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Management's discussion and analysis
February 15, 2017 

This management's discussion and analysis (MD&A) contains information to help the reader make investment decisions about 

TransCanada PipeLines Limited. It discusses our business, operations, financial position, risks and other factors for the year ended 

December 31, 2016. 

This MD&A should be read with our accompanying December 31, 2016 audited comparative consolidated financial statements and 
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About our business

With over 65 years of experience, TCPL is a leader in the responsible development and reliable operation of North American energy 

infrastructure including natural gas and liquids pipelines, power generation and natural gas storage facilities. We are a wholly-

owned subsidiary of TransCanada Corporation (TransCanada).
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THREE CORE BUSINESSES
We operate in three core businesses – Natural Gas Pipelines, Liquids Pipelines and Energy. As a resul8l4 our aciqusitsionl4 S

 201s andthe pending monetizatsionl4 the U.S. Northeast powere busines, we have determsinndthats achange S

Wealso have a non- operaioana Corpoeratesegemen consisaing l4 corpoerate and dmsiisaeraive functsioAsthatsprovide S
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The $170 million of after-tax costs which were excluded from comparable earnings included $90 million of retention, severance 

and integration costs, $36 million of acquisition costs and a $44 million deferred income tax adjustment upon acquisition.
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Medium to longer -term pr ojects
The medium to longer-term projects have greater uncertainty with respect to timing and estimated project costs. The expected in-

service dates of these projects are 2019 and beyond, and costs provided in the schedule below reflect the most recent costs for 
each project as filed with the various regulatory authorities or otherwise determined. These projects have all been commercially 

ojectsojectsojectsojectsojectsojectsojects

at December 31, 2016SegmentEstimated project

cost

Carrying value(billions of $)Heartland and TC TerminalsLiquids Pipelines0.90.1UplandLiquids Pipelines0.9LTL 1E5sa .2 80tpelinesLTL 1E5sa PipelinesLiquids Ptfc60490BT 660tf80nd
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2016 FINANCIAL HIGHLIGHTS
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Reconciliation of net income/(loss) to comparable ear nings
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Comparable earnings in 2016 were $353 million higher than in 2015. The 2016 increase in comparable earnings was primarily the 
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Other investing activities

In 2016, we made contributions of $765 million to our equity investments primarily related to our investment in Bruce Power, 

Grand Rapids and Sur de Texas.

In 2016, we acquired Columbia for a purchase price of US$10.3 billion in cash.

In 2016, Bruce Power issued bonds and borrowed under its bank credit facility as part of its financing program to fund its capital 

program and made distributions to its partners, including $725 million to us.

Balance sheet
We continue to maintain a solid financial position while growing our total assets by $26.5 billion since 2014

2016

37s of We bank crT /ucture,45.00 6oT /F1su0 000  0 rg bank cr201 ET Q
BT /F1 90.53 617T
q 0 0 35 06a7 /F54vestmen0eae BruceT / Tf mer ijunioF1su0 000  0 rgnotes Q
BT /F169.0a 10ddg BT  credit facility as part of its financing pro29327.2n0eae Bruce6s of We bank cr ET Q
BT /F1 90.53 617T
q 0 0 35 06a7 /F54vestme591BT 4ruceT /ucturend made distributiion while growing our total assets by 
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NATURAL GAS PIPELINES BUSINESS
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UNDERSTANDING THE NATURAL GAS PIPELINES BUSINESS
Natural gas pipelines move natural gas from major sources of supply to locations or markets that use natural gas to meet their 

energy needs.

Our natural gas pipeline business builds, owns and operates a network of natural gas pipelines across North America that connects 
gas production to interconnects and end use markets. The network includes pipelines that are buried underground and transport 
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Our near-term capital program in excess of $16 billion of projects, excluding North Montney, will see a continued progression of 

projects being placed in service over the next few years. Our g9id 0 0  ensuree ill ofoOur(projectsaree placed in service n timen and ) Tj ET Q
BT /F1 9.00 Tf ET
q 0 0 0 rg BT 63.00 514125 Td  n budget while ensureing thesafetyl ofoOurstaff,a conractorts, and ayone impactcedbyg the costructsion andoperatsion of thsed 
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FINANCIAL RESULTS
The following is a reconciliation of comparable EBITDA and comparable EBIT (our non-GAAP measures) to segmented earnings (the 
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U.S. Natural Gas Pipelines
UNDERSTANDING THE U.S. NATURAL GAS PIPELINES SEGMENT
The U.S. interstate natural gas pipeline business is subject to regulation by various federal, state and local governmental agencies. 

