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REVIEW ENGAGEMENT REPORT

To the New Brunswick Energy and Utilities Board:

We have reviewed Enbridge Gas New Brunswick’s compliance with the Gas Distributors
Act 1999, and with subsequent New Brunswick Energy and Utilities Board orders, for the
preparation of their balance sheet for regulatory purposes as at December 31, 2007, and
the statement of income for regulatory purposes for the year then ended. Our review was
made in accordance with Canadian generally accepted standards for review engagements
and, accordingly, consisted primarily of enquiry, analytical procedures and discussion
related to information supplied to us by the company.

A review does not constitute an audit and, consequently, we do not express an audit
opinion on this matter.

Based on our review, nothing has come to our attention that causes us to believe that the

company is not in compliance with the Gas Distributors Act 1999 and subsequent Board
orders referred to above.
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Mr. Raymond Gorman, Q.C., Chairman
New Brunswick Energy and Utilities Board
Province of New Brunswick

15 Market Square, Suite 1400

Saint John, NB

E2L.4Y9

Dear Mr. Gorman,

Under date of March 4, 2008, Enbridge Gas New Brunswick Limited Partnership (the “Utility”
or “EGNB”) submitted to the New Brunswick Energy and Utilities Board (the “Board”) its
reguiatory financial information for the fiscal year ended December 31, 2007.

In accordance with your instructions, we have reviewed EGNB’s regulatory financial
information, and have prepared our Review Engagement Report thereon. In addition, we are
providing this letter which includes further explanatory comments and observations on the
information submitted.

Our review was conducted in accordance with section 8600 of the CICA Assurance Handbook
— Reviews of Compliance with Agreements and Regulations. We reviewed the underlying
transactions reported in the financial information and scrutinized such supporting data as we
considered necessary in the circumstances. We have obtained information and explanations
directly from EGNB to ensure consistent application of board rulings and the applicable
regulations. We have read the audited financial statements of EGNB for the year ended
December 31, 2007. We have reviewed the files prepared by the auditors in support of their
opinion on those financial statements.  Our procedures do not constitute an audit and we
express no audit opinion on the regulatory financial information provided.

The regulatory financial statements are attached to this report in Appendix A. All dollar
amounts in the financial information schedules are expressed in thousands of Canadian dollars.

Fredericton Pariners

Saint John Pariners
John H. Teed Andrew P. Logan Drl( Brian J. Saunders Ralph D. Gorman
Peter L. Logan c AN oA D A David H. Bradley John H. Landry

T.J. Smith




1. SUMMARY OF RESULTS

During 2007, the utility connected an additional 2,551 customers to its distribution system and
at year-end, 8,188 customers were reported as attached compared with 5,637 for 2006. The
- distribution of customers over the various service classes can be found in Appendix A,
supporting Note 5(a) on page 6 of 14.

The net income for the year, reported in the “Statement of income for regulatory purposes” on
page 2 of 14, entitled “Income (Loss) before regulatory deferral” was $1,966,000 (2006 — loss
of $4,333,000). This amount, netted against the “Regulated Return on Equity” reported as
$17,707,000 (2006 - $14,551,000), was transferred to the deferral account. The total increase in
the deferral account for the year amounted to $15,741,000. At December 31, 2007, EGNB has
reported the balance of its regulatory deferral at $117,909,000 (2006 - $102,168,000).

EGNB filed their financial information in the format ordered by the Board for 2007 consistent
with 2006. During the course of our review, we noted the following items which we highlight
for your consideration:

Rate Base income allocation

In prior years EGNB allocated regulatory income to the rate base using a monthly weighted
average percentage of unregulated earnings applied to the annual regulated results. For the
current year, this allocation methodology was changed. EGNB prepared quarterly regulatory
financial statements as required by the NBEUB. The allocation to rate base used the quarterly
regulated income statement results as opposed to the annual figure. We would assume that the
most accurate method would be a monthly determination of regulated net income added to the
rate base. EGNB’s approach using a quarterly figure is a move in the right direction and
appears to be a reasonable compromise in terms of time and effort.

Interest Expense

The total interest expense claimed by EGNB amounts to $9,219,000 (2006 - $7,413,000) and is
detailed in Appendix A, Note 8 on page 10 of 14. There are three components including
interest on long-term debt in the amount of $8,695,000 (2006 - $7,207,000), interest on short-
term debt of $501,000 (2006 - $172,000) and an allowance for funds used during construction
(debt component) of $23,000 (2006 - $34,000).

The long term debt component of total interest expense is determined by applying the
regulatory approved interest rate to rate base assets. Short-term debt interest represents interest
on short term borrowings from affiliated companies and operating lines frorn banks.

During our review, we discussed the inclusion of interest on short-term debt in total interest
expense. EGNB was able to effectively demonstrate to us that total rate base assets have not
been adequately financed by their capital structure with the difference being made up with
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short-term borrowings. This matter had previously been dealt with during the 2002 and 2003
review by the Board’s then consultant, Mr. James Easson, which concluded the appropriateness
of including short term debt interest. Our recent discussions led to the conclusion that a more
accurate representation of short term interest expense for regulatory purposes would be through
a revised calculation for the working capital provision currently included in rate base. It was
agreed that the current methodology does not give adequate consideration for short-term
borrowing requirernents. EGNB has indicated that they will be revising their methodology for
the 2008 fiscal year with the intention of providing a more accurate interest cost to finance rate
base assets. This new methodology will of course be reviewed as part of the 2008 annual

process.

