
Commodity Price Risk 
The Company uses natural gas price swaps, futures and options to manage the value of commodity purchases and sales 
that arise from capacity commitments on the Alliance and Vector pipelines. The Company also uses natural gas, power, 
crude oil, and natural gas liquids derivative instruments to fix the value of variable price exposures that arise from commodity 
usage, storage and supply agreements. 

Natural Gas Supply Management 
Customers of EGD are exposed to changes in the price of the natural gas commodity. A portion of the future natural gas 
supply requirements is hedged using natural gas swaps and options that manage the price of natural gas, as allowed by 
the OEB. Since customers pay the cost of the natural gas commodity, this risk mitigation strategy is for the benefit of 
customers. The OEB monitors the policies, procedures, and results of this hedging program. 

Fair Values of Derivative Instruments 
Information about the financial instruments outstanding at year end for the purposes of mitigating the risks as described 
above, including the fair values, notional or principal amounts and maturities are shown in Note 17 of the Company's 
Consolidated Financial Statements for the year ended December 31, 2006. 

Credit Risk 
Entering into derivative financial instruments can give rise to additional credit risks. Credit risk arises from the possibility that 
a counterparty will default on its contractual obligations and is limited to those contracts where the Company would incur a 
loss in replacing the instrument. The Company minimizes credit risk by entering into risk management transactions only with 
institutions that possess high investment grade credit ratings or have provided the Company with an acceptable form of credit 
protection. The Company has no significant concentration with any single counterparty. For transactions with terms greater 
than five years, the Company may also require a counterparty that would otherwise meet the Company's credit criteria to 
provide collateral. 

Trade receivables include amounts due from companies operating in the oil and gas industry and are collateralized by the 
commodities contained in the Company's pipelines and storage facilities. Where shippers fail to maintain specified credit 
ratings they are required to provide letters of credit or other suitable security. Credit risk in the Gas Distribution and Services 
segment is reduced by the large and diversified customer base and the ability to recover an estimate for doubtful accounts 
through the ratemaking process. For customers of our non-regulated businesses, credit exposure is minimized through the 
use of credit monitoring processes, contractual agreements with collateral requirements, master netring agreements, and 
credit exposure limits. 

Operating Risks 
Environmental, Health and Safety Risk 
The Company's operations, facilities and petroleum product shipments are subject to extensive national, regional and local 
environmental, health and safety laws and regulations governing, among other things, discharges to air, land and water, the 
handling and storage of petroleum compounds and hazardous materials, waste disposal, the protection of employee health, 
safety and the environment, and the investigation and remediation of contamination. The Company's facilities could experience 
accidents, malfunctions or other unplanned events that could result in spills or emissions in excess of permitted levels and resuk 
in personal injury, fines. penalties or other sanctions and properly damage. The Company could also incur liability in the future 
for environmental contamination associated with past and present activities and properties. The facilities and pipelines must 
maintain a number of environmental and other permits from various governmental authorities in order to operate and these 
facilities are subject to inspection from time to time. Failure to maintain compliance with these requirements could result in 
operational interruptions, fines or penalties, or the need to install potentially costly pollution control technology. Finally, 
compliance with current and future environmental laws and regulations, which are likely to become more stringent over time, 
including those governing greenhouse gas emissions, may impose additional capita costs and financial expenditures and 
affect the demand for the Company's services, which could adversely affect operating results and profitability 
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Enbridge is committed to protecting the health and safety of employees, contractors and the general public, and to sound 
environmental stewardship. The Company believes that prevention of accidents and injuries, and protection of the 
environment, benefits everyone and delivers increased value to shareholders, customers and employees. Enbridge has 
health and safety, and environmental management systems and has established policies, programs and practices for 
conducting safe and environmentally sound operations. Regular reviews and audits are conducted to assess compliance 
with legislation and company policy. 

Pipeline Operating Risk 
Pipeline leaks are an inherent risk of operations. Other operating risks include: the breakdown or failure of equipment, 
information systems or processes; the performance of equipment at levels below those originally intended (whether due to 
misuse, unexpected degradation or design, construction or manufacturing defects); failure to maintain adequate supplies 
of spare parts; operator error; labour disputes; disputes with interconnected facilities and carriers; and catastrophic events 
such as natural disasters, fires, explosions, fractures, acts of terrorists and saboteurs, and other similar events, many of 
which are beyond the control of the pipeline systems. The occurrence or continuance of any of these events could increase 
the cost of operating the Company's pipelines or reduce revenues, thereby impacting earnings. The Company has an 
extensive program to manage system integrity, which includes the development and use of predictive and detective in-line 
inspection tools. Maintenance, excavation and repair programs are directed to the areas of greatest benefit and pipe is 
replaced or repaired as required. The Company also maintains comprehensive insurance coverage for significant pipeline 
leaks and has a comprehensive security program designed to reduce security-related risks. 

Regulation 
Many of the Company's pipeline operations are regulated and are subject to regulatory risk. The nature and degree of 
regulation and legislation affecting energy companies in Canada and the United States has changed significantly in past 
years, and there is no assurance that further substantial changes will not occur. These changes may adversely affect toll 
structures or other aspects of pipeline operations or the operations of shippers. 

Execution Risk 
Cost escalation and internal and external resource shortages, including human resources, may adversely affect the 
Company's ability to develop and complete organic growth projects in a cost effective and timely manner. In addition, there 
are a number of competing projects, proposed by other companies, which could preclude the Company from developing 
one or more of the proposed projects. 

C R I T 1  C A  L A C C  0 U N T I  N G  

Depreciation 
Depreciation of property, plant and equipment, the Company's largest asset with a net book value at December 31, 2006 of 
$11,264.7 million, or 61 % of total assets, generally is provided on a straight-line basis over the estimated service lives of the 
assets commencing when the asset is placed in service. When it is determined that the estimated service life of an asset does 
not reflect the expected remaining period of benefit, prospective changes are made to the estimated service life. In general, 
estimates of service lives are based on third party engineering studies, experience and industry practice. There are a number 
of assumptions inherent in estimating the service lives of the Company's assets including the level of development, exploration, 
drilling, reserves and production of crude oil and natural gas in the supply areas served by the Company's pipelines as well 
as the demand for crude oil and natural gas and the integrity of the Company's systems. Changes in these assumptions could 
result in adjustments to the estimated service lives, which could result in material changes to depreciation expense in future 
periods in any of the Company's business segments, with the exception of the Corporate segment. Generally, revised 
assumptions have historically resulted in extending useful lives. For certain rate regulated operations, depreciation rates are 
approved by the regulator and the regulator may require periodic studies or technical updates on useful lives which may 
change depreciation rates. 

