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SECOND UPDATE TO OFFERING MEMORANDUM DATED JUNE 23, 2005 
OFFERING 70,290 LIMITED PARTNERSHIP UNITS 

OF ENBRIDGE GAS NEW BRUNSWICK LIMITED PARTNERSHIP 
AT A PRICE OF $1,000 PER UNIT 

MINIMUM SUBSCRIPTION 115 UNITS 
 
Date of Update: October 18, 2005. 
 
This Update modifies and must be read together with the Offering Memorandum (which, for the purposes 
hereof, incorporates the Update dated September 14, 2005).  Capitalized terms used in this Update and not 
otherwise defined have the meanings ascribed thereto in the Offering Memorandum. 
 
No securities regulatory authority has assessed the merits of these securities or reviewed this Update or 
the Offering Memorandum.  Any representation to the contrary is an offence. 
 

CONFIDENTIAL 
 
THIS UPDATE AND THE OFFERING MEMORANDUM DATED JUNE 23, 2005 ARE CONFIDENTIAL 
AND ARE INTENDED SOLELY FOR THE USE OF THE RECIPIENT. ANY DUPLICATION OR 
REDISTRIBUTION OF THIS UPDATE OR THE OFFERING MEMORANDUM IS PROHIBITED.  THE 
RECIPIENT OF THIS UPDATE, BY ACCEPTING DELIVERY HEREOF, AGREES TO RETURN IT AND 
THE OFFERING MEMORANDUM TO ENBRIDGE GAS NEW BRUNSWICK LIMITED PARTNERSHIP IF 
THE RECIPIENT ELECTS NOT TO PURCHASE THE SECURITIES OFFERED HEREBY. 
 
NO PERSON HAS BEEN AUTHORIZED IN CONNECTION HEREWITH TO GIVE ANY INFORMATION 
OR MAKE ANY STATEMENTS OR REPRESENTATIONS OTHER THAN AS CONTAINED IN THIS 
UPDATE AND THE OFFERING MEMORANDUM, AND ANY STATEMENT, REPRESENTATION OR 
INFORMATION NOT CONTAINED HEREIN MUST NOT BE RELIED UPON AS HAVING BEEN 
AUTHORIZED BY THE PARTNERSHIP, THE GENERAL PARTNER OR ANY OF THEIR DIRECTORS, 
OFFICERS, EMPLOYEES, PARTNERS, SHAREHOLDERS, AGENTS OR AFFILIATES. 

 
Report on Second Closing 
 
The Second Closing was completed on September 30, 2005.  At or prior to the Second Closing, subscribers paid 
to the Partnership an aggregate of $1.60 million for 1,600 new Units.  After the Second Closing, an aggregate of 
57,500 Units have now been issued of the 70,290 Units offered by the Offering Memorandum; 12,790 Units 
remain available for subscription for aggregate proceeds of $12.79 million.   
 
Use of Registered Agent and Extension of Final Closing 
 
To pursue the objective of having the Offering fully subscribed, the Board of Directors of the General Partner 
has decided (a) to retain a registered agent to assist them in finding additional investors and (b) to extend the 
Final Closing Date until November 30, 2005 to provide the agent sufficient time to do so.  See Item 7. 
 
Updates to Offering Memorandum 
 
The Offering Memorandum is updated, effective October 18, 2005, as follows: 
 
On the front page of the Offering Memorandum, “Selling Agent” is amended by replacing “The Issuer has not 
retained an agent to assist in the sale of Units.” with the following: “Yes.  See Item 7.” 
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Item 1.1 
 
The Partnership plans to retain a registered agent to assist in the sale of the remaining 12,790 new Units.  The 
expected net proceeds assuming the maximum Offering is obtained are set out below: 
 
  Assuming 
  Maximum 
  Offering 
  
 A Amount to be raised by this Offering  $70,290,000 
 B Selling commissions and fees  $767,4001

 C  Estimated offering costs (e.g. legal, accounting)  $450,000 
 D Net proceeds D = A – (B + C)  $69,072,600 
 
 1 Assumes agent is entitled to receive compensation of 6% for 12,790 Units. 
 
Item 4.1 Capitalization 
 
The Partnership capital now consists of $520,000 contributed by the General Partner and an aggregate of 
$108.98 million contributed by Limited Partners in respect of which there have been issued and are now 
outstanding 114,425 Units. 
 
Item 4.2 Long-Term Debt 
 
The following summarizes the outstanding long-term debt of the Partnership as at September 30, 2005: 
 

Description of Long-Term Debt1 Interest Rate Repayment Terms / 
Maturity Date2

Amount 
Outstanding3

Promissory Note 7.95% February 7, 2011 $  6,222,334 

Promissory Note 7.89% June 30, 2012 $  6,120,620 

Promissory Note 7.41% December 24, 2012 $  7,641,602 

Promissory Note 6.96% June 27, 2013 $13,237,975 

Promissory Note 7.14% December 30, 2013 $14,254,693 

Promissory Note 6.69% March 24, 2014 $14,020,528 

Promissory Note 6.95% November 28, 2014 $21,491,832 

Promissory Note 6.93% March 30, 2015 $  6,001,139

TOTAL   $88,990,723 
1  All of the promissory notes are payable to Enbridge, a related party, and are unsecured. 

 2 All of the promissory notes require semi-annual interest payments.  Payment of the principal is due 
on the specified maturity date. 

 3 Amounts include interest that has accrued since last payment. 
 
Item 4.3 Prior Sales  
 
Other than the Units issued at the First Closing and the Second Closing described below, no Units have been 
issued by the Partnership within the past 12 months. 

- 2 - 
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Date of Issuance Type of Security 

Issued 
Number of Securities 

Issued 
Price per 
Security 

Total Funds 
Received 

August 31, 2005 Limited Partnership 
Units 

55,900 $1,000 $55,900,000 

September 30, 2005 Limited Partnership 
Units 

1,600 $1,000 $1,600,000 

 
Item 5.2 Subscription Procedure 
 
The Final Closing Date is being extended to November 30, 2005.  Subscribers who wish to purchase on the Final 
Closing Date must submit Subscription Agreements and related documents to the General Partner before 
5:00 p.m. Fredericton time on November 24, 2005.  On or before November 28, 2005, the General Partner will, 
for subscriptions that it is prepared to accept, send to the subscriber an accepted Subscription Agreement, 
specifying the number of Units which have been allotted to such subscriber. 
 
Item 7 Compensation Paid to Sellers and Finders 
 
The Partnership has decided to retain a registered agent to assist in the sale of the remaining Units.  Item 7 is 
deleted and replaced with the following: 
 
ITEM 7 COMPENSATION PAID TO SELLERS AND FINDERS 
 
The Issuer plans to retain an agent appropriately registered under securities legislation to assist in the sale of the 
12,790 remaining new Units.  The Issuer expects to pay a monetary commission of up to 6% of the proceeds 
from each Unit subscribed for as a result of such agent’s efforts. 
 
If no additional new Units are sold, no compensation will be paid to the agent.  Assuming that the maximum 
Offering is achieved, the maximum commission that would be payable to the agent would represent 1.1% of the 
gross proceeds of the Offering. 
 
Item 8 Risk Factors – (l) Tax-Related 
 
In the 2005 Budget, the Department of Finance announced it would conduct consultations with stakeholders on 
tax issues related to flow-through entities (FTEs), which include limited partnerships.  On September 8, 2005, 
the Department of Finance released a consultation paper on tax and other issues related to FTEs.  On September 
19, 2005, the Department of Finance announced that it had asked Revenue Canada to postpone providing 
advance rulings respecting FTE structures effective immediately.  The announcement indicated that the 
Department of Finance “is closely monitoring developments in the FTE market with a view to proposing 
measures in response to the consultations.”  As a result of these consultations, the Department of Finance may 
propose new tax measures to alter the taxation of the Partnership or Limited Partners. 
 

- 3 - 
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DATE AND CERTIFICATE 

Dated: October 18, 2005 

This Update does not contain a misrepresentation. 

On behalf of the directors of the General Partner:  ENBRIDGE GAS NEW BRUNSWICK INC. 
 
 
by: (signed) “J. W. Bud Bird”                     by: (signed) “J. A. Schultz”                      
       J. W. Bud Bird            James A. Schultz 
       Director             Chairman and Director 
 
 
by: (signed) “L. M. Luison”                       by: (signed) “Andrew Harrington”          
       Lino M. Luison            Andrew J. Harrington 
       Director             General Manager 
 
 
On behalf of the officers of the General Partner: 
 
 
by: (signed) “A. Pleckaitis”                   
       Arunas J. Pleckaitis 
       President 
 
 
by: (signed) “Jamie LeBlanc”               
       Jamie D. LeBlanc 
       Acting Chief Accountant 
 

- 4 - 
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May 10, 2007  This is copy number ______. 

 
 
 
 

 
 

 
 
 
 
 

ENBRIDGE GAS NEW BRUNSWICK 
LIMITED PARTNERSHIP 

 
$29,999,780 

 
29,126 Limited Partnership Units 

 
$1,030 per Unit 

 
 
 
 
 
 

CONFIDENTIAL 

THIS DOCUMENT IS CONFIDENTIAL AND IS INTENDED SOLELY FOR THE USE OF THE RECIPIENT.  
ANY DUPLICATION OR REDISTRIBUTION OF THIS DOCUMENT IS PROHIBITED.  THE RECIPIENT, BY 
ACCEPTING DELIVERY HEREOF, AGREES TO RETURN IT TO ENBRIDGE GAS NEW BRUNSWICK 
LIMITED PARTNERSHIP IF THE RECIPIENT ELECTS NOT TO PURCHASE THE UNITS OFFERED 
HEREBY. 

