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In business to deliver

450 -1 Street SW

Calgary, Alberta T2P 5H1

Direct Phone: (403) 920-5052

Email: robert_tarvydas@transcanada.com

November 10, 2015

National Energy Board Filed Electronically
517 Tenth Avenue SW
Calgary, Alberta T2R 0A8

Attention: Ms. Sheri Young, Secretary of the Board
Dear Madam:

Re: TransCanada PipeLines Limited (TransCanada)
Section 58 Application for the Vaughan Mainline Expansion Project (Project)

TransCanada applies under section 58 of the National Energy Board Act (Act) for approvals to
construct and operate the following facilities and for exemption from sections 30(1)(a) and 31 of
the Act:

e approximately 11.7 km of 1067 mm (NPS 42) pipeline

e atie-in into TransCanada’s approved 914.4 mm (NPS 36) King’s North Connection (KNC)
project

e atie-in into TransCanada’s existing Line 200-2, 914.4 mm (NPS 36) pipeline
e atie-in to TransCanada’s existing Line 200-3, 1067 mm (NPS 42) pipeline
e associated facilities

The Project is necessary to meet aggregate service requirements starting November 1, 2017.
Therefore, TransCanada must start construction of the Project no later than October 1, 2016 to
have the facilities completed and in-service by November 2017. Accordingly, TransCanada
requests that the Board issue a decision on the Application by August 2016 to allow sufficient
time to prepare for construction and comply with any pre-construction conditions that the Board
may order, as well as to construct and place the pipeline into service.

As part of on-going engagement, TransCanada continues to work with landowners to address
outstanding concerns regarding the proposed routing and potential impacts of the Project. As a
result, TransCanada elected not to utilize the Board’s Online Application System for this
Application. TransCanada therefore requests that the Board establish a formal written process
and schedule for consideration of the Application to provide interested parties an opportunity to
make submissions and for TransCanada to respond in order to ensure the Board has the
information necessary for adjudication of the Application. TransCanada also respectfully
requests that when the Board issues its letter concerning legislated time limit and decision on
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process, that it also provide its details about the process and timelines.

As noted in the attached Environmental and Socio-Economic Assessment, information with
respect to the location of species at risk and species of special conservation concern is being
provided under separate cover in order to support protecting information concerning vulnerable
and endangered species.

On filing this Application, TransCanada will notify landowners, First Nations and Métis
communities and organizations, municipal stakeholders identified in Sections 7, 8 and 9 of this
Application, and the Tolls Task Force.

Please direct all communication regarding this Application to:

Trishna Wirk Ryan V. Rodier

Regulatory Project Manager Senior Legal Counsel

TransCanada PipeLines Limited TransCanada PipeLines Limited

450 — 1 Street SW 450 - 1 Street SW

Calgary, Alberta T2P 5H1 Calgary, Alberta T2P 5H1
Telephone:  (403) 920-5892 Telephone: (403) 920-2977
Facsimile: (403) 920-2347 Facsimile: (403) 920-2310

Email: trishna_wirk@transcanada.com Email: ryan_rodier@transcanada.com
Yours truly,

TransCanada PipeLines Limited

Original signed by

Robert Tarvydas
Vice-President, Regulatory Affairs

Enclosures

ccC. Distribution List
TransCanada Mainline Tolls Task Force



TransCanada PipeLines Limited
Vaughan Mainline Expansion Project Contents

TABLE OF CONTENTS

CONTENTS .ottt e et s bbbttt s et ss et s st |
TaDIE OF CONLENTS......viiieiie ettt sr e nbe e e i

[ A0 Y o] 1= o o= S iv

LISE OF FIQUIES ..ttt sttt bttt et sneesbe et v

LISE OF TADIES ...ttt bbb %
GHOSSANY ...ttt bttt ettt b ettt re e be e b b e b e nreas GL-1

1.0  VAUGHAN MAINLINE EXPANSION PROJECT ......ccecetiiiieiicieieieieeeesieie e I
N o] 0] TV | USSR ii
Vaughan Mainline EXPansion PrOJECT ........cccueviiiiiieiieiieie e i
Purpose and JUSEITICATION .........cveiiiiieecie e iii
Transportation Services and TOHIS .......cccooiiiiiiii e i
APPHCAION CONENT.......oivieiicie e ra e e e sreeee s iii
SUPPOITING MALEIIAL ..ot v

