
HB 3001
SB 3001

6/4/08
SPECIAL
SESSION

DOCUMENTS



Comments to Legislature on 
TransCanada Proposal

June 4, 2008 

Barry Pulliam 
Senior Economist 

Econ One Research

o Suite 2825
5th F loor Suite 1280 T. o ... _

601 W 5th Street 2321 Rosecrans Avenue . . .  „
Los Angelos California 90071 E l Segundo California 90245 /  7y0£)2

213 624 9600 310 727 9916 713 228 2700

Suite 100 Suite 501
555 University Avenue 805 15th Street, N.W.

Sacramento, California 95825 Washington, D.C. 20005
916 576 0366 202 289 7620



Construct and operate 1,700-mile, 48-inch pipeline from North 
Slope to Alberta, with initial capacity of 4.5 bcf/day,expandable 
to 5.9 bcf/day with addition of compression

> Conditioned on receiving sufficient firm transportation 
commitments

Pipeline would terminate at Boundary Lake on the British 
Columbia I  Alberta border, where it would enter the “AECO Hub

> At AECO, shippers would arrange for extraction of valuable 
NGLs (either from third-parties or through construction
of own facilities). “Residue” gas could be sold either in 
Canada or shipped to Lower-48.

Construct and operate necessary Gas Treatment Plant (“GTP”), 
if not undertaken by another party

Provide pipeline access for LNG facility if demand warrants



Offer tariffs reflecting:

> 20, 25 and 30 year firm transportation commitments

> Recourse and Negotiated Rates (Alaska); Negotiated 
Rates (Canada)

> Capital Structure of 70% debt 130% equity (recourse), 
75% debt / 25% equity (negotiated)

> Equity return floating at 965 basis points above 10-year 
T-bonds

> 100% cost recovery (3.5MMBtu/day and above)



> Assess market demand for expansion every 
two years through non-binding open seasons

> Offer rolled-in rates for expansions, subject to 
ceiling of 115% of initial tariff

>  Provide minimum of 5 in-state delivery points, 
using distance-sensitive rates
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Development Phase

Apr 2008 
AGiA License issued

Sep 2009 
Open Season Complete 

Precedent Agreements in Place
Jun 2010 

FERC Prefiling Request
Dec 2011 
FERC Filing

Aug 2013 
FERC CPCN
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> License

> Follow through on State commitments under AGIA

> State Contribution of $500 million toward development cost
of pipeline

Total State Reimbursement
Budgeted  Reimbursement Percentage

(Million Dollars) (Percent)
(1) (2) (3)

Open Season Period $82.3 $41.2 50%
(Through Aug 2009)

Certification Period $528.7 $458.8 87%
(Sep 2009-Aug 2013) ______________  __ ____________ ______________

Total Pre-Construction $611.0 $300.0 82%

Total After Construction $29,078.0 $500.0 2%

> Not to be included in tariff rate base
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> Engagement with ANS producers to reach agreement 
on fiscal terms

> Encouragement of robust exploration and development 
of North Slope gas resources

> Cooperation of State to reach out to stakeholders

> Cooperation of State in efforts with the Federal 
Government to obtain support for project

> Use of loan guarantees for cost overruns

> Exploration of alternative credit concepts, i.e., 
backstop Shipper contract



> In the event of an unsuccessful open season

> Expect State to use its position of sovereign 
government to encourage, induce and persuade 
ANS producers to commit gas

> Expect State to thoroughly evaluate and seriously 
consider financial and commercial feasibility of 
dedicating significant State resources to 
underwriting an alternative financing mechanism 
for the project



Reduces risk to TransCanada

> State shares in risk that project may not proceed to completion 
and is responsible for 82% ($500 Million) of the targeted $611 
million in development costs

Reduces tariff, which benefits resource owners: State and
producers. Using TransCanada assumptions as to costs and
tariffs, the $500 million impacts the tariff as follows:

> Estimated tariff to Alberta without subsidy is $2.46/MMBtu

> Estimated tariff to Alberta with subsidy is $2.41/MMBtu

>  This is $0.05/MMBtu

>  Over a 25-year period, this amounts to a reduction in tolls of 
$2.2 billion. Approximately $1.2 billion is expected to accrue 
to the State
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tariff Fundamentals

>  What is a tariff?

>  Document that sets forth rate and terms of 
service provided by a pipeline to shippers

> The per-unit cost charged by a pipeline to 
ship gas from point of injection to point of 
extraction (Point A to Point B)
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> All else equal, resource owners (State and producers) prefer 
lower tariffs; lower tariffs = higher netbacks

> In the case of gas, tariffs typically involve long-term “take or pay” 
commitments. Here we are talking about commitments likely 
ranging between 15 and 30 years

> In this respect, gas pipeline tariffs are different than oil 
pipeline tariffs. With oil pipelines (such as TAPS), there is 
typically no take or pay aspect

> Risk to shipper rises with length of commitment

> Risk to shipper rises with level of tariff relative to the expected 
gas price

> Tariff level is fixed while price of gas at market is 
unknown and variable
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> Based on current projections by the EIA over 25 years beginning in 2018 
and potential tariffs set out in the TransCanada application, the tariffs 
would be approximately 25% of the value of gas at AECO
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> Increasing capital costs by 50% would lead to tariffs being approximately 
32% of the value of gas at AECO

$25.00

$20.00

$15.00

$10.00

$5.00

$0.00

Est. AECO Sales Price $12.91 100.0%

■ H i Tariff 3.35 25.9%

Fuel 0.78 6.0%

Total Costs $4.13 32.0%

Netback $8.78 68.0%
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25% Below 
EIA AEO 2008 Forecast

Est. AECO Price $9.56 100.0%

Tariff 2.41 25.2%

Fuel 0.58 6.1%

Total Costs $2.99 31.3%

Netback $6.57 6b.7%

EIA AEO 2008 Forecast

Est. AECO Price $12.91 100.0%

Tariff 2.41 18.7%

Fuel 0.86 6.6%

Total Costs $3.27 25.3%

Netback $9.64 74.7%

25% Above 
EIA AEO 2008 Forecast

Est. AECO Price $16.26 100.0%

Tariff 2.41 14.8%

Fuel 1.13 6.9%

Total Costs $3.54 21.8%

Netback $12.72 78.2%



> Tariffs are regulated

> U.S. is regulated by the Federal Energy Regulatory 
Commission (FERC)

> Canada is regulated by the National Energy Board 
(NEB)

> Charged with insuring that rates are “just and reasonable

> Opportunity for shippers to challenge tariffs through 
rate proceedings



> Traditionally, tariffs have been based on “cost of service. 
Tariff rates under a traditional cost-based approach are 
known as “Recourse” rates

> These tariffs provide for recovery of operating costs, 
capital costs and a “reasonable” return on invested 
capital

> Initial tariffs would be established by FERC in filings by 
the pipeline during certification. These rates could be 
challenged in FERC and/or NEB by shippers in rate 
proceedings



> Key elements of cost of service include:

> Return on Investment

> Return of Investment (Depreciation)

> Operating Expenses

> Non-Income Taxes (e.g., Property Taxes)

> Income Taxes



> Cost of service elements in TC estimates:

Return on Investment 

Return of Investment
(Depreciation)

Operating & Maintanence 

Non-Income Taxes 

Income Taxes 

Total

As Percent 
Total of Total

(Billion Dollars) (Percent)
(1) (2)

$33.2 32%

$33.2 32%

$9.5 9%

$15.8 15%

$12.3 12%

$104.0 100%



Return on Investment is calculated as:

Rate Base x Rate of Return

Rate Base is:

Gross Plant (Initial Capital Investment + AFUDC)

- Accumulated Depreciation 

= Net Plant

- Accumulated Deferred Income Taxes

+ Working Captial 

= Rate Base
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> These elements are set by FERC to allow “Reasonable Return”

> Typically allow for passthrough of debt costs, plus

> Return on Equity consistent with business risk associated with 
the pipeline venture

> FERC has approved Equity Returns in the range of 12-14% 

> Higher end of the range for “greenfield” projects

> NEB returns have traditionally been lower

> Rate of return is one of the biggest issues for regulators

> Initial rates allowed by regulators can be revisited in an initial 
rate hearing 3-4 years after pipeline operation begin

> Initial return is likely to be reduced if business risk is judged 
to be lower



Negotiated rates are also regulated by FERC

However, as the name implies, these are rates that are 
“negotiated” between shipper and the pipeline company

All elements are up for negotiation. This includes:

> Rate of Return

> Length of commitment

> Flexibility

>  Treatment of cost overruns

> Future expansion issues

> Changes in operating costs



> Negotiated rates can result in lower tariffs than recourse rates 
through the process of commercial negotiation

> Negotiation takes the place of regulation. However, as the 
negotiation takes place with the backdrop of regulatory oversight 
(and recourse rate option/backstop), the process can help reduce 
tariffs charged

> Typically involve long-term shipping commitments

> Negotiated rates must be approved by FERC and NEB

> Regulatory bodies have viewed negotiation process favorably 
and are reluctant to modify them after the fact



> A point for the State to consider:

> The negotiation process can provide favorable results 
for the State by helping to keep tariffs down

> State likely would not have opportunity to challenge these 
rates after the fact. The opportunity to challenge would be 
in the certification process

> State’s interest should be protected. However, this is the 
time to apply scrutiny



V *

Recourse Negotiated



The “ Level ized” Tariff

m

> A traditional cost-based tariff starts high and falls as 
a pipeline recoups its capital costs (i.e., return on 
investment and return of investment)

> This happens because the rate base falls over time as 
the pipeline is depreciated

> A levelized tariff is one in which the tariff is constant 
over time. The level of the tariff is set such that it 
results in the same Net Present Value (NPV) as the 
cost of service for the non-levelized tariff
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>  Offer 25, 30 and 35-year firm transportation 
services (FT)

> Offer Recourse Rate tariff for GTP and Alaska 
Pipeline Section; Negotiated Rate tariff for all 
sections

> No Recourse Rate offered for Canada, as 
this is not normal business practice in 
Canada (i.e., negotiated rates are the norm)



> Provides for full recovery of capital costs on “straight 
line” basis over 25-year period, assuming initial 
transportation agreements are for this period

> 100% load factor rates for authorized overrun services

> Rate base will exclude Alaska portion of $500 million 
State contribution

> Capitalization of 70% debt 130% equity

> Expansions capitalized at 60% debt / 40% equity



> Debt costs will be weighted average cost incurred by pipeline

> Contemplate U.S. loan guarantees

> Loan guarantees were originally $18 billion, up to 80% of 
project

> They were indexed to inflation. In 2008 dollars, this is 
approximately $20 billion

