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interest rate hedges of $0.3 million (2008 – nil). The earnings of Alliance Canada are not 
sensitive to fluctuations in interest rates under its cost of service toll methodology. The total 
carrying value of the Fund’s variable rate debt was $233.8 million at December 31, 2009 (2008 - 
$174.1 million), of which $1.0 million relates to Alliance Canada’s variable rate debt (2008 - 
$57.5 million). 
 
Commodity Price Risk 
Commodity price risk is the risk of changes in cash flows or earnings due to changes in the 
market price of commodities. The Fund is exposed to movements in the price of power through its 
interest in certain wind power assets. To manage this exposure, the Fund uses fixed price power 
agreements that convert the floating price received when power is sold at a fixed rate.  
 
For the year ended December 31, 2009, a $5/MWh increase in the price of power would have 
increased after-tax earnings by $0.2 million (2008 - $0.3 million) as well as decreased other 
comprehensive income by $1.7 million (2008 - $1.7 million). In order to derive the impact of this 
change, the Fund used observable market inputs to derive future power prices, and discounted 
the expected cash flows.  
 
Summary of Derivative Instruments used for Risk Management 
The Fund uses the following cash flow hedges to manage fluctuations in power prices and 
interest rates.  

(millions of Canadian dollars, unless 

otherwise noted)

Notional 

Principal or 

Quantity 

Fair Value 

Receivable/

(Payable)
1

Maturity

Unrealized 

Gains/(Losses), 

net of tax
2

Realized 

Gains, net of 

tax
2

Chin Chute Power Swap (MW/H)                2.0             0.3 2017                     6.0                0.2 

Magrath Power Swap (MW/H)                2.8                -  2024                     2.8                0.2 

Interest Rate Swaps            350.0           (4.3) 2010 - 2013                   (3.1)                0.1 
          (4.0)                     5.7                0.5 

Year ended December 31, 2009

1
See Note 17 Financial Instruments for a description of the methodology used in deriving the fair value of these instruments.

2 
Changes in the fair value of effective cash flow hedging instruments are recorded in OCI and reclassed to earnings when the 

hedged item impacts earnings.

(millions of Canadian dollars, unless 

otherwise noted)

Notional 

Principal or 

Quantity 

(MW/H)

Fair Value 

Payable
1

Maturity

Unrealized 

Losses, net of 

tax
2

Realized 

Losses, net of 

tax
2

ChinChute Power Swap                2.0           (3.4) 2017                   (1.5)              (0.6)

Magrath Power Swap                2.8           (8.1) 2024                   (3.1)              (0.6)
        (11.5)                   (4.6)              (1.2)

2 
Changes in the fair value of effective cash flow hedging instruments are recorded in OCI and reclassed to earnings when the 

hedged item impacts earnings.

Year ended December 31, 2008

1
See Note 17 Financial Instruments for a description of the methodology used in deriving the fair value of these instruments.

Realized gains or losses on derivative instruments used as cash flow hedges are reported 
within revenues, for the power swaps, and interest expense, for the interest rate swaps, on the 
income statement. The current portion of the fair value payable of $3.8 million and receivable of 
$0.3 million (2008 – a payable of $1.2 million) are included in accounts payable and accrued 
liabilities. The Fund estimates these current balances related to cash flow hedges within 
Accumulated Other Comprehensive Loss will be reclassified to earnings in the next 12 months. 
Actual amounts reclassified to earnings depend on the power prices and interest rates in effect 
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when derivative contracts that are currently outstanding mature. The long-term portion of the fair 
value payable of $0.5 million (2008 – a payable of $10.3 million) is included in long-term 
liabilities.  
 
Unrealized Gains and Losses on Non-Qualifying Derivatives 
If a derivative instrument is not an effective hedge for accounting purposes or is not designated as 
a hedging item, changes in the fair value of the derivative instrument are recorded in current 
period earnings. As at December 31, 2009, the Fund is party to a 1MW fixed to floating power 
swap as well as an offsetting 1MW floating to fixed power swap, both of which mature in 2017. As 
at December 31, 2008, the Fund had a 1MW floating to fixed power swap maturing 2017. The 
Fund recognized an unrealized derivative gain of $0.6 million, net of tax, for the year ended 
December 31, 2009 (2008 – loss of $0.5 million after tax) related to power purchase swap 
agreements not designated as hedging instruments. Gains and losses on the non-qualifying 
derivatives are reported in revenues. These instruments have a fair value payable of $0.5 million 
at December 31, 2009 (2008 - $1.7 million payable). The current and long-term portions of this 
payable are reported within accounts payable and accrued liabilities and long-term liabilities, 
respectively. 
 
Liquidity Risk 
Liquidity risk is the risk that the Fund will not be able to meet its financial obligations, including 
commitments (see Note 20), as they become due. In order to manage this risk, the Fund forecasts 
its cashflow over the near and long term and ensures that sufficient funds will be available when 
required. The Fund’s primary sources of liquidity and capital resources are cash provided by 
operating activities and the Fund’s credit facilities and medium-term notes. The Fund maintains a 
current shelf prospectus with Canadian securities regulators, which enables, subject to market 
conditions, ready access to Canadian public capital markets. Cash from operations in combination 
with available committed standby credit facilities and planned debt capital markets funding is 
expected to be sufficient to meet the forecast liquidity and capital resource requirements of the 
Fund.  
 
Maturities of Financial Instruments 
The Fund generally has no financial instruments, other than derivative instruments, maturing 
beyond one year with the exception of its long-term debt (Note 8) and non-recourse long-term 
debt (Note 9). 
 
The Fund has estimated the following undiscounted cash flows will arise from its derivative 
instruments based on valuation at the balance sheet date: 
 
(millions of Canadian dollars) 2010 2011 2012 2013 2014 Thereafter

Cash inflows 0.5           0.3           -             0.4           -             -             

Cash outflows (4.0)          (0.9)          (0.2)          (0.2)          (0.1)          (0.5)          

Net cash flows (3.5)          (0.6)          (0.2)          0.2           (0.1)          (0.5)          

 
Credit Risk 
Entering into derivative financial instruments can result in exposure to credit risk. Credit risk arises 
from the possibility that a counterparty will default on its contractual obligations and is limited to 
those contracts where the Fund would incur a loss in replacing the instrument. The Fund enters 
into risk management transactions only with institutions that possess investment grade credit 
ratings. Credit risk relating to derivative counterparties is mitigated by utilization of credit exposure 
limits, contractual requirements and frequent assessment of counterparty credit worthiness. At 
December 31, 2009 the Fund does not have any material exposure to credit risk related to its 
derivative counterparties, as all material derivatives are in a payable position. 
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The Fund is exposed to credit risk through Alliance Canada’s investment in the MAV notes. Due 
to the lack of active market for these instruments and the uncertainties regarding the fair value of 
the underlying assets, there is risk that Alliance Canada will not receive the carrying value for the 
instruments upon maturity. The fair value of the MAV notes are evaluated on a regular basis as 
outlined in Note 17, Fair Value of Financial Instruments. 
 
Accounts receivable are also subject to credit risk. Generally, the Fund classifies receivables older 
than 30 days as past due. The maximum exposure to credit risk related to non-derivative financial 
assets is their carrying value, as disclosed in Note 17, Fair Value of Financial Instruments.  
 
