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MANAGEMENT'S DISCUSSION AND ANALYSIS

This Management’s Discussion and Analysis (MD&A) dated February 9, 2024 should be read in
conjunction with the audited consolidated financial statements and notes thereto of Enbridge Gas Inc. as
at and for the year ended December 31, 2023 (the audited consolidated financial statements), prepared in
accordance with generally accepted accounting principles in the United States of America (US GAAP). All
financial measures presented in this MD&A are expressed in Canadian dollars, unless otherwise
indicated. Additional information related to Enbridge Gas Inc., including its Annual Information Form, is
available on SEDAR+ at www.sedarplus.ca.

This MD&A contains forward-looking information or statements. Readers are cautioned from placing
undue reliance on such statements and should review the cautionary information under Forward-Looking
Information.

OVERVIEW

The terms "we", "our", "us" and "Enbridge Gas" as used in this MD&A refer to Enbridge Gas Inc. and its
subsidiaries unless the context suggests otherwise. We are a wholly-owned indirect subsidiary of
Enbridge Inc. (Enbridge), our ultimate parent. Enbridge provides administrative and general support
services to us.

We are a rate-regulated natural gas distribution utility with storage and transmission services. There are
three principal interrelated aspects of the natural gas distribution business in which we are directly
involved: Distribution, Transportation and Storage.

Our distribution system, supported by our storage and compression assets, carries natural gas from the
point of local supply to customers and serves residential, commercial and industrial customers across
Ontario. The distribution system consists of approximately 151,000 kilometers (km) of main and service
pipelines.

Our transportation services are supported by a transmission system that consists of approximately 3,800
km of high pressure pipeline and five mainline compressor stations and has an effective peak daily
demand capacity of 7.6 billion cubic feet (bcf) of natural gas. Our transmission system also links an
extensive network of underground storage pools at the Tecumseh Gas Storage facility and Dawn Hub
(collectively, Dawn) to major Canadian and United States (US) markets. Key pipeline interconnects in
Canada and the US enabled us to deliver 2,218 bcf of gas through our distribution and transmission
system in 2023. A substantial amount of our annual transportation and storage revenue is generated by
fixed annual demand charges.

Our storage facility at Dawn is the largest integrated underground storage facility in Canada and one of
the largest in North America. Dawn has a total working capacity of approximately 284 bcf in 33
underground facilities located in depleted gas fields. Dawn offers customers an important link in the
movement of natural gas from supply basins in western Canada and the US to markets in central Canada
and the northeast US. Approximately 180 bcf of the total working capacity is available to us for utility
operations. We also have storage contracts with third parties for 21 bcf of storage capacity.


http://www.sedarplus.ca

FORWARD-LOOKING INFORMATION

Forward-looking information, or forward-looking statements, have been included in this MD&A to provide our
shareholders and potential investors with information about Enbridge Gas and its subsidiaries, including
management’s assessment of our and our subsidiaries’ future plans and operations. This information may not be
appropriate for other purposes. Forward-looking statements are typically identified by words such as “anticipate”,
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“expect”, “project’, “estimate”, “forecast”, “plan”, “intend”, “target”, “believe”, “likely”, “continue”, “should”, “could”,
“‘may”, “predict”, “will”, “potential” and similar words suggesting future outcomes or statements regarding an outlook.
Forward-looking information or statements included or incorporated by reference in this document include, but are not
limited to, statements with respect to the following: our objectives and strategies; expected performance of our
businesses; expected supply of and demand for and prices of natural gas and other commodities and sources of
energy; energy transition and lower-carbon energy, and our approach thereto; environment, social and governance
(ESG) goals, practices and performance; industry and market conditions; expected costs, capacity and in-service
dates related to announced projects and projects under construction, including additional community expansion
projects; the anticipated amount of contractual obligations; expected future growth and expansion opportunities,
including customer growth; expected future decisions and actions of regulators and courts, and the timing and impact
thereof, including with respect to our 2024 rebasing application; expectations regarding competitive energy sources
and the continued advantages of natural gas, financial strength and flexibility; anticipated sources of financing and
liquidity and the sufficiency thereof; estimated future dividends and our pay-out target; the effect of any claims or
potential claims and other legal proceedings; costs associated with remediation of discontinued manufactured gas
plant sites; continued promotion of conservation and energy efficiency; operational, industry, climate change and
other risks associated with our business; and our assessment of the potential impact of the various risk factors
identified herein.

Although we believe that these forward-looking statements are reasonable based on the information available on the
date such statements are made and processes used to prepare the information, such statements are not guarantees
of future performance and readers are cautioned against placing undue reliance on forward-looking statements. By
their nature, these statements involve a variety of assumptions, known and unknown risks and uncertainties and
other factors, which may cause actual results, levels of activity and achievements to differ materially from those
expressed or implied by such statements. Material assumptions include assumptions about the following: the
expected supply of and demand for and prices of natural gas and other commodities and sources of energy; prices
for natural gas and alternative sources of energy; exchange rates; inflation; interest rates; the availability of capital on
satisfactory terms; the availability and price of labor and construction materials; the stability of our supply chain;
operational reliability; maintenance of support and regulatory approvals for our projects; anticipated in-service dates;
weather; potential acquisitions, dispositions or other strategic transactions; expected earnings/(loss); expected
earnings before interest, income taxes and depreciation and amortization (EBITDA); and estimated future dividends.
Assumptions regarding the expected supply of and demand for natural gas and the prices of natural gas are material
to and underlie all forward-looking statements. These factors are relevant to all forward-looking statements as they
may impact current and future levels of demand for our services. Similarly, exchange rates, inflation and interest rates
impact the economies and business environments in which we operate, may impact levels of demand for our services
and cost of inputs, and are therefore inherent in all forward-looking statements. The most relevant assumptions
associated with forward-looking statements on expected capital expenditures include: the availability and price of
labor and construction materials; the stability of our supply chain; the effects of inflation and foreign exchange rates
on labor and material costs; the effects of interest rates on borrowing costs; the impact of weather; and customer,
government and regulatory approvals on construction and in-service schedules and cost-recovery regimes.

Our forward-looking statements are subject to risks, uncertainties and assumptions pertaining to the realization of
anticipated benefits and synergies of projects and transactions, operating performance, regulatory parameters
including with respect to our 2024 rebasing application, changes in laws and regulations applicable to our businesses,
litigation, project approval and support, weather, economic and competitive conditions, public opinion, access to and
cost of capital, operational dependence on third parties, changes in tax law and tax rates, exchange rates, interest
rates, commodity prices, and supply of and demand for commodities and other alternative energy. These risks and
uncertainties include, but are not limited to, those risks, uncertainties and assumptions discussed in this MD&A and in
our other filings with Canadian securities regulators. The impact of any one assumption, risk, uncertainty or factor on
a particular forward-looking statement is not determinable with certainty as these are interdependent and our future
course of action depends on management’s assessment of all information available at the relevant time.



Except to the extent required by applicable law, we assume no obligation to publicly update or revise any forward-
looking statements made in this MD&A or otherwise, whether as a result of new information, future events or
otherwise. All subsequent forward-looking statements, whether written or oral, attributable to Enbridge Gas or
persons acting on our behalf, are expressly qualified in their entirety by these cautionary statements.

NON-GAAP MEASURES

This MD&A contains references to non-GAAP and other financial measures, including Gas distribution margin and
EBITDA. Gas distribution margin represents Gas commodity and distribution revenues and Storage, transportation
and other revenues less other revenues and Gas commodity and distribution costs. EBITDA is defined as earnings
before interest, income taxes, depreciation and amortization. Management uses Gas distribution margin and EBITDA
to assess performance of Enbridge Gas and to set targets.

As non-GAAP financial measures, Gas distribution margin and EBITDA do not have any standardized meaning
prescribed by US GAAP and are not US GAAP measures. Therefore, they may not be comparable with similar
measures presented by other issuers. Management believes the presentation of these metrics gives useful
information to investors as they provide increased transparency and insight into the performance of Enbridge Gas.
See Results of Operations in this MD&A for a reconciliation of Gas distribution margin and EBITDA to Earnings/(loss),
the most directly comparable US GAAP measure.

OBJECTIVES AND STRATEGY

Our objectives and strategy are aligned to support the corporate vision and strategies of Enbridge. Our
vision is to be our customers' first choice for resilient and sustainable energy solutions. We drive strong
results by focusing on being the trusted supplier by our customers to provide safe, affordable, resilient,
and reliable energy. Our strategic priorities are:

» Growing our gas utility business by adding customer and community connections, with an emphasis
on making capital investments consistent with our regulatory construct (refer to Regulatory Matters
and Recent Developments for details);

» Expanding our storage and transmission business by investing in regional pipeline and storage
expansions and local modernization projects that support our customers decarbonization goals and
overall economic growth; and

» Executing low carbon growth by extending lower-carbon investments (renewable natural gas (RNG),
hydrogen and carbon capture, utilization and storage) into our existing asset base and offering
customers a broad suite of sustainable energy solutions.

Each year, we add approximately 46,000 customers and deploy capital in excess of $1 billion to maintain
and grow our assets. On December 21, 2023, the Ontario Energy Board (OEB) released its decision on
Phase 1 of our 2024 rate proceeding. Within this decision the OEB held that all new small volume
customers wishing to connect to natural gas must pay their full connection costs as an upfront charge
rather than through rates over time, which is a significant change from the OEB's long-standing policy
requiring the amortization of such connection charges over 40 years. On December 22, 2023 Ontario's
Minister of Energy issued a press release expressing his disappointment with the OEB’s decision to
reduce the amortization period and stating his intention to use his authorities as Minister to pause the
decision and introduce legislation that would reverse it. Refer to Regulatory Matters and Recent
Developments for additional details.

Our view is that natural gas continues to be an affordable, reliable and resilient source of energy desired
by Ontarians. Over the near term, we will continue to streamline our operations and optimize our
distribution, storage and transmission assets. With early-stage growth in hydrogen, RNG, compressed
natural gas and other lower-carbon technology advancements, we are well-positioned to offer unique
solutions to our customers. We will continue our focus on operating safely, building out the franchise, and
maximizing our operational efficiencies, while delivering strong and stable financial results.



OUR OPERATIONS

COMPETITION

Our distribution system is regulated by the OEB and is subject to regulation in a number of areas,
including rates. We are not generally subject to third-party distribution competition within our franchise
areas.

We compete with other forms of energy available to our customers and end-users, including electricity,
coal, propane and fuel oils. Factors that influence the demand for natural gas include weather, price
changes, the availability of natural gas and other forms of energy, the level of business activity,
conservation, legislation including the federal carbon pricing law, governmental regulations, the ability to
convert to alternative fuels and other factors.

CUSTOMERS AND CONTRACTS

Distribution

Our principal source of revenue arises from the distribution of natural gas to customers. The services
provided to residential, small commercial and industrial heating customers are primarily on a general
service basis, without a specific fixed term or fixed price contract. The services provided to larger
commercial and industrial customers are usually on an annual contract basis under firm or interruptible
service contracts. Under a firm contract, we are obligated to deliver natural gas to the customer up to a
maximum daily volume. The service provided under an interruptible contract is similar to that of a firm
contract, except that it allows for service interruption at our option primarily to meet seasonal or peak
demands.

Customers have a choice with respect to natural gas supply. Customers may purchase and deliver their
own natural gas to points upstream of the distribution system or directly into our distribution system or,
alternatively, they may choose a system supply option, whereby customers purchase natural gas from our
supply portfolio. To acquire the necessary volume of natural gas to serve our customers, we maintain a
diversified natural gas supply portfolio, acquiring supplies on a delivered basis in Ontario, as well as
acquiring supply from multiple supply basins across North America. In compliance with the directive of the
OEB, fluctuations in natural gas prices are borne by our customers.

Transportation

We contract for firm transportation service, primarily with TransCanada Pipelines Limited (TransCanada),
Vector and NEXUS, to meet our annual natural gas supply requirements. The transportation service
contracts are not directly linked with any particular source of natural gas supply. Separating transportation
contracts from natural gas supply allows us flexibility in obtaining our own natural gas supply and
accommodating the requests of our direct purchase customers for assignment of TransCanada capacity.
We forecast the natural gas supply needs of our customers, including the associated transportation and
storage requirements.