> Assuming 75% debt, this would support project of $26.8 
billion in $2008 if all the loan guarantee was used

>  TransCanada has assumed a number for loan guarantee 
debt of 4.7%. Based on expectations of inflation in the 2.5% 
range, this may be somewhat low

> Borrowing without the U.S. loan guarantee is estimated 
at 150 basis points higher (i.e., 6.2%)



Inflation Adjusted Historical 10-Year T-Bond and Corporate Bond Rates

20-Year 10-Year 5-Year
Average Average Average

10-Year Treasury Bond 3.00% 2.10% 1.31%

'™— — 1 AAA Corporate Bond 4.17% 3.49% 2.45%

- BAA Corporate Bond 5.03% 4.38% 3.J5%

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007



-- Rates Using Historical Premiums over Inflation --

20-Year 10-Year 5-Year
Average Average Average

(Percent)
(1) (2) (3)

Inflation Projection 2.50% 2.50% 2.50%

Risk-Free Premium 3.00% 2.10% 1.13%

Margin 0.50% 0.50% 0.50%

Total 6.00% 5.10% 4.13%
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965 Basis Points Above Historical 10-Year T-Bond Rates

;.vv :V,. ■ ■ ■ • -Source: Federal Reserve Bank. ■
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Potential Equity Return Under Proposal

-  Rates Using Historical Premiums over Inflation -

Inflation Projection 

Risk-Free Premium 

Equity Premium 

Total

20-Year
Average

10-Year
Average

5-Year
Average

(1)
(Percent)

(2) (3)

2.50% 2.50% 2.50%

3.00% 2.10% 1.13%

9.65% 9.65% 9.65%

15.15% 14.25% 13.28%



> Depreciation will be on straight-line basis over 25 years 
(i.e., 4% per year)

> Operating costs, income and other taxes are passed on 
to shippers

> Fuel gas will be recovered from shippers based on actual 
pipeline losses
> 4.40% GTP
> 2.15% Alaska & Yukon-BC Sections
> 0.90% Alberta Section

> Shippers retain title to natural gas liquids entrained in the 
gas and are free to dispose (i.e., sell or process them as 
they see fit)



Most new pipeline construction works off negotiated tariffs 

TransCanada proposes to offer 25, 30 and 35-year negotiated tariffs 

TransCanada proposes that its negotiated rates would incorporate:

> Levelized tariff

> 70% debt 130% equity capital structure through date of operation, falling 
to a 75% debt 125% equity capitalization for period of operation

> Expansions would be 60% debt 140% equity structure

> Equity and Debt rates proposed are the same as for recourse rates 
(i.e., 965 basis points over cost of 10-year T-Bond and actual debt costs)

> Return on Equity reduction offered for negotiated rates

In addition, TransCanada proposes to use U.S. loan guarantees to finance 
cost overruns if available



Shipper must agree to accept treatment of rolied-in rates under AGIA

Shipper must agree not to seek or support changes to the economic 
parameters that underpin the negotiated rate design at FERC and NEB

Notwithstanding the terms offered by TransCanada, the actual terms to 
be negotiated between shippers and TransCanada, with the exception of 
those mandated under AGIA, such as treatment of rolled-in rates, are 
open for negotiation

There is no requirement to accept the economic parameters proposed by 
TransCanada. Shipper can bargain for lower rates, increased flexibility, 
and alternative vehicles for protection against cost overruns than those 
offered

See earlier differences in Recourse and Negotiated Rates

TransCanada proposes to offer equity ownership in the pipeline “Anchor” 
shippers who subscribe in the initial Open Season
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Incentive Adjustments to Return oh Equity

Assumes 75% debt 1 25% equity
14.5%

14.0%

13.5%

13.0%

12.5%

12.0%

11.5%

11.0%

10.5%

10.0%

— Without Incentive Return on Equity m  ______
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$25.8 $27.1 $28.4 $29.7 $31.0 $32.3 $33.6 $34.9 $36.2 $37.5 $38.7

Capita! Cost Overrun (Percent) I Capital Costs (Billion $2008)
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Assumes 75% debt 1 25% equity

$25.8 $27.1 $28.4 $29.7 $31.0 $32.3 $33.6 $34.9 $36.2 $37.5 $38.7

Capita! Cost Overrun (Percent) I Capital Costs (Billion $2008)



TransCanada proposes to reduce its allowed return on equity by up
to 200 basis points (2%) over first 5 years in the event of cost overruns

$25.8 $27.1 $28.4 $29.7 $31.0 $32.3 $33.6 $34.9 $36.2 $37.5 $38.7

Capital Cost Overrun (Percent) / Capital Costs (Billion $2008)



TransCanada proposes to reduce its allowed return on equity by up
to 200 basis points (2%) over first 5 years in the event of cost overruns

$25.8 $27.1 $28.4 $29.7 $31.0 $32.3 $33.6 $34.9 $36.2

Capital Cost Overrun (Percent) I Capital Costs (Billion $2008)

$37.5 $38.7



TransCanada proposes to reduce its allowed return on equity by up 
to 200 basis points (2%) over first 5 years in the event of cost overruns

$25.8 $27.1 $28.4 $29.7 $31.0 $32.3 $33.6 $34.9 $36.2 $37.5 $38.7

Capital Cost Overrun (Percent) / Capital Costs (Billion $2008)



> TransCanada proposes to use Government guaranteed loans 
to cover potential overruns

> $18 billion made available in $2004

> Would be approximately $20 billion in $2008

> Assuming 75% debt financing overall, a project of $26.8 
billion ($2008) would absorb the full guarantee amount

> TransCanada’s proposal amounts to $25.8 billion ($2008)

> Accordingly, reservation of Government guaranteed loans 
for any significant cost overruns would require use of more 
expensive non-guaranteed debt



for Cost Ov’erruns «sonw W: ■ :  *«

Amount 
of Debt Amount Non-

. 1- * ‘ ‘
, Note: UseSTransCbn

«'' '
UseS TransCtanada estimated-debt costs.

Total
Capital Overrun

at 75% 
D/E Ratio

of Loan 
Guarantee

Guaranteed
Debt

Average 
Debt Rate

($2008 Bn) 
(1)

(Percent)
(2) (3)

($2008 Billion) 
(4) (5)

(Percent)
(6)

$25.8 0% $19.4 $20.1 $0.0 4.7%

$28.4 10% $21.3 $20.1 $1.2 4.8%

$31.0 20% $23.2 ?20.1 $3.1 4.9%

$33.6 30% $25.2 $20.1 $5.1 5.0%

$36.2 40% $27.1 $20.1 $7.0 5.1%

$38.7 50% $29.1 $20.1 $9.0 5.2% ■
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Sensitivities
v. *

> As discussed above, capital costs are the biggest 
driver of costs. The critical elements are:

> Overall Capital

> Capitalization (i.e., Debt/Equity)

> Debt Cost

> Return on Equity
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Note: Base tariff is per TransCanada asfcimptlons r®: costs, capital state and financing .

(i.e., S2S.dbnl 75% debt / 25% equity, 4.7-6,2% debt cost, 14% return on equity).



Sensitivities
(confd)

■; w m

Capital
(+10% /-10%)

Debt Ratio 
(-5%/+5%)

Debt Cost 
(+ 1%/-1%)

Return on Equity 
(+1%/-1%)

Estimated State Revenues (Billion $)

$222.0

$224.1

$223.7

$225.6

$231.5

$229.5

$230.1

$228.2

$210 $215 $220 $225 $230 $235 $240 $245

: v * • •
Note: Base ($226.9bn) is per TransCanada Tkssumptions're: costs, capital state and financing

* (he., $25.8bri, 75% debt / 25% equity, 4.7-6.2% debt coet, 14% return on equity). • v' .' » •



Sensitivities
(cont’d)

Estimated Shipper Revenues (Billion $)

Capital
(+10%/-10%)

Debt Ratio 
(-5%/+5%)

Debt Cost 
(+1%/-1%)

Return on Equity 
(+1%/-1%)

$12°.9 f l B  $124.0

$121.7 1 1  $123.3

$121.0 J B  $123.9

i
$122.0 |  .........I $122.9

$105 $110 $115 $120 $125 $130 $135 $140

Note: Base ($122.5bn) is per TransCanada assumptions re: costs, capital state and financing 
(i.e., $25.8bn, 75% debt 129% equity; 4.7-6 2% debt cost, 14% return on equity).
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> Expansion of pipeline capacity would occur either via addition 
of compression, or through looping (i.e, additional pipeline)

> TransCanada estimates that expansions up to 5.9 bcf/day (30% 
increase) could occur through the addition of compression

> Expansions between 5.9 bcf/day and 6.5 bcf/day would occur 
through either compression or looping

> Looping involves adding parallel pipeline sections along 
a portion of the main line

> Beyond 6.5 bcf/day, expansion could occur up to 7.2 bcf/day 
through looping



> AGIA requires TransCanada to study demand for expansion 
every two years and offer non-binding Open Seasons if 
demand is warranted

> AGIA also requires TransCanada to offer “rolled-in” rates 
as long as they do not result in increase over original 
rates by more than 15% (i.e., 115% of original rates)

> Rolled-in rates mean that the costs of the expansion 
“rolled-in” with the original costs and the total is spread 
out over total volumes



> This could result in higher or lower rates for 
original shippers depending on the cost of the 
expansion

> The alternative is incremental rates for expansion. 
Under incremental pricing, the shipper for the 
expansion capacity bear the entire cost of the 
expansion. Again, this could be lower or higher 
than the original rates



-In Ratte Treatment

$3.50

$3.00

$2.50

$2.00

$1.50

$1.00

$0.50

$0.00

Original Cost Incremental Rolled-in Cost 
Cost

■ •

Original Cost Incremental Rolled-ln Cost j 
Cost



> TransCanada estimates that expansions up to 6.5 bcf/day (44% increase 
in capacity) would reduce rates on a rolled-in basis

> At 7.2 bcf/day, TransCanada estimates that rolled-in treatment of 
expansions could increase rates (depending on timing of expansion(s)), 
but by less than the 15% threshold



> If TransCanada estimates are correct, existing shippers would be expected 
to be supportive of rolled-in treatment up to 6.5 bcf/day. Beyond that, they 
would rather see incremental pricing

> This could differ depending on the position of the party seeking the 
expansion. If it is an existing shipper, it may still favor rolled-in treatment 
above 6.5 bcf/day depending on how much existing capacity it has relative 
to the amount of incremental capacity it is seeking

> For example, if a shipper had 10% of the original capacity, but was going 
to have 100% of the expansion capacity, then it would likely favor rolled-in 
treatment even if it raised the cost for it original capacity