E S T 1  M A T E S  
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Regulatory Assets and Liabilities 
Certain of the Company's Liquids Pipelines, Gas Pipelines, and Gas Distribution and Services businesses are subject to 
regulation by various authorities, including but not limited to, the National Energy Board (NEB), the Federal Energy 
Regulatory Commission (FERC), the Alberta Energy and Utilities Board (AEUB) and the Ontario Energy Board (OEB). 
Regulatory bodies exercise statutory authority over matters such as construction, rates and ratemaking, and agreement 
with customers. To recognize the economic effects of the actions of the regulator, the timing of recognition of certain 
revenues and expenses in these operations may differ from that otherwise expected under generally accepted accounting 
principles for non rate-regulated entities. The Company also records regulatory assets and liab es to recognize the 
economic effects of the actions of the regulator. Regulatory assets represent amounts that are expected to be recovered 
from customers in future periods through rates. Regulatory liabilities represent amounts that are expected to be refunded 
to customers in futures periods through rates. As of December 31,2006, the Company's regulatory assets totaled $574.1 
million (2005 - $542.5 million) and regulatory liabilities totaled $148.6 million (2005 - $24.7 million).To the extent that the 
regulator's actions differ from the Company's expectations, the timing and amount of recovery or settlement of regulatory 
balances could differ significantly from those recorded. 

Post-Employment Benefits 
The Company maintains pension plans, which provide defined benefit andlor defined contribution pension benefits and post- 
employment benefits other than pensions to eligible retirees. Pension costs and obligations for the defined benefit pension 
plans are determined using the projected benefit method. This method involves complex actuarial calculations using several 
assumptions including discount rates, expected rates of return on plan assets, health-care cost trend rates, projected salary 
increases, retirement age, mortality and termination rates. These assumptions are determined by management and are 
reviewed annually by the Company's actuaries. Actual results that differ from assumptions are amortized over future periods 
and therefore could materially affect the expense recognized and the recorded obligation in future periods. See Note 19 to 
the 2006 annual consolidated financial statements for disclosure of the difference between the actual and the expected 
results for the past two years. Pension expense is recorded within all of the Company's business segments. 

Impact of a 0.5% Change in Key Assumptions 
(mirlions or dollars) Obligation Expense Obligation Expense 

Pension Benefit OPEB 

Decrease in Discount Rate 79.2 9.3 15.4 1 .8 
Decrease in expected return on assets nla 4.9 nla 0.2 

- - Decrease in rate of salary increase (18.3) (4.0) 

Contingent Liabilities 
Provisions for claims filed for damages against the Company are determined on a case by case basis. Case estimates are 
reviewed on a regular basis and are updated as new information is received. The process of evaluating claims involves the 
use of estimates and a high degree of management judgment. The final determination by the courts in respect of the claims 
outstanding could have a material impact on the financial results of the Company and certain of the Company's subsidiaries 
and investments including Enbridge Gas Distribution Inc. and Enbridge Energy Company, Inc. as disclosed in Note 23 of 
the 2006 annual consolidated financial statements. 

Asset Retirement Obligations 
The fair value of asset retirement obligations (AROs) associated with the retirement of long-lived assets are recognized as 
long-term liabilities in the period when they can be reasonably determined. The fair value approximates the cost a third party 
would charge in performing the tasks necessary to retire such assets and is recognized at the present value of expected 
future cash flows. AROs are added to the carrying value of the associated asset and depreciated over the asset's useful 
life. The corresponding liability is accreted over time through charges to earnings and is reduced by actual costs of 
decommissioning and reclamation. The present value of expected future cash flows is determined using assumptions such 
as the probability of abandonment in place versus removal and the estimated costs required upon abandonment in each 
case, the discount rate and the estimated time to abandonment. For the majority of the Company's assets it is not possible 

0 

a 

a 
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to make a reasonable estimate of AROs due to the indeterminate timing, the long-lived nature of the assets and the scope 
of the asset retirements. Therefore, changes in these assumptions could materially affect the asset and liability recognized 
in respect of asset retirement obligations as well as the resulting accretion of the liability and depreciation of the asset within 
any of the Company's business segments, with the exception of the Corporate segment. 

C H A N G E  I N  A C C O U N T I N G  P O L I C ! E S  

Financial Instruments, Hedging Relationships and Other Comprehensive Income 
New accounting standards will be in effect January 1, 2007 for hedge accounting, recognition and measurement of financial 
instruments and disclosure of comprehensive income. The adoption of these standards will result in the recognition of 
financial instruments and hedging relationships principally consistent with similar requirements in the United States, as 
currently reflected in the Company's United States Accounting Principles note. 

The Company will recognize other comprehensive income in a separate financial statement and include accumulated other 
comprehensive income as a component of shareholders' equity. To the extent economic hedges do not quality for hedge 
accounting, are ineffective, or are not documented as hedges in accordance with the new standards, gains and losses and 
any ineffectiveness will be charged to current period earnings. 

If the Company were to adopt the standards at December 31,2006, a payable to counterparties of $44.8 million, a due from 
ratepayers of $26.6 million, accumulated other comprehensive income of $30.6 million, a future tax liability of $16.8 million, 
and a charge to retained earning of $66.1 million would be recognized in the financial statements. 

C O N T R O L S  A N D  P R O C E D U R E S  

Disclosure Controls and Procedures 
The Chief Executive Officer and Chief Financial Officer evaluated the effectiveness of the Company's disclosure controls 
and procedures (as defined in the rules of the Securities and Exchange Commission and the Canadian Securities 
Administrators) and concluded that the Company's disclosure controls and procedures were effective as of December 31, 
2006 and in respect of the 2006 year-end reporting period. 

Management's Report on Internal Controls over Financial Reporting 
Management of Enbridge Inc. is responsible for establishing and maintaining adequate internal control over financial 
reporting as such term is defined in the rule of the United States Securities and Exchange Commission and the Canadian 
Securities Administrators. The Company's internal control over financial reporting is a process designed under the 
supervision and with the participation of executive and financial officers to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of the Company's financial statements for external reporting purposes 
in accordance with generally accepted accounting principles. 

The Company's internal control over financial reporting includes policies and procedures that: 

I Pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect transactions and dispositions 

I Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements 

I Provide reasonable assurance regarding prevision or timely detection of unauthorized acquisition, use, or disposition of 

of assets of the Company; 

in accordance with generally accepted accounting principles; and 

the Company's assets that could have a material effect on the financial statements. 

The Company's internal control over financial reporting may not prevent or detect all misstatements because of inherent 
limitations. Additionally, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or deterioration in the degree of compliance with our policies 
and DrOCedureS. 
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Management assessed the effectiveness of the Company's internal control over financial reporting as of December 31,2006, 
based on the framework established in Internal Control - Integrated Framework issued by the Committee of Sponsoring 
Organization of the Treadway Commission (COSO). Based on this assessment, management concluded that the Company 
maintained effective internal control over financial reporting as of December 31, 2006. 

Management's assessment of the effectiveness of the Company's internal control over financial reporting as of December 
31, 2006 has been audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated 
in their report included with the Company's audited financial statements. 