Relief REQUESTEA ......cveeie et e e aeenaenns iv

2.0 FILING MANUAL CHECKLIST ..ottt sttt sesesesnas 2-1
3.0 PROJECT JUSTIFICATION ..ottt esss st s et sssnssssesesesasannes 3-1
3.1  Supply, Markets and TranSportation.............ccccevvvevueieesieresieese e e e 3-1

311 INEFOTUCTION ... e 3-1

3.1.2 Gas SUPPlY ASSESSMENL ........cceeieirieiiiie e 3-2

3.1.3 MATKELS ... 3-3

3.14 Upstream Pipeline Development ............cccccvevviieiecveevie e, 3-3

3.15 NEW SErvVICe REQUESES........citieiiiieieieerie e 3-4

3.16 TUMDACK ..o 3-6

3.1.7 TEIM UP oo 3-6

3.1.8 Impact on Mainling TollS........c.ccceoveiiiiice e, 3-6

3.1.9 SUMMEBIY .. 3-7

3.2 Notification of Commercial Third Parties ..........c.ccoovvvvrininieneneni s 3-7

3.3 SYSIEM DESIGN ..ttt bbb 3-7

3.3.1 Description of the Proposed FacilitieS...........cccooveviiveiieiecnene, 3-7

3.3.2 Facility Purpose and Operation...........ccoovveeeeenenenenesiseseenns 3-7

3.3.3 Design ConditioNS........cceevviieiieie e 3-8

3.34 Capability Impact of the Proposed Facilities..............ccoceovrnneee. 3-8

3.35 Transportation by Others ........cccccvveiieii e 3-8

3.3.6 UPStream CapaCity.......cccooererieiieieieesiese e 3-8

3.3.7 Alternatives ConSIAEred.........ccooviiiiiinieiieiene s 3-9

3.3.8 Facility AIEINALIVE ........ccooviiiiei e 3-9

3.3.9 Pipe Size AREINALIVE.........ccoovei e 3-9

34 FINANCING .ttt ettt et bbb 3-9

November 2015 Page i



TransCanada PipeLines Limited

Contents Vaughan Mainline Expansion Project
4.0 ENGINEERING ...ttt sttt 4-1
4.1 ROULING OVEIVIEW .. .ottt bbbt 4-1
4.1.1 ROULING SEIECLION......cooivieicc s 4-1
4.2 GAS COMPOSITION. ....eiiiiiiiiieiieieie ettt 4-6
4.3 Pipeline FacilitiesS DeSCIIPLiON .........cccveveiieiieie e 4-6
A4 IMBLEIING ...ttt b e bbb bbbt 4-8
4.5  Supervisory Control and Data Acquisition SyStem ...........cccccevvveveiiieieenenn, 4-8
4.6  OVErpressure ProteCTION. .......ccciiiiiiiieieieie et 4-8
4.7  PIpeling INTEgrity....cccvciieie e 4-10
4.8 Class LOCAtioN ASSESSIMENT......ccuiieriieiesiiesieeieseesiee e sieesee e ssee e sneesees 4-11
4.9  Welding TeChNOIOQY ......ccvviieieiiesiece et 4-11
410 GeOteChNICAl ..o s 4-12
411  WaterCOUISE CrOSSINGS......eiveireereiriesieerieseesseeseaseesseessesseesseessesseesseessessessses 4-12
4.12 Engineering Design Standards...........ccoceeieiiiieneeneiie e 4-12
412.1 Standards and Specifications ...........cccccveveiieiieeve e 4-12
4.12.2 TransCanada Standards Applicable to Materials and