> This is because it can spread the costs of the incremental (relatively 
expensive expansion) across others’ volumes

> Neither FERC nor NEB are required to accept rolled-in treatment of rates as 
required by AGIA, though FERC has stated that there will be a presumption 
of rolled-in treatment



> TransCanada has proposed offering at least 5 in-state 
“off-take” locations, one of which would accommodate a 
“spur” line to the Anchorage area

> In-State Study before Open Season

> Tariffs would be offered on distance sensitive basis, with 
a single “zonal” rate offered for all Alaska off-take 
locations

> Rates to the different locations would be calculated based 
on their relative distances to the total Alaska section, then 
a weighted average rate would be applied to all off-take in 
Alaska



Off-take A 
(200 Miles) 
0.1 bcf/d

Alaska Section ($1.Q0/Mcf)

Off-take B Off-take C
(300 Miles) (500 Miles)
0.3 bcf/d , 0.2 bcf/d ,

Calculation of Weighted Average

Off-take A: 0.1 bcf/d X 200
Off-take B: 0.3 bcf/d X 300
Off-take C: 0.2 bcf/d X 500

210 bcf/d-miles 
■r 0.5 bcf/d

420 miles

To Canada 
(800 Miles) 
4.0 bcf/d

420 miles (in Alaska) *  800 miles (to Canada) = 52.5% 

52.5% x $1.00/Mcf (to Canada Rate) = $0.525/Mcf (Alaska Rate) e co n ■

m s
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K ey Study A spects

> Financial Analysis of the Alaska Gas Pipeline Project from the perspective of 
TransCanada and Producer Project

>  Assessment of the future performance of TransCanada’s Canadian gas assets in two 
cases, With and Without Alaska Gas Supply

>  High-level overview other TransCanada assets

>  Evaluation of supply and demand/competition issues in North America that may 
impact the TransCanada pipeline assets

> Evaluation of impact of the Alaska gas on TransCanada’s future earnings

Q
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F inancial A nalysis O f T he A laska Gas P ipeline Project

>  Assess the investment philosophy, asset portfolio, and financial structure of potential 
owner companies
-  TransCanada
-  Producer Project Owner

■ GonocoPhillips (COP)
. BP

> Assess the risk/reward and potential return of the investment in the pipeline project
-  Assuming certain percentage of firm transportation (FT) committed before investment
-  Assuming no FT commitment until year 2 of operations
-  Assuming all FT sold prior to initial construction

>  Evaluate the potential investment in the Alaska Pipeline Project in the context of each 
company’s investment philosophy, asset portfolio, and financial structure
-  Assess how investing in the project could impact each company’s financial stability
-  Assess the project in light of other likely alternative project investments available to the companies

©
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T r a n sC a n a d a

©
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1# r ^  ^
A Gas Storage 9  Power Plants

Wholly Owned Pipelines
ANR Pipeline ........ .
GTN Syslem ..........
North Baja ..........
Foothills/BC ..........
Alberta System .........
Canadain Mainline ..........

Affiliated Pipelines
Trans Quebec and Maritime Pipeline --------
Great l akes Gas Transm ission Company*
Iroquois Gas Transmission System* —
Northern Border Pipeline Company* ■—  —
Portland Natural Gas Transm ission System*
Tuscarora Gas Transmission* 1

* Operated by T ransCanada



T r a n sC a n a d a  (continued)

> Corporate Vision and Investment Philosophy
-  Become the leading energy infrastructure company in North America
-  Deliver strong financial performance
-  Maximize corporate financial flexibility
-  Execute on the current portfolio of large, attractive projects and initiatives
-  Create and cultivate a high-quality portfolio of future growth opportunities

> Asset Portfolio
-  Natural Gas Transportation

■ 36,500 miles of wholly-owned pipelines connecting North American gas producing basins to 
downstream markets

• 15 billion cubic feet per day (Bcf/d) of natural gas transported in 2007
-  Natural Gas Storage

• 355 billion cubic feet (Bcf) of storage capacity
-  Crude Oil Transportation

■ Keystone Pipeline Project linking growing Canadian oil sands supplies with refineries in the U.S. 
Midwest

• New build, plus conversion of underutilized Mainline capacity 
Power Generation
• Assets in Canada and the U.S.
■ Diverse portfolio of nuclear, natural gas, coal, hydio, and wind

-  LNG
■ Two LNG import terminals in the development phase
• Quebec location on the St. Lawrence River
• New York State in Long Island Sound

-  Marketing

0
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T r a n sC a n a d a  (continued)

Key Facets of Current Portfolio
-  Planned investment of approximately $10 billion in a number of energy infrastructure projects currently under 

construction throughout North America
-  Pipeline Segment

• Approx. nately $5.3 billion of committed capital projects
> Alberta System’s North Central Corridor
> Keystone Oil Pipeline

-  Energy Segment
• Plan to invest more than $4.6 billion in a variety of projects

> Bruce Power, Bruce A Restart and Refurbishment Project
> Halton Hills Generating Station
> Portlands Energy Centre 
>• Cartier Wind

©
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T r a n s C a n a d a  (continued)

>  Future Investments Criteria
-  Select only the very best opportunities and move those initiatives forward
-  Build on existing large and attractive portfolio of projects and investment opportunities in the Pipeline and 

Energy segments
-  Cultivate a portfolio that provides the opportunity to reinvest substantial discretionary cash flow into

opportunities in natural gas and crude oil pipelines, power generation facilities, natural gas storage, and LNG
terminals

-  Capitalize on North America’s increasing demand for cleaner and more efficient energy
-  Continue to deliver strong and sustainable financial returns to shareholders

0
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TransCanada (continued)

>  Financial Structure
-  Current Market Capitalization, $23 billion
-  Long-term debt as of March 31, 2008, $13 billion
-  Detailed 2007 Financial Performance analysis located in Appendix

6
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T r a n sC a n a d a  (continued)
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TransCanada 
Net Income by Segment

2005 
Net Income 

$1,037 Million

2007 
Net Income 

$1,238 Million

2003 
Net Income 
$659 Million

2004 
Net Income 
$857 Million

2006 
Net Income 
$926 Million
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T r a n sC a n a d a  (continued)
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TransCanada 
Capital Expenditures by Segment

2003 Total 
Capital 

Expenditures 
$303 Million

2003

2004 Total 
Capital 

Expenditures 
$395 Million

| 2005 Total 
Capital 

Expenditures 
$647 Million

2006 Total 
Capital 

Expenditures 
$1,349 Million

2007 Total 
Capital 

Expenditures 
$1,671 Million

2004 2005 2006 2007
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T r a n s C a n a d a  (continued)
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F inancial A nalysis O f Potential Owner Companies

>  Producer Project Owners
-  ConocoPhillips
-  BP

©
M U S K
- I  \ \  t II



C o n o c o P h illip s  A s s e t  P o r tfo lio

e

Exploration activities in 23 
countries 

Production activities in 16 
countries
-  Total 2007 production 2.3 million 

barrels per oil equivalent day
-  Including Lukoil and Syncrude

Refineries
-  12 in the U.S.
-  4 in Europe
-  1 in Asia
-  2007 Refining Capacity 2.7 million 

barrels per day (MMbp/d)
. 2.04 MMbp/d in U.S.
• 669 thousand barrels
per day (Mbp/d) Internationa

As of December 31, 2007:
-  Third-largest integrated energy 

company in the U.S.
■ Market capitalization
• Oil and natural gas reserves
• Oil and natural gas production

-  Fourth-largest refiner in the world
-  Sixth-largest worldwide reserves 

holder, non-government-conti oiled 
company

Refined Products Marketing
-  U.S., Europe, and Malaysia
-  Phillips 66, Conoco, 76, and JET brands

Joint Venture Operations
-  DCP Midstream in the U.S., 50 percent Interest

• 63 Natural Gas Processing Plants
• 58,000 miles of natural gas gathering

-  Chevron Phillips Chemical Company, 50 percent 
Interest
• 36 Production Facilities in 7 countries
• 6 Research and Technology Centers

14



CONOCOPHILLIPS (continued)

>  Corporate Vision and Investment Philosophy
-  Exercised a consistent, proven investment strategy that balances allocations of cash flow

• Grow the asset base
• Return capital to shareholders through dividends and share repurchases
• Manage debt

-  Investment allocations are based upon the dynamic industry environment including identification of new 
investment opportunities

-  In the recent past, the company has completed key acquisitions and new investments while reducing 
corporate debt

-  2007 Uses of Cash are summarized in the chart below

Share 
Repurchases, 

$7 Billion

Capital Program 
$12.9 Billion

Divdends and 
Other, 

$2.9 Billion

Net Debt 
Repayment, 
$5.4 Billion
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C o n o c o P h illip s  A s s e t  P o r tfo lio  (continued)

> Financial Structure
-  Current market capitalization, $144 billion
-  Debt as of March 31, 2008, $ 22 billion
-  Long-term debt, $ 20 billion
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C o n o c o P h illip s  A s s e t  P o r tfo lio  (continued)

ConocoPhillips 
Net Income by Segment

2003 2004 2005 2006 2007

B Corporate & Other B Emerging Business B LUKOIL
□  Chemicals □  Midstream □  Refining & Marketing
B Exploration & Production _________________ 1
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C o n o c o P h illip s  A s s e t  P o r tfo lio  (continued)

ConocoPhillips 
Capital Expenditures by Segment

©

2003 2004
lEn.erging Business 
I Corporate & Other 
I LUKOIL

2005 2006
■  Midstream
□  Refining & Marketing
■  Exploration & Production

2007
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BP W orldwide

> Exploration activities in 29 countries

> Over 24,000 service stations worldwide

> Interest in 17 crude oil refineries

> Corporate Vision and Investment Philosophy
-  Continue to support the strong list of projects under development and coming on stream
-  Newly delineated the business into groups to emphasize the key drivers of the business

• Upstream
• Downstream
■ Alternative Energy

-  Investments in alternative energy to provide a focus on technology to support the existing business as well 
as the development of the supply of low-carbon energy for the future
Focus on evaluation of long-term strategy given increased oil prices and the trends in the world economy, 
including the identification of the right opportunities in a challenging marketplace

-  Cash flows from BP’s strong asset base are allowing the company to increase investment in future growth 
and shareholder dividends

-  Returning cash to shareholders through
dividends and buybacks
■ Increased the quarterly dividend 
(March 2008) to 13.525 cents per 
share, compared with 10.325 cents 
per share in 2007, a 16 percent 
increase