As the supply of natural gas in areas close to Ontario has continued to grow, there has been increased
demand to access these diverse supplies at Dawn and transport them along the Dawn-Parkway pipeline
system to markets in Ontario, eastern Canada and the northeastern US. We delivered 2,218 bcf of gas
through our distribution and transmission system in 2023. A substantial amount of our transportation
revenue is generated by fixed annual demand charges, with the average length of a long-term contract
being approximately 17 years and the longest remaining contract term being 17 years.



Storage

Our business is highly seasonal as daily market demand for natural gas fluctuates with changes in
weather, with peak consumption occurring in the winter months. Utilization of storage facilities permits us
to take delivery of natural gas on favorable terms during off-peak summer periods for subsequent use
during the winter heating season. This practice permits us to minimize the annual cost of transportation of
natural gas from supply basins, assists in reducing our overall cost of natural gas supply and adds a
measure of security in the event of any short-term interruption of transportation of natural gas to our
franchise areas.

Dawn offers customers an important link in the movement of natural gas from western Canadian and US
supply basins to markets in central Canada and the northeast US. Dawn's configuration provides flexibility
for injections, withdrawals and cycling. Customers can purchase both firm and interruptible storage
services at Dawn. Dawn offers customers a wide range of market choices and options with easy access
to upstream and downstream markets. During 2023, Dawn provided services such as storage, balancing,
gas loans, transport, exchange and peaking services to over 200 counterparties.

A substantial amount of our storage revenue is generated by fixed annual demand charges, with the
average length of a long-term contract being approximately three years and the longest remaining
contract term being 13 years.

ENERGY EFFICIENCY AND DEMAND SIDE MANAGEMENT

We promote the responsible use of natural gas and deliver a wide range of energy conservation programs
enabling customers to reduce their energy consumption, lowering both energy bills and emissions. Our
conservation programs, sometimes referred to as demand side management, provide incentives to adopt
higher efficiency space conditioning, water heating and commercial/industrial process equipment;
undertake building envelope upgrades; or design and build new construction meaningfully above building
code requirements. These programs collectively provide savings opportunities to all customers, including
low income and Indigenous segments, and are funded through OEB-approved rates. We also invest in
collaborative research, development, demonstration and implementation of natural gas and lower-carbon
technologies.

INDUSTRY FUNDAMENTALS

SUPPLY AND DEMAND

We anticipate that demand for natural gas in North America will stabilize over the long term with potential
growth in peak day demands; however, there are risks to the natural gas market that may challenge its
growth prospects. The recent decision by the OEB on our application to establish 2024 base rates, net-
zero carbon policies, evolving customer preferences for lower-carbon fuels and more efficient
technologies, combined with increasing opposition to natural gas development in North America, may
reduce the markets’ ability to efficiently deploy capital to connect supply and demand. We monitor these
factors closely to be able to develop our business strategy to align with shifts in customer preferences and
public policy requirements.

The recent decision by the OEB on our application to establish 2024 base rates includes changes to the
revenue horizon over which costs can be recovered for small volume customer connections. The
implications of the recent OEB decision are being assessed. Refer to Regulatory Matters and Recent
Developments for additional details.

We continue to focus on promoting conservation and energy efficiency by undertaking activities focused
on reducing natural gas consumption through various demand side management programs offered across
all markets and sourcing supply with a smaller carbon footprint. In addition to our existing and proposed
RNG programs, we are also continuing our efforts to source other lower-carbon supplies, such as
responsibly sourced natural gas, and hydrogen gas.



Over the past decade, growth in the North American gas supply landscape, driven mainly by the
development of unconventional gas resources in the Montney, Permian, Marcellus and Utica supply
basins, has resulted in lower annual commodity prices and narrower seasonal price spreads. However,
over the past two years, geopolitical unrest has increased and led to elevated concerns with energy
security in regions such as Europe and Asia. In response, one of the key supply sources supporting
global energy security has been US liquefied natural gas, which has introduced additional competition for
North American supply. These market dynamics have resulted in higher and more volatile natural gas
prices across many US and Canadian natural gas trading points. Unregulated storage values are
primarily determined by the difference in value between winter and summer natural gas prices. As a result
of the recent volatility exhibited in natural gas prices, storage values have risen.

REGULATION

Our gas distribution and storage utility operations are regulated by the OEB. To the extent that the
regulator's future actions are different from current expectations, the timing and amount of recovery or
refund of amounts recorded in the Consolidated Statements of Financial Position, or amounts that would
have been recorded in the Consolidated Statements of Financial Position in the absence of the effects of
regulation, could be different from the amounts that are eventually recovered or refunded.

Our gas distribution and storage operations, facilities and workers are subject to municipal, provincial and
federal legislation which regulate the protection of the environment and the health and safety of workers.
Environmental legislation primarily includes regulation of spills and emissions to air, land and water;
hazardous waste management; the assessment and management of excess soil contaminated sites;
protection of environmentally sensitive areas, and species at risk and their habitat; and the reporting and
reduction of greenhouse gas (GHG) emissions.

We continue to develop opportunities to support a lower-carbon future in Ontario. We are incorporating
Integrated Resource Planning (IRP) principles into our forecasting and planning functions and our asset
management processes. IRP requires us to assess opportunities for supply side and demand side
solutions like delivered supplies, compressed natural gas and targeted energy efficiency programs to
reduce demand in lieu of investments in gas carrying assets like pipelines and stations. Refer to
Regulatory Matters and Recent Developments for additional details.



REGULATORY MATTERS AND RECENT DEVELOPMENTS

We are regulated by the OEB pursuant to the provisions of the Ontario Energy Board Act, (1998), which is
part of a package of legislation known as the Energy Competition Act, (1998). This legislation provides for
different forms of regulation and competition in the energy (electricity and natural gas) industry in Ontario.

ENBRIDGE GAS 2024 REBASING AND INCENTIVE RATE SETTING MECHANISM APPLICATION

In October 2022, we filed our application with the OEB to establish a 2024 through 2028 Incentive
Regulation (IR) rate setting framework. The application initially sought approval in two phases to establish
2024 base rates (Phase 1) on a cost-of-service basis and to establish a price cap rate setting mechanism
(Phase 2) to be used for the remainder of the IR term. A third phase (Phase 3) has been established with
the OEB as part of the Phase 1 Partial Settlement Proposal (Settlement Proposal).

On August 17, 2023, the OEB approved the Settlement Proposal to support the determination of just and
reasonable rates effective January 1, 2024. ltems resolved in whole or in part include:

+ additions to rate base up to and including 2022;
* interest rates on debt and return on equity;

+ deferral and variance accounts;

* Indigenous engagement; and

+ rate implementation approach for 2024.

On December 21, 2023, the OEB issued its Decision and Order on Phase 1 (Phase 1 Decision). The
decision addressed three main areas: energy transition, Enbridge Gas Distribution Inc. and Union Gas
Limited amalgamation and harmonization issues, and other issues. The Phase 1 Decision included the
following key findings or orders:

* energy transition risk requires us to carry out a risk assessment to consider further risk mitigation
measures in three areas: system access and expansion capital spending, system renewal capital
spending and depreciation policy;

« our 2024 capital plan must be reduced by $250 million with a focus on monitoring, repair and life
extension of our assets and a further $50 million of capitalized indirect overhead costs must be
expensed, escalating to $250 million per year during the IR term with an offsetting adjustment to
revenues in each year;

+ all new small volume customers wishing to connect to natural gas pay their full connection costs as
an upfront charge rather than through rates over time effective January 1, 2025;

 approval of a harmonized depreciation methodology that reduced the level of depreciation sought and
adjusted asset lives including extensions of service life for certain asset classes;

» an increase in equity thickness from 36% to 38% effective for 2024; and

» January 1, 2024 will be the effective date for 2024 rates.

The issues addressed in the Settlement Proposal and the Phase 1 Decision resulted in the following
items not approved for future recovery, and the subsequent impairments recognized for the year ended
December 31, 2023:

- a portion of undepreciated capital projects removed from 2024 rate base of $41 million;
- undepreciated integration capital costs removed from 2024 rate base of $84 million; and
« pre-2017 Union Gas Limited related pension balances of $156 million.



We filed a Notice of Appeal in the Ontario Divisional Court on January 22, 2024 regarding four aspects of
the Phase 1 Decision: small volume customer revenue horizon, the 2024 capital plan reduction, the
extension of service life for certain asset classes and equity thickness. On January 29, 2024 we also filed
a Notice of Motion with the OEB requesting the OEB to review and vary five aspects of the Phase 1
Decision: small volume customer revenue horizon, the 2024 capital plan reduction, integration capital,
depreciation and equity thickness. The outcome of these proceedings is uncertain.

The Phase 1 Decision results in interim rates, pending phases 2 and 3 of the proceeding, resolution of the
Notice of Appeal, Notice of Motion and any possible legislative steps that could be undertaken by the
Government of Ontario further to the Minister of Energy's December 22, 2023 news release described in
Objectives and Strategy. Phase 2 will establish and determine the incentive rate mechanism for the
remainder of the rebasing term, and gas cost and unregulated storage cost allocation. Phase 3 will
address cost allocation and the harmonization of rates and rate classes between legacy rate zones.

INTEGRATED RESOURCE PLANNING APPLICATION

On July 19, 2023, we filed an application seeking approval for the cost consequences associated with two
IRP pilot projects. The projects are designed to implement demand-side IRP alternatives, including
enhanced targeted energy efficiency and residential demand response programs, in combination with
supply-side IRP alternatives, in select communities in order to mitigate identified system constraints and
associated facility projects. The pilot projects are intended to provide learnings on the performance of the
selected IRP alternatives, including the potential for scalability, that can be leveraged in future IRP
alternative plan design. An OEB decision is expected during 2024.

DAWN CORUNNA PROJECT

In 2022, we were approved by the OEB to decommission seven of 11 natural gas compressors located at
the Corunna Compressors Station approaching the end of their lifecycles, and to construct a new pipeline
between the Corunna Compressor station and the Dawn Operations Centre (the Dawn Corunna Project).
The construction on the Dawn Corunna Project was completed in the fourth quarter of 2023. The assets
are expected to be placed into service in 2024.

PURCHASE GAS VARIANCE

The Purchase Gas Variance Account (PGVA) captures the difference between actual and forecasted
natural gas prices reflected in rates. Account balances are typically recovered or refunded over a
prospective 12-month period through Quarterly Rate Adjustment Mechanism (QRAM) applications.

In March 2023, the April 1, 2023 QRAM application was filed and approved by the OEB, which included
an adjustment to the prior rate mitigation approved as part of the July 1, 2022 QRAM. The recovery of the
outstanding PGVA balance from the extended recovery period approved as part of the July 1, 2022
QRAM will now be completed by March 31, 2024. In June, September and December 2023, the July 1,
2023, October 1, 2023, and January 1, 2024 QRAM applications, respectively, were filed and approved by
the OEB with no adjustments to the prior period rate mitigation plans and did not include any additional
rate mitigation measures.

As at December 31, 2023, our PGVA liability balance was $16 million.

FINANCING UPDATE

In March 2023, we increased our 364-day extendible credit facility from $2.0 billion to $2.5 billion. In July
2023, the facility's maturity date was extended to July 2025, which includes a one-year term out provision
from July 2024.

On August 1, 2023, we entered into a revolving term credit facility for $50 million with Enbridge pursuant
to the Canadian Energy Regulator Act and its related Pipelines Financial Requirements Regulation. As at
December 31, 2023, no draws have been made on this facility.



In October 2023, we closed a three-tranche offering consisting of five-year medium-term notes, 10-year
medium-term notes, and 30-year medium-term notes, for an aggregate principal amount of $1.0 billion,
which mature in October 2028, October 2033, and October 2053, respectively.

These financing activities are intended to ensure that we have sufficient liquidity to fund our current
portfolio of capital projects, in the event that market access becomes restricted or pricing is unattractive.
Refer to Liquidity and Capital Resources.

