TRANSCANADA PIPELINES LIMITED — SECOND QUARTER 2007

Quarterly Report

Management's Discussion and Analysis

The Management's Discussion and Analysis (MD&A) dated July 26, 2007 should b2S1 216psiE43Dais
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Comparable earnings is comprised of net income from continuing operations adjusted for specific
items that are significant and not typical of the Company’s operations.
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higher common equity ratio ($6 million related to first quarter 2007). In addition, Canadian Mainline’s
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Energy’s net earnings for the six months ended June 30, 2007 of $200 million increased $3 million
compared to $197 million for the same period in 2006. Excluding the 2007 and 2006 income tax
adjustments, comparable earnings
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Bruce Power
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Western Power Operations

(unaudited)
2007
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Eastern Power Operations’ operating income of $70 million and $137 million for the three and six
months ended June 30, 2007, respectively, increased $27 million and $45 million, compared to the same
periods in 2006. The increase was primarily due to incremental income
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Net expenses from Corporate for the six months ended June 30, 2007 were $4 mi
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In the three and six months ended June 30, 2006, disposition of assets, net of current income tax,



SECOND QUARTER REPORT 2007 TCPL [17

In February 2007, PipeLines LP increased the size of its syndicated revolving credit and term loan facility
in connection with its Great Lakes acquisition. The amount available under the facility increased from
US$410 million to US$950 million, consisting of a US$700 million senior term loan and a US$250
million senior revolving credit facility, with US$194 million of the senior te
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Contractual Obligations
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TCPL manages its exposure to seasonal gas price spreads in its natural gas storage business, by hedging
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Fair Values
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Other Risks
Additional risks faced by the Company are discussed in the MD&A in TCPL’s 2006 Annual Report.

TCPL's market, financial and counterparty risks remain substantially unchanged since December 31,
2006.

Controls and Procedures

As of June 30, 2007, an evaluation was carried out under the supervision of, and with the participation
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Other Recent Developments

Pipelines
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T Infirst quarter 2006, net earnings included an $18-million after-tax bankruptcy clait06,26emg7 TtL P5 -



SECOND QUARTER REPORT 2007 TCPL [26






SECOND QUARTER REPORT 2007 TCPL [28



SECOND QUARTER REPORT 2007 TCPL [29



SECOND QUARTER REPORT 2007 TCPL [30



SECOND QUARTER REPORT 2007 TCPL [31

Accumulated Other Comprehensive Loss
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Derivatives embedded in other financial instruments or contracts (the host instrument) are recorded as
separate derivatives and are measured at fair value if the economic charac
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3. Segmented Information
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US$3.4 billion, subject to certain post-closing adjustments, including US$491 million of assumed long-term
debt. The acquisition was accounted for using the purchase method of accounting.
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The fair values of the Company's derivative financial instruments are as follows.

Derivative Financial Instruments Summary @

(unaudited)

(millions of dollars)
Fair
Value
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Unrealized Gains and Losses
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Fair Values