Alliance Canada’s business is concentrated in the natural gas transportation industry and its 
revenue is dependent upon the ability of its shippers to pay their monthly demand charges. 
Alliance Canada limits, to some degree, its exposure to this credit risk by requiring its shippers 
to provide letters of credit or other suitable security unless they maintain specified credit ratings 
or can demonstrate equivalent financial strength. As at December 31, 2009, Alliance Canada 
held $19.6 million in letters of credit and cash deposits as security from its shippers. 
 
The Saskatchewan System’s trade receivables consist primarily of amounts due from 
companies operating in the oil and gas industry. The credit risk associated with these 
receivables is mitigated by use of counterparty credit exposure limits and by requiring less 
creditworthy shippers to provide credit enhancement which may include letters of credit, posting 
of collateral, netting provisions or other contractual requirements. 
 
Green Power is exposed to concentrations of credit risk since each project’s primary source of 
fixed price revenue is a single counterparty. This risk is mitigated by the strong creditworthiness 
of the counterparties. 
 
From time to time, accounts receivables and other financial assets are past due. The 
management and monitoring of these accounts is performed on an ongoing basis by each 
business. As at December 31, 2009 and December 31, 2008, accounts receivable in excess of 
90 days represented less than 1% of the total balance.  
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17. F A I R   V A L U E   O F   F I N A N C I A L   I N S T R U M E N T S  
 

The following table summarizes the Fund’s financial instrument carrying and fair values and 
provides a reconciliation to the balance sheet. 

(millions of Canadian dollars) Total

Fair 

Value
1

Assets

Cash and cash equivalents 17.6   -               -            -             -              17.6    17.6    

Liabilities

Distributions payable -       -               3.3          -             -              3.3      3.3      

Long-term debt -       -               296.1      -             -              296.1  302.9  

Non-recourse long-term debt -       -               763.0      -             -              763.0  789.0  

ECT Preferred Units -       -               380.2      -             -              380.2  505.7  

Long-term liabilities -       -               -            0.9           2.3             3.2      0.9      
1
Fair value does not include non-financial instruments.

189.8         194.6  4.8      

-       -               45.3        3.6           4.4             53.3    48.9    

-       37.2           -            -             1.3             38.5    37.2    

4.8     -               

Accounts receivable and 

other

December 31, 2009

Accounts payable and 

accrued liabilities

Deferred amounts and other 

assets

Held 

for 

Trading

Loans and 

Receivables

Other 

Financial 

Liabilities Derivatives

Non-

Financial 

Instruments

-            -             

 

(millions of Canadian dollars) Total

Fair 

Value
1

Assets

Cash and cash equivalents 17.3   -               -            -             -              17.3    17.3    

Liabilities

Distributions payable -       -               3.0          -             -              3.0      3.0      

Long-term debt -       -               278.8      -             -              278.8  272.5  

Non-recourse long-term debt -       -               795.6      -             -              795.6  781.3  

ECT Preferred Units -       -               380.2      -             -              380.2  394.3  

Long-term liabilities -       -               2.7          11.7         3.9             18.3    14.5    
1
Fair value does not include non-financial instruments.

45.8    -       -               44.3        1.5           3.8             49.6    

38.8    37.4    

-               -            -             85.7           90.7    5.0      

-       

5.0     

37.4           -            -             1.4             

Deferred amounts and other 

assets

Accounts payable and 

accrued liabilities

Accounts receivable and 

other

December 31, 2008

Held 

for 

Trading

Loans and 

Receivables

Other 

Financial 

Liabilities Derivatives

Non-

Financial 

Instruments

 
The fair value of financial instruments reflects the Fund’s best estimates based on generally 
accepted valuation techniques or models and supported by observable market prices and rates. 
When such prices are not available, the Fund uses discounted cash flow analysis from 
applicable yield curves based on observable market inputs. The fair value of financial 
instruments, other than derivatives, represents the amounts that would have been received from 
or paid to counterparties to settle these instruments at the reporting date.  
 
The fair value of the Fund’s long-term debt is based on quoted market prices for instruments of 
similar yield, credit risk and tenure. 
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The fair value of the Fund’s derivative financial instruments and investment in the MAV notes 
through Alliance Canada reflects the Fund’s best estimates of market value based on generally 
accepted valuation techniques or models and supported by observable market prices, if 
available, for commodities.  
 
The fair value of other financial assets and liabilities other than derivative instruments 
approximate their cost due to their short term to maturity.  
 
Held for Trading Investment  
In January 2009, Alliance Canada received various classes of MAV notes in exchange for 
Alliance Canada’s investment in asset-backed commercial paper (ABCP) that was unable to be 
redeemed upon maturity in August 2007, due to the deterioration of liquidity in the ABCP 
market. The MAV notes consist of 48% MAV2 Class A-1 notes, 42% MAV2 Class A-2 notes, 7% 
MAV2 Class B notes and 3% MAV2 Class C notes. The Class A-1 and A-2 notes, which 
comprise 90% of the notes received, carry an “A” rating from DBRS and the Class B and Class 
C notes are not rated. The legal maturity of the notes is July 15, 2056, but the actual expected 
repayment of the notes, if held to maturity, is January 22, 2017. Upon exchange, Alliance 
Canada recognized the MAV notes at an estimated fair value of $10.0 million, of which the 
Fund’s share is $5.0 million, or 50%. 
 
The investment in the MAV notes is classified as held for trading and therefore, is measured at 
fair value. Due to the lack of an active market for the investment, there is uncertainty regarding 
the fair value of the assets underlying the MAV notes and the estimate of fair value may differ 
from the actual fair value that will be realized.  
 
The Fund does not anticipate that the investment in the Master Asset Vehicle Notes will have 
any significant impact on Alliance Canada’s operations or ability to meet upcoming debt 
obligations. 
 
Fair Value of Derivatives 
The Fund categorizes its financial instruments carried at fair value into one of three different 
levels depending on the observability of the inputs employed in the measurement. 
 
Level 1 
Level 1 includes assets and liabilities measured at fair value based on unadjusted quoted prices 
for identical assets and liabilities in active markets that are accessible at the measurement date. 
An active market for an asset or liability is considered to be a market where transactions occur 
with sufficient frequency and volume to provide pricing information on an ongoing basis. At 
December 31, 2009 and 2008, the Fund did not have any Level 1 assets or liabilities.  
 
Level 2 
Level 2 includes valuations determined using directly or indirectly observable inputs other than 
quoted prices included within Level 1. Financial instruments in this category are valued using 
models or other industry standard valuation techniques derived from observable market data. 
Such valuation techniques include inputs such as quoted forward prices, time value, volatility 
factors and broker quotes that can be observed or corroborated in the market for the entire 
duration of the derivative instrument. Instruments valued using Level 2 inputs include interest 
rate swaps and Alliance Canada’s MAV notes.  
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Level 3 
Level 3 includes valuations based on inputs which are less observable, unavailable or where the 
observable data does not support a significant portion of the instruments’ fair value. Generally, 
Level 3 valuations are longer dated transactions, occur in less active markets, occur at locations 
where pricing information is not available, or have no binding broker quote to support Level 2 
classification. Methodologies have been developed, benchmarked to industry standards, to 
determine the fair value for these contracts based on extrapolation of observable future prices 
and rates. Instruments valued using Level 3 inputs include the Chin Chute and Magrath power 
swaps.  
 
