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Readers are cautioned against placing undue reliance on forward-looking information, which is given as of
the date it is expressed in this MD&A or otherwise stated, and not to use future-oriented information or
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 September 30 Natural Gas
(unaudited) Pipelines Qil Pipelines Energy Corporate Total
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1 decreased U.S. and International Natural Gas Pipeli
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GTN’s Comparable EBITDA in the three and nine months ended September 30, 2012 was US$28 million and
US$84 million, respectively, compared to US$29 million and US$105 million for the same periods in 2011.
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Oil Pipelines Results

Nine months Eight months
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Energy

Energy’s Comparable EBIT was $197 million and $466 million for the three and nine months ended
September 30, 2012, respectively, compared to $287 million and $720 million, respectively, for the same
periods in 2011.

Energy Results

Three months ended Nine months ended
(unaudited)
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Canadian Power
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September 30, 2012, Western Power had entered into fixed-price power sales contracts to sell
approximately 2,100 gigawatt hours (GWh) for th
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TCPL’s Equity Income from Bruce B for the three and nine months ended September 30, 2012 of $43 million
and $117 million, respectively, increased $12 million and $54 million compared to the same periods in 2011.
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Comparable Interest Income and Other of $22 million and $66 million for the three and nine months ended
September 30, 2012 increased $26 million and $14 million, respectively, compared to the same periods in
2011. The increase for the three months ended September 30, 2012 was primarily due to gains in 2012
compared to losses in 2011 on derivatives used to manage the Company’s net exposure to foreign exchange
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As at September 30, 2012, TCPL’s current assets were $3.6 billion and current liabilities were $4.8 billion
resulting in a working capital deficiency of $1.2 billion. The Company believes this
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Accounting Policies and Critical Accounting Estimates
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The DB Plans’ assets are measured at fair value. The e
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At September 30, 2012, the Condensed Consolidated Balance Sheet included financial liabilities of $967 million (December 31, 2011 — $1.2
billion) in Accounts Payable and $102 million (December 31, 2011 - $137 million) in Deferred Amounts.

Derivative Financial Instruments Summary
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®  All hedging relationships are designated as cash flow hedges except for interest rate derivative financial instruments designat
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As part of the Canadian Mainline hearing, TCPL filed an updated throughput forecast for 2013 through
2020. Based on natural gas prices being lower by approximately US$1.40 per million BTUs in 2010 dollars
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B.C., will allow TCPL to also offer gas transmission se
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capacity of up to 700,000 barrels per day (bbl/d) with an ultimate capacity of 830,000 bbl/d. TCPL started
construction in August 2012 and expects to place the Gulf Coast Project in service in late 2013. As of
September 30, 2012, US$0.9 billion has been invested in the project. Included in the US$2.3 billion cost is
US$300 million for the 76 km (47 mile) Houston Lateral pipeline that will transport crude oil to Houston
refineries.

Keystone XL Pipeline

In May 2012, TCPL filed a Presidential Permit application (cross border permit) with the U.S. Department of
State (DOS) for the Keystone XL Pipeline from the U.S./Canada border in Montana to Steele City, Nebraska.
TCPL will supplement that application with an alternative route in
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Bécancour

In June 2012, Hydro-Québec notified TCPL it would exercise its option to extend the agreement to suspend

all electricity generation from the Bécancour power plant throughout 2013. Under the terms of the

suspension agreementTw](all electrasf the optio,o shj JJdRX€I986d@VE-.0005 Tc.DCHRLwid (mankiddorty )5{-86raid ebrid
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Significant developments that affected the last eight quarters’ EBIT and Net Income are as follows:
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Condensed Consolidated Statement of Cash Flows

Three months ended Nine months ended
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Condensed Consolidated Balance Sheet

(unaudited) September 30
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Condensed Consolidated Statement of Equity

Nine months ended
(unaudited)
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related to these post-retirement benefit plans as either regulatory assets or liabilities. The regulatory assets
or liabilities are amortized on a straight-line basis over the average remaining service life of active
employees. When the restructuring of a benefit plan gives rise to both a curtailment and a settlement, the
curtailment is accounted for prior to the settlement.

The Company has medium-term incentive plans, under which payments are made to eligible employees. The
expense related to these incentive plans is accounted for on an accrual basis. Under these plans, benefits
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4. Income Taxes
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6. Common Shares

In January 2012, TCPL issued 6.5 millio
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included in Other Current Assets, $96 million (December 31, 2011 - $66 million) was included in Intangibles
and Other Assets, $6 million (December 31, 2011 - $15 million) was included in Accounts Payable and $18
million (December 31, 2011 - $41 million) was included in Deferred Amounts for the fair value of forwards
and swaps used to hedge the Company’s net U.S. dollar investment in self-sustaining foreign operations.

Derivatives Hedging Net Investment in Self-Sustaining Foreign Operations
The fair values and notional principal
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@ At September 30, 2012, the Condensed Consolidated Balance Sheet included financial assets of $908 million (December 31, 2011 - $1.1
billion) in Accounts Receivable, $39 million (December 31, 2011



THIRD QUARTER REPORT 2012 TRANSCANADA PIPELINES LIMITED [55

®  Volumes for power and natural gas derivatives are in GWh and Bcf, respectively.
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A 10 per cent increase or decrease in commodity prices, with all other variables held constant, would result
in a $6 million decrease or increase, respectively, in the fair value of outstanding derivative financial



THIRD QUARTER REPORT 2012 TRANSCANADA PIPELINES LIMITED [60

10. Related Party Transactions
The following amounts are included in Due from TransCanada Corporation:
2012 2011

(unauditeq)
(millions of Canadian dollars)