The FERC, however, has comprehensive jurisdiction over our U.S. natural gas business. The FERC approves maximum transportation 

rates that are cost based and are designed to recover the pipeline's investment, operating expenses and a reasonable return for our 

investors. In the U.S., we have the ability to contract for negotiated or discounted rates with shippers. 

The FERC does not require U.S. interstate pipelines to calculate rates annually, nor do they generally allow for the collection or 

refund of the variance between actual and expected revenue and costs into future years. This difference in U.S. regulation from the 

Canadian regulatory environment puts our U.S. pipelines at risk for the difference in expected and actual costs and revenues 

between rate cases. If revenues no longer provide a reasonable opportunity to recover costs, we can file with the FERC for a new 

determination of rates, subject to any moratorium in effect. Similarly, the FERC may institute proceedings to lower rates if they 

consider the return on the capital invested to be too high. 

Similar to Canada, we can also estableeffe.65  ment'areansement' with sur U.S. nhippers.,that are cultimtesy aubject to anprovel ib 
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U.S. Natural Gas Pipelines segmented earnings in 2016 increased by $613 million compared to 2015 and $50 million in 2015 

compared to 2014. Segmented earnings in 2016 included $63 million before tax mainly related to retention and severance 

expenses resulting from the Columbia acquisition and an additional $4 million pre-tax loss on the sale of TC Offshore. Segmented 
earnings in 2015 included a $125 million pre-tax loss provision ($86 million after tax) as a result of a December 2015 agreement to 

sell TC Offshore, which closed in March 2016. These amounts have been excluded from our calculation of comparable EBIT and 
comparable earnings.
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ANR has secured new long term contracts and extended terms at maximum recourse rates for significant volumes originating from 

tg from tg from 

tg from 

tg from tg from 

Managem 
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FINANCIAL RESULTS
The following is a reconciliation of comparable EBITDA and comparable EBIT (our non-GAAP measures) to segmented earnings (the 

equivalent GAAP measure). See page 4 for more information on non-GAAP measures we use. Certain costs previously reported in 
our Corporate segment are now being reported within the business segments as a result of our 2015 business transformation 

initiative. 2015 and 2014 results have been adjusted to reflect this change.

year ended December 31

(millions of US$, unless otherwise noted) 2016 2015 2014

Tamazunchale 106 109 91

Topolobampo 81(3 ) —

Guadalajara 68 70 69

Mazatlán 5(2 ) —

Other

1, 2

(4) 4

(6

)

Business development (5) (12)

(7

)

Comparable EBITDA 251 166 147

Depreciation and amortization (33) (34) (28)

Comparable EBIT 218 132 119

Foreign exchange impact 72 39 14

Comparable EBIT (Cdn$) 290 171 133

Specific item:

Gas Pacifico/INNERGY gain on sale — — 9

Segmented ear nings (Cdn$) 290 171 142

1 
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OUTLOOK

Earnings
Mexico Natural Gas Pipelines earnings reflect long-term stable revenue contracts that are affected by the cost of providing service 

and include our share of equity income from our 60 per cent effective interest in the Sur de Texas pipeline project.

Overall, we expect the Mexico Natural Gas Pipelines earnings to increase in 2017 due to a full year of earnings for Topolobampo 

and Mazatlán. We also anticipate higher equity earnings through AFUDC earned on our 60 per cent interest in the Sur de Texas 

pipeline project. The 2017 earnings from the Tamazunchale and Go ETslaras pipelinst are expecned torema in coysitcentwiths 
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LTO).productnd  KeystU.S. EIAtheiecasts 1 BTmillnd aBbl/d of U.S. productnd agrowth5ET Q
BT /F2 8.00 Tf ET
q 0 0 0 rg BT 63.00 740.26 366(47) Tfrom
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Comparable EBITDA for Liquids Pipelines was 
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Crude oil supply and demand for pipeline capacity
A decrease in demand for refined crude oil products could adversely imTj 2 10nonice2 1atd crude oil produverr rceived for 10irL 

ompetitionyrrwne ontinue to develop ae ompetitivedpositione in 10nNorth AmerccanlliquidsrtrTnsportationemarket to trTnsport growing  crude rrwne oerras currmeneagregemens expire. ompetitionyCrude ooOusend0.2g BT6i Tdoil suppl0 0 rgd  s oerras currmene rceived for 10irL 
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Energy
Our Energy business includes a portfolio of power generation assets in Canada and the U.S., and unregulated natural gas storage 

assets in Alberta. The two sale transactions to monetize our U.S. Northeast power assets are expected to close in the first half of 

2017. See the Significant Events section for more information.

We will continue to own, control and develop approximately 7,050 MW of generation capacity powered by natural gas, nuclear, 

wind and solar upon closing of the U.S. Northeast power asset sales. 

