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These forward-looking statements reflect TCPL's belie
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financial outlooks for anything other than their intended purpose. TCPL undertakes no obligation to publicly
update or revise any forward-looking information in this MD&A or otherwise stated, whether as a result of
new information, future events or otherwise, except as required by law.

Non-GAAP Measures
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Reconciliation of Non-GAAP Measures

Three months ended June 30 Natural Gas
(unaudited) Pipelines Qil Pipelines Energy Corporate Total
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Consolidated Results of Operations

Second Quarter Results

Comparable Earnings in second quarter 2012 were $310 million compared to $350 million for the same
period in 2011. Results for second quarter 2012 included an after-tax charge of $37 million ($50 million
pre-tax) related to the impact of the Sundance A power purchase arrangement
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quarter 2012 and net unrealized after-tax losses of $24 million ($36 million pre-tax) (2011 — losses of $14
million after tax ($22 million pre-tax)) resulting from changes in the fair value of certain risk management
activities.

Comparable Earnings decreased $83 million for the first six months of 2012 compared
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@ Results reflect TCPL’s direct ownership interest of 75 per cent effective May 2011 and 100 per cent prior to that date.
®  Represents TCPL’s 53.6 per cent direct ownership interest.
©  Effective May 2011, TCPL’s ownership
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Oil Pipelines Results
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Energy

Energy’s Comparable EBIT was $98 million and $269 million for the three and six months ended June 30,
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Canadian Power

Western and Eastern Canadi
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Western Power’s Comparable EBITDA for the six months ended June 30, 2012 decreased $33 million
compared to the same period in 2011. The decrease reflected niain
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2012, Western Power had entered into fixed-price power sales contracts to sell approximately 4,500
gigawatt hours (GWh) for the remainder of 2012 and 7,000 GWh for 2013.

Eastern Power’s sales volumes were 100 per cent sold under contract and are expected to be fully
contracted going forward.

Bruce Power Results
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TCPL’s Equity Income from Bruce B for the three and six months ended June 30, 2012 of $54 million and $74
million, respectively, increased $47 million and $42 million, compared to the same periods in 2011. The
increases were primarily due to hi
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U.S. Power Operating Statistics

Three months ended Six months ended
June 30 June 30
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Liquidity and Capital Resources




SECOND QUARTER REPORT 2012 TRANSCANADA PIPELINES LIMITED [23

In March 2012, TCPL issued US$500 million of senior notes maturing on March 2, 2015 and bearing interest
at an annual rate of 0.875 per cent. These notes were issued under the US$4.0 billion debt shelf prospectus
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Changes in Accounting Policies

Changes to Significant Accounting Policies Upon Adoption of U.S. GAAP

Principles of Consoligation
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and six months ended June 30, 2012, the Compan
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Derivative contracts entered into to manage market risk often contain financial assurance provisions that
allow parties to the contracts to manage credit risk. Thes0.14 -1.09uay reancquir3()J0.7859.8 0 TD-..001 Tc.0011 Tw tl
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Controls and Procedures

As of June 30, 2012, an evaluation was carried out under the supervision of, and with the participation of
management, including the President and Chief Executive Officer and the Chief Financial Officer, of the
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Mainline New Capacity Open Season
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Alaska Pipeline Project

The Alaska North Slope producers (ExxonMobil, ConocoPhillips and BP), along with TCPL through its
participation in the Alaska Pipeline Project, have agreed on a work plan aimed at commercializing North
Slope natural gas resources via an LNG option. In May 2012, TCPL received approval from the State of
Alaska to curtail its activities on the Alaska/Alberta route and focus on the LNG alternative. The approval
allows TCPL to defer its obligation to file for a Federal Energy Regulatory Commission (FERC) certificate for
the Alberta route beyond the original fall 2012 deadline.
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Condensed Consolidated Statement of Income

Three months ended Six months ended
(unaudited) June 30 June 30
(millions of Canadian dollars)
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Condensed Consolidated Statement of Cash Flows
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Condensed Consolidated Statement of Accumulated Other Comprehensive (Loss)/Income
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Condensed Consolidated Statement of Equity

Six months ended
(unaudited) June 30

(millions of Canadian dollars) 2012 2011

Common Shares
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Notes to Condensed Consolidated Financial Statements
(Unaudited)

1. Basis of Presentation

These condensed consolidated financial statements of TransCanada PipeLines Limited (TCPL or the
Company) have been prepared by management in accordance with United States generally accepted
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3. Segmented Information

Three months ended

June 30 Natural Gas
(unauditead) Pipelines Oil Pipelines Energy Corporate Total
(millions of Canadian dollars) 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
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4. Income Taxes

At June 30, 2012, the total unrecognized tax benefit of uncertain tax positions was approximately $50
million (December 31, 2011 - $48 million). TCPL recognizes interest and penalties related to income tax
uncertainties in income tax expense. Included in net tax expense for the three and six months ended June
30, 2012 is nil and $1 million, respectiv
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Derivatives Hedging Net Investment in Self-Sustaining Foreign Operations
The fair values and notional principal amounts for the derivatives designated as a net investment hedge
were as follows:

June 30, 2012 December 31, 2011
Asset/(Liability)
(unauditeq)
(millions of dollars)
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and six months ended June 30, 2012, the Compan
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Derivative contracts entered into to manage market risk often contain financial assurance provisions that
allow parties to the contracts to manage credit risk. Thes0.14 -1.09uay reancquir3()J0.7859.8 0 TD-..001 Tc.0011 Tw tl
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The fair value of the Company’s assets and liabilities measured on a recurring basis, including both current
and non-current portions, are categorized as follows:

Quoted Prices in Significant Other Significant
Active Markets Observable Inputs Unobservable Inputs
(Level 1) (Level 11) (Level 11) Total
(unaudited) Jun 30 Dec 31 Jun 30 Dec 31 Jun 30 Dec 31 Jun 30 Dec 31
(millions of dollars, pre-tax) 2012 2011 2012 2011 2012 2011 2012 2011
Derivative Financial Instrument
Assets:

Interest rate contracts - - 30 36 - - 30 36
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