When possible the estimated fair value is based on quoted market prices, and, if not available, 
estimates from third party brokers. For non-exchange traded derivatives classified in Levels 2 
and 3, standard valuation techniques are used to calculated fair value. These methods include 
discounted cash flows for forwards and swaps. Primary inputs to these techniques include 
observable market prices (interest and commodity) and volatility, depending on the type of 
derivative and nature of the underlying risk. Inputs and data used by willing market participants 
are used when valuing derivatives, as well, the Fund’s own credit default swap spread and 
those of its counterparties are used in the determination of fair value. Where possible the Fund 
uses observable inputs.  
 
The Fund has categorized its financial instruments carried at fair value as follows: 
 

(millions of Canadian dollars) Level 1 Level 2 Level 3 Total 

Financial Liabilities:

  Current derivative liabilities -               (3.8)            0.2             (3.6)            

  Long-term derivative liabilities -               (0.5)            (0.4)            (0.9)            

Total net derivative liability -               (4.3)            (0.2)            (4.5)            

December 31, 2009

(millions of Canadian dollars) Level 1 Level 2 Level 3 Total 

Financial Liabilities:

  Current derivative liabilities -               -               (1.5)            (1.5)            

  Long-term derivative liabilities -               -               (11.7)          (11.7)          

Total net derivative liability -               -               (13.2)          (13.2)          

December 31, 2008

Changes in the fair value of the net derivative liability classified as Level 3 in the fair value 
hierarchy were as follows: 
 
(millions of Canadian dollars)

Year ended December 31, 2009 2008

Balance at beginning of year (13.2)       (7.8)         

Total gains/(losses), realized and unrealized

  Included in earnings 1.8          (0.6)         

  Included in other comprehensive income 12.3        (6.5)         

Purchases (0.6)         -            

Settlements (0.5)         1.7          

Balance at end of year (0.2)         (13.2)       
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18. C A P I T A L   D I S C L O S U R E S  
 
The Fund defines capital as unitholders’ equity (excluding AOCI), long-term debt (exclusive of 
transaction costs), and ECT Preferred Units, less cash and cash equivalents (net of 
proportionately consolidated cash and cash equivalents). Non-recourse debt, consisting of debt 
proportionately consolidated from joint venture interests, is excluded from the Fund’s definition 
of capital as it is not controlled or managed exclusively by the Fund. 
 
The Fund’s capital is calculated as follows:  
 
(millions of Canadian dollars)

Year ended December 31, 2009 2008

Long-Term Debt
1 

                 298.7                282.0 

Unitholders' Equity, net of AOCI                  244.6                271.5 

ECT Preferred Units                  380.2                380.2 

Cash and Cash Equivalents
2

                       -                   (2.6)
                 923.5                931.1 

1 
Includes the current portion of long-term debt and is exclusive of transaction costs.

2 
Excludes cash and cash equivalents of the Fund's joint venture interests.

 

The Fund balances several objectives when managing capital including:  
 

a) enabling its businesses to operate at the highest efficiency;  
b) providing liquidity and access to capital for growth opportunities; and 
c) providing returns and generating predictable cash flow for distribution to unitholders. 

 
To promote access to capital and liquidity on reasonable terms, the Fund targets to maintain an 
investment grade credit rating.   New capital can be raised through the issuance of short and 
long-term debt as well as equity securities.  Taxation legislation limits the amount of additional 
equity that income trusts, including the Fund, can raise before 2011.  The relative amount of 
debt and equity in the Fund’s structure is managed with a view to adhering to such limits as well 
as maintaining credit metrics within parameters established by the rating agencies and lenders. 
The Fund’s credit facilities include covenants that limit outstanding debt to a multiple of EBITDA 
(earnings before interest, taxes, depreciation and amortization). As at December 31, 2009 and 
2008, the Fund was in full compliance with its covenants.  
 
 
19. R E L A T E D   P A R T Y   T R A N S A C T I O N S 
 
All related party transactions are provided in the normal course of business and, unless 
otherwise noted, measured at the exchange amount, which is the amount of consideration 
established and agreed to by the related parties. 
 
Alliance Canada has contracts with shippers who are also affiliates of the Fund through 
common ownership interests of Enbridge, a related party by virtue of its ECT Preferred Units 
and Trust Unit investment in the Fund. The Fund’s share of Alliance Canada’s revenue from 
affiliates for the year ended December 31, 2009 is $13.3 million (2008 - $13.5 million) of which 
$1.1 million (2008 - $1.1 million) was included in accounts receivable and other at December 
31, 2009. The terms of these contracts are the same as those agreed to with independent third 
parties. 
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Administrative and operation services agreements allow for Alliance Canada to provide services 
to Alliance Pipeline US (an entity related to Alliance Canada by virtue of common ownership 
interests) in exchange for reimbursement of incurred costs or at rates consistent with those 
obtainable from independent third parties. Certain amounts reimbursed under the services 
agreements with Alliance Pipeline US also include a recovery of costs relating to the use of 
common administrative assets. The Fund’s share of amounts charged to Alliance Pipeline US 
during the year ended December 31, 2009 was $14.1 million (2008 - $12.7 million) of which 
$1.4 million (2008 - $1.3 million) was included in accounts receivable and other as at December 
31, 2009. 
 
Administrative and facility support services are provided by Alliance Canada to Aux Sable 
Canada LP and Aux Sable Liquid Products LP, which are entities related to the Fund through 
common ownership. The Fund’s share of amounts charged to Aux Sable Canada LP and Aux 
Sable Liquid Products LP during the year were $0.2 million (2008 - $0.2 million) and $0.1 million 
(2008 - $0.1 million), respectively. As at December 31, 2009, the Fund’s accounts receivable 
and other included $0.02 million (2008 - $0.01 million) and $0.04 million (2008 - $0.03 million) 
owing from Aux Sable Canada LP and Aux Sable Liquid Products LP, respectively. 
 
In July 2009, Alliance Canada entered into a 365 day unsecured operating facility with Alliance 
Pipeline L.P., an affiliated entity. The facility allows Alliance Canada to borrow up to US$20 
million, of which the Fund’s proportionate share is 50%, on similar terms to those Alliance 
Canada would receive from commercial banks in Canada (Note 9). 
 
The Saskatchewan System does not have any employees and uses the services of Enbridge, 
which has a 41.9% equity ownership interest in the Fund, for managing and operating the 
business. These services, which are charged at cost in accordance with service agreements, 
were $18.0 million for 2009 (2008 - $15.5 million) of which $1.5 million (2008 - $0.9 million) was 
included in accounts payable and accrued liabilities at December 31, 2009. 
 
Certain wind power projects do not have any employees and use the services of Enbridge for 
managing and operating the business. These services, which are charged at cost, were $0.4 
million for 2009 (2008 - $0.3 million) with $0.02 million included in accounts payable and 
accrued liabilities at December 31, 2009 (2008 - $0.02 million). 
 