Our ongoing business will consist of power facilities located in Alberta, Ontario, Québec, New Brunswick and Arizona. The majority 
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UNDERSTANDING THE ENERGY BUSINESS
Our Energy business is made up of three groups:

• Canadian Power
• Natural Gas Stnec d (Canadi, non-regulated)er) Tj ET Q
BT /F1 9.00 Tf ET
q 0 0 0 rg BT 45.0687.3.40 Td (• ) Tj ET Q
BT /F1 9.00 Tf ET
q 0 0 0 rg BT 63.0687.3.40 TdU.S.an Pow dmonetizatssioexpected to close inof e first halfup o( 27).( ) Tj ET Q
BT /F2 10.00 Tf ET
0 Tr
/GS0 gs
0 Tw 0 Tc 100 Tz 0 TL 
q 0 0.2 0.6 rg BT 45.0666.8.40 Td (Canadian Power) Tj ET Q
BT 2F1 9.00 Tf ET
0 Tr
/GS0 gs
0 Tw 0 Tc 100 Tz 0 TL 
q.17647058823529413
q.17647058823529413
q.17647058823529413
6 rg BT 45.0650.7.45 TdWST) Tj ET Q
q.17647058823529413
q.17647058823529413
q.17647058823529413
6 rg B5384.8650.7.45 Tdestower
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Energy segmented earnings were $1,932 million lower in 2016 than in 2015 and $244 million lower in 2015 than in 2014 and 

included the following specific items: 

• a $1,085 million impairment of Ravenswood goodwill in 2016. As a result of information received during the process to 
monetize our U.S. Northeast power business in third quarter 2016, it was determined that the fair value of Ravenswood no 

longer exceeds its carrying value
• a loss of 
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Comparable EBITDA for Energy was $1,260 million in 2015 compared to $1,333 million in 2014, a decrease of $73 million. This 

decrease was the net effect of:

• lower earnings from Western Power as a result of lower realized prices and lower PPA volumes
• higher earnings from U.S. Power due to increased margins and sales volumes to wholesale, commercial and industrial 

customers, partially offset by lower capacity revenue in New York and lower realized prices at our U.S. Northeast power 
facilities

• higher earnings from Eastern Power primarily due to four solar facilities acquired in 2014

• lower earnings from Bruce Power due to higher operating expenses mostly offset by fewer unplanned outage days at Bruce A, 
as well as higher operating expenses and lower gains from contracting activities, partially offset by lower lease expense at 

Bruce B

• lower earnings from Natural Gas Storage due to lower realized natural gas storage price spreads
• a stronger U.S. dollar and it. in 2014

Comparable EBITDA for Ee /F1 9. partially offset by lower lease expense at 

 2016

61
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Western Power

Western Power's comparable EBITDA in 2016 was $3 million higher than in 2015. The increase was due to higher realized prices 
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Comparable EBITDA from Bruce Power in 2016 was $8 million higher than 2015. The increase was mainly due to lower 

depreciation as a result of the Bruce Power facility's operating life extension, our increased ownership and higher realized sales 

prices, partially offset by lower volumes and higher operating costs from increased ou.02.06 740.psts ableu.0owe. The  ET Q
BT /F1 9.00 Tf ET
q 0 0 0 rg BT 63.00 714.69 Td (63) arable EBITDA from Bruce PoweA2016 wa5 $

8 million
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Corporate
The following is a reconciliation of comparable EBITDA and comparable EBIT (our non-GAAP measures) to segmented losses (the 

equivalent GAAP measure). See page 4 for more information on non-GAAP measures we use. Certain costs previously reported in 
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As a result of the Columbia acquisition, our restructuring and business transformation initiative has been extended into 2017, and 

will be broadened to include additional synergies expected from cost saving efforts related to .00 r . B befits,adeelateess 2017, and 
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Income tax expense included in comparable earnings decreased $66 million in 2016 compared to 2015 mainly because of lower 

flow-through taxes in 2016 on Canadian regulated pipelines and changes in the proportion of income earned between Canadian 

and foreign jurisdictions partially offset by higher pre-tax earnings in 2016 compared to 2015.

