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2012 REVENUE PER CUSTOMER CAP, DISTRIBUTION AND
TOTAL REVENUE DETERMINATION

Row

1. 2011 Total Approved Revenue ($millions)

2. Gas Costs to operations (at Oct. 1 ,20'10 ref. price)

3. 2011 Approved Distribution Revenue
4. 2011 Gas in storage related carrying costs (at Oct. 1, 2010 ref. price)

5. DSM 2011 amount
6. CIS/Cust. Care2011 amount
7. Power generation projects 2011 amount
8. Distribution Revenue Sub-total
9. Ratepayer 50% share of 2012 incremental tax amounts
10. Distribution Revenue base (subject to the escalation formula, $millions)

11. Average Number of Customers (Beginning)

12. Distribution Revenue per Customer 2012 (Beginning)

13. GDP IPIFDD
14. lnflation Coefficient (allowed % of GDP lPl FDD)
15. Escalation Factor, 100 plus (GDP lPl FDD multiplied by the inflation coeff.)

16. Distribution Revenue perCustomer20l2 (Ending)

17. Average Number of Customers (Ending)

18. Distribution Revenue (resulting from the escalation formula, $millions)

Y-Factors
2012 Gas in storage related carrying costs (at October 1,20'11 ref. price)

2012 DSM Y-factor amount
CIS / Customer Care 2012 approved amount
Power generation projects 2012 amount
Total2012 Y-Factors

Z-Factors
2012 Pension funding requirement
2012 Crossbore / Sewer Lateral program requirement
Total20'12 Z-Factors

T otal 2012 Distribution Revenues

2012 Gas Costs to operations (at October I ,2011 ref. price)
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Col. 1

2012

2,404.9
1,416.3

988.6
(30.e)
(26.7)
(e7.4)

(3.5ì

830.1
(4.6)

825.5

1,965,537

$ 419.99

1.72o/o

45.00o/o

100.77%

$ 423.23

"t,984,734

----õ5e5õ-

19.
20.
21.
22.
23.

30.60
28.10
99.20

6.60
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28.
29.

16.60
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Appendix A

EGD - REGISTERED PENSION PLAN ("RPP")

($ millions)
Goino Concern Basisl 20112 2o1o 2009 200S3 2007 2006 2005 2004

Assets
Liabilities
Funding Excess/(Deficiency)

Solvencv Basis4
Assets
Liabilities
Funding Excess/(Deficiency)

711.7 735.6 698.1
789.4 702.0 666.1

635.2 801.7 820.6 766.7 705.7
6',t1.7 664.8 640.9 631 562

712.3 736.2 698.7 634.7 802.3 821.2 767.3 706.s
709.4 685.7 641.5 637.1 615.6 614.4 576.6 529.7

2.9 50.5 57.2 e.$ 186.7 206.8 190.7 176.6 lu

23.5 136.9 179.7 135.7 143.7

lu

lu(77.71 33.6 32.0

I Calculated assuming the plan will be in existence long term.
2 Per Mercer's Report "Estimated 2012 Funding Costs - EGD Pension Plans", filed as Appendix B to this Exhibit.
3 Although 2008 shows a deficit, funding was not required as the last filing in 2006 showed a plan surplus. The
filing ofan annual cost certificate was only required after June 23,2009,
4 Calculated on a short term basis (i.e the plan will be wound up).
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EtlltATEO 20't2 FUND|Iß COgrS

llolr to rrd¡r rrgrrdlry rcturrld vrlurüon¡ rnd plolrcdonrr

This report may not be relied upon for any purpose oher than thosc epllcitly noted ln the lnùo<lucüon, nor rnay lt bc
rellcd upon by any pafi other than the parües noted in he lnùoducüon. M*cer ls not respondble for lhe
oons€quonoæ of arry other tse. A prdecüon ls a snapshd cf a plan's estmat€d llnandd condlüon at a parüola
polnt ln tlmq lt does not predld a penelon planb fr.rture frnandal condlüon or lB aHllty to pay benefits ln üe futurt

lf malnùelned lndeffnitely, a plan's totel et wlll deænd on a nunber of lbctoo, lndudlng the amount of beidlts the
plan pa¡c, the nunb¡r of pcode pdd benefit¡, the amount of plan elgenses, and üre atnount samed on any assels
lnvested to psy lhô botefrb. The¡s arnounts and other vadables are uncertaln and unl<no,vable d the prqscüon dets.

To prepanr the reeulb ln thls report, aú¡arlal assumpüonc are ug€d to model a slngle scana¡lo from a range d
porCbllltler for æch valuaton baCs. The reoults bassd on that slngle scenerlo are lnduded ln thl¡ r€port lloil€rßr,
the future is uncortaln and tho plan's adual eryerlenca wlll difier from thæe assumptlons; thes€ dlfferencæ may bc
slgnlflcant or mateñal. Different assunpüons or scEnados withln the range of possibllitlæ may also be nasonaUe,
and resulB based on those assumptons uould be dlfierent. Furthemoro, actuarld assumpüons may be changed
from the projecton date to the valtnüon dde, and from onc valudon to the next because of ch*ges ln rsgulabry
and professlonal nrqulremetb, dorelç'ments in case lar, plan ê)çerience, ohangæ in expectaüone abouthe future
and other facdoæ.

The prciecüon results shown ín thls report also illusù:ate the sensitlvi$ to one of lhe key aduadal assumpüono, the

dlscount rate. We noto that thE regults presented hereln raly on many assumptlong all of which are subJecl to
uncertalnty, with a broad range of pæslble outcome¡ and the resulb are s$sitlve to all the assumpüons us€d ín the
projec-tlon.

Should the plan be wound up, the golngrconcern li¡nded stetus and solv*ry llnanclal positon, I dlferent from the

wind-up llnandd poslllon, become lnelevant. The hypdretlcal wlnúup llnanclal positlon estlmat€s the finandal
posltion d the plan aasumlng it is rvoud-up on the valuaüon date. Emerging ogerlence wlll alfect the winóup
flnandal pociüon of tie Plan assumlng it ls wand.up ln the future, ln fad, wen lf he plan weru wound-up on the
prolæton dde, the financlal poeiüon nould contlnu€ to lluduate unül the ben€lïts are fully edü€d.

Because ac{ual plan elçerlencewill dilerforn the asrumpüone used ln thls proJecton, dedslons about b€ndt
changes, lnvestrnent @lc¡ fundlng sîounb, benefrt secudty and/or bendt-related issues should be made only afrer

careful condderadon of altemative futurE f,nandal conditions end sccnarioû, and not soldy on the basls of a
proiedion c a valuation reporL

MERCÉR (CANADA) Lffi]rED
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EANNAÏED 2OI 2 FUIIOIM¡ COSTS

lntroduction
Purpose
At he rcquest of Enbridgc Gas Distribut¡on lnc. (üe "Company'), we have egtimatcd the
projected December 31,2011financial posltion and2012 minlmumfunding requirementsforthe
Penslon Plan for Employees of Enbrldge Gas Dlsüibution lnc. and Æflllates (üe'EGD RPP'or
the'Plan') based on economic ænditions at August 31,201'1. Adual results as at
December 31,2011wlll dtffer from this projectlon based on the economlc envlronment as at
Dccamber 31,2011. We understand thls report will be provided to the Ontario Energy Board
(tha 'OEB") ln conJunctlon wlth the Company's application for rEcovery oî 2012 pension costs
from ratepayers.

Note that lnformatlon contained in this report reflectrs all assets, llabillties and costs ln respect of
allemployers partlclpatlng ln the EGD RPP, exceptwhere speciflcally noted.

The informatlon presented is prepared forthe intemal use of the Company and forllllng wlth the
OEB. This information presented is not intended or suitable for any other purpose.
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EgfnAtED r0r¡ FUIDr€ cotrS

Background I nformation
Determlnatlon of Contribution Requi rements
The EGD RPF conslsts of a defined bendlt ("DB') provlsion and a defined contibutlon ('DC')
provlslon. Mlnimum required conülh¡tlons to the DB oomponent are determined baged on
actuarial valuations flled wlth the Flnancial Servlces Commlsslon of Ontarlo ('FSCO) and the
Ganada Revenue Agency (.CRA). Valuaüons may be flled at he plan sponso/s discretion, but
must be filed at leagt onæ every hree years. Conflbutlons ln between flllngs ars llxed (wlth the
below noted excepüon).

An actt¡arlal rraluatlon of the EGD RPP was flled as at December 31, 2009. Accordingly, üte next
valuaüon mu$ be flled no later than December 31,2012.

We have also conducted an ac{uarial valuatlon for management lnformatlon prrposes as at
December 31,2010 that was not flled wlür FSCO or CRA. This r¡aluation is üe basls for the
projectbns contained herein.

Regulatory Changes
Regulatlon 239 / 09 to the Pension Beneñts Ad Qntarío) wasflled on June 23, 2009 and
included a numberof dranges to ttre Regulatlons. ln particr¡lar, forfiscal years 2009 1o2012
(incluslve), plan sponsors taking oontributbn holldays are required to flle a Cost Certiflcate with
FSCO withlh 90 days of the start of the flscal year as evklence that sufflclent surplusr remains to
justlfy the contributlon holiday.

lf a contribution hollday cannot be justifled, hen contributlons must rEsumê ln acoordance with
the most recentlyflled valuation witt FSCO and CRA.

t On boür e golngrconceir and solvency baclr.

MÉRCER(CAÎ.I O )LrMrTÊD
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EgnnATED 2012 FUNDTilO COSTS

Hlstorlcal Funding
Due to historlcal plan surplus in the DB component, DB cash contlbutions have not been
requlred for over 10 years. ln addltion, the DB surplus has been used to colEr contributlons to
the DC componenl Historlcal costs to the DB and DC component are summarized below.