NO PERSON HAS BEEN AUTHORIZED IN CONNECTION HEREWITH TO GIVE ANY INFORMATION OR 
MAKE ANY STATEMENTS OR REPRESENTATIONS OTHER THAN AS CONTAINED IN THIS 
DOCUMENT, AND ANY STATEMENT, REPRESENTATION OR INFORMATION NOT CONTAINED 
HEREIN MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY THE PARTNERSHIP, THE 
GENERAL PARTNER OR ANY OF THEIR DIRECTORS, OFFICERS, EMPLOYEES, PARTNERS, 
SHAREHOLDERS, AGENTS OR AFFILIATES. 
 
THIS DOCUMENT IS INTENDED ONLY FOR NEW BRUNSWICK RESIDENTS CAPABLE OF INVESTING 
A MINIMUM OF $150,000 OR EXISTING HOLDERS OF UNITS IN ENBRIDGE GAS NEW BRUNSWICK 
LIMITED PARTNERSHIP RESIDENT IN ALBERTA, NEW BRUNSWICK, ONTARIO OR QUEBEC AND IS 
NOT TO BE CONSTRUED AS DIRECTED TO ANYONE ELSE. 
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May 10, 2007 

 

 
 
 

$29,999,780 
29,126 Limited Partnership Units 

$1,030 per Unit 
 

Summary Terms 
 

Issuer:  Enbridge Gas New Brunswick Limited Partnership (“EGNB” or the “Partnership”). 

Offering:  29,126 Limited Partnership Units (the “Units”) in EGNB. 

Offering Price: $1,030 per Unit.  In establishing the price, the general partner of EGNB (the “General Partner”) 
considered a valuation prepared by KPMG LLP for the purposes of the exercise of the liquidity right as of December 
31, 2006 in which they expressed the opinion that each then outstanding unit had an expected fair market value of 
$1,030 as at December 31, 2006. 

Minimum Investment:  $150,380 (146 Units) for new investors resident in New Brunswick.  No minimum 
investment required for existing Limited Partners. 

Eligibility for Investment:  Purchasers must be either new investors resident in New Brunswick who invest a 
minimum of $150,380 or existing Limited Partners. 

Use of Proceeds:  The Partnership intends to use the net proceeds of the offering (together with cash flow from 
operations) to fund the development and construction of the gas distribution utility in New Brunswick, quarterly 
distributions and other general operating purposes. The net proceeds are expected to meet EGNB’s equity funding 
requirements until early 2008. 

Distributions:  Subject to the Partnership’s intention to make a distribution to Limited Partners of record as of June 
28, 2007 in respect of the quarter ending June 30, 2007, it is the Partnership’s current practice to make distributions 
in respect of the quarters ending March, June, September and December in each year to holders of Units 
(“Unitholders” or “Limited Partners”) of record on the last day of such quarter of the amount of net income earned 
by the Partnership in each such quarter.  Payments are expected to be made on or about the 60th day after each record 
date.  The timing and amount of any distributions will be in the sole discretion of the board of directors of the 
General Partner. 

Liquidity Rights:  Until such time as the Units are listed on a Canadian stock exchange, Limited Partners are 
entitled to require an Enbridge Inc. affiliate to purchase all, but not less than all, of their Units by giving irrevocable 
written notice between January 1 and January 15 of each year.  The sale price will be the fair market value, 
supported by an independent valuation, as at December 31 of the preceding year.  The closing date of the sale shall 
be the later of: (i) March 31 and (ii) the fifth business day following the submission of the independent valuation 
report. 

Closing Date:  July 20, 2007 or such other date as the General Partner shall designate (the “Closing Date”). 

Resale Restrictions:  A purchaser will be restricted from selling Units for an indefinite period.  In addition, the 
Units may not be sold or transferred except as permitted under the terms of the EGNB Limited Partnership 
Agreement (the “Partnership Agreement”). 

The Units have several rights and restrictions in addition to those described above.  An investment in Units is 
subject to certain risk factors (see “Risk Factors”) which prospective investors should consider before purchasing 
such Units. 

No securities regulatory authority has assessed the merits of these Units or reviewed this document.  Any 
representation to the contrary is an offence. EGNB is not listed or quoted for trading on any exchange or 
market, is not a reporting issuer in any jurisdiction, and is not a SEDAR filer.  The Units do not trade on any 
exchange or market. 
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EGNB Distribution Areas 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Enbridge Gas New Brunswick Limited Partnership 
 

EGNB was awarded the general franchise in 1999 for the purposes of developing, building and operating a regulated 
natural gas distribution utility in New Brunswick and entered a General Franchise Agreement with the Province (the 
“Franchise Agreement”). Subject to the New Brunswick Energy and Utilities Board’s (“EUB”) right to award local 
gas producer franchises, single end use franchises and liquefied natural gas franchises (such franchises being defined 
in the Gas Distribution Act, 1999), the Partnership has the exclusive right to distribute natural gas to residential, 
commercial and industrial customers in the Province. 

The Partnership provides all other services required for customers to obtain natural gas, including gas transportation 
services, the sale of the gas commodity, coordination of customers’ acquisition of gas commodity from third party 
marketers, if applicable, and the provision of meter reading and bundled billing for gas distribution and third party 
commodity supply.  EGNB is also involved in other ancillary services, including the sale, installation and service of 
gas appliances and equipment.  

As of the end of March, 2007, the Partnership has installed 575 kilometers of distribution main and has 1,981 
commercial and 4,327 residential connected distribution customers (there are an additional 1,591 signed but not yet 
connected customers) throughout eight communities in New Brunswick.  It is expected that EGNB will begin 
providing service to the community of Sackville in 2008.  Approximately $240 million has been spent to March 31, 
2007 in establishing EGNB’s gas distribution utility. 

The outstanding Units of EGNB are owned 69.8% by affiliates of Enbridge Inc., a leading Canadian company in 
energy transportation and distribution, with the balance largely held by New Brunswick residents.  The General 
Partner is Enbridge Gas New Brunswick Inc., an indirect wholly owned subsidiary of Enbridge Inc.  The General 
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Partner carries on the business of the Partnership and manages and conducts all aspects of its day-to-day operations.  
Where necessary, the General Partner relies on resources provided by Enbridge Inc. and its affiliates pursuant to a 
service agreement (the “Service Agreement”). 

The General Partner currently has five directors.  The Partnership Agreement provides that a percentage of the board 
of directors of the General Partner be Limited Partners other than Enbridge Inc. or its affiliates (“Special Limited 
Partners”). Although the Partnership Agreement currently results in two directors being Special Limited Partners - 
J.W. Bud Bird and Denis Losier - only one director of the General Partner must be a Special Limited Partner if 
Enbridge Inc. and its affiliates come to own more than 70% of the outstanding Units.  The other three directors of 
the General Partner are Enbridge employees: Al Monaco – President of Enbridge Gas Distribution Inc. (“EGDI”), 
Canada’s largest natural gas utility, Lino Luison – President of Enbridge Solutions Inc. and Arunas Pleckaitis – 
Vice-President Operations of EGDI.  Mr. Pleckaitis also serves as President of the General Partner. 

The Senior Management Team of the General Partner is led by Dave Charleson – General Manager who has 19 
years of experience in the natural gas industry, having held a variety of roles with increasing responsibility in the 
areas of gas supply, sales and marketing, finance and information technology.  Mr. Charleson reports to Mr. 
Pleckaitis.  Joining Mr. Charleson on the Senior Management Team are Jamie LeBlanc, C.A. – Manager, Finance & 
Control, Trevor MacLean – Manager, Business Operations, Michael Gruttner – Manager, Distribution Operations 
(Ed Armstrong will assume this position in June 2007), Mark Butler – Manager, Business Development, Shelley 
Black – Manager, Forecast Analysis & Gas Supply and Janis Flemming – Human Resources Consultant. 

Regulatory Overview 
 

EGNB is regulated by the EUB.  The current regulatory model permits EGNB to earn an allowed rate of return and 
incorporates a development period.  The development period is defined as the time during which EGNB cannot be 
expected to operate within the traditional parameters of a well-established natural gas utility.  The EUB has ruled 
that the development period will continue until at least December 31, 2010, unless EGNB requests that it end earlier.  
Subsequent to 2010, the Partnership will be required to make an annual application to the EUB demonstrating the 
need, if any, for a further extension of the development period.  EUB staff, in consultation with EGNB, are to 
develop specific criteria that will be used to determine when the development period will end. 

During the development period, the Partnership is unable to charge rates sufficient to recover its full cost of service 
and earn its allowed rate of return.  Given the ramp up of customers during the development period, recovery of the 
full cost-of-service revenue requirement would render natural gas uncompetitive. As a result, EGNB is able to offer 
market-based rates during the development period and defer costs not recovered out of current revenues.  The 
difference between actual distribution rates and the full cost-of-service is captured in a regulatory deferral account.  
The deferral account balance is to be recovered through cost-of-service based rates after the end of the development 
period and amortized over a period that ends no sooner than 2040. 

During the development period, the Partnership is allowed to earn a return on capital based on a capital structure 
which consists of 50% equity and 50% debt.  It is permitted a return on the equity component of 13% and a return 
on the debt component that equals Enbridge Inc.’s actual cost of borrowing plus 1%.  Following the development 
period, it is expected that a regulatory structure similar to that applicable in mature gas distribution jurisdictions 
would apply, which would mean a transition to a full cost of service model or a performance-based rates model.  
The specific regulatory model following the end of the development period will be subject to regulatory approval. 