The Fund has a contract to sell all available emission reduction credits generated by the Fund’s 
interest in the Chin Chute and Magrath projects to Enbridge. The contract has an initial 20-year 
term ending October 1, 2026 and provides for a fixed price of $5 per tonne of avoided CO2 

emissions, based on a negotiated rate of converting megawatts generated to tonnes of 
emissions reduced, plus applicable taxes. The Fund earned $0.3 million (2008 - $0.3 million) for 
the sale of these emission reduction credits in the year, with $0.02 million included in accounts 
receivable and other at December 31, 2009 (2008 - $0.02 million). 
 
One of the Fund’s wind power projects has a long-term Power Purchase Agreement (PPA), 
expiring in 2024, with Enbridge Pipelines Inc., a wholly owned subsidiary of Enbridge. The terms 
of the PPA are for the sale of the project’s total wind power production at a fixed price. 
Revenues of $0.2 million (2008 - $0.8 million expense) related to this PPA are reported within 
the Fund’s revenue for the year ended December 31, 2009. At December 31, 2009 there is a 
receivable of $0.02 million (2008 – 0.06 payable) related to this PPA. 
 
Under the management and administrative agreements with EMSI, a wholly owned subsidiary of 
Enbridge, an incentive fee is payable annually to EMSI equal to 25% of cash distributions above 
a base distribution level of $0.825 per unit per year. During the year ended December 31, 2009, 
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incentive fees were $8.3 million (2008 - $5.3 million), of which $8.3 million was included in 
accounts payable and accrued liabilities at December 31, 2009 (2008 - $4.7 million). In addition, 
a base fee of $0.1 million is payable annually for providing administrative and management 
services and is included in accounts payable at December 31, 2009. 
 
In June 2009, the Fund secured an incremental $150.0 million of committed revolving standby 
credit in two separate facilities. Of the aggregate amount, $100.0 million was provided by 
Enbridge, an affiliated entity of the Fund’s Administrator. The remaining $50 million was 
provided by a commercial bank. The $100 million facility provided by Enbridge Inc. was identical 
in all material respects to the bank facility. At December 31, 2009 $11.7 million was drawn on 
the $100.0 million facility provided by Enbridge. 
 
 
20. C O M M I T M E N T S  

 

At December 31, 2009, the Fund had operating lease obligations as detailed below: 
 

(millions of dollars) Total

Less than 

1 year 2 years 3 years 4 years 5 years

After 6 

years

Operating Leases 33.5       3.1         3.3         3.5         3.0         2.7         17.9       

 
In March 2008, Alliance Canada entered into a service agreement with General Electric 
Canada. The contract is for maintenance activities on Alliance Canada’s compressor equipment 
and expires in December 2015. The Fund’s share of Alliance Canada’s monthly commitments 
related to this contract is approximately $1.0 million (US$0.5 million and €0.3 million). The 
monthly fees may escalate annually based on an indexed price formula in the contract.  
 
In August 2009, Alliance Canada signed an agreement for the replacement of the control units 
used to operate all compressors along the pipeline.  The Fund’s share of Alliance Canada’s 
outstanding commitment under this contract is approximately $3.7 million (€2.5 million).  This 
project is expected to be completed by 2013. 
 
 
21. S U B S E Q U E N T   E V E N T S  
 
Distribution by the Fund 
On January 15, 2010, the Fund made a monthly cash distribution in the amount of $0.096 per 
trust unit. A cash distribution of $0.096 per unit was also paid on the same date on the ECT 
preferred units.  
 
On January 18, 2010, the Fund declared a monthly cash distribution in the amount of $0.096 
per trust unit to unitholders of record on January 29, 2010, which is payable on February 12, 
2010. Cash distributions of $0.096 per unit were also declared on the same date on the ECT 
preferred units. 
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Enbridge Income Fund 
Management’s Discussion & Analysis 
For the year ended December 31, 2009 
 
 
This Management’s Discussion and Analysis (MD&A) for Enbridge Income Fund (the Fund) 
should be read in conjunction with the consolidated financial statements and notes thereto 
contained in the Fund’s 2009 Annual Report. The Fund prepared its consolidated financial 
statements for the year ended December 31, 2009 in accordance with Canadian generally 
accepted accounting principles (Canadian GAAP). All financial measures presented in this 
MD&A are expressed in Canadian dollars, unless otherwise indicated. Additional information, 
including the Fund’s Annual Information Form, is available on SEDAR at www.sedar.com. This 
MD&A is dated February 1, 2010. 
 
 
CONSOLIDATED RESULTS 
 
(millions of Canadian dollars, except where otherwise noted)

Year ended December 31, 2009 2008 2007

Cash Provided by Operating Activities 94.2              98.1            80.6            

Cash Available for Distribution
1 

90.1              91.2            73.5            

Cash Distributions Declared
2    

83.7              74.9            69.6            

Cash Distributions Declared Per Unit (dollars per unit)
2 1.152 1.032 0.960

2
 Includes distributions declared on trust units and ECT preferred units.

1 
See "Non-GAAP Measures".  Refer to page 21 for the reconciliation to Cash Provided by Operating Activities.

 
 
In 2009, the Fund’s earnings benefited from a full year of operations on projects within all three 
operating segments that were put into service during the prior year. These projects included the 
BC Expansion in Alliance Canada, the Westspur expansion in the Saskatchewan System and 
the Loreburn, Estlin and Alameda waste heat recovery facilities within the Green Power 
segment. For the year ended December 31, 2009, cash distributions declared of $83.7 million 
(2008 - $74.9 million) represented 92.9% (2008 – 82.1%) of cash available for distribution. The 
variance in distribution is primarily due to a one-time item in 2008 whereby Alliance Canada 
received the Calpine Energy Services Canada Partnership (CESCA) bankruptcy settlement of 
$6.1 million ($4.4 million net of tax) in the first quarter of 2008. After removing the impact of the 
CESCA settlement received in the prior year, cash provided by operating activities and cash 
available for distribution for the year ended December 31, 2009 have increased relative to 2008. 
The Fund anticipates continued growth in operating earnings and cash flows from the $120.0 
million Phase II Saskatchewan Capacity Expansion, which is currently under construction and 
expected to be completed during the fourth quarter of 2010. 
 
The Fund pays cash distributions on a monthly basis to unitholders of record on the last 
business day of each month with distributions payable on or about the 15th day of the month 
following the declaration. In the last five years, the Fund has declared the following distributions.  
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Commodity Price Risk 
Commodity price risk is the risk of a change in cash flows or earnings due to changes in the 
market price of commodities. The Fund is exposed to movements in the price of power through 
its interest in certain wind power assets. To manage this exposure, the Fund uses fixed price 
power agreements that convert the floating price received when power is sold at a fixed rate. 
 
Financing and Liquidity Risk  
Access to cost-effective sources of funding is central to the successful execution of the Fund’s 
broader strategy.  New debt and equity capital is required to fund planned growth projects and 
refinance maturing indebtedness.  Fluctuations in the cost and availability of debt and equity 
capital could materially impair the ability of the Fund to execute its broader strategies and 
generate stable and predictable cashflow to its unitholders.  Financing Risk is addressed 
through the maintenance of strong credit ratings and a pro-active investor relations program.  
The Fund also maintains a current shelf prospectus with Canadian securities regulators, which 
enables ready access to Canadian public debt and equity capital markets, subject to market 
conditions. To protect against more severe capital market disruptions, the Manager targets to 
maintain sufficient liquidity in the form of committed standby credit facilities to finance all 
anticipated operating and capital requirements for a year without having to access long-term 
capital markets.  The Fund regularly updates its short term and long-term liquidity position to 
ensure that it has sufficient committed standby credit on hand to meet planned requirements 
and contingencies.  
 
