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“Our management role in Northern Border Partners will contribute to TransCanada’s ability to
bring northern natural gas to the growing North American marketplace,” said Mr. Kvisle. “The
Northern Border Pipeline transports gas from the Montana-Saskatchewan border to markets in the
midwestern United States.  In our view, it is a preferred route to move gas from the North to
markets in the future.”

He concluded, “Over the past two years, we have consistently applied a disciplined and steady
approach to the management and growth of our pipeline and power businesses. As a result,
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Third Quarter 2002 Financial Highlights
(unaudited)

-30-

Operating Results
(millions of dollars) 2002 2001 2002 2001

Revenues 1,285             1,293                3,876             3,996                

Net Income Applicable to Common Shares 175                159                   567                433                   
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or $0.06 per share representing the impact of the Fair Return decision for the period January 1,
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Notes to Consolidated Financial Statements
(Unaudited)

1. Significant Accounting Policies

The consolidated financial statements of TransCanada PipeLines Limited (TransCanada or the company)
have been prepared in accordance with Canadian generally accepted accounting principles. The
accounting policies applied are consistent with those outlined in the company's annual financial
statements for the year ended December 31, 2001 except as stated below.  These consolidated financial
statements for the nine months ended September 30, 2002 do not include all disclosures required in the
annual financial statements and should be read in conjunction with the annual financial statements
included in TransCanada's 2001 Annual Report.  Amounts are stated in Canadian dollars unless
otherwise indicated. Certain comparative figures have been reclassified to conform with the current
period's presentation.

Since a determination of many assets, liabilities, revenues and expenses is dependent upon future events,
the preparation of these consolidated financial statements requires the use of estimates and
assumptions.  In the opinion of Management, these consolidated financial statements have been properly
prepared within reasonable limits of materiality and within the framework of the company's significant
accounting policies.

Regulation

In June 2002, the company received the National Energy Board (NEB) decision on its Fair Return
application (Fair Return decision) to determine the cost of capital to be included in the calculation of
2001 and 2002 final tolls on its Canadian Mainline.  The Fair Return decision on the cost of capital
included an increase in the deemed common equity ratio from 30 to 33 per cent effective January 1,
2001.  The NEB also decided that the return on equity as calculated based on the NEB formula continued
to be appropriate for the Canadian Mainline which results in an approved rate of return on common
equity of 9.61 per cent for 2001 and 9.53 per cent for 2002.  The results for the nine months ended
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Stock-Based Compensation

Effective January 1, 2002, TransCanada adopted the new standard of the CICA Handbook Section “Stock-
Based Compensation and Other Stock-Based Payments”.  This section establishes standards for the
recognition, measurement and disclosure of stock-based compensation and other stock-based payments
made in exchange for goods and services.  It applies to transactions in which an enterprise grants shares
of common stock, stock options, or other equity instruments, or incurs liabilities based on the price of
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4. Discontinued Operations

In July 2001, the Board of Directors approved a plan to dispose of the company's Gas Marketing
business.  The Gas Marketing business provided supply, transportation and asset management services,
as well as structured financial products and services.  In December 1999, the Board of Directors approved
a plan (December Plan) to dispose of the company's International, Canadian Midstream and certain other
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The Canadian Alliance of Pipeline Landowners' Associations and two individual landowners have
commenced an action under Ontario's Class Proceedings Act, 1992, against the company and Enbridge