Q U A R T E R L Y  F I N A N C I A L  I N F O R M A T I O N '  

(millims of Canadien dollars, excepf forper share amounts) 

2006 
Revenues 

First Second Third Fourth Total 

3,346.7 2,327.2 $184.9 2,785.7 10,644.5 
Earnings applicable to common shareholders 190.9 157.9 95.5 171.1 615.4 
Earnings per common share 0.56 0.47 0.28 0.50 1 .ai 
Diluted earnings per common share 0.56 0.46 0.28 0.49 1.79 
Dividends per common share 0.2875 0.2875 0.2875 0.2875 1.15 

(miiiions of Canadian doiiarr, except for per Share amounls) 
2005 
Revenues 

First Second Third Fourth Total 

2.555.8 1.527.4 1.657.1 2.712.8 6,453.1 
Earnings applicable to common shareholders 220.6 93.6 67.8 174.0 556.0 
Earnings per common share 0.66 0.27 0.20 0.52 1.65 
Diluted earnings per common share 0.65 0.27 0.20 0.51 1.63 
Dividends per common share 0.2500 0.2500 0.2500 0.2875 1.0375 

1 Ouarrerly Financiai Information has bean extracted from financial slatemenls prepared in accordance with generally acceptsd accounting principle5. 

Quarterly operating revenue fluctuates primarily due to the seasonality of the Company's gas distribution business. Typically, 
revenue peaks in the winter months during the first quarter and, to a lesser extent, in the fourth quarter when higher volumes 
are delivered and sold. Also, revenue and earnings are affected by variations in the weather, especially in the winter, when 
warmer or colder than normal temperatures can result in lower or higher distribution volumes, respectively. 

Significant items that impacted 2006 and 2005 quarrerly earnings are as follow.:- 

I Fourth quarter 2006 earnings reflected higher earnings from the mainline system and Aux Sable, offset by lower earnings 
from EGD due primarily to warmer than normal weather and higher costs. 

I Third quarter 2006 earnings reflected higher earnings from Enbridge System, increased earnings from the Company's 
investment in EEP and the initial recognition of upside sharing in Aux Sable which resulted from high fractionation margins. 

I Second quarter earnings in 2006 included the impact of tax rate reductions, which increased earnings by a total of 
$48.9 million. Revenues in the second quarter of 2006 were higher than the second quarter of 2005 due to higher 
commodity prices and were offset by higher commodity costs, as EGD passes through to customers changes in the 
price of natural gas. 

I First quarter earnings in 2006 reflected improved earnings in the Enbridge System more than offset by lower results 
from EGD, due primarily to warmer than normal weather. Revenues in the first quarter of 2006 were higher due to higher 
commodity prices and were offset by higher commodity costs. 

I Fourth quarter earnings in 2005 include a gain of $7.6 million on the sale of land in CLH and a dilution gain of $4.3 million 
in EEP. 
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Dividends Per Common Share 1.15 

Common Share Dividends 403.1 
Total Assets 18,379.3 
Total Long-Term Liabilities 10,544.8 
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1.0375 0.92 

361.1 315.8 
17,210.9 14,905.1 
9,690.7 8,182.5 



Management's Report 

To the Shareholders of Enbridge Inc. 

Financial Reporting 
Management is responsible for the accompanying consolidated financial statements and all other information in this Annual 
Report. The consolidated financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles and necessarily include amounts that reflect management's judgment and best estimates. Financial 
information contained elsewhere in this Annual Report is consistent with the consolidated financial statements. 

PricewaterhouseCoopers LLP, independent auditors appointed by the shareholders of the Company, conducts an exam- 
ination of the consolidated financial statements in accordance with Canadian generally accepted auditing standards. 

The Board of Directors and its committees are responsible for all aspects related to governance of the Company. The Audit, 
Finance & Risk Committee of the Board, composed of directors who are unrelated and independent, has a specific responsibility 
to oversee management's efforts to fulfil its responsibilities for financial reporting and internal controls related thereto. The 
Committee meets with management, internal auditors and independent auditors to review the consolidated financial statements 
and the internal controls as they relate to financial reporting. The Audit, Finance & Risk Committee reports its findings to the 
Board for its consideration in approving the consolidated financial statements for issuance to the shareholders. 

Internal Control over Financial Reporting 
Management is also responsible for establishing and maintaining adequate internal control over financial reporting. The 
Company's internal control over financial reporting includes policies and procedures that: 

I Pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect transactions and dispositions 

I Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements 

I Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition 

of assets of the Company; 

in accordance with generally accepted accounting principles; and 

of the Company's assets that could have a material effect on the financial statements. 

Management assessed the effectiveness of the Company's internal control over financial reporting as of December 31, 
2006, based on the framework established in Internal Control - Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO). Based on this assessment, management concluded that 
the Company maintained effective internal control over financial reporting as of December 31, 2006. 

Management's assessment of the effectiveness of the Company's internal control over financial reporting as of December 
31, 2006 has been audited by PricewaterhouseCoopers LLP, as required by the Sarbanes-Oxley Act, as stated in their 
report included herein. 

Patrick D. Daniel 
President & Chief Executive Officer 

February 21,2007 

Stephen J. Wuori 
Executive Vice President & Chief Financial Officer 
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Auditors' Report 

To the Shareholders of Enbridge Inc. 
We have completed an integrated audit of the consolidated financial statements and internal control over financial reporting 
of Enbridge Inc. as of December 31,2006 and audits of its 2005 and 2004 consolidated financial statements. Our opinions, 
based on our audits, are presented below. 

Consolidated Financial Statements 
We have audited the accompanying consolidated statements of financial position of Enbridge Inc. as at December 31, 
2006 and 2005, and the related consolidated statements of earnings, retained earnings and cash flows for each of the 
three years in the period ended December 31, 2006. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audit of the Company's financial statements as at December 31, 2006 and for the year then ended in 
accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting 
Oversight Board (United States). We conducted our audits of the Company's financial statements as at December 31,2005 
and 2004 and for each of the two years in the period ended December 31, 2005 in accordance with Canadian generally 
accepted auditing standards. Those standards require that we plan and perform an audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit of financial statements includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. A financial 
statement audit also includes assessing the accounting principles used and significant estimates made by management, 
and evaluating the overall financial statement presentation. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial 
position of the Company as at December 31,2006 and 2005 and the results of its operations and its cash flows for each of 
the three years in the period ended December 31,2006 in accordance with Canadian generally accepted accounting principles. 

Internal Control over Financial Reporting 
We have also audited management's assessment, included in the accompanying Management's Report on Internal Control 
Over Financial Reporting. that the Company maintained effective internal control over financial reporting as of December 
31,2006, based on criteria established in lnternal Control- Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO). The Company's management is responsible for maintaining effective 
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting. 
Our responsibility is to express an opinion on management's assessment and on the effectiveness of the Company's internal 
control over financial reporting based on our audit. 

We conducted our audit of internal control over financial reporting in accordance with the standards of the Public Company 
Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether effective internal control over financial reporting was maintained in all material 
respects. An audit of internal control over financial reporting includes obtaining an understanding of internal control over 
financial reporting, evaluating management's assessment, testing and evaluating the design and operating effectiveness 
of internal control, and performing such other procedures as we consider necessary in the circumstances. We believe that 
our audit provides a reasonable basis for our opinion. 
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A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles. A company's internal control over financial reporting includes those policies and procedures 
that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary 
to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts 
and expenditures of the company are being made only in accordance with authorizations of management and directors of 
the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, 
use, or disposition of the company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

In our opinion, management's assessment that the Company maintained effective internal control over financial reporting 
as of December 31,2006 is fairly stated, in all material respects, based on criteria established in Internal Control- Integrated 
Frameworkissued by the COSO. Furthermore, in our opinion, the Company maintained, in all material respects, effective 
internal control over financial reporting as of December 31,2006 based on criteria established in Internal Control - Integrated 
Framework issued by the COSO. 