DB Srrvlcr DG Scrvlcr Totel Plan Tol¡l PlrnGo¡l Go¡t Srrvlcr Col Gontlbutlon

Updated: 2011-10-17
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2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

$8.5M

$8.6M

$8.9M

$9.9M

$r2.1M

$14.4M

sr5.7M

$r4.8M

814.7M

$16.3M

$0.5M

$0.7M

s0.8M

s0.8M

$1.1M

0r.3M
s1.4M

$1.4M

$1.4M

$1.4M

s9.0M

s9.3M

$9.7M

s10.7M

s13.2M

$r5.7M
s17.1M

s16.2M

$16.1M

$17.7M

$0

$0

$0

s0
$0

s0
$0

s0

00

s0

¡r23.9H ¡10.8M ll34.7it

Gurrent Economlc Environmont
The flnancial rnarkets have not been favourable to penslon plans in Canada in 2011. ln
partcular, the health of penslon plans has deterlorated due to the following ewnts:

. Solvency dlscount rates have dropped by approxlmately 0.80% from the beginning of the
year tc August 31 , 2011.2 A reductlon ln discount rates leads to an increase in llabll¡tles.

. Equrty markets have been slightly negative thmugh August 31,2011.

For the aven¡ge Canadlan pension plan, these factors have resulted ln a decrease in solvency
and transfer ratios of over 10o/o as at August 31,2011.

2 Solvocy dlrcount raþc are bascd on the yleldc on longterm Government of Canada bonds, plue a prsscrlbed
spreed set bytha Canadlan lnstihJte of Aú:t¡alea. To Ar.rgurt 31, 2011, long¡tenn bond ylelds have decreesed 0.50%,
and tha prccølbctl spread had dtoppcd by 0.30%.

3
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EantATEO 20r 2 FUil¡[r{O Cotrg

lmpllcatlons for the EGD RPP
lf notforthe regulatlon changes noþd above, the contdbutbn hollday could have been

maintalned throryh 2012 untll the next valuation falls due regardless of lnterlm plan experience.
Even with the regulation changes, the contributlon hollday was expected to contlnue for three to
five years following the December 31, 2009 valuation lf plan experienos wes as expected.
However, poor experlence as noted above has caused the ffnancbl healh of the plan to
detEriorate more than expected. Accordlngly, contibutions will likely be requlred h.2A12.

Updated: 2011-10-17
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EgTltATgD 20r 2 FUNDTITO COSTE

Financial Results
Estlmated Flnanclal Posltion at December 31, 2011
We have prdected the results of the Deoember 31, 2010 actuarial rraluation of the EGD RPP to
December 3',,2011 forthe purposs of estlmatng the Plan'sflnanchl positlon and debrmining
wheheror notthE cunent contrlbutlon hollday can be malntalned ln2012. The prolccüon lr
ba¡ed on the economlc envlronmcnt a¡ at Argurt E1,2011and a¡¡umptlonr decctlbod ln
Appcndlx G. Thc actual economlc envlronmcnt as at December 91,2011and actual plan
exporlencc bctwuen Augurt 81,2011and Docembcr 31, 2011 may dlffrr rlgnlflcanüy from
thccc arsumptlonc.

Forsimplicity, wo ha\re only lncluded the assets and llablllties with respect to üe DB provlslon of
the EGD RPP ln the balance sheets shown below.

ProJected Golng-Concern Balance Såeef at December 37, 2011
The table below details the goíng-concem financial position of the EGD RPP as at
December 31 , 2010, as well as the proJected pogiüon as at December 31, 2A11 .

Golng€oncrm Flnrnclrl Pclüon (Silllllolll 1L31,2O10 (Actual) 12.9.m11(@¡ct¡d)

Updated: 2011-10-17
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Assots

Liablliües

Funding excoss (shortfall)

$736.2

$085.7

9712.3

t709.4

$s0.5 $2.e

Funded ratio 100%

Projected Solvency Balance Såeef at December 31 , 2011
The trable below detalls the solvency flnancial position of the EGD RPP as at
Decomber 31 , 2010, as well as the proJected posiüon as at December 31 , 201 1 .

Solvcncy Flnend¡l Podüon ($lllllonr) 12.31.2010 (Aclual) l2'3l,?fn1(Prol.c{.d)

Assets

Liabiliües

$735.6

$702.0

s711.7

$789.4

Solvency orcess (deflciency) S33.6 (S77.7)

Solvcncy ratio 1060/o 90%

MERCER (CA].¡.ADA) LIMITEO
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EST|TATED 2OI2 FUN¡XI¡O CO3T9

Summary of Mlnlmum Required Gontrlbutions - EGD RPP
Based on the projected solvency positlon at DecEmber 31 ,2011 , the EGD RPP is not expected
to have st¡ffldent surplus to maintah thE q¡nent contributlon hollday \n2012 urderthe
cira¡mstances postulated ln thls report. Therefore, in accordance wlth Regulation 2æ109
minlmum contributions b the DB component are expec"ted to revert backto the cl¡nent service
cost contrlbutbn rates determlned in the December 31, 2009 valuation. DC contrlbutlons wlll

also be requlred.

Special payments to amortize üre solvency deficlenry wlll not be requind if a valuation ls not
filed as at December31,2011.

Erümal¡d Cæh Gont¡lbutlont -Valuaüon Not Flled (ltllllons)

UPdated: 2011'10-17
É8-2011-0277
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DB cunent seruice cost (projeciêd)

Spedal payments (projec'ted)

Total DB conflbt¡üons (proJected)

DC cunent seruice cost (projec{ed)

lotal DB and DG contrlbuüons (projec'ted)

$15.6
nla

$15.6

s1.5

i17.t

lf a valuation of the EGD RPP were to be flled as at December 31 ,2011, the cunent service cost
would be recalculated based on cunent market assumptions and special payments to amorfze
the solvency deficiency would also be regulred. ln thls sænario, 2012 contribution requiremenb
are estlmated to be as follows:

Erüm¡tsd Carh Gontrlbutlonr - Valu¡üon Flbd ($Mllllonr)

DB cunent service co$ (projec'ted)

Speclal paynenb (projected)

Total DB contribuüons (projsc{ed)

DC cunent servlco cost (projected)

Total DB and DC contrlbutlon¡ (prdected)

$17.0

817.4

$34.4

$1.5

035.e

For greater clar¡ty, the contributbns requlred if a wluatlon ls filed reflect the true oost of the plan

in the cunent economic environment, ovon though legislatlon perm¡ts lesserfunding tf a

valuation is notfiled.

MERCER (CAi¡AOA) UMmO
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ESnTATEO 201 2 FUilDmO COr¡tS

Enbrldge Gas Dlstrlbutlon lnc.'s Sñare of Fundlng
ln addition to Enbrldge Gas Distributlon lnc., two other srnaller employers participate in the EGD
RPP. The following tables provide the same results as lhose on page 6, but are only ln rcspect
of Enbridge Gas Dþtrlbutlon lnc.'s share of costs.

E¡üm¡t¡d Crh Contrlbutlon¡ -Valurüon Not FII¡d (îilllllom) - EODI OlúLY

Updated: 2011-10-17
EB-2011-0277
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DB cunent serulco cost (prcjected)

Spedal paynenb (projeded)

Total DB contributions (projec{ed)

DC cunent sorulco cost (proJectsd)

Total DB rtd DC contrlbudonr (proJected)

$14.7

nla

$14.7

01.3

¡16.0

Elimat¡d C..h Contdbutlon¡ -Valurüon Flled (ltllllon¡) - EGDI Oflt Y

DB cunent serulcs cost (projested)

Special payments (projected)

Tdal DB contdbr¡tions (projected)

DC cunent seryice ood (prdeded)

Total DB and DG contrlbudons (prolectod)

s16.0

sl8.9
t32.9
sl.3

t&l2

MERCER (CAIIADA) UMTTED
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ESIIHATED 201 2 FUNDTT¡C CO3T9

Summary of Mlnlmum Requlred Contrlbutlons - SERP/SSERP
Enbridge also sponsoæ two supplennntary penslon anangemenùs:

. The Supplementary Exeortive Retirement Plan of EnbrHge Gas Dlstributlon and Afñllates
(the'SERP");and

. The Supplementary Senior Executive Retirement Plan of Enbridge Gas Distrlbution lnc. (the
"ssERP',).

We estimate cash contributbns of approximately $0.0tt¡ will be required for the SERP in2012.
No contributlon requirements are anticipated in respect of the SSERP.

Enbrldge Gas Dlstrlbutlon lnc. is the only employer participating in the SERP and SSERP.

lmportant to Note
The purpose of this report ls to e$lmate the December 31,2011fínanchl position arú 2012
mlnimum requlred contributíons. However, üre occunence and/or levelof requlred contributlons
in 2012 is highly dependent on:

. Equrty market retums between August 31,2011and Decembar 31,2011;

. Changes in long-term govemment bond ylelds between August 31,2011and December 3f ,

2011;

. Changes the prescribed spread usod to determine solvency discount rates; and

. Demographic experience (only revealed if EnbriQe chooses to flle an acü,¡arialvaluatþn as
at December 31,2011).

These items will cause actual æsults as at Decsmber3l, 2011to differfrom the estimate
provided in this report

For illustratlw purposes, we estimate that lt r¡rlould take one of the following events (or a
combination thereof) ln orderfor the flnancial posiüon of the EGD RPP b improve enough to
maintaln the contributlon holiday fo¡ 2012:

1. The pension fund retums 167o (net of expenses) between September 1, 2011 and
December 31,2011.

2. Discount rates increase by 1.0% (eiherfrom changes in long-term govemment bond ylelds
orthe prescribed spread usad in calculating solrrency dlsæunt rates) between
September 1, 2011 and December 31, 201 1.

Updated: 201'l-10-17
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EufttAllD 20t2 FUI{DIIO COgÍ3

Actuarial Opinion
ln our oplnbn, for the purposðs of the prcjec{lon,

. The membershlp data on whlch the valuatlon is based are sufilcþnt and rellable;

. The assrmptlons are appropriab; and

. The metlpds emplolod in he valuatlon are approprlate.

Thls r€port has boen prepared, and our oplnbns glven, ln aocoÉance wtüt accepted act¡arlal
practce in Canada. lt has also been prepared ln accordance wlth the fundlrg and solvency
stardards set by $e Pensþn Bøl,efits Ad (Ontarlo).