Market Development 
 

EGNB’s gas distribution franchise has developed more slowly than originally anticipated due to: (i) initial 
legislative constraints that hampered development of the commodity and services market required to support gas 
hook-ups; and (ii) a rise in natural gas prices that reduced the price advantage compared to oil and electricity.  
Despite these challenges, EGNB has made good progress in developing the franchise by focusing on the 
commercial/industrial fuel oil conversion market where natural gas has had the greatest price advantage and where 
large incremental loads could be secured with less effort and resources.  2006 distribution revenues reached $12 
million, a five-fold increase in just three years. 

Natural gas continues to be well positioned against fuel oil across all market segments.  As a majority of the 
commercial fuel oil market has been penetrated in the areas served by EGNB, growth will be increasingly dependent 
on the electricity market.  Due to recent increases and structural changes in electricity rates, EGNB believes it now 
has the ability to begin making real progress in penetrating the commercial electric market.  EGNB also recently 
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received regulatory approval for a new rate structure that will allow natural gas to be more competitive against 
electricity and as such allow EGNB to penetrate the residential market.  Natural gas competitiveness against 
electricity is expected to further improve if NB Power is successful in securing rate increases for which it has 
recently applied to the EUB. 

Current Ownership and Capital Structure 
 

The Partnership is authorized to issue an unlimited number of Units.  The Partnership’s capital structure now 
consists of $520,000 contributed by the General Partner and an aggregate of $120,451,200 contributed by the 
existing Limited Partners in respect of which there have been issued and are now outstanding 127,215 Units.  The 
current ownership of Units of EGNB is set out below: 

Unitholder No. of EGNB 
Units 

Partnership Interest 
in EGNB 

(for distribution purposes) 

Owner of EGNB Units 

Enbridge Affiliates    
 EEDI 36,225 28.2% 28.5% 
 Enbridge Atlantic 52,550 40.9% 41.3% 
 General Partner - 1.0% - 
Special Limited Partners 38,440 29.9% 30.2% 
 127,215  100.0% 100.0% 
 

Post-Offering Ownership Structure 
 

The ownership structure of the Partnership immediately following the Closing Date is depicted below: 
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Subscription Procedure 
 

Under the Partnership Agreement, all existing Unitholders from time to time are granted a pre-emptive right to 
subscribe for any new offering of Units by the Partnership (other than in connection with an initial public offering) 
on the following basis: 

Such Units shall first be offered to the existing Limited Partners by written notice (the “Offer Notice”) 
accompanied by a subscription form setting forth the price per Unit and the total number of Units offered 
for sale.  Each existing Limited Partner (other than Enbridge Energy Distribution Inc. (“EEDI”) which is 
going to assign its pre-emptive right in respect of this offering to Enbridge Atlantic (Holdings) Inc. 
(“Enbridge Atlantic”)) shall have a period of 60 days from the date of the Offer Notice to subscribe for 
Units by completion and return of the subscription form to the General Partner.  Each existing Limited 
Partner may subscribe for any number of Units offered (including a percentage of the Units offered which 
is greater or lesser than such Limited Partner’s then current Proportionate Interest (being the percentage 
that the aggregate number of Units held by such Limited Partner is of the aggregate number of Units held 
by all Limited Partners)); however, (i) the General Partner is not obligated to accept any subscription of any 
Limited Partner for Units which would result in an increase in the Proportionate Interest of such Limited 
Partner, after giving effect to the proposed issue of Units, and (ii) subject to each Limited Partner’s right to 
subscribe for the number of Units necessary to maintain such Limited Partner’s Proportionate Interest, 
Enbridge Atlantic has the right to acquire, in precedence to all other Limited Partners, any Units offered 
pursuant to an Offer Notice but not subscribed for by such Limited Partners. 

A person (whether an existing Limited Partner or a new investor resident in New Brunswick) wishing to subscribe 
for any of the Units offered hereby, must before 5:00 PM, Fredericton time on July 9, 2007 deliver to the General 
Partner at the address shown under “Contact Particulars”: 

1.  a completed and signed Subscription Agreement in a form acceptable to the General Partner, 

2. a completed and signed Risk Acknowledgement in a form acceptable to the General Partner, and 

3. if the subscriber is a corporation or other entity other than an individual, evidence satisfactory to the 
General Partner as to authorization to execute and deliver the Subscription Agreement and the Risk 
Acknowledgement and as to the incumbency of the individuals executing such documents on behalf of such 
subscriber.  

The subscription price for each Unit is $1,030 and is payable on or before the Closing Date. Enbridge Atlantic has 
advised the Partnership that it intends to pay for the Units to which it is entitled by reason of its pre-emptive right 
(which shall include the pre-emptive right assigned to it by EEDI) by June 29, 2007 to enable the Partnership to 
book that contribution to the capital of the Partnership with effect on that date, despite the fact that Units for which it 
has subscribed and paid will not be issued until the Closing Date.  In the event that subscriptions are not received for 
all of the offered Units by 5:00 PM, Fredericton time on July 9, 2007, Enbridge Atlantic has advised the Partnership 
that it intends to subscribe and pay for the unsubscribed Units on or before the Closing Date, such Units to be paid 
for and issued in the manner described below. 

The minimum subscription is 146 Units for new investors resident in New Brunswick. To maintain its Proportionate 
Interest, an existing Limited Partner owning 115 Units must subscribe for 27 Units. 

Subject to the pre-emptive rights as provided for in the Partnership Agreement, the General Partner has sole 
discretion to determine whether to accept a subscription for Units. 

In the case of Subscription Agreements and related documents received by the General Partner before 5:00 PM, 
Fredericton time on July 9, 2007, on or before July 13, 2007, the General Partner will, for subscriptions that it is 
prepared to accept, send to the subscriber an accepted Subscription Agreement, specifying the number of Units 
which have been allotted to such subscriber; and the subscriber (other than Enbridge Atlantic if it has already paid 
the subscription price) shall thereupon deliver the aggregate subscription price of such number of Units to the 
General Partner at its head office address shown under “Contact Particulars” by certified cheque, wire transfer or 
bank draft in time that the funds will be available to the Partnership at 10:00 AM Fredericton time on the Closing 
Date, at which time the Units will be issued to the subscriber.  Certificates representing such Units will be sent to the 
subscriber shortly after the Closing Date. 

Notwithstanding any provision of this document or any Subscription Agreement, if at the Closing Date 
Enbridge Atlantic has not for any reason subscribed and paid for the Units which it has advised the 
Partnership it intends to subscribe, no Units shall be issued and the Partnership will promptly return to each 
subscriber without interest all subscription funds held by the Partnership. 
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Risk Factors 
 

Before making an investment decision, prospective purchasers of Units should consider carefully the information 
herein and, in particular, the following risk factors. 

Market Development:  The acceptance by customers in New Brunswick of natural gas and the achievement of 
planned market penetration rates and levels by the Partnership could be adversely affected by: potential competitive 
responses from suppliers of alternate energy sources, particularly the continued provision of artificially low 
electricity rates to certain market segments; potential adverse variations in crude oil and natural gas benchmark 
prices; and the Partnership’s lack of control over a significant portion of the burnertip price (namely upstream gas 
transmission system tolls, commodity costs and gas marketer margins). Although there have been indications that 
either NB Power or the EUB will correct in a timely way present artificially low electricity prices available to 
certain key market segments, no assurances can be given that the extent or the timing of any such corrective action 
will allow the Partnership to achieve its targets. 

Development Period:  The operations of the Partnership carry greater risks than the operations of other more 
mature gas distributors, particularly during the development period.  Although the current regulatory model permits 
distribution rates to be adjusted and costs to be deferred in order for the Partnership to earn its allowed rate of return, 
there is no assurance that such a rate of return will actually be received.  Circumstances requiring the Partnership to 
continually defer costs, with little prospect of ever being able to recover such costs in the future, could not continue 
indefinitely.  As of the end of fiscal 2006, the Partnership had accumulated deferred costs totaling approximately 
$101.9 million. 

Regulatory Regime:  Although the Government of New Brunswick and the former Public Utilities Board have 
approved the existing regulatory regime, no assurance can be given that the regulatory model will not be changed in 
the future in a manner adverse to the interests of Unitholders. 

Fluctuating Distributions:  Although the Partnership’s current practice is to distribute the Partnership’s net income, 
the amount and timing of any distribution will be determined in the sole discretion of the board of directors of the 
General Partner.  In addition, there can be no assurance regarding the amounts of available distributable cash. 

Availability of Gas Supply:  Natural gas being supplied by the Partnership originates from the Sable Offshore 
Energy Project (“SOEP”), the production of which over the long term remains unproven.  Accordingly, in the 
absence of alternate sources of supply of natural gas, such as from LNG or additional offshore development, any 
problems experienced by the SOEP would require natural gas to be supplied by an alternate supply source and could 
have the effect of negatively impacting the price of natural gas supply to EGNB’s customers. 

Availability of Capital Resources:  Significant costs are yet to be incurred relating to the gas distribution utility, 
including amounts needed to maintain the current distribution practice.  There can be no assurance that sufficient 
capital will be available on acceptable terms to the Partnership to fund all required expenditures. 

Legal Proceedings:  There are outstanding legal proceedings of a material nature instituted against EGNB by HEF 
Industries Ltd. and Neilson-Roso Pipeline in connection with the construction of a portion of the gas pipeline in 
2000 and 2001.  While EGNB believes that it has a sound defence to each of these claims and intends to vigorously 
defend the claims, the outcome of litigation is inherently uncertain. 

Limited Liability:  A Limited Partner may lose the protection of limited liability by taking part in the control of the 
business of the Partnership. 

Nature of Units:  The Units do not have a guaranteed rate of return and represent a fractional interest in the 
Partnership. 

Absence of Public Markets and Restrictions on Transfer:  There is currently no public market for the Units and 
the Partnership Agreement contains restrictions on the ability of Unitholders to transfer or assign the Units.  Resale 
of the Units will also be subject to restrictions of applicable securities legislation. 