I I  P 
Chartered Accountants 
Calgary Alberta, Canada 

February 21,2007 
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Consolidated Statements of Earnings 

Energy services 284.9 

(millions of Canadian dollan. except per share amounts) 

Year ended December 31, 2006 2005 2004 
Revenues I 

321.5 265.7 

Commodity sales 
TransDorlation 

Depreciation and amortization 587.4 
9,4 9 6.2 
1,148.3 

6,193.5 5,826.3 
8‘264’5 2.095.1 ~ 1.938.1 1,695.8 

575.3 525.0 
7,361.3 6,724.3 
1,091.8 1,063.5 

180.3 
107.8 

- 

Expenses 
Commodity costs 
Operating and administrative 

11 6.8 160.3 
142.4 123.9 

- 121.5 

7,824.6 5,728.4 5,184.3 
1,084.2 1,057.6 1,015.0 

Diluted Earnings Per Common Share ( ~ o t e  15) 1.79 1.63 1.91 

Income from Equity Investments 
Other Investment Income (Note m) 
Gain on Disposal of Investment in AltaGas Income Trust (NOIS 5) 

Retained Earnings at Beginning of Year 2,098.2 
Earnings Applicable to Common Shareholders 615.4 
Common Share Dividends (403.1) 

12.2 Dividends Paid to Reciprocal Shareholder 
Dividend Reclassification Adjustment (N& 8) - 

Retained Earnings at End of Year 2,3 2 2.7 

1,640.9 1,511.4 
556.0 645.3 
(361.1) (315.8) 

11.2 - 
51.2 - 

2,096.2 1,840.9 

Non-Controlling Interests 

Dividends Paid Per Common Share 1.15 

Income Taxes (Note is) 

Earnings 

1.04 0.92 

(539.2) (525.3) d 811.6 963.9 
(27.6) (22.5) i 

(54.7) 
814.6 784.2 941.4 

(192.3) 1 (221.3) 562,9 (289.2) 
622.3 652.2 

Preferred Share Dividends (6.9) 1 (6.9) (6.9) 
Earnings Applicable to Common Shareholders 615.4 1 556.0 645.3 

I 

Consolidated Statements of Retained Earnings 

The accompanying notes are an lntegralpafl of these consoiidsted fimnci~Istatements. 
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Consolidated Statements of Cash Flows 

(mlllims of Canadian dollars) 

Year ended December 31, 
Cash Provided By Operating Activities 

Earnings 
Depreciation and amortization 
Equity earnings less thanl(in excess of) cash distributions 
Gain on reduction of ownership interest 
Gain on disposal of investment in AltaGas Income Trust 
Future income taxes 
Other 

Changes in operating assets and liabilities (Mote 21) 

Investing Activities 

2006 _____ 

622.3 
587.4 
(54.21 - 

- 
(21 .O) 
36.5 

126.7 
1,297.7 

~ 

Acquisitions (Mole 5) (101.41 
Long-term investments (362.31 
Additions to property, plant and equipment (1,185.3) 

Affiliate loans 28.0 
Change in construction payable 41.0 

(1,580.0: 

Disposal of investment in AltaGas Income Trust (Note 5) - 

Financing Activities 
Net change in short-term borrowings and short-term debt 
Net change in non-recourse credit facilities 
Long-term debt issues 
Long-term debt repayments 
Non-recourse long-term debt issues 
Non-recourse long-term debt repayments 
(Distributions to)/contributions from non-controlling interests 
Preferred securities redeemed 
Common shares issued 
Preferred share dividends 
Common share dividends 

(78.7) 
57.7 

1,125.0 
(400.0) 

2.8 
(60.5) 
(31.3) 

63.1 
(6.9) 

(403.1) 

- 

268.1 
(14.2) 
153.9 
139.7 

(Decrease)/lncrease in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

The accompanying notes am an integral pa!i of lhese Consolldated financial Statemenk. 

2005 2004 

562.9 652.2 
575.3 525.0 
63.3 (39.2) 

(29.0) (29.6) 
- (1 21.5) 

108.1 12.7 
20.3 28.2 

(353.9) (141.1) 
947.0 886.7 

(88.6) (833.9) 
(89.9) (16.6) 

(724.1) (496.4) 
- 346.7 

0.7 - 
25.4 0.5 

(876.5) (999.7) 

(125.1) 738.0 
11.0 - 

1,020.1 500.0 
(536.9) (450.0) 

(85.1) (42.9) 

- (350.0) 
53.7 44.4 
(6.9) (6.9) 

- 6.8 

1.4 (2.4) 

(361.1) (315.8) 
(22.1) 11 4.4 
48.4 1.4 

105.5 104.1 
153.9 105.5 
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Consolidated Statements of Financial Position 

(miiiiom of Canadian dollaars) 

December 31, 

Assets 
Current Assets 

Cash and cash equivalents 
Accounts receivable and other 
Inventory 

Property, Plant and Equipment, net (Note 6) 
Long-Term Investments (Note 8) 
Receivable from Affiliate [Note zz) 
Deferred Amounts and Other Assets (Note 9j 

Intangible Assets (Note io) 

Goodwill (Nole i i )  

Future Income Taxes (Note is) 

2006 

139.7 
2,045.6 

868.9 
3,054.2 

11,264.7 
2,299.4 

924.5 
241.5 
394.9 
200.1 

- 

Liabilities and Shareholders' Equity 
Current Liabilities 

Short-term borrowings 
Accounts payable and other 
Interest payable 
Current maturities and short-term debt (Note 1ZJ 

807.9 

95.1 
537.0 

1,727.a 

Current maturities of non-recourse debt (Note 13) 60.1 
3.223.9 

Long-Term Debt (Note izj 7,054.0 
Non-Recourse Long-Term Debt (Note 13) 1,622.0 

Future Income Taxes (Note is) 1,062.5 
Non-Controlling Interests (Note 14) 715.2 

Other Long-Term Liabilities 91.1 

i3,76a.7 

Shareholders' Equity 
Share capital 

Preferred shares (Note 15) 

Common shares (Note 15) 

Contributed surplus (Note 16) 

Retained earnings 
Foreign currency translation adjustment 

125.0 
2,416.1 

18.3 
2,322.7 
(135.8: 

Reciprocal shareholding (Note 6j (135.7: 
4,610.6 

Commitments and Contingencies (~oteZ3j 

18,379.3 

The accompanying notes are en integmi pan of these consolidated financial statements. 

