












17FEB201019392891

MANAGEMENT’S DISCUSSION AND ANALYSIS 5

The accompanying graph illustrates each fuel source as a percentage of the Company’s overall Energy portfolio:
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CONSOLIDATED FINANCIAL REVIEW
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Earnings The Company expects continued growth on its Alberta System. TCPL also anticipates a modest level of
investment in its other Canadian natural gas pipelines but expects a continued net decline in the average investment
bases of these pipelines due to annual depreciation. A net decline in the average investment base has the effect of
reducing year-over-year earnings from these assets. Under the current regulatory model, earnings from Canadian
pipelines are not affected by short-term fluctuations in the commodity price of natural gas, changes in throughput
volumes or changes in contract levels. In addition, Pipelines’ EBITDA is expected to be affected by costs to develop new
pipeline projects, including the Alaska pipeline project.

Reduced firm transportation contract volumes due to customer defaults, lower supply available for export from the
WCSB and expiry of long-term contracts could have a negative impact on short-term earnings from TCPL’s U.S. natural
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NATURAL GAS THROUGHPUT VOLUMES
(Bcf)

2009 2008 2007

Canadian Mainline(1) 2,030 2,173 2,315
Alberta System
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Western and Eastern Canadian Power Operating Statistics (1)
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ENERGY – OPPORTUNITIES AND DEVELOPMENTS

Ravenswood From the time of its acquisition to December 31, 2008, Ravenswood operated under a tolling
arrangement under which all energy generated from the facility was provided to a third party for a fixed operating fee.
In January 2009, Ravenswood commenced earning revenues from the sale of energy generated from the facility into the
New York market. TCPM manages the marketing of output from Ravenswood.

Subsequent to closing the acquisition of Ravenswood, TCPL experienced a forced outage event related to Ravenswood’s
972 MW Unit 30. The unit returned to service in May 2009. The Company continues to work with its insurers with
respect to claims for both the physical damage and business interruption losses associated with the outage. No
amounts have been accrued for claims with respect to business interruption losses.

Bruce Power
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ENERGY – BUSINESS RISKS

Fluctuating Power and Natural Gas Market Prices TCPL operates in competitive power and natural gas markets in
North America. Volatility in power and natural gas prices is caused by fluctuating supply and demand, and by general
economic conditions. Energy’s earnings from the sale of uncontracted volumes are subject to price volatility. Although
Energy commits a significant portion of its supply to medium- to long-term sales contracts, it retains an amount of
unsold supply in order to provide flexibility in managing the Company’s portfolio of wholly owned assets.

Capacity Payments U.S. Power capacity payments are reset periodically each year and are affected by the start-up
and retirement of power facilities and by fluctuations in demand.

Uncontracted Volumes Energy has uncontracted power sales volumes in Western Power and U.S. Power. With the
2008 acquisition of Ravenswood, the level of uncontracted sales volumes in U.S. Power significantly increased. Sales of
uncontracted power volumes into the spot market are subject to market price volatility, which directly impacts earnings.
In addition, as power sales contracts expire, any new contracts are entered into at the prevailing market prices. In 2009,
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Regulation of Power Markets TCPL operates in both regulated and deregulated power markets. As power markets
evolve across North America, there is the potential for regulatory bodies to implement new rules that could negatively
affect TCPL as a generator and marketer of electricity. These may be in the form of market rule changes, price caps,
emission controls, unfair cost allocations to generators and attempts by others to take out-of-market actions to build
excess generation that negatively affects the price of capacity or energy, or both. In addition, TCPL’s development
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PRINCIPAL REPAYMENTS
Year ended December 31 (millions of dollars)

Payments Due by Period

Less than 1 - 3 3 - 5 More than
Total one year years years 5 years

Due to TransCanada
Corporation 2,069 – 2,069 – –

Long-term debt 16,664 478 2,099 1,879 12,208
Junior subordinated notes 1,036 – – – 1,036
Long-term debt of joint







MANAGEMENT’S DISCUSSION AND ANALYSIS 61

Risk management strategies, policies and limits are designed to ensure TCPL’s risks and related exposures are in line
with the Company’s business objectives and risk tolerance. Risks are managed within limits ultimately established by the
Company’s Board of Directors, implemented by senior management and monitored by risk management and internal
audit personnel. The Board of Directors’ Audit Committee oversees how management monitors compliance with risk
management policies and procedures, and oversees management’s review of the adequacy of the risk management



62 MANAGEMENT’S DISCUSSION AND ANALYSIS

TCPL manages its exposure to seasonal natural gas price spreads in its natural gas storage business by economically
hedging storage capacity with a portfolio of third-party storage capacity contracts and proprietary natural gas purchases
and sales. TCPL simultaneously enters into a forward purchase of natural gas for injection into storage and an offsetting
forward sale of natural gas for withdrawal at a later period, thereby locking in future positive margins and effectively
eliminating exposure to natural gas price movements. Fair value adjustments recorded each period on proprietary
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Non-Derivative Financial Instruments Summary
The carrying and fair values of non-derivative financial instruments were as follows:

December 31 (millions of dollars)
2009 2008

Carrying Carrying
Amount Fair Value
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Derivative Financial Instruments Summary
Information for the Company’s derivative financial instruments for 2009 is as follows:

December 31 (all amounts in millions unless otherwise indicated)
2009

Natural Oil Foreign
Power Gas Products Exchange Interest

Derivative Financial Instruments
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The safety and integrity of the Company’s existing and newly developed infrastructure also continued to be top
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TCPL is not aware of any material outstanding orders, claims or lawsuits against the Company in relation to the release
or discharge of any material into the environment or in connection with environmental protection.