Updated: 2011-10-17
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Chrls Heller
FCIÀ FSA

October3,2011

Allen l'lomung
FC|A, FSA

October3,2011

Date Date
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Itfl¡tATrD 2012 FUNt[t{O COgTS

APPENDIX A

Required Disclosures
Terms of Engagement
ln accordance wlttr ourterrs of engagementwlth the Company, our proJections aro based on
the following material terms:

. They have been prepared in acærdance witr applicable penslon leglslatlon and based on
methods and actuarial assumptbns that are consistent wlth actuarlal standards of practlce in
Canada;

' We have ofleded a mapin for advers€ devlatlons ln our goirB conoem proJedlon by
redudng the going-concem discount rate by 0.597o peryear; and

' Ws have reflec{ed the Company's declslons for determlning the solvency fundlng
requirements, summarized as follows:

The same plan wind-up soenario was hypotheslzed for both hypothetlcal wind-up and
solvency valuaüons;

Certain excludable beneflts were excluded frcm üe solvency liabilitles; and

- The solvencyfinancial position was determined on a pojeded market value basls.

. We have proþcted assets forward uslng benchmark asret reü.¡ms (net of expenses) to
August 31,2011 and our best estmate of asset retums (net of expenses) for the remalnder
of 2ü1. Projected cash flows over 2011 hatre also been incorporated.

. Wo have projected liabilitiesfonrard uslng the expeded costof benefits accruirg over2011,
reflecting intepst over2Dlf and adJusüng year-end assumptions based on the economlc
envlrcnment as at August 31, 2011 . ProJected cash flows over 2011 have also been
incorporated.

Updated: 2011-10-17
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ESï|ilATED 2012 FUNtXilO COSTS

Our calcr¡latlons are based on the assumptions and methodology described in Appendix C. We
have used the same goingoncem valuation assumptions and methods as wen, usEd for the
valuation as at December 31, 2010.

The hypothetlcalwlnd-up and solvency assumptions have been updated to rEflest rarket
conditions as at August 31, 2011 . Emeqlng experience will affect the funded positbn of the
Plan.

Our calcr¡lations are based on an extrapolatbn of a valuation performed using membershlp datra
as at December 31, 2010. The membership data used in our calc-t¡latlons is summadzed in
Appendix D.

Our calculations reflect üe povisions of the Plan as at August 31,2011. Based on the
infonnatlon provlded by the Company, no substantive amendments have bEen made to üre Plan
slnce that date. A summary of the plan provlslons is provlded in Appendlx E.

Subsequent Events
After checking wiüt opresentratlves of the Company, to the þest of our knowledge there have
been no events subsequent August 31, 2011 whicfr, in our opinion, uould have a material
impact on the results of the projection.

Next Required Valuatlon
ln accordance wiür penslon benefits leglslatlon, üe next acü.¡arlal valuation of the EGD RPP to
be filed wlüt FSCO and CRA will be requlred as at a date not labr than DecEmber 31,2012, or
as at the date of an earller amendment to the Plan. Unless a new coS certificate is flled as of
January 1,2012 demonslratlng that the EGD RPP has sufffcient surplus, employer cunent
service cost oontributlons must resumo 1n2012,

Galn and Loss Analysls
A reænciliation cf the actualgolng-concem flnanclal posltlon of the EGD RPP between
December 31, 2010 and the pmJeded going-concem financial positbn at December31,2011
follows:

R¡conclllaüon d f nenchl lalu¡ (lmllllonrl
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Funding o(cðss (shortfall) as at DecembEr 31, 2010 $50.4

lnterest on funding el(oess (fundlng shorfall) a|5.75% par year s2.9
DB contdbutions d¡awn from fundlng exoess, wÍth interest (s16.3)

DC conülbutions drawn ftom fundlng o(ce88, wih intsnst ($1.+¡

Net inveûnent retum dlfrerant than o<pectcd GßZ.z)

MERCÊR (CA¡.¡ DA) LIMITED

s2.e
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ESilnATEO 20t2 FUNDT|C COtffS

Solvency lncremental Cost
The solvency lncremental coS is an estimate of the present value of the proJected cñange ln the
EGD RPP solvency liabilities fiom December 3l , 2010 to December 31, 2011 (before
assumptlon changes), adJusted for beneflt payments expecbd to be made overthe period.

The esümated 2011 solvency incremental cost determined in this projedlon ls $24.8M.

Dlscount Rate Sensltlvlty
The following table summarises the effecton the llabllities and cunent servicE costs of the EGD
RPP shown ln this roport of uslng a disæunt rate whlch ls 1.007o lower than that used in the
projectlon:
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Sccnrrlo Prolec{on Borlr
Rrduc¡ lÌ¡cot¡nt Ratc Ð

1./o

Going-concem liabilities

Solvency liabilities

DB cunent selvlce cost

$709.4

s789.4

$17.0

$811.0

s920.7

s21.0

Profected HypothetlcalWind-up Balance Sheet at December 31, 2011
The table below detalls the hypohetlcal wind-up flnanclal posltlon of the EGD RPP as at
December 31 ,2010, as well as the projected position as at December 31, 201 1.

Solvrncy Flnandal Po¡lüon ($lllllllonr) 1L312O1O (Actt¡al) 12.31,2011(Prqþstcd)

Assets

Liabiliües

Wind-up oxoess (deficiency)

$735.6

$828.5

$711.7

$931.6

($e2.e) ($21e.e)

The assumptlons and methodology used to determine he pmjected hypoüetical wind-up
balance sheet as at December31,2011 are described in Appendlx C.

12MERCER (CAMDA) LIM]ÎED
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ESTITATED 2OI 2 FUNDITIG COSTS

APPENDIX B

Plan Assets
The DB assets of üe EGD RPP are held ln trust by CIBC Mellon. We have relled upon the
audited fund statements provlded by PrlceWaterñouseCoopers LLP as at December 31, 2010.

The starüng point br orr projection of assets was the market value of EGD RPP DB assets as at
December 31, 2010 of $736.2M.

lnvestment Policy
The EGD RPP plan admlnistnator adopted a statement of investment pollcy and procedures, last
revlsed ln 201 1. Thls pollcy ls intended to provide guidellnes for the manage(s) as to the level of
risk whicfr is commensurate with the Plan's investnent obJectlves. A significant component of
this investment pollcy is he asset mh.

The target asset mix as at Augusl3l,2011 ls provided for lnformatlon purposes:

lnv..üncnt Pollcy

largot
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Canadian equites

Global equiües

Emerglng market equlües

Flxed income - unfuerse

Flxed lncome- real retum

Infnasfuc'turs

Realestate

Cash and cash equlvalents

lOOo/o

Because of the mlsmatcfi between the EGD RPP asseb (which are invested in accordance with
the above investment pollcy) and the llabllities (whlch tend to behave like long bonds) the Plan's
financial positlon wlll fluctuate over tlme. These fluctuaüons could be sþnificant and could
causo the EGD RPP to become under, or ovêr, funded even if the Company contrlbutes to the
Plan based on thE fundlng requirementrs presented in thls report

21.0o/o

17.0o/o

6.5o/o

30.0o/o

10.Ao/o

g,o%

6.5o/o

O.Oo/o

13MERCER (CANADA) TIMITED
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APPENDIX C

Actuarial Methods and Assumptions
Actuarial Methods - ProJected Golng-concem Basls at
December 31,2011
Valuatlon ofÁsseús
For prrposes of thls estimde, we have projeded the market value of EGD RPP DB assets at
December 31,2010 using bendmark asset reh¡ms (net of all expenses) of 4.68% fiom
January 1 , 2011 to August 31 , 2011, and our best estlmate of asset reh¡ms (net of all expenses)
of 1.957o from September 1, 201 1 to Decomber 31,2011. Therefore, fte annual rate of retum
ove¡ 2O11 (net of all expenses) assumed in our projecton ig 1 .27o/o.

Projeded cash flows over 2011 have been inoorporated into our pojec'tion.

Actual assets as at December3l, 2011 wlll dlfÍsrfiom thls estlmate.

ValuatÍon oî Actuarlal Llabllltles and Current Servlce Cosf
For purposes of thls proJec'tion, we have oontlnued to use the proJected unit credit act¡arial cost
method for the valuatlon of ac'tuarlal llabllltles and cunent servlce cost of the EGD RPP. Under
this method, we determlne üe present value of benefit cash flows expected to be paid in resped
of service accrued prlorto the valuatlon date, based on proþcted finalaverage eamings.

ActuarlalAssumptlons - Projected Going-Goncem Basls at
December 31,2011
The present value of future benefit payment cash llows is bas€d on economic and demographic
assumptions. At each valuation we determlne whether, in our oplnion, üre aduarial assumptlons
are still appropriateforthe purposes of the valuatlon, and we revise them, if necessary.
Emerging experlence will result in gains or losses that will be revealed and considered in future
actuarial valuatlons.

For purposes of this proJedion, we have used the same golng-concem valuation assumptlons as
were used for the December 31 ,2010 valuation of the EGD RPP, summarized on the following
page.
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A¡¡umpllon Curr¡nt Vdudon

D¡scount rate: 5.7íYo

lnfldon: 2.2501o

tTA llmit / YMPE lnclcases: 2.75o/o

Pens¡onablc Eamingo lncreases: 4.00o/o

Post mürement Penslon lncreasos: 1,125o/t

Redrement Rates: Age related table

Termlnatlon Ratss: dge related table

100% of üre rates of the 1994 Uninsursd Pensioner

Mortrality uaing ScaleAA

Disability Rates:

Eligible Spouse at Retirement: 80%

SpousalAge Dlffercnce: Maletrrc yearc older

DB/DC Cholce: Contlnue ln cunelt cønponent

The assumpüons are best-estlmatE with the exc€pt¡on that the discount rate lncludes a margh
for adverse devlatlons, as shown below.