* l \ \t II
M U S  K

• $7.5 billion of shares were
repurchased for cancellation in 2007



BP W orldwide A sset Portfolio

> Africa
-  Exploration and Production - Algeria, Angola, and Egypt
-  Refining and Marketing -  Southern Africa
-  Marketing Operations for lubricants, oil and gas products, and solar panels across the continent

> Asia
-  Exploration and Production - China, Indonesia, Vietnam, and Pakistan
-  Chemicals manufacturing - China, the Philippines, South Korea, and Malaysia
-  LNG -  China
-  Joint Venture opportunities in many countries including Kuwait and United Arab Emirates
-  BP Solar-India
-  Lubricants and oil products marketing throughout the region
-  Major retail operations - India and China

>  Australasia
-  Exploration and Production - Australia and New Zealand
-  BP Solar -  Australia
-  Sales and marketing of lubricants and oil products takes place throughout the region
-  Major retail operations in both Australia and New Zealand

> Europe
-  London is where BP’s corporate headquarters are located, and the UK is, therefore, a center for

trading, legal, finance, and other mainstream business functions. The UK is also home to three of
BP's major global research and technology groups

-  Exploration and Production - the North Sea, the UK and Norway, The Netherlands, and Azerbaijan
-  Leader of the Baku-Tbilisi-Ceyhan (BTC) pipeline project
-  Joint Venture - Russia (50 percent ownership of TNK-BP)

©
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BP W orldw ide  A sse t P o r tfo lio  (continued)

> Europe (continued)
-  Refining -  BP owns, or has a stake in nine regional refinery operations
-  Marketing - BP retail sites are a common sight in several European countries and in Germany BP 

markets under the Aral brand
-  Wholesale and retail lubricants and other oil products are sold throughout Europe to both consumers 

and business customers
-  BP Solar-Spain
-  Numerous chemical plants within the region

>  North America
-  Exploration and Production - The BP group is the largest oil and gas producer and one of the largest 

gasoline retailers in the United States, and has significant natural gas production in Canada
-  The largest non-US company on the New York Stock Exchange
-  BP Alternative Energy business operations center - Houston, and solar manufacturing facilities in the 

U.S.
-  Canadian activities focus on the production of natural gas and derivatives
-  Exploration and production work is a core aspect of BP’s presence in Trinidad and Tobago -  where 

BP is a major local producer
-  BP is a major

> South America
-  Exploration and production work is a core aspect of BP’s presence in Colombia and Venezuela
-  In Brazil, BP has a chemicals joint venture and significant solar projects. Elsewhere in South America, 

activities center on the sale of oil, lubricants, and oil products
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BP Debt
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B P  W o r ld w id e  A sset  P o r tfo lio  (continued)

2003 2004 2005 2006 2007

■  Exploration and Production □  Refining and Marketing D  O ther
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BP (continued)

>  Operating Profit by Segment

BP Operating Segment Profit

37000

32000

|  27000 
o
°  22000 </)3
■5 17000
V)

.1 12000

7000

2000

-3000

2003
Total

$18,593
Million

2004
Total

$24,381
Million

384

Total
$29,648
Million

2007
Total

$29,014
Million

.1209

2003 2004 2005 2006 2007

BO ther □R e fin ing  and Marketing BExploration and Production

NOTES: Figures are before tax (EBIT)
BP states Segment Operating Profit on an inventory replacement basis of current pricing
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Company Financial Comparison
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R isk/R eward and Potential Project Return

> Assuming certain percentage of FT committed before investment
-  Revenue Risk is reduced, but not eliminated
-  Some Revenue Upside is lost as the result of likely lower overall negotiated tariff rates for FT shippers
-  Some Revenue Upside is retained as uncommitted operational capacity may be sold to spot shippers

at base tariff rates
-  Some Capacity Risk may be eliminated depending upon the Project Developer’s final technical design 

relative to overall system FT commitments
-  The Project Developer still faces significant risks

• Construction risk -  weather delays, design delays, construction quality issues, 
material/equipment availability delays, etc.

• Capital Cost risk -  raw material costs, labor, interest rate risk
• Operating Cost risk -  depending upon how FT is structured, njgotiated rates will leave 
operational risk with Project Developer

• Credit risk that is assessed based upon the creditworthiness of the companies standing behind 
the FT comm ment

■ Regulatory risk

> Assuming no FT commitment until year 2 of operations
-  Not a valid refv-. jnce case
-  The pipeline project is not likely to be built without throughput commitments, therefore, the risk is 

very, very high for any project sponsor looking to proceed with development in this case

Q
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R isk/R eward and Potential Project Return (continued)

> Assuming all FT sold prior to initial construction
-  If all of the FT capacity on the system is sold prior to initial construction, revenue risk is mitigated
-  Capacity risk is reduced as project can be “right-sized” to meet committed market demand with 

expansion capabilities
-  The Project Developer still faces significant risks

• Construction risk -  weather delays, design delays, construction quality issues, 
material/equipment availability delays, etc.

• Capital Cost risk -  raw material costs, labor, interest rate risk
■ Operating Cost risk -  depending upon how FT is structured, negotiated rates will leave 
operational risk with Project Developer

■ Credit risk that is assessed based upon the creditworthiness of the companies standing behind 
the FT commitments

• Regulatory risk
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P o te n tia l  C o m p a n y  In vestm en t

> Evaluate the potential investment in the Alaska Pipeline Project in the context of each 
company’s investment philosophy, asset portfolio, and financial structure
-  Assess ho1 / investing in the project could impact each company’s financial stability
-  Assess th'i project in light of other likely alternative project investments available to the companies

>  TransCanada

> COP

> BP

©
m u s hS I \ \  I II



P o te n tia l  C o m p a n y  In vestm en t  - T r an sC a n a d a

> Financial Stability
-  In the last five years, net income has doubled and the company has been able to take on additional 

debt, almost doubling long-term debt in the same period
-  The company has also been able to define and capture new opportunities that have provided a solid 

foundation for new equity
-  The “midstream” energy services sector has been in favor with investors
-  More than 60 percent of TransCanada’s equity is held by institutional investors

• Favor predictable, stable returns
• Favor low risk investments for the majority of their portfolios
• Sometimes take on medium to high risk investments, but do so in "small bites”

-  A project the size of the Alaska Gas Pipeline dwarfs cumulative total TransCanada capital spending in 
the last 5 years

-  On a stand-alone basis, at today’s market capitalization, taking on this project will be highly 
leveraging to TransCanada, both positive and negative, in contrast to historical investments
• Would likely require raising additional equity
■ Would likely impact equity returns in the medium-term, dependent upon project timeline and 
cash funding needs

>  Relative to other TransCanada Investments
-  Complements existing Canadian gas pipeline and storage assets, owned by TransCanada and others
-  Long lead time does not provide support for near- to medium-term earnings growth; TransCanada 

would have to identify, consummate, and execute other projects in the interim
-  May provide needed infusion of natural gas liquids into Alberta

• Supports expected supply shortfall in petrochemical feedstock
• May provide some supply to meet heavy crude diluent demand

©
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P o t e n t ia l  C o m p a n y  In vestm en t  - C o n o c o P h illip s

> Financial Stability
-  COP routinely takes on large, medium- to high-risk projects; however, as a large, integrated multi­

national corporation, such higher risk projects are offset by long-term producing reserves, midstream 
assets, and other investments

-  Appioximately 80 percent of COP equity is held by institutional and mutual fund investors that own 
the stock because of the corporation’s ability to manage such risks

-  The capital required for execution of the project is of the same order of magnitude as COP's current 
capital budget

-  In any case, the financial risk of the Alaska Gas Pipeline Project will ride on the shoulders of those 
companies that own or control the majority of the gas reserves in the state
• Companies like BP are used to taking on such risks in return for developing reserves
• Investors in companies like BP expect corporations to take on such risk to develop the reserves, 
but also tru^t the established track record of these companies in assessing and managing 
development risk

> Relative to other ConocoPhillips Investments
-  The COP investment philosophy is based upon allocation of capital
-  COP has been investing in stock buybacks in the last couple of years suggests that management 

views ̂turning recent cash increases to inv estors to be more profitable than investing in additional 
new projects

-  COP likely views the Alaska Gas Pipeline Project as leveraging and important to the company’s future 
reserve position as they have allocated the initial capital to pursue the first phases of the Denali 
project development

e
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P o te n tia l  C o m p a n y  Investm en t  - B P

>  Financial Stability
-  Even larger than COP, BP is one of the largest, integrated multi national jnergy corporations and does take

on medium- to high-risk projects in balance with the corporation’s total portfolio risk
-  The capital required for execution of the project is in line with BP’s current capital budget
-  In any case, the financial risk of Alaska Gas Pipeline Project will ride on the shoulders of those companies 

that own or control the majority of the gas reserves in the state
• Companies like COP are used to taking on such risks in return for developing reserves
• Investors in companies like COP expect corporations to take on such risk to develop the reserves, but 
also trust the established track record of these companies in assessing and managing development risk

>  Relative to other BP Investments
-  Like COP, BP has also been buying back stock
-  BP also invests, as do most large, integrated companies, based upon an allocation model that considers the 

health of each asset sector and the ranking of available projects on a risk/return basis
-  Stock buyback typically signals board confidence in the existing asset base and a preference for returning 

recent cash increases to investors rather than increasing capital spending with additional new investments

©
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Future Performance O f T ransCanada 's 
Canadian Gas A ssets

> TransCanada Gas Pipeline and Storage Assets

> Forecast of future natural gas production in Canada, specifically with respect to 
Western Canadian Sedimentary Basin gas and potential McKenzie Delta gas
-  Forecast of Canadian regional gas demand, including oil sands project demand, based upon likely 

scenarios for the rate of development of those projects and associated natural gas demand
-  Address the status of announced oil sands projects as the result of:

• The impact of ballooning capital costs
• The impact of carbon dioxide (C02) sequestration

>  Evaluation of existing natural gas storage locations and future supply/demand for 
storage

> Future Performance of TransCanada’s Canadian Gas Assets
-  Without Alaska Gas Supply
-  With Alaska Gas Supply

0
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T ransCanada Gas P ipeline and Storage A ssets

> Gas pipeline assets are either 
wholly-owned by or affiliated 
with the parent

> TransCanada’s gas pipeline 
assets are summarized in the 
table at the right

> TransCanada is also general 
partner and a common unit 
holder of TC PipeLines, LP, a 
publicly held limited 
partnership with interests in 
the Tuscarora, Northern Border 
Pipelines and Great Lakes Gas 
Transmission Company

> Specific information associated 
with each of these assets is 
provided in the Appendix -  
Natural Gas Pipelines

|P ip ^ n $ S y rtem  '*~h >. f tw a g f ttd fW»6)
Alberta Svstem 23,498 km 11.1 Bctfd
Canadian Mainline 14,957 km 8.1 Bcf/d
Foothills Svstem* 1,241 km 3.8 Bcf/d
ANR Pipeline 17,000 km 4.0 Bcf/d
GTN 2,174 km 2.2 Bcf/d
North Baja 129 km 0.3 Bcf/d
Tamazunchalc Pioeiine 130 km In service December 2006
* This information includes 2006 data from the B.C. System assets, which were integrated 
with the Foothills System on April 1, 2007.