Maturities of Financial Instruments 
The Fund generally has no financial instruments, other than derivative instruments, maturing 
beyond one year with the exception of its long-term debt and non-recourse long-term debt. 
Additional information about the Fund’s long-term debt and non-recourse long-term debt is 
included in Notes 8 and 9 of the 2009 Annual Consolidated Financial Statements. 
 
The Fund has estimated the following undiscounted cash flows will arise from its derivative 
instruments based on valuation at the balance sheet date: 
 
(millions of Canadian dollars) 2010 2011 2012 2013 2014 Thereafter

Cash inflows 0.5           0.3           -             0.4           -             -             

Cash outflows (4.0)          (0.9)          (0.2)          (0.2)          (0.1)          (0.5)          

Net cash flows (3.5)          (0.6)          (0.2)          0.2           (0.1)          (0.5)          

 
The maturity profile of non-derivative financial liabilities is presented in Liquidity and Capital 
Resources. 
 
Credit Risk 
Credit risk arises from trade receivables and is mitigated by use of counterparty credit exposure 
limits and by requiring less creditworthy shippers to provide credit enhancement which may 
include letters of credit, posting of collateral, netting provisions or other contractual 
requirements. 
 
Entering into derivative financial instruments can also give rise to credit risk. Credit risk arises 
from the possibility that a counterparty will default on its contractual obligations and is limited to 
those contracts where the Fund would incur a loss in replacing the instrument. The Fund 
minimizes credit risk by entering into risk management transactions only with institutions that 
possess solid investment grade credit ratings or have provided the Fund with an acceptable 
form of credit protection.  
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The Fund is exposed to credit risk through Alliance Canada’s investment in the MAV notes. Due 
to the lack of active market for these instruments and the uncertainties regarding the fair value 
of the underlying assets, there is risk that Alliance Canada will not receive the carrying value of 
the instruments upon maturity. 
 
Debt Covenants  
The Fund, NRGreen and Alliance Canada credit facilities include provisions that prohibit 
distributions in the event of default. The Fund’s credit facility agreements include a covenant that 
limits unconsolidated indebtedness to four times earnings before interest, taxes, depreciation and 
amortization (EBITDA.) In the event of default and in the absence of a waiver from the lenders, 
failure to remediate this covenant could result in a reduction of distributions to unitholders. Under 
the NRGreen and Alliance Canada credit facilities, distributions cannot be made to owners if the 
debt service coverage ratio, calculated as of the applicable distribution date, falls below 1.25 to 1 
for Alliance Canada and 1.4 to 1 for NRGreen for the four preceding fiscal quarters and the four 
succeeding fiscal quarters. The respective entities actively monitor debt covenants to ensure 
compliance. As at December 31, 2009 and 2008, the Fund, NRGreen and Alliance Canada were 
in full compliance with their respective debt covenants. 
 
Financial Instruments 
 
As at December 31, 2008 and 2009, the Fund had the following financial instrument carrying and 
fair values: 

(millions of Canadian dollars) Total

Fair 

Value
1

Assets

Cash and cash equivalents 17.6   -               -            -             -              17.6    17.6    

Liabilities

Distributions payable -       -               3.3          -             -              3.3      3.3      

Long-term debt -       -               296.1      -             -              296.1  302.9  

Non-recourse long-term debt -       -               763.0      -             -              763.0  789.0  

ECT Preferred Units -       -               380.2      -             -              380.2  505.7  

Long-term liabilities -       -               -            0.9           2.3             3.2      0.9      
1
Fair value does not include non-financial instruments.

189.8         194.6  4.8      

-       -               45.3        3.6           4.4             53.3    48.9    

-       37.2           -            -             1.3             38.5    37.2    

4.8     -               

Accounts receivable and 

other

December 31, 2009

Accounts payable and 

accrued liabilities

Deferred amounts and other 

assets

Held 

for 

Trading

Loans and 

Receivables

Other 

Financial 

Liabilities Derivatives

Non-

Financial 

Instruments

-            -             
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(millions of Canadian dollars) Total

Fair 

Value
1

Assets

Cash and cash equivalents 17.3   -               -            -             -              17.3    17.3    

Liabilities

Distributions payable -       -               3.0          -             -              3.0      3.0      

Long-term debt -       -               278.8      -             -              278.8  272.5  

Non-recourse long-term debt -       -               795.6      -             -              795.6  781.3  

ECT Preferred Units -       -               380.2      -             -              380.2  394.3  

Long-term liabilities -       -               2.7          11.7         3.9             18.3    14.5    
1
Fair value does not include non-financial instruments.

45.8    -       -               44.3        1.5           3.8             49.6    

38.8    37.4    

-               -            -             85.7           90.7    5.0      

-       

5.0     

37.4           -            -             1.4             

Deferred amounts and other 

assets

Accounts payable and 

accrued liabilities

Accounts receivable and 

other

December 31, 2008

Held 

for 

Trading

Loans and 

Receivables

Other 

Financial 

Liabilities Derivatives

Non-

Financial 

Instruments

 
Fair Value of Financial Instruments 
The fair value of financial instruments reflects the Fund’s best estimates of market value based 
on generally accepted valuation techniques or models and supported by observable market 
prices and rates. When such prices are not available, the Fund uses discounted cash flow 
analysis from applicable yield curves based on observable market inputs. The fair value of 
financial instruments, other than derivatives, represents the amounts that would have been 
received from or paid to counterparties to settle these instruments at the reporting date.  
 
The fair value of the Fund’s long-term debt is based on quoted market prices for instruments of 
similar yield, credit risk and tenure. The fair value of the ECT preferred units is derived from the 
closing market price of the Fund’s trust units. 
 
The fair value of the Fund’s derivative financial instruments and investment in the MAV notes 
through Alliance Canada reflects the Fund’s best estimates of market value based on generally 
accepted valuation techniques or models and supported by observable market prices, if 
available. 
 
The fair value of other financial assets and liabilities other than derivative instruments 
approximate their cost due to their short term to maturity. 
 
Derivative Instruments used as Cash Flow Hedges 
The following tables summarize the cash flow hedges used to manage fluctuations in power 
prices and interest rates. 
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(millions of Canadian dollars, unless 

otherwise noted)

Notional 

Principal or 

Quantity 

Fair Value 

Receivable/

(Payable) Maturity

Unrealized 

Gains/(Losses), 

net of tax
1

Realized 

Gains, net of 

tax
1

Chin Chute Power Swap (MW/H)                2.0             0.3 2017                     6.0                0.2 

Magrath Power Swap (MW/H)                2.8                -  2024                     2.8                0.2 

Interest Rate Swaps            350.0           (4.3) 2010 - 2013                   (3.1)                0.1 
          (4.0)                     5.7                0.5 

Year ended December 31, 2009

1 
Changes in the fair value of effective cash flow hedging instruments are recorded in OCI and reclassed to earnings when the 

hedged item impacts earnings.