Our assumptlons aro based on the economlc envlronment as of Algutt 31' 2011 and
lnput provlded by the Company Íor the December ?1,2010 valuatlon. Actual assumptlonr
as at Docomber 31, 2011 wlll rcf,ect the economlc envlronmont and lnput from the
Gompany at that tlme, and may dlfier from thoro u¡ed ln thls prolectlon.

15MERCER (CAÌ.|ADA) UMmO
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Sample raþs frcm the age related tables are summarized below:
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Agr T¡rmlndon -lldc Tcrmlnatlon - Frmat¡ R.0t¡müt

20

25

30

35

40

45

50

55

56

57

58

59

60

61

62

03

æ
65

5.0%

5.Oo/o

5.Oo/o

4.60/0

3.0%

2.5o/o

1.5o/o

0.0%

0.0o/o

0.0%

0.0%

O.Oo/o

0.0%

0.0%

0.Ùqlo

0.0o/o

0.Oo/o

0.07o

9.5%

13.0%

11.0o/o

8.5o/o

4.0o/o

3.9%

2.8o/o

0.0%

0.07o

0.Oolo

0.0%

0.0%

0.0%

0.07o

O.Oolo

0.OVo

0.0olo

0.Oolo

0.0o/o

0.0o/o

0.00¿

0.0%

0.0%

0.0%

0.0o/o

5.00/6

5.Oo/o

7.5o/o

7.5o/o

10.0o/o

20.0o/o

20.0%

2O.Oo/o

20.0o/o

20.Ooto

100.0%

A20o/o retirement rate is assumed in lieu of the above rato in the year ln whlch a momber
quallfles for early retlrement with an unrduced pens¡on and in each subssquent )rear untll age

65.

For members who terminate fiom the Plan before being ellgible to retirs we have a$¡umed two'
thlrds wil! elect a commut€d rralue determined on a bas¡s conslstent with the 2009 CIA Standard,

and that one-th¡rd wlll elect a defened, wlth penslon comm€næment at age 55.

16MERCER (CA¡,IADA) LIMITËD
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The followlng ls a summary of the ratlonale for &e materlal assumptions that aro expected to be
used as at Decembe¡ 31,2011.

Dlrcount R¡tr
We have dsæunted he expeded benellt payment cash lloiß using the expected lruesùnent retum on
the market value of the fund. Other bases for dlscounting the c,rpected benef¡t paynent cash frows may
be apprcpdate, parüctlady fø purpoEos other than thosc spedflcally idenülled ln thls valuatlon report.

The discount rate ls comprisod of hc followlng:
. Esümatod refums for eadr maJor asset dage cons¡stent with market condlüons on he vduaüon date

and the tegot assot mh çedfied ln the Plan's inverünent pollcy.

. Additonal rctums a$um6d to be achleì/able due to acüve equity management equal to the fees
ßlatod to aclive equity managemEnt Such fees unn detemlned by the dilerence bsùrsen the
prorision for btd irwegùnent oponssE and ths hypothelical fees that would be incurmd br passlve
manegsnent ddlassots.

. lmplldt provision for irwestnent and non{nvegtment admlnlstret¡vo exponsg! determined as the
expected rate of invesùrìent and administrativo el(p€ßos to be pald fiom the fund ln the future.
Whlle ¡ecent e,rpedence has differ€d ftom he assumpüon, our disdßs¡ons wiür management have
led us to condude thatthls a*sumptlon is apprcpriate.

. A margin for adverss dwiallons of 0.597o.

The discount rate vv:as developed as follons:

Assumed lrwecünent retum

Addltlonal retums for act've management

lnvesùrent managoment and administrative $(psße prcvlsion (0.50yo)

Margin for adverse daniaüon

Net discount rate

(0.se%)

Updated: 2011-10-17
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6.73olo

0.11%

5.75o/o

lnll¡tlon
The inllalion asampüon is basad on the mld-poir¡t cf the Bank of Canadas inllaüon taqet nange of
bet¡¡een 1o/o and 37o, and market expectatons of long-tenn inlation implled by üre yields on nornlnal and
real retum bonds at he valualion date sl 2,501o.

lncome Tax Act Penclon Umlt and Yea/s il¡xlmum Pen¡lonablc Eamlngr
The assumpüon ls based on historlcal real economic growür and the unded$ng inllation assumption.

Pen¡lonabb Earnlngr

Thls assumption ls based on Company expec-tatlons.

17MERCER (CvAtttADA) LIMITED
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Actuarlal Methods and Assumptlons - ProJected Solvency and Wind-
up Basls at December 3l ,2011
Tñe Canadlan lnstltute of Actuaries requires actt¡aries to report the flnanclal position of a

pension plan on the assumptlon that the plan is vround-up on the effective date of the valuation,

ivith benefig determined on the assumptlon that the penslon plan has nelher a surplus nor a

defici| Forthe purposes of the hypoüretica] wind.up ræluation, the Plan windtp is assum€d to
occur in circumstances that maximize the act¡arial liablllty.

To dEtermine the actuarial llabillty on the hypoüretical wind-t¡p basis, we have valued üose
benefits that would have been paid had the Plan been wound up on the valuation date, including

benefits üat would be immedlately payable if the employe/s business wero dþcontlnued on the
valuatlon daÞ, wiüt all rnembers fully vested in thelr accn¡ed benefib.

The circr.¡mstances in which the Plan wind+¡p is assumed to have taken place are as follows:

. Membership in the Plan ceasss on the valuation date; and

' No proþction of salaries and YMPE are assum€d to occur after the valuation date for active
and suspended menúers.

Thereby glving rise to the followlng benefits:

. Actlve and suspended members not wiürin 10 years of penslonable age (underthe age of
55) recaive the termination benef¡t underthe Plan;

. Ac¡ve and suspended members within 10 yearc of pensionable age (age 55 and older)
recelve the retlrement benefit under üe Plan; and

. Defened pensionerg, pensioners and survivors receive the beneflt to which they are entitled

on the valuation date.

It is assumed that, on Plan wind-up, the Company would gønt consent to early retlrement for all

active members age 55 and over.

No benefib payable on Plan wind-up were exch¡ded from our calculations.

Upon Plan wind-up members are given optlons for the meürod of settling their beneflt

entitlemenb. The options vary by elþibili$ and by province of employment, but ln general,

lnvolve either a lump sum transfer or an immedlate or defened penslon.

The value of beneflts assumed to be settled ürrough a lump sum transfer is based on the

assumptions descrlb€d in Section 3500 - Pensbn Ømmuted Values of the Ganadian lnstitute

of Actuarios' Standards of Pradiæ applicable forAugust 31, 2011.

Updated: 201'l-'10-17
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Beneflts povlded as an immediate ordefened pension are assumed to be settled thmugh the
purc¡asi of annuiües based on an estimate of the cost of purchaslng annultles. However, there
is llmited data avaihble to provlde credible guldance on the cost of a purchase of lndexed

annultles ln Canada. Therefore, ws have relled upon llp Canadlan lnstltute of Aduarles
EducatbnalNote: Assumptions for Hypothetlcal Wlnd-up and Solvency Valuatlons with Etredlve
Dates Bei¡teen Deæmber 31, 2O1O and Decamber 30, 2011, reflecüng addiüonal supplemental

lnformatlon to August 2011.

ln determining the llnanclal positlon of üre Plan on the solræncy basis, we have valued those
benefiùs that would have been pald had the Plan been wound-up on the valuatlon date, with the
exception of certain beneflts whlch may be excluded, as permitted by the Act. Speciflcally, future
costof-living lncreases on penslons ln payment were excluded from our calollation of solvency

liabiliües. All members are assuln€d to be fully vested in their accrued beneflts.

We have not lncluded a margin for adverse deviatlon in the solvency and hypothetical wind'up
valuations.

The assumptions below are based on economic conditions as atAugust 31,2011.

Ba¡lr for Bcneñt¡ A¡¡umed to bc Scüled Through a Lump Sum

Nonindexed interest rate: 3.40% per year for 10 yøaæ, 4.70o/o per year üereafter

Partially-indoted (50o/o) 2,40% per yearfor 10 years, 3,30% peryearlhereafter
interest rate:

Parlially-indexed (55%) 2.30% per yøar for 10 years, 3.10% per year thereafter
ínterest rate:

UPdated: 2011'10-17
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Berl¡ lor Bcneflt¡ A¡rumcd to bc Sottlcd Through tho h¡rchan ol an Artnulty

Non-indexed lnterest rate:

Partially-indexed (50%)
lnterest rate:

Partially-lndexed (55%)
interest rate:

Termination expsnsês:

3,70o/o 9eî Year
2.29o/o pe?leal

2.'l1o/o per !ea?

$600,000

t9MERCER (CÂÌ{ADA) LlMllÊD
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Termlnatlon Expenses
To detErmlne the hypotheticalwind+¡p and solvency posltlon of ûre Plan, a provlslon has been
made for estlmated terminaüon expenseE payable from the Plan's assets in respect of actuarial
and administratlon expenses that may r€asonably be expected to be inq¡ned ln terminatlng the
Plan and to be charged to the Plan.

Because the settlementof all benefits on wlnd-up ls assumed to occur on the valuation date and
ls assumed to be uncontesþd, the pmvision fortermlnation expenses does riot include
custodlal, lntrestrnent management, auditíng, ænsulting and legal oxpemss ttrat wor¡ld be
inct¡ned between the whd-up daþ and the setlement date or due to the terms of a wind-up
being contested. Expenses assochted wiür the dlstribution of any surplus assets that mþht arlse
on an ach¡alwind-up are also not lncluded in the estlmated terminatlon expense prwlslons.

ln determlning the provlsion fortermlnation expenses payable from the Plan's as6ets, we have
assumed that the phn sponsor would be solvEnt on the wind-up date. We have also assum€d,
wlthout analysls, that the Plan's terms as well as applicable legislatlon and court decisions would
permlt he relevant expenses to be paid from the Plan.

Actualfees incuned on an actual plan wind-up may differ materlally from the estimates disclosed
ln this report.

