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TRANSCANADA PIPELINES LIMITED — THIRD QUARTER 2009

QuarterlyReport to Shareholders

Management's Discussion and Analysis

Management's Discussion and Analysis (MD&A) dated November 3, 2009 should be read in
conjunction with the accompanying unaudited Consolidated Financial Statements of TransCanada
PipeLines Limited (TCPL or the Company) for the three and nine months ended September 30, 2009.
It should also be read in conjun
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For the nine months ended September 30 Pipelines Energy Corporate Total
unaudited)(millions of dollars) 2009 2008 2009 2008 2009 2008 2009 2008

Comparable EBITDA
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Comparable earnings in third quarter 2009 were $327 million compared to $359 million for the same
period in 2008. Comparable earnings in third quarter 2009 and 2008 excluded $10 million of after tax
($14 million pre-tax) net unrealized gains and $2 million of after tax ($2 million pre-tax) net
unrealized losses, respectively, resulting from changes in the fair value of proprietary natural gas
inventory in storage and natural gas forward purchase and sale contracts. Comparable earnings in 2008
also excluded $26 million of favourable income tax adjustments.
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million after tax gain on the GTN lawsuit settlement, the $27 million after tax writedown of
Broadwater LNG project costs and $26 million of favourable income tax adjustments.

Resuaffrom eachon o, thsegstmen foro, ththr( )JFJ-0.0001 T18.07539 0 T[eets )6(d nine month periods ended Sef:
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GTN’s EBITDA for the three months ended September 30, 2009 decreased $6 million from the same
period in 2008 primarily due to the sale of Nort
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Bruce Power Results

(TCPL’s proportionate share) Three months ended Nine months ended

(unaudited) September 30 September 30
(millions of dollars unless otherwise indicated)
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TCPL’s proportionate share of Bruce B’s comparable EBITDA increased $12 million to $92 million in
third quarter 2009 compared to third quarter 2008 primarily due to higher realized prices resulting
from the recognition of payments received pursuant to the floor price mechanism in Bruce B’s
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realized on settlement. The fair value of proprietary natural gas inventory held in storage has been
measured using a weighted average of forward prices for the following four months less selling costs.

Depreciation and
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Dividends
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Intangible Assets

Effective January 1, 2009, the Company adopted CICA Handbook Section 3064 “Goodwill and

Intangible Assets”, which replaced Section 3062 “Goodwill and Other Intangible Assets”. Section 3064
gives guidance on the recognition of intangible asset
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Derivative Financial Instruments Summary

Information for the Company’s derivative financial instruments, excluding hedges of the Company’s
net investment in self-sustaining foreign operations, is as follows:

September 30, 2009
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the Company’s Pipelines segment is not expected to be materially impacted as the pipeline assets are
generally underpinned by contracts or earn a regulated rate of return.

TCPL issued $1.6 billion of common shares in third quarter 2009, $3.1 billion of
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Keystone is expected to begin generating EBITDA in first quarter 2010 when commercial operations to
Wood River and Patoka, Illinois commence, with EBITDA increasing through 2011 and 2012 as
subsequent phases are placed in service. Based on current long-term commitments of 910,000 bbl/d,
Keystone is expected to generate EBITDA of approximately US$1.2 billion in 2013, its first full year of
commercial operation serving both the U.S. Midwest and Gulf Coast markets. If volumes were to
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The project has experienced delays and TCPL now expects that Unit 2 will be restarted mid-2011, with
Unit 1 expected to follow approximately four months thereafter. The impact of this delay is mitigated
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in the fair value of proprietary natural gas storage inventory and natural gas forward purchase
and sale contracts.

- Fourth quarter 2007, Net Income Applicable to Common Shares included $56 million of
favourable income tax adjustments resulting from reductions in Canadian federal income tax
rates and other legislative changes. Pipelines’ EBIT increased as a result of recording
incremental earnings related to a rate case settlement reached for the GTN System, effective
January 1, 2007. Energy’s EBIT increased due to
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Consolidated Balance Sheet

TCPL[35

September 30, December 31,
(unaudited)(millions of dollars) 2009 2008
ASSETS
Current Assets
Cash and cash equivalents 2,385 1,300
Accounts receivable 834 1,280
Due from TransCanada Corporation 1,631 1,529
Inventories 491 489
Other 505 523
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Notes to Consolidated Financial Statements
(Unaudited)

1. Significant Accounting Policies
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Financial Instruments Disclosure
The CICA implemented revisions to Handbook Section 3862 ““Financial Instruments — Disclosures™ for fiscal
years ending after September 30, 2009. These revisions are
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Nine months ended September 30 Pipelines Energy Corporate Total

(unauditea)(miflions of dollars) 2009 2008 2009 2008 2009 2008 2009 2008
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4. Long-Term Debt
On October 20, 2009, the Company retired $250 million of 10.625 per cent debentures.

In April 2009, TCPL filed a $2.0 billion Canadian Medium-Term Notes shelf prospectus to replace a March
2007 $1.5 billion Canadian Medium-Term Notes shelf prospectus, which expired in April 2009. No amounts
have been issued under this shelf prospectus.

In February 2009, TCPL issued Medium-Term Notes of $300 million and $400 million maturing in February
2014 and February 2039, respectively, and bearing interest at 5.05 per cent and 8.05 per cent, respectively.
These notes were issued under the $1.5 billion debt shelf prospectus filed in March 2007.

In January 2009, TCPL issued Senior Unsecured Notes of US$750 million and US$1.25 billion maturing in
January 2019 and January 2039, respectively, and bearing interest at 7.125 per cent and 7.625 per cent,
respectively. These notes were issued under a US$3.0 billion debt shelf prospectus filed in January 2009,
which has remaining capacity of US$1.0 billion.

In the three and nine months ended September 30, 2009, the Company capitalized interest related to capital
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VaR Analysis

TCPL uses a Value-at-Risk (VaR) methodology to estimate the potential impact from its exposure to market
risk on its open liquid positions. VaR represents the potential change in pre-tax earnings over a given
holding period. It is calculated a
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value hedges with a fair value of $6 million and a notional amount of US$150 million. Net realized gains on fair value hedges for the three
and nine months ended September 30, 2009 were $1 million and $3 million, respectively, and were included in Interest Expense. In third
quarter 2009, the Company did not record any amounts in Net Income Applicable to Common Shares related to ineffectiveness for fair
value hedges.
®  Net Income Applicable to Common Shares for the three and nine months ended September 30, 2009 included gains of $1 million and $2
million, respectively, for the changes in fair value of power and natural gas cash flow -5( ca), and()0003 Tc Tw 21074 Tw -1573 0 Tdt-7(e)-6( wero ineffe
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10. Subsequent Events



