agreements and other contractual arrangements with customers. Significant agreements 
include the ITS applicable to the Enbridge mainline system (excluding Line 8 and Line 9), the Terrace agreement and the 
System Expansion Program (SEP) II Risk Sharing Agreement. Tolls on the core mainline system have been governed by 
incentive tolling settlements since 1995. 
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In 2005, Enbridge and the Canadian Association of Petroleum Producers (CAPP) approved the key terms of a new 
negotiated ITS, effective from January 1,2005 to December 31,2009. In January 2006, the NEB approved the ITS. The 
ITS continues the sharing of earnings in excess of a stipulated threshold and provides a fixed annual mainline integrity 
allowance. In addition to the incentive-based provisions in prior agreements, service and reliability metrics have been added 
to the new ITS to further align the Company's interests with its shippers. The Company has the opportunity to increase 
earnings by achieving performance targets under the new performance metric provisions. 

In conjunction with the Terrace Agreement, the new ITS continues the throughput protection provisions included in earlier 
incentive tolling arrangements, ensuring the Company is insulated from volume fluctuations beyond its control. The 
agreements govem both current and future shippers on the pipeline and establish tolls each year based on an agreed capacity 
and an allowed revenue requirement. Where actual volumes on the pipeline fall short of the agreed capacity and Enbridge 
is unable to collect its annual revenue requirement, such deficiency is rolled into the subsequent year's tolls for collection from 
toll payers at that time and a receivable is recognized. This basis may affect the timing of recognition of revenues compared 
with that otherwise expected under generally accepted accounting principles for companies that are not rate-regulated. 

Athabasca System 
The Athabasca System, a 540-kilometre (340-mile) synthetic and heavy oil pipeline, links the Athabasca oil sands in the Fort 
McMurray, Alberta region, to a pipeline transportation hub at Hardisty, Alberta. The Athabasca System also includes the 
MacKay River, Christina Lake, Surmont and Long Lake feeder lines, growing tankage fac es and the Company's interest 
in the Hardisty Caverns Limited Partnership, which provides crude oil storage services. 

Results of Operations 
Earnings for the year ended December 31, 2006 were $52.8 million, an increase of $4.2 million from 2005. Infrastructure 
additions contributed to the increase, partially offset by higher operating expenses. 

Athabasca System earnings were $48.6 million for the year ended December 31, 2005, an increase of $5.8 million from 
2004. The increase was consistent with the long-term contract with its major shipper as well as lower operating costs due 
to leak remediation costs in 2004. 

The Company has a long-term (30 year) take-or-pay contract with the major shipper on the Athabasca System, which 
commenced in 1999. Revenue is recorded based on the contract terms negotiated with the major shipper, rather than the 
cash tolls collected. The contract provides for volumes and tolls that will achieve an underpinning return on equity, based 
on an assumed debvequity ratio and level of operating costs. The committed volumes and the tolls specified in the contract 
do not generate sufficient cash revenues in the early years to compensate Enbridge for the debt and equity returns, as well 
as the cost of providing service. Therefore, Enbridge is recording a receivable in these years. This receivable is contractually 
guaranteed by the shipper and will be collected in the later years of the contract. 

Spearhead Pipeline 
The Spearhead Pipeline commenced delivery of crude oil from Chicago, Illinois to Cushing, Oklahoma in March 2006. The 
performance of the Spearhead Pipeline has continued to surpass Enbridge's expectations with fourth quarter nominations 
exceeding the pipeline's 125,OQO barrels per day (bpd) capacity. Enbridge is currently evaluating the potential to expand the 
Spearhead Pipeline. 

Olympic Pipeline 
In February 2006, Enbridge acquired a 65% interest in the Olympic Pipeline from BP Pipelines. Olympic is the largest refined 
products pipeline in the State of Washington, transporting approximately 290,000 bpd of gasoline, diesel and jet fuel. The 
pipeline system extends approximately 480 kilometres (300 miles) from Blaine, Washington to Portland, Oregon, connecting 
four Puget Sound refineries to terminals in Washington and Portland. The system consists of 640 kilometres (400 miles) of 
6 to 20 inch diameter pipe, a 500,000-barrel terminal, 9 pumping stations and 21 delivery points or facilities. BP is the 
operator of the pipeline. 
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Liquids Pipeiinnes 

Olympic Pipeline has performed reliably and 2006 
earnings were in line with expectations. 

Feeder Pipelines and Other 
Feeder Pipelines and Other primarily includes the NW 
System, which transports crude oil from Norman 
Wells in the Northwest Territories to Zama, Alberta, 
interests in a number of liquids pipelines in the United 
States (Frontier, Toledo, Mustang and Chicap), liquid 
storage facilities (Patoka) and business development 
costs related to Liquids Pipelines activities. 

Earnings in Feeder Pipelines and Other were 
$6.3 million for the year ended December 31, 2006 
compared with $11.5 million for the year ended 
December 31, 2005 primarily due to increased 
business development costs related to the Company's 
organic growth projects 

Feeder Pipelines and Other earnings for the year ended December 31,2005 were 511.5 million compared with $5.9 million 
for the year ended December 31, 2004. The increase was due to the capitalization of Gateway condensate pipeline costs 
in 2005, as the criteria for capitalization were met, starting in 2005. In addition, Frontier Pipeline earnings were higher due 
to lower operating costs as well as FERC ordered reparations paid in 2004. 

Strategy 
The Company seeks to go beyond the traditional regulated utility business model to create additional value for customers. 
The Liquids Pipelines strategy focuses on meeting the needs of Western Canadian producers and is supported by the 
Company's estimates of supply and demand for Western Canadian crude oil. 