Approved by the Board: &L-p-> & k L  
David A. Arledge 
Chair Director 

Robert W. Martin 

2005 

153.9 
1,900.3 
1,021.4 
3,075.6 

10,510.1 
1,842.8 

177.0 
850.7 
252.6 
367.2 
134.9 

17,210.9 

1,074.8 
1,624.8 

81.7 
401.2 

68.2 
3,250.7 
6,279.1 
1,619.9 

91.7 
1,009.0 

691 .O 
12,941.4 

125.0 
2,343.8 

10.0 
2,098.2 
(171.8) 

4,269.5 
(135.7) 

17,210.9 

2 0 0 6  A n n u a l  R e p o r t  c o n s o l i d a t e d  S t a t e m e n t s  o f  F i n a n c i a l  P o s i t i o n  81 



Notes to the Consolidated Financia Statements 

Enbridge Inc. (Enbridge or the Company) is one of North America's largest energy transportation and distribution companies. 
Enbridge conducts its business through five operating segments: Liquids Pipelines, Gas Pipelines, Sponsored Investments, 
Gas Distribution and Services, and International. These operating segments are strategic business units established by 
senior management to facilitate the achievement of the Company's long-term objectives, to aid in resource allocation 
decisions and to assess operational performance. 

Liquids Pipelines 
Liquids Pipelines includes the operation of the Canadian common carrier pipeline and feeder pipelines that transport crude 
oil and other liquid hydrocarbons. 

Gas Pipelines 
Gas Pipelines consists of proportionately consolidated investments in natural gas pipelines including the US. portion of the 
Alliance Pipeline, Vector Pipeline and transmission and gathering pipelines in the Gulf of Mexico. 

Sponsored Investments 
Sponsored Investments consists of the Company's investments in Enbridge Energy Partners, L.P. (EEP), Enbridge Energy 
Management, L.L.C. (EEM), a 17.2% owned subsidiary which owns 100% of EEPs i-units, (collectively, the Partnership) 
and Enbridge Income Fund (EIF). The Partnership transports crude oil and other liquid hydrocarbons through common 
carrier and feeder pipelines and transports, gathers, processes and markets natural gas and natural gas liquids. EIF is a 
publicly traded income fund whose primary operations include a 50% interest in the Canadian portion of the Alliance Pipeline 
and a Crude oil and liquids pipeline and gathering system. 

Gas Distribution and Services 
Gas Distribution and Services consists of gas utility operations which serve residential, commercial, industrial and 
transportation customers, primarily in central and eastern Ontario. It also includes natural gas distribution activities in 
Quebec, New Brunswick and New York State, and the Company's proportionately consolidated investment in Aux Sable, a 
natural gas fractionation and extraction business. 

The Company's commodity marketing businesses are also included in Gas Distribution and Sewices. These businesses 
manage the Company's volume commitments on Alliance and Vector Pipelines as well as offer commodity storage, transport, 
and supply management sewices. 

International 
The Company's International business consists of investments in energy delivery businesses, Compafiia Logistica de 
Hidrocarburos CLH, S.A. (CLH) in Spain and Oleoducto Central, S.A. (OCENSA) in Colombia. 

1 .  S U M M A R Y  O F  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  

The consolidated financial statements of the Company are prepared in accordance with Canadian generally accepted 
accounting principles (Canadian GAAP). These accounting principles are different in some respects from United States 
generally accepted accounting principles (US. GAAP) and the significant differences that impact the Company's financial 
statements are described in Note 26. Amounts are stated in Canadian dollars unless otherwise noted. 

The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates and 
assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, as well as the disclosure of 
contingent assets and liabilities in the financial statements. Actual results could differ from these estimates. 

Basis of Presentation 
The consolidated financial statements include the accounts of Enbridge Inc., its subsidiaries and its proportionate share of 
the accounts of joint ventures. EIF is consolidated in the accounts of the Company as it is a variable interest entity. The 
Company is the primary beneficialy of €IF through a combination of a 41.9% equity interest and a preferred unit investment. 
Investments in entities which are not subsidiaries or joint ventures, but over which the Company exercises significant 
influence, are accounted for using the equity method. Other investments are accounted for using the cost method. 
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The Company's gas distribution activities within Gas Distribution and Services are conducted primarily through a wholly- 
owned subsidiary, Enbridge Gas Distribution Inc. (EGD). In 2004, EGD changed its fiscal year end to December 31 from 
September 30, and accordingly, the Company's financial statements for the year ended December 31, 2004 include 15 
months of results for EGD and other gas distribution subsidiaries. 

Regulation 
Cehsin of the Company's Liquids Pipelines, Gas Pipelines, and Gas Distribution and Services businesses are subject to 
regulation by various authorities, including but not limited to, the National Energy Board (NEB), the Federal Energy Regulatoly 
Commission (FERC), the Alberta Energy and Utilities Board (AEUB) and the Ontario Energy Board (OEB). Regulatory bodies 
exercise statutory authority over matters such as construction, rates and ratemaking, and agreements with customers. To 
recognize the economic effects of the actions of the regulator, the timing of recognition of cettain revenues and expenses in these 
operations may differ from that otherwise expected under generally accepted accounting principles for non rate-regulated entities. 

Revenue Recognition 
Generally, revenues are recorded when products have been delivered or services have been performed. However, certain 
operations are subject to regulation and, accordingly, there are circumstances where revenues recognized do not match the 
cash tolls or the billed amounts, resulting in the recognition of regulatory assets and liabilities. 

For the rate-regulated portion of the Company's main Canadian CNde oil pipeline system, revenue is recognized in a manner 
that is consistent with the underlying agreements as approved by the NEB. Certain Liquids Pipelines revenues are 
recognized under the terms of a committed thirty-year delivery contract rather than the cash tolls received. 

For rate-regulated operations in Gas Pipelines and Sponsored Investments, transpoltation revenues include amounts related 
to expenses recognized in the financial statements that are expected to be recovered from shippers in future tolls. Revenue 
is not recognized in a given period for tolls received that do not relate to current period expenses. Differences between the 
recorded transportation revenue and actual toll receipts give rise to receivable or payable balances. 

A significant portion of Gas Distribution and Services operations are subject to rate-regulation. Revenue is recognized in a 
manner that is consistent with the underlying rate-setting mechanism as mandated by the regulator. Gas distribution 
revenues are recorded on the basis of regular meter readings and estimates of customer usage from the last meter reading 
to the end of the reporting period. 

Income Taxes 
For non-regulated operations, the liability method of accounting for income taxes is followed. Future income tax assets and 
liabilities are recorded based on temporary differences between the tax bases of assets and liabilities and their carrying 
values for accounting purposes. Future income tax assets and liabilities are measured using the tax rate that is expected 
to apply when the temporary differences reverse. 

The regulated activities of the Company recover income tax expense based on the taxes payable method when prescribed 
by regulators or in ratemaking agreemenis that are subject to regulatory approval. Therefore, rates do not include the 
recovery of future income taxes related to temporary differences. The Company expects that all unrecorded future income 
taxes will be recovered in rates when they become payable. 

Foreign Currency Translation 
The Company's US. dollar operations are primarily self-sustaining except for celtain financing and investing operations. The 
Company also holds a self-sustaining Euro equity investment in a foreign operation in Spain. 