CONSEIUCTION ... 4-13

4.12.3 TransCanada Specifications Applicable to Materials and
CONSEIUCTION ...t 4-13
5.0 CONSTRUCTION ..ottt ettt s st s s s st es s e sses 5-1
5.1 Construction TECANIQUES .....ccveivieiiieieeiie et 5-1
5.2 Inspection Techniques and FrEQUENCY ........covvveveereiie e 5-2
5.3  Major Milestones for Project CONSLrUCLION. .........cccuvieeiierieiienieeie e 5-2
6.0 OPERATIONS ...ttt ettt et s et ss bbb ns e 6-1
6.1  Operating Standards and Documentation ............cccceevveveeiiesieeresiieseese e 6-1
6.1.1 Emergency RESPONSE........cociiiiiiiiiiie e 6-1
6.1.2 Security Management Program............ccccevveveerieseeneeseeseesieennenns 6-2
6.1.3 Health, Safety and Environment............ccccocoeeveveeve e 6-2
6.1.4 Operating ProCeAUIES...........oiiierereiieiesieee e 6-2
6.1.5 Public AWareness Program.........ccccecvevveieeieeieeseesie e see e 6-3
6.2  Control System FaCilitieS.........ccooeiiiiiiiiiieee s 6-3
6.2.1 1SOIAtION WVAIVE ... 6-3
6.2.2 EMErgency SYSIEMS ........cocviiiiiiiiiiieeeee e 6-4
6.3  Decommissioning, Abandonment and Site Reclamation.............c.ccccccveueenee. 6-4
7.0 LAND MATTERS ..ottt sttt 7-1
7.1 General Land INfOrmation..........cccccveeiieiieneiie e 7-1
7.2 Identification of Landowners and OCCUPANTS .........ccceevvviieiveriesiiesieerie e 7-1
7.3 Permanent and Temporary Land Requirements ..........c.ccooeverenenenienenieenns 7-2
7.4  Valve Site and Launcher and Receiver Lands.........c.cccooveveveeieevieiiec e 7-3

Page ii

November 2015



TransCanada PipeLines Limited

Vaughan Mainline Expansion Project Contents
7.5  PIPEINE CrOSSINGS. ...cvitiiiitiitieieeiieiet ettt sttt b et 7-3
7.6 Cathodic Protection Land ReqUIremMents ..........ccceevveieeieevieseesesie e 7-3
7.7 Stockpile Sites and CONractor Yards ..........ccocevvrererienienieniesie e 7-4
7.8 Process for Acquiring Land RightS.........cccoceiieiiiiiiiec e 7-4
7.9  Proposed Land ACQUISITION PrOCESS........ccciviiiriiriniisinesieeee e 7-4
7.10 Compensation for Land RightS..........ccceiviiiiieieiic e 7-5
00 R B T 14T To [ PP O PSPPSR 7-5
T.02  SUIVEY ACCESS ..eiiiuiiieiiiiesietesieaesiteeasstaeastsessstaeessbaeesbaeessbeeesnbeeesnbeeesnbeeennseeans 7-5
7.13  Landowner Consultation and CONCEIMNS..........cevveriereereerieneeseseeseeseeeee e 7-6

7.13.1 Landowner Consultation ACLIVItIES ........c.cvvveeereieneienisesene 7-6
7.13.2 Landowner CONCEINS .......ccuveeeiiereeieseesieeie e sieeee e sneeneesneenes 7-7
7.14  Section 58 Application NOLICE .........ccccveiiiie i 7-8
7.15  ONQOING CONSUITATION ..ot 7-8

8.0 STAKEHOLDER ENGAGEMENT ..ottt nsenes 8-1
8.1  PrinCiples and GOalS ........cccevueiieieeieiie e 8-1
8.2 Design and MEthOd ..o s 8-1

8.2.1 Identification of Stakeholders and Development of
Notification Materials...........ccooereiiniinii e 8-2
8.2.2 Notification and ENngagement ............ccccovveveieeveeiesiese e 8-2
8.2.3 Transition t0 OPEratioNnS ........cccooveeveereerenie e 8-3
8.3  Identification of Stakeholders..........cccoveiiiiiiiiiii 8-3
8.4 Engagement TooIS and ACHVITIES ........cccceiiriieiiiie s 8-4
8.5  Preliminary Stakeholder Notification and Engagement .............cccocvevvenenne. 8-4
8.5.1 Preliminary Meetings and Engagement with Municipalities
YA [0 AN 1= o] [ TR 8-5
8.6 Broader Notification and ENgagement...........ccooeieeiienininneeniesee e 8-6
8.6.1 Project NOUTICALIONS .......c.cccveivei e e 8-7
8.6.2 OPEN HOUSE.....coiiiiie it 8-7
8.6.3 Additional Meetings with Municipalities and TRCA.................. 8-8
8.6.4 Project Update Letters and Advertisements..........ccccocevvvervenene. 8-9
8.7 Section 58 Application NOTICE.........cceiveiieieieere e 8-9
8.8 ONQOING ENQAgEMENT.......oiiieiiiiecie et 8-10
8.9  Stakeholder Engagement Materials ...........cccooeviveieiieiieese e 8-16