Supply and Reserves 
The vast resource of the Western Canadian Sedimentary Basin (WCSB) and its development, create the basis for the 
Liquids Pipelines growth strategy. Generally, development of the oil sands resource has more than offset declining conventional 
production. The NEB estimates that total Western Canada production will be 2.5 million bpdl at the end of 2006 
(2005 - 2.3 million bpd). At the end of 2005, remaining established conventional oil reserves in Western Canada were 
estimated to be 3.8 billion barrels2 and remaining established reserves from oil sands were estimated at 174 billion barrels 3. 
Combined conventional and oil sands reserves put Canada second only to Saudi Arabia with 14% of the worldwide estimated 
proved reserves 4. 

1 Nabonal Energy Board 2006 Estimated Pmductim of Canadian Crude Oil and Equivalent - Teble 1 
2 Canadian Association of Petroleum Producers Statistic81 Handbook 2006 
3 Alberta Energy and Utilities Board Alberta's Reserves 2005 and Supply/Demsnd OutlookKwewimv 
4 Oil and Gas Journak Worlhide L m k  at ReSerYes andProdudon, December 18,2006 

Demand for WCSB Crude 
The Company's liquids pipelines are dependent upon the demand for crude oil and other liquid hydrocarbons produced from 
Western Canada. Deliveries from the pipeline system are made in the prairie provinces, the Province of Ontario and the 
Great Lakes, and Midwest regions of the United States, principally to refineries, either directly or through the connecting 
pipelines of other companies. Within these regions are located major refining centres near Sarnia, Nanticoke. and Toronto, 
Ontario; the Minneapolis-St. Paul area of Minnesota; Superior, Wisconsin; Chicago, Illinois; the PatokaNVood River, Illinois 
area; Detroit, Michigan; and Toledo, Ohio. Through Company initiatives, crude oil has started to penetrate markets in the 
US. Midwest (PADD II) with the Spearhead Pipeline to Cushing. Oklahoma; as well as the U.S. Gulf Coast (PADD Ill) via 
a third party pipeline system. 
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Historically, Canada has been the third largest supplier of crude to the U.S. However, for the past three years Canada has 
surpassed both Mexico and Saudi Arabia to become the largest crude oil exporter to the U S 1  

Deliveries of WCSB crude into PADD II increased by 64,300 bpd over the last two years with increased WCSB CNde oil supply 
in 2006 2. Over the same two-year period, deliveries into the U.S. Rocky Mountains (PADD Iv) have increased by 6,700 bpd, 
PADD V (the Western U S )  deliveries have increased by 6,000 bpd and PADD 111 deliveries have increased by 63,800 bpd 2. 
Western Canadian demand is sewed by local supply and has remained relatively flat over the last two years 2. During 2006, 
greater volumes of Western Canadian crude were transported to Ontario 3, pushing back Atlantic Basin crude oil 2. 

1 "Table 38: Year-To-Date Impms of Crude Oil and Petroleum Products into Me Unitea States by County of Origin, Janumy - October 2W6: Energy 
Information AdmlnistratioMPetmlBum Supply Monthly. December 2WG 

2 "Disposition of Domestic Light and Heavy Crude Oil and lmpoports - 2006: National Energy Board 
3 '2006 Estimated Production of Canadian Crude Oil and Equivalent", National Energy Board 

Key Components of the Liquids Pipelines Strategy 
The Liquids Pipelines strategy is driven by the industry's need for export capacity alternatives, economic sources of diluent 
and U.S. refiners' need to maintain diversified sources of supply. The six key components of the Liquids Pipelines strategy 
are described below as well as progress made to date and future plans towards further advancing the strategy. 

1. Capitalize on the Mainline ITS 
The ITS rewards Enbridge for achieving certain targeted sewice levels and product attributes, which adds value for 
customers. To ensure returns on mainline operations are maximized, the Company will focus on cost efficiency, providing 
reliable capacity and predictable deliveries, and maintaining optimal batch quality. 

The ITS service metrics establish financial bonuses and penalties for prescribed performance targets related to crude oil 
quality management and predictability of scheduled deliveries. The potential bonuses and penalties for the sewice metrics 
are limited to a maximum of $10 million after tax in 2005, escalating to $15 million in each of 2006 and 2007, and to $20 
million in each of 2008 and 2009. The targets to achieve the maximum bonus under the ITS become increasingly difficult 
to achieve in successive years. 

The reliability metric provides for bonuses and penalties associated with optimization of system capacity, which are 
calculated monthly relative to annual capacity targets. Practical constraints around pipeline capacity would limit the bonus 
for the reliability metric to approximately $12 million per year and penalties are limited to $10 million per year. 

ITS metrics bonuses related to 2005 were $10.2 million. ITS metrics bonuses for 2006 are comparable with 2005 and will 
be filed as part of 2007 toll application with the NEB. 

2. Mainline Capacity Expansion 
The Chicago refining market has been a traditional destination for Western Canadian crude. The Company is working with 
shippers and refiners to further expand this market. The Southern Access Expansion and the Alberta Clipper Project are 
two projects that the Company is undertaking to meet this objective. 
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Southern Access Mainline Expansion 
The Southem Access Mainline Expansion project is currently under construction and will ultimately add a total of 400,000 bpd 
incremental capacity to the mainline system. The U.S. segment of the expansion from the CanadaRI.S. border to Flanagan, 
Illinois. Is being undertaken by EEP and the Canadian segment from Hardisty, Alberta to the Canada/U.S. border is being 
undertaken by Enbridge. 

