
Enbridge is about to become the largest energy
infrastructure company in North America and Canada’s
fourth largest company by market capitalization.

The oil and gas giant signed a deal in early September to
purchase Houston-based Spectra Energy Corp. 

The $37-billion deal is one of the largest Canadian takeovers
in history, and will add the transportation of natural gas to
Enbridge’s repertoire. The value of the combined companies is
being pegged at $165 billion, with Enbridge shareholders
owning 57% and Spectra shareholders retaining the remaining
43%. The revenue of the combined energy giants is estimated
to be around $40 billion, with earnings before interest and taxes
of $5.8 billion. Current president and chief executive officer of
Enbridge, Al Monaco, will become the president and CEO of the
new company. The company will retain the name of Enbridge
Inc and its headquarters will remain in Calgary, though the
natural gas portion of the business will be headquartered in
Houston. 

Spectra Energy
Spectra specialized in natural gas transportation, with pipelines
stretching between British Columbia and Mexico. The company
also has some crude oil pipelines, such as its Express pipeline
which stretches from Hardisty, Alberta, to Casper, Wyoming,
and transports 280,000 barrels of crude oil a day. Spectra has a
total of 33,796 kilometers of natural gas and crude oil pipelines,
along with 300 billion cubic feet of natural gas storage and 4.8
billion barrels of crude oil storage.

In terms of its Canadian projects, Spectra has stuck largely to
northern British Columbia and northeast Alberta, with a few
forays into the Yukon and the Northwest Territories. Its BC Field
Services includes 2,300 kilometers of raw gas gathering pipelines,
along with eight processing facilities and a peak capacity of three
billion cubic feet per day. 

Spectra also has a system of pipelines across BC—stretching
from Fort Nelson in northeast BC to Gordondale at the
BC/Alberta border, then south to the Canadian/US border at
Huntington and Sumas. That system includes 2,818km of

natural gas transmission pipeline and 19 compression stations.
It transports 55% of the gas produced in BC. 

Finally, Spectra Energy Midstream operates 11 processing
plants in BC and Alberta, with a peak capacity of 760 million
cubic feet per day. All of this will now be owned by Enbridge. 

Diversifying Enbridge
Enbridge also has over 30,000 kilometers of pipeline and is
currently in the midst of an expansion project for its Northern
Gateway pipeline through British Columbia. However, the
company currently specializes in crude oil rather than natural
gas. 

The purchase of Spectra will diversify the company,
something Enbridge has been seeking to do for years. Its
business interests will now be 49% focused on liquids, 47% on
natural gas and 4% on power. 

The deal is expected to result in $540-million in cost savings
by 2018, according to the Globe and Mail. Enbridge will assume
approximately $22-billion in debt from Spectra. According to
company executives, Enbridge plans to sell $2-billion of non-core
assets over the first year and has also identified another $6-billion
of potential sales. 

Final Approval of the Deal
The purchase still needs to be approved by the US antitrust and
security regulators, as well as signed-off through Canada’s
Competition Act. 

The purpose of the Act is to ‘maintain and encourage
competition in Canada in order to promote the efficiency and
adaptability of the Canadian economy.’ Enbridge will own a
majority of the transportation infrastructure for oil in Western
Canada, and much of the natural gas once Spectra’s 55% is added
to its own infrastructure.

Similar to the Competition Act, the US antitrust laws
‘promote vigorous competition and protect consumers from
anticompetitive mergers and business practices’.

The deal will also be subject to a vote by shareholders. If it
passes, it is expected to close in the first quarter of 2017. 0
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