As at December 31, 2023, less than 5% of our total debt is exposed to floating rates. A portion of the cost
of short-term debt is recovered through our rates. Refer to Note 13 - Risk Management and Financial
Instruments to the audited consolidated financial statements for more information on our interest rate
hedging program.

OPERATIONAL HIGHLIGHTS

Three months ended Year ended
December 31, December 31,
2023 2022 2023 2022
Number of active customers' (millions) 3.9 3.9 3.9 3.9
Heating degree days?
Actual 1,152 1,239 3,418 3,841
Forecast based on normal weather® 1,286 1,306 3,781 3,841
Actual heating degree days below forecast (134) (67) (363) —
Volumetric statistics (billions of cubic feet)
Distribution volumes 129 137 427 466
Transportation volumes 491 469 1,791 1,696
Total throughput volumes 620 606 2,218 2,162

1 Number of active customers is the number of natural gas consuming customers at the end of the period.

2 Heating degree days is a measure of coldness that is indicative of volumetric requirements for natural gas utilized for heating
purposes in our distribution franchise areas.

3 Normal weather is the weather forecast by us in our legacy rate zones using the forecasting methodologies approved by the OEB.

EFFECT OF WEATHER

The effect of weather is measured by heating degree days and is calculated by accumulating, for the
fiscal period, the total number of degrees each day by which the daily mean temperature falls below 18
degrees Celsius. On any day, a daily mean temperature of zero degrees Celsius equals 18 heating
degree days for that day. Heating degree days is a key measure used by us to isolate the impact of
weather, a factor beyond our control. This measure enables a meaningful analysis of our operational
performance over different periods.

Normal weather is a measure that is unique to us and does not have any standardized meaning. In
addition, due to differing franchise areas, it is unlikely to be directly comparable to the impact of weather-
normalized earnings that may be reported by other entities. Moreover, normal weather may not be
comparable from year to year given that the forecasting models are updated annually to reflect the most
recent weather data.



RESULTS OF OPERATIONS

Three months ended Year ended
December 31, December 31,
2023 2022 2023 2022

(millions of Canadian dollars)
Gas commodity and distribution revenues

1,235 1,940

4,797 5,613

Storage and transportation revenues 250 257 964 917
Gas commodity and distribution costs (697) (1,417) (2,873) (3,679)
Gas distribution margin’ 788 780 2,888 2,851
Other revenues 22 23 81 78
Operating and administrative (324) (383) (1,198) (1,227)
Other income 9 29 48 79
Impairment of long-lived assets (281) — (281) —
EBITDA' 214 449 1,538 1,781

Depreciation and amortization
Interest expense, net
Income tax (expense)/recovery

(183) (185)
(111) (117)
28 (20)

(757) (690)
(439) (423)
(1) (69)

Earnings/(loss)

(52) 127

341 599

1 Non-GAAP financial measure. Please refer to Non-GAAP Measures.

Three months ended December 31, 2023 compared with the three months ended December 31,

2022

EBITDA

EBITDA was negatively impacted by $235 million, which is primarily explained by the following business

factors:

« Impairment of long-lived assets of $281 million in the fourth quarter of 2023 as a result of the OEB's

Phase 1 Decision;

» weather, when compared with the normal weather forecast embedded in rates, was warmer in the
fourth quarter of 2023 as compared to 2022, resulting in a negative EBITDA impact of approximately

$17 million year-over-year; and

+ a decrease in Other income due to higher pension amortization costs combined with a lower expected

return on pension assets; partially offset by

* lower Operating and administrative expense primarily due to timing of deferred costs for line locates,

lower integrity spend, and lower employee costs; and
* higher distribution charges resulting from increases in rates and customer base.

EARNINGS

After taking into consideration the factors impacting EBITDA, the remaining $56 million increase in
earnings is primarily explained by the following business factors:

+ an income tax recovery in the fourth quarter of 2023 compared to an income tax expense in the same
period of 2022 primarily due to the pre-tax loss in the fourth quarter of 2023, partially offset by effects

of rate-regulated accounting; and

» a decrease in Interest expense, net mainly due to lower balances on short-term borrowings, partially
offset by higher comparative principal balances on medium-term notes.



Year ended December 31, 2023 compared with the year ended December 31, 2022

EBITDA
EBITDA was negatively impacted by $243 million, which is primarily explained by the following business

factors:

+ Impairment of long-lived assets of $281 million in the fourth quarter of 2023 as a result of the OEB's
Phase 1 Decision;

» weather, when compared with the normal weather forecast embedded in rates, was warmer in 2023
as compared to 2022, resulting in a negative EBITDA impact of approximately $86 million year-over-
year; and

» a decrease in Other income due to higher pension interest costs combined with a lower expected
return on pension assets, partially offset by pension amortization costs; partially offset by

+ higher distribution charges resulting from increases in rates and customer base as well as higher
demand in the contract market; and

* lower Operating and administrative expenses largely driven by lower employee costs.

EARNINGS
After taking into consideration the factors impacting EBITDA, the remaining $15 million decrease in
earnings is primarily explained by the following business factors:

» an increase in Depreciation and amortization expense resulting from higher overall assets in 2023,
mainly due to improvements to our distribution system, customer growth projects and information
technology asset additions; and

* anincrease in Interest expense, net mainly due to higher comparative outstanding principal balances
on medium-term notes; partially offset by

» a decrease in income tax expense primarily resulting from lower pre-tax earnings and lower Part VI.1
tax in 2023, partially offset by the effects of rate-regulated accounting.

GROWTH PROJECTS

The following table summarizes the status of our significant commercially secured projects, which are in
various stages of regulatory approval by the OEB. We have 100% interest in all of our projects noted
below:

Estimated Expected
Capital Expenditures In-Service
Cost' to Date? Status? Date
(Canadian dollars, unless stated otherwise)
Natural Gas Expansion
1. Program? $121 million $21 million Various stages 2023 - 2027
Panhandle Regional Pre-
2. Expansion* $359 million $88 million construction 2024

1 These amounts are estimates and are subject to upward or downward adjustment based on various factors.

2 Expenditures to date and status of the project are determined as at December 31, 2023.

3 Represents Phase 2 of the Natural Gas Expansion Program and the estimated capital cost is presented net of the maximum
funding assistance we expect to receive from the Government of Ontario. The expected in-service dates represent the expected
completion dates of the leave to construct requirements; the program is comprised of many projects at different stages of
execution which will be placed into service over the remaining 2024-2027 program term.

4 An OEB decision on the project is expected by March 2024.
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The following commercially secured growth project programs are in various stages of regulatory approval
by the OEB, and include projects expected to be placed into service between 2023 and 2027:

» Natural Gas Expansion Program - The program was created under the Access fo Natural Gas Act,
2018 to help expand access to natural gas in areas of Ontario that currently do not have access to the
natural gas distribution system. Under Phase 2 of the program, we will be provided up to $214 million
in funding assistance by the Government of Ontario to deliver 25 community expansion and two
economic development projects throughout Ontario.

+ Panhandle Regional Expansion Project - Expansion of the Panhandle Transmission System, which
supplies natural gas from Dawn to customers in southern Ontario west of Dawn. The project consists
of construction on the Panhandle Loop, and is expected to receive a full cost-of-service regulated
return upon OEB approval with a target in-service date of 2024. The project is in the argument phase
of its OEB proceeding and an OEB decision is expected by March 2024.

LIQUIDITY AND CAPITAL RESOURCES

We expect to utilize cash from operations and the issuance of debt, commercial paper and/or credit
facility draws to fund liabilities as they become due, finance capital expenditures, fund debt retirements
and pay common share dividends. We maintain a current medium-term note shelf prospectus with
securities regulators, which enables ready access to the Canadian public capital markets, subject to
market conditions. We also maintain a committed credit facility with a diversified group of banks and
institutions. If necessary, additional liquidity is available through intercompany transactions with our
ultimate parent company, Enbridge, and other related entities. We were in compliance with all terms and
conditions of our committed credit facility agreement and our Trust Indenture as at December 31, 2023.
As a result, the credit facility is available to us and the banks are obligated to fund us under the terms of
the facility.

BANK CREDIT AND LIQUIDITY
We actively manage our bank funding sources to ensure adequate liquidity and to optimize pricing and
other terms. Our long-term debt primarily consists of medium-term notes.

The following table provides details of our external credit facility as at December 31, 2023:

Total
Maturity Facility Draws® Available

(millions of Canadian dollars)

364-day extendible credit facility 2025’ 2,500 400 2,100

1 Maturity date is inclusive of the one-year term out provision.
2 Includes facility draws and commercial paper issuances, net of discount, that are back-stopped by the credit facility.

In March 2023, we increased our 364-day extendible credit facility from $2.0 billion to $2.5 billion. In July
2023, the facility's maturity date was extended to July 2025, which includes a one-year term out provision
from July 2024.

In addition to this committed credit facility, we had access to Enbridge's demand letter of credit facilities
totaling $825 million as at December 31, 2023 (2022 - $1.0 billion). As at December 31, 2023, $6 million
(2022 - $7 million) of letters of credit were issued by us.

Our credit facility is intended to be used primarily to manage the significant changes in working capital
experienced as a result of volumes and prices associated with natural gas purchases and sales. These
factors impact Accounts receivable and other, Gas inventory and Accounts payable and other, which may
result in our working capital being negative on a temporary basis.
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LONG-TERM DEBT ISSUANCES
During the year ended December 31, 2023, we completed the following long-term debt issuances totaling
$1.0 billion:

Principal
Issue Date Description Amount
(millions of Canadian dollars)
October 2023 5.46% medium-term notes due October 2028 $250
October 2023 5.70% medium-term notes due October 2033 $400
October 2023 5.67% medium-term notes due October 2053 $350

LONG-TERM DEBT REPAYMENTS
During the year ended December 31, 2023, we completed the following long-term debt repayments
totaling $350 million:

Principal
Repayment Date Description Amount
(millions of Canadian dollars)
July 2023 6.05% medium-term notes $100
July 2023 3.79% medium-term notes $250

As at December 31, 2023, our net available liquidity totaled $2.1 billion (2022 - $10 million), consisting of
available credit facility of $2.1 billion (2022 - nil) and unrestricted cash of $9 million (2022 - $10 million) as
reported in the Consolidated Statements of Financial Position. The net available liquidity, together with
cash from operations, proceeds from debt capital market transactions and intercompany funding, is
expected to be sufficient to finance capital expenditure requirements, and fund liabilities as they become
due.

Excluding current maturities of long-term debt, as at December 31, 2023 and December 31, 2022, we had
positive and negative working capital positions of $77 million and $402 million, respectively. We maintain
significant liquidity in the form of committed credit facilities and other sources, as previously discussed,
which enable the funding of liabilities as they become due. In addition, it is anticipated that any current
maturities of long-term debt will be financed with intercompany funding, commercial paper issuance and/
or credit facility draws or refinanced upon maturity.

SOURCES AND USES OF CASH

Year ended December 31, 2023 2022
(millions of Canadian dollars)

Operating activities 2,923 78

Investing activities (1,456) (1,509)
Financing activities (1,468) 1,432

Net change in cash (1) 1
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Significant sources and uses of cash for the years ended December 31, 2023 and 2022 are summarized
below:

Operating Activities

Typically, the primary factors impacting cash flow from operating activities are collections of accounts
receivable balances, changes to inventory balances and payments made for gas purchases and amounts
owing to suppliers and marketers. Our heating season extends from approximately November through
March. We begin the heating season with near-capacity natural gas inventory levels, which are drawn
from during this period. Inventory levels decrease from December and contribute to a positive cash flow
from operating activities during the first quarter. After the heating season ends, inventory is replenished
for the next heating season. During the second and third quarters, gas inventory injections typically
exceed withdrawals, negatively affecting cash flows. During the first and fourth quarters, inventory
decreases as withdrawals exceed injections.

Cash provided by operating activities increased by $2,845 million primarily due to lower comparative gas
inventory balances as a result of lower natural gas prices, the timing of natural gas cost recovery through
rates, as well as the timing of working capital settlements. Cash provided by operating activities is also
impacted by changes in earnings, resulting from factors discussed in Results of Operations.