II. STATEMENT OF INCOME FOR REGULATORY PURPOSES
(Appendix A, page 2 of 14)

The following paragraphs provide further éommentary and observations on certain information
contained in the Statement of Income for Regulatory purposes.

1. Revenue

Total revenues for the year were $22,285,000 (2006 - $14,124,000) an increase of $8,161,000.
"This result was achieved principally as a result of the additional connections in 2007.

Investment income of $235,000 (2006 - $120,000) is related to the short-term investment
included in rate base assets and interest earned on EGNB cash balance throughout the year.

The caption “Installation services” accumulates the sales and costs related to various customer
services such as sales and installation of appliances.” We reviewed these accounts with
management and noted no items that were unreasonable.

2. Operating and mainfenance expenses

The departmental detail of operating and maintenance expenses (O&M) is included in
Appendix A, Note 6 on page 8 of 14. Total O&M for the year amounted to $30,314,000 (2006
- $22,392,000). Certain O&M is capitalized and included in three categories:

¢ Plant Development includes costs that are primarily related to the construction of the
distribution system. These costs are capitalized to Property, Plant and Equipment;

* Industry Development includes costs that are primarily related to the development of
the industry. These costs are capitalized to Developmental O&M Capitalized Costs;

¢ Administration includes departmental costs that are in support of direct operations.
These costs are allocated to either Plant or Industry Development based on the nature of
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their relationship to either the distribution system or development of the industry.

Total O&M expenses capitalized in 2007 are summarized as follow:

2007 2006
Capitalized to Development O&M $21,445,000 $12,411,000
Capitalized to PPE 4,602,000 3,549,000
Total O&M Expenses Capitalized $26.047.000 $17.960.000

The methodology used in 2007 for allocating these costs is consistent with prior years and the
calculation of the allocated amounts were re-performed and found to be accurate.

The remaining $4,267,000 (2006 - $4,432,000) appears in the statement of income as
“Operating and maintenance expenses”. These expenses were discussed extensively with
management and supporting evidence was reviewed where we considered it to be necessary.
Based upon our review, no items were noted that were unusual or unreasonable from a

regulatory point of view.

3. Deemed capital taxes

Deemed capital taxes represent taxes that would have been assessed had the partnership been
taxed as a corporation. The amount calculated for 2007 was $595,000 (2006 - $384,000). The
taxes are calculated on the basis of the capital for regulatory purposes using the New Brunswick
large corporation tax rate of 0.20%. The Federal portion of capital taxes was eliminated in

2006.

The calculation of deemed capital taxes for 2007, detailed in Appendix A, Note 7, on page 9 of
14, is consistent with the prior year’s calculation methodology, and with the general provisions
of the Income Tax Act. Please note deemed capital taxes were adjusted in 2006 in the amount
of $210,000 as a result of incorrect federal tax rate used in 2004 and 2005.
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4. Amortization of property, plant and equipment

We reviewed the schedules supporting the continuity of property, plant and equipment, and
amortization thereof, and found them to be consistent with the accounting records of EGNB.

The utility charges a full year’s amortization on property, plant and equipment in service on
January 1 and a half year’s amortization on additions recorded during the year. This
methodology has been consistently applied and has been previously approved by the Board.

The total charge for amortization is $3,622,000 (2006 - $3,422,000). We reviewed the
amortization calculations for the year and found them to be without error and based on rates of
amortization previously approved by the Board.

5. Municipal and other taxes

The Utility is assessed taxes by the municipalities it serves based upon the dimensions and
length of pipe installed. For 2007, the various assessments totaled $816,000 (2006 - $699,000).

We reviewed the underlying property tax bills supporting the amounts expensed and found
them to be in agreement.

6. Interest expense

The total interest expense claimed by EGNB amounts to $9,219,000 (2006 - $7,413,000) and is
detailed in Appendix A, Note 8 on page 10 of 14.

EGNB has recorded as a component of total interest expense an allowance for funds used
during construction (debt component) of $23,000 (2006 - $34,000).

7. Amortization of deferred development costs

Amortization of deferred development costs totaled $1,558,000 (2006 - $1,945,000) and also
includes amortization of the franchise fee, deferred carrying costs and capitalized
developmental O&M costs.

The franchise fee is being amortized on a straight-line basis at $75,000 per year over its life of
twenty years as approved by the Board.

Deferred charges and related carrying costs were accumnulated to March 31, 2001 and have been
amortized over five years, commencing April 1, 2001 as previously directed by the board.
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EGNB charges a full year’s amortization on O&M Capitalized Costs in service at the beginning
of the fiscal year and for current year additions consistent with other capitalized Deferred
Charges. The amortization rate of 2.43% has been previously approved by the Board.

We reviewed the schedules supporting the continuity of O&M Capitalized Costs and found
them to be consistent with the accounting records of EGNB.

8. Regulatory return on equity (and Capital Structure for Regulatory Purposes)

The figures presented in Appendix A, Note 11, on page 12 of 14, represent the closing balances
of the two components of the capital structure as at December 31, 2007, adjusted where

necessary to comply with Board directives.

The debt to equity ratio accepted by the Board, (the “regulatory percentage”) limits the equity
. portion to a maximum of 50%. The actual capital structure of the Utility reported at December
31, 2007 is a debt to equity ratio of 49.66% to 50.34% and the average monthly debt to equity
ratio for 2007 was 46.55% to 53.45%. Since the average exceeded the regulatory limit, the debt
to equity ratio defaults to the 50/50 ratio as specified by the Board.