Tax Related:  For a general summary of some of the tax related risk factors which prospective purchasers of Units 
should consider before making an investment decision, see “Income Tax Considerations”.  Prospective purchasers 
(including, in particular, those who intend to borrow to finance the purchase of their Units) should consult their own 
tax advisors with respect to their own particular circumstances. 

Leverage:  Borrowings or additional borrowings made for the Partnership will introduce financial risk that will 
increase the potential sensitivity of distributions by EGNB to interest rate variations and operational results. 
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Historical Financial Summary 
 

 Year ended December 31, 3 mos ended 
($000s)      2002     2003       2004      2005    2006 31-Mar-07 

(unaudited) 
Revenue       
 Distribution Revenue $ 1,181 $ 2,415 $ 3,735 $ 7,007 $ 12,308 $ 6,890 
 Other Revenue 1,203 434 584 504 780 158 
 2,384 2,849 4,319 7,511 13,088 7,048 

 Gas Sales - 597 5,586 12,531 13,062 6,545 
 Gas Costs - 597 5,586 12,531 13,062 6,545 
 - - - - - - 

 Installation Services Revenue - 375 3,332 11,203 8,870 3,925 
 Installation Services Costs - 313 2,924 10,652 7,516 3,397 
 - 62 408 551 1,354 528 

Net Revenue 2,384 2,911 4,727 8,062 14,442 7,576 

Expenses       
 Operations and Maintenance 3,235 1,765 2,079 2,227 2,275 645 
 Other 1,312 1,392 3,834 4,172 4,340 1,222 
 Total Expenses 4,547 3,157 5,913 6,399 6,615 1,867 

EBITDA (2,163) (246) (1,186) 1,663 7,827 5,709 
Amortization 4,477 4,985 5,812 6,656 5,364 1,299 
Interest Expense 2,913 4,157 6,448 7,233 7,320 2,134 
Income/(Loss) Before Deferral (9,553) (9,388) (13,446) (12,226) (4,857) 2,276 
Regulatory Deferral 15,209 16,317 19,252 21,735 19,150 1,790 
Net Income $ 5,656 $ 6,929 $ 5,806 $ 9,509 $ 14,293 $ 4,066 

Distributions $ 5,428 $ 6,971 $ 6,400 $ 6,918 $ 14,227 $ 3,664 

Key Financial Statistics 
 

Key financial statistics include annual earnings and Limited Partner distributions, expressed in total, on a per-Unit 
basis and on a yield/return basis, as set out below: 
 Year ended December 31, 

             2002          2003              2004          2005       2006 
Earnings      
 Partnership earnings (000’s) $  5,656 $  6,929 $  5,806 $  9,509 $ 14,293 
 Earnings per Unit1 $       98 $     121 $     101 $     114 $      112 
 Return on equity2 10.5% 12.8% 10.8% 10.7% 11.4% 

Cash Distributions      
 Cash distributions (000’s) $  5,428 $  6,971 $  6,400 $   6,918 $ 14,227 
 Cash distributions per Unit1 $       94 $     121 $     111 $        83 $      112 
 Cash yield on investment3 10.0% 12.9% 11.9% 7.7% 11.4% 
  1 Per Unit amounts based on Units after Unit split of 115:1 completed in May, 2005. 
  2 Equals earnings ÷ book value of partner’s equity (average for year). 
 3 Equals cash distributions ÷ book value of partner’s equity (average for year). 
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Purchasers’ Rights 
 

Purchasers’ Statutory Rights 

Securities legislation in certain of the provinces and territories of Canada provides purchasers with the right to 
withdraw from an agreement to purchase securities.  In several of the provinces and territories, the securities 
legislation further provides a purchaser with remedies for rescission or, in some jurisdictions, damages where a 
document such as this document contains a misrepresentation, provided that those remedies are exercised by the 
purchaser within the time limit prescribed by the applicable securities legislation.  Purchasers should refer to any 
applicable provisions of the securities legislation of their provinces for the particulars of these rights or consult with 
a legal advisor. 

Purchasers’ Contractual Rights 

Contractual Cancellation Right:  A purchaser may cancel an agreement to purchase the Units.  To do so, the 
purchaser must send a notice to the Partnership by midnight on the second business day after signing the 
Subscription Agreement.  

Contractual Rights of Action in the Event of a Misrepresentation: If there is a misrepresentation in this 
document, a purchaser has a contractual right to sue: 

(a) the Partnership to cancel the agreement to buy the Units, or 

(b) for damages against the Partnership and the General Partner. 

This contractual right to sue is available to a purchaser whether or not the purchaser relied on the misrepresentation.  
However, in an action for damages, the amount a purchaser may recover will not exceed the price that the purchaser 
paid for the Units and will not include any part of the damages that the Partnership or the General Partner proves 
does not represent the depreciation in value of the Units resulting from the misrepresentation.  The Partnership or the 
General Partner has a defence if it proves that a purchaser knew of the misrepresentation when the purchaser 
purchased the Units. 

If a purchaser intends to rely on the rights described in (a) or (b) above, the purchaser must do so within strict time 
limitations.  A purchaser must commence an action to cancel the agreement within 180 days after the purchaser 
signed the agreement to purchase the Units.  A purchaser must commence an action for damages within the earlier 
of 180 days after learning of the misrepresentation and six years after the purchaser signed the agreement to 
purchase the Units. 

Income Tax Considerations 
 

The Partnership is not generally itself a taxable entity. Each Limited Partner will be required to include in computing 
its income or loss for tax purposes for a taxation year, subject to the “at risk” rules, its pro rata share of the income 
or loss (and of taxable capital gains or allowable capital losses of the Partnership) for each fiscal year of the 
Partnership ending in, or at the end of, that taxation year, whether or not it has received or will receive a distribution 
from the Partnership.  The amount of income or loss allocated to a Limited Partner may exceed or be less than 
the amount of cash distributed by the Partnership to such Limited Partner. 

A Limited Partner of the Partnership will be a limited partner for purposes of the Income Tax Act, and will be 
subject to certain “at-risk” rules in the Income Tax Act.  Prospective purchasers should consult their own tax 
advisors with respect to the application of these rules to their particular circumstances. 

The Income Tax Act contains rules concerning “tax shelters” and “tax shelter investments”. The Units offered 
hereunder and the investment by the Partnership in EGNB’s gas distribution system have not been registered with 
the Canada Revenue Agency under the “tax shelter” registration rules. If either the Partnership's investment in 
EGNB’s gas distribution system or any Limited Partner's interest in the Units was a tax shelter or a tax shelter 
investment, the Partnership and its Limited Partners may be subject to negative tax consequences. 

The Partnership Agreement provides that investors are not permitted to finance the purchase of Units with 
borrowing that would be a “limited recourse amount” for the purposes of the Income Tax Act.  The Partnership 
Agreement further provides that an investor which is itself a limited partnership is prohibited from borrowing to 
finance the purchase of Units. The Partnership Agreement provides that each Limited Partner will indemnify 
the Partnership for any loss, claim, damage or liability the Partnership may incur if the manner in which the 
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acquisition by such Limited Partner of Units was financed results in the Units being a tax shelter.  
Accordingly, Limited Partners (and in particular those that propose to finance the purchase of Units) should 
consult their own tax advisors to ensure that their Units are not a tax shelter or a tax shelter investment. 

The disposition, whether actual or deemed, of Units held as capital property will result in a capital gain (or capital 
loss) equal to the amount by which the proceeds of disposition, net of any costs of disposition, exceed (or are less 
than) the adjusted cost base of the Units. The disposition of Units to a person exempt from tax under the Income Tax 
Act may give rise to adverse consequences to the transferor.  The realization of a capital gain by a Limited Partner 
upon the disposition of Units may give rise to a liability for alternative minimum tax. Where, at the end of a fiscal 
period of the Partnership, the adjusted cost base to a Limited Partner of a Unit becomes a negative amount, the 
negative amount is deemed to be a gain from the disposition, at the end of the fiscal period, of the Unit.  Income, 
losses and distributions by the Partnership will have the effect of increasing or decreasing the adjusted cost base of a 
Unit. 

On October 31, 2006, the Minister of Finance (Canada) (the “Minister”) announced proposals which deal with the 
taxation regime applicable to specified investment flow-through trusts or partnerships (a “SIFT”).  In addition, on 
December 15, 2006, the Minister released growth guidelines applicable to SIFTs.  Bill C-52, which implements 
these proposals, received first reading in the House of Commons on March 29, 2007. There can be no assurance that 
the SIFT proposals will be enacted in the form set out in Bill C-52. 

This summary is of a general nature only and is not intended to be legal or tax advice to any particular 
prospective purchaser of Units.  Consequently, prospective purchasers (including, in particular, those who 
intend to borrow to finance the purchase of their Units) should consult their own tax advisors with respect to 
their particular circumstances. 

Additional Information 
 

Attached are the Partnership’s audited financial statements for the fiscal year ended December 31, 2006 which also 
include comparative data for 2005 and unaudited interim financial statements as at March 31, 2007 with 2006 
comparative data. 

Copies of the Franchise Agreement and the Partnership Agreement will be provided to potential purchasers on 
request. 