Investing Activities

Cash used in investing activities primarily relates to capital expenditures to execute our capital program.
The timing of capital expenditures is impacted by project approval, construction and in-service dates. The
$53 million decrease in cash used in investing activities year-over-year was primarily due to lower
expenditures in 2023 relating to commercially secured projects, as discussed in Growth Projects, partially
offset by higher expenditures on intangible assets in 2023 when compared to 2022.

Financing Activities

Sources and uses of cash in financing activities relate to issuances and repayments of external debt and
loans with affiliates, as well as transactions with our common shareholders relating to dividends, returns
of capital and capital contributions. Factors impacting the $2,900 million decrease in cash provided by
financing activities year-over-year primarily include:

« higher commercial paper and credit facility repayments of $1,596 million compared to prior year
borrowings of $481 million;

- the absence of capital contributions in 2023 compared to $800 million in capital contributions received
in 2022;

- the repayment of the demand loan from affiliate of $318 million in 2023 compared to prior year
borrowing of $318 million;

« an increase of $225 million in repayment of term notes in 2023 compared to 2022; and

« higher common share dividends of $200 million in 2023 compared to prior year dividends of $104
million as seen in the Dividends and Return of Capital table.

These factors were partially offset by an absence of return of capital transactions that accounted for $583
million of cash outflows in 2022 and an increase of $351 million in net issuances of medium-term notes.
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Dividends and Return of Capital

December 31, 2023 2022
(millions of Canadian dollars)
Enbridge Gas Inc.
Common share dividends declared - Class A 108 56
Common share dividends declared - Class B 92 48
Return of capital - Class A’ — 315
— 268

Return of capital - Class B’
These transactions reduced the stated capital of Class A and Class B common shares with no impact on total shares outstanding.

-

The declaration of dividends on our common shares is at the discretion of the Board of Directors and is
approved quarterly. We may target a dividend payout of up to 100% of operating cash flow; however, this
is subject to our liquidity needs and our obligation to maintain average common equity in line with the
deemed regulatory level, which may lead to a payout ratio that differs from target.

CONTRACTUAL OBLIGATIONS
Payments due under contractual obligations over the next five years and thereafter are as follows:
Less
than After 5
December 31, 2023 Total 1year 1-3years 4-5years years
(millions of Canadian dollars)
Annual debt maturities' 10,395 300 1,395 700 8,000
Purchase obligations? 4,065 1,224 975 702 1,164
Operating leases 46 9 16 14 7
Right-of-way commitments?® 691 12 24 24 631
Capital commitments 357 150 106 101 —
Total 15,554 1,695 2,516 1,541 9,802

1 Includes debentures and term notes, and excludes short-term borrowings, debt discounts, debt issuance costs and the fair value
adjustment from push-down accounting. Changes to the planned funding requirements are dependent on the terms of any debt
refinancing agreements. Therefore, the actual timing of future cash repayments could be materially different than presented

above.
2 Consists primarily of firm capacity payments that provide us with uninterrupted firm access to natural gas transportation and

storage; contractual obligations to purchase physical quantities of natural gas; and customer care services.
3 Our right-of-way obligations primarily consist of non-lease agreements that existed at the time of adopting Topic 842 Leases, at
which time we elected a practical expedient that allowed us to continue our historical treatment.

We are unable to estimate deferred income taxes and investment tax credits since cash payments for
income taxes are determined primarily by taxable income for each discrete fiscal year. We are also
unable to estimate hedges payable and reserves for litigation, environmental remediation and regulatory
liabilities due to uncertainty as to the amount and/or timing of when cash payments will be required.

OFF-BALANCE SHEET ARRANGEMENTS

We enter into guarantee arrangements in the normal course of business to facilitate commercial
transactions with third parties. These arrangements include financial guarantees, stand-by letters of
credit, debt guarantees, surety bonds and indemnifications. Please see Note 20 - Guarantees to the
audited consolidated financial statements for discussion on our guarantee arrangements.

We do not have material off-balance sheet arrangements that have or are reasonably likely to have a

current or future effect on our financial condition, revenues or expenses, results of operations, liquidity,
capital expenditures or capital resources.
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LEGAL AND OTHER UPDATES

We are occasionally named as a party in various legal and regulatory actions and proceedings which
arise in the normal course of business. We review each of these claims, including the nature of the claim,
the amount in dispute or claimed and the availability of insurance coverage. Although there can be no
assurance that any particular claim will be resolved in our favor, we do not believe that the outcome of
any claims or potential claims of which we are currently aware will have a material adverse effect on us,
taken as a whole.

FORMER MANUFACTURED COAL GAS PLANT SITES

The remediation of discontinued manufactured gas plant (MGP) sites may result in future costs. We were
named as a defendant in ten lawsuits issued in 1991 and 1993 in the Ontario Court of Justice (General
Division), commenced by the Corporation of the City of Toronto (the City). Two additional actions were
commenced by the Toronto Board of Education (the School Board) in 1991. In these actions, the City and
the School Board claimed damages totaling approximately $79 million for alleged contamination of lands
acquired by the City for the purposes of its Ataratiri housing project. The City alleges that these lands are
contaminated by coal tar deposited on the properties during a time when all or a portion of such lands
were utilized by us for the operation of our MGP.

While these Statements of Claim were filed by the City and the School Board, they were never formally
served on us. It was and remains our understanding that these lawsuits were initiated, at least in part,
because of concerns that the passage of time might give rise to limitation period defences. Rather than
litigate, we entered into an agreement with the City (known as a Tolling Agreement) pursuant to which the
City and the School Board agreed to forbear from serving the Statements of Claim pending further
discussions with us. To our knowledge, neither the City nor the School Board has taken any steps to
advance the lawsuits.

Given the novel nature of such environmental claims, the law as it relates to such claims is not settled.
Should remediation of former MGP sites be required, it may result in future costs, the quantum of which
cannot be determined at this time, as there are a number of potential alternative remediation, isolation
and containment approaches which could vary widely in cost.

Although there are no known regulatory precedents in Canada, there are precedents in the US for the
recovery in rates of costs relating to the remediation of former MGP sites. From 2006 to 2018, the OEB
approved the establishment of deferral accounts to record the costs of investigating, defending and
dealing with ongoing MGP-related claims. We expect that if it is found that we must contribute to any
remediation costs, either as a result of a lawsuit or government order, we may be generally allowed to
recover in rates those substantial costs not recovered through insurance or by other means. Accordingly,
we believe that the ultimate outcome of these matters will not have a significant impact on our financial
position.

QUARTERLY FINANCIAL INFORMATION

2023 2022
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
(millions of Canadian dollars)
Total operating revenues 1,507 724 1,021 2,590 2,220 894 1,115 2,379
Earnings/(loss)’ (52) (53) 85 361 127 (1) 137 336
Warmer/(colder) than normal
weather (after-tax impact) 21 1 2 28 7 — — (20)

1 Earnings per share not provided as we are a wholly-owned indirect subsidiary of Enbridge.
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Revenues include amounts billed to customers for natural gas, which vary with fluctuations in natural gas
prices. Higher natural gas prices would increase revenues, but would not similarly impact earnings, given
that the cost of natural gas flows through to customers.

In addition, we operate in a seasonal industry. Earnings for interim periods viewed in isolation are not
indicative of results for the fiscal period since volumes delivered during the peak winter months are
significantly higher.

Operating revenues and earnings from a given quarter in two successive years may vary significantly,
primarily due to varying weather patterns. Specifically, periods of colder than normal weather would
typically result in higher operating revenues and earnings compared to periods of warmer than normal
weather.

SELECTED ANNUAL INFORMATION

Refer to Results of Operations, Liquidity and Capital Resources and Quarterly Financial Information for
discussion on factors impacting the comparability of our selected annual information below.

Year ended December 31, 2023 2022 2021
(millions of Canadian dollars)

Operating revenues 5,842 6,608 4,893
Earnings' 341 599 551
Total assets 28,538 29,527 26,590
Total long-term liabilities 14,311 13,639 13,030

1 Earnings per share not provided as we are a wholly-owned indirect subsidiary of Enbridge.

OPERATING REVENUES

The decrease in revenues is primarily due to the negative impact of weather in 2023 compared to 2022
and lower natural gas prices passed through to customers, partially offset by higher distribution charges
resulting from an increase in rates and customer base as well as higher demand in the contract market.

RELATED PARTY TRANSACTIONS

All related party transactions are provided in the normal course of business and, unless otherwise noted,
are measured at the exchange amount, which is the amount of consideration established and agreed to
by the related parties. Affiliates refer to Enbridge and companies that are either directly or indirectly
owned by Enbridge.

Enbridge and its affiliates perform centralized corporate functions for us pursuant to applicable
agreements, including legal, accounting, compliance, treasury, employee benefits, information technology
and other areas, as well as certain engineering and other services. We reimburse Enbridge for the
expenses incurred to provide these services as well as for other expenses incurred on our behalf. In
addition, we perform services and incur expenses on behalf of our affiliates, which are subsequently
reimbursed. Our expenses and recoveries for these services are recorded in Operating and administrative
expense in the Consolidated Statements of Earnings, and are based on the cost of actual services
provided or using various allocation methodologies.
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Our transactions with entities related through common or joint control and significantly influenced
investees are as follows:

Years ended December 31, 2023 2022
(millions of Canadian dollars)

Operating revenues'’ 44 57
Gas commodity and distribution costs?? 174 170
Operating and administrative expenses* 405 401

1 Includes wholesale gas procurement and transportation services provided to Gazifére Inc. of $37 million (2022 - $43 million),
pursuant to a contract negotiated between us and approved by the OEB and Régie de I'énergie.

2 Includes the purchase of gas transportation services of $116 million (2022 - $112 million) from NEXUS Gas Transmission, LLC.

3 Includes the purchase of natural gas, storage, and transportation services of $29 million (2022 - $30 million) from Tidal Energy
Marketing Inc. and Tidal Energy Marketing (U.S.) LLC.

4 Includes centralized corporate function transaction costs of $368 million (2022 - $370 million) from Enbridge and its affiliates.

Amounts due from/(to) related parties are as follows:

December 31, 2023 2022
(millions of Canadian dollars)
Enbridge Inc.? (260) (345)
Enbridge Employee Services Canada Inc. (50) (49)
Enbridge Pipelines Inc. 33 33
Gazifere Inc. 9 13
Tidal Energy Marketing Inc.? 13 20
Other affiliates, net* 12 6
(243) (322)

1 Includes net derivative receivable balances from affiliate.

2 Balance includes Demand loan from affiliate.

3 Includes affiliate gas imbalance receivable. As at December 31, 2023 total affiliate gas imbalance receivable was $15 million
(2022 - $22 million).

4 Includes current portion of operating lease liabilities to affiliates.

SHARE CAPITAL

During the year ended December 31, 2023, common share dividends declared on our Class A and Class
B common shares were $108 million (2022 - $56 million) and $92 million (2022 - $48 million),
respectively. Refer to Note 11 - Share Capital to the audited consolidated financial statements for
discussion of the return of capital and capital contributions transactions.

CAPITALIZED SERVICE COSTS

We purchase gas meter services from Lakeside Performance Gas Services Ltd. (Lakeside), such as
ongoing meter exchanges and inspections for customers in our franchise area. During the year ended
December 31, 2023, we purchased gas meter services from Lakeside totaling $73 million, of which a
portion of these costs was expensed to Operating and administrative expense and the remainder
capitalized in Property, plant and equipment, net. We will continue purchasing these services at prevailing
market prices under normal trade terms.

LEASES

We incur operating lease payments related to natural gas transportation and storage services from
various affiliates. As at December 31, 2023 and 2022, affiliate right-of-use assets and lease liabilities were
$36 million and $43 million, respectively. See Note 14 - Leases to the audited consolidated financial
statements for further discussion.
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AFFILIATE LOAN

December 31, 2023 2022
(millions of Canadian dollars)
Enbridge Inc.’ — 318

1 During the year ended December 31, 2023, we repaid $318 million on the demand loan. The demand loan bears an interest rate
of the Canadian Dollar Offered Rate plus a margin of 100 basis points.