9.0  ABORIGINAL ENGAGEMENT ..ottt 9-1
9.1 Principles and GOAlS .........ccooiiiiiiiiiie e 9-1
9.2  Engagement Process Methodology.........ccevvviereereiiniieie e 9-1
9.3 Identification of Aboriginal ComMMUNITIES.........ccoviieiiiiiiniie e 9-2
9.4  Aboriginal Engagement and Summary of Topics Identified...........c...c.c....... 9-3
9.5  Section 58 Application NOTICE.........coiieiiiiiiierese s 9-7
9.6 ONQOING ENQAgEMENT.......ooiiieie et 9-7

November 2015

Page iii



TransCanada PipeLines Limited

Contents Vaughan Mainline Expansion Project
10.0 ENVIRONMENTAL AND SOCIO-ECONOMIC MATTERS .....coovoiiiiieieiniiiecieieieeese s 10-1
L0.1  SCOPE. ..ttt 10-1

10.1.1 Need for Effects ASSESSMENT .......ccovviiiiiinieiee e 10-1

10.1.2 Scope OF the PrOJECT ......coveieiiecie s 10-1

10.1.3 ROULE SEIECLION ...t 10-2

10.1.4 Scope Of the ASSESSIMENT.........cceiiiiriririeiee s 10-2

10.2  Findings and SignifiCanCe...........ccecviiiiiieie e 10-6

10.3  Continuing Environmental Field StUdies..........ccccooiieiiniiciiieie 10-7

10.4  Post-Construction Monitoring Program...........cccceccveveiieeneeiieseeseseeseennenns 10-7

LIST OF APPENDICES

Section 1 — Application

Appendix 1-1

Overview Maps

Section 3 — Project Justification

Appendix 3-1
Appendix 3-2
Appendix 3-3
Appendix 3-4

Schematic

Moody’s TCPL Credit Opinion — June 8, 2015

DBRS TransCanada Corp RR Final — June 5, 2015
TransCanada Corporation Full Analysis — September 8, 2015

Section 4 — Engineering

Appendix 4-1
Appendix 4-2
Appendix 4-3
Appendix 4-4
Appendix 4-5

Proposed Route Sketch
Operating Schematic

Route Alternatives

MTO GTA West Corridor Map
HDD Feasibility Report

Section 7 — Land Matters

Appendix 7-1
Appendix 7-2
Appendix 7-3
Appendix 7-4
Appendix 7-5a
Appendix 7-5b
Appendix 7-5¢
Appendix 7-5d

Route with TWS

.87 Notice

Easement Agreement

TWS Agreement

NEB Letter to Dawn Gateway — October 21, 2009

NEB Letter to Enbridge Pipelines Inc. — June 10, 2013

NEB Ruling No. 28 — August 19, 2014

NEB Ruling No. 40 — October 23, 2014 and NEB Order MO-122-2014

Section 8 — Stakeholder Engagement

Appendix 8-1
Appendix 8-2

Appendix 8-3
Appendix 8-4
Appendix 8-5

Presentation to City of VVaughan Councillors — December 3, 2014
VME Update Presentation — Committee of the Whole — March 10,
2015

Project Introduction Letter Mailout — April 16, 2015

Project Notice Newspaper Advertisement — April 2015

VME Project Fact Sheet

Page iv

November 2015



TransCanada PipeLines Limited
Vaughan Mainline Expansion Project

Contents

Appendix 8-6 Open House Materials — May 13, 2015
Appendix 8-7 Region of York Presentation — June 16, 2015
Appendix 8-8 Open House Follow Up Mailout — June 29, 2015
Appendix 8-9 Project Update Mailout — October 26, 2015
Section 9 — Aboriginal Engagement