Incremental Cost
ln orderto determine the incremental cost, we estlmate the solvency liabilities at the next
valuation date. We have assumed that the cost of settling beneflb by way of a lump sum or
purchasing annultles remalns oonsistentwih the assumptions descrlbed above. Slnce ttre
proJected solvency liabiliües wlll depend on the membership in the Plan at the next rraluation
date, we mu$ make assumptions about howhe Plan membership willevolve overthe period
unül he next valuaüon.

We have assumed that the Plan membershlp wlll evolve in a manner consistent with the golng-
concem assumptlons as folloÌvs:

. Penslonable eamings, the ln¿rrme Tax Act penslon limlt and he Yea/s Maximum
Pensionable Eamings lncrease in accodance wlh the related going-concem assumptions;

. Active members accrue pensionable service in accordance with the terms of the Plan; and

. Cost of living adJustments are ænsistent with he lnflatlon assumption used for the going-
concem valuatlon.

Updated: 2011-'10-17
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APPENDIX D

Membership Data
Analysls of Membershlp Data at December 31, 2010
For purpooes of thlc cgtlmate, we have basod our proþcton on EGD RPP membershlp data as
at Decemþer 31, ã!10, whlch was prcvlded by Enbrldgc. Mcmbcrshlp data wae profeded
foruard based on the assumptlons degcdbed ln Appcndlx C.

EGD RPP membershlp data as at December 31 , 2010 are summarlzed below.

Updated: 2011-10-'17
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12.31.2010

Actlvc and Dllabled Member¡ Accrulng Dcfncd Bonellt Sorvlce (ìfon€MEs)

Number

Total base eam¡ngs at the valuation ddc
Average base eamings atthe valualion date

Average years of Non€ME DB penslonable selice

1,742

s128,113,000

$73,500
'13.3 years

Averageage 46.0Years

Actlve and Dlsabþd llember¡ Accntlng Defrned Benellt Ssrvlco (SilE )
Number 31

Total base eamings at the valuation date

Average base eamings at the valuation date

Average years of Non€ME DB penslonable seryics

Average years of SME DB pensionable service

Average age

$6,189,000

$199,600

12.3 years

2.8 years

50.0 years

Surpended Deflned Benelt Jllember¡ Accrulng Defined Gontrlbutlon Serulce

Number 85

Total base eamings atthe valuatlon date

Average base eamings at the valuation date

Avenage years of Non-SME DB penslonable serulce

Average age

$7,226,000

$85,000

5.4 yeæs

45.0 years

Other Surpended Defi ned Benefr t tlemberr (Non €M Er)

Number

Total base eamlngs at the valuation date

Average base eamings atthevalualion date

Average years of Non-SME DB pensionable serylce

Average ago

13

$1,263,000

s97,200

4.7 yøars

39.0 years

OthcrSurpendcd Deflned Benefrt Mcmbcr¡ (SMEr)

Number

Total base eamings at the valuation date

Average base eamings at the valuaüon date

Average years d Non€ME DB pensionable servico

Avenge years d SME DB pensionable service

l5
$3,596,000

s239,700

8.9 years

1.5 yaars

MERCER (CAÎ.¡ADA) LIMÍTED
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12.31rot0

A¿tvc Doflned Gontlbutlon llemben wltlrout D¡frn d Brn¡fü Scrvlc¿

Number 202

Total base eamlngs atthe valuatlon date

Average base eamings at thc valuaüon date

Average age

s16,115,000

$79,800
40.5 years

Surpcndrd Dlllncd Conûlbt¡tþn Mrmb¡rr wlthout Ddnrd Bm¡flt Scrvlcr

Number I
Total baso camlngs at the valuaüon date

Averagc base eamlngs at tho valusüon date

Average age

$1,121,000

s't24,600

38.1yeara

Defoncd Pen¡loner¡

Number

Total annual pension'

Average annual penslon'

Average age

192

s935,000

$4,900

48.9 years

Pon¡loner¡ and Survlvor¡

Number

Total annual llfgtlme pension

Average annual lifetime pension

Total annual tomporary pension

Average annual temporary penslon

Average age

1,432

s28,339,700

$19,800

$2,0E8,000

$6,900

71.7 yea¡s
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APPENDIX E

Summary of EGD RPP Provisions
For purposes of üris prcjedlon, we have reflected the provislons of the EGD RPP in effecl on
August 31,2011. Slnce December 31,2010, üre Plan has been amended to allow immediate
vesüng, and to reflectvarious housekeeplng items.

DB Gomponent
The following is a summary of the main provisions of the DB component of the EGD RPP ln
effect on August 31, 2011. This summary is not lntended as a complete descriptlon of the Plan.

Background The EGD RPP became efrecüve January 1,1971.

Beneffts are based on a sstfomula and are entrely paid for by Enbddge.

Efrecüve July 1, 2001, the Plan was redesigned for all ac'tlve or suspended memberc

at that date. Prior to the redesign, partldpants ln the DB component of the Plan

accrued Contrlbutory crsdited service. Following the redesign, all ac'tive and

suspended members r¡r¡ere required to elec{ to parüdpate in either the DB component

or the DC component of üre Plan for fr¡tr¡re seruico. Partldpants in the DB conponent
of the Plan accrue non-contdbutory or SME credited selvice.

ln the future, membeæ wlro ars not SMEs may $ilitdt betwe€n the DB and DC

components on the January I following the date they acñieve 40 poittts or 60 po¡nF.

fury changes will afiect serulce afrerthe decis¡on gint only. Members wfio arc SMEs

must parüdpate in the DB cornponent of the Plan.

Ellglblllty for New employees become mernbers of the Plan immedlately. They may eled to
Memberehlp partidpate in eitherthe DB or DC component of the Plan. SMEs must parücipate in

the DB component.

Vestlng All employees are immediat€lyvested as of July 1, 2011.

Employec No employee contibutions are required or permitted based on the cunent plan

Contrlbutlons provisions. Priorto July 1, 2001, employee confibutions were rsqulrcd.

Retlrcment Normal Retirement Dab
Datoc . The nomal retirement date is üre flßt day of the month colncident with or no<t

following the membe/s 65th blrthday.

Early Retirement Date

. A msnber beæmes immedlatclyvested and may dtooce to rstirs as carly as

age 55.

Updated: 2011-10-17
EB-2011-0277

EoD PENsroN er.us f;[i!it 
a

Schedule 5
Appendix B
Page27 ol32
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Schedule 5
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Page 28 of 32

Normal
Rctltoment
Penrlon

Contlbutory Sþrulcc:

2.0to oî Final Five Year Average Eamlngr multiplied by years of conlrlbutory credited

servlce;

less

10070 of the Contih¡tory Canada Penslon Plan Enütlement.

Non€onflbutory Servlcr:

1.2olo ol Find Thrse YearAverage Eamlngs mulüplled by years of non-contdbutory

credlted s€rvlco;

less

50% of the Non€ontributory Canada Pension Plan Enüüernent

SME Cndtþd Scrvlco:

2,0o/o ol Flnal Three Year Average Eamlngs mulüplled by years of SME sadited
serulce.

Flnel Flv¡ Year Final Five YearAverage Eamings ls calculated using the highest 60 consect¡tlve

Avorage months cf eamlngs received by the mernber ln the 120 months lmmedlately prior to
Eamlngr termination or retrement indudlng 50% of the act¡al bonuE received for senlor

execuüve employees.

Flnal Three Year Final Three Year Average Eamings is calculated uslng the hlghest 36 consecutive

Average months d eamlngs received by the member in the 120 monüs immediately prior to
Earnlngr temlnation or relirement, plus tlre sum dthe highest threa Pensionablc Bonus

payments made ln the lad frve years divlded by 3.

Canada Penslon
Plan Entltloment

Contlbutory Sorvlce:

One thirty-fifih ú 25o/o of the lesser of the average eamings in the 60 months
lmmediately precedlng the date of e¡dt and avsri¡ge d the YMPE in the five calendar
years, includlng the oment ¡¡ear, precedlng the date of exit, mulliplled by contdbutory

credlted servlce, to a ma¡<lmum of 35 yeara.

Non€ontlbutory Scrvlce:

Calct¡lated as lf the member had rcaóed age 65, mulüplled by the rdlo of the
membe/s non-æntributory crcdited selice dter the later of January 1, 1966 or
age 18, to the number of years of posslble CPP coverage to age 65, recognidng tha
permitted dropor¡t pedod of 157o, and reducsd by 6% per year for wery year he
rstirement date pracadea age 85, to a ma<imum reduction of 307o.

25MERCER (C,AÌ,¡ADA} LIM]TED
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Updated: 2011-10-17
EB-20'11-0277

EGD PENSION PUU{S Exhib¡t B- Tabz
Schedule 5
Appendix B
Page 29 of 32

Early
Retlrrment
Pen¡lon

The following benefits apply lf a mombor reürss 6arly wlth the Cornpany's coßent:

. lf the member has attained ago 60, the pension payablc ls as doscribed above ln

the Normal Reürement secton.

. lf the m€rnb€r has 30 yeaß of conünuous Servicc or has attained age 60, the

membor is eligible for the benefits descrlbecl ln the previous paragraph plus, for
contdbutory cr€dited sêrvic€, an additiond benefit of a bddge pension payable to
age ô5 equal to 1007o ofthe Contibutory Canada Penslon Plan Enüüernent.

. lf the member has not attained age 80 the m€mber ls also ellgiUe, for non-

contrlhrtory cr€dited scwica, for an addiüonal benefit of a bridge penslon

pa¡able to age 60 equal to 50o/o sl thø Non-Gontibutory Canada Pension Plan

Enlitlement.

. lf the mernber has not attained age 60 or 30 years d contlnuous servics at

rcürement an early reürement reducüon of 57o F€r Year ls appllcabls from age 60

ln respect of contributory and non+onüibutory crcdited senrice. For SMEs, the

early retirement reductlon is 3% per year for SME credited sewice. The reduction

applies to the benefrt described in the lmmedately precedlng paragraphs

indudlng the bddge penslons.

lf a member retiros without company consent the benefrt ls actuarlally equfualent to

the benefit payable at age 65.