See Note 10 - Debt to the audited consolidated financial statements for total interest on our loan from
affiliate.

CONTRACTUAL OBLIGATIONS
We contracted for the purchase of natural gas, natural gas transportation and storage and gas meter
services from various affiliates at prevailing market prices under normal trade terms. Contractual

obligations under our related party contracts are as follows:

Less

than After 5
December 31, 2023 Total 1year 1-3years 4-5years years
(millions of Canadian dollars)
Purchase obligations’ 1,218 146 268 238 566
Capital commitments? 10 10 — — —
Total 1,228 156 268 238 566

1 Relates to the purchase of natural gas and natural gas transportation and storage services.
2 Relates to the purchase of gas meter services.

RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

MARKET RISK
Our earnings, cash flows and other Other comprehensive income/(loss) (OCIl) are subject to movements

in natural gas prices, foreign exchange rates and interest rates (collectively, market risk). Portions of
these risks are borne by customers through certain regulatory mechanisms. Formal risk management
policies, processes and systems have been designed to mitigate these risks.

The following summarizes the types of market risks to which we are exposed and the risk management
instruments used to mitigate them. We use a combination of qualifying and non-qualifying derivative
instruments to manage the risks noted below.

Natural Gas Price Risk
Natural gas price risk is the risk of gain or loss due to changes in the market price of natural gas. In
compliance with the directive of the OEB, fluctuations in natural gas prices are borne by our customers.

Foreign Exchange Risk

Foreign exchange risk is the risk of gain or loss due to the volatility of currency exchange rates. We
generate certain revenues, incur expenses and hold cash balances that are denominated in US dollars.
As a result, our earnings and cash flows are exposed to fluctuations resulting from US dollar exchange

rate variability.

We have implemented a program to hedge a portion of our US dollar denominated unregulated storage
revenue exposures. Qualifying derivative instruments may be used to hedge anticipated US dollar
denominated revenues and to manage variability in cash flows. As at December 31, 2023, we do not have

any foreign exchange hedges outstanding.
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A portion of our natural gas purchases are denominated in US dollars and, as a result, there is exposure
to fluctuations in the exchange rate of the US dollar against the Canadian dollar. Realized foreign
exchange gains or losses relating to natural gas purchases are passed on to customers, therefore, we
have no net exposure to movements in the foreign exchange rate on natural gas purchases.

Interest Rate Risk

Our earnings and cash flows are exposed to short-term interest rate variability due to the regular repricing
of our variable rate debt, primarily commercial paper. We primarily use qualifying derivative instruments to
manage interest rate risk. Pay fixed-receive floating interest rate swaps may be used to hedge against the
effect of future interest rate movements. As at December 31, 2023, we do not have any floating-to-fixed
interest rate swaps outstanding for short-term debt.

Our earnings and cash flows are also exposed to variability in longer term interest rates ahead of
anticipated fixed rate debt issuances. Forward starting interest rate swaps are used to hedge against the
effect of future interest rate movements. We have implemented a program to mitigate our exposure to
long-term interest rate variability on select forecast term debt issuances via execution of floating-to-fixed
interest rate swaps with an average swap rate of 2.7%.

The Effect of Derivative Instruments on the Consolidated Statements of Earnings and
Comprehensive Income

The following table presents the effect of cash flow hedges on our consolidated earnings and
comprehensive income, before the effect of income taxes. There were no outstanding derivative
instruments relating to fair value or net investment hedges as at December 31, 2023 and December 31,
2022.

Year ended December 31, 2023 2022
(millions of Canadian dollars)

Amount of unrealized gain recognized in OCI

Cash flow hedges

Interest rate contracts 73 93
73 93

Amount of loss reclassified from accumulated OCI to earnings
Interest rate contracts’ 5 10
5 10

1 Reported within Interest expense, net in the Consolidated Statements of Earnings.

LIQUIDITY RISK

Liquidity risk is the risk that we will not be able to meet our financial obligations, including commitments,
as they become due. In order to mitigate this risk, we forecast cash requirements over a 12-month rolling
time period to determine whether sufficient funds will be available. Our primary sources of liquidity and
capital resources are funds generated from operations, the issuance of commercial paper, draws under
the committed credit facility and long-term debt, which includes debentures and medium-term notes and,
if necessary, additional liquidity is available through intercompany transactions with our ultimate parent,
Enbridge, and other related entities. These sources are expected to be sufficient to enable us to fund all
anticipated requirements. We maintain a current medium-term note shelf prospectus with securities
regulators, which enables ready access to the Canadian public capital markets, subject to market
conditions. We also maintain a committed credit facility with a diversified group of banks and institutions.
We were in compliance with all of the terms and conditions of our committed credit facility as at
December 31, 2023. As a result, the credit facility is available to us and the banks are obligated to fund us
under the terms of the facility.
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CREDIT RISK

Credit risk arises from the possibility that a counterparty will default on its contractual obligations. We are
primarily exposed to credit risk from accounts receivable and derivative financial instruments. Exposure to
credit risk is mitigated by our large and diversified customer base and the ability to recover an estimate for
expected credit losses for utility operations through the rate-making process. We actively monitor the
financial strength of large industrial customers and, in select cases, have obtained additional security to
minimize the risk of default of receivables. Generally, we classify receivables older than 20 days as past
due. The maximum exposure to credit risk related to non-derivative financial assets is their carrying value.
Our policy requires that customers settle their billings in accordance with the payment terms listed on their
bill, which generally require payment in full within 20 days. A provision for credit and recovery risk
associated with accounts receivable has been made through the expected credit loss, which totaled $79
million and $71 million as at December 31, 2023 and 2022, respectively.

Our expected credit loss is determined based on historical credit losses by age of receivables, adjusted
for any forward-looking information and management expectations, using a loss allowance matrix. This

estimate is revised each reporting period to reflect current expectations. When we have determined that
collection efforts are unlikely to be successful, amounts charged to the expected credit loss account are
applied against the impaired accounts receivable.

Entering into derivative financial instruments may also result in exposure to credit risk. We enter into risk
management transactions primarily with institutions that possess investment grade credit ratings. Credit
risk relating to derivative counterparties is mitigated by credit exposure limits and contractual
requirements, frequent assessment of counterparty credit ratings and netting arrangements. As at
December 31, 2023, we have $6 million in credit concentrations and credit exposure with Enbridge and its
affiliates.

Derivative assets are adjusted for non-performance risk of our counterparties using their credit default
swap spread rates and are reflected at fair value. For derivative liabilities, our non-performance risk is
considered in the valuation.

FAIR VALUE MEASUREMENTS

Our financial assets and liabilities measured at fair value on a recurring basis include derivative
instruments. We also disclose the fair value of other financial instruments not measured at fair value. The
fair value of financial instruments reflect our best estimates of market value based on generally accepted
valuation techniques or models and is supported by observable market prices and rates. When such
values are not available, we use discounted cash flow analysis from applicable yield curves based on
observable market inputs to estimate fair value.

RISK FACTORS

The following risk factors could materially and adversely affect our business, operations and financial
results. This list is not exhaustive, and we place no priority or likelihood based on order of presentation or
grouping under sub-captions.
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RISKS RELATED TO CLIMATE CHANGE

Climate change risks could adversely affect our reputation, strategic plan, business, operations
and financial results, and these effects could be material.

Climate change is a systemic risk that presents both physical and transition risks to our organization. A
summary of these risks is outlined below. Given the interconnected nature of climate change-related
impacts, we also discuss these risks within the context of other risks impacting Enbridge Gas throughout
this section. Climate change and its associated impacts may also increase our exposure to, and
magnitude of, other risks identified below. Our business, financial condition, results of operations, cash
flows, reputation, access to and cost of capital or insurance, business plans or strategy may all be
materially adversely impacted as a result of climate change and its associated impacts.

PHYSICAL RISKS

Climate-related physical risks, resulting from changing and more extreme weather, can damage our
assets and affect the safety and reliability of our operations. Climate-related physical risks may be acute
or chronic. Acute physical risks are those that are event-driven, including increased frequency and
severity of extreme weather events, such as heavy snowfall, heavy rainfall, floods, landslides, fires,
hurricanes, cyclones, tornados, tropical storms, ice storms, and extreme temperatures. Chronic physical
risks are longer-term shifts in climate patterns, such as long-term changes in precipitation patterns, or
sustained higher temperatures, which may cause sea level rises or chronic heat waves.

Our assets are exposed to potential damage or other negative impacts from these kinds of events, which
could result in reduced revenue from business disruption or reduced capacity and may also lead to
increased costs due to repairs and required adaptation measures. Such events may also result in
personal injury, loss of life or damage to property and the environment. We have experienced operational
interruptions and damage to our assets from such weather events in the past, and we expect to continue
to experience climate-related physical risks in the future, potentially with increasing frequency or severity.

TRANSITION RISKS

Transition risks relate to the transition to a lower-emissions economy, which may increase our cost of
operations, impact our business plans, and influence stakeholder decisions about our company, each of
which could adversely impact our reputation, strategic plan, business, operations or financial results.
These transition risks include the following categories:

* Policy and legal risks
Policy and legal risks may result from evolving government policy, legislation, regulations and
regulatory decisions focused on climate change, as well as changing political and public opinion,
stakeholder opposition, legal challenges, litigation and regulatory proceedings. Foreign and domestic
governments continue to evaluate and implement policy, legislation, and regulations regarding
reduction of GHG emissions, adaptation to climate change, and transition to a lower-carbon economy.
Such policies, laws and regulations vary at the federal, provincial and municipal levels in which
Enbridge Gas operates and are continually evolving. The implementation of these measures may be
accelerated by international multilateral agreements, increasing physical impacts of climate change,
and changing political and public opinion. Our operations are subject to explicit carbon prices in
Ontario. In Canada, the federal government has proposed new clean electricity regulations and is
considering options to cap and cut oil and gas sector GHG emissions, which may impact our
business. Such evolving policy, legislation, regulation could impact commodity demand and may
result in significant expenditures and resources, as well as increased costs for our customers. In
recent years, there has been an increase in climate-related regulatory action and litigation which has
the potential to adversely impact our reputation, cost of capital, operations and financial condition.
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* Technology risks
Our success in executing our strategic plan, including adapting to the energy transition over time and
attaining Enbridge's GHG emissions reduction goals and targets, depends, in part, on technology
(including technology still under development), innovation and continued diversification with
renewable power and other lower-carbon energy infrastructure as well as modernization of our
infrastructure, all of which could require significant capital expenditures and resources, that could
materially differ from its original estimates and expectations. There is also a risk that GHG emissions
reduction technology does not materialize as expected, making it more difficult to reduce emissions,
or that political or public opinion regarding such technologies continues to evolve.

* Market risks
Climate change concerns, increased demand for lower-carbon and zero-emissions energy, alternative
and new energy sources and technologies, changing customer behavior and reduced energy
consumption could impact the demand for our services. The pace and scale of the transition to a
lower-carbon economy may pose a risk if Enbridge Gas diversifies either too quickly or too slowly.
Similarly, uncertainty in market signals, such as abrupt and unexpected shifts in energy costs and
demands, including due to climate change concerns, can impact revenue through reduced throughput
volumes on our pipeline distribution and transportation systems.

¢ Reputational risks
Companies across all sectors and industries are facing changing expectations or increasing scrutiny
from stakeholders related to their approach to climate change and GHG emissions. Companies in the
energy industry are experiencing stakeholder opposition to both existing and new infrastructure, as
well as organized opposition to natural gas products. If we are not able to achieve Enbridge's GHG
emissions reduction goals and targets, are not able to meet future climate, emissions or other
regulatory or reporting requirements, or are not able to meet or manage current and future
expectations and issues regarding climate change that are important to stakeholders, it could
negatively impact our reputation and, in turn, our business, operations or financial results.