A ^ e t t tm k p n t

Great Lakes Cias Transmission Companv* 
(53.55% direct; 6.2% indirect ownership) 3,404 km 2.2 Bcf/d

Irouuois Gas 1 ransmission Svstem 666 km 1.1 Bcf/d(44.5% ownership)
Northern Border Pipeline Companv* 2,250 km 2.2 Bcf/d(6.7% indirect ownership)
Portland Natural Gas Transmission Svstem* 474 km 0.1 Bcf/d(61.71% ownership)
Trans Ouebec and Maritimes Pipeline
(TQM)*
(50% ownership)

572 km 0.4 Bcf/d

Tuscarora Gas Transmission*
(1 %  direct; 13.1% indirect ownership) 491 km 0.1 Bcf/d

*Opcrated by TransCanada

0
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Canadian Gas Pipelines

> Alberta System - gathers natural gas for use within the province for delivery to provincial 
boundary points. Connects with
-  Canadian Mainline
-  BC System
-  Foothills System
-  Other pipelines

>  Canadian Mainline -  extends from the Alberta/Saskatchewan border east to the 
Quebec/Vermont border and connects with other natural gas pipeline^ in Canada and the 
U.S.

>  Foothills - carries natural gas for export from central Alberta to the U.S. border serving 
markets in the U.S. Midwest, Pacific Northwest, California and Nevada. Western leg runs 
through British Columbia to connect to Gas Transmission Network (GTN) and the Eastern 
leg runs through Saskatchewan connecting with Northern Border Pipeline Company (NBP)

> Ventures LP -  supplies natural gas in Alberta to the oil sands region and a petrochemical 
complex at Joffre

>  TQM -  transports gas from interconnection with Canadian Mainline at Montreal to Quebec 
City and connects to the Portland system

> Additional background information is located in the Appendix



Gas Storage Overview

>  Canadian Natural Gas 
Storage
-  120 Bcf capacity

• 100 percent owned 
Edson facility
> 50 Bcf capacity
> 725 million 
Standard cubic 
feet per day 
(MMScf/d) 
injection/ 
withdrawal

■ 60 percent owned
Crossalta facility

> 32 Bcf capacity 
(net)

> 288 MMScf/d 
injection/ 
withdrawal (net)

• Contracted storage
v 38 Bcf capacity 
(net)

e
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A Gas Storage • Power Plants 
■  LNG Torminals (Proposed)

Wholly Q̂nydPjfl§linfil
ANR Pipeline i
GTN System —
North Baja —
Foothills/BC ------
Alberta System —

Affilia ltd P.polmot CnnadainMo.nl.no —
T rans Quebec and Maritime Pipeline ■
Great I akes Gas Transmission Company* —  •
Iroquois Gas 1 ransmisston System* -
Northern Border Pipeline Company* ■
Portland Natural Gas Transmission System*
T uscarora Gas Transmission* —

* Ope-nlad by I



Forecast of Canadian Gas Production

> Production by Province

> Western Canada Natural Gas Production Outlook

> Western Canada Gas Demand

>  Alberta Gas Demand

> Alberta Hub and Export Capacity

> Alberta Gas Supply Forecast

> Impact of Oil Sands Project Demand

e
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Production By Province

> The largest proportion of Western Canadian production is from Alberta
-  Alberta produces almost 75 percent o f Western Canadian production

o CM to 00 O CM to CO o CM to CO oo o © © o i — CM CM CM CM CM COo o o o o © o O o o o O O o O oCM CM CM CM CM CM CM CM CM CM CM CM CM CM CM CM

■  Alberta ■  British Columbia □  New Brunswick
■  Newfoundland ■  Nova Scotia ■  Ontario
□  Saskatchewan □  Yukon ■  Northwest Territories

Canadian Natural Gas Production Outlook



W estern Canada Natural Gas Production O utlook

> Forecast of 'jtu re  natural gas production in Western Canada by National Energy Board 
(NEB) completed in November 2007
-  Mackenzie gas production beginning in 2015 at 1.2 Bcf/d with an expansion to 1.9 Bcf/d in 2025

> The NEB has forecast declining Western Canadian gas production despite increases in 
tight gas and coal bed methane production. The NEB forecast is based on flat real Henry 
Hub price of $7.00 per million British thermal units (MMBtu) in 2005 dollars

□  WCSB Conventional 
■  WCSB Shale

■  WCSBCBM

■  NWT - Other

■  WCSB Tight 
□  Mackenzie

Source NEB Canada's Energy Future 2007. Reference and Continuing Trends Case

>  Mackenzie gas, currently 
projected on stream in 
2015 at 1.2 Bcf/d, only 
partially offsets the 
expected production 
dec! ne

>  Shale gas, in 
northeastern British 
Columbia, is a promising 
new trend that is not 
captured in the NEB 
forecast

Natural Gas P.oduction Outlook 
NEB Energy Futures Reference Case and Continuing Trends



W es tern Canada Gas Demand

> Western Canadian natural gas demand grows by almost 1.1 percent per year for the next 
10 years
-  Growth is driven by Alberta demand with 92 percent of increased demand in the next 10 years
-  Demand growth slows in later years of forecast due to continuing energy improvements

40



A lberta Gas Demand

> Industrial demand growth reflects growing natural gas demand for oil sands developments
-  Forecast of oil sands natural gas demand reflects continuing increases in fuel use efficiencies in oil sands 

production at the rate of 1 percent improvement per year, the historical rate of fuel efficiency improvement
-  Total oil sands development natural gas purchases are projected to increase from 0.65 Bcf/d in 2005 to 1.8 

Bcf/d in 2015, despite use of alternative technologies such as coal gasification in some developments
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A lberta Hub and Export Capacity

> Current Alberta Hub supply comes 
from Alberta production and 
northeastern British Columbia 
production

>  Total export capacity out of Alberta 
of 11 Bcf/d post conversion of a 
portion of Canadian Mainline gas 
export capacity to crude service for 
the Keystone Project

>  New gas supply
-  Mackenzie gas will come into the 

northern part of Alberta
-  Alaska gas under the TransCanada 

proposal will come into the Alberta Hub 
at Boundary Lake

>  Available capacity to be utilized for 
Alaska gas will be dependent upon 
projections of local production in 
Alberta and Northeastern British 
Columbia, development timeline for 
Mackenzie gas, and growing Alberta 
demand

Alaska Gas Mackenzie
4 to 4 .5 Bcf/d l r 1.2 to 1.5 Bcf/d

Current 
British Columbia to Alberta 

-1 .0  Bcf/d

' ■—  Alaska Gas Pipeline 

_ _  TransCanada Pipeline

  Alberta Section

a — w w a w

Foothills/BC- GTN 
3.0 Bcf/ci

Foothills/Northern Border 
2.2 Bcf/d
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Proposed A laska Gas P ipeline Route

Alaska Gas Pipeline 

TransCanada Pipeline 

Alberta Section
V ic t o r ia

>  Alaska Gas Pipeline will 
connect with Alberta Hub at 
Boundary Lake and utilize a 
combination of new build and 
pre-build existing pipe to 
allow connection to markets 
in Alberta on the Alberta 
system, Canadian markets 
east of Alberta, and U.S. 
markets in the Midwest, 
Northeast, Pacific Northwest, 
and California
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A lberta Gas Supply Forecast

> Alberta Hub supply consists of local Alberta gas production, anticipated production from 
northeastern British Columbia, Mackenzie gas, and Alaska gas

>  Alberta Hub demand includes Alberta natural gas demand and Alberta export capacity on 
Canadian Mainline and Foothills

Under NEB reference case projections of production and demand, Alberta Hub supply will 
exceed total demand and take away capacity by 0.3 Bcf/d in the first year of Alaska gas 
flows

Reference case forecast is 
a lower production scenario 
than would be projected at 
the higher prices utilized in 
the Alaska gas line 
evaluations
A higher gas price forecast 
would result in higher 
production and require 
additional Alberta gas 
export capacity with Alaska 
gas
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Alberta Natural Gas Supply - Demand Balance
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Future Performance O f Transcanada’S 
Canadian Gas A ssets

> Status of oil sand development
-  Impact of capital costs

• Recent work completely by Muse concluded
> Approximately two-thirds of the bitumen expected will be realized by 2020 due to the 
combination of capital cost increases and oil price predictions

> Bitumen production is likely to be higher if the recent high oil price environment is sustained 
in the medium to long term

> Similarly, bitumen upgrader capacity development will also be impacted; if prices remain at 
relatively high levels, the capacity will likely be developed but project schedules will be 
impacted

-  Impact of C02 sequestrat:on
• The Canadian government has considered various methods to meets commitments under the 
Kyoto Accord

■ Canada’s current government has stated that emissions would be cut by up to 65 percent from 
2006 levels by 2050 and in January 2008 government officials suggested that the focus will be 
on industrial regulation rather implementation of a carbon tax

• In February 2008, British Columbia unveiled a provincial comprehensive tax program aimed at 
curbing emissions of greenhouse gases
> Beginning July 1st, 2008, businesses and residents of British Columbia will be taxed $10 
per metric ton of carbon emitted by fuels such as gasoline, diesel, natural gas, coal, 
propane, and home heating fuel and the tax will increase yearly by $5 per ton to $30 per 
ton in 2012, at which point the government will re-evaluate the tax rate

> The plan is said to be designed to be revenue neutral with income generated returned in 
the form of tax cuts and environmental rebates

©
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Future Performance O f Transcanada’s 
Canadian Gas A ssets

>  Status of oil sand development
-  Impact of C02 sequestration (continued)

• Existing tar sands development is concentrated in Alberta, therefore, the current regulations will 
not impact oil sands development

• Future industrial regulation could impact project costs, but are not likely to impact oil sands 
development
> Near to medium-term disposal is likely focused on injection into geologic reservoirs
v Alberta has a long history of reservoir development, potential for tertiary recovery, and 
available technological resources to implement underground sequestration programs