North American climate change policy continues to evolve at regional and national levels. While recent political and
economic events may significantly affect the scope and timing of new measures that are put in place, TCPL anticipates
that most of the Company’s facilitit my aanadae and theU.S.t ar207(e rn wll bte aptsur)196(ed un(de fe(deial r ar209.1(egional climats)]TJ
T*
0.0712 Tw
[ changeur)1991(euelatioes tomanangeindusterialGHG)-3507(misstioen.)]TJ
0 -2 TD
0.072 Tw
[In 2009,t the Companyowned assett my thur)19.2(e aanadicanp r)19.7ovincit whear)19.7(eur)1991(euelatioesexinst o addur)1952(eseindusterialGHG)







MANAGEMENT’S DISCUSSION AND ANALYSIS 75



76 MANAGEMENT’S DISCUSSION AND ANALYSIS

Depreciation expense in 2009 was $1,319 million (2008 – $1,189 million; 2007 – $1,179 million) and is recorded in
Pipelines and Energy. In Pipelines, depreciation rates are approved by regulators when applicable and depreciation
expense is recoverable based on the cost of providing the services or products. If regulators permit recovery of
depreciation through rates charged to customers, a change in the estimate of the useful lives of plant, property and
equipment in the Pipelines segment will have no material impact on TCPL’s net income but will directly affect funds
generated from operations.

PPA amortization expense of $58 million was recorded in Energy each year from 2007 through 2009. The initial
payment for a PPA is deferred and amortized on a straight-line basis over the term of the contract, with remaining
terms ranging from eight years to 11 years.

Impairment of Long-Lived Assets and Goodwill
The Company reviews long-lived assets such as property, plant and equipment, and intangible assets for impairment
whenever events or changes in circumstances indicate the carrying value may not be recoverable. If the total of the
estimated undiscounted future cash flows is less than the carrying value of the assets, an impairment loss is recognized
for the excess of the carrying value over the fair value of the assets.
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SELECTED QUARTERLY CONSOLIDATED FINANCIAL DATA
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• First quarter 2009  Energy’s EBIT included net unrealized losses of $13 million pre-tax ($9 million after tax) due to
changes in the fair value of proprietary natural gas inventory in storage and natural gas forward purchase and
sale contracts.

• Fourth quarter 2008  Energy’s EBIT included net unrealized gains of $7 million pre-tax ($6 million after tax) due to
changes in the fair value of proprietary natural gas inventory in storage and natural gas forward purchase and sale
contracts. Corporate’s EBIT included net unrealized losses of $57 million pre-tax ($39 million after tax) for changes in
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FOURTH QUARTER 2009 HIGHLIGHTS

Reconciliation of Comparable Earnings, Comparable EBITDA, Comparable EBIT and EBIT to Net Income
Applicable to Common Shares

Pipelines Energy Corporate Total

Three months ended December 31
(unaudited)
(millions of dollars except per share amounts) 20092009200920092009

33mounts)86mounts)80mounts)304mounts)200933mounts)80mounts)
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Trans Qúebec & A natural gas transmission system that U.S. United States
Maritimes connects with the Canadian Mainline

VaR Value-at-Risk(TQM) and transports natural gas in Qúebec,
from Montreal to the Portland system Ventures LP Natural gas transmission systems in
and to Québec City Alberta that supply natural gas to the

TQM Pipeline Trans Qú
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TRANSCANADA PIPELINES LIMITED
CONSOLIDATED BALANCE SHEET

December 31
(millions of dollars) 2009 2008

ASSETS

Current Assets
Cash and cash equivalents 979
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TRANSCANADA PIPELINES LIMITED
CONSOLIDATED COMPREHENSIVE INCOME

Year ended December 31
(millions of dollars) 2009 2008 2007

Net Income 1,379 1,442 1,232

Other Comprehensive (Loss)/Income, Net of Income
Taxes
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TRANSCANADA PIPELINES LIMITED(millions of dollars)96
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Energy
Major power generation and natural gas storage plant, equipment and structures in the Energy segment are recorded at cost and depreciated
once the assets are ready for their intended use on a straight-line basis over estimated service lives at average annual rates ranging from two
per cent to ten per cent. Nuclear power generation assets under capital lease are recorded initially at the present value of minimum lease
payments at the inception of the lease and amortized on a straight-line basis over the shorter of their useful life and the rem
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Year ended December 31, 2007 (millions of dollars) Pipelines Energy Corporate Total

Revenues 4,712 4,116 – 8,828
Plant operating costs and other (1,590) (1,336) (104) (3,030)
Commodity purchases resold (72) (1,829) – (1,901)
Other income 27 19 2 48

3,077 970 (102) 3,945
Depreciation and amortization (1,021) (216) – (1,237)

2,056 754 (102) 2,708






