* Disclosure risks
Enbridge currently provides certain climate-related disclosures, and from time to time, establishes and
publicly announces goals and commitments related to climate change, including reduction of GHG
emissions. Standards and processes for climate-related disclosure, setting goals and targets, and
measuring and reporting on progress are still developing for our sector and continue to evolve. Our
internal controls and processes also continue to evolve, and Enbridge’s climate-related disclosures,
goals and targets are based on assumptions that are subject to change. Aligning with evolving
requirements has required and may continue to require Enbridge to incur significant costs. There can
be no assurance that our current or future disclosures and Enbridge's goals, the pathways by which
we plan to reach Enbridge's goals, or the methodologies that we currently use to measure and report
on progress, will align with new and evolving standards and processes, legal requirements or
expectations of stakeholders. Such misalignment may result in reputational harm, regulatory action or
other legal action.

RISKS RELATED TO OPERATIONAL DISRUPTION OR CATASTROPHIC EVENTS

Operation of complex energy infrastructure involves many hazards and risks that may adversely

affect our business, financial results and the environment.

These operational risks include adverse weather conditions, natural disasters, accidents, the breakdown

or failure of equipment or processes, and lower than expected levels of operating capacity and efficiency.
These operational risks could be catastrophic in nature.
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Operational risk is also intensified by climate change. Climate change presents physical risks that may
affect the safety and reliability of our operations. These include acute physical risks, such as heavy
snowfall, heavy rainfall, floods, landslides, fires, hurricanes, cyclones, tornados, tropical storms, ice
storms, and extreme temperatures, and chronic physical risks, such as long-term changes in precipitation
patterns, or sustained higher temperatures.

Our assets and operations are exposed to potential damage or other negative impacts from these
operational risks, which could result in reduced revenue from business disruption or reduced capacity and
may also lead to increased costs due to repairs and required adaptation measures. Such events have
lead to, and could in the future lead to, rupture or release of product from our pipeline systems and
facilities, resulting in damage to property and the environment, personal injury or loss of life, which could
result in substantial losses for which insurance may not be sufficient or available and for which we may
bear part or all of the cost.

An environmental incident is an event that may cause environmental harm and could lead to increased
operating and insurance costs, thereby negatively impacting earnings. An environmental incident could
have lasting reputational impacts and could impact our ability to work with various stakeholders. For
pipeline and storage assets located near populated areas, including residential communities, commercial
business centers, industrial sites and other public gathering locations, the level of damage resulting from
these events could be greater.

We have incurred and expect to continue to incur significant costs in preparing for or responding to
operational risks and events. We expect to continue to experience climate-related physical risks,
potentially with increasing frequency and severity, and we cannot guarantee that we will not experience
catastrophic or other events in the future. In addition, we could be subject to litigation and significant fines
and penalties from regulators in connection with any such events.

A service interruption could have a significant impact on our operations, and negatively impact
financial results, relationships with stakeholders and our reputation.

A service interruption due to a major power disruption, curtailment of commodity supply, operational
incident, security incident (cyber or physical), availability of gas supply or distribution or other reasons
could have a significant impact on our operations and negatively impact financial results, relationships
with stakeholders, our reputation or the safety of our end-use customers. Our ability to deliver natural gas
to customers on demand is dependent on adequate supply being transported on third party transmission
pipelines to our franchise and a strong distribution system. While we have received reliable service from
our upstream service providers, a large supply or pipeline disruption on a very cold day has the potential
to cause service interruption. We have experienced, and may again experience, service interruptions,
restrictions or other operational constraints, including in connection with the kinds of operational incidents
referred to in the previous risk factor.

Our operations involve safety risks to the public and to our workers and contractors.

Several of our pipelines and distribution systems are operated in close proximity to populated areas and a
major incident could result in injury or loss of life to members of the public. In addition, given the natural
hazards inherent in our operations, our workers and contractors are subject to personal safety risks. A
public safety incident or an injury or loss of life to our workers or contractors, which we have experienced
in the past and, despite the precautions we take, may experience in the future, could result in reputational
damage to us, material repair costs or increased operating and insurance costs.

Cyber attacks and other cybersecurity incidents pose threats to our technology systems and
could materially adversely affect our business, operations, reputation or financial results.

Our business is dependent upon information systems and other digital technologies for controlling our
plants, pipelines and other assets, processing transactions and summarizing and reporting results of
operations. The secure processing, maintenance and transmission of information is critical to our
operations.
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Cybersecurity risks have increased in recent years as a result of the proliferation of new technologies and
the increased sophistication of cyber attacks and financially motivated cybercrime, as well as due to
international and domestic political factors including geopolitical tensions, armed hostilities, war, civil
unrest, sabotage, terrorism and state-sponsored or other cyber espionage. Human error or malfeasance
can also contribute to a cyber incident, and cyber attacks can be internal as well as external and occur at
any point in our supply chain. Because of the critical nature of our infrastructure and our use of
information systems and other digital technologies to control our assets, we face a heightened risk of
cyber attacks, such as ransomware, theft, misplaced or lost data, programming errors, phishing attacks,
denial of service attacks, acts of vandalism, computer viruses, malware, hacking, malicious attacks,
software vulnerabilities, employee errors and/or malfeasance, or other attacks, security or data breaches
or other cybersecurity incidents. Cyber threat actors have attacked and threatened to attack energy
infrastructure, and various government agencies have increasingly stressed that these attacks are
targeting critical infrastructure, and are increasing in sophistication, magnitude, and frequency. .
Additionally, these risks may escalate during periods of heightened geopolitical tensions. New
cybersecurity legislation, regulations and orders have been recently implemented or proposed resulting in
additional actual and anticipated regulatory oversight and compliance requirements, which will require
significant internal and external resources. We cannot predict the potential impact to our business of
potential future legislation, regulations or orders relating to cybersecurity.

We have experienced an increase in the number of attempts by external parties to access our systems or
our company data without authorization, and we expect this trend to continue. Although we devote
significant resources and security measures to prevent unwanted intrusions and to protect our systems
and data, whether such data is housed internally or by external third parties, we and our third party
vendors have experienced and expect to continue to experience cyber attacks of varying degrees in the
conduct of our business. To date, these prior cyber attacks have not, to our knowledge, had a material
adverse effect on our business, operations or financial results. However, there is a risk that any such
incidents could have a material adverse effect on us in the future.

Our technology systems or those of our vendors or other service providers are expected to become the
target of further cyber attacks or security breaches which could compromise our data and systems or our
access thereto by us, our customers or others, affect our ability to correctly record, process and report
transactions, result in the loss of information, or cause operational disruption, or incidents. There can be
no assurance that our business continuity plans will be completely effective in avoiding disruption and
business impacts. Furthermore, we and some of our third-party service providers (who may in turn also
use third-party service providers) collect, process or store sensitive data in the ordinary course of our
business, including personal information of our employees, residential gas distribution customers, and
land owners, as well as intellectual property or other proprietary business information of ours or our
customers or suppliers.

As a result of the foregoing, we could experience loss of revenues, repair, remediation or restoration
costs, regulatory action, fines and penalties, litigation, breach of contract or indemnity claims, cyber
extortion, ransomware, implementation costs for additional security measures, loss of customers,
customer dissatisfaction, reputational harm, be liable under laws that protect the privacy of personal
information, other negative consequences, or other costs or financial loss. Regardless of the method or
form of cyber attack or incident, any or all of the above could materially adversely affect our reputation,
business, operations or financial results.
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In addition, a cyber attack could occur and persist for an extended period without detection. Any
investigation of a cyber attack or other security incident may be inherently unpredictable, and it would
take time before the completion of any investigation and availability of full and reliable information. During
such time, we may not know the extent of the harm or how best to remediate it, and certain errors or
actions could be repeated or compounded before they are discovered and remediated, all or any of which
could further increase the costs and consequences of a cyber attack or other security incident, and our
remediation efforts may not be successful. The inability to implement, maintain and upgrade adequate
safeguards could materially and adversely affect our results of operations, cash flows, and financial
condition. Moreover, recent rulemakings may require us to disclose information about a cybersecurity
incident before it has been completely investigated or remediated in full or even in part. As cyber attacks
continue to evolve, we may be required to expend significant additional resources to continue to modify or
enhance our protective measures or to investigate and remediate any information security vulnerabilities.

Furthermore, media reports about a cyber attack or other significant security incident affecting Enbridge
Gas, whether accurate or not, or, under certain circumstances, our failure to make adequate or timely
disclosures to the public, law enforcement, other regulatory agencies or affected individuals following any
such event, whether due to delayed discovery or otherwise, could negatively impact our operating results
and result in other negative consequences, including damage to our reputation or competitiveness, harm
to our relationships with customers, partners, suppliers and other third parties, interruption to our
management, remediation or increased protection costs, significant litigation or regulatory action, fines or
penalties, all of which could materially adversely affect our business, operations, reputation, or financial
results.

Terrorist attacks and threats, escalation of military activity in response to these attacks or acts of
war, and other civil unrest or activism could adversely affect our business, operations or financial
results.

Terrorist attacks and threats (which may take the form of cyber attacks), escalation of military activity,
armed hostilities, war, sabotage, or civil unrest or activism may have significant effects on general
economic conditions and may cause fluctuations in consumer confidence and spending and market
liquidity, each of which could adversely affect our business. Future terrorist attacks, rumors or threats of
war, actual conflicts involving Canada, or military or trade disruptions may significantly affect our
operations and those of our customers. Strategic critical infrastructure targets, such as energy-related
assets, are at greater risk of cyber attack and may be at greater risk of other future attacks than other
targets in Canada. Our infrastructure and projects under construction could be direct targets or indirect
casualties of a cyber or physical attack. In addition, increased environmental activism against pipeline
construction and operation could potentially result in work delays, reduced demand for our products and
services, new legislation or public policy or increased stringency thereof, or denial or delay of permits and
rights-of-way.

Pandemics, epidemics or infectious disease outbreaks, such as the COVID-19 pandemic, may
adversely affect local and global economies and our business, operations or financial results.
Disruptions caused by pandemics, epidemics or infectious disease outbreaks could materially adversely
affect our business, operations, financial results and forward-looking expectations. Governments'
emergency measures to combat the spread could include restrictions on business activity and travel, as
well as requirements to isolate or quarantine. The duration and magnitude of such impacts will depend on
many factors that we may not be able to accurately predict. COVID-19 and government responses
interrupted business activities and supply chains, disrupted travel, and contributed to significant volatility
in the financial and commodity markets.

Disruptions related to pandemics, epidemics or infectious disease outbreaks could have the effect of
heightening many of the other risks described in this Risk Factors section.

26



RISKS RELATED TO OUR BUSINESS AND INDUSTRY

There are utilization risks with respect to our assets.

Customers are billed on both a fixed charge and volumetric basis and our ability to collect the total
revenue requirement (the cost of providing service, including a reasonable return to the utility) depends
on achieving the forecast distribution volume established in the rate-making process. The probability of
realizing such volume is contingent upon four key forecast variables: weather, economic conditions,
pricing of competitive energy sources and growth in the number of customers. Weather is a significant
driver of delivery volumes, given that a significant portion of our customer base uses natural gas for space
heating.

Distribution volume may also be impacted by the increased adoption of energy efficient technologies,
along with more efficient building construction, that continue to place downward pressure on
consumption. In addition, conservation efforts by customers may further contribute to a decline in annual
average consumption. Sales and transportation service to large volume commercial and industrial
customers is more susceptible to prevailing economic conditions. As well, the pricing of competitive
energy sources affects volume distributed to these sectors as some customers have the ability to switch
to an alternate fuel. Even in those circumstances where we attain our respective total forecast distribution
volume, our business may not earn its expected return on equity due to other forecast variables, such as
the mix between the higher margin residential and commercial sectors and the lower margin industrial
sector. Our business remains at risk for the actual versus forecast large volume contract commercial and
industrial volumes.

Our assets vary in age and were constructed over many decades which causes our inspection,
maintenance or repair costs to increase.

Our pipelines vary in age and were constructed over many decades. Pipelines are generally long-lived
assets, and pipeline construction and coating techniques have changed over time. Depending on the era
of construction and construction techniques, some assets require more frequent inspections, which has
resulted in and is expected to continue to result in increased maintenance or repair expenditures in the
future. Any significant increase in these expenditures could adversely affect our business, operations or
financial results.