The self-sustaining operations are translated into Canadian dollars using the current rate method. Under this method, 
assets and liabilities are translated using period-end exchange rates, with revenues and expenses translated using average 
rates for the period. Gains and losses arising on translation of these operations are included in the foreign currency 
translation adiustment. 
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1 .  S U M M A R Y  O F  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( c o n t i n u e d )  

Certain financing and investing operations are integrated with those of the parent company and are translated into Canadian 
dollars using the temporal method. Under this method, monetary assets and liabilities denominated in foreign currencies 
are translated at exchange rates in effect at the balance sheet date. Non-monetary assets and liabilities denominated in 
foreign currencies are translated at exchange rates in effect on the dates the assets were acquired or liabilities were incurred. 
Revenues and expenses are translated at exchange rates prevailing on the transaction dates and gains and losses on 
translation are reflected in income when incurred. 

Cash and Cash Equivalents 
Cash and cash equivalents are recorded at cost and include short-term deposits with a term to maturity of three months or 
less when purchased. 

Inventory 
Inventory is primarily comprised of natural gas in storage, held in EGD. Natural gas in storage is recorded at the quarterly 
prices approved by the OEB in the determination of customer sales rates, adjusted for price risk management activities. The 
actual price of gas purchased may differ from the OEB approved price. The difference between the approved price and the 
actual cost of the gas purchased is deferred for future refund or collection as approved by the OEB. Other inventory, 
consisting primarily of commodities held in storage is recorded at the lower of cost and net realizable value. 

Property, Plant and Equipment 
Expenditures for project development, construction, expansion, major renewals and betterments are capitalized: 
maintenance and repair costs are expensed as incurred. The Company capitalizes interest incurred during construction, and 
if approved, an allowance for equity funds used during construction for regulatory assets, at rates authorized by the 
regulatory authorities. Depreciation of propem, plant and equipment is generally provided on a straight-line basis over the 
estimated sewice lives of the assets commencing when the asset is placed in service. 

Deferred Amounts and Other Assets 
Deferred amounts and other assets include costs which regulatory authorities have permitted or are expected to permit to 
be recovered through future rates, contractual receivables under the terms of long-term delivery contracts, and hedging 
costs. Deferred financing costs are amortized over the terms of the related debt. Other deferred charges are amortized on 
a straight-line basis over various periods depending on the nature of the charges. 

Intangibles 
Intangibles consist primarily of acquired long-term transportation contracts which are amortized on a straight-line basis over 
the expected lives of the contracts. 

Goodwill 
Goodwill represents the excess of the purchase price over the fair value of net identifiable assets upon acquisition of a 
business. Goodwill is not subject to amortization but is tested for impairment with a cash flow analysis, at least annually, and 
written down to fair value if impairment occurs. 

Asset Retirement Obligations 
The fair value of asset retirement obligations (AROs) associated with the retirement of long-lived assets are recognized as long- 
term liabilities in the period when they can be reasonably determined. The fair value approximates the cost a third paw would 
charge in performing the tasks necessary to retire such assets and is recognized at the present value of expected future cash 
flows. AROs are added to the carrying value of the associated asset and depreciated over the asset's useful life. The 
corresponding liability is accreted over time through charges to earnings and is reduced by actual costs of decommissioning 
and reclamation. The Company's estimates of retirement costs could change as a result of changes in cost estimates and 
regulatory requirements. 

For certain of the Company's assets it is not possible to make a reasonable estimate of AROs due to the indeterminate timing 
and scope of the asset retirements. 
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Depreciation expense for Gas Distribution and Services operations includes a provision for asset retirement Obligations at 
rates approved by the regulator. Actual costs incurred are charged to accumulated depreciation. 

Derivative Financial Instruments 
The Company uses derivative financial instruments and foreign currency denominated debt to hedge currency risk related 
to net investments in foreign operations, These financial instruments are recognized in the financial statements of the 
Company at fair value and gains and losses are included in the foreign currency translation adjustment in shareholders' 
equity. Changes in the carrying amount related to exchange rate movements of foreign denominated debt designated as 
net investment hedges are also included In the foreign currency translation adjustment. 

The Company applies settlement accounting to other derivative financial instruments. Under this method, gains and losses on 
derivative instruments that qualify for hedge amounting are not recorded until they are realized. Amounts received or paid 
related to derivative financial instruments used to hedge energy commodities prices are recognized as part of the cost of the 
underlying transaction on settlement. For other derivative financial instruments used to hedge interest costs or foreign exchange 
changes, amounts received or paid, including any gains and losses realized upon setrlement, are recognized over the term of 
the hedged item. The notional amounts are not recorded as they do not represent amounts exchanged by the counterparties. 

If a derivative instrument designated as a hedge ceases to be effective or is terminated, hedge accounting is discontinued 
and the gain or loss at that date is deferred and recognized concurrently with the related transaction. Subsequent gains and 
losses from the derivative instrument are recognized in earnings in the period they occur. If the anticipated transaction is 
no longer probable, the gain or loss is recognized immediately in earnings. 

Post-Employment Benefits 
The Company maintains pension plans which provide defined benefit and defined contribution pension benefits. Pension 
costs and obligations for the defined benefit pension plans are determined using the projected benefit method and are 
charged to earnings as services are rendered, except for the regulated operations of Gas Distribution and Services, where 
contributions made to the plan are expensed as paid, consistent with the recovery of such costs in rates. For the defined 
contribution plans, contributions made by the Company are expensed. 

Pension plan assets are measured at fair value. The expected return on pension pian assets is determined using market 
related values. Market related values have been calculated using the fair value method. Adjustments arising from plan 
amendments and the transitional amounts recognized upon adoption of the accounting standard are amortized on a 
straight-line basis over the average remaining service period of the employees active at the date of amendment or 
transition. The excess of the net actuarial gain or loss over ten per cent of the greater of the benefit obligation and the fair 
value of plan assets is amortized over the average remaining service period of the active employees. 

The Company also provides post-employment benefits other than pensions, including group health care and life insurance 
benefits for eligible retirees, their spouses and qualified dependants. The cost of such benefits is accrued during the years 
employees render service, except for the regulated operations of Gas Distribution and Services where the cost of providing 
these benefits is expensed as paid, consistent with the recovery of such costs in rates. 

The measurement date used to determine the plan assets and the accrued benefit obligation was September 30, 2006. 

Stock Based Compensation 
Stock options granted after January 1, 2003 are recorded using the fair value method. Under this method, compensation 
expense is measured at fair value at the grant date using the Black-Scholes option pricing model and recognized on a 
straight-line basis over the shorter of the vesting period or the period to early retirement eligibility with a corresponding 
credit to contributed surplus. Balances in contributed surplus are transferred to share capital when the options are exercised. 
Stock options granted prior to January 1, 2003 do not result in the recognition of compensation expense and continue to 
be accounted for as capital transactions when the options are exercised. 
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1 .  S U M M A R Y  O F  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S  ( c o n t i n u e d )  

Performance Stock Units (PSUs) and Restricted Stock Units (RSUs) vest at the completion of a three-year term and are 
settled in cash. During the term, a liability and expense are recorded based on the number of units outstanding and the 
current market price of the Company's shares. The value of PSU's is also dependent on the Company's current performance 
relative to a specified peer group. 