The total debt figure of $151,650,000 is detailed in Appendix A, Note 4 on page 5 of 14. We
have reviewed the calculation of the regulated cost of debt and conclude that the rate of 6.40%
is reasonable and computed in accordance with the Board’s directives.

The regulated return on equity is reported as $17,707,000 (2006 - $14,551,000) and is detailed
in Appendix A, Note 9 on page 10 of 14. This represents the return on the average balance of
the rate base assets computed using the equity portion of the debt to equity ratio at the Board
approved rate of return on equity of 13%. It also includes the equity component for the
allowance for funds used during construction (AEDC).

9. Regulatory deferral

This item represents the total increase in the deferral account for the year. It is composed of the
following items, which are explained above:

2007 2006
(Income) loss for the year $(1,966,000) $4,333,000
Equity return on rate base assets 17,707.600 14,551,000
Total increase in deferral account $15.741.000 $18.884.000
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I11. BALANCE SHEET FOR REGULATORY PURPOSES
(Appendix A, page 2 of 14)

The following paragraphs provide further commentéry and observations on certain information
contained in the Balance Sheet for Regulatory purposes.

1. Property, plant and equipment and Development O&M Capitalized Costs:

Property, plant and equipment represents a significant component of rate base with a closing net
book value of $118,027,000 (2006 - $101,460,000). The details of cost and accumulated
amortization of property, plant and equipment, by asset class, is included in Appendix A, Note
1 on Page 3 of 14.

Development O&M Capitalized Costs had a closing net book value of $59,469,000 (2006 -
$39,240,000).

We reviewed the detailed schedules supporting the continuity of property, plant and equipment,
and Development O&M Capitalized Costs and amortization thereof, and found them to be
consistent with the accounting records of EGNB. We relied upon the work performed by the
external auditors in verifying the amounts recorded as additions to property, plant and
equipment, and Development O&M Capitalized Costs including the calculations of capitalized
expenses and allowance for funds used during construction (AFUDC).

2. Deferred development costs
Deferred development costs are detailed in Appendix A, Note 2 on page 4 of 14.
Deferred carrying costs of $2,467,000 are represented by the following items:

» Costs in the amount of $903,000 incurred prior to the commencement of operations on
April 1, 2001. This balance was fully amortized in 2006.

e Offering costs of issuing limited partnership units in 2005 and 2007 in the amount of
$1,319,000 and $245,000 respectively. These costs are being amortized over a period of
five years as approved by the Board.

The remaining deferred development costs include the franchise fee of $1,500,000 paid to the
Province of New Brunswick upon the awarding of the General Franchise to Enbridge Inc. on
August 31, 1999. The franchise is for a twenty-year renewable term. The Board approved of
the amortization of the franchise over the initial term of the General Franchise Agreement of
twenty years. The amortization recorded in the year of $75,000 is for 12 months on a straight-
line basis, consistent with the preceding year.
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3. Regulatory deferral

The Board has approved the use of the deferral account to record the difference between the
Utility’s actual revenues and its regulated ¢ost of service. The amounts recorded in the deferral
account are to be deferred until the end of the “Development Period” at which time they will be
amortized to income. The Board has not specified the recovery period other than that it will
end no sooner than December 31, 2040.

The continuity of the deferral account reported for the year ended December 31, 2007, is as
follows:

Balance as reported at December 31, 2006 $102,168,000
Income for the year (1,966,000)
Regulatory return on equity 17.707.000
Balance calculated at December 31, 2007 $117.909.000

4. Short-term investmentis

A Firm Services Agreement (“FSA”) was entered into with Maritimes & Northeast Pipelines
(M&NP) in connection with the construction of two lateral pipelines and seven substations. A
condition of the FSA is that EGNB provide a deposit of approximately $3,000,000 which is
equivalent to approximately 12 months reservation charges on the M&NP pipeline. The
deposit is required to comply with the M&NP credit requirements. At December 31, 2007, the
deposit amounted to $3,088,000 (2006 - $2,965,000).

As the deposit is required to carry out regulatory business, it represents an acceptable asset to be
included in rate base. Interest earned on this deposit in the amount of $129,000 (2006 -
$124,000) was included in regulatory income.

IV. OTHER ITEMS
1. Detail of related party transactions

A summary of affiliate transactions is provided in Appendix A, Note 12, on page 13 of 14, by
departmental expense category. We have agreed this schedule with corporate records and we
are satistied that the details presented are complete and accurate. Note 12 provides a
comparison of “total affiliate consulting and services” charges to “total consulting services”.
For 2007, EGNB utilized affiliates for 38% of these services (2006 — 46%).

Commencing in 2003, services from the parent company, Enbridge Inc. were charged on a cost
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allocation method which resulted in charges being made on a cost basis rather than on a “cost-
plus” basis. In addition, management of EGNB was able to choose from a range of services
which it felt were specific to its needs. A related change arising from the cost allocation
approach is that the management fee, formerly charged to EGNB by its parent company, was
discontinued. This had no impact on the regulatory results as the fee was disallowed by Board
order for regulatory purposes. The method of determining charges in 2007 is consistent with

the four preceding years.

In addition to services provided by Enbridge Inc., EGNB is a party to “Services Schedules”
which cover specific services to be provided to the Utility by affiliate companies. These
services include legal and corporate assistance, information technology, payroll and benefit
services, operations and engineering assistance, fleet and equipment services and purchasing
management. Each service schedule defines the services to be provided and the related pricing
and conditions.