Completion of our secured projects and maintenance programs are subject to various regulatory,
operational and market risks, which may affect our ability to drive long-term growth.

Our project execution continues to face challenges with intense scrutiny on regulatory and environmental
permit applications, politicized permitting, public opposition including protests, action to repeal permits,
and resistance to land access.

Continued challenges with global supply chains have created unpredictability in materials cost and
availability. Labor shortages and inflationary pressures have increased costs of engineering and
construction services.

Other events that can and have delayed project completion and increased anticipated costs include
contractor or supplier non-performance, extreme weather events or geological factors beyond our control.
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Changing expectations of stakeholders regarding ESG and climate change practices could erode
stakeholder trust and confidence, damage our reputation and influence actions or decisions about
our company and industry and have negative impacts on our business, operations or financial
results.

Companies across all sectors and industries are facing changing expectations or increasing scrutiny from
stakeholders related to their approach to ESG matters of greatest relevance to their business and to their
stakeholders. For energy companies, climate change, GHG emissions, safety and stakeholder and
Indigenous relations remain primary focus areas, while other environmental elements such as
biodiversity, human rights, and supply chain are ascendant. Companies in the energy industry are
experiencing stakeholder opposition to new and existing infrastructure, as well as organized opposition to
natural gas extraction and shipment of natural gas products. Changing expectations of our practices and
performance across these ESG areas may impose additional costs or create exposure to new or
additional risks. We are also exposed to the risk of higher costs, delays, project cancellations, loss of
ability to secure new growth opportunities, new restrictions or the cessation of operations of existing
pipelines due to increasing pressure on governments and regulators, and legal action.

Our operations, projects and growth opportunities require us to have strong relationships with key
stakeholders, including local communities, Indigenous groups and others directly impacted by our
activities, as well as governments, regulatory agencies, financial institutions, insurers and others, which
are increasingly focused on ESG practices and performance. Enhanced public awareness of climate
change has driven an increase in demand for lower-carbon and zero-emissions energy. There have been
efforts in recent years affecting the investment community, including certain investors increasing
investments in lower-carbon assets and businesses while decreasing the carbon intensity of their
portfolios through, among other measures, divestments of companies with high exposure to GHG-
intensive operations and products. Certain stakeholders have also pressured commercial and investment
banks and insurance providers to reduce or stop financing and providing insurance coverage to natural
gas and related infrastructure businesses and projects. Managing these risks requires significant effort
and resources. Potential impacts could also include changing investor sentiment regarding investment in
Enbridge, which could impair our access to and increase our cost of capital, including penalties
associated with our sustainability-linked financing and could adversely impact demand for, or value of, our
securities.

Over the past year, geopolitical uncertainty, slowing Canadian and US economies and continuing
inflationary pressures have underscored the critical need for access to secure, affordable energy. The
pace and scale of the transition to a lower-emission economy may pose a risk if Enbridge diversifies
either too quickly or too slowly. Similarly, unexpected shifts in energy demands, including due to climate
change concerns, can impact revenue through reduced throughput volumes on our pipeline distribution
and transportation systems.

Enbridge has long been committed to strong ESG practices, performance and reporting, and in 2020
introduced a set of ESG goals to strengthen transparency and accountability. The goals include
increasing diversity and inclusion within Enbridge's organization and reducing GHG emissions from
Enbridge's operations to net zero by 2050, with corporate and business unit action plans aligned to
Enbridge's strategic priority to adapt to the energy transition over time. The costs associated with meeting
Enbridge's ESG goals, including GHG emissions reduction goals, could be significant. There is also a risk
that some or all of the expected benefits and opportunities of achieving Enbridge's ESG goals may fail to
materialize, may cost more than anticipated to achieve, may not occur within the anticipated time periods
or may no longer meet changing stakeholder expectations. Similarly, there is a risk that emissions
reduction technologies do not materialize as expected making it more difficult to reduce emissions. If we
are not able to achieve ESG goals, are not able to meet current and future climate, emissions or related
reporting requirements of regulators, or are unable to meet or manage current and future expectations
regarding issues important to investors or other stakeholders (including those related to climate change),
it could erode stakeholder trust and confidence, which could negatively impact our reputation, business,
operations, or financial results.
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Our forecasted assumptions may not materialize as expected, including on our expansion
projects, acquisitions and divestitures.

We evaluate expansion projects, acquisitions and divestitures on an ongoing basis. Planning and
investment analysis is highly dependent on accurate forecasting assumptions and to the extent that these
assumptions do not materialize, financial performance may be lower or more volatile than expected.
Volatility and unpredictability in the economy, both locally and globally, and changes in cost estimates,
project scoping and risk assessment could result in a loss of profits. Similarly, uncertainty in market
signals, such as abrupt and unexpected shifts in energy costs and demands, as we saw in 2020 resulting
from the COVID-19 pandemic, have impacted, and may in the future impact, revenue through reduced
throughput volumes on our pipeline distribution and transportation systems.

Our insurance coverage may not fully cover our losses in the event of an accident, natural
disaster or other hazardous event.

Our operations are subject to many hazards inherent in our industry as described in this Risk Factors
section.

We participate in Enbridge’s comprehensive insurance program which covers Enbridge subsidiaries and
certain affiliates to mitigate a certain portion of our risks. However, not all potential risks arising from our
operations are insurable or are insured by Enbridge as a result of availability, high premiums and for
various other reasons. Insurance coverage under this program is subject to terms and conditions,
exclusions and large deductibles or self-insured retentions which may reduce or eliminate coverage in
certain circumstances.

Insurance policies under this program are generally renewed on an annual basis and, depending on
factors such as market conditions, the premiums, terms, policy limits and/or deductibles can vary
substantially. We can give no assurance that our participation in this program means we will be able to
maintain adequate insurance in the future at rates or on other terms that Enbridge or we would consider
commercially reasonable. In such a case, Enbridge may decide to self-insure additional risks.

A significant self-insured loss, uninsured loss, a loss significantly exceeding the limits of our insurance
policies, a significant delay in the payment of a major insurance claim, or the failure to renew insurance
policies on similar or favorable terms could materially and adversely affect our business, financial
condition and results of operations.

Our business is exposed to changes in market prices including interest rates. Our risk
management policies cannot eliminate all risks and may result in material financial losses. In
addition, any non-compliance with our risk management policies could adversely affect our
business, operations or financial results.

Our use of debt financing exposes us to changes in interest rates on both future fixed rate debt issuances
and floating rate debt. Changes in interest rates could materially impact our financial results.

We use financial derivatives to manage risks associated with changes in interest rates to reduce volatility
of our cash flows. Based on our risk management policies, substantially all of our financial derivatives are
associated with an underlying asset, liability and/or forecasted transaction and not intended for
speculative purposes.

These policies cannot, however, eliminate all risk, including unauthorized trading. Although this activity is
monitored independently by our Risk Management function, we can provide no assurance that we will
detect and prevent all unauthorized trading and other violations, particularly if deception, collusion or
other intentional misconduct is involved, and any such violations could adversely affect our business,
operations or financial results.
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To the extent that we hedge our exposure to market prices, we will forego the benefits we would
otherwise experience if these were to change in our favor. In addition, hedging activities can result in
losses that might be material to our financial condition, results of operations and cash flows. Such losses
have occurred in the past and could occur in the future.

We rely on access to short-term and long-term capital markets to finance capital requirements and
support liquidity needs. Cost effective access to those markets can be affected, particularly if we
are unable to maintain an investment-grade credit rating.

A portion of our consolidated asset base is financed with debt. The maturity and repayment profile of debt
used to finance investments often does not correlate to cash flows from assets. Accordingly, we rely on
access to both short-term and long-term capital markets as a source of liquidity for capital requirements
not satisfied by cash flows from operations and to refinance investments originally financed with debt. Our
senior unsecured long-term debt is currently rated investment-grade by various rating agencies. If the
rating agencies were to rate us below investment-grade, our borrowing costs would increase, perhaps
significantly. Consequently, we would likely be required to pay a higher interest rate in future financings
and our potential pool of investors and funding sources could decrease.

We maintain revolving credit facilities to backstop commercial paper programs, for borrowings and for
providing letters of credit. These facilities typically include financial covenants and failure to maintain
these covenants could preclude us from accessing the credit facility, which could impact liquidity.
Furthermore, if our short-term debt rating were to be downgraded, access to the commercial paper
market could be significantly limited. Although this would not affect our ability to draw under our credit
facilities, borrowing costs could be significantly higher.

If we are not able to access capital at competitive rates or at all, our ability to finance operations and
implement our strategy may be affected. An inability to access capital on favorable terms or at all may
limit our ability to pursue enhancements or acquisitions that we may otherwise rely on for future growth or
to refinance our existing indebtedness.

Our natural gas storage operations' results may be adversely affected by commodity price
volatility.

We have market-based rates for some of our storage operations and sell our storage services based on
natural gas market spreads and volatility. If natural gas market spreads or volatility deviate from historical
norms or there is significant growth in the amount of storage capacity available to natural gas markets
relative to demand, our approach to managing our market-based storage contract portfolio may not
protect us from significant variations in storage revenues, including possible declines, as contracts renew.

We are exposed to the credit risk of our customers.

We are exposed to the credit risk of our customers in the ordinary course of our business. We have a
large and diversified customer base. However, we cannot predict to what extent our business would be
impacted by deteriorating conditions in the economy, including possible declines in our large industrial
customers’ creditworthiness. It is possible that customer payment defaults, if significant, could adversely
affect our earnings and cash flows.

Our business requires the retention and recruitment of a skilled and diverse workforce, and
difficulties in recruiting and retaining our workforce could result in a failure to implement our
business plans.

Our operations and management require the retention and recruitment of a skilled and diverse workforce,
including engineers, technical personnel, other professionals, and executive officers and senior
management. We and our affiliates compete with other companies in the energy industry, and for some
jobs the broader labor market, for this skilled workforce. If we are unable to retain current employees and/
or recruit new employees of comparable knowledge and experience, our business could be negatively
impacted. In addition, we could experience increased costs to retain and recruit these professionals.
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RISKS RELATED TO GOVERNMENT REGULATION AND LEGAL RISKS

Our operations are regulated and failure to secure timely regulatory approval for our proposed
projects, or loss of required approvals for our existing operations, could have a negative impact
on our business, operations or financial results.

The nature and degree of regulation and legislation affecting permitting and environmental review for
energy infrastructure companies in Canada continues to evolve.

In Canada, pipeline companies continue to face opposition from anti-energy/anti-pipeline activists,
Indigenous and tribal groups and communities, governments, citizens, environmental groups, and
politicians concerned with either the safety of pipelines or their potential environmental effects.
Governments may introduce changes to the regulatory approval process for energy infrastructure. These
actions could adversely impact permitting of a wide range of energy projects. We may not be able to
obtain or maintain all required regulatory approvals for our operating assets or development projects. If
there is a significant delay in obtaining any required regulatory approvals, if we fail to obtain or comply
with them, or if laws or regulations change or are administered in a more stringent manner, the operations
of facilities or the development of new facilities could be prevented, delayed or become subject to
additional costs.

Our operations are subject to numerous environmental laws and regulations, including those
relating to climate change, GHG emissions and climate-related disclosure, compliance with which
may require significant capital expenditures, increase our cost of operations, and affect or limit
our business plans, or expose us to environmental liabilities.

We are subject to numerous environmental laws and regulations affecting many aspects of our past,
current, and future operations, including air emissions, water and soil quality, wastewater discharges,
solid waste, and hazardous waste.

The gas distribution system and our storage and transmission operations require environmental approvals
and permits from regulators in order to operate. As a result, these assets and facilities are subject to
periodic inspections and/or audits. Reports, such as the Annual Written Summary Report is submitted to
the Ontario Ministry of Environment, Conservation and Parks to demonstrate we are in good standing with
our environmental compliance approvals. Failure to comply with environmental laws and regulations and
failure to secure permits necessary for our operations may result in the imposition of fines, penalties and
injunctive measures affecting our operating assets. In addition, changes in environmental laws and
regulations or the enactment of new environmental laws or regulations, including those related to climate
change, GHG emissions and climate-related disclosure, could result in a material increase in our cost of
compliance with such laws and regulations, such as costs to monitor and report our emissions and install
new emission controls to reduce emissions. We may not be able to include some or all of such increased
costs in the rates we charge. Efforts to regulate or restrict GHG emissions could also drive down demand
for the natural gas we transport.