Comparative Amounts 
Certain comparative amounts have been reclassified to conform with the current year's financial statement presentation. 

2 .  C H A N G E S  I N  A C C O U N T I N G  P O L I C I E S  

New Accounting Standards 
Financial Instruments, Hedging Relationships and Other Comprehensive Income 
New accounting standards will be in effect January 1,2007 for hedge accounting, recognition and measurement of financial 
instruments and disclosure of comprehensive income. The adoption of these standards will result in the recognition of 
financial instruments and hedging relationships principally consistent with similar requirements in the United States, as 
currently reflected in the Company's United States Accounting Principles note. 

The Company will recognize other comprehensive income in a separate financial statement and include accumulated other 
comprehensive income as a component of shareholders' equity. To the extent economic hedges do not qualify for hedge 
accounting, are ineffective, or are not documented as hedges in accordance with the new standards, gains and losses and 
any ineffectiveness will be charged to current period earnings. 

If the Company were to adopt the standards at December 31,2006, a payable to counterpalties of $44.8 million, a due from 
ratepayers of $26.6 million, accumulated other comprehensive income of $30.6 million, a future tax liability of $16.6 million, 
and a charge to retained earning of $66.1 million would be recognized in the financial statements. 

3 .  F I N A N C I A L  S T A T E M E N T  E F F E C T S  O F  R A T E  R E G U L A T I O N  

General Information on Rate Regulation and its Economic Effects 
A number of businesses within the Company are subject to regulation where regulators exercise statutory authority over 
matters such as construction, operation, rates and ratemaking agreements with customers. The Company's significant 
regulated businesses and related accounting impacts are described below: 

Enbridge System 
The primary business activities of the Enbridge System are subject to regulation by the NEB. Tolls are set based on 
agreements with customers and are filed with the NEB for approval. In 2005, Enbridge and the Canadian Association of 
Petroleum Producers (CAPP) approved an incentive tolling settlement (ITS). The ITS is effective from Janualy 1, 2005 to 
December 31,2009 and defines the methodology for calculation of toils and the revenue requirement on the core component 
of the Enbridge System in Canada. Toll adjustments, for variances from requirements defined in the ITS, are filed annually 
with the regulator for approval. 

Athabasca Pipeline 
The Athabasca Pipeline is regulated by the AEUB. Tolls are established based on long-term transportation agreements with 
individual shippers and taxes are recorded using the taxes payable method. 

Vector Pipeline 
Vector Pipeline is an interstate natural gas pipeline with a FERC approved tariff establishing rates, terms and conditions 
governing its setvice to customers. Rates are determined using a cost of setvice methodology. Tariff changes may only be 
implemented upon approval by the FEW. Tolls include a return on equity component of 12.96% (2005 - 2.96%) before tax. 
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Alliance Pipeline 
The US portion of the Alliance Pipeline (Alliance) is regulated by the FERC and the Canadian portion of the pipeline is 
regulated by the NEB. Shippers on Alliance entered into 15-year transportation contracts expiring in December 2015, with 
a cost of service toll methodology. Toll adjustments are filed annually with the regulator. The tolls include a return on equity 
component of 10.85% (2005 - 10.85%) after tax for the US portion and 11.25% (2005 - 11.25%) after tax for the Canadian 
portion. Alliance tolls are based on a deemed 70% debt and 30% equity structure. 

Enbridge Gas Distribution 
EGDs gas distribution operations are regulated by the OEB. EGDs rates are set under a cost of service methodology with 
revenues charged to recover EGDs forecast costs and to earn a rate of return on common equity. Applications for changes 
to rates are made annually and are submitted for approval by the OEB. 

Forecast costs include gas commodity and transportation, operation and maintenance, depreciation, municipal taxes, 
interest and income taxes. The rate base is the average investment of permitted assets used in gas distribution, storage 
and transmission and an allowance for working capital. EGDs 2006 approved rate of return on the rate base was 7.74% 
(2005 - 8.10%) after tax, and the approved rate of return on common equity was 8.74% (2005 - 9.57%) after tax based 
on a 35% deemed common equity. 

Enbridge Gas New Brunswick 
Enbridge Gas New Brunswick (EGNB) is regulated by the New Brunswick Board of Commissioners of Public Utilities Board 
(PUB) and follows a cost of sewice tolling methodology. An application for rate adjustments is tiled annually for PUB approval. 
EGNBs rate of return on the rate base was 9.78% (2005 - 9.46%) before tax and the approved rate of return on equity was 
13% (2005 - 13%) before tax, based on equity which is capped at 50%. 

Regulatory Risk and Uncertainties Affecting Recovery or Settlement 
The recognition of regulatory assets and liabilities is based on the actions, or an expectation of the future actions, of the 
regulator. To the extent that the regulator's actions differ from the Company's expectations, the timing and amount of recovery 
or settlement of regulatory balances could differ significantly from those recorded. 

Financial Statement Effects 
To recognize the actions or expected actions of the regulator, the timing and recognition of certain revenues and expenses 
may differ from that otherwise expected for non rate-regulated entities. 

Regulatory assets represent amounts that are expected to be recovered from customew in future periods through rates. 
Regulatory liabilities represent amounts that are expected to be refunded to customers in future periods through rates. In 
the absence of rate regulation, GAAP would not permit the recognition of regulatory assets or liabilities and the earnings 
impact would be recorded in the period the expenses are incurred or revenues are earned. Long-term regulatory assets are 
recorded in Deferred Amounts and Other Assets whereas current regulatory assets are recorded in Accounts Receivable 
and Other. Regulatory liabilities are remrded in Accounts Payable and Other. 
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3 .  F I N A N C I A L  S T A T E M E N T  E F F E C T S  O F  R A T E  R E G U L A T I O N  
( c o n t i n u e d )  

Accounting for rate-regulated entities has resulted in recording the following regulatory assets and liabilities: 

(mlllhns of dollars) 

December 31, 

Regulatory Assets/(Liabilities) 
Liquids Pipelines 

Gas Pipelines 
Enbridge system tolling deferrals 2 

Deferred transportation revenue 3 

Transportation revenue adjustment 4 

Deferred transportation revenue 3 

EGNB regulatory deferral 5 
Deferred taxes recoverable 6 

Class action lawsuit settlement7 
Gas distribution access rule8 
Ontario hearing cost 9 

Purchased gas variance 10 

Unaccounted for gas variance 11 

Deferred rebates 12 

Sponsored Investments 

Gas Distribution and Services 

2006 

~ 

166.2 

203.8 
9.3 

47.4 

101 .8 
6.0 ~ 

8.4 
9.2 

(1 27.4) 
(11.7) 
(2.0) 

22.0 ~ 

Estimated 
Settlement Earnings Impact 

2005 Period (years) 2006 2005 

172.3 

187.6 
11.7 

30.0 

82.7 
14.0 
0.8 
0.4 

11.9 
28.1 
3.0 

(11.6) 