Our review of these expenses included an examination of the service agreement and service
schedules. Estimated contract billings from service agreements were compared to actual
billings for the year. All expenses billed by affiliates appear reasonable and in accordance with
service agreements. In addition, based on our review and discussion with management, we are
satisfied that the invoices billed by affiliates are subject to the same scrutiny as invoices
received from arm’s length parties.

In our discussions with management, we were informed that professional services provided by
affiliates are often for services that cannot be obtained in New Brunswick, particularly when
considering the design, construction and operation of a Greenfield gas distribution system.

Regarding other services, such as legal matters, financial analysis or information technology
support, we observed thal management is empowered to use local service providers where the
service is more economical and noted a number of instances where this occurred.

2. Firm Services Agreement

On a confidential basis, we were provided with a schedule of revenues and costs incurred in
connection with the Firm Services Agreement with M&NP described in section TI. 4 Short-
term investments. We compared the schedule with the Utility’s corporate accounting records
and found it to be accurate and prepared in accordance with the Board’s directions.

The net result of the transaction for 2007 is included in the regulatory statement of income for
the year.
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We would like to extend our thanks to Jamie LeBlanc and Lori Stickles and the accounting staff
of Enbridge Gas New Brunswick for their co-operation during our review.

Respectfully submitted,

—

o e v,

ndrew P. Logan, C
Parfin
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APPENDIX “A”

Page 1 of 14
Enbridge Gas New Brunswick .
Balance Sheet for Regulatory Purposes
As at December 31, 2007
Notice to Reader: Subject to review by the New Brunswick Energy and Utilities Board
(in thousands of dollars)
Assets 2007 2008
Regulated Assets
Property, Plant and Equipment (Ncte 1)
Gas Distributor Plant in Service - Net (includes AFUDC capitalized during 2007 of $70.14)  $ 118,027 $ 101,460
Contruction Work In Progress - Gas Distributor Plant 4,326 432
Total Property, Plant & Equipment 122,353 101,892
Deferred Charges
Deferred Development Costs - Net {Note 2) 1,763 1,873
Development O&M Capitalized Costs - Net (Note 3) 59,469 39,240
Regulatory Deferral 117,909 102,168
Total Deferred Charges 179,141 143,281
Short Term Investments 3,088 2,965
Total Regulated Assets 304,582 248,138
Non-Regulated Assets 24,028 18,815
Total Assets $ 328,610 $ 264,953
Liabilities and Partner's Equity
Partner's Equity $ 153,743 $ 123,245
Long-term Advances from Associates and Affiliates (Note 4) 151,650 122,650
Non-Regulated Liabilities 23,217 19,058
Total Liabilities and Equity $ 328810 $ 264,053

Rate Base for Regulatory Purposes — Note 10
Capital Structure for Regulatory Purposes — Note 11
Financial Statement Effects of Rate Regulation - Note 13
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APPENDIX “A”
Page 2 of 14 -
Enbridge Gas New Brunswick
Statement of Income for Regulatory Purposes
For the year ended December 31, 2007
Notice to Reader: Subject to review by the New Brunswick Energy and Utilities Board
(in thousands of dollars)
2007 2008
Revenue
Operating Revenue {Note 5)
Gias distribution $ 18,416 & 12,308
Miscellanecus 278 238
Income from Investmentis 235 120
Allowance for Funds Used During Construction 70 104
18,999 12,770
Installation Services
Revenue 18,286 8,870
Cost of goods sold (15,000) (7,516)
3,286 1,354
Total Bevenue 22 285 14,124
Expenses
Operating Expenses
Operating and maintenance expenses {Nole 6) 4,267 4,432
Deemed capital taxes {Note 7} 595 384
Bad debt expense 242 162
Amortization of Property, Plant and Equipment 3,622 3,422
Municipal and Cther Taxes aie 699
Interest on Amounts Due to Associates & Affiliates and Other Interest {Note 8) 9,219 7,413
Amortization of Deferred Development Costs 1,558 1,945
Total Expenses 20,319 18,457
Income (L.oss) before Extraordinary items, Regulatory Deferral and Return on Rate Base 1,966 (4,333)
Regulatory Deferral 15,741 18,884
Regulated Return on Equity (Note 9) $ 17,707 $ 14,551

Details of Affiliate Transactions — Note 12
Financial Statement Eifects of Rate Regulation - Note 13

Enﬁmx & awﬁw&uﬂm}c
&nmﬁ:ﬁge&ax Botwsaurinmdiin




Howssntineonnipe red obioug -
x%&m&m %ax s einiaey:

