
 

 
TRANSCANADA PIPELINES LIMITED 
 
 THIRD QUARTER 2004 

Quarterly Report 
 



THIRD QUARTER REPORT 2004 TCPL [2

Lower net earnings of $26 million in the Gas Transmission business for third quarter 2004 
compared to the same period in the prior year were primarily due to a decline in the Alberta 
System’s net earnings which reflect the impact of the Generic Cost of Capital (GCOC) decision in 
July 2004 and the year-to-date impact of the August 2004 decision from the Alberta Energy and 
Utilities Board (EUB) on Phase I of the Alberta System 2004 General Rate Application (GRA).  The 
GRA decision disallowed the recovery of a significant amount of costs which reduced the Alberta 
System’s revenue requirement, including the impact of reductions to forecasted rate base in 2004. 
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Segment Results-at-a-Glance
(unaudited)
(millions of dollars) 2004 2003 2004 2003

Gas Transmission 134                 
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The Canadian Mainline's net earnings decreased $2 million and $14 million for the three and nine 
months ended September 30, 2004, respectively, when compared to the corresponding periods in 
2003.  The decrease in net earnings was primarily due to a lower rate of return on common equity 
of 9.56 per cent in 2004 compared to 9.79 per cent in 2003, and a lower average investment base.   
 
Foothills' net earnings of $17 million for the nine months ended September 30, 2004 were $3 
million higher than the same period in 2003 reflecting TCPL’s acquisition in August 2003 of the 
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Western Operations 
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2001.  At September 30, 2004, TCPL reviewed the provision for loss on discontinued operations 
and the remaining deferred gain with respect to the divested Gas Marketing business.  As a result of 
this review, it was determined that TCPL’s contingent liability pursuant to guarantees and 
obligations under certain contracts related to the divested Gas Marketing business had decreased 
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January 31, 2005 by TransCanada Corporation on the issued and outstanding common shares as at 
the close of business on December 31, 2004. The Board also declared regular dividends on TCPL’s 
preferred shares. 
 
Contractual Obligations 
 
At September 30, 2004, TCPL held a 30.6 per cent interest in Power LP which is a publicly-held 
limited partnership.  Until April 29, 2004, Power LP was required to redeem all units outstanding at 
June 30, 2017, not held directly or indirectly by TCPL and TCPL was required to fund the 
redemption in accordance with the terms of the Power LP Partnership Agreement.  At a special 
meeting held on April 29, 2004, Power LP’s unitholders approved the amendment of the terms of 
the Power LP Partnership Agreement to remove Power LP’s obligation to redeem all units not 



THIRD QUARTER REPORT 2004 TCPL [





THIRD QUARTER REPORT 2004 TCPL [15

Hedging Relationships 
 
Effective January 1, 2004, the company adopted the provisions of the CICA’s new Accounting 
Guideline “Hedging Relationships” that specifies the circumstances in which hedge accounting is 
appropriate, including the identification, documentation, designation and effectiveness of hedges, 
and the discontinuance of hedge accounting.  In accordance with the provisions of this new 
guideline, TCPL has recorded all derivatives on the Consolidated Balance Sheet at fair value. 
 
This new guideline was applied prospectively and resulted in a decrease in net income of $2 million 
and nil for the three and nine months ended September 30, 2004, respectively.  The significant 
impact of the accounting change on the Consolidated Balance Sheet as at January 1, 2004 is as 
follows. 
 
(unaudited - millions of dollars) Increase/(Decrease)
Current Assets
     Other 8                           
Other Assets 123                       
Total Assets 131                       

Current Liabilities
     Accounts Payable 8                           
Deferred Amounts 132                       
Long-Term Debt (7)                          
Future Income Taxes (1)                          
Total Liabilities 132                        
 
 
Generally Accepted Accounting Principles 
 
Effective January 1, 2004, the company adopted the new standard of the CICA Handbook Section 
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Other Gas Transmission 
 
Gas Transmission Northwest Corporation 
 
As described in the MD&A in TCPL’s 2003 Annual Report, TCPL executed a Stock Purchase 
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In October 2004, the company issued US$300 million of ten year senior unsecured notes bearing 
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Consolidated Income 
 

(unaudited)
(millions of dollars) 2004 2003 2004 2003

Revenues 1,224              1,391            3,713           4,038             

Operating Expenses
Cost of sales 116               164             395              533              
Other costs and expenses 395               
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Consolidated Retained Earnings 
 

(unaudited)
(millions of dollars) 2004 2003

Balance at beginning of period 1,185            854                 
Net income 886             701                 
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The plant, property and equipment in the Power business consists primarily of power plants in Canada 
and the United States.  The impact of this accounting change resulted in an increase of $6 million and $7 
million in the estimated fair value of the liability for the power plants and associated assets as at January 
1, 2003 and December 31, 2003, respectively.  The asset retirement cost, net of accumulated 
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4. Risk Management and Financial Instruments 
 
The following represents the material changes to the company’s risk management and financial 
instruments since December 31, 2003 and reflects the impacts of the hedge accounting changes adopted 
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Asset/(Liability) 
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6. Employee Future Benefits 
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