Contact Particulars 
 

EGNB’s head office is located at: Suite 101, 440 Wilsey Road 
    Fredericton, NB  E3B 7G5 
 Telephone: (506) 444-7773 
 Facsimile: (506) 457-7753 

For further information, contact Jamie LeBlanc, Manager, Finance and Control for EGNB at (506) 457-7736 or 
jamie.leblanc@enbridge.com. 
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February 27, 2007 
(May 10, 2007 with respect to note 15) 
 
 
 
 

Auditors’ Report 
 
 

To the Board of Directors of the General Partner of 

Enbridge Gas New Brunswick Limited Partnership 
 
We have audited the balance sheets of Enbridge Gas New Brunswick Limited Partnership (the 
Partnership) as at December 31, 2006 and 2005 and the statements of partners’ equity, income, and 
cash flows for the years then ended. These financial statements are the responsibility of the 
Partnership’s management. Our responsibility is to express an opinion on these financial statements 
based on our audit. 
 
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 
 
In our opinion, these financial statements present fairly, in all material respects, the financial position 
of the Partnership as at December 31, 2006 and 2005 and the results of its operations and its cash flows 
for each of the years then ended in accordance with Canadian generally accepted accounting principles. 
 
 
 
 
 
 
 
Chartered Accountants 
 

                                      NBEUB 2010-003 
Board Interrogatory No. 3(2) - attachment 
                                                   Page 187



 

 

Enbridge Gas New Brunswick Limited Partnership 
Balance Sheets  
As at December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
  

 

 

Approved by the Board of Directors 
 
___________________________________ Director ___________________________________ Director 
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2006 

$  
2005 

$ 
     

Assets     
     
Current assets     
Cash  –  220 
Restricted term deposit (note 3)  2,965  3,016 
Accounts receivable  13,168  14,753 
Amount receivable from an affiliated company (note 9)  –  21,088 
Current portion of long-term receivables (note 5)  14  100 
Prepaid expenses and other  367  355 
Inventory – installation services  763  332 
Purchase gas variance  1,207  147 
     
  18,484  40,011 
     
Property, plant and equipment (note 4)  141,131  114,647 
     
Long-term prepaid expenses  6  25 
     
Inventory – utility  1,189  945 
     
Long-term receivables (note 5)  109  39 
     
Line-pack gas (note 6)  16  16 
     
Deferred charges (note 7)  102,812  84,485 
     
Intangible asset (note 8)  2,700  2,900 
     
  266,447  243,068 
     
Liabilities     
     
Current liabilities     
Bank overdraft  992  – 
Accounts payable and accrued liabilities  16,315  15,343 
Amounts due to affiliated companies (note 9)  1,363  1,014 
     
  18,670  16,357 
     
Notes payable to an affiliated company (note 10)  122,650  101,650 
     
  141,320  118,007 
     

Partners’ Equity   125,127  125,061 
     
  266,447  243,068 
     
Commitments and contingencies (note 13)     
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Enbridge Gas New Brunswick Limited Partnership 
Statements of Partners’ Equity  
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 
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2006 

$  
2005 

$ 
     
Partners’ capital – Beginning of year  120,971  52,000 
     
Contributions during the year   –  68,971 
     
Partners’ capital – End of year (note 11)  120,971  120,971 
     
     
Surplus – Beginning of year  4,090  1,499 
     
Net income for the year  14,293  9,509 
     
Distribution to Partners   (14,227)  (6,918) 
     
Surplus – End of year  4,156  4,090 
     
Partners’ equity  125,127  125,061 

     
     
Distribution per unit  112  83 
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Enbridge Gas New Brunswick Limited Partnership 
Statements of Income  
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 
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2006 

$  
2005 

$ 
     

Revenues     
Distribution and demand  12,308  7,007 
Allowance for funds used during construction  113  106 
Interest on note receivable  309  149 
Other interest   120  114 
Miscellaneous  238  135 
     
  13,088  7,511 
     
Gas sales  13,062  12,531 
Gas costs  13,062  12,531 
     
  –  – 
     
Installation services revenue  8,870  11,203 
Installation services costs  7,516  10,652 
     
  1,354  551 
     
Net revenues  14,442  8,062 
     
Expenses     
Amortization of deferred charges and intangible asset  1,023  3,267 
Amortization of property, plant and equipment  4,341  3,389 
Bad debts  162  249 
Corporate services  441  384 
Interest on notes payable  7,320  7,233 
Operating and maintenance   2,275  2,227 
Other interest   172  89 
Property taxes  699  597 
Transportation (net)  2,866  2,853 
     
  19,299  20,288 
     
Loss before regulatory deferral  (4,857)  (12,226) 
     
Regulatory deferral (note 7)  19,150  21,735 
     
Net income for the year  14,293  9,509 

     
     
     
Net income per unit  112  114 
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Enbridge Gas New Brunswick Limited Partnership 
Statements of Cash Flows 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 
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2006 

$  
2005 

$ 
     

Cash provided by (used in)     
     
Operating activities     
Net income for the year  14,293  9,509 
Charges (credits) to income not involving cash     

Allowance for funds used during construction  (113)  (106) 
Amortization of deferred charges and intangible asset  1,023  3,267 
Amortization of property, plant and equipment  4,341  3,389 
Regulatory deferral  (19,150)  (21,735) 
Purchase gas variance  (1,060)  756 

     
  (666)  (4,920) 
Net change in non-cash working capital balances related to operations     

Decrease (increase) in accounts receivable  1,585  (6,107) 
Decrease (increase) in prepaid expenses and other  7  77 
Decrease (increase) inventory – installation services  (431)  85 
Increase (decrease) in accounts payable and accrued liabilities  (1,519)  267 
Increase (decrease) in amounts due to affiliated companies  349  (1,015) 

     
  (675)  (11,613) 
     
Financing activities     
Long-term borrowings from an affiliated company  21,000  20,000 
Repayment of notes payable to an affiliated company  –  (26,262) 
Distribution to Partners  (14,227)  (6,918) 
Decrease in long-term receivables  13  14 
Contributions from Partners – net of issuance costs  –  68,971 
Increase in bank overdraft  992  – 
     
  7,778  55,805 
     
Investing activities     
Decrease in restricted term deposit   51  155 
Additions to property, plant and equipment – net  (28,218)  (23,262) 
Reduction in (additions to) inventory – utility   (244)  119 
Collection of (advance to) an affiliated company  21,088  (21,088) 
     
  (7,323)  (44,076) 
     
Net change in cash for the year  (220)  116 
     
Cash – Beginning of year  220  104 
     
Cash – End of year  –  220 

     
Supplementary cash flow information (note 14)     
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(1) 
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1 Status and nature of operations 

a) Nature of operations 

The Enbridge Gas New Brunswick Limited Partnership (the Partnership) was formed on January 18, 2000, 

for the purposes of developing, building and operating a natural gas distribution system in the Province of 

New Brunswick pursuant to and in accordance with a 20-year renewable general franchise granted to its 

General Partner, Enbridge Gas New Brunswick Inc., on August 31, 1999, by the Province of New 

Brunswick for such purposes under the Gas Distribution Act 1999 (New Brunswick).  On February 13, 

2002, the Province of New Brunswick consented to the assignment by the General Partner of the rights and 

obligations under the General Franchise Agreement and ownership of the general franchise to the 

Partnership. 

The Partnership’s main activity is the distribution of natural gas.  In May 2003, the Province of New 

Brunswick enacted legislation that allowed the Partnership to sell natural gas and provide retail and gas 

installation services with minimal regulatory oversight. 

b) Return on rate base 

The Partnership is allowed the opportunity to earn a return on its rate base intended to provide its partners 

with a fair return on investment and to cover the cost of interest expense on debt.  The Partnership’s return 

on rate base is equal to the sum of (a) its net rate base as prescribed by the PUB multiplied by the allowed 

equity component percentage multiplied by the allowed rate of return on equity, plus (b) its net rate base 

multiplied by the allowed debt component percentage multiplied by the allowed regulatory rate for debt. 

The Partnership’s current regulated capital structure was approved by the PUB and is set at 50% for debt 

and 50% for equity.  The rate of return on equity is set at 13% and the allowed regulatory rate for debt is 

set at 6.56% for 2006.
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(2) 
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2 Significant accounting policies 

a) Statement presentation 

These financial statements include only the assets and liabilities and operations of the Partnership and do 

not include other assets and liabilities of the Partners.  Net income for the year is allocated to the Partners 

in accordance with the Limited Partnership Agreement.  Any income taxes payable or recoverable are the 

responsibility of the individual Partners.  Accordingly, these financial statements do not include any 

provision for income taxes or any tax credits that may be available. 

b) Segmented information 

Management has determined that the Partnership is engaged in a single operating segment.  The 

Partnership operates as a gas distributor in the Province of New Brunswick and provides all other services 

required for customers to obtain natural gas, including gas transportation services, coordination of 

customers’ acquisition of gas commodity from third-party marketers, and the provision of meter reading 

and bundled billing for gas distribution and third-party commodity supply.  In 2003, the Partnership 

commenced the sale of the gas commodity and other ancillary services, including the sale, installation and 

service of gas appliances and equipment which is considered by management as an integrated service of the 

gas distribution business. 

c) Financial statement effects of rate regulation 

The Partnership’s primary business activities are subject to regulation by the Board of Commissioners of 

Public Utilities of the Province of New Brunswick (PUB). The Partnership follows accounting practices 

prescribed by its regulator or stipulated in approved ratemaking decisions that are subject to examination 

and approval by the PUB and are similar to those being used by other enterprises in the gas distribution 

industry in Canada.  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 costs incurred is dependant upon the approval of the PUB. 

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 oil for end use customers.  This rate setting methodology has been 

approved by the PUB for use during the development period after which rates are expected to be cost 

based. The PUB has approved a regulatory deferral account to capture the difference between the 

Partnership’s regulated revenues and its cost of service as outlined in notes 2 (o) and 7 which non-regulated 

enterprises would not recognize.
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(3) 

 

 

 

- 18 - 

2 Significant accounting policies (continued) 

c) Financial statement effects of rate regulation (continued) 

The PUB permits an allowance for funds used during construction (AFUDC) to be included in the rate base 

note 2 (g). 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 component, 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 during the construction phase would not be recognized nor would the 

subsequent depreciation of the asset. 