The Canadian segment expansion schedule has been expedited with 120,000 bpd added in 2006, an additional 63,000 
bpd expected in 2008 and another 85,000 bpd expected in 2009 in order to match the total additional capacity of 400,000 
bpd being provided in the United States. With the support of industry, the proposed diameter of the Southern Access 
Expansion from Superior, Wisconsin to Flanagan, Illinois has been increased to 42 inches, increasing the estimated cost 
to US$1.3 billion on the US. segment, to be undertaken by EEP. The estimated cost of the Canadian segment, to be 
undertaken by Enbridge is $0.2 billion. 

The FERC has approved an Offer of Settlement with respect to rates for the U.S. segment of the expansion. Enbridge filed 
a Southern Access Expansion surcharge methodology with the NEB in June 2006. 

Alberta Clipper Project 
The Alberta Clipper Project would involve the construction of a new 36-inch diameter pipeline from Hardisty, Alberta to 
Superior, Wisconsin, in conjunction with additional pumping power applied to the new 42-inch pipe from Superior to 
Flanagan, Illinois, described above under Southern Access Expansion. The Alberta Clipper Project would interconnect with 
the existing mainline system in Superior where it would provide access to Enbridge's full range of delivery points and storage 
options, including Chicago, Toledo, Sarnia, Patoka, Wood River and Cushing. 

The expected capacity of the pipeline has been increased from 400,000 bpd to 450,000 bpd. The Canadian segment of the 
line is expected to cost $1.5 billion (in 2006 dollars) and the US. segment, which would be undertaken by EEP, is expected 
to cost US$O.8 billion. 

In January 2007, industry confirmed its support for the Alberta Clipper Project. Regulatory applications will be filed once 
commercial terms are finalized which is expected to occur in the first quarter of 2007. The Alberta Clipper Project is expected 
to be in service in late 2009 or 2010. 

Line 4 Extension Project 
The Company obtained industry support for the extension of Line 4, part of the Enbridge mainline system, between Hardisty, 
Alberta and the Company's terminal at Edmonton, Albelta. The project is expected to cost $0.3 billion and, subject to receipt 
of required regulatory approval is targeted to be in service in late 2008. 

3. Upstream Pipeline Development 
Increasing oil sands production will require significant new infrastructure upstream of the mainline and the Company is 
developing a number of projects to support the development of the Alberta oil sands. Growth opportunities already secured 
include construction of the Waupisoo Pipeline and expansion of the Athabasca System, including the construction of Long 
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Lake and Surmont laterals. In addition, a number of large new oil sands projects requiring substantial upstream pipeline 
facilities will be selecting a service provider in 2007, and the Company is well positioned to secure a significant portion of 
these growth opportunities. 

Waupisoo Pipeline 
The 30-inch diameter, 380-kilometre (236-mile) long Waupisoo Pipeline will transport crude oil from the Cheecham terminal, 
currently under construction on the Athabasca Pipeline, to the Edmonton, Alberta area. The initial capacity of the line will 
be 350,000 bpd and is expandable to a maximum of 600,000 bpd with additional pumping units. 

Enbridge has filed an application for regulatory approval with the Alberla Energy and Utilities Board (AEUB) and other provincial 
government departments. Subject to timely receipt of regulatory approvals, expected in the first quarler of 2007, Enbridge will 
begin construction on the approximately $0.5 billion pipeline in 2007, with an expected in-service date of mid-2008. 

The previously announced diluent line has been removed from the regulatory' filing in order to expedite the crude oil line, 
which is needed earlier. Enbridge will continue discussion with all interested parties regarding the diluent line, with 
construction and an in-service date to be determined at a later date. 

Athabasca Pipeline Expansion Projects 
In 2006, the Company furthered several expansion projects on the Athabasca Pipeline. The expansion projects include the 
addition of pumping stations at Elk Point and Cheecham, as well as modifications to existing pumping stations. Construction 
is progressing and the projects are scheduled to be completed early 2007. 

Surmont Oil Sands Project 
The Surmont Oil Sands Project consists of pipeline and tank facilities required by the Surmont Project at the Cheecham 
Terminal on the Athabasca Pipeline. Enbridge has 25-year agreements with ConocoPhillips Surmont Partnership and Total 
E&P Canada Ltd. (the Surmont Shippers), to provide pipeline transportation services on the Athabasca Pipeline for an initial 
contract volume of up to 50,000 bpd of crude oil with the option to increase the contract volume to up to 220,000 bpd for 
future phases of production. The agreements also provide flexibility for the Surmont Shippers to transfer their production to 
the proposed Waupisoo Pipeline to the Edmonton area. Enbridge has completed construction and is awaiting first production. 

Long Lake Oil Sands Project 
The Company has agreements with Nexen Inc. and OPT1 Canada Inc. (the Long Lake Shippers) to provide pipeline 
transportation services for the Long Lake Project. The agreements provide for an initial contract volume of up to 60,000 bpd 
of crude oil with provisions for volume increases. The Long Lake lateral agreement is for a term of 25 years and the 
agreement for service on the Athabasca Pipeline is for a 50-month term with extension provisions. Under the terms of the 
agreements, Enbridge will construct, own and operate the pipeline and tank facilities required by the Long Lake Project, as 
well as pipeline laterals and tank facilities at the Cheecham terminal on the Athabasca Pipeline. Construction of the laterals 
and facilities is underway and expected to be in service in early 2007, to coincide with first production from the Long Lake 
Oil Sands Project. 