Appendix 9-1 Aboriginal Relations Brochure

Section 10 — Environment and Socio-Economic Matters

Appendix 10-1 Interactions Table

Appendix 10-2 ESA

November 2015

Page v



TransCanada PipeLines Limited

Contents Vaughan Mainline Expansion Project
LIST OF FIGURES
Figure 3-1  Marcellus Region Gas Production FOrecast.............c.covvviieiiiniincinncnenns 3-2
LIST OF TABLES
Table 3-1 Requests for New Firm Transportation SErviCe.........cccoovevvvivereiivesvesesneen 3-4
Table 3-2 Requests for Long Haul to Short Haul Conversion ...........ccccceeeveneiicinne. 3-5
Table 3-3 Capability versus Requirements (TJ/d)........ccooveviveieiienineie e 3-8
Table 4-1 Average ComposItioN OF GaS........cccviieriiieiiee e 4-6
Table 4-2 Technical Description — PIPEliNe .........ccoeiieiiiii e 4-6
Table 4-3 Material SPeCIfICALIONS ........ceoiiiiiiee e e 4-13
Table 4-4 Mechanical Construction Specifications............cccocvevviierieere e, 4-14
Table 4-5 Coating SPeCITICALIONS .......cveivieiiiie e 4-14
Table 4-6 Cathodic Protection SpecifiCationsS...........ccccvverveveriieneeie e 4-15
Table 4-7 Hydrostatic Testing SPecifiCations ...........cccvveiieiiiiiiieee e 4-15
Table 4-8 Welding SPeCITiCALIONS .......ccuevierieeie e 4-15
Table 8-1 Stakeholder Engagement SUMMArY ..........ccooviieiieneniie s 8-11
Table 8-2 Summary of Stakeholder ISSUES.........c.covrieieere e 8-15
Page vi November 2015



TransCanada PipeLines Limited
Vaughan Mainline Expansion Project Glossary

Act

AUT
CEAA 2012
cP
DBRS
EDA
Enbridge
EOC
EPP
ESA
FCAW
FT
FT-SN
Gaz Métro
GHG
GMAW
GMIT
Golder
GTO
HDD
HSE MS

ILI

ABBREVIATIONS AND ACRONYMS

National Energy Board Act

Automated ultrasonic testing

Canadian Environmental Assessment Act, 2012
cathodic protection

DBRS Limited

Eastern Distribution Area

Enbridge Gas Distribution

Emergency Operations Centre

Environmental Protection Plan

Environmental and Socio-Economic Assessment
flux-cored arc welding

Firm Transportation Service

Firm Transportation Short Notice Service

Gaz Métro Limited Partnership

greenhouse gas

gas metal arc welding

Gaz Métro’s Eastern Delivery Area

Golder Associates

Greater Toronto Area

horizontal directional drill

Health, Safety and Environment Management System

in-line inspection
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IMP Integrity Management Program
LMCI Land Matters Consultation Initiative
LOUR Land Occupancy and Use Reports
LSA Local Study Area
MNO Meétis Nation of Ontario
MOP maximum operating pressure
MTO Ministry of Transportation of Ontario
NBC 2010 National Building Codes of Canada
NCOS New Capacity Open Season
NDA Northern Distribution Area
NDE Nondestructive Examination

NEB or Board

New Credit

NGOs/ENGOs

NPS

oD

OEB

OPR

PA

ROW

RSA

SAF

SCADA

National Energy Board
New Credit First Nation

nongovernment organizations/environmental nongovernment
organizations

Nominal pipe size

outside diameter

Ontario Energy Board

Onshore Pipeline Regulations
Public Awareness

right-of-way

Regional Study Area

Survey Acknowledgement Forms

Supervisory Control and Data Acquisition
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Six Nations

SMAW

SSA

STS

TBO

TOP

TransCanada

TRCA

TTF

TWS

Union

us

Six Nations of the Grand River
Shielded metal arc welding
Socio-Economic Study Area
Storage Transportation Service
Transportation by Others
TransCanada operating procedures
TransCanada PipeLines Limited
Toronto and Region Conservation Authority
Tolls Task Force

temporary work space

Union Gas Limited

United States
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SYMBOLS, WEIGHTS AND MEASURES