Maxlmum
Pen¡lon

The total annual pension payable from the Plan upon retlremenl death or

termindon of emdoyment cannot excsed the lesser of:

. 2o/o of the arrerage of lhe beS three consscutive years of totral compensation

paid tothe member by Enbddge; and

. $2,552.22, or sudr other ma<lmum as may apply frorn üme to time

indexed to the date of pendon commencement, multiplied by his total credited

Servics and reduced for early retlrement ín aocodance with üe lnæme Tax Act

rules.

lndcxatlon of
Pcn¡lon¡ ln
Payment

On December I of each year a contrac-tttal cost d livirp incrcase equal to a
perccntage of the annual increase in the Consumer Price lrdcx wlll apply to
pensions in payrnent for at least ono year. Thls peroenùage ls 557o for confübutory

c¡edited servlco and 50% for non-contributory and SME crsditsd seruice. lndexaton
only applies to memb€rs that reüre forn aclive mernbeßhip.

Priorto July 1, 2001, any lncruasæ to pensions in paymentwero on an ad'hoc
basis.

ßMERCER (CAI.¡ADA) LIMIÍED
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D¡ath Bensfrt¡ Death Bclor¡ EllglblcforEerly Rcünm¡nt

lf a membor dies belore he is ellgibleforearly reürcrnent benefüs, the membo/s
spouse, or benellciary if lhcre is no gpouse, wlll recelve a lump sum sotüe.nant

equal to 100% of the commuted vduc of tha membe/s reduced accrued pension

defened to age 55, ln resped of all crsdited servlco.

Dca$ Afirr Ellglblllty lbr Eedy Rrünm¡nt

lf a member dles afier hls eady reürcment date and beforo hls pension paytncnts

harre begun, ths membs/s spousq or benefrdary if thers is no spouse, will recelve

either a lump sum settlement or an lmmedlate penslon equal in value to 1ü)% of the

commuted value of the mernber's rsduced accrued pcnslon, in respect of allcredited

service.

Deaü Aflcr Rctlnmcnt

The death benefit payable is in accordance wlth thefom elec*ed.

The normal form of pension is a Joint and 60% Suruivor annuity for mernbers with a

spouso and a lifo annuity with a 1$year guarantoo perlod for single members.

Updated: 2011-10-17
EB-2011-0277

EcD PENsroN euNsfjlilit B

Schedule 5
APPendix B
Page 30 of 32

Termlna$on
Ben¡llt¡

lf a membe/s employmcnt temlnates for reasons other than death or t€titsment,

the member is entitled to their reduced accn¡ed penslon defened to age 55. The

Member has the option to üansfer the value of the benefit to a locke&in RRSP.

Dlrabllþ
Benofrt¡

Disabled members are ellglHe to retirc at age &5. For members wlrose dlsability

commenced befonr July 1,2001salary le assumed to increase with the Average

lndustdalWage, wlrlle for members whose dlsabllity commenoes afrer July 1, 2001

salary is assumed to lncnrase with lnflaüon, subject to a madmum of 57o per year, to

retlrement The disablod mernber conünues to aocruo credited service while

disabled.

27MERCER (CA¡.¡AOA) UM]TEO
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DG Gomponent
The following is a summary of the main provisions of the DC component of the EGD RPP in
effecton August 31,n1I. Thls summary is not lntended as a complete descrlptbn of the Plan.

Bacþround The DC component of the EGD RPP became effectfua July l, 2001.

Employer oontributlons ara remltted to lndividual msnber accounts and are credlted
with interest.

Members ¡ecelve üre balancs of their fndlvldual employeraccount upon termlnaüon,

death or ratiremenl

Ellglblllty for New employees becpme members of the Plan immedlately. They may elec{ to
Mrmberuhlp parfcipate in eilherthe DB or DC component of $e Plan. SMEs must parücipate in

the DB component.

Vertlng All employees are lmmedlatelyveded as d July 1,2011.

Updated: 2011-10-17
EB-2011-0277

EGD PENSION P¡ryr¡s Exhibit B
Tab2
Schedule 5
Appendix B
Page 31 of 32

Employee No employee contibutions are requlred or permitted.

Gontrlbutlon¡

Employcr Employer contrlbutions to the DC component are basod on a membe/s points.

Gontrlbutlon¡ . less than 40 polnts: 4.0!o d pendonable eamlngs3

. 40 to 60 points: 5.5% of pensionable eamings

. gr€ater than 60 points: 7.0o/o oî pensionable eamings

Maxlmum The employer contribuüons are llmlted to the amounts under the lTA.
Gontrlbutlon

Penclonablc Base salary plus 50o/o of ac'tual bonus recslved.

Earnlngr

' 3 For mgnbers who ìrvoru parüdpating in the DC component of the Plan at Juns 30, 2001, hc mlnimum employa
contibuüon ls 5.0% of pensloneble DC æmings.
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BOARD STAFF INTERROGATORY #4

INTERROGATORY

Ref: Ex. B /Tab 2/ Sch 5

Please report the pension plan's annual investment returns for the last 5 years and
compare them to the annual investment returns of a group of peers of comparable size
and scale operating in Canada.

RESPONSE

Please see the table provided below.

Witnesses: S.Kancharla
R. Lei
A. Patel

2006 2007 2008 2009 2010
EGD RPP 10.60/0 1.0o/o -18.4% 16.7% 9.8o/o

Comparable Peers*
90"'percentile 14.3 8.9 -11.7 19.2 12.7
75'' percentile 13.0 7.7 -'13.2 17.3 11.6
50"'oercentile 11.4 3.7 -14.7 13.9 10.3
25"'percentile 8.7 1.7 -19.6 12.'l 8.7
10"'percentile 7.2 0.1 -24.3 4.4 7.9
*Based on companies on the TSX composite with pension assets between $100M - $28

3G
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BOARD STAFF INTERROGATORY #5

INTERROGATORY

Ref: Ex. B /Tab 2/ Sch 5

(a) Does EGD directly manage the plan or is it managed by another entity?

(b) Please name the corporate entity managing the plan.

(c) Does the plan include only the employees and retirees of EGD or are there other
members (such as employees of affiliated companies) included in the plan? lf so,
please provide details as to the numbers of any such employees and the identity of
the affiliates.

RESPONSE

a) EGD does not directly manage the plan.

b) The plan is managed by the Pension Administration Group at Enbridge lnc. under
the direction of the Pension Committee, which sets the plan goals and asset mix
policy, while the investments are managed by various investment managers. EGD
has seat a on the Pension Committee.

c) The EGD RPP plan includes Enbridge Gas Distribution lnc., and two affiliates,
Gazifère Inc. and Enbridge Gas New Brunswick lnc. However, the cash
contribution requested in the Zlactor only pertains to Enbridge Gas Distribution lnc.

The EGD SERP and EGD SSERP only includes Enbridge Gas Distribution lnc.

Member details by plan and affiliate are:

Enbridge Gas
Distribution lnc.

Enbridge Gas
New Brunswick
lnc.

Gazifere lnc.

EGD RPP 3,477 143 101

EGD SERP 29 N/A N/A
EGD SSERP 5 N/A N/A

Witnesses: S.Kancharla
R. Lei
A. Patel
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Note to reader regarding actuarlal valuatlons:

This report may not be relied upon for any purpose other than lhose explicitly noted in the lntroduction or by

any party other than the parlies noted in the lntroduction. Mercer is not responsible for lhe consequences of

any other use. A valuation report is a snapshot of a plan's estimated financial condition at a particular point

in time; it does not predict a pension plan's future linancial condition or its ability to pay benelits in the future.

lf mainlained indefinitely, a plan's total cost will depend on a number of factors. including the amount of

benefits the plan pays, the number of people paid benelits, the amount of plan expenses, and the amount

earned on any assets invested to pay the benefits, These amounts and olher variables are uncertain and

unknowable at the valuation date.

To prepare this report, actuarial assumptions are used to model the results for a single scenario from a

range of possibililies. The results of that single scenario are included in this reporl, However, the fulure is

uncertain and lhe plan's actual experience will differ from those assumptions; lhese differences may be

significant. ln addltion, different assumptions or scenarios may also be within the reasonable range and

results based on those assumptions would be different. Actuarlal assumplions may also be changed from

one valualion to the next because of changes in regulatory requirements, plan experience, changes in

expectations about the future and other factors.

Furthermore, should the plan be wound up, lhe going-concern funded status and solvency fìnancial position,

if differenl from the wind-up financial position, become irrelevant. Emerging experience, including the growth

of wind-up liabilities compared to the plan's assets (including future contributions and investment returns),

will affect the wind-up funded position of the plan assuming it is wound-up in the future. ln fact, even if the

plan were wound-up on the valualion date, the linancial position would continue to fluctuate until lhe benefits

are fully settled.

Because actual plan experience will differ from the assumptions, decisions about benefit changes,

investmenl policy, funding amounts, benefit security and/or beneft-related issues should be made only after

careful consideration of alternative future linancial conditions and scenarios, and not solely on the basis of a

valuation report or reports.

Ponslon Plan for Employees ol
Enbrldge Gas Dlslrlbutlon lnc. and Afflllates

Mercer (Canada) Llmltcd

l:þcnvCnþnbridgolcurmilv€hzol'l\€od rpplcosl cartificatol€gd rpp cost corl¡ficålo 01012Ol t - finol.doc

Filed: 2011-1 1-16, EB-2011-0277
Exhibit l, Tab 2, Schedule 8, Attachment A

Actuarial Cost Cert¡flcato
as at January l, 201 1
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Penglon Plan for Employees of
Enbrldge Gas Dlstrlbutlon lnc. and Afllllates

Filed: 201 1-1 1-16, EB-201 1-0277
Exhibit l, Tab 2, Schedule 8, Attachment A

Actuar¡el Cost Cerlllicate
as at January 1, 201'l

lntroduction
To Enbridge Gas Distribution lnc.
At the request of Enbridge Gas Distribution lnc. (the "Company"), we have estimated the
financial position of the Pension Plan for Employees of Enbridge Gas Distribution lnc.
and Affiliates (the "Plan") as at January 1,2011 on a going-concern basis and on a
solvency basis. The purpose of our calculations was to provide the information required
to be included in an actuarialcost certifícate prepared pursuant to section 7.1 of the
Ontario Pension Benefits Act Regulations. Note that the Plan is made up of defined
contribution ('DC") and defined benefit ('DB') components.