"$8SE9| D91R|34 AU) JO WIS} AU JBAC PaZIoWY - |

g68't0L  $ - esgzel $§ (besvl) $  Z80°2EF  § iawdinbe » yueyd ‘“Aredosd jejo L
- AN | 928"y - 9z2E'p sseufoid Ul ysom uononisuen
09%° LOL - L20'8LL (peL'v 1) 19L'2E 1 201ABS U] Jueld (210 |
9/6'66 ore'SLL (298°21) 804821 [ej019nS
%0F ¥ 689°Z 28r'6 (026) 2SvoL suonels
%E8'E G056 8Lv'0L (rog’1) 6e8' 1L siojenbei pue sislay
%E]'E pig'ez 952'82 (6ELE) GBE LE S90IAIDS 190115
%EY'e 16065 2 WAS (g65°2) 925'vL SuleW uolNQISIg
604 Lgl - ¥l sjualuases pue Aem jo s)ybiy
- [42 = 7A%) - FA pue]
we|d uonnguisia
£8%°1L 1812 (2£8°1) £50'y [eolgng
! 802 vle (2v) 91g sjustsaolduw ployases
%0882 1 - (9) 9 SUQNEIIUNUILOD
%08} gl o] {21) rfd uoneuodsuel |
%0t 692 09€ {08) Vg Juswdinbe pue aunjjuing oo
%0€°G 18¢ 8y (611) 196 Juswidinbe x1om pue sjoo |
%08'82 509 $ 680°1 $ (£19°1) $ 20.'e g BIBMIJOS ' BiempIEy laindwon

ed [eiauan

awdinba g jueld ‘Aliedoid

UOlIEZILICWY onjep anjep uoniezI oWy 1509
J0 sajey )oog 1oN jood I8N palenwnooy
900¢ 1002

awdinbg g jueld ‘Apadoiyd L S10N

(steljop Jo spursnoyl ul)

2002 ‘1€ Jaquisga papus Jesh aul o4
¥1 J0 € abeg sjusweiels [erouelld Aojeinbay o] saloN

«Vs XIANIddY Bormsuntg mapN ser) abpluqug



SRR NN reks oBptign

ove'ee ¢ 697'65 s (@sLe) 8 16929 $ 19U ‘s)s03 pazijendes WRO uswdojsasp |e10]
%EY2 ovg'ee $ 69v'6s  § (e8L'®) $ 15929 % 1500 pazijendes RO JuswdoaasQ
uonezipowy  anjep anjep uonezipowy 1509
jo sajey yoog 18N yoog 19N pPIlEInWNAoY

900¢ L00¢

16N - 81809 pazi|Blided WO ewdoleraq £ 8I10N

£/8°1 $ £0/°1 $ (yog'e) ¢  /96°¢ $ 18U ‘51509 juado@aaap palIajep [e1o L
%0002 £26 Q88 (845'}) L9¥°2 81500 BulAues pellsjeq
%00°G 056 $ G/8 $ (gz29) ¢ 005} $ 89} asjyoue.
uonezipowy anjep anjep uolezipouny 31509
JO sajey yoog 19N joog 18N pate|nwunsoy
9002 1002
12N - S1509 Juawdojanaq paliajeq 2 910N

{srejjop Jo Spuesnoy} U

/002 ‘1€ 19gqwesoa( pepus ieah ayl 104
1 jo ¥ ebey sjuswislelg [eloueul Aloje|infay o] seloN

«V» XIANIddVY ¥ommsunig mapN sey) abplqug



"% snid -ouy sBpuqua Jo ales Bumoliog [enjor eyt o) peLWI SI GND 40 198p JO 1800 8y

%179 %E0"L %LS'S 0592zl & %09 %60 %0V S 059°1¢1 $ SSIRIIE PUe SIRIo0sSE Wal)
sasupApe uley-buo| jelo |
%S o %8s GGG 00062 £1-08C1-08 £0-990-02 10N Alossjuiold
%Z8'S %25'9 %28 000°L2 %22'G %259 %2q'y 0002 91-080-61 90-000-61 210N AloSS{Wold
%6S'S %EG'9 %65 0001 %6S'S %ESY %6 000'F} §1-08(1-82 50-090-82 sloN Alossiuioig
%0'9 %EE'D %PO'G 000°9 %y0'9 %E6'9 %P0'S 0009 G1-IBN-0E 50-12N-08 BlON A10ssRUOI
%69'9 %369 %BEG 000°L2 %B9'9 %569 %60'G 0002 P1-AON-82 p0-08Q-1 810U Alossiwolg
%EE'9 %69'0 %EE'S 0001 HEE'D %699 %EE'S 0001 tL-JeIN-bZ PO~TBIN-| sjou Alossiuiolg
%PE'9 %PLoL %PE'G 000" | %E'9 %l L %PE'S 000" 1 £1-090-08 £0-000-08 &10u AlosSuoId
%299 %96'9 %29'S 000°€L %Z9'9 %969 %ZY'S 000°gL EL-UNM-LZ £0-Unr-9z ajou Alosspuolg
%05, %YL %0G'9 008°2 %05, %L °%09'9 008°2 zZ1-090-v2 20-08(1-6 sjou Alossuiolg
%80"L %68'L %80'9 000°9 %80'2 %682 %80'9 000°9 ZL-unr-og Z0-unr-8z s10U AlosSIUOld
%hEE'L %S6'L %EE'9 0§19 %SE'L %S6'L %EE'D 0519 (R LA 10-g84-9 ajou A1ossiwald
U@um_smwm HNDA e LU} mm_n._._n:m Hunowy Bmu—m_smmﬁ aNDa Ul @mﬁmhn:m unowy ajeq >~_‘_:”_m_>_ ale(] 2aNssi
1930 40 1500 199G 10 150D
90028 1002
Salel|l}jY PUB SBIEI00SSY WOJ) SAOUBAPY WLIg)-Buon ¥ 910N
{sie|iop JO spuesnoy] ul)
/002 ‘L lequiads(] papus Jeak ay] Jo4
¥1 jo g afed sjuaweleIg [BlouRL 4 AtojenBay o1 seioN
«V» XIANIddY yamsunig mapN sey abpuqug