(millions of Canadian dollars, unless 

otherwise noted)

Notional 

Principal or 

Quantity

Fair Value 

Payable Maturity

Unrealized 

Losses, net of 

tax
1

Realized 

Losses, net of 

tax
1

ChinChute Power Swap (MW/H)                2.0           (3.4) 2017                   (1.5)              (0.6)

Magrath Power Swap (MW/H)                2.8           (8.1) 2024                   (3.1)              (0.6)
        (11.5)                   (4.6)              (1.2)

Year ended December 31, 2008

1 
Changes in the fair value of effective cash flow hedging instruments are recorded in OCI and reclassed to earnings when the 

hedged item impacts earnings.

Non-Qualifying Derivatives 
In addition to the derivatives used as cash flow hedges described above, as at December 31, 
2009, the Fund held a 1MW fixed to floating power swap as well as a 1MW floating to fixed 
power swap, both of which mature in 2017. As at December 31, 2008, the Fund held a 1MW 
floating to fixed power swap maturing 2017. The Fund recognized an unrealized derivative gain 
of $0.6 million, net of tax, for the year ended December 31, 2009 (2008 – loss of $0.5 million 
after tax) related to these power purchase swap agreements not designated as hedging 
instruments. These instruments have a fair value payable of $0.5 million at December 31, 2009 
(2008 - $1.7 million payable).  
 
Additional information about the Fund’s Risk Management and Financial Instruments is included 
in Notes 16 and 17 of the 2009 Annual Consolidated Financial Statements. 
 
Non-Financial Risks 
 
Regulation and Legislation 
Earnings and expansion projects on Alliance Canada and the Saskatchewan Systems are 
subject to the actions of various regulators, including the NEB. Actions of the regulators related 
to tariffs, tolls and facilities impact earnings and the success of the expansion projects. Delays 
in regulatory approvals could result in cost escalations and construction delays.  
 
Changes in regulation, including decisions by regulators on the applicable tariff structure or 
changes in interpretations of existing regulations by courts or regulators, could adversely affect 
the results of operations of Alliance Canada and the Saskatchewan System. Further, the nature 
and degree of regulation and legislation affecting energy companies in Canada has changed 
significantly in past years and there is no assurance that further substantial changes will not 
occur. Such regulations and legislation may adversely affect the toll structure or other aspects of 
the Fund’s business or the operations and creditworthiness of shippers.  
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Supply and Demand 
The operation of the Fund’s liquids and natural gas pipelines is dependent upon the supply of 
and demand for crude oil and natural gas from Western Canada. The demand for crude oil by 
refiners is dependent upon a number of factors including the price of crude oil, the cost of 
operating the refinery and market prices for the various refined products. Demand for natural 
gas is affected among other things, by weather, requirements for electric power and broader 
levels of economic activity. Supply of crude oil and natural gas is dependent upon a number of 
variables, including: 
 

 the level of exploration, drilling, reserves, and production of crude oil and natural gas;  

 the accessibility of Western Canadian crude oil and natural gas;  

 the price and quality of crude oil and natural gas available from alternative Canadian 
and United States sources; and 

 the regulatory environments in Canada and the United States, including the continued 
willingness of the governments of both countries to permit the export of crude oil and 
natural gas from Canada to the United States on a commercially acceptable basis.  

 
Supply and demand risk on Alliance Canada is substantially mitigated by long-term TSAs under 
which 98.5% of Alliance Canada’s firm transportation capacity is contracted through 2015. 
 
Demand for the Fund’s services is also affected by the supply of and demand for power 
generated by facilities within the Green Power segment. This risk is mitigated by the long-term 
PPAs entered into with customers.  
 
Operating Risk 
The operation of Alliance Canada, the Saskatchewan System and Green Power involves risks, 
including the failure of equipment, information systems or processes, poor performance of 
equipment (whether due to misuse, unexpected degradation or design, construction or 
manufacturing defects), lack of spare parts, operator error, failure of internal controls, non-
compliance with legal or other obligations, labour disputes, disputes or issues with 
interconnected facilities and carriers and catastrophic events such as natural disasters, fires, 
explosions, fractures, acts of terrorists and saboteurs, occurrence of a pandemic and other 
similar events, many of which are beyond the control of the respective systems. The occurrence 
or continuance of any of these events could increase the cost of operating Alliance Canada, the 
Saskatchewan System and/or Green Power and reduce transportation or generation capacity, 
thereby potentially impacting cash flow. The Fund employs various inspection and monitoring 
methods to manage pipeline, turbine and facility integrity as well as to minimize system 
disruptions. Additionally, the Fund maintains safety policies, disaster recovery procedures and 
insurance coverage at industry acceptable levels in the case of an incident. 
 
Environmental Costs and Liabilities 
The operation of the Saskatchewan System and Alliance Canada are subject to federal, 
provincial and local laws and regulations relating to environmental protection and operational 
safety. Risks of substantial environmental costs and liabilities, including those from leaks and 
explosions, are inherent in pipeline operations and there can be no assurance that significant 
costs and liabilities, including those relating to claims for damages to property and persons 
resulting from operations of Alliance Canada and/or the Saskatchewan System, will not be 
incurred. To mitigate this risk, Alliance Canada and the Saskatchewan System have established 
safety and environmental policies that are designed to ensure that all aspects of their operations 
comply with existing regulations relating to personal safety and protection of the environment. It 
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is not possible to predict the effect that any future changes in environmental laws and 
regulations will have on future earnings and there can be no assurance that environmental costs 
incurred by Alliance Canada or the Saskatchewan System will be partially or fully recoverable 
under their tolls.  
 
Easement Rights 
Alliance Canada, Saskatchewan System and Green Power have acquired easement rights from 
landowners, tenants and service lease owners in order to construct, install and operate their 
pipelines and wind turbines. These easement rights were obtained through voluntary negotiation 
and, in certain cases, through statutory rights of entry. There can be no assurance that legal 
challenges will not be brought forward with respect to the form, content, or recording of such 
easements, or to business segments’ compliance with the terms of such easements during the 
construction and operation of the pipelines or wind turbines. 
 
Execution Risk 
The Fund’s ability to successfully execute the development of its organic growth projects, such 
as the Saskatchewan System Capacity Expansion, may be influenced by capital constraints, 
third-party opposition, changes in shipper support for projects over time, delays or changes in 
government and regulatory approvals, cost escalations, construction delays, shortages and in-
service delays. Early stage project risks include right-of-way procurement, special interest group 
opposition, Crown consultation, and environmental and regulatory permitting. Cost escalations 
may impact project economics. Construction delays due to slow delivery of materials, contractor 
non-performance, weather conditions and shortages may impact project development. Labour 
shortages, inexperience and productivity issues may also affect the successful completion of the 
projects. To mitigate these risks, clearly defined management and governance structures for all 
major projects are established and strategic relationships with landowners, suppliers, 
contractors and other stakeholders are formed and maintained. Additionally, Enbridge, the 
Fund’s Manager, and the Fund’s joint venture interests ensure that compensation programs, 
communications and working environments are designed to attract, develop and retain qualified 
personnel. 
 
Special Interest Groups 
The Fund is exposed to the risk of higher costs, delays or even project cancellations due to 
increasing pressure on government and regulators by aboriginal groups, landowners and other 
special interest groups. Recent Supreme Court decisions have increased the ability of special 
interest groups to make claims and oppose projects in regulatory and legal forums. The Fund 
and its contractors work proactively with special interest groups to identify and develop an 
appropriate response to concerns regarding its projects. 
 