Income tax expense included in comparable earnings increased $46 million in 2015 compared to 2014 because of higher pre-tax 
earnings in 2015 compared to 2014 and changes in the proportion of income earned between Canadian and foreign jurisdictions.

Net income attributable to non-contr olling inter ests
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Financial condition
We strive to maintain strong financial capacity and flexibility in all parts of the economic cycle. We rely on our operating cash flow 

to sustain our business, pay dividends and fund a portion of our growth. In addition, we access capital markets to meet our 

financing needs, manage our capital structure and to preserve our credit ratings.

We believe we have the financial capacity to fund our existing capital program through predictable and growing cash flow from 

operations, access to capital markets, portfolio management including proceeds from the drop down of natural gas pipeline assets 

to TC PipeLines, LP,apitaloCn and dto bsusntncial mmittedur cred fapabiliengs.

Weh meed analysts 
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Net cash pr ovided by operations
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Net cash used in investing activities

 2016
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The net proceeds of the above debt, other than the acquisition bridge facilities, were used for general corporate purposes, to fund 

our capital program and to repay existing debt.

( m i l l i o n s  o f  $ )R e t i r e m e n t /r e p a y m e n t  d a t eC o m p a n yT y p eA m o u n tI n t e r e s t  r a t e( m i l l i o n s  o f  $ )
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Contractual obligations
Our contractual obligations include our long-term debt, operating leases, purchase obligations and other liabilities incurred in our 

business such as environmental liability funds and employee retirement and post-retirement benefit plans.

Payments due (by period)
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GUARANTEES

Bruce Power
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Other information
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Our Energy operations spending associated with process safety and our various integrity programs is used to minimize risk to 

employees and the public, process equipment, the surrounding environment, and to prevent disruptions to serving the energy 
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Greenhouse gas emissions r egulation risk

We own assets and have business interests in a number of regions where there are regulations to address industrial GHG 
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Financial risks
We are exposed to market risk, counterparty credit risk and liquidity risk, and have strategies, policies and limits in place to mitigate 

their impact on our earnings, cash flow and, ultimately, shareholder value.

These strategies, policies and limits are designed to ensure our risks and related exposures are in line with our business objectives 
and risk tolerance. We manage market risk and counterparty credit risk within limits that are ultimately established by the Board, 

implemented by senior management and monitored by our risk management and internal audit groups. Management monitors 

compliance with market and counterparty risk management policies and procedures, and reviews the adequacy of the risk 

management framework, overseen by the Audit Committee. Our internal audit group assists the Audit Committee by carrying out 

regular and ad-hoc reviews of risk management controls and procedures, and reporting up to the Audit Committee.

Market risk
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Average exchange rate – U.S. to Canadian dollars

TCPL 
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Counterparty cr edit risk

We have exposure to counterparty credit risk in the following areas:

• account25ceivables:

• 
• • 
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CONTROLS AND PROCEDURES
We meet Canadian and U.S. regulatory requirements for disclosure controls and procedures, internal control over financial 

reporting and related CEO and CFO certifications.
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CRITICAL ACCOUNTING ESTIMATES
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We base these valuations on our projections of future cash flows, which involves making estimates and assumptions about:

• discount rates

• commodity and capacity prices
• market supply and demand assumptions• 



TCPL Management's discussion and analysis  2016 93

FINANCIAL INSTRUMENTS
All financial instruments, including both derivative and non-derivative instruments, are recorded on the balance sheet at fair value 

unless they were entered into and continue to be held for the purpose of receipt or delivery in accordance with our normal 

un exemptusssion an wedocstrumteras such. Iy iddituss, at fair valin au cong isandss,w0 gs
0 TBT /F1 9.00 8a100 T an ery in accordance with our normal 
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Anticipated timing of settlement – derivative instruments
The anticipated timing of settlement for derivative instruments assumes constant commodity prices, interest rates and foreign 
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ACCOUNTING CHANGES

Changes in accounting policies for 2016
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Consolidation

In October 2016, the FASB issued new guidance on consolidation relating to interests held through related parties that are under 
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In fourth quarter 2016, comparable earnings excluded:

• an $870 million after-tax charge related to the loss on U.S. Northeast power assets held for sale which included an $863 
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In second quarter 2015, comparable earnings excluded a $34 million adjustment to income tax expense due to the enactment of 
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