(ro) senofebiny 000 | = {rL) sincleta |

6/5°¢ 1£9's 8oLzl 3 LYy 881'g 9LF'8E 3 [elo]
l e 8¢ 9 Ll ge 8ol1Mos Yead 4O
£e 1 L) A L 88 (SdOA1D) eed yo awnjoa abie| Joei)U0D
618 2 e £66 l LoV {(OdH-85710) @o1niss [eisueb abie| Joenu0)
GBOL 8l b26°L 812t 0z 5182 {0d471-8970) soinies reisusl abiel oenuo)n
gzl 208 998 ¥£6 122 2ls's (8©0) soinias [elaush 1010
ks 66/ £eh'e 96/ 8201 986y (SB) eolnes [RIBUSD
09¢g ¥8St €652 ¢ 185 1789 BISY 9§ (898) eoInles [risush lewS
SpPL spL
induybnoayl siswoisny snuoasy indyBnolyl siswolsngy onuassy
2002 1002
uonnqulsiq sen e
anuaaay Bunesado G 910N
(si||op jO spuesnouy) ul}
2002 'LE Jaqusos(g pepua Jealk 8yl 104
1 10 9 8beyd sjusLLlEls [eloueUl4 AlojeinBay o) se10N

nm<= X_Dzm&&,{

Noimsunig map sex) abpliqug



SRHSUTL-IPORION T efitlialn

s seky liptuy

28665 L67'y8  $ anuaaal uol109|j02 pue Bul||iq juafie |ejo
020'L 0S1L°L (8d0) soinies sead yo
09 09 (SdOATD) 201188 swnjoa able| JoeIuos
2672 z62 (04H-S919) eoinies [eisusb abire| 1oeiUu0n
916 £19 (047-8910) e91nes [eisush 8bie| 10e)U0n
Buiing weby
689'g G202 (SHD) 8oinIes [eieuab 9Bl UOD
9L1'6 196'21 (gD) soines |1sUaD)
6220 96£'29 $ (SDG) eomias [eisusb jewg
uonoa||oo pue Bul||iq uaby
900¢ 1002
(srejlop ui}
ssnuanay uonoelon pue Bulng uaby [o snelaq
8ES 8/¢ $ Snoaue||easIW [210 ]|
81 ¥61 2NUBAB) SnoBUR|[8asIW JaUtO
09 ¥8 $ ueljoajoo pue Bulig weby
9002 4002

snoaue||easiiy 'q

(panunuos) anuanay Buneladop

G 810N

(s1ejjop Jo spuesnoy i)

¥l J0 2 ebed
' XIONIddVY

1002 ‘| € J8quwensa(] papua Jeah ay) 1o
sjuswlalels jelueul Alojeinbay o] se1o0N
YoImsunig map sey abipugus



2er Y $  Z9¢t g _ [eloL

096°L1 Ly0'9g pazijeudes [ejo
LIPEL Sh¥'lc s1s00 pazijepdes ApO uswdojpasq
61s's 209y Wwewdinbe w jued ‘Auadoiy

:0} pazijeyuden

g6Ece r1e'0¢ [e10],
GRe’e 0E6'1L SBIAIIOE peleial pue ucieuodsusl) ser)
LES'L G5/l $921N0Sa) UBWNH
LEL 8086 aleo Jswiolsny
800‘v 165'G SoUBUBUMRRUI B UOHNGLISI(]
£29'6 679G Bunasew g seeg
6.1 809 weansdn g Alojg)nfey
G06 180°1 ABojouyos) uoewLIo|
geh 9Ly Buiodau jeloueui]
69 6. uofielsiuiwpe eyelodion
SLe'l 4 005°1L $ Wwawebeuew sjeiodion
9002 2002

sasuadxgaoueuajuiely pue bunesady 9 aloN

{siejjop Jo spuesnoyl Ul

2002 ‘LE 18qwiads(] papua 1esd syl 1o
¥l Jo g abed sjuslLelels [eloueuH Aroieinbay o) sa1oN

«7» XIANIddVY Namsunlg maN sex) abpuqug



sexeL [endeg pewseq Bujieinoes o} Joud paaowal 2q o] 1qag AUEdWOIB)U] U} PSPRaL] TUNOLY
xel [eydeq [2iopad o 1IN0 eseyd PeIRIG|aaXE 01 ANP '%GL1"0 USY SARY PINOUS 918 [BAJOR “4gus ) SEM S00Z W pasn ael xe jeuden [eiepad - S00Z 2
xe|, [eyided [esopad 10 Ino eseyd palessiaoxs o) aND ‘940020 US9 SABY PINOUS S1E] |BMIE 94,8220 SEM PO0z ul pasn ared xe) jeudes |esepad - +00Z L

1S9JON
pge $ S69 g soxe} [eydes pawiaap |e10]
¢ (0V81) xe) Jepden paweaq 002 - Juswisnipy sse
t (0'92) xe) repdes pawsa 00T - Wwawsnipy ssom
765 3 G6g % saxe) [eydes pawsqg
%0920 ¥65 . %0020 6% [BIOUIAGLH
%000°0 - %000'0 - edaped
saxe]
0e6'.8¢C 06261 S0e'162 G0e'252 Jendeo s|gexel [e1o0 |
(000°g) {000°09) (0009) {000°05) uononpsp [exde)n
SB9'BLL S89'61 2o5'sv 1 296'8r | je101-gng
059'c2l 059'¢cl 099'iS} 059° LGl _ 1qep wiel-buo]
8|qrAlEDas Aurdllooialu)
(s96'7) (G96°2) (880°c) (880°€) _ Yisodap wusy pajoLisey
SrE'eet SFa'eg!t Br.LES| ErL'eS| [E103-gng
099°e 099°¢ 29r'. 29%°/ sasodind AlojenBal Jo) sBuluies pauieley
GBS'6LI $ G8S'6LL $ BT 4 $ 182'9%1 $ sosodind AoreinBal Jo) feudes diysiauped