If we are unable to obtain or maintain all required environmental regulatory approvals and permits for our
operating assets and projects, or if there is a delay in obtaining any required environmental regulatory
approvals or permits, the operation of existing facilities or the development of new facilities could be
prevented, delayed, or become subject to additional costs.

Failure to comply with environmental laws and regulations may result in the imposition of civil or criminal
fines, penalties and injunctive measures affecting our operating assets. We expect that changes in
environmental laws and regulations, including those related to climate change and GHG emissions, could
result in a material increase in our cost of compliance with such laws and regulations, such as costs to
monitor and report our emissions and install new emission controls to reduce emissions. We may not be
able to include some or all of such increased costs in rates.
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Our operations are subject to operational regulation and other requirements, including
compliance with easements and other land tenure documents, and failure to comply with
applicable regulations and other requirements could have a negative impact on our reputation,
business, operations, or financial results.

Operational risks relate to compliance with applicable operational rules and regulations mandated by
governments, applicable regulatory authorities, or other requirements that may be found in easements,
permits or other agreements that provide a legal basis for our operations, breaches of which could result
in fines, penalties, awards of damages, operating restrictions (including shutdown of lines) and an overall
increase in operating and compliance costs.

We do not own all of the land on which our pipelines, facilities and other assets are located, and we
obtain the rights to construct and operate our pipelines and other assets from third parties or government
entities. In addition, some of our pipelines and other assets cross Indigenous lands pursuant to rights-of-
way or other land tenure interests. Our loss of these rights, including through our inability to renew them
as they expire, could have an adverse effect on our reputation, operations, and financial results.

Regulatory scrutiny over our assets and operations has the potential to increase operating costs or limit
future projects. Regulatory enforcement actions issued by regulators for non-compliant findings can
increase operating costs and negatively impact reputation. Potential regulatory changes and legal
challenges could have an impact on our future earnings from existing operations and the cost related to
the construction of new projects. Regulators' future actions may differ from current expectations, or future
legislative changes may impact the regulatory environments in which we operate. While we seek to
mitigate operational regulation risk by actively monitoring and consulting on potential regulatory
requirement changes with the respective regulators directly, or through industry associations, and by
developing response plans to regulatory changes or enforcement actions, such mitigation efforts may be
ineffective or insufficient. While we believe the safe and reliable operation of our assets and adherence to
existing regulations is the best approach to managing operational regulatory risk, the potential remains for
regulators or other government officials to make unilateral decisions that could disrupt our operations or
have an adverse financial impact on us.

Our operations are subject to economic regulation and failure to secure regulatory approval for
our proposed or existing commercial arrangements could have a negative impact on our
business, operations or financial results.

Our gas distribution assets face economic regulation risk. Broadly defined, economic regulation risk is the
risk that governments or regulatory agencies change or reject proposed or existing commercial
arrangements or policies, including permits and regulatory approvals for both new and existing projects or
agreements, upon which future and current operations are dependent. Our gas distribution assets are
subject to the actions of various regulators, including the OEB with respect to the rates for these assets.
The changing or rejecting of commercial arrangements, including decisions by regulators on the
applicable permits and tariff structure or changes in interpretations of existing regulations by courts or
regulators could have an adverse effect on our revenues and earnings.

We are subject to changes in our tax rates, the adoption of new Canadian tax legislation or
exposure to additional tax liabilities.

We are subject to taxes in Canada. Due to economic and political conditions, tax rates may be subject to
significant change. Our effective tax rates could be affected by changes in the valuation of deferred tax
assets and liabilities, or changes in tax laws or their interpretation.

We are also subject to the examination of our tax returns and other tax matters by the Canada Revenue
Agency. We regularly assess the likelihood of an adverse outcome resulting from these examinations to
determine the adequacy of our provision for taxes. There can be no assurance as to the outcome of these
examinations. If our effective tax rates were to increase, or if the ultimate determination of our taxes owed
is for an amount in excess of amounts previously accrued, our financial condition and operating results
could be materially adversely affected.
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We are involved in numerous legal proceedings, the outcomes of which are uncertain, and
resolutions adverse to us could adversely affect our financial results.

We are subject to numerous legal proceedings. In recent years, there has been an increase in climate
and disclosure-related litigation against governments as well as companies involved in the energy
industry. There is no assurance that we will not be impacted by such litigation, or by other legal
proceedings. Litigation is subject to many uncertainties, and we cannot predict the outcome of individual
matters with assurance. It is reasonably possible that the final resolution of some of the matters in which
we are involved or new matters could require additional expenditures, in excess of established reserves,
over an extended period of time and in a range of amounts that could adversely affect our financial results
or affect our reputation.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our consolidated financial statements are prepared in accordance with US GAAP, which requires
management to make estimates, judgments and assumptions that affect the amounts reported in our
consolidated financial statements and accompanying notes. In making judgments and estimates,
management relies on external information and observable conditions, where possible, supplemented by
internal analysis as required. We believe our most critical accounting policies and estimates discussed
below have an impact across our business.

GOODWILL IMPAIRMENT

Goodwill represents the excess of the purchase price over the fair value of net identifiable assets upon
acquisition of a business. The carrying value of goodwill, which is not amortized, is assessed for
impairment annually or more frequently if events or changes in circumstances arise that suggest the
carrying value of goodwill may be impaired. We perform our annual review of the goodwill balance on
April 1.

We have the option to first assess qualitative factors to determine whether it is necessary to perform the
quantitative goodwill impairment assessment. When performing a qualitative assessment, we determine
the drivers of fair value and evaluate whether those drivers have been positively or negatively affected by
relevant events and circumstances since the last fair value assessment. Our evaluation includes, but is
not limited to, the assessment of macroeconomic trends, changes to regulatory environments, capital
accessibility, operating income trends, and changes to industry conditions. Based on our assessment of
qualitative factors, if we determine it is more likely than not that the fair value is less than its carrying
amount, a quantitative goodwill impairment assessment is performed.

The quantitative goodwill impairment assessment involves determining the fair value of goodwill and
comparing that value to its carrying value. If the carrying value, including allocated goodwill, exceeds fair
value, goodwill impairment is measured at the amount by which the carrying value exceeds its fair value.
This amount should not exceed the carrying amount of goodwill. Fair value is estimated using a
discounted cash flow technique. The determination of fair value using the discounted cash flow technique
requires the use of estimates and assumptions related to discount rates, projected operating income and
rate base, rate base multiple, capital expenditures and working capital levels.

In December 2023, we received a decision from the OEB on Phase 1 of our 2024-2028 Incentive
Regulation rate setting framework (Phase 1 Decision). Due to the Phase 1 Decision and changes in the
macroeconomic environment which has led to a rise in interest rates, we performed a quantitative
assessment as at December 1, 2023. The goodwill impairment assessment did not result in an
impairment charge.
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REVENUE RECOGNITION

We recognize revenues when natural gas has been delivered or services have been performed. Gas
distribution revenues are recorded on the basis of regular meter readings and estimates of customer
usage from the last meter reading to the end of the reporting period. Estimates are based on historical
consumption patterns and heating degree days experienced.

DEPRECIATION

Depreciation of property, plant and equipment, our largest asset with a net book value at December 31,
2023 and 2022 of $18.5 billion and $17.6 billion, respectively, or 65% of total assets (2022 - 60%), is
provided on a straight-line basis over the estimated useful lives of the assets, as approved by the OEB,
commencing when the asset is placed in service. Depreciation expense includes a provision for future
removal and site restoration costs at rates approved by the OEB.

These depreciation rates are reviewed through periodic depreciation studies conducted by an external
consulting firm that makes an objective assessment of the useful lives of our property, plant and
equipment. Our depreciation rates are subject to approval by the OEB for rate setting purposes, which
may not always reflect the recommendations of the latest depreciation study. The external consulting firm
also provides a framework for our calculation of the estimate of the net cumulative amount collected from
customers for future removal and site restoration of property, plant and equipment.

REGULATORY ACCOUNTING

The OEB exercises statutory authority over matters such as construction, rates and ratemaking, and
agreements with customers. To recognize the economic effects of the actions of the OEB, the timing of
recognition of certain revenues and expenses in operations may differ from that otherwise expected under
US GAARP for non rate-regulated entities.

Also, we record regulatory assets and liabilities to recognize the economic effects of the actions or
decisions of the OEB. 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 and amounts collected from customers in advance
of costs being incurred. On refund or recovery of this difference, no earnings impact is recorded.
Effectively, the consolidated financial statements capture only the approved costs and the related
revenue, rather than the actual costs and related revenue.

As at December 31, 2023 and 2022, our regulatory assets totaled $2.4 billion and $2.9 billion,
respectively, and regulatory liabilities totaled $2.1 billion. To the extent that the OEB's future actions differ
from our current expectations, the timing and amount of recovery or settlement of regulatory balances
could differ significantly from those recorded.

PENSION AND OTHER POSTRETIREMENT BENEFITS

We use certain assumptions relating to the calculation of defined benefit pension and other postretirement
liabilities and net periodic benefit costs. These assumptions comprise management's best estimates of
expected return on plan assets, future salary levels, other cost escalations, retirement ages of employees,
and other actuarial factors including discount rates and mortality. We determine discount rates by
reference to rates of high-quality long-term corporate bonds with maturities that approximate the timing of
future payments anticipated to be made under each of the respective plans. The expected return on plan
assets is determined using market-related values and assumptions on the asset mix consistent with the
investment policy relating to the assets and their projected returns. The assumptions are reviewed
annually by our independent actuaries. Actual results that differ from results based on assumptions are
amortized over future periods and, therefore, could materially affect the expense recognized and the
recorded obligation in future periods.
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The following sensitivity analysis identifies the impact on the consolidated financial statements for the
year ended December 31, 2023 of a 0.5% change in key pension and other postretirement benefits
(OPEB) obligation assumptions:
Pension OPEB
Obligation Expense Obligation Expense

(millions of Canadian dollars)

Decrease in discount rate 141 8 8 —
Decrease in expected return on assets — 11 N/A N/A
Decrease in rate of salary increase (26) (2) N/A N/A

CONTINGENT LIABILITIES

Provisions for claims filed against us are determined on a case-by-case basis. Case estimates are
reviewed on a regular basis and are updated as new information is received. The process of evaluating
claims involves the use of estimates and a high degree of management judgment. Claims outstanding,
the final determination of which could have a material impact on our financial results, are detailed in Legal
and Other Updates and are disclosed in Note 19 - Commitments and Contingencies to the audited
consolidated financial statements.

CHANGES IN ACCOUNTING POLICIES

Information related to changes in our accounting policies can be found in Note 3 - Changes in Accounting
Policies to the audited consolidated financial statements.

OUTSTANDING SHARE DATA

Common shares’ Number
Enbridge Gas Inc. Class A 281,881,334
Enbridge Gas Inc. Class B 240,020,243

1 Outstanding share data is provided as at February 2, 2024.

For further information on our share capital, refer to Note 11 - Share Capital to the audited consolidated
financial statements.

REGULATORY GOVERNANCE

AFFILIATE RELATIONSHIPS CODE

We are subject to the provisions of the OEB’s Affiliate Relationships Code for Gas Utilities (the Code). The
Code sets out the standards and conditions that govern the interaction between natural gas distributors,
transmitters and storage companies in Ontario and their respective affiliated companies, with the
objectives of:

* minimizing the potential for a utility to cross-subsidize competitive or non-monopoly activities;

» protecting the confidentiality of consumer information collected in the course of providing utility
services; and

 ensuring there is no preferential access to regulated utility services.

The Code specifically sets out standards of conduct including the degree of separation, sharing of

services and resources, terms under which service agreements must be prepared and transfer pricing
guidelines.
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