> Technological advances are also expected to both limit the production of and develop new 
economic uses for such gas streams

e
M I S  I:- i \ i 11



Evaluation of Natural Gas Storage and O utlook

> Existing Canadian gas storage locations
-  TransCanada owns approximately one-third of all gas storage capacity in Alberta
-  Existing Edson and CrossAlta facilities provide much needed flexibility in existing gas delivery 

infrastructure
-  These facilities are expected to remain vital to the region and profitable in the future

> Future supply/de.nand for storage
-  As provincial supply sources shift over time, well-located gas storage capacity will increase in 

importance with respect to maintaining the relative supply/demand balance in the region
-  Continue to realize significant synergistic benefit in association with TransCanada’s Alberta power 

assets
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Future Performance of TransCanada ’s 
Canadian Gas A ssets_________________

> Without Alaska Gas Pipeline

> With Alaska Gas Pipeline
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TRANSCANADA'S 
Canadian Gas A ssets W ithout A laska Gas Supply

0
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> Net Income Forecast

TransCanada Gas Assets 
Without Alaska Gas
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TransCanada ’s 
Canadian Gas A ssets W ith A laska Gas Supply

> Net Income Forecast

0
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TransCanada Gas Assets 
With Alaska Gas
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Overview of Other TransCanada A ssets

> Other pipeline assets

> Power overview

> Keystone

> LNG terminal development-assessment of timing/competitive projects
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TransCanada Other Gas Pipeline A ssets

> ANR - major gas transmission system transporting gas from the U.S. Gulf Coast and Mid­
continent supply areas to northern Midwest markets. Purchased in February 2007

>  GTN System -  consists of GTN and North Baja Systems. GTN links Foothills with Pacific 
Gas and Electric Company’s California Gas Transmission System. North Baja extends from 
southwestern Arizona to the California/Mexico border

>  Great Lakes - owned by TransCanada and TC Pipelines LP. Connects with Canadian 
Mainline at Emerson, Manitoba and serves markets in Midwestern U.S. and central Canada

>  Iroquois -  connects with the Canadian Mainline in New York and delivers gas to customers 
in the northeastern U.S.

> Portland -  connects with TQM to provide gas to customers in the northeastern U.S.

> Tamazunchale -supplies natural gas under a long-term contract with the CFE from facilities 
of PEMEX Gas to an electricity generation station near Naranjos, Veracruz

> Transgas -  Colombia natural gas pipeline

> Gas Pacific/INNERGY -  pipeline extending from Argentian to Chile and industrial gas 
marketing company in Concepcion, Chile

>  Additional pipeline information located in the Appendix
©
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Power Demand and Positioning O f TransCanada A ssets

> Overview
-  History
-  Strategic Goals
-  Summary Description of Assets

> Market
-  Alberta
-  Quebec
-  Ontario
-  NEPOOL
-  NYISO

> Growth
-  Strategic Goals
-  Projects in Development
-  Capital Requirements
-  Growth Assumptions

>  Financial
-  Historical
-  Projections

>  Risk Factors

0
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Power S egment Overview

>  16 Power Plants
-  7,700 MW
-  Primarily low cost base load 

capacity
• Nuclear (32 percent)
• Coal (22 percent)
■ Gas PPA (21 percent i
• Gas Merchant (12 percent)
• Hydro (7 percent)
• Wind (6 percent)

0  Pow.r Plant.

Wholly Owned Pipelines
ANR Pipeline .......
GTN System .......
North Baja ......
Foothills/BC ......
Alberta System .......
Canadain Mainline .......

and Maritime Pipeline 
Great Lakes Gas Transmission Company* 
Iroquois Gas Transmission System* 
Northern Border Pipeline Company* 
Portland Natural Gas Transmission System* 
Tuscarora Gas Transmission*

* Opt'aiwi by TransCanada
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G eneration A sset Summary

> TransCanada is well diversified by type 
of fuel used for generation as well as 
by market

>  Exposure to natural gas fuel type is 
mostly cogeneration which is high 
efficiency and offsets market exposure 
with long-term host steam and power 
contracts

> Capacity with merchant exposure is 
either low cost or located where 
significant capacity is available

©
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G eneration A sset Summary

> TransCanada’s Energy Assets are concentrated in the Alberta supply region and the 
Eastern terminus of their pipeline system
-  Energy assets are positioned to enhance the value of the pipeline system and visa versa
-  Long-term experience in these markets helps to successfully compete in utility RFPs for new projects

> See the Appendix for a summary of each market region and development projects
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Power Projects In Development

>  TransCanada has a strong pipeline of development prospects which will assure growth 
over the next several years

> In Construction
-  Bruce B restart of two units (2010)
-  Portlands Energy combined cycle (2Q 2009)
-  Halton Hills (3Q 2010)
-  Cartier Wind 110 MW

> In Development
-  Quebec Wind RFP 

Future RFPs
Bruce B Refurbishment of New Build

-  Bell Plain Polygeneration
-  Slave River Hydro 

Northern Lights Transmission
-  Cacouna LNG Terminal
-  Broadwater LNG Terminal

>  In Advanced Development
-  Cartier Wind 419 MW
-  Kibby Wind 132 MW (2009 to 2010)
-  Coolidge Generating Station 550 MW Combined Cycle (2011)

Q
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T r a n sC a n a d a ’s  K eysto n e  C rude  P ipelin e  P r o jec t

> Hardisty, Alberta to Wood River and Patoka, 
Illinois, and Cushing, Oklahoma

> 2,148 miles of 30- and 36-inch pipe

> New pipe to be laid in both U.S. and Canada; 
approximately 537 miles of existing Canadian 
Mainline gas pipeline will be converted to crude 
service

> Shippers currently contracted for 495,000 b/d of 
capacity with average term of 18 years

M  U  S  h
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T r a n sC a n a d a ’s K eysto n e  C rude  P ip e lin e  P r o je c t  (continued)

>  Keystone received NEB approval in 2007 for construction and operation of the Canadian 
portion of the project

>  The U.3. Department of State issued a Record of Decision and National interest 
Determination in early 2008

>  In January 2008, ConocoPhillips executed an option to acquire a 50 percent ownership 
interest in the Keystone project. ConocoPhillips has also committed to ship crude oil on 
the pipeline

>  In March 2008, the U.S. State Department issued a Presidential Permit to Keystone 
authorizing the construction, maintenance, and operation of facilities at the United States 
and Canadian border to transport crude oil between the two countries

>  Applications for U.S. regulatory approvals at the state level have also been received 
allowing for the initiation of construction activities

>  The project is on track to achieve an in-service date by the end of 2009

©
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LNG Terminal Development A ssessment O f Projects

>  TransCanada’s LNG focus is on regasification terminals supported by long-term, fee 
for-service contracts

> TransCanada has announced two LNG terminal development projects
-  Broadwater Energy
-  Cacouna Energy

>  In general, many announced North American LNG terminal projects have stalled or 
been cancelled
-  Capital cost escalation
-  Uncertainty of available gas supply
-  Public opposition to terminal site development
-  Lagging North American natural gas price support for imports relative to other LNG import markets 

such as Spain

©
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North A merican Gas Supply and Demand

Competition Issues



North A merican Gas Supply and Demand 
Impacts On TransCanada ___________
> Reserve development along the U.S. Gulf Coast (ANR)

-  Longer load time on deep water development
Recent "finds” and production development has been farther west in the GOM or farther east in the GOM 
relative to ANR mainline origin

-  Expect ANR to transport relatively more gas supplied from the North Texas, Southwestern Arkansas, and 
Northern Louisiana shale plays and relatively lower volumes from offshore GOM in the future

> Reserve development and competition in the U.S. Reeky Mountains
-  Gas producers in tl a U.S. Rocky Mountain region have endured a relatively lengthy period of gas 

oversupply
-  Recent capacity expansions and the development of new gas transmission capacity out of the region (e.g., 

Rockies Express Pipeline) has "uncorked the bottle” and new supplies of Rockies gas are moving eastward 
to supply markets in the upper Midwest
New gas-on-gas competition may result in modifications to long-term historical gas distribution patterns as 
end-use markets adjust to the availability of new sources of supply

>  LNG terminal development and expected supply competition overall
-  LNG terminal development to date has largely been regionalized and limited to U.S. Gulf Coast locations
-  FERC approved 14 new terminal sites between 2002 to 2007, of which are on the U.S. Gulf Coast
-  LNG imports increased steadily from 2002 to 2007 from 0.6 Bcf/d to 2.1 Bcf/d. However, LNG import 

volumes for 2008 are down. Year-to-date LNG imports through March 2008 are 0.8 Bcf/d, reflecting lower 
U.S. gas prices relative to other international markets

-  Supplies of imported LNG will offset pipeline capacity restraints in some areas (such as TransCanada’s 
proposed Broadwater Import Terminal), but will offset production declines from fields in the GOM in the 
longer term IF U.S. gas prices are competitive in pulling LNG supplies from other import markets in Europe 
and Asia
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Tr/  nsCanada ’S Future Earnings



Impact Of A la s k a  Gas Supply O n TransCanada ’s 
Future Earnings_______________________________________
>  Net Income Forecast

-  With Alaska Gas
-  Without Alaska Gas

>  Potential financing, debt and equity, return on equity
-  Financing: Assuming sufficient risk allocation to other parties and barring unforeseen environmental credit

constraints, financing should be available for the Alaska Gas Pipeline Project
• Project risk must be allocated, for example

> Credit Risk to FT shippers
v Construction Risk to EPC contractors and material/equipment suppliers
> Operational Risk to Insurance providers
> Capital Cost Risk to Government Guai^ntee

■ Health of the capital markets could impact timing of the project
-  Debt and Equity

• TransCanada has demonstrated track record with respect to raising equity
• Depending on total amount of equity required, equity partners may be included
• The availability of non-recourse project debt will be a function of project risk accepted by other parties
• Debt holders will require high degree of risk management and risk allocation

0
Si i S  1-
' I  \ M  II



A laska Project Capital Requirements

> Net of anticipated state contribution of $500 million

> Includes Alaska Section, Yukon and British Columbia Section, and Alberta Section 
development and execution capital

-  Excludes G as Treatm ent Plant

> Assumes 30 
percent equity 
during 
construction

TransCanada Capital Requirements Alaska
4500

4000

__________



TC F inancial Forecast

>  Canadian Pipelines
-  Under the current regulatory environment, the primary factor in projected pipeline earnings is increased or 

continued capital investment above the rate of depreciation
-  Earnings are not impacted by changes in throughput levels or changes in contract levels
-  With the exception of the Alberta System, earnings contributions from Canadian Pipelines is expected to be 

in long-term decline despite continuing negotiations with the NEB for increased return on equity rates
-  Continuing investments in the Alberta System will maintain the rate base and result in continued increases 

in equity earnings

> U.S. Pipelines
-  Earnings contribution from U.S. pipelines is projected to increase due to increasing capital expenditure, 

growing volumes in end-use markets, and differences in regulatory environment
-  FERC regulated tariffs offer higher equity returns
-  The systems are permitted to discount or negotiate tariffs on a non-discriminatory basis