[endeo ajqexe) pawasp Jo ucnenae

IRIDUIACI jel1opay [eloulA0ld [esopad
900¢ 2002

saxe] |eldes pawea(q L 910N

(siejjop Jo spuesnoy) Ul

2002 ‘1€ 1equisoa(] pepua Jgah au] 104
1 10 6 abeg sjuswisielg [eloueUl4 AlojeinBay 01 se10N

«n XIANAddY yoimsunig mepn sey abprLiquy



HaEsug-banon st ofippauy <
G mmetsu o sp ebplguer

EER L0L'LL
0L Ly

18¥ L 099'L1
900¢ 1002
Ely'L 6L2'6
e £e

cll 10g
L02°L 569'8
9002 002

Aunba uo uanjai pajeinBai jejo

(jusuodwoo Aunba) uoloniisuoo Bulnp pasn spuny o] BoUBMO|[E - DIy
Alnbe uo uiniel perejnfisy

Aunb3y uo winjay pareinbay 6 910N

1salajul 1910 pue sajeljiyje @ SSILIJ0SSE 0} NP SJUNCWE U0 1S2491Ul [210 L
(Jusuodwo 1gep) uolonsuod BuLNp Pasn spunj JoJ 8oUBMO|E - DALY

asuadxs jsal8U] 19YI0
1gep wuei-buo] uo 1seleiy|

15913JU| JAYIO PUE SBIBI|IHY B SI1LI00SSY 0] an(] SJUNCLIY Uo 1SaJ8)u] g 8JON

{sleyop jo spuesnoy; up)

¥1 Jo 0| ebeyd
«» XIANIddY

2002 ‘1§ 1equisdaq papus Jesh auyy 104
sjuswalelg [BIoUBUI4 AlojeinbBey O} S8I0N
)olmsunig maN ser) abprquy



Fepstmeneontcs ey sbotany -

L st man Sl Sty = 2
O v8L2%2c ¢ L6912z $ aseq sjel abeloay
TR S goe'sYz  $ geL'e0e  $ aseq a1l je1o
eoeg'e 6262 souemoyje [epdes Buppio
G962 880°'c ysodep wia)
L8ZEV (RANTAN sabieya pauajap |ejol
891201 606 LI} JuNoooe [eleeq
£ee 888 18N
(662°1) (625°1) UOIEZILIOWE Paje|nLLNooY
gee’c L9%'e 18092 Je ‘81500 BulAieo pallsje(]
A 69169 18N
(196°T) (z81'c) UOIEZIOWE PSIRIMLINIDY
LO2 15929 $1s00 pazijended WO Juawdoleas(
056 G418 BN
{0gs) (Ge29) UOIIEZILOWE Paye|nWwnaoy
00s°t 0081 1S09 Je ‘B8} asiyoue.-

sobieyo paiiajeq

09¥° 101 120'8Lt 15N
(G8E L) {(reL'7L) UONEZILOWE PAIBINWNIOY
Gr8cll  $ loL'zel  § 1500

juawdinbe g jueid ‘Aladoug

900¢ 002

sasoding Aiojenfiey 1o} aseq s1ey 0L 810N

{sse]jop jo spuesnoy; ul)

. 1002 'LE 1aquiana papus Jeah syl o4
¥l 0 || ebey suswaleEls [eloueuld AlojeinBsy] o) 810N

«¥» XIANZAddY ‘ _ }ommsunig moaN sex) abpliquy



%l B

%059
%beE

%6046 relo |
%069 Aunbg
%02'E 19ap wisl-fuoq

sasod.ind AlorenBaa 10y jepdes jo 1500 payybiap

%00°001

%00°08
%00°04

%00°001 [e10]
%0008 Aunbg
%0005 19ap wlel-BuoT

sasodind A10)enBai 10} abeusorad abeiaae ainjonns jenden

%0000}

%< }+'0S
%8867

%00°001 2101
%FE"0G Aunb3
%99'6% 1gep wiey-Buo

abeiuaosad aunjonas reuden

G68'She

SYg'EC)
0s9'gel

£6€'60e  $ 2301
ev.L'eStE Alinbg
05916t $ 199p wus-buon

ainanis jeuden

9002

1002

sasoding Aioje|nfiay 1oy axmanng jeudesn

L1 ®IO0N

(s1e|jop o spuesnoy) ul)

71 jo g1 abied
«» XIGNAddY

£L00Z 'LE 1aquisoa( pepua igaA oy} 104
sewealels [eioueul4 Alojeinbey 01 s910N
MoImsunig map ser) abpriquy