4. New Market Access 
The Company will develop new options to expand market access for Canadian crude. Specific initiatives include: extending 
the Mainline south of Chicago to Patoka, Illinois, expansion of the Spearhead Pipeline from Chicago to Cushing by 65,000 
bpd, developing access to the Gulf Coast market directly from Alberta or through a combination of existing infrastructure 
and new pipelines, and accessing markets in Asia and California. 

Southern Access Extension 
The Southern Access Extension involves the construction of a new 36-inch diameter, 400,000 bpd pipeline extending the 
mainline from Flanagan, Illinois to Patoka at a cost of approximately US$0.4 billion to Enbridge. Discussions with shippers 
have been finalized and, with industry support for this project, a FERC Offer of Settlement was filed on September 1,2006. 
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The initial Offer of Settlement proposing a rolled in toll design was not approved by the FERC. However, support for the 
project remains very strong and Enbridge is working with industry on an alternative tolling structure to address the initial 
opposition from the intervening parties. The Company expects that a second application will be filed with the FERC in the 
first quarter of 2007 to allow the project to continue on schedule, with an estimated 2009 in-service date. 

U.S. Gulf Coast Initiatives 
The Company continues to meet with industry to explore and develop various options to enhance access to the U.S. Gulf 
Coast for Canadian supply. Alternatives under discussion include the development of incremental pipeline capacity to the 
U.S. Gulf Coast, given the projected increase in Canadian production. This interest includes support for a project from 
Patoka to the U S  Gulf Coast to deliver an incremental 400,000 bpd of Canadian crude; and a new 400,000 bpd pipeline, 
which could transport oil from Alberta directly to Texas. This pipeline would also connect to refining centers in Denver, 
Colorado and Cushing. 

The Company is examining greenfield pipeline options as well as the use of existing pipelines that may be candidates for 
reversal or expansion. The development of a number of alternative large diameter pipeline initiatives allows shippers to 
choose the projects that best meet their needs. 

Eastern PADD / I  /€astern Canada 
Enbridge is exploring options to provide approximately 300,000 bpd incremental pipeline capacity to the Eastern PADD I1 
region from the Chicago area in conjunction with potential expansion of existing lines serving the Sarnia, Ontario market. 

The Gateway Project 
The Gateway Project includes both a condensate import pipeline and a petroleum export pipeline. The condensate line 
would transport imported diluent from Kitimat, British Columbia to the Edmonton, Alberta area. The petroleum export line 
would transport cNde oil from the Edmonton area to Kitimat. The condensate line is expected have a 20-inch diameter and 
an initial capacity of 193,000 bpd. The petroleum export line would have a %-inch diameter and an initial capacity of 525,000 
bpd. Capital cost estimates will be completed once commercial terms are finalized. 

Current shipper preferences to accelerate the development of capacity to traditional US. markets will likely result in the 
acceleration of the Alberta Clipper Project, such that it precedes the Gateway Pipeline project. The Company now estimates 
that the Gateway in-service date will be in the 2012 to 2014 timeframe. The decision to proceed with the regulatory filing 
for either pipeline is subject to commercial considerations, including satisfactory completion of shipper agreements, 
environmental assessment as well as public and Aboriginal consultation. 

5. Diluent Supply Projects 
Increasing heavy oil production requires new supplies of diluent, which is needed to dilute heavy oils for transport through 
pipelines. The Company is developing projects, to bring diluent to Alberta from the Midwest, as well as imported diluent 
supplies from the west coast of British Columbia, as described above in the Gateway Project. 

Southern Lights Pipeline 
Following the successful closing of a binding open season in July 2006, Enbridge announced plans in December 2006 to 
proceed with the Southern Lights Pipeline to increase the availability of diluent in Alberta. When completed, this 180,000 
bpd, 20-inch diameter pipeline will transport diluent from Chicago to Edmonton and is expected to be in service in mid 2010. 

The Southern Lights Pipeline project involves reversing the flow of a portion of Enbridge's Line 13, an existing crude oil 
pipeline, from Clearbrook, Minnesota to Edmonton. The Canadian portion of Line 13 is currently part of the mainline system 
and the U.S. portion of Line 13 is owned by EEP. In order to replace the light crude capacity that would be lost through the 
reversal of Line 13, the Southern Lights Project also includes the construction of a new 20-inch diameter cNde oil pipeline 
from Cromer, Manitoba to Cleahrook, and the expansion of existing Line 2. These changes to the existing CNde oil system 
will ultimately increase southbound light crude system capacity by approximately 45,000 bpd. The capital cost of the Southern 
Lights Project, including the new 20-inch diameter diluent pipeline, is estimated at approximately US$1.3 billion. 
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In the fourth quarter of 2006, Enbridge received industry endorsement for the Southern Lights Pipeline project including an 
acceleration of the light CNde capacity replacement and a delay in the transfer of Line 13 from the mainline system to the 
Southern Lights project. The impact of this change will be to increase the light crude system capacity on the mainline system 
by 215,000 bpd until the earlier of the completion of construction of new capacity out of the Western Canadian basin or the 
middle of 2010. On this date, Line 13 will be transferred to the Southern Lights project. Also during the fourth quarter, EEP 
approved the exchange of the poltion of Line 13 currently owned by EEP for a portion of the Cromer to Clearbrook crude 
oil pipeline to be constructed. Remaining regulatory applications are expected to be filed in the first quarter of 2007. 