> Energy
-  Current operating projects and projects in construction will continue to increase earning from this business 

segment
-  Identified development opportunities will provide continued growth into the next decade

>  New Projects
-  Keystone Pipeline 

Mackenzie Gas
-  LNG development
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Net Income W ithout A laska  Gas
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Net Income W ith A laska Gas
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TransCanada  Financial performance

Financial Performance (Canadian Dollars)
-  2007 net income and net income from continuing operations of $1.223 billion ($2.31 per share)

• Compares to net income of $1,079 billion ($2.21 per share] and net earnings of $1,051 billion ̂2.15 
per share) in 2006

• Increase of 7 percent on a per-share basis in 2007
-  Comparable earnings of $1,107 billion or $2.09 per share in 2007, compared to $925 million or $1.90 per 

share for 2006
• Comparable earnings grew by 10 percent on a per-share basis in 2007
• Comparable earnings per share increased at a compound average annual growth rate of 8.6 percent, 
from $1.08 per share in 1999 to $2.09 per share in 2007

-  Funds generated from operations increased to $2,621 billion in 2007
• Increase of $243 million or 10 percent above 2006 performance

-  Quarterly dividend on the company’s common shares increased for the 8th straight year -  2007 increase of
6 percent to $0.36 per share, or $1.44 per share on an annualized basis
Raised $1.725 billion in common equity in 2007 through a public offering to help fund the ANR acquisition, 
the largest fully-funded subscription receipts transaction in Canadian history

-  Initiated a 2 percent discount on common shares issued under the corporation's dividend reinvestment and 
share purchase plan; 30 percent participation rate and common equity raise of over $150 million in 2007

-  Sold U.S. $1 billion of 30-year senior notes
-  Issued U.S. $1 billion of junior suuordinated notes, both at very competitive market rates reflective of ‘A’ 

credit ratings
In the last 8 years
• TransCanada invested approximately $18 billion in value-creating pipeline and energy growth 
opportunities

• Funds generated from operations grew at a compound average annual growth rate of 12.2 percent 
from $1 billion to $2.6 billion

-  Compound average annual total shareholder return of approximately 21 percent
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C o n o c o P h illip s  F in a n c ia l  p e r fo r m a n c e

Selected Financial Data
Millions o f Dollars (except per share amounts)
________________ 2007 2006 2005 2004 2003

Sales/Operating Revenue 187,437 183,650 179,442 135,076 104,246
Income/Continuing Ops 11,891 15,550 13,640 8,107 4,593
Net Income 11,891 15,550 13,529 8,129 4,735
Net Income per Common Share, Basic 7 10 10 6 3
Total Assets 177,757 167,781 106,999 92,861 82,455
Cash Dividends per Common Share 1.640 1.440 1.180 0.895 0.815

Source : COP A nnua l Report
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BP F inancial performance

Selected Financial Data
Millions o f Dollars (except per share amounts)

2007 2006 2005 2004 2003

Net Cash From Operations 24,709 28,172 26,721 23,378 16,303
Replacement Cost Profit, EBIT 29,014 35,346 29,648 24,381 18,593
Earnings Per Share 6.47 4.31 6.22 4.26 2.75
Dividends 2.54 2.3 2.09 1.66 1.53

Source: BP Annual Report, Standard & Poor's Siock Report May 2008
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A ppendix -  Natural Gas Pipelines
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T r a n s C a n a d a  A lb e r t a  S ystem  O v e r v ie w

>  The Alberta System gathers natural gas for use within the province for deliveryto provincial 
boundary points for connection with
-  Canadian Mainline
-  BC System
-  Foothills System
-  Other pipelines

>  100 percent owned by TransCanada

>  One of the largest carriers of natural gas in North America (23,186 km)

>  Regulated by the Alberta Energy and Utilities Board (EUB) primarily under  the provisions 
of the Gas Utilities Act (Alberta) (GUA) and the Pipeline Act (Alberta)
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T r a n sC a n a d a  M a in l in e  O v e r v ie w

> Extends from the Alberta/Saskatchewan border east to the Quebec/Vermont border and 
connects with other natural gas pipelines in Canada and the U.S. 

The Canadian Mainline is regulated by the National Energy Board (NEB)
-  Sets tolls which provide TransCanada the opportunity to recover projected costs of transporting natural gas 

and provide a return on the Canadian Mainline’s average investment base
-  New facilities are approved by the NEB before construction begins and changes in investment base, the rate 

of return on common equity, the level of deemed common equity and the potential for incentive earnings are 
overseen by the NEB
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AN R  Pipeline

>  TransCanada purchased ANR in February 2007

> ANR is a major gas transmission system transporting gas from the U.S. Gulf Coast and 
Mid-Continent supply areas to northern Midwest markets
-  Supply areas include offshore GOM shelf and deepwater, onshore Louisiana, West Texas, Kansas, 

and Oklahoma
-  Market areas include Wisconsin, Michigan, Illinois, Ohio, and Indiana
-  ANR assets complement TransCanada’s other systems, in particular Great Lakes Pipeline
-  Other pipeline interconnections provide access to gas supplies from Western Canada and the U.S 

Rockies

>  ANR owns significant storage capacity in Michigan 235 billion cubic feet (Bcf) that 
allows for peak day system deliveries of 7.1 Bcf/d. Approximately half of ANR’s peak 
day deliverability comes from storage capacity
-  Gas storage capacity in ANR’s market areas allows for more level demand load for gas through 

winter/shoulder/summer seasons

©
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T r a n s C a n a d a  Fo o th ills  O v er view

>  The Foothills natural gas transmission system carries natural gas for export from central 
Alberta to the U.S. border serving markets in the U.S. Midwest, Pacific Northwest, 
California and Nevada

> Annual deliveries of natural gas on the Foothills System totaled 1,403 billion cubic feet 
(Bcf) in 2006, compared to deliveries of 1,372 Bcf in 2005

>  The Western leg of the Foothills System, the B.C. Zone, runs from Caroline, Alberta along 
the foothills of the Rocky Mountains through the Crowsnest Pass to Kingsgate, B.C., 
connecting with Gas Transmission Northwest (GTN) in Idaho

> The Eastern Leg of the Foothills System, the Saskatchewan Zone, runs from Caroline, 
Alberta south-easterly across Alberta and Saskatchewan to the Canada/U.S. border 
through Monchy, Saskatchewan connecting with Northern Border Pipeline Company in 
Montana

> The Foothills System is regulated by the National Energy Board (NEB).
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>  Has been transporting natural gas to Western energy markets safely and reliably for more 
than 40 years

> Length of System: 612 miles

> Location of Pipeline: Begins at British Coiumbia-ldaho border, extends through northern 
Idaho, southeastern Washington and central Oregon, and ends at the Oregon-California 
border
-  Interconnects

■ TransCanada's BC System at Kingsgate, British Columbia
■ Williams (Northwest Pipeline Corporation) at Spokane and Palouse, Wash., and at Stanfield, Ore.
• Pacific Gas & Electric Company and Tuscarora Gas Transmission Company at Malin, Ore
• Multiple taps also connecting to Avista Corporation and Cascade Natural Gas

-  Gas Sources
• Western Canada -  primary
• U.S. domestic gas supplies at Stanfield, Ore.

-  System Capacity
• Transport - more than 2.9 billion cubic feet of gas a day (Bcf/d)
■ Deliveries

> More than 2.1 Bcf/d can be delivered to California
> Up to 1 Bcf/d to the Pacific Northwest (though typical deliveries there are 600-700 million cubic 
feet a day)

• 12 compressor stations (5 stations have three units, 7 stations have 2 units), spaced 50 to 60 miles 
apart along the pipeline, providing approximately 513,400 horsepower (ISO).

T r a n sC a n a d a  G T N  S ystem  O v e r v ie w
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T r a n sC a n a d a  GTN S y stem  O v e r v ie w  (continued)

> Services
-  Transportation of natural gas, both firm and interruptible.
-  Parking: Customers can store gas in pipeline.
-  Lending: Customers can borrow gas from inventory and return it later.
-  Customers can conduct transactions via Internet portal
-  Market centers: Customers can move gas into and out of their own "paper pools" to increase flexibility in the

purchase and sale of gas.

>  Customers
-  More than 45 companies receive firm transportation under long-term contracts
-  Firm and interruptible transportation is also provided for more than 100 producers, marketers, electric and gas 

utilities, and other end-users, many of whom use firm capacity acquired through capacity release.
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T r a n sC a n a d a  N o r th  B a j a  S ystem  O v er view

> Partners - TransCanada GTN System and Sempra Energy International

>  220-mile natural gas transportation pipeline serves the growing energy demand in Baja 
California, Mexico and portions of Riverside, Imperial and San Diego Counties in California.
-  Began initial service on September 1, 2002, with an initial capacity of 200 million cubic feet per day
-  Completion of the pipeline's 21,000-horsepower compressor station in December of 2002 brought the 

pipeline’s capacity to 500 million cubic feet in December 2002
-  36/30-inch pipeline
-  Route: 80-mile U.S. segment (owned by TransCanada) and a 140-mile Mexican segment (Sempra Energy 

International)

> Origin: Interconnection with El Paso Natural Gas Co. near Ehrenberg, Arizona

> Destination: Interconnection with the Transportadora de Gas Natural (TGN) Pipeline which 
runs from an interconnect with SDG&E at the U.S./Mexico border south of San Diego to the 
Presidente Juarez Power Plant in Rosarito, Baja California

> North Baja Pipeline Expansion Project
-  Will allow natural gas ari /ing at terminals in Mexico from the western Pacific Rim to be delivered into 

California and other southwestern U.S. markets, providing an entirely new natural gas supply basin for the 
region

-  Will consist of 42- and 48-inch welded steel pipeline built immediately adjacent to the one installed in 2002



> TransCanada’s Tamazunchale pipeline is a 3o-inch, 130-kilometre pipeline that extends from 
the facilities of PEMEX Gas near Naranjos, Veracruz

> Supplies natural gas under a long-term contract with the CFE to an e.ectricity generation 
station near Tamazunchale, San Luis Potosi

> Began commercial service on Dec. 1, 2006 and initially transporting 170 MMScf/d

> The Tamazunchale Pipeline is owned and operated by Transportadora de Gas Natural de La 
Huasteca (TGNH), a wholly owned subsidiary of TransCanada

TransCanada Tamazunchale System Overview  ______
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TransC anada TC Pipelines, LP O verview
> TC PipeLines GP, Inc, a wholly-owned subsidiary of TransCanada, is the general partner of 

TC PipeLines, LP, a United States growth-oriented Master Limited Partnership

> TC PipeLines, LP was formed by TransCanada to acquire, own and actively participate in the 
management of U.S.-based natural gas pipelines and related assets

> TC PipeLines, LP owns:
-  A 50 per cent interest in Northern Border Pipeline Company which owns a 1,249-mile interstate pipeline 

system that transports natural gas from the Montana-Saskatchewan border to markets in the Midwestern 
United States

-  Or controls a 99 per cent interest in Tuscarora Gas Transmission Company, which owns a 240-mile interstate 
pipeline system that transports natural gas from Oregon (where it interconnects with TransCanada's GTN 
System, to northern Nevada).