HrmRsHRE e tor ulipun
- ey S liplinug

%9 gs8's $ 8LLE . § L0 $ <6 $ 86l $ s $ oo $ leloL
%E6 (S Ly , - - 2SE G - seoales alelodion
%06 L9% zzy Sie =] zli - - ABojouyos] uorEBLLIOU|
%0 Gzl - - - - - - pajejal g uojepodsuel; sen
%001 655 6599 8 - [Res] - - uonesIUILpE a)Blodion
%0 208 - 0 - - - - aled 1BWwoISND
%89 81 SLL 5¢ - 06 - - Buipodas eioueuly
% Ve 686 lge /B - - - 00e AoeinBal g 196png
%61 6LE°L 259 259 - - - - SoUBUBUIBLI %} UONIRJLISIC]
%9 89} Yol 28 - e - - $82UN0SSl UBLINY
%0 L8L - 0 - - - - Bunaxiew g sajesg
%EZ 605 $ 111 $ 1S $ - $ 99 g - $ - $ Juswsabruew syelodion
9002
%BE 609°L $ ©88c $ 1eLL $ 89l $ ¥EEL  $ 89 $ 161 $ [E30),
%001 065 065 - - ces B9 - saonas sierodien
%88 816 41 €2z 894 £9 - - ABojouyoey uonewou|
- - - - - - - palejal g uolepodsues ser)
%001 a0g 909 g - 109 - - uolensiuiwpe alelodion
%0 (1% 4 - - - - - - 8183 18WI0ISNY
%EG LLE SLL £2 - 26 - - : Buinode pe1susulg
%82 £0L 12+18 £ - - - LBl AloyeinBal g 19b6png
%SG 0Le'L 8LL BLL - - - . souBUBIUIEW ¥ UoRNqUIsIg
%L¥ 697 oLL 16 - 02 - - §22INM0sat UeLny
%0 LEV'E " - - - - - Buyexiew g sejeg
%86 | 05 $ 66 $ 69 $ - $ og $ - ¢ - ¢ watusbeurty s1elodion
100Z “1L€ Jaquisoa(] papus Jeak |easly ayl 1o
SaTAIDG S9JIAIDS pUB S9I[AIDG PUB ‘OU| UCHNQUISI "JU] S99IAIaS -au| *Ju| SADIAIRG EERTTYED 8331A195 pue Bujnsuo)
pue Bunginsuocy  Bupnsuon  Bunnsuon  sesn abpliquy LI SETHTiTeTy) abpuquy ssauisng Jeuoneiado
[e10] jo Jusalad el SeIILY 18101, sbpuqug abpuqug ebprqug
se ainjipuadxgy
ey

suoloesuel] SJBIY JO S|e1ed 2| SloN

(sie|jop 1o spuesnoy ul)

¥1 o gl effey
«¥s XIANIddY

2002 ‘1€ Jaqueag pepua Jeak au) Jo4
susWwvlElS [eloueul- Alo1einbey 0} $810N
¥oimsunig mapN sex) abplquy



Enbridge Gas New Brunswick APPENDIX “A”
Notes to Regulatory Financial Statements Page 14 of 14
For the year ended December 31, 2007

{in thousands of dollars)

Note 13 Financial Statement Effecis of Rate Regulation

The Partnership’s primary business activities are subject to regulation by the New Brunswick
Energy and Utilities Board {EUB). The Partnership follows accounting practices prescribed through
regulation or stipulated in approved rate making decisions that are subject to examination and
approval by the EUB and are similar to those being used by other enterprises in the gas distribution
industry in Ganada. Accordingly, the timing and recognition of certain revenues and expenses may
differ from that otherwise expected under generally acceptable accounting principles applicable to
non-regulated operations. The ultimate recoverability of cosis incurred is dependant upon the
approval of the EUB. S

Rate regulation creates differences between the manner in which the Partnership accounts for
transactions or events and how they would be accounted for if the Partnership was not subject to
rate regulation. The differences in accounting treatment include:

The type of regulation in effect for the Partnership is a modified cost of service regulation. Unlike
many similar utilities, the Partnership’s rates are market, not cost, based. Rates charged by the
Partnership are based on a targeted savings over alternate fuel for end use customers. This rate
setling methodology has been approved by the EUB for use during the development period after
which rates are expected o be cost based. The EUB has approved a regulatory deferral account
to capture the difference between the Partnership's regulated revenues and its cost of service.

The EUB permits an “allowance for funds used during construction” (AFUDC) to be included in rate
base. In addition, 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, based on the
expectation that depreciation expense, including the AFUDC compaonent, will be approved for
inclusion in future rates. AFUDC for rate-regulated entities includes both an interest component
and a cost of equity component. In the absence of rate regulation, generally accepted accounting
principles {GAAP) would permit the capitalization of only the interest component. Therefore, the
initial set up of the equity component as a capitalized asset and the corresponding revenue
recognized would not be recognized during the construction phase would not be recognized nor
would the subseguent depreciation of the asset.

As prescribed by the EUB, the Partnership does not recognize gains and losses on the sale of
natural gas in the statement of income and uses a purchase gas variance deferral account to defer
the gain or loss on sale. Non-regulated enterprises would normally account for the gain or loss in
the statement of income or comprehensive income.

As allowed by the EUB, the Partnership capitalizes certain operating and maintenance expenses
incurred during the Partnership’s development period. Non-regulated enterprises may expense
certain of these costs in the period incurred.

Enbridge Inc., on behalf of the Parinership, maintains a pension plan which provides defined
benefit pension benefits. As prescribed by the EUB, contributions made to the plan are expensed
as paid, consistent with the recovery of such costs in rates. Under GAAP, pension costs and
obligations for defined benefit pension plans are determined using the projected benefit method
and are charged to income as services are rendered.
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