6. Terminalling and Storage Infrastructure 
Based on producer interest, the Company plans to increase its investment in contract terminals over the next five years. 
Upstream contract storage projects include the Hardisty Terminal, the Stonefell Terminal near Fort Saskatchewan and 
expansion of the Athabasca Terminal. Downstream projects are under development or consideration by Enbridge or EEP 
at Flanagan, Patoka, Cushing and the US. Gulf Coast. The Company and EEP are also constructing significant additions 
to the capacity of the common carrier mainline terminals at Edmonton, Superior and Chicago. 

Hardfsty Terminal 
The Company plans to proceed with the Construction of a new crude oil terminal at Hardisty, Alberta. The terminal is expected 
to have a capacity of 7.5 million barrels and will cost approximately $0.4 billion. Enbridge has executed contracts for over 
80% of the capacity and is close to closing contracts for the balance of the capacity. It is anticipated that the terminal will 
stalt to come into service early in 2008, with tanks being commissioned throughout 2008 and into 2009. An additional phase 
of development which will increase the terminal's capacity by up to 3.4 million barrels, is planned and the Company is in 
discussions with customers who are seeking this additional capacity. Once complete, the Hardisty Terminal will be one of 
the largest crude oil terminals in North America. 

Stonefell Terminal 
BA Energy Inc. is building a bitumen upgrader near Fort Saskatchewan, Alberta for which Enbridge has agreed to provide 
pipeline and terminalling services. Based on initial scope and cost estimates, Enbridge expects to invest approximately 
$0.1 billion in new facilities to provide storage services at a new satellite terminal to be developed adjacent to the upgrader. 
Enbridge will also provide pipeline transpoltation for the upgrader's output from the new terminal to a refinery hub near 
Edmonton. These facilities are expected to be in service in mid-2008. 

The Stonefell Terminal is also strategically located adjacent to several other proposed or operating upgrading facilities and 
pipeline systems and will be a focus for further development of contract terminalling infrastructure. 

Downstream Termfnallfng 
The Company continues to advance many downstream terminalling projects, including EEP-sponsored projects with an 
estimated US$O.l billion cost for adding approximately 5 million barrels of storage at Cushing in 2007. Enbridge is pursuing 
several other terminalling projects estimated at US$0.2 billion with in-service dates of 2007 and 2008. 

Capital Expenditures 
Liquids Pipelines generally spends $80 to $100 million each year on ongoing capital improvements and core maintenance 
capital projects. In 2007, the Company expects to spend $150 million on capital maintenance and improvements. 
Expenditures for organic growth projects described above were $320 million in Canada for 2006. For 2007, the Company 
expects to spend $1.3 billion for the organic growth projects. Discussion of the Company's access to financing is included 
under Liquidity and Capital Resources. 

Legal Proceeding - CAPLA Claim 
The Canadian Alliance of Pipeline Landowners' Associations (CAPLA) and two individual landowners have commenced 
a class action against the Company and TransCanada PipeLines Limited. The claim relates to restrictions in the National 
Energy Board Act on crossing the pipeline and the landowners' use of land within a 30-metre control zone on either side 
of the pipeline easements. The Company believes it has a sound defence and intends to vigorously defend the claim. The 
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Plaintiffs filed a motion to establish a cause of action, which is one of the requirements to have the motion certified as a 
class action under the Class Proceedings Act (Ontario). The motion was dismissed by the Ontario District Court in late 
2006. The Plaintiff has since appealed the decision and the appeal is expected to be heard by the Court of Appeal during 
the first half of 2007. Since the outcome is indeterminable, the Company has made no provision at this time for any 
potential liability. 

Business Risks 
The risks identified below are specific to the Liquids Pipelines business. General risks that affect the Company as a whole 
are described under Risk Management. 

Supply and Demand 
The operation of the Company's liquids pipelines are dependent upon the supply of, and demand for, crude oil and other 
liquid hydrocarbons from Western Canada. Supply, in turn, is dependent upon a number of variables, including the availability 
and cost of capital and labour for oil sands projects, the price of natural gas used for steam production, and the price of crude 
oil. Demand is dependent, among other things, on weather, gasoline price and consumption, manufacturing, alternative 
energy sources and global supply disruptions. 

ITS Metrics 
The ITS governing the Enbridge System measures the Company's performance in areas key to customer service. If the 
Company fails to meet the baseline targsts set out in the new ITS, for all Service and reliability metrics, the Company could 
be required to pay penalties to shippers up to a maximum of $25 million in 2007 and $30 million in 2008 and 2009. 

Regulation 
Earnings from the Enbridge System and other liquids pipelines are subject to the actions of various regulators, including the 
NEB. Actions of the regulators related to tariffs, tolls and facilities impact earnings from these operations. The NEB prescribes 
a benchmark multi-pipeline rate of return on common equity, which is 8.46% in 2007 (2006 - 8.88%). To the extent the NEB 
rate of return fluctuates, a portion of the Enbridge System and other liquids pipelines earnings will change. The Company 
believes that regulatory risk can be reduced through the negotiation of long-term agreements with shippers. 

Competition 
Competition among common carrier pipelines is based primarily on the cost of transpoltation, access to supply, the quality and 
reliability of service and contract carrier alternatives and proximity to markets. Other common carriers are available to producers 
to ship Western Canadian liquids hydrocarbons to markets in either Canada or the United States. As well, competition could 
arise from pipeline proposals that may provide access to market areas currently served by the Company's liquids pipelines. 
One such proposal is the Keystone Project put forward by TransCanada Corporation to ship Western Canadian crude oil into 
PADD II starting in 2009. The Company believes that its liquids pipelines are serving larger markets and provide attractive 
options to producers in the WCSB due to their competitive tolls and multiple delivery and storage points. Also, shippers are 
not required to enter into long-term shipping commitments on the mainline system. The Company's existing right of way 
provides a competitive advantage, as it can be difficult and costly to obtain new rights of way for new pipelines. This can act 
as a barrier to entry for other companies considering constructing new pipelines. The ITS and the Terrace Agreement on the 
Enbridge System provide throughput protection which insulates the Company from negative volume fluctuations beyond its 
control. The Lakehead System, owned by EEP, has no similar throughput protection and is exposed to volume fluctuations. 