-  A 46.45 per cent interest in Great Lakes Gas Transmission Limited Partnership, which owns a 2,115-mile 
interstate pipeline system that transports gas from Emerson on the Manitoba-Minnesota border to St. Clair on 
the Michigan-Ontario border.
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TransCanada Gas Storage Overview

> Non-regulated Gas Storage
-  One of the largest natural gas storage providers in North America with approximately 360 Bcf of storage 

capacity

> Non-regulated gas storage business owns or controls approximately 130 Bcf of capacity
-  Approximately one-third of all storage capacity in Alberta

■ Wholly-owned 50-Bcf Edson, Alberta Facil.ty with contracted long-term capacity of approximately 30 Bcf 
from a third party

• 60 per cent interest in CrossAlta Gas Storage & Services Ltd., operatin a 50-Bcf storage facility near
Crossfield, Alberta

> Regulated gas storage business
-  ANR Storage Company operating in the U.S.
-  Serves the TransCanada Pipeline Segment and provides firm and interruptible natural gas storage services to 

customers on the Great Lakes Gas Transmission and ANR Pipeline systems
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Mackenzie Gas Pipeline

> The Mackenzie Gas Pipeline is a 
proposed pipeline project to bring gas 
from Inuvik, Northwest Territories to the 
northern border of Alberta where it will 
connect with the Alberta System

> TransCanada agreed to finance the 
Mackenzie Valley Aboriginal Pipeline 
Group’s (APG) one third equity share in 
pre-development project costs
-  Through the end of 2007, TransCanada had 

advanced $137 million
-  Although total amount constitutes a loan to 

APG, there is no recourse should the project 
not proceed

-  TransCanada will be repaid out APG’s share 
of equity returns in t'̂ e project

-  TransCanada also holds and option to acquire 
5 percent equity in the project at the decision 
to construct

-  TransCanada also gains rights of first refusal 
on 50 percent of any divestitures an option to 
obtain a one-third interest in expansion 
oppoitunities once APG reaches its one-third 
equity share
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A ppendix - LNG
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B roadwater Energy

> The project is a joint venture with Shell and will be located offshore New York State in 
Long Island Sound
-  Designed with capabilities to receive, store, and regasify imported LNG
-  Average natural gas design send-out capacity is approximately 1 billion cubic feet per day (Bcf/d)
-  Significant economic incentives exist for the delivery of new gas supplies into the New York regional 

natural gas market

> The project has been approved by FERC, but subsequently issues related to the 
project’s environmental impact have been raised
-  In March 2008, after three years of review, FERC unanimously approved the construction and operation 

01 the project subject to the operator adopting more than 80 mitigation measures to enhance safety and 
security and to ensure that the project has limited environmental impacts.

-  In April 2008, The New York State Department of State (NYSDOS) issued a negr‘:' e consistency 
determination in Broadwater Energy's Coastal Zone Management Act application, finding the project as 
designed is not consistent with the state’s coastal zone policies.
■ NYSDOS was a cooperating agency in the development of the environmental impact statement 
(EIS) for the project along with: the Department of Homeland Security, the U S. Coast Guard, the 
U.S. Army Corps of Engineers, the U.S. Environmental Protection Agency, the National 
Oceanographic and Atmospheric Administration, and the National Marine Fisheries Service. The 
EIS was considered as part of the FERC approval process for the project.

■ In late April, Broadwater Energy initiated the first step in preparation for an appeal to the U.S. 
Department of Commerce regarding the New York State Department of State (NYSDOS) Coastal 
Zone Management Act determination. Broadwater filed a request with the Federal Energy 
Regulatory Commission (FERC), as the lead agency for the Broadwater project, to consolidate the 
record for the project. The ‘consolidated record’ includes all relevant information from FERC and 
other permitting agencies and will be submitted in conjunction with Broadwater’s appeal to the 
Department of Commerce.
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Cacouna Energy

> The project is a joint venture with Petro-Canada and will be located at Gros Cacouna
Harbour on the St. Lawrence River in Quebec
-  Designed with capabilities to receive, store, and regasify imported LNG
-  Average natural gas design send-out capacity is approximately 500 MMcf/d
-  Significant economic incentives exist for the delivery of new gas supplies into the New York regional

natural gas market

> Current project status is uncertain
-  Anchor supply for the development of the Cacouna Energy (Cacouna) LNG regasification terminal 

was to be supplied from Gazprom’s Baltic LNG project.
-  On February 7, 2008 Gazprom’s management comr .ittee decided not to pursue the proposed Baltic 

LNG project.
-  In addition, gas supply shortages, capital cost pressures, excess North American regasification 

capacity, and world-wide natural gas economics have put a strain on the development of LNG import 
projects in North America.

-  At present, the project proponents are reported holding discussions to evaluate different options for 
the site and a public announcement will be made once a decision is reached. At this point, no 
announcements have been made as to the long-term outlook for Cacouna.
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TransCan ad a  Power Overview

> Bruce Generating Station
-  Owns 31.6 per cent of Bruce B, consisting of operating Units 5 to 8 with approximately 3,200 MW of 

generating capacity
-  Owns 48.7 per cent of Bruce A, consisting of operating Units 3 and 4 with approximately 1,500 MW of 

generating capacity and currently idle Units 1 and 2 with approximately 1,500 MW of generating capacity, 
which are currently being refurbished and are expected to restart in late 2009 or early 2010.

> Cartier Wind Energy has agreements for wind power projects totaling 740 megawatts (MW) of 
capacity
-  Located in the Gaspesie-lles-de-la-Madeleine region and the Regional County Municipality of Matane in the 

province of Quebec
-  The assets related to the projects are indirectly co-owned by TransCanada (62 per cent) and Innergex II 

Income Fund (38 per cent)

> Portlands Energy Centre (PEC) is a high-efficiency, combined cycle natural gas generation 
plant located in downtown Toronto, ON
-  Scheduled to begin supplying power in the summer of 2008 under a 20-year contract with the Ontario Power 

Authority
-  550-MW plant is owned by PEC, a limited partnership of TransCanada and Ontario Power Generation

> TransCanada also has rights to electricity generated by the following
-  560-MW, Sundance A power plant (100 per cent)

706-MW Sundance B plant (50 per cent)
-  756-MW Sheerness plant (100 per cent).
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H istorical G rowth In Generating Capacity______________

> TransCanada has built a significant power asset portfolio which has grown at a 34 percent 
compound annual growth rate (CAGn) over the past 8 years

G e n e ra t in g  C ap ac ity
(M egaw atts) 7,718 7,718

Under construction 

Operating

4,667 4,736

754

99 00 01 02 03 04 '05 ’06 07E
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Source: TransCanada Investors Day Presentation November 21, 2007
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A lberta Market

> Alberta is a deregulated market and pool prices tend 
to be very volatile

> TransCanada’s resources match the market average

> Exposure to natural gas volatility is mitigated by 
natural gas capacity being cogeneration which 
produces much lower cost power due to higher 
efficiency

> Natural gas assets strategic ally complement pipeline 
and storage assets in the same market
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Alberta Key Statistics

2007 Demand 9,580 MW

2007 Resources 10,698 MW
2007 Reserve 
Margin 11.7%

Forecast Demand 
Growth Rate 3.3%/Yr

Forecast 2011 
Reserve Margin 11.3%

Alberta Power Generation 
by Fuel Type

Hydro Nuclear
■  Alberta Generation

Coal Natural Gas
ITransCanada Capacity



Ontario m arket
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Ontario is a very low cost market due to the 
high percentage of nuclear and hydro 
capacity
TransCanada assets are more weighted to 
low cost nuclear than die market average
Natural gas capacity is under long-term 
contract which assures stable cash flows
Natural gas assets strategically 
complement pipeline assets in the market

Ontario Key Statistics t

2007 Demand 25,423 MW

2007 Resources 28,727 MW

2007 Reserve Margin 13.0%
Forecast Demand 
Growth Rate 2.0%/Yr

Forecast 2011 
Reserve Margin 17.0%

Ontario Power Gent ation 
by Fuel Type

I J
Hydro Nuclear Coal Natural Gas

(Ontario Generation BTransCanada Capacity
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Q uebec Market

> Quebec is dominated by low cost hydro 
capacity

> All assets are under long-term contract 
which assures stable cash flows

Quebec Markets
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Quebec Key Statistics

2007 Demand 35,569 MW

2007 Resources 39,597 MW j

2007 Reserve Margin 11.3%

Forecast Demand 
Growth Rate 0.6%/Yr

Forecast 2011 
Reserve Margin 10.0%

Quebec Power Generation 
by Fuel Type
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Nepool Market

a

TransCanada has a high percentage of low 
cost hydro capacity

Capacity payments are available in this 
market which provide some insulation from 
market volatility

Natural gas capacity is subject to reliability 
capacity payments due to its location in a 
transmission constrained zone
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NEPOOL Power Generation 
by Fuel Type

NEPOOL Key Statistics

2007 Demand 27,041 MW

2007 Resources 31,053 MW

2007 Reserve Margin 14.8%

Forecast Demand 
Growth Rate 2.3%

Forecast 2011 
Reserve Margin 9.2%
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Hydro Nu.luar Coal Natural Gas

■  NEPOOL Generation IT ransCanada Capacity



Nyiso Market

> The recent acquisition of the 2,800 MW 
Ravenswood Station is the only 
TransCanada asset in the NYISO market

> The high exposure to natural gas is 
mitigated by a location within Zone J 
(New York City) which is a supply 
constrained zone dominated by natural 
gas fueled stations
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NYISO Key Statistics
2007 Demand 32,541 MW
2007 Resources 40,897 MW
2007 Reserve Margin 25.7%
Forecast Demand 
Growth Rate 1.1%/Yr

Forecast 2011 
Reserve Margin 18.5%

NYISO Power Generation 
by Fuel Type
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