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Transmission
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The Canadian Mainline's net earnings have increased $3 million for the three months ended March
31, 2003 when compared to the corresponding period in 2002. The increase in 2003 net earnings is
mainly due to the National Energy Board’s decision on TransCanada’s Fair Return application
(Fair Return decision) which included an increase in the deemed common equity ratio from 30 to
33 per cent, effective January 1, 2001. The Fair Return decision was made in June 2002, and was
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of June 2003. As a result of these additional efforts, the total restart costs to be incurred by Bruce
are expected to be approximately 20 per cent higher than the previous estimate of $450 million

(TransCanada’s 31.6 per cent share - $142 million), which was comprised of $400 million for the
Bruce A Restart Project and $50 million of deferred startup costs.
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The company's earnings and cash flow combined with a strong balance sheet continue to provide
the financial flexibility for TransCanada to make disciplined investments in its core businesses of
Transmission and Power. Credit ratings on the company’s senior unsecured debt assigned by
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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)
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Total Assets March 31, 2003 December 31,

3. Discontinued Operations

In July 2001, the Board of Directors approved a plan to dispose of the company's Gas Marketing
business. In December 1999, the Board of Directors approved a plan (December Plan) to dispose of the
company's International, Canadian Midstream and certain other businesses. The company's disposals
under both plans were substantially completed at December 31, 2001.

The company remains contingently liable pursuant to obligations under certain energy trading contracts
that relate to the divested Gas Marketing business. At March 31, 2003, the provision for loss on
discontinued operations, including approximately $100 million of deferred after-tax gains and remaining
obligations related to the Gas Marketing business, was reviewed and was concluded to be appropriate.

Net income from discontinued operations for first quarter 2003 and first quarter 2002 was nil. The
provision for loss on discontinued operations at March 31, 2003 was $232 million (December 31, 2002 -
$234 million). The net assets of discontinued operations included in the consolidated balance sheet at
March 31, 2003 were $76 million (December 31, 2002 - $90 million).

4. Contingencies

Actions have been brought on a class action basis against certain of the company’s subsidiaries and
affiliates along with many other unrelated energy companies in both Washington and Oregon claiming
injunctive relief and/or unspecified damages under the applicable unfair trading practices legislation of
those states in connection with the sale and purchase of electricity in their respective jurisdictions.
TransCanada considers the complaint to be without merit and will be vigorously defending it.

The action brought against TransCanada and similar actions brought against other unrelated energy
companies by the California Attorney General, as disclosed in the December 31, 2002 audited financial
statements, was dismissed by the U.S. Federal District Court in March 2003.

The company and its subsidiaries are subject to various other legal proceedings and actions arising in the
normal course of business. While the final outcome of such legal proceedings and actions cannot be
predicted with certainty, it is the opinion of management that their resolution will not have a material
impact on the company’s consolidated financial position or results of operations.