$ dollars

% percent

Bcf/d billion cubic feet per day
km kilometre

m metre

m? cubic metres

m®/d cubic metres per day

mm millimetre

Tcf trillion cubic feet
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NATIONAL ENERGY BOARD

IN THE MATTER OF the National Energy Board Act (Act), R.S.C.
1985, ¢. N-7, as amended, and the Regulations enacted thereunder

AND IN THE MATTER OF an Application by TransCanada
PipeLines Limited pursuant to section 58 of the Act for approval to
construct and operate the Vaughan Mainline Expansion Project and for
exemption from sections 30(1)(a) and 31 of the Act

TRANSCANADA PIPELINES LIMITED

VAUGHAN MAINLINE EXPANSION PROJECT

To:

November 2015

The Secretary

National Energy Board
517 Tenth Avenue SW
Calgary, Alberta

T2R 0A8



Section 1 TransCanada PipeLines Limited
Application Vaughan Mainline Expansion Project

VAUGHAN MAINLINE EXPANSION PROJECT

TransCanada PipeLines Limited (TransCanada) applies to the National Energy Board (NEB
or Board), pursuant to section 58 of the National Energy Board Act (Act), for an Order
approving the construction and operation of the Vaughan Mainline Expansion Project (the
Project), and for exemption from sections 30(1)(a) and 31 of the Act, all as described more
particularly in this Application.

Applicant

1. TransCanada is a federally incorporated Canadian corporation and a “company” as
that term is defined in the Act.

2. TransCanada owns and operates a high-pressure natural gas transmission system that
extends from the Alberta border across Saskatchewan, Manitoba, and Ontario,
through a portion of Québec, and connects to various downstream Canadian and
international pipelines (Mainline or Mainline System).

3. The Board regulates TransCanada’s Mainline as a Group 1 gas pipeline company.

Vaughan Mainline Expansion Project

4. The Project is located in the City of Vaughan, in the Regional Municipality of York,
in southern Ontario, and consists of approximately 11.7 km of 1067 mm (NPS 42)
pipeline, valves and associated facilities. The Project will connect into TransCanada’s
approved 914.4 mm (NPS 36) King’s North Connection (KNC) project (Board Order
XG-T211-027-2015) and the existing TransCanada Line 200-2, 914.4 mm (NPS 36)
pipeline northwest of the intersection of Major MacKenzie Drive and Huntington
Road. Beginning in the west, the Project will run north and east before heading south
to connect into the existing TransCanada Line 200-3, 1067 mm (NPS 42) pipeline
near the existing mainline valve (MLV) 201A crossover valve site located southeast
of the intersection of Kirby Road and Kipling Avenue. At that location the existing
crossover valve MLV 201A and associated crossover piping will be removed. A
receiver barrel and associated piping will be installed at the existing TransCanada
Maple Compressor Station (Station 130).

5. Overview maps of the Project are provided as Appendix 1-1 to this Application.

6. The Project does not trigger the requirements of the Canadian Environmental
Assessment Act, 2012 (CEAA 2012) because it is not a designated project pursuant to
the Regulations Designating Physical Activities and is not located on federal lands.
Therefore, a federal environmental assessment pursuant to CEAA 2012 is not
required.
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7. To meet firm service commitments, the Project is required to be in service for
November 1, 2017. To meet this in-service date, TransCanada must start construction
on the Project no later than October 2016. Accordingly, TransCanada requests that
the Board issue a decision on the Application as soon as possible and in any event by
August 2016 to allow sufficient time to prepare for construction and comply with any
pre-construction conditions that the Board may order, as well as to construct and
place the pipeline into service.

8. The estimated cost of the Project is $221 million.

Purpose and Justification

9. The Project is required to transport 425,081 GJ/d of firm 15-year transportation
service commitments on the Mainline System starting November 1, 2017.

10. In order to provide the necessary capacity to meet the new service commitments,
TransCanada is proposing the Project, in conjunction with a Transportation by Others
(TBO) arrangement on Enbridge Gas Distribution’s (Enbridge’s) Albion pipeline.
The Enbridge Albion pipeline has received approval from the Ontario Energy Board
(OEB) and includes the Segment A pipeline and the Albion Station expansion.
Together, the Project and the TBO act as a partial loop of TransCanada’s Mainline
facilities between Parkway and Station 130. A schematic of the Project in relation to
Enbridge’s Segment A pipeline and the Albion Station expansion is provided in
Figure 3-2.