Increased competition could arise from new feeder systems servicing the same geographic regions as the Company's 
feeder pipelines. 

2 0 0 6  A n n u a l  R e o o r t  M a n a g e m e n t ' s  D i S C U S S I o n  a n d  A n a l y s i s  43 



G A S  P I P E L I N E S  

Gas Pipelines activities consist of investments in Alliance Pipeline US, Vector Pipeline and Enbridge Offshore Pipelines. 
Enbridge has joint control over these investments with one or more other owners. Enbridge owns a 50% interest in the U.S. 
portion of the Alliance System, a 60% interest in Vector Pipeline and interests ranging from 22% to 100% in the pipelines 
comprising the Enbridge Offshore Pipelines. 

Earnings 
(millions of Canadian dollws) 

Alliance Pipeline US 
2006 2005 2004 
29.7 32.1 37.4 

Vector Pipeline 13.4 , 15.9 16.4 
Enbridge Offshore Pipelines 18.1 1 11.8 - 

61.2 1 59.8 53.8 

Earnings from Gas Pipelines were 561.2 million for the year ended December 31, 2006 compared with $59.8 million for the 
year ended December 31,2005. The increase was due to improved results at Enbridge Offshore Pipelines in 2006, following 
two severe hurricanes in 2005. The increase was partially offset by the effects of the stronger Canadian dollar. 

Earnings from Gas Pipelines were $59.8 million for the year ended December 31,2005, an increase of $6.0 million from 2004. 
The increase in 2005 is due to incremental earnings from Enbridge Offshore Pipelines, acquired on December 31, 2004. 

Revenues for the year ended December 31, 2006 were $345.9 million consistent with $364.3 million for the year ended 
December 31,2005. Revenues for the year ended December 31,2005 were $364.3 million compared with $271.7 million for 
the year ended December 31, 2004. The increase in revenues was due to the acquisition of Enbridge Offshore Pipelines on 
December 31,2004. 

Alliance Pipeline US 
The Alliance System (Alliance), which includes both the Canadian and U.S. portions of the pipeline system, consists of an 
approximately 3000-kilometre (1,875-mile) integrated, high-pressure natural gas transmission pipeline system and an 
approximately 730-kilometre (455-mile) lateral pipeline system and related infrastructure. Alliance transports liquids-rich 
natural gas from Northeast British Columbia and Northwest Alberta to Channahon, Illinois, where it connects with a natural 
gas liquids (NGL) extraction facilitq (Aux Sable). The pipeline has firm service shipping contract capacity to deliver 1.325 
billion cubic feet per day (bcf/d). Enbridge Income Fund, described under Sponsored Investments, owns 50% of the 
Canadian portion of the Alliance System. 

The natural gas may then be transported to two local natural gas distribution systems in the Chicago area and five interstate 
natural gas pipelines, providing shippers with access to natural gas markets in the Midwestern and Northeastern United States 
and Eastern Canada. Enbridge owns 42.7% of AUX Sable and its results are included under Gas Distribution and Services. 
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Results of Operations 
Alliance Pipeline US earnings were $29.7 million for the year ended December 31, 2006 compared with $32.1 million for 
the year ended December 31,2005. The decrease was primarily due to the stronger Canadian dollar. 

Alliance Pipeline US earnings were $32.1 million for the year ended December 31, 2005 compared with $37.4 million for 
the year ended December 31, 2004. The moderate decrease is due to the stronger Canadian dollar in 2005. 

Transportation Contracts 
Alliance has long-term take-or-pay contracts through 2015 to transport 1.305 bcfld of natural gas or 98.5% of the total 
contracted capacity. Alliance has 20 mmcfld of natural gas contracted on a short-term basis. These contracts permit Alliance 
to recover the cost of service, which includes operating and maintenance costs, cost of financing, an allowance for income 
tax, an annual allowance for depreciation, and an allowed return on equity. Each long-term contract may be renewed upon 
five years notice for successive one-year terms beyond the original 15-year primary term. Alliance Pipeline US operations 
are regulated by the FEW.  

Depreciation expense included in the cost of service is based on negotiated depreciation rates contained in the transportation 
contracts while the depreciation expense in the financial statements is recorded on a straight-line basis of 4% per annum. 
The negotiated depreciated rates are generally less than the straight-line rates in the earlier years and higher than straight- 
line depreciation in later years of the shipper transportation agreements. This results in recognition of a long-term receivable, 
referred to as deferred transportation revenue, expected to be recovered from shippers in subsequent rates. 

As at December 31, 2006 $159.8 million (2005 - $145.8 million) was recorded as deferred transportation revenue. 

Vector Pipeline 
The Company provides operating services to, and holds a 60% joint venture interest in, Vector Pipeline, which transports 
natural gas from Chicago to Dawn, Ontario. Vector Pipeline has the capacity to deliver a nominal 1 .O bcfld and is operating 
at or near capacity. Vector Pipeline's primary sources of supply are through interconnections with the Alliance System and 
the Northern Border Pipeline in Joliet, Illinois. Approximately 70% of the long haul capacity of Vector Pipeline is committed 
to long-term, 15-year firm transportation contracts at rates negotiated with the shippers and approved by the FERC. The 
remaining capacity is sold at market rates and various term lengths. Transportation service is provided through a number 
of different forms of service agreements such as Firm Transportation Service and Interruptible Transportation Service. 

