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Independent Auditors’ Report of Registered Public Accounting Firm

TO THE SHAREHOLDERS OF TRANSCANADA PIPELINES LIMITED
We have audited the accompanying consolidated financial statements of TransCanada PipeLines Limited,
which comprise the consolidated balance sheets as at December 31, 2013 and December 31, 2012, the
consolidated statements of income, comprehensive income, equity and cash flows for each of the years in the
three-year period ended December 31, 2013, and notes, comprising a summary of significant accounting
policies and other explanatory information.

MANAGEMENT’S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with U.S. generally accepted accounting principles, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY



Consolidated statement of income

year ended December 31
(millions of Canadian dollars) 2013 2012 2011

Revenues

Natural Gas Pipelines 4,497 4,264 4,244

Oil Pipelines 1,124 1,039 827

Energy 3,176 2,704 2,768

8,797 8,007 7,839

Income from Equity Investments (Note 8) 597 257 415

Operating and Other Expenses

Plant operating costs and other 2,674 2,577 2,358

Commodity purchases resold 1,317 1,049 991

Property taxes 445 434 410

Depreciation and amortization 1,485 1,375 1,328

5,921 5,435 5,087

Financial Charges/(Income)

Interest expense (Note 15) 1,046 1,037 1,078

Interest income and other (72)



Consolidated statement of comprehensive income

year ended December 31
(millions of Canadian dollars) 2013 2012 2011

Net Income 1,894 1,456 1,632

Other Comprehensive Income/(Loss), Net of Income Taxes

Foreign currency translation gains and losses on net investments in 383 (129) 137

























Income or as the original hedged item settles. Gains and losses on derivatives are reclassified immediately to
Net Income from AOCI when the hedged item is sold or terminated early, or when it becomes probable that
the anticipated transaction will not occur.







year ended December 31, 2011 Natural Gas Oil
(millions of Canadian dollars) Pipelines Pipelines 1 Energy Corporate Total

Revenues 4,244 827 2,768 – 7,839

Income from Equity Investments 159 – 256 – 415

Plant Operating Costs and Other (1,221) (209) (842) (86) (2,358)

Commodity Purchases Resold – – (991) – (991)



Geographic Information

year ended December 31
(millions of Canadian dollars) 2013 2012 2011

Revenues

Canada – domestic 4,659 3,527 3,929

Canada – export 997 1,121 1,087

United States 3,029 3,252 2,752

Mexico



6. ASSETS HELD FOR SALE

at December 31
(millions of Canadian dollars) 2013

Assets Held for Sale

Cash and Cash Equivalents 1

Accounts Receivable 12

















13. ACCOUNTS PAYABLE AND OTHER

at December 31



















Income tax
year ended December 31, 2012 Before tax recovery/ Net of tax
(millions of Canadian dollars) amount (expense) amount

Foreign currency translation gains and losses on net investments in
foreign operations (97) (32) (129)

Change in fair value of net investment hedges 59 (15) 44

Change in fair value of cash flow hedges 61 (13) 48

Reclassification to Net Income of gains and losses on cash flow
hedges 219 (81) 138

Unrealized actuarial gains and losses on pension and other
post-retirement benefit plans (104) 31 (73)

Reclassification to Net Income of actuarial gains and losses and prior
service costs on pension and other post-retirement benefit plans 22 – 22

Other comprehensive loss on Equity Investments (93) 23 (70)

Other comprehensive income/(loss) 67 (87) (20)

Income tax
year ended December 31, 2011 Before tax recovery/ Net of tax
(millions of Canadian dollars) amount (expense) amount

Foreign currency translation gains and losses on net investments in
foreign operations 108 29 137

Change in fair value of net investment hedges (101) 28 (73)

Change in fair value of cash flow hedges (318) 106 (212)

Reclassification to Net Income of gains and losses on cash flow
hedges 224 (77) 147

Unrealized actuarial gains and losses on pension and other
post-retirement benefit plans (119) 30 (89)

Reclassification to Net Income of actuarial gains and losses and prior
service costs on pension and other post-retirement benefit plans 13 (3) 10

Other comprehensive loss on Equity Investments (94) 3 (91)

Other comprehensive (loss)/income (287) 116 (171)
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Details about reclassifications out of AOCI into the Consolidated Statement of Income are as follows:

Amounts reclassified from Affected line item
accumulated other in the consolidated

comprehensive loss 1
year ended December 31 statement of
(millions of Canadian dollars) 2013 2012 income

Cash flow hedges

Power and Natural Gas (44) (201) Revenue (Energy)

Interest (16) (18) Interest Expense

Income before
(60)













The following are estimated future benefit payments, which reflect expected future service:

Other Post-
Pension Retirement

(millions of Canadian dollars) Benefits Benefits

2014 93 9

2015 100 9

2016 106 10

2017 112 11

2018 118 11

2019 to 2023 684 58

The rate used to discount pension and other post-retirement benefit plan obligations was developed based on
a yield curve of corporate AA bates
-5.86 -sb 537.56cembst-31,





23. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

Risk Management Overview
TCPL has exposure to market risk and counterparty credit risk, and has strategies, policies and limits in place to
manage the impact of these risks on earnings, cash flow and, ultimately, shareholder value.

Risk management strategies, policies and limits are designed to ensure TCPL’s risks and related exposures are





Derivatives Designated as a Net Investment Hedge

2013 2012

at December 31 Notional or Notional or
(millions of Canadian dollars unless noted Fair Principal Fair Principal
otherwise) Value1 Amount Value 1 Amount



At December 31, 2013, the Company had a credit risk concentration of $240 million (2012 – $259 million)
due from a counterparty. This amount is expected to be fully collectible and is secured by a guarantee from the
counterparty’s investment grade parent company.

TCPL has significant credit and performance exposures to financial institutions as they hold cash deposits and
provide committed credit lines and letters of credit that help manage our exposure to counterparties and
provide liquidity in commodity, foreign exchange and interest rate derivative markets.

Financial Instruments
All financial instruments, including both derivative and non-derivative instruments, are recorded on the





2013 Derivative Instruments Summary
The following summary does not include hedges of our net investment in foreign operations.

(millions of Canadian dollars Natural Foreign
unless noted otherwise) Power Gas Exchange Interest

Derivative Instruments Held for Trading 1

Fair Values $265 $73 $– $8



2012 Derivative Instruments Summary
The following summary does not include hedges of our net investment in foreign operations.

(millions of Canadian dollars Natural Foreign
unless noted otherwise) Power Gas Exchange Interest

Derivative Instruments Held for Trading 1

Fair Values2

Assets $139 $88 $1 $14



Derivatives in Cash Flow Hedging Relationships
The following table presents the components of OCI (Note 21) related to derivatives in cash flow hedging
relationships:

year ended December 31
(millions of Canadian dollars, pre-tax) 2013 2012

Change in fair value of derivative instruments recognized in OCI (effective portion)1

Power 117 83

Natural Gas (1) (21)

Foreign Exchange 5 (1)

121 61

Reclassification of gains on derivative instruments from AOCI to Net Income (effective
portion)1

Power2 40


