11.  The Project is consistent with the RH-001-2014 Decision. The applied-for facilities
are supported by new long-term service commitments, long-term supply, new and
existing upstream pipeline infrastructure and sufficient long-term markets. The
Project will provide the market with greater flexibility and greater access to emerging
supplies from the Marcellus and Utica shale regions.

Transportation Services and Tolls

12. The impacts on tolls as a result of adding the proposed facilities to the Mainline are
outlined in Section 3.1.8 of this Application. TransCanada is not, in this Application,
seeking approvals pursuant to Part IV of the Act, relating to the recovery of the costs
of the Project through tolls.

Application Content

13. In this Application, TransCanada provides information required for the Board’s
consideration of the Application pursuant to section 58 of the Act, as outlined in the
Board’s Filing Manual.
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Supporting Material

14. In support of this Application, TransCanada provides and relies on the information
attached to this Application and any additional information it might file.

Relief Requested
15.  TransCanada applies to the Board for:

a) an Order pursuant to section 58 of the Act approving the construction and
operation of the Project and exempting TransCanada from the provisions of
sections 30(1)(a) and 31 of the Act

b) such other relief that TransCanada might request or that the Board might deem
appropriate.

Respectfully Submitted

November 10, 2015
Calgary, Alberta

TransCanada PipeL.ines Limited
Original signed by

Robert Tarvydas
Vice President, Regulatory Affairs

Please direct all communications relating to this Application to:

Trishna Wirk Ryan V. Rodier

Regulatory Project Manager Senior Legal Counsel

TransCanada PipeLines Limited TransCanada PipeLines Limited

450 — 1 Street SW 450 — 1 Street SW

Calgary, Alberta T2P 5H1 Calgary, Alberta T2P 5H1
Telephone:  (403) 920-5892 Telephone: (403) 920-2977
Facsimile: (403) 920-2347 Facsimile: (403) 920-2310

Email: trishna_wirk@transcanada.com Email: ryan_rodier@transcanada.com
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Appendix 1-1

Overview Maps
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Appendix 1-1

PROPOSED PIPELINE ROUTE
VAUGHAN MAINLINE EXPANSION (VME)
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TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Section 2
Filing Manual Checkilist

20

Chapter 3 — Common Information Requirements

FILING MANUAL CHECKLIST

Filing Fili Realiemes; In Application? Not in Applic.ation’?
# References Explanation
3.1 Action Sought by Applicant
1. Requirements of s. 15 of the Rules. e Section 1
3.2 Application or Project Purpose
1. Purpose of the proposed project. e Section 1
3.4 Consultation
3.4.1 Principles and Goals of Consultation
1. The corporate policy or vision. e Section 8.1
2 The pri_nciples and goals of consultation for | e Section 8.1
the project.
A copy of the Aboriginal protocol and e Section 9.1
3 copies of policies and principles for o Appendix 9-1

collecting traditional use information, if
available.

3.4.2 Design of Consultation Program

1.

The design of the consultation program and
the factors that influenced the design.

e Section 8.2

3.4.3 Implementing a Consultation Program

The outcomes of the consultation program
for the project.

e Section 7.13
e Section 8.5
e Section 8.6
e Table 8-1
eTable 8-2

3.4.4 Justification for Not Undertaking a Consultation Program

The application provides justification for N/A
1 why the applicant has determined that a
) consultation program is not required for
the project.
3.5 Notification of Commercial Third Parties
1. Confirm that third parties were notified. e Section 3.2
> Details regarding the concerns of ¢ Sections 3.2
' third parties.
List the self-identified interested e Section 3.2
3. third parties and confirm they have been
notified.
4. If notification of third parties is considered N/A

November 2015
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Section 2

Filing Manual Checkilist

TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Filing

Filing Requirement

In Application?
References

Not in Application?
Explanation

unnecessary, an explanation to this effect.

