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TRANSCANADA PIPELINES LIMITED — THIRD QUARTER 2006

Quarterly Report

Management's Discussion and Analysis

Management's discussion and analysis (MD&A) dated October 30, 2006 should be read in
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TCPL’s net income applicable to common shares and net income applicable to common shares from
continuing operations (net earnings) for third quarter 2006 were $293 million compared to $428
million for third quarter 2005. The 2006 net earnings were lower than 2005 by $135 million primarily
due to after-tax gains of $193 million from the sale of the company’s interest in Power LP to EPCOR
Utilities Inc. (EPCOR) in third quarter 2005. Excluding these gains, the company reported a decrease
in Corporate’s net expenses and an increase in Energy’s net earnings, partially offset by a decrease in
Pipelines’ net earnings.
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offset by the loss of operating income associated with the sale in third quarter 2005 of the Power LP
investment.

The decrease of $56 million in Corporate’s net expenses for the nine months ended September 30,

2006 compared to the same period in 2005 was primarily due to the income tax benefit of
approximately $50 million in third quarter 2006, as well as a $10 million favourable impact on future
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As at September 30, 2006, TCPL had advanced $111 million to the Aboriginal Pipeline Group with

respect to the Mackenzie Gas Pipeline Project and had capitalized $21 million related to the Keystone
pipeline.

Energy
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2006, Bruce A had incurred $806 million with respect to the restart and refurbishment project.
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Power Sales Volumes and Plant Availability

Power Sales Volumes

(unaudited)

(GWh) 2006
Bruce Power (Y 3,448
Western Power Operations ? 4,337
Eastern Power Operations & 1,973

2005
2,882
2,795
1,433

2006
9,848
12,602
5,024

TCPL[13

2005
7,786
8,831
4,144
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Northern Development

Mackenzie Gas Pipeline Project public hearings are expected to conclude in April 2007. The hearings
are held by a Joint Review Panel, which focuses on environmental and socio-economic impacts, and
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Share Information

As at September 30, 2006, TCPL had 483,344,109 issued and outstanding common shares. In
addition, there were 4,000,000 Series U and 4,000,000 Series Y Cumulative First Preferred shares
issued and outstanding as at September 30, 2006.

Selected Quarterly Consolidated Financial Data®

(unaudited) 2004
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Significant items which impacted the last eight quarters’ net earnings are as follows.

* In fourth quarter 2004, TCPL completed the acquisition of GTN and recorded
$14 million of net earnings from the November 1, 2004 acquisition date. Energy
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Consolidated Balance Sheet

September 30, 2006 December 31,
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Consolidated Retained Earnings
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Notes to Consolidated Financial Statements
(Unaudited)
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The impacts on segment net income of each of Pipelines and Energy in each quarter of 2005 and first quarter 2006 are
as follows.

2005 2006
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Power

Asset/(Liability) September 30, 2006 December 31, 2005
(millions of dollars) (unaudited)
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4. Long-Term Debt

In January 2006, the company issued $300 million of 4.3 per cent medium-term notes due 2011; in March
2006, the company issued US$500 million of 5.85 per cent senior unsecured notes due 2036; and in October
2006, the company issued $400 million of 4.65 per cent medium-term notes due October 2016.

In April 2006, TC PipeLines, LP (PipeLines LP) borrowed US$307 million under its unsecured credit facility to

finance the cash portion of the purchase price of its acquisition of an additional 20 per cent interest in
Northern Border Pipeline Company (Northern Border). The credit facility has a term of two years and all
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