Workforce Development 
With increased rates of retirement due to the current workforce demographic, the Fund relies on 
Enbridge’s strong recruiting efforts, comprehensive training and leadership development 
programs, as well as succession planning initiatives to ensure the Manager has qualified staff to 
provide services to the Fund. 
 
Joint Venture Partners 
Certain segments of the Fund consist of joint venture partnerships with the Fund’s ownership 
interests ranging from 33% to 50%. In these partnerships, the Fund does not have full control to 
execute initiatives without consent from the joint venture partners. This risk is mitigated through 
formal governance procedures as well as informal dialogue with joint venture partners.  
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CRITICAL ACCOUNTING ESTIMATES 
 
Depreciation 
Depreciation of property, plant and equipment, the Fund’s largest asset with a net book value of 
$1,261.2 million, or 65.8% of total assets at December 31, 2009, is generally provided on either 
a straight-line basis over the estimated service lives of the assets or a unit of throughput basis 
commencing when the asset is placed in service. When it is determined that the estimated 
service life of an asset does not reflect the expected remaining period of benefit, prospective 
changes are made to the estimated service life. In general, estimates of service lives are based 
on third party engineering studies, experience and industry practice. There are a number of 
assumptions inherent in estimating the service lives of the Fund’s assets including the level of 
development, exploration, drilling, reserves and production of crude oil and natural gas in the 
supply areas served by the Fund’s pipelines as well as the demand for crude oil and natural gas 
and the integrity of the Fund’s systems. Changes in these assumptions could result in 
adjustments to the estimated service lives, which could result in material changes to 
depreciation expense in future periods in any of the Fund’s operating segments.  
 
Regulatory Assets and Liabilities 
Alliance Canada and certain pipelines within the Saskatchewan System are subject to 
regulation by various authorities, including but not limited to, the NEB and SER. Regulatory 
bodies exercise statutory authority over matters such as construction, rates and ratemaking, 
and agreements with customers. To recognize the economic effects of the actions of the 
regulator, the timing of recognition of certain revenues and expenses in operations may differ 
from that otherwise expected under Canadian GAAP for non rate-regulated entities. Also, the 
Fund records regulatory assets and liabilities to recognize the economic effects of the actions of 
the regulator. Regulatory assets represent amounts that are expected to be recovered from 
customers in future periods through rates. Regulatory liabilities represent amounts that are 
expected to be refunded to customers in future periods through rates. On refund or recovery of 
this difference, no earnings impact is recorded. Effectively, the income statement captures only 
the approved costs and the related revenue rather than the actual costs and related revenue. As 
of December 31, 2009, the Fund’s regulatory assets totalled $194.7 million (2008 - $79.8 
million) and regulatory liabilities totalled $7.1 million (2008 - $2.3 million). To the extent that the 
regulator’s actions differ from the Fund’s expectations, the timing and amount of recovery or 
settlement of regulatory balances could differ significantly from those recorded. 
 
Asset Retirement Obligations 
The fair value of asset retirement obligations (AROs) associated with the retirement of long-lived 
assets are recognized as long-term liabilities in the period when they can be reasonably 
determined. The fair value approximates the cost a third party would charge in performing the 
tasks necessary to retire such assets and is recognized at the present value of expected future 
cash flows. AROs are added to the carrying value of the associated asset and depreciated over 
the asset’s useful life. The corresponding liability is accreted over time through charges to 
earnings and is reduced by actual costs of decommissioning and reclamation. The present 
value of expected future cash flows is determined using assumptions such as the probability of 
abandonment in place versus removal and the estimated costs required upon abandonment in 
each case, the discount rate and the estimated time to abandonment. Changes in the 
assumptions used to calculate the present value of expected future cash flows could result in 
material changes to the asset retirement obligation and the accretion expense in future periods. 
 
In May 2009, the NEB released a report on the financial issues associated with pipeline 
abandonment. The NEB will require all companies to formally assess the timeline and cost of 
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future abandonment and, if necessary, set aside funds to cover future abandonment costs. All 
pipelines regulated under the NEB Act will be required to comply with the report’s framework 
and action plan. The NEB began hosting technical meetings in September 2009 to evaluate how 
abandonment estimates will be calculated and submitted as well as proposals for how funds will 
be collected and set aside. The NEB’s goal is for companies, as required, to begin setting aside 
funds for abandonment no later than the end of May 2014. Currently, the Fund does not have 
an asset retirement obligation recorded in its consolidated financial statements for Alliance 
Canada and certain other assets due to the indeterminate timing and scope of asset 
retirements. However, should the NEB action plan result in a reasonable estimate of asset 
retirement obligations for accounting purposes, financial statement recognition of those 
obligations may be made in future periods. As a result, regulatory assets and liabilities may be 
recognized to the extent the timing of recovery from shippers differs from the recognition of 
abandonment costs for accounting purposes.  
 
The undiscounted amount of expected cash flows required to settle the existing AROs that have 
been set up related to assets in the Saskatchewan System and Green Power segments is 
estimated at $43.0 million (2008 - $40.5 million) with the majority estimated to be settled 
beginning in the year 2026. The liability for the expected cash flows, as reflected in the financial 
statements, has been discounted at 6.55%.  
 
Goodwill 
Goodwill represents the excess of the purchase price over the fair value of net identifiable 
assets upon acquisition of a business. Goodwill is not subject to amortization but is tested for 
impairment at least annually and written down to fair value if impairment occurs. For the 
purposes of impairment testing, reporting units comprise business operations with similar 
economic characteristics and strategies and may represent either a business segment or a 
business unit within a business segment. Potential impairment is identified when the carrying 
value of a reporting unit, including allocated goodwill, exceeds its fair value. Goodwill 
impairment is measured as the excess of the carrying amount of the reporting unit’s allocated 
goodwill over the implied fair value of the goodwill, based on the fair value of the assets and 
liabilities of the reporting unit. 
 
The determination of fair value of the assets and liabilities of the reporting unit involves the use 
of valuation techniques, including present value calculations of estimated future cash flows. This 
requires the use of various assumptions about future income, future operating costs, future 
demand, throughputs and discount rates. Any changes in these assumptions could result in an 
impairment of goodwill. 
 
 
CHANGE IN ACCOUNTING POLICIES 
 
Accounting for the Effects of Rate Regulation 
Effective January 1, 2009, the Fund adopted revisions to both Canadian Institute of Chartered 
Accountants (CICA) Handbook section 1100, Generally Accepted Accounting Principles and 
section 3465 Income Taxes. The revisions to Section 3465 were applied retrospectively without 
restating prior periods. The revised standards no longer provide specific exemptions for rate 
regulated entities. As a result of the revised standard, the Fund recognized a future income tax 
liability related to regulated assets, primarily property, plant and equipment, along with an 
offsetting regulatory asset. 
 
 



 

 - 36 - 

Intangible Assets 
Effective January 1, 2009, the Fund adopted CICA Handbook section 3064, Goodwill and 
Intangible Assets. The adoption of this standard resulted in the retrospective reclassification of 
certain software costs from property, plant and equipment to intangible assets. 
 