The information presented is prepared for the internal use of the Company and for filing
with the Financial Services Commission of Ontario ('FSCO'). This information presented
is not intended or suitable for any other purpose.

ln accordance with pension benefits legislation, the next actuarial valuation of the Plan
will be required as at a date not later than December 31, 2012, or as at the date of an
earlíer amendment to the Plan. Unless a new cost ceftificate is filed as of January 1,

2012 demonstrating that the Plan has sufficient surplus, employer current service cost
contributions must resume in 2012.

Terms of Engagement
ln accordance with our terms of engagement with the Company, our actuarial valuation
of the Plan is based on the following material terms:

. lt has been prepared in accordance with applicable pension legislation and based on
methods and actuarial assumptions that are consistent with actuarial standards of
practice in Canada;

I
4r,

I
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Actuarlal Cost Certif¡cate
as at January l, 201 I

Pongton Plan for Employees of
Enbrldge Gas Dl3tr¡butlon lnc. and Afllllates

. As instructed by the Company, we have reflected a margin for adverse deviations in

our going-concern valuat¡on by reducing the going-concern discount rate by 0.59%
per year; and,

r We have reflected the Company decisions for determiníng the solvency funded
position. Cerlain excludable benefits were excluded from the solvency líabilities.

Our calculations reflect the provisions of the Plan as at December 31, 2009. Based on

the information provided by the Company, no substantive amendments have been made

to the Plan since that date. A summary of the plan provisions ¡s provided in Appendix F

of our Report on the Actuarial Valuation for Funding Purposes of the PÍan as at

December 31, 2009, dated September 30, 2010.

Our calculations are based on an extrapolation of a valuation perforrned using

membership data as at December 31, 2009. The membership data used in our

calculations was summarized ín Appendix E of our Reporl on the ActuarialValuation for
Funding Purposes of the Plan as at December 31, 2009, dated September 30, 2010.

The assumptions used in our calculations are described in Appendix B. We have used

the same going-concern valuation assumptions and methods as were used for the

valuation as at December 31, 2009, except for the discount rate, which has been

updated to reflect market conditions on January 1,2011. These changes have resulted

in an increase of $21,645,000 in the estimated going-concern funding target and an

increase of $768,000 in the employer current service cost. The solvency assumptions

have been updated to reflect market conditions at the valuation date. Emerging

experience will atfect the funded position of the Plan.

After checking with representatives of Enbridge Gas Distribution lnc., to the best of our

knowledge there have been no events subsequent to the valuation date which, in our

opínion, would have a material impact on the results of the valuation.

Comments made in our repoft on the actuarial valuation of the Plan as at December 31,

2009 regarding the Ontario Court of Appeal's decision in Aegon Canada lnc. and

Transamerica Life Canada yersus ING Canada lnc. and Supreme Court of Canada

dismissal of the appeal in Monsanto Canada lnc. versus Superintendent of Financial

Services (" Monsantd'), as well as other similar decisions, continue to apply to this report.

2
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Pen¡lon Plan for Employes3 of
Enbrldge Gas Dlstrlbutlon lnc. and Afllllates

Valuation Results
Going-concern Financial Position
The plan's estimated financial position as at January 1,2011 on a going-concern basis,

in comparison with that shown in the last filed actuarial valuation at December 31, 2009,

are summarized as follows:

ol.ol.20t I 12.31.20,05

2

Assets

Market value of assets

Going-concern funding target

' active and suspended members
. pensioners and survivors
. deferred pensioners

Total

$734.426,000

$356,767,600

$321,634,900

$7,593,000

$698,698,000

s308,389,300

$326,142,300

$7,003,400

$685,995,500 $641,535,000

Funding excess (shortfall) $48,430,500 $57,163,000

Assets over funding targets 107o/o 'lOgo/o

3
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Pen3lon Plan for Employees ol
Enbrldge Gas Dlstrlbut¡on lnc. and Afllllatee

Reconciliation of Financ¡äl Status

Filed: 2011-11-16, EB-201 1-0277
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Actuarial Cost Certificate
as at January 1, 201 1

Funding excess (shortfall) as at previous valuation

lnterest on funding excess (funding shortfall) at 6.000/o per year

DB contributlons drawn from funding excess, with interest

DC contributions drawn from funding excess, with interest

Net investment return different than expected

lmpaot of changes in assumptions and methods

$57,163,000

$3,429,800
($15,129,500)

($1,446,500)

$26,058,700

($21,645,000)

Funding excess (shortfall) as at current valuation $48,430,500

Solvency Financial Position
The plan's estimated solvency pos¡tion as at January 1, 2011, in comparison with that
shown in the last filed actuarial valuation at December 31, 2009, are summarized as
follows:

o,t.0,t.20ll ,,2.3,1.2009

Assets

Market value of assets

Termination expense provision

Solvency assets

Solvency llabitities before exclusion of
beneflts:
. active and suspended members
r pensioners and survivors
. deferred pensioners

Total solvency liabilities before exclusion of
benefits

Value of excluded benefits

Solvency liabilities

$734,426,000
($600,000)

$698,698,000

($600,000)

s733,826,000

$437,831,700

$378,050,800

$9,113,600

$698,098,000

$380,226,900

$384,153,400

$8,726,600

$824,996,100

($126,131,200)

$773,106,900

($107,030,000)

$698,864,900 $666,076,900

Surplus (shortfall) on a market value basis $34,961,100 $32,021,100

Transfer ratio 0.90

4
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Hypothetical Wind-up Financial Position
The plan's estimated hypothetical wind-up position as at January 1,2011, in comparison

w¡tn ihat shown in the last filed actuarial valuation at December 31, 2009, are

summarized as follows:

o1.0,1.20'l'l r2.31,2009

Assets

Market value of assets

Termination expense Provision

Wind-up assets

Hypothetlcal wlnd-up llabilitles:
r active and suspended members

¡ pensioners and survivors

. deferred pensioners

$734,426,000
($600,ooo)

$698,698,000
($2,000,000)

$733,826,000

$437,831,700

$378,050,800

$9,113,600

$696,698,000

$380,226,900

$384,153,400

s8,726,600

Totalwind-up $824,996,100 $773,106,900

($76,408,900)Wind-up excess (shortfall) ($91,170,100)
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Actuarlal Cost C€rt¡ficate
as at January l, 201 I

Gurrent Service Gost (December 3{ r 2OOg)

Based on the results of the last actuarial valuation filed as at December 31, 2009 and

adjusted for the impact of the change in discount rate, the employer's DB current serv¡ce

cost until the next valuat¡on date is set at 12.07% of members' pensionable earnings.

As such, the estimated employer DB cunent service cost for 2011 is as follows:

Estlmated DB Current Servlce Cost

20'll

Estimated members' pensionable eamings

Employer's DB current service cost as a percentage of members'
pensionable earnings

Estimated employer's DB current service cost

8132,322,700

12.07olo

$15,977,500

lmpact on Gontribution Holidays
ln accordance with Sections 7(3.1) and 7(3.2) ol the Ontario Pension Benefits Act
Regulations:

. Surplus identified in the most recently filed actuarial valuation can only be used to
reduce contributions for current seruice cost if an administrator files, within the first 90

days of the fiscal year, an actuarial cost certificate for the fiscal year; and,

. The maximum amount of any surplus identified in the most recently filed actuarial
valuation report that can be used in such manner is equal to the lesser of:

The amount, if any, by which the going concern assets reported in the actuarial
cost certificate filed for the fiscal year exceed the sum of the estimated going-

concern funding target liabilities as reported in the certificate ($48,430,500); and,

- The amount, if any, by which the solvency assets reported in the actuarial cost
certificate filed for the fiscal year exceed the sum of the estimated solvency
liabilities as reported in the certificate ($34,961,100).

As the estimated employer DB current service cost (i.e. $15,977,500) is lower than the
lesser of these two amounts (i.e, $34,961,100), in accordance with Section 7(3) of the
Ontario Pension Benefits Act Regulations the contribution holiday can continue.

ln addition, since the DB component of the Plan is fully funded on both going concern

and solvency bases, subject to the Onfano Pension Benefits Act Regulationg the Plan

terms and any collective or employment agreement, the Company may apply DB assets

in satisfaction of its contribution requirements for the DC component of the Plan. DC

contribution requirements for 2011 are estimated to be $1,439,900.
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Actuadal Cost Cêrt¡ficate
as at January l, 201 I

Actuarial Opinion
ln our opin¡on, for the purpose of determining the est¡mated funded status of the Plan as

at January 1,2011:

. The membersh¡p data are sufficient and reliable.

. The assumptions are appropr¡ate.

. The methods employed are appropriate and consistent with accepted actuarial

practice in Canada.

This report has been prepared, and our opinions given, in accordance with accepted

actuarial practice in Canada except that it does not include the following disclosures

which were not required to be provided under our terms of the engagement with the

Compåny:

. Sensitivity of the valuation results lo a 1o/o decrease in the discount rate; and,

. The solvency incrementalcost.

This report has been prepared in accordance with the funding and solvency standards

set by lhe Ontario Pension Benefits Act.

March 31,2011

Date
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Actuerlel Cosl Cedífþate
as at JanuarY I, 201 1

Appendix A

Plan Assets
The DB assets of the Plan are held in trust by CIBC Mellon. We have relied upon the

unaud¡ted fund statements provided by CIBC Mellon, for the per¡od from December 31,

2009toJanuary 1,2011.