Results of Operations 
Vector Pipeline earnings were $13.4 million for the year ended December 31,2006 compared with $15.9 million for the year 
ended December 31, 2005. The decrease reflected the stronger Canadian dollar and higher operating costs in the second 
and third quarters of 2006 due to scheduled integrity inspections required by the regulator within the first six years of 
operation. 

Vector Pipeline earnings were $0.5 million lower for the year ended December 31, 2005 compared with the year ended 
December 31, 2004 resulting from the stronger Canadian dollar in 2005. 

Business Risks 
The risks identified below are specific to Alliance Pipeline US and Vector Pipeline. General risks that affect ihe entire 
Company are described under Risk Management. 

Supply and Demand 
Currently, pipeline capacity out of the WCSB exceeds supply. Alliance Pipeline US and Vector Pipeline have been unaffected 
by this excess capacity environment mainly because of long-term capacity contracts extending to 2015. Vector Pipeline's 
interruptible capacity could be negatively impacted by the basis (location) differential in the price of natural gas between 
Chicago and Dawn, Ontario relative to the transportation toll. 
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Exposure to Shippers 
The failure of shippers to perform their contractual 
obligations could have an adverse effect on the cash 
flows and financial condition of Alliance Pipeline US 
and Vector Pipeline. To reduce this risk, Alliance 
Pipeline US and Vector Pipeline monitor the 
creditworthiness of each shipper and receive 
collateral for future shipping tolls should a shipper's 
credit position not meet tariff requirements. These 
pipelines also have diverse groups of long-term 
transportation shippers, which include various gas 
and energy distribution companies, producers and 
marketing companies, further reducing the exposure. 

Competition 
Alliance Pipeline US faces competition for pipeline 
transportation services to the Chicago area from both 
existing and proposed pipeline projects. Competing 
pipelines, with a combined transportation capacity of 

approximately 3.8 bcfld provide natural gas transportation services from the WCSB to distribution systems in the Midwestern 
United States. In addition, there are several proposals to upgrade existing pipelines serving these markets. Any new or 
upgraded pipelines could either allow shippers greater access to natural gas markets or offer natural gas transportation 
services that are more desirable than those provided by the Alliance System. Shippers on Alliance Pipeline US have access 
to additional high compression delivery capacity at no additional cost, other than fuel requirements, serving to enhance 
Alliance Pipeline Us's competitive position. 

Vector Pipeline faces competition for pipeline transportation services to its delivery points from new or upgraded pipelines, 
which could offer transportation that is more desirable to shippers because of cost, supply location, facilities or other factors. 
Vector Pipeline has mitigated this risk by entering into long-term firm transportation contracts for approximately 70% of its 
capacity and medium-term contracts for the remaining capacity. These long-term firm contracts provide for additional 
compensation to Vector Pipeline if shippers do not extend their contracts beyond the initial term. The effectiveness of these 
mitigating factors is evidenced by the increased utilization of the pipeline since its construction, despite the presence of 
transportation alternatives. 

Regulation 
Both Vector Pipeline and Alliance Pipeline US operations are regulated by the FERC. On a yearly basis, Alliance Pipeline 
US files its annual rates with the FERC following consultation with shippers. 

Enbridge Offshore Pipelines 
Enbridge Offshore Pipelines (EOP) is comprised of 11 natural gas gathering and FERC-regulated transmission pipelines in five 
major corridors in the Gulf of Mexico, extending to deepwater frontiers. The operations were purchased December 31, 2004. 
These pipelines include almost 2400 kilometres (1,500 miles) of underwater pipe and onshore facilities and transpolt more than 
half of all current deepwater Gulf of Mexico natural gas production. These pipelines currently transport approximately 2.0 bcfld. 

Results of Operations 
Earnings for the year ended December 31, 2006 in EOP were $18.1 million compared with $11.8 million for the year ended 
December 31, 2005. In 2006, volumes returned to 2005 pre-hurricane levels, resulting in increased earnings compared with 
2005. The 2006 results were negatively impacted by the stronger Canadian dollar. 

Gas Pipelines 
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The Company continues to pursue the settlement of claims under its insurance policies for volume losses and additional 
costs the Company has incurred to restore the service capacity of these assets following hurricanes Rita and Katrina. A 
settlement of the insurance claim is anticipated in 2007. 

Transportation Contracts 
The primary shippers on the EOP systems are producers who execute life-of-lease commitments in connection with 
transmission and gathering service contracts. In exchange, EOP provides firm capacity for the contract term at an agreed 
upon rate. The throughput volume generally reflects the lease's maximum sustainable production. 

The transportation contracts allow the shippers to define a maximum daily quantity (MDQ), which corresponds with the 
expected production life. The contracts typically have minimum throughput volumes which are subject to take-or-pay criteria 
but also provide the shippers with flexibility given advance notice criteria to modify the projected MDQ schedule to match 
current deliverability expectations. 

The long-term transport rates established in the gathering and transmission service agreements are generally market-based 
but are established utilizing a cost-of-sewice methodology, which includes operating cost, projected revenue generation 
directly tied to production deliverability and the appropriate cost of capital. 

Business Risks 
The risks identified below are specific to Enbridge Offshore Pipelines. General risks that affect the Company as a whole are 
described under Risk Management. 