1 

17-19 
1 

19 

34 
1 
2 
2 
2 
1 
1 
1 

(6.1) 

9.8 
(1.4) 

7.3 

12.4 

13.5 
5.1 

- 

(1.7) 
(99.3) 
(9.4) 
- . .  . .  - Transactional services deferral 13 (7.5) I (13.1) 1 

21.3 

14.6 
(0.3) 

0.1 

14.4 
- 
- 

0.3 
2.5 

49.2 
23.2 

- 
- 

hislorically been required lo refund Ihe amounl to ratepayers In the loflowlng year. 
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Other Items Affected by Rate Regulation 
Future Income Taxes 
The regulated operations of the Company recover tax expense using the taxes payable method when prescribed by regulators 
for ratemaking purposes or when stipulated in ratemaking agreements. Therefore, rates do not include the recovery of future 
income taxes related to temporaly differences. Consequently, the Company does not record future income taxes for regulated 
activities as the Company expects that all future income taxes will be recovered in rates when they become payable. GAAP 
requires the recognition of future income tax liabilities and future income tax assets in the absence of rate regulation. In the 
absence of rate regulation, future income taxes liabilities of $584.0 million (2005 -56541 million) associated with celtain assets, 
primarily property, plant and equipment, would be recorded. 

Net future income tax liabilities of $32.9 million (2005 - $77.8 million) are recorded and relate to certain regulatory deferral 
accounts identified above. Accumulated unrecorded future income tax assets of $64.7 million (2005 - $71.9 million) relate 
to the remaining regulatory deferral accounts identified above. In the absence of rate regulation, regulatory deferrals would 
not be recorded nor would the associated future income tax liabilities. As a result of these tax impacts, earnings during the 
year would increase by 565.0 million (2005 -decrease $10.0 million). 

Allowance For Funds Used During Construction (AFUDC) and Other Capitalized Costs 
AFUDC is included in the cost of property, plant and equipment and is depreciated over future periods as part of the total 
cost of the related asset. AFUDC includes both an interest component and, if approved by the regulator, a cost of equity 
component. In the absence of rate regulation, GAAP would permit the capitalization of only the interest component. 
Therefore, the capitalized equity component, the corresponding earnings during the construction phase, and the subsequent 
depreciation would not be recognized. 

Certain regulators prescribe the pool method where similar assets with comparable useful lives are grouped and depreciated 
as a pool. When those assets are retired or otherwise disposed of, gains and losses are not reflected in income, but are 
booked as an adjustment to accumulated depreciation. Entities not subject to rate regulation write off the net book value of 
the retired asset and include any resulting gain or loss in earnings. With the pool method, it is not possible to identify the 
carrying value of the equity component of AFUDC or its effect on depreciation. Similarly, gains or losses on the retirement 
of specific fixed assets in any given year cannot be identified or quantified. 

Operating Cost Capitalization 
With the approval of the regulator, EGD capitalizes a percentage of certain operating costs into the rate base. EGD is 
authorized to charge depreciation and earn a return on the net book value of such capitalized costs in future years. In the 
absence of accounting for the effects of rate regulation, such costs would be charged to current earnings. 

EGD entered into a consulting contract relating to asset management initiatives. The majority of the costs are being 
capitalized to gas mains in accordance with regulatory approval. At December 31, 2006, $66.4 million (2005 - $48.1 million) 
was included in gas mains, which are depreciated over the average service life of 25 years. In the absence of accounting 
for the effects of rate regulation, the majority of these costs would be charged to current earnings. 

Pension Plans 
Contributions made to the defined benefit pension plan for the regulated operations of Gas Distribution and Services are 
expensed as paid, consistent with the recovery of such costs in rates. GAAP requires pension costs and obligations for 
defined benefit pension plans to be determined using the projected benefit method and charged to earnings as services are 
rendered. Had pension costs and obligations been recognized, the net pension asset would have increased by $157.1 million 
at December 31, 2006 (2005 - 5191.8 million) and earnings would have decreased by 50.5 million (2005 - 50.9 million). 

Post-Employment Benefits Other than Pensions 
The cost of providing post-employment benefits other than pensions (OPEB )for the regulated operations of Gas Distribution 
and Services is expensed when paid, consistent with the recovery of such costs in rates. In the absence of accounting for 
the effects of rate regulation, the cost of such benefits is accrued during the years employees render service. Had these 
costs been accrued, the net OPEB liability would have increased by567.1 million (2005-560.2 million) and earnings would 
have decreased by 55.5 million (2005 - $4.0 million). 
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4 .  S E G M E N T E D  I N F O R M A T I O N  

Year ended December 31,2006 Gas 
Liquids Gas Sponsored Distflbution 

(millbns of MiamJ Pipelines Pipelines InveStmemS and SeMces International Corporate Consalidatsd 

Revenues 1,048.1 345.9 254.7 8,981.6 14.2 - 10,644.5 
Commodity costs - - - (7,824.6) - - (7,824.6) 
Operating and administrative (391.2) (96.0) (67.7) (485.8) (18.2) (25.3) (1,084.2) 

~ ~~ . .  ~~ 

Depreciation and amortization (153.4) (67.5) (71.9) (269.1 j (0.9) (4.6) (587.4) 
503.5 162.4 115.1 402.1 14.9) (29.9) 1,148.3 . ,  

Income from equity investments (0.2) - 111.5 17.0 52.2 '(0.2j .i80.3 

Non-controlling interest (1.6) - (48.0) (5.1) - - (54.7) 
Income taxes (128.3) (37.1) (34.7) (55.8) (9.3) 

Other investment income 3.2 9.2 2.9 17.6 45.2 29.5 107.8 
Interest and preferred share dividends (102.4) (73.3) (60.0) (197.8) - (140.5) (574.0) 

72.9 (192.3) 

common shareholders 274.2 61.2 86.8 178.2 83.2 (68.2) 615.4 
Earnings applicable to 

Year ended December 31,2005 Gas 
Liquids Gas Sponsored Distribution 

(millions of dollarsJ Pipelines Pipelines Investments and Services International Corporate Consolidated 

Revenues 881 .O 364.3 249.0 6,947.1 11.7 - 8,453.1 
Commodity costs - - - (5,728.4) - - (5,728.4) 
Operating and administrative (311.4) (95.5) (60.1) (549.3) (17.5) (23.8) (1,057.6) 

424.0 174.5 117.4 412.1 (7.0) (29.2) 1,091.8 
Income from equity investments 0.8 - 48.6 8.9 58.5 116.8 
Other investment income 0.4 5.9 27.3 30.6 39.7 38.5 142.4 
Interest and preferred share dividends (96.5) (81.9) (61 3 )  (176.8) - (127.1) (546.1) 
Non-controlling interest (2.1) - (21 2 )  (3.8) (0.5) - (27.6) 

Earnings applicable to 

Depreciation and amortization (145.6) (94.3) (71.5) (257.3) (1 4 (5.4) (575.3) 

Income taxes (97.5) (38.7) (45.5) (90.2) (3.3) 53.9 (221.3) 

common shareholders 229.1 59.8 64.8 178.8 87.4 (63.9) 558.0 
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