8
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Actuarlal Cost Certificate
as at January 'l , 201 1Pcn3lon Plan for EmPloYeee of

Enbrldge Gas Dletrlbutlon lnc. and Afllllateg

The pension fund transactions for the per¡od from December 31, 2009 to

January 1,2011 are summarized as follows:

Reconciliatlon of Plañ Assets (Market Value)

20lo

January 1

Adjustment to assets to reflect aud¡ted statements

PLUS

Company contributions
. Current servlce

. SpecialPayments

lnvestment income

LESS

Pensions paid

Lump-sum refunds

Transfers to DC

lnvestment expenses

Other expenses

$698,698,000

$2,364,000

$701,062,000

$0

$0

$69,592,000

$69,592,000

$29,305,000

$1,051,000

$1,405,000

$2,733,000

$1,734,000

$36.228,000

December 31 $734,426,000

We have tested the pensions pa¡d, the lumpsum refunds and the contr¡butions for

consistency with the membership data for the plan members who have received benefits

or made cóntributions. The results of these tests were sat¡sfactory.

tlercer (Canada) Llmltrd
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Acluailal Cost Cert¡ficâle
as at January I, 201 I

Investment Policy
The plan administrator last revised its Statement of lnvestment Policies and Procedures

effective May 2007. This policy is intended to provide guidelines for the manager(s) as to

the level of risk which is commensurate w¡th the DB component of the Plan's investment

objectives. A significant component of this investment polícy is the asset mix.

The constraints on the DB component asset mix and the actual asset mix at the

valuation date are provided for information purposes:

DB lnvestment Pollcy Actuat Asset Mix
I Mln¡-u- Target Maxlmum as at January 112011

Canadian equities 18.0o/o 21'0o/o 24.0o/o 22.0o/o

Foreign equities 22.5o/o 31'5o/o 40.5o/o 30.9%

Fixed income - universe 19.5o/o 32.5o/o 35.5% I 41.0o/o

Fixed lncome - real return 7.Oo/o 10.0o/o 13.00/o ¡

lnfrastructure 2.0o/o 5.0o/o 8.0o/o 5.9%

Cash and short term assets 0.0% 0.0% 5'0% 0.2o/o

100o/o 100o/o
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Penrlon Plan for Employees of
Enbrldge Gas Dlstrlbutlon lnc. and Afllllates

Appendix B

Actuarial Methods and Assumptions
Actuarial Methods - Going-concern Basis

Valuation of Assefs
For this valuation, we have continued to use the market value of assets.

Valuatíon of Actuarial Liabilities
We have continued to use the same actuarial valuation method as was used in the last

actuarialvaluation of the Plan and summarized in Appendix C of our Report on the

Actuarial Valuation for Funding Purposes of the Plan as at December 31, 2009, dated

September 30, 2010.

For the purposes of this report, going concern liabilities of the plan and the estimated

service costs were calculated at December 31, 2009 using the assumptions described

below and then rolled forward from December 31, 2009 to January 1,2011 using the

expected growth in liabilities as a result of new service accruals, and actual benefit
payments between these two dates.

Actuarial Assumptions - Going'concern Basis
The actuarialvalue of benefits is based on economic and demographic assumptions. At

each valuation we determine whether, in our opinion, the actuarial assumptions are still

appropriate for the purposes of the valuation, and we revise them, if necessary.

For purposes of this report, we have lowered the discount rate to 5.75o/o from 6.00% at

December 31, 2009, All other assumptions used in our calculations were the same as

those used in the most recent actuarial valuation of the Plan as at December 31, 2009.

Emerging experience will result in gains or losses that will be revealed and considered in

future actuarial valuations.

Filed: 2011-1 1-16, EB-2011-0277
Exhibit l, Tab 2, Schedule 8, Attachment A

Acluarial Cost Cedificate
as at January 1, 201 1
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Actuarlal Cost Ceilmcate
as at January 1, 201 1

Pen¡lon Plan for Employees of
Enbrldge Gas Dlstr¡butlon lnc. and Afllllatea

Margin

Net discount rate

The assumptions used in the most recent actuarial valuation of the Plan as at

December 31, 2009 are descr¡bed in detail in our actuarial valuation report as at that

date. The following is a summary of the rationale for the discount rate change since the

last valuation at December 31, 2009.

Discount rate
We have discounted the expected benefit payment cash flows using the expected

investment return on the market value of the fund. Other bases for discounting the

expected benefit payment cash flows may be appropriate, particularly for purposes other

than those specifically identified in this valuation report.

The discount rate is comprised of the following:

. Estimated returns for each major asset class consistent with market conditions on the

valuation date and the target asset mix specified in the Plan's investment policy.

. Additionalreturns assumed to be achievable due to active equity management (net

of related expenses).

. lmplicit provision for expenses determined as the expected rate of investment and

administrative expenses to be paid from the fund in the future.

. A margin for adverse deviations, based on the proportion of the Plan assets invested

in equities and the excess return expected on equities, over government bond yields.

The discount was developed as follows:

Assumed investment return 6,610/o

Active management 0.23o/o

lmplicit expense provision (0.50%)

(0.'5970)

5.75o/o

The previous valuation assumed a discount rate of 6.00%.

Actuarial Methods and Assumptions - Solvency Basis
With the exception of the assumptions summarized in the table on the following page,

the assumptions and methods used in our calculations were the same as those used in
the most recent actuarial valuation of the Plan as at December 31, 2009'
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Actuarial Cost Certificate
as at January I, 201 I

Basis for benelíts assumed to be settlod through a lump sum

Non-indexed interest rate:

Partially-indexed (50%)
interest rate:

Partially-indexed (55%)
interest rate:

Maximum pension limit:

3.70o/o per year for 10 years, 5.00o/o pêr year thereafter

2.80o/o per year for 10 years, 3.70o/o pü year thereafter

2.70o/o per year for 10 years, 3.60% per year thereafter

. 92,552.22 per year of servíce for members over age 55

. $2,552.22 per year of service, projected forward to the age

which maximizes value a12.77% for 10 years, and 3'54% per

vear thereafter, for members under age 55

Basls lor benellts assumed to be settled through the purchase of an annuity

Non-indexed interest rate:

Partially-indexed (50%)
interest rate:

Partially-indexed (55%)
interest rate:

Maximum pension limit:

4.48o/o per yeaf

2.77o/o per year

2.6Qo/o per year

. 92,552.22 per year of service for immediate annuities

. $2,552.22 per year of service, projected fon¡vard to the age

which maximizes value al2.77o/o for 10 years, and 3.54% per

vear thereafter. for deferred annuities

For the purposes of th¡s report, solvency liabilities of the plan were calculated at

December 31, 2009 us¡ng the assumptions described above and then rolled forward

from December 31 , 2OOg to January 1,2011 usíng the expected growth in liabilities as a

result of new service accruals, actual pay increases, actual cost-of-liv¡ng (COLA)

increases granted to pensioners, and actual benefit payments between these two dates.

The value of benefits assumed to be settled through a lump sum transfer is based on the

assumptions described in Section 3800 - Pension Commuted Values of the Canadian

lnstitute of Actuaries' Standards of Practice applicaþle for January 1,2011 for benefits

expected to be settled through a lump sum transfer in accordance w¡th relevant
portability requirements,

Benefits provided as an immediate or deferred pens¡on are assumed to be settled

through the purchase of annuitíes based on an est¡mate of the cost of purchasing

annuities. However, there is limited data available to provide credible guidance on the

cost of a purchase of indexed annuities in Canada. Therefore, we have relied upon

prel¡minary guidance from the Canadian lnstitute of Actuaries regard¡ng appropriate

annuity proxy discount rates as at January 1,2011.

We have not included a provision for adverse deviation in the solvency and hypothetical

wind-up valuat¡ons.
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Appendix C

Employer Gertification
With respect to the estimate of the ñnanclal position of he Pension Plan for Employees
of Enbridge Gas Distribution lnc. and Affiliates, as at January 1,2011,1 hereby certiff
that, to the best of my knowledge and belief:

I a copy of the official plan documents and of all amendments made up to January 1,
2011, were provided to the actuary;

. the valuation reflects Enbridge's decisions in regards to determining the solvency
funding requirements;

. the asset.i¡rfolriíation summarised in Appendix A is'reflective of the Plan's assels;
, .: ¡..-. "'

. all events subsequent to December 3lr 2009 that may have an impact on the results
of the valuation have been communicated to the actuary.

Pe¡B¡on Plan for Employees of
Enbrldgc Gae Dlstrlbutlon lnc. and Afflllatcs

Acluarlal Cosl Cerlllcato
as at January 1. 201 I

SoruiÊ FtÉ.€r,r ¡,
Name

u!*(cuultA.Zott

lllrrarr (Caneda) Llmlted 14

t4



Filed: 2011-11-16, EB-201 1-0277
Exhibit l, Tab 2, Schedule 8, Attachment A

MERCER Mercer (Canada) Limiled
222 - 3rd Avenue South West
Su¡t€ 1200
Calgary, Alberta T2P 084
403 269 4945

Consulting. Outsourcing. lnvestments.
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CCC INTERROGATORY #3

INTERROGATORY

(BtT2tSãtp.4)

Pension costs are a cost of operating the distribution business. Please explain why
EGD's management has not been able to "control" this cost. Please explain why EGD
has not been able to "manage a growing pension obligation due to employee services
rendered."

RESPONSE

As outlined in Exhibit B, Tab 2, Schedule 5, paragraphs 19 and 20, EGD manages its
pension plan over the long term. As a result it is unable to control the annual pension
costs as managing pension costs on a short term basis would compromise the long
term objects of the plan. Furthermore, the plan deficit primarily results from external
economic factors that are not controllable by EGD.

The market forces of lower returns on invested assets and lower discount rates relating
to future obligations has had the dual effect of retarding the growth of invested assets
coupled with an increase in the present value of future obligations. The combined effect
of this is the creation of a deficit, which in turn triggers a contribution requirement
resulting in added costs.

Furthermore, due to a new regulation introduced on June 23,2009 relating to the
requirement for an annual cost certificate, EGD no longer has a guaranteed three year
contribution holiday if the annual cost certificate shows a plan deficit. Since the plan is
managed on a long term basis EGD does not have the ability to control costs as
investment mandates are set with a long term view.

Witnesses: S. Kancharla
R. Lei
A. Patel
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