Weather 
Adverse weather, such as hurricanes, may impact EOP financial performance directly or indirectly. Direct impacts may 
include damage to EOP fac es resulting in lower throughput and inspection and repair costs. Indirect impacts include 
damage to third party production platforms, onshore processing plants and refineries that may decrease throughput on 
EOP systems. 

The Company continues to maintain an active risk management program that includes comprehensive insurance coverage, 
notwithstanding a constrained insurance market. However costs have increased in the form of higher insurance premiums 
and deductible?. as well as longer waiting periods for business interruption claims. It is expected that the incidence and 
severity of windstorm occurrences, and the Company's direct experience in the Gulf of Mexico, will dictate future costs and 
coverage levels in this region. 

Competition 
There is significant competition for new and existing business in the Gulf of Mexico. EOP has been able to capture key 
opportunities, extending its footprint, positioning it to more fully utilize existing capacity. EOP serves a majority of the 
strategically located deepwater host platforms and its extensive presence in the deepwater Gulf of Mexico has EOP well 
positioned to generate incremental revenues, with modest capital investment, by transporting production from sub-sea 
development of smaller fields tied back to existing host platforms. However, given rates of decline, offshore pipelines typically 
have available capacity resulting in significant and aggressive competition for new developments in the Gulf of Mexico. 

Regulation 
The transportation rates on many of EOP's transmission pipelines are generally based on a regulated cost-of-service 
methodology and are subject to regulation by the FEW. These rates may be subject to challenge. 

Other Risks 
Other risks directly impacting financial performance include underperformance relative to expected reservoir production 
rates, delays in project start-up timing and capital expenditures in excess of those estimated. Capital risk is mitigated in some 
circumstances by having area producers as joint venture partners and through cost of service tolling arrangements. 
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Strategy 
The Company plans to continue to grow the Gas Pipelines segment to capitalize on regional supply and demand imbalances 
and infrastructure requirements through a combination of organic and acquisition opportunities. The Gas Pipelines strategy 
is based on the Company's forecast supply and demand for natural gas. 

Supply and Demand for Natural Gas 
North American natural gas demand is expected to grow at a modest rate for the next three to five years primarily driven 
by growth in power generation, which more than offsets declines in industrial demand. The re-emergence of coal as a 
generation source, due to advances in clean-coal technology, as well as the re-emergence of nuclear power as a source 
of electricity generation may reduce growth in the power related natural gas demand in the longer term. The development 
of oil sands projects in Alberta also increases the demand for natural gas, as various extraction and upgrading processes 
require the use of natural gas, however growth in this sector may alw be tempered by alternative energy sources. Overtime, 
the entry of new supplies from North Texas, the U.S. Rockies and the Alaska North SlopelMackenzie Delia as well as LNG 
are expected to adequately supply the market and provide opportunities for Enbridge to deliver this natural gas to markets. 

Specific strategies will be executed within two key geographic regions: Western Canadian/U.S. Midwest and Offshore 
Gulf Coast. 

1. Western Canadian1U.S. Midwest Region 
The Alliance and Vector Pipelines provide low cost expansion options to the ChicagoIDawn market and the Company plans 
to expand these systems and position Enbridge to participate in the Alaska gas pipeline. The Company also plans to develop 
takeaway capacity from Chicago to address the anticipated bottleneck from incremental Rockies and Arctic gas volumes. 
This could be accomplished through expansion of Vector Pipeline and potentially by developing a new route from Chicago 
to the U.S. Northeast. 

Vector Pipeline Expansion 
In 2005, Vector Pipeline announced plans to construct two additional compressor stations, which would expand Vector 
Pipeline's capacity from 1 bdld to 1.2 bcfld. This expansion has been approved by the FERC and is scheduled to be in 
sewice in the fourth quarter of 2007. 

2. Offshore Gulf Coast 
EOP intends to grow through leveraging its existing asset position to attract new prospects including producer tie-backs as 
well as those requiring new laterals to be constructed by EOP. Asignificant number of new discoveries exist on the shelf, 
in deepwater and the ultra-deep areas of the Gulf of Mexico in the corridors where EOP has existing pipeline facilities. EOP 
is continually monitoring and pursuing these many prospects. Two such projects under construction are described below. 

Neplune Pipeline Project 
The Company plans to construct and operate both a natural gas lateral and a crude oil lateral to connect the deepwater 
Neptune oil and gas field in the Green Canyon Corridor to existing Gulf of Mexico pipelines, extending Enbridge's existing 
Gulf of Mexico infrastructure. The laterals are expected to cost a total of approximately US$O.l billion and will have the 
capacity to deliver in excess of 200 mmcfld of gas and approximately 50,000 bpd of oil. Construction of the natural gas and 
crude oil laterals is underway with sub-sea tie-ins scheduled for the second quarter of 2007 and throughput is expected to 
commence in the last half of 2007. 

Shenzi Project 
Enbridge also plans to construct a natural gas lateral to connect the new deepwater Shenzi field to existing Gulf of Mexico 
pipelines. The 11-mile lateral is expected to cost approximately US$45 million and to have a capacity of 100 mmcfld. The 
Shenzi lateral will deliver natural gas through the Company's 22%-owned Cleopatra Pipeline, the 50%-owned Manta Ray 
Pipeline and the 50%-owned Nautilus Pipeline and is expected to be completed by the end of 2007, with the first gas 
expected by mid-year 2009. Construction scheduling has been accelerated to the second half of 2007 to secure a lay vessel, 
which are in high demand, and avoid interference with the producers'development construction in 2008. 

48 M a n a g e m e n t ' s  O I S C U S S ~ O ~  a n d  A n a l y s i s  E n b r i d g e  I n c .  