Future Accounting Policy Changes 
Business Combinations 
The CICA issued Section 1582 Business Combinations, which replaces Section 1581. This new 
standard aligns accounting for business combinations under Canadian GAAP with IFRS. The 
standard requires assets and liabilities acquired in a business combination to be measured at 
fair value at the acquisition date. The standard also requires acquisition-related costs, such as 
advisory or legal fees, incurred to effect a business combination to be expensed in the period in 
which they are incurred. The adoption of the revised standard will impact the accounting 
treatment of future business combinations. The revised standard is effective for business 
combinations occurring on or after January 1, 2011; however, earlier application is permitted. 
 
International Financial Reporting Standards (IFRS)  
The Canadian Accounting Standards Board (AcSB) confirmed in February 2008 that publicly 
accountable entities will be required to adopt IFRS for interim and annual financial statements 
beginning on January 1, 2011, including comparative financial statements for 2010.  
 
Enbridge, whose IFRS conversion project includes the Fund, has prepared for IFRS conversion 
by preparing IFRS compliant accounting policies, drafting model IFRS financial disclosures, 
identifying accounting differences, developing and implementing systems solutions and process 
changes that support the preparation of 2010 comparative data as well as a sustainable 
conversion to IFRS in 2011. 
 
Accounting and Reporting 
To date, Enbridge has completed detailed IFRS compliant accounting policies. The IFRS 
compliant accounting policies differ in some regards from current accounting policies used by the 
Fund.  The most significant differences are expected to impact the following areas: 
 

 Property, plant and equipment 

 Decommissioning liabilities (asset retirement obligations) 

 Impairments 

 

The International Accounting Standards Board’s (IASB) project on Rate Regulated Activities is 
being carefully monitored for its impact on the Fund. The IASB’s exposure draft on Rate 
Regulated Activities, published in July 2009, would allow the Fund to continue to apply rate 
regulated accounting with some modest changes.  It is not possible to determine with certainty 
the extent of the changes to the Fund’s accounting for rate regulated activities until the final 
standard, expected to be published by the end of the second quarter of 2010, is available.   
 
The IASB’s project on Joint Ventures proposes to eliminate the proportionate consolidation of 
joint ventures.  If the project proceeds as proposed, the Fund would apply equity accounting to its 
joint venture interests under IFRS instead of proportionate consolidation.  A final standard is 
expected to be published during the first quarter of 2010 after which the Fund will be able to 
determine the impact of conversion to IFRS on its accounting for joint ventures. 
 
The Fund has selected IFRS 1 elective exemptions which are practical and provide the most 
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relevant presentation on conversion to IFRS.  The primary result of the exemptions selected is to 
apply certain IFRS differences prospectively, minimizing adjustments to the IFRS opening 
balance sheet. The IASB’s exposure draft on Rate Regulated Activities includes an IFRS 1 
exemption which would allow the Fund to use the carrying amount of rate regulated property, 
plant and equipment, as calculated under Canadian GAAP, as the deemed cost for IFRS on the 
date of adoption.  This would reduce changes to property, plant and equipment on adoption and 
if it is available, the Fund expects to use this exemption. Model financial statement disclosures 
under IFRS will be developed for the Fund in the first half of 2010. 
 
Information Systems and Business Processes 
In January 2010, changes were implemented to information systems and processes which 
ensure that data needed for IFRS reporting of 2010 financial information for comparative 
purposes is gathered. 
 
Enbridge has also developed processes to derive the 2010 opening balance sheet under IFRS 
and is building processes and systems solutions to create 2010 IFRS compliant quarterly 
financial information for comparative purposes. 
 
During the first quarter of 2010, Enbridge will determine the systems solution which will be 
implemented in 2011 to support and sustain IFRS changes after conversion.  Process changes 
needed to sustain IFRS conversion starting in 2011 have been identified and during 2010, 
process design and training is expected to be completed.  Related impacts to internal controls 
over financial reporting and disclosure controls and procedures are expected to be identified 
during 2010. 
 
Training and Communication 
Enbridge has a comprehensive plan to train internal personnel who will be impacted by the 
conversion to IFRS.  Training started during 2009 and is expected to continue throughout 2010.  
An external communication plan is also being developed, and will vary depending on the nature 
and magnitude of changes to the financial statements expected under IFRS. 
 
Business Activities 
The effects of IFRS conversion on the Fund’s debt covenants and hedging activities have been 
reviewed. It is not expected that the conversion to IFRS will significantly impact these activities or 
requirements. 
 
The expected timing of key activities identified above may change prior to the IFRS conversion 
date due to changes in regulation, economic conditions or other factors and the issuance of new 
accounting standards or amendments to existing accounting standards including, and in 
addition to, those noted above. 
 
 
CONTROLS AND PROCEDURES  
 
Disclosure Controls and Procedures 
Disclosure controls and procedures are designed to provide reasonable assurance that 
information required to be disclosed in reports filed with, or submitted to, securities regulatory 
authorities is recorded, processed, summarized and reported within the time periods specified 
under Canadian securities law. Based on the requirements of National Instrument 52-109 of the 
Canadian Securities Administrators, EMSI, the Administrator of the Fund, under the supervision 
of the President and Chief Financial Officer of the Administrator, evaluated the effectiveness of 
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the Fund’s disclosure controls and procedures (as defined in National Instrument 52-109). 
Based on that evaluation, EMSI concluded that the Fund’s disclosure controls and procedures 
were effective as of December 31, 2009.   
 
Management’s Report on Internal Controls over Financial Reporting 
The Administrator of the Fund is responsible for establishing and maintaining adequate internal 
control over financial reporting as such term is defined in the rule of the Canadian Securities 
Administrators. The Fund’s internal control over financial reporting is a process designed, under 
the supervision and with the participation of executive and financial officers of the Administrator 
of the Fund, to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of the Fund’s financial statements for external reporting purposes in accordance 
with Canadian GAAP. 
 
The Fund’s internal control over financial reporting includes policies and procedures that: 

 pertain to the maintenance of records that, in reasonable detail, accurately and fairly 
reflect transactions and dispositions of assets of the Fund; 

 provide reasonable assurance that transactions are recorded as necessary to permit 
preparation of financial statements in accordance with generally accepted accounting 
principles; and 

 provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use or disposition of the Fund’s assets that could have a material effect on 
the financial statements. 

 
The Fund’s internal control over financial reporting may not prevent or detect all misstatements 
because of the inherent limitations of any control system.  Additionally, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions or deterioration in the degree of compliance with 
the Fund’s policies and procedures. 
 
The Administrator of the Fund assessed the effectiveness of the Fund’s internal control over 
financial reporting as of December 31, 2009, based on the framework established in Internal 
Control – Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO). Based on this assessment, the Administrator concluded that 
the Fund maintained effective internal control over financial reporting for the year ended 
December 31, 2009.   
 
During the year ended December 31, 2009, there has been no change in the Fund’s internal 
control over financial reporting that has materially affected, or is reasonably likely to materially 
affect, the Fund’s internal control over financial reporting. 
 
 
SUPPLEMENTARY INFORMATION 
 

Outstanding Unit Data   
  Number of Units Outstanding 

   
Trust Units   34,625,000 
ECT Preferred Units  38,023,750 

   
Outstanding unit information is provided as at February 1, 2010.  