Page 2-2
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TransCanada PipeLines Limited. Section 2
Vaughan Mainline Expansion Project Filing Manual Checkilist

Chapter 4 — Sections 4.1 and 4.2: Common Requirements for Physical

Projects
ili In Application? Not in Application?
A Filing Requirement E B .
# References Explanation
4.1 Description of the Project
1 The project components, activities and e Section 4
’ related undertakings. e Section 5
5 The project location and criteria used to e Section 4.1
) determine the route or site.
3 How and when the project will be e Section 5
’ carried out.
Description of any facilities, to be * Section 3.1.4
4. constructed by others, required to e Section 3.3.5
accommodate the proposed facilities. « Section 3.3.6
An estimate of the total capital costs and e Section 3.1.8
5. incremental operating costs, and changes
to abandonment cost estimates.
6. The expected in-service date. e Section 5.3

4.2 Economic Feasibility, Alternatives and Justification

4.2.1 Economic Feasibility

Description of the economic feasibility of e Section 3.1

L the project.

4.2.2 Alternatives

Describe the need for the project, other e Section 3.3.7
economically feasible alternatives to the
1. project examined, along with the rationale
for selecting the applied for project over
these other possible options.

Describe and justify the selection of the e Section 3.3.7
proposed route and site including a e Section 4.1
comparison of the options evaluated using '
appropriate selection criteria.

Describe the rationale for the chosen e Section 4.12
design and construction methods. Where e Section 5
appropriate, describe any alternative
designs and methods evaluated and
explain why these other options were
eliminated.

4.2.3 Justification

1. Justification for the proposed project. e Section 3.1

November 2015 Page 2-3




Section 2
Filing Manual Checkilist

TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Guide A — A.1 Engineering

ili In Application? Not in Application?
AE Filing Requirement e B .
# References Explanation
A.1.1 Engineering Design Details
1. Fluid type and chemical composition. e Section 4.2
2. Line pipe specifications. e Section 4.3
L . L e Section 4.3
3. Pigging facilities specifications. )
e Section 4.7
4 Compyesgor or pump facilities N/A
specifications.
5 Pressure regulating or metering facilities e Section 4.4
’ specifications.
Liquid tank specifications or other
6. . i N/A
commodity storage facilities.
- I e Section 4.5
7. New control system facilities specifications. .
e Section 6.2
Gas processing, sulphur or LNG plant
8. o o N/A
facilities specifications.
9 Technical description of other facilities not e Table 4-2
’ mentioned above.
10. Building dimensions and uses. N/A
If project is a new system that is a critical
source of energy supply, a description of
11. . S N/A
the impact to the new system capabilities
following loss of critical component.
A.1.2 Engineering Design Principles
Confirmation project activities will follow the | e Section 4.12
1. requirements of the latest version of
CSA 7662.
Provide a statement indicating which
2. : - N/A
Annex is being used and for what purpose.
3 Statement confirming compliance with OPR | e Section 4.12
' or PPR.
4 List of all primary codes and standards, e Section 4.12
) including version and date of issue.
Confirmation that the project will comply e Section 4.12
5 with company manuals and confirm
' manuals comply with OPR/PPR and codes
and standards.
Any portion of the project a
6. non-hydrocarbon commodity pipeline N/A

system? Provide a QA program to ensure
the materials are appropriate for their

Page 2-4
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TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Section 2
Filing Manual Checkilist

Filing

Filing Requirement

In Application?
References

Not in Application?
Explanation

intended service.

If facility subject to conditions not
addressed in CSA Z662:

o Written statement by qualified
professional engineer

o Description of the designs and measures
required to safeguard the pipeline

N/A

If directional drilling involved:
¢ Preliminary feasibility report
¢ Description of the contingency plan

e Section 4.10
¢ Appendix 4-5

If new materials are involved, provide
material supply chain information, in
tabular format.

N/A

10.

If reuse of materials is involved, provide an
engineering assessment in accordance
with CSA Z662 that indicates its suitability
for the intended service.

N/A

A.130

nshore Pipeline Regulations

Designs, specifications programs, manuals,
procedures, measures or plans for which
no standard is set out in the OPR.

e Section 4.12

A quality assurance program if project non-
routine or incorporates unique challenges
due to geographical location.

N/A

If welding performed on a liquid-filled
pipeline that has a carbon equivalent of
0.50% or greater and is a permanent
installation:

¢ Welding specifications and