As prescribed by the PUB, 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 account as outlined in note 2 (k) to defer the gain 

or loss on sale. Non-regulated enterprises would normally account for the gain or loss in the statement of 

income. 

As allowed by the PUB, the Partnership capitalizes certain operating and maintenance expenses incurred 

during the Partnership’s development period as outlined in notes 2 (h) and 4. Non-regulated enterprises 

may expense certain of these costs in the period incurred. 

Enbridge Inc., on behalf of the Partnership, maintains a pension plan which provides defined benefit 

pension benefits as outlined in note 2 (f). As prescribed by the PUB, 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 earnings as services are rendered. 

d) Management estimates 

The preparation of the Partnership’s financial statements with generally accepted accounting principles 

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.  Management estimates are made in accordance with gas distribution industry 

practices.  Significant areas requiring the use of management estimates relate to, but are not limited to, 

accounting for doubtful accounts, contingencies, regulatory deferral and impairment of assets.  Actual 

results could differ from those estimates. 

e) Revenue recognition 

Distribution revenue is recognized in a manner that is consistent with the underlying rate design as 

mandated by the regulatory activity.  Sales of natural gas, retail and gas installation services are recorded 

when products have been delivered or services have been performed.
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(4) 
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2 Significant accounting policies (continued) 

f) Post employment benefits 

Enbridge Inc., on behalf of the Partnership, maintains both defined benefit and defined contribution 

pension plans for the employees of the Partnership and its General Partner.  For the defined benefit plan, 

contributions made to the plan are expensed as paid.  For the defined contribution plan, contributions made 

are expensed. 

g) Allowance for funds used during construction 

The Partnership provides for the cost of capital invested in property while under construction by including 

an “allowance for funds used during construction” (AFUDC) as an addition to the cost of the property 

constructed.  AFUDC is calculated using a rate weighted on the capital structure and includes a return on 

equity component and allowance for borrowed funds.  The capital structure, return on equity and the 

method for calculating the allowance for borrowing which make up this weighted rate are prescribed by the 

PUB.  AFUDC will be charged to operations through amortization over the service life of the related assets 

and recovered through future revenues. 

h) Property, plant and equipment 

Property, plant and equipment are stated at original cost. Direct expenditures for system expansion and 

customer attachments, AFUDC, other associated regulatory costs and an allocation of operating and 

maintenance expenditures are capitalized.  Operating and maintenance expenditures include consulting, 

distribution operations and maintenance, fleet, information technology, marketing programs and incentives 

incurred or internally allocated where the fair value can be determined and related to customer attachments, 

office supplies, planning and technical services, regulatory, rents, and salary and related benefits. 

Amortization is provided on a straight-line basis on plant in service at the following rates. These rates have 

been approved by the PUB:   

Street services  3.83%   
Meters and regulators  3.83%   
Distribution mains  2.43%   
Stations  4.40%   
Structures and improvements  1.70%   
Furniture and equipment  4.40%   
Tools and work equipment   5.30%   
Computer hardware and software  28.80%   
Transportation  11.80%   
Communications  28.80%   

 

Leasehold improvements are amortized over the term of the related leases.
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(5) 
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2 Significant accounting policies (continued) 

i) Marketing incentives 

Marketing programs include amounts accrued or paid to customers to incent them to convert to natural gas.  

The Partnership recognizes these incentives in accordance with the terms of specific customer agreements 

where such terms exist.  Where specific terms do not exist, incentives are recognized when the customer 

commits to conversion through the signing of a Street Service Application. 

j) Inventories 

Inventories consist of both parts and materials that are not held for resale, which are associated with the 

construction of the distribution system, and retail items to be sold to natural gas consumers.  Inventories are 

valued at the lower of cost, using a weighted average cost, and net realizable value. 

k) Purchase gas variance 

In accordance with the Gas Distributor Marketing Regulation, any gains or losses on the sale of natural gas 

are not included in the statement of income.  The difference between the natural gas sales and the actual 

cost of gas is deferred in the Purchase Gas Variance Account (PGVA) as prescribed by the PUB.  The 

future sale price of natural gas is adjusted periodically to ensure the PGVA balance is eliminated over time.   

l) Installation service operations 

The results of operations of the installation services division are included in the statement of income for the 

year and are included in the determination of the regulatory deferral account balance. 

m) Franchise fee 

A franchise fee was paid to the Province of New Brunswick upon the granting of the General Franchise. 

This fee is recorded at cost less accumulated amortization.  Amortization is being provided for on a 

straight-line basis over the 20-year term of the franchise.  The franchise fee is recorded as a component of 

deferred charges. 

n) Deferred development charges and carrying costs 

Effective April 2001, amortization is being provided for on a straight-line basis over a five-year period as 

directed by the PUB.
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(6) 
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2 Significant accounting policies (continued) 

o) Regulatory deferral 

The PUB has approved a regulatory deferral account to capture the difference between the Partnership’s 

regulated distribution revenue, including the results of operations from the installation services division 

from 2003 on and its regulated cost of service during the development period.  The regulated cost of 

service includes certain actual expenses incurred during the year, plus deemed capital tax and regulated 

return on rate base. 

The regulatory deferral account balance will be amortized over a recovery period as approved by the PUB.  

In a decision rendered by the PUB in January 2005, the PUB has indicated that it does not believe it would 

be appropriate to determine a specific recovery period for the regulatory deferral account, however, the 

PUB has indicated that the recovery period would begin at the end of the development period and end no 

sooner than December 31, 2040.  The PUB has stated that it believes that the regulatory deferral account 

balance should be recovered through rates after the end of the development period.  The end of the 

development period and subsequent cost of service based on distribution rates are subject to PUB approval.  

Amounts included in the regulatory deferral account are approved by the PUB annually as part of its review 

of the financial results. 

The Partnership is allowed to earn a return on the average balance of the regulatory deferral account for 

each fiscal year equal to the overall rate of return as approved by the PUB. 

p) Intangible asset 

Intangible asset is recorded at cost less accumulated amortization.  Amortization is being provided for on a 
straight-line basis over the 20-year term of the franchise.  
 

q) Foreign currency translation 

Foreign currency translation of current assets and liabilities denominated in U.S. dollars is converted at the 

rate of exchange in effect at the balance sheet date.  Income and expense items are translated at the rate of 

exchange in effect at the transaction date.  Translation gains or losses are included in determining income 

(loss) for the period. 
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(7) 
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2 Significant accounting policies (continued) 

r) Hedging relationships    

The Partnership has adopted the new guideline for identifying, designating and documenting hedge 

relationships, and assessing their effectiveness.  The guideline provides parameters on the conditions 

necessary for hedge accounting to be applied, but does not specify the methods to be used in its application.  

Under this method, gains and losses on derivative instruments that qualify for hedge accounting are not 

recorded until they are realized.  Amounts received or paid related to derivative financial instruments used 

to hedge energy commodity prices are recognized as part of the cost of the underlying physical purchases 

on settlement. 

If a derivative instrument designated as a hedge ceases to be effective or 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 the period they 

occur.  If the anticipated transaction is no longer probable, the gain or loss is recognized immediately. 

s) Asset retirement obligations 

No material amount has been recorded for asset retirement obligations relating to the Partnership’s assets as 

it is not possible to make a reasonable estimate of the fair value of the liability due to the indeterminate 

timing and scope of the asset retirements. Management also believes it is reasonable to assume that all 

retirement costs associated with the regulated assets will be recovered through rates in future periods and 

therefore any liability recorded would be offset by an asset. 

t) Asset impairment 

Effective January 1, 2004, the Partnership adopted the new CICA standard for recognizing, measuring and 

disclosing impairment of long-lived assets held for use. The new standard has not had a significant impact 

on the Partnership’s financial results. 

u) Net income per unit 

Net income per unit is calculated by dividing net income by the weighted average number of units issued 

and outstanding during the year. 

3 Restricted term deposit  

The restricted term deposit consists of funds set aside to comply with Maritimes & Northeast Pipeline Limited 

Partnership (M&NP) credit requirements for the supply of transmission capacity (note 13(a)).  M&NP is entitled 

to access these funds upon written notification if the Partnership defaults on the terms of payment.  This deposit 

will only be in effect until such time as the Partnership obtains the required credit rating.  
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(8) 
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4 Property, plant and equipment  

      2006 
       

  
Cost 

$  

Accumulated 
amortization 

$  
Net 
$ 

       
Land   362  –  362 
Right of way/easements  109  –  109 
Street services  25,367  2,153  23,214 
Meters and regulators  10,470  965  9,505 
Distribution mains  105,950  7,629  98,321 
Stations  8,644  955  7,689 
Furniture and equipment   333  64  269 
Tools and work equipment   479  92  387 
Computer hardware and software  1,996  1,392  604 
Transportation  22  9  13 
Communications  8  6  2 
Leasehold improvements  311  103  208 
Construction work-in-progress  443  –  443 
Salvage and dismantlement  5  –  5 

       
  154,499  13,368  141,131 

 
      2005 
       

  
Cost 

$  

Accumulated 
amortization 

$  
Net 
$ 

       
Land   362  –  362 
Right of way/easements  107  –  107 
Street services  20,485  1,302  19,183 
Meters and regulators  8,484  605  7,879 
Distribution mains  82,638  5,410  77,228 
Stations  7,851  598  7,253 
Furniture and equipment   313  49  264 
Tools and work equipment   414  69  345 
Computer hardware and software  1,679  914  765 
Transportation  22  7  15 
Communications  6  6  – 
Leasehold improvements  210  93  117 
Construction work-in-progress  1,129  –  1,129 

       
  123,700  9,053  114,647 

 

During the year, the Partnership deferred and capitalized $17,960 (2005 - $14,798) of operating and 

maintenance expenditures related to the attachment of customers and system expansion.  Since its inception, the 

Partnership has deferred and capitalized $66,413 of these expenditures.
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(9) 
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5 Long-term receivables 

Long-term receivables result from two types of purchase and sales agreements relating to gas equipment sold to 

residential distribution customers.  Certain of the long-term receivable loans are non-interest bearing and 

collectible over ten years and others are interest free for the first year, then bearing interest rates between 9.3% 

to 9.5%, collectible over ten years. 

  
2006 

$  
2005 

$ 
     

Long-term receivables  123  139 
Less: Current portion of long-term receivables  14  100 

     
  109  39 

 

6 Line-pack gas 

Line-pack gas represents the cost of gas owned by the Partnership that is used to maintain the line pressure 

required for the distribution of gas.
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Enbridge Gas New Brunswick Limited Partnership 
Notes to Financial Statements 
For the years ended December 31, 2006 and 2005 

 
(in thousands of dollars, except per unit amounts) 

 

 
 

(10) 
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7 Deferred charges 

               2006 
       

  
Cost 

$  

Accumulated 
amortization 

$  
Net 
$ 

       
Franchise fee  1,500  550  950 
Carrying cost on deferred development charges  1,125  1,125  – 
Deferred development charges  13,837  13,837  – 
Regulatory deferral (see below)  101,862  –  101,862 

       
  118,324  15,512  102,812 

 
               2005 
       

  
Cost 

$  

Accumulated 
amortization 

$  
Net 
$ 

       
Franchise fee  1,500  475  1,025 
Carrying cost on deferred development charges  1,125  1,069  56 
Deferred development charges  13,837  13,145  692 
Regulatory deferral (see below)  82,712  –  82,712 

       
  99,174  14,689  84,485 

 

Regulatory deferral 

  
2006 

$  
2005 

$ 
     

Balance – Beginning of year  82,712  60,977 
     

Regulated cost of service and regulated return on rate base  33,170  29,542 
     

Regulated revenues  (14,020)  (7,807) 
     

Net increase  19,150  21,735 
     

Balance – End of year  101,862  82,712 

 

8 Intangible asset  

Gas utility franchise    
Cost 

$  

Accumulated 
amortization 

$  
Net 
$ 

         
2006    4,000  1,300  2,700 

         
2005    4,000  1,100  2,900 

 

The Partnership acquired the joint venture interests of Gas New Brunswick (GNB) at fair market value based on 

an independent valuation, which resulted in the recognition of an intangible asset with a definite life in the 

amount of $4,000 representing the premium on transfer of the gas utility franchise interests to the Partnership.
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Notes to Financial Statements 
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9 Related party transactions 

a) The Partnership had transactions with related parties as follows: 

  
2006 

$  
2005 

$ 
     

Legal, administrative, engineering, information technology 
and consulting services incurred  1,861  1,682 

Fleet services incurred  538  488 
Other transactions  145  136 
Interest expense incurred  7,320  7,233 
Interest income earned  (309)  (149) 
Payroll transferred from General Partner  6,669  6,267 
Insurance transferred from an affiliated company  175  110 

     
These transactions are recorded at amounts which are considered by management to be at fair market 

values. 

b) As at December 31, the amounts due to (from) affiliated companies are as follows: 

  
2006 

$  
2005 

$ 
     

Amount receivable from an affiliated company which 
includes accrued interest of nil (2005 - $88)     

Enbridge Inc.  –  21,088 

 

  
2006 

$  
2005 

$ 
     

Accounts payable and accrued liabilities      
Included in accounts payable and accrued liabilities is accrued 

interest on the notes payable to an affiliated company  876  717 

 

  
2006 

$  
2005 

$ 
     

Amounts due to (from) affiliated companies     
Enbridge Pipeline Inc.  9  4 
Enbridge Inc.  418  119 
Enbridge Gas Distribution Inc.  96  193 
Enbridge Commercial Services Inc.  16  8 
Enbridge Gas New Brunswick Inc.  783  674 
Enbridge Operational Services  50  25 
Enbridge Atlantic Energy Services Inc.  (9)  (9) 

     
  1,363  1,014 

 

The Partnership reimburses its General Partner, Enbridge Gas New Brunswick Inc., for the services of its 

employees.  This reimbursement includes all salary and payroll related costs.
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10 Notes payable to an affiliated company 

  
2006 

$  
2005 

$ 
     

$6,150 Promissory note due February 7, 2011, bearing interest of 
7.95% per annum  6,150  6,150 

$6,000 Promissory note due June 30, 2012, bearing interest of 7.89% 
per annum  6,000  6,000 

$7,500 Promissory note due December 24, 2012, bearing interest of 
7.41% per annum  7,500  7,500 

$13,000 Promissory note due June 27, 2013, bearing interest of 
6.96% per annum  13,000  13,000 

$14,000 Promissory note due December 30, 2013, bearing interest of 
7.14% per annum  14,000  14,000 

$14,000 Promissory note due March 24, 2014, bearing interest of 
6.69% per annum  14,000  14,000 

$21,000 Promissory note due November 28, 2014, bearing interest of 
6.95% per annum  21,000  21,000 

$6,000 Promissory note due March 30, 2015, bearing interest of 
6.93% per annum  6,000  6,000 

$14,000 Promissory note due December 28, 2015, bearing interest of 
6.53% per annum  14,000  14,000 

$21,000 Promissory note due December 19, 2016, bearing interest of 
6.520% per annum  21,000  – 

     
  122,650  101,650 

     
The above notes are payable to Enbridge Inc.  Interest on the above notes is paid semi-annually.
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11 Partners’ capital 

a) Authorized 

Unlimited number of units, each unit is equal with any other unit and is entitled to the same rights, 

privileges and obligations. 

b) Issued 

  Units  
2006 

$  Units  
2005 

$ 
         

General Partner –  
1% interest  –  520  –  520 

Limited Partners –  
99% interest  127,215  120,451  127,215  120,451 

         
    120,971    120,971 

 

Each unit represents an equal undivided limited partnership interest in the Partnership and entitles the holder 

thereof to participate equally in distributions to unit holders of the Partnership.   

c) Transactions during the year 

i) On May 12, 2005, the Partnership agreement was amended to sub-divide the 495 issued Partnership 

units on a 115:1 basis thereby increasing the issued number of units to 56,925. 

ii) In 2005, the Partnership issued 70,290 units for cash consideration of $70,290, net of issuance costs of 

$1,319.
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12 Financial instruments and risk management 

a) Fair value of financial instruments 

The Partnership’s financial instruments recorded in the balance sheet consist of restricted term deposits, 

other receivables, accounts payable and accrued liabilities and amounts due to and from affiliated 

companies, including notes payable.  As at December 31, 2006 and 2005, the fair market value of the 

Partnership’s financial instruments approximates their carrying value due to the short-term and/or payment 

terms of these instruments.  

b) Credit risk 

The Partnership’s customers taking EGNB’s system gas (EUG) are exposed to movements of the price of 

energy commodities.  In order to manage these exposures for ratepayers, Enbridge Inc., on behalf of the 

Partnership, utilizes derivative financial instruments to create offsetting positions to specific exposures.  

These instruments are not used for speculative purposes. 

Derivative financial instruments involve credit and market risks.  Credit risk arises from the possibility that 

a counter party will default on its contractual obligations and is limited to those contracts where the 

Partnership would incur a loss in replacing the instrument.  The Partnership minimizes credit risk by 

entering into risk management transactions only with institutions that possess investment grade credit 

ratings or with approved forms of collateral. 

c) Commodity price risk (in dollars)  

As of December 31, 2006, the Partnership is in the first year of a seven-year agreement for 3,000 

MMBtu/day.  The contract expires during 2013.  Also, the partnership has a one year contract beginning 

November 1, 2006 and expiring October 31, 2007 for 5,000 MMBtu/day during the winter months 

(November to March) and 2,000 MMBtu/day during the summer (April to October).  The Partnership 

renewed its “Production Output” supply contract for an additional 12 month term, where the daily contract 

quantity shall equal the portion of the seller’s share of supply from Sable Offshore Energy Project (SOEP) 

which is in excess of 43,200 MMBtu/day (45,578 GJ/d) up to a maximum daily quantity of 4,748 GJ at 

market determined prices.   

d) Natural gas supply management 

The Partnership hedges a portion of its cost of future natural gas supply requirements.  Amounts paid or 

received under the agreements are recognized as part of the costs of the natural gas purchases.  Also, as 

prescribed by the PUB, the Partnership recognizes gains and losses on the sale of natural gas by 

incorporating them into future natural gas pricing though the use of a purchase gas variance account. 

As at December 31, 2006, the Partnership had transacted two natural gas hedges for the period of January 

1, 2007 to June 2007, to manage the price for approximately 654,800 MMBtu of natural gas with a hedged 

value of $8,700.  The fair value of these financial hedges approximates $5,540 as at December 31, 2006.
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13 Commitments and contingencies (continued) 

g) The Partnership entered into an agreement with the Department of National Defense on October 5, 2006, 

to convert 1,500 Canadian Forces Housing Units to natural gas.  Conversion work is scheduled to be 

completed on or before March 31, 2008.  As of December 31, 2006, 259 units have been converted.  On 

December 31, 2006, approximately $1,800 has been spent on this conversion.  An additional $7,600 

investment is projected to be incurred by the Partnership to complete the project.  

14 Supplementary cash flow information 

  
2006 

$  
2005 

$ 
     

a)     Interest paid on notes payable to an affiliated company  7,161  7,396 

     
b)     Non-cash transactions     

                Additions to property, plant and equipment included in accounts 
payable and accrued liabilities  2,491  2,082 

 

15 Subsequent events 

a) Effective February 1, 2007, the Province of New Brunswick created the Energy and Utilities Board 

(EUB).  This board replaces the former Public Utilities Board.  The EUB is tasked with regulating the 

natural gas distribution sector in the Province of New Brunswick. 

b) The General Partner on behalf of the Partnership has decided to offer 29,126 units of the Partnership to the 

existing limited partners (under their pre-emptive rights) and to other residents of New Brunswick.  All 

units will be offered at a per unit price of $1,030. 

The gross proceeds to the Partnership is $29,999,780 (expressed in whole dollars). 
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March 31, 2007 and 2006 
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May 10, 2007 
 
 
 
 

Notice to Reader 
 
 
The management of Enbridge Gas New Brunswick Limited Partnership is responsible for the 

preparation of the accompanying unaudited interim financial statements.  The interim financial 

statements have been prepared in accordance with Canadian generally accepted accounting principles 

and are considered by management to present fairly the financial position, operating results and cash 

flows of the Partnership.  As these statements have been prepared on an interim period, they do not 

conform in all respects to the requirements of Canadian generally accepted accounting principles for 

annual financial statements.  These interim financial statements have been prepared using the same 

accounting policies and methods as, and should be read in conjunction with, the most recent audited 

annual financial statements which are also contained within the offering document dated May 10, 2007.   

 

 

__________________________________ 
David B. Charleson 
General Manager 

 

 

__________________________________ 
Jamie D. LeBlanc 
Manager, Finance and Control 
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March 31, 
2007 

$  

December 31, 
2006 

$ 
Assets     
     
Current assets     
Restricted term deposit   2,993  2,965 
Accounts receivable  13,705  13,168 
Current portion of long-term receivables  15  14 
Prepaid expenses and other  61  367 
Inventory – installation services   1,063  763 
Purchase gas variance  2,262  1,207 
     
  20,099  18,484 
     
Property, plant and equipment   147,732  141,131 
     
Long-term prepaid expenses  1  6 
     
Inventory – utility  1,537  1,189 
     
Long-term receivables   137  109 
     
Line-pack gas   16  16 
     
Deferred charges  104,583  102,812 
     
Intangible asset   2,650  2,700 
     
  276,755  266,447 
     
Liabilities     
     
Current liabilities     
Bank overdraft  513  992 
Accounts payable and accrued liabilities  16,167  16,315 
Amounts due to affiliated companies  11,896  1,363 
     
  28,576  18,670 
     
Notes payable to an affiliated company   122,650  122,650 
     
  151,226  141,320 
     
Partners’ Equity      
     
Partners’ Equity   125,529  125,127 
     
Accumulated other comprehensive income (note 2(b))  –  – 
     
  125,529  125,127 
     
  276,755  266,447 
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2007 

$  
2006 

$ 
     

Partners’ capital – Beginning of periods  120,971  120,971 
     
Contributions during the periods  –  – 
     
Partners’ capital – End of periods  120,971  120,971 
     
     
Surplus – Beginning of periods  4,156  4,090 
     
Net income for the periods  4,066  2,812 
     
Distribution to Partners during the periods  (3,664)  (3,598) 
     
Surplus – End of periods  4,558  3,304 
     
Partners’ equity  125,529  124,275 

     
     
Distribution per unit  29  28 
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2007 

$  
2006 

$ 
     

Revenues     
Distribution and demand  6,890  3,664 
Allowance for funds used during construction  8  16 
Interest from affiliates  –  184 
Other interest  51  30 
Miscellaneous  99  69 
     
  7,048  3,963 
     
Gas sales  6,545  6,226 
Gas costs  6,545  6,226 
     
  –  – 
     
Installation services revenue  3,925  974 
Installation services cost  (3,397)  (1,006) 
     
  528  (32) 
     
Net revenues  7,576  3,931 
     
Expenses     
Amortization of deferred charges and intangible asset  69  817 
Amortization of property, plant and equipment  1,230  1,010 
Bad debts (recovery)  89  (6) 
Corporate services  107  76 
Interest on notes payable  2,134  1,763 
Operating and maintenance  645  579 
Other  –  1 
Other interest  59  99 
Property taxes  204  191 
Transportation (net)  763  723 
     
  5,300  5,253 
     
Income (loss) before regulatory deferral  2,276  (1,322) 
     
Regulatory deferral  1,790  4,134 
     
Net income for the periods  4,066  2,812 

     
     
Net income per unit  32  22 
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2007 

$  
2006 

$ 
     

Cash provided by (used in)     
     
Operating activities     
Net income for the periods  4,066  2,812 
Charges (credits) to income not involving cash     

Allowance for funds used during construction  (8)  (16) 
Amortization of deferred charges and intangible asset  69  817 
Amortization of property, plant and equipment  1,230  1,010 
Regulatory deferral  (1,790)  (4,134) 
Purchase gas variance  (1,055)  530 

     
  2,512  1,019 
Net change in non-cash working capital balances related to operations     

Decrease (increase) in accounts receivable  (537)  1,128 
Decrease (increase) in prepaid expenses and other  306  108 
Decrease (increase) inventory – installation services   (300)  34 
Decrease (increase) in long-term prepaid expenses  5  5 
Increase (decrease) in accounts payable and accrued liabilities  (148)  (4,608) 
Increase (decrease) in amounts due to affiliated companies  10,533  258 

     
  12,371  (2,056) 
     
Financing activities     
Decrease (increase) in long-term receivables  (29)  27 
Increase in bank overdraft  (479)  – 
Distribution to Partners  (3,664)  (3,598) 
     
  (4,172)  (3,571) 
     
Investing activities     
Increase in restricted term deposit   (28)  (24) 
Additions to property, plant and equipment – net  (7,823)  (4,047) 
Reduction in (additions to) inventory – utility  (348)  54 
Increase (decrease) in advances to an affiliated company  –  10,904 
     
  (8,199)  6,887 
     
Net change in cash for the periods  –  1,260 
     
Cash – Beginning of periods  –  220 
     
Cash – End of periods  –  1,480 
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1 Accounting policies 

The accompanying unaudited financial statements have been prepared in accordance with Canadian generally 

accepted accounting principles (Canadian GAAP). These financial statements do not include all disclosures 

required for annual statements and therefore should be read in conjunction with the financial statements and 

notes thereto included in the most recent audited annual financial statements for the year ended December 31, 

2006.  These interim financial statements follow the same significant accounting policies and methods of 

application as those included in the annual financial statements, except as described in note 2. 

Income for interim periods may not be indicative of results for the fiscal year due to the seasonal nature of the 

gas distribution utility business and other factors. 

2 Changes in accounting policies 

Effective January 1, 2007, the Partnership adopted new accounting standards for Financial Instruments - 

Recognition and Measurement, Financial Instruments - Disclosure and Presentation, Comprehensive Income, 

and Hedges. These policies were adopted prospectively and accordingly, the prior periods were not restated.   

The adoption of the new standards did not impact the Partnership’s income or cash flows. 

a) Financial instruments  

Measurement and Presentation - The new standards require all financial assets and liabilities be recorded 

at fair value, except loans and receivables and certain instruments held to maturity.  Loans and receivables 

and certain instruments that are held to maturity are measured at amortized cost. For instruments measured 

at fair value, unrealized changes in fair value are recognized in income, unless the instrument is an 

available for sale asset or is designated, in which case the unrealized changes are recorded in Other 

Comprehensive Income. 

With the exception of recognizing derivative instruments at fair value, the Partnership has not changed the 

valuation of other financial instruments.

                                      NBEUB 2010-003 
Board Interrogatory No. 3(2) - attachment 
                                                   Page 214



 

Enbridge Gas New Brunswick Limited Partnership 
Notes to Unaudited Interim Financial Statements 
For the three months ended March 31, 2007 and 2006 

 
(in thousands of dollars, except per unit amounts) 
 

- 39 - 

(2) 

 

2 Changes in accounting policies (continued) 

b) Comprehensive income 

The new standards also require the Partnership to present a Statement of Comprehensive Income which 

consists of income, the effective portion of changes in unrealized gains and losses related to cash flow 

hedges not related to the Partnership’s gas purchase for its regulated gas distribution business.  The 

cumulative changes in Comprehensive Income are recorded in Accumulated Other Comprehensive Income 

(“AOCI”), a separate component of partners’ equity.  Unrealized gains and losses included in AOCI are 

reclassified to income when they become realized in accordance with hedge accounting standards or in the 

case of available for sale assets when they are sold. 

There were no unrealized gains or losses on adoption of the new standards nor were there any changes to 

comprehensive income during the period.  As such, a Statement of Comprehensive Income for the three-

month period ended March 31, 2007 has not been presented in these interim statements. 

c) Hedges 

For the Partnership’s regulated gas distribution businesses, a portion of the gas purchases are hedged using 

cash flow hedges.  The effective portion of changes in the fair value of the cash flow hedges are deferred 

as an asset or liability until they are settled, offset by an asset or liability on behalf of ratepayers. Upon 

settlement, the recognized gain or loss is recorded as a regulatory asset or liability and refunded to or 

collected from rate-payers in subsequent periods. The Partnership recognized a liability of $3,155 for 

unrealized losses related to gas purchase hedges for the regulated gas distribution business at January 1, 

2007, and a regulatory receivable of $3,155 and recognized a liability of $534 for unrealized losses related 

to gas purchase hedges for the regulated gas distribution business as March 31, 2007 and a regulatory 

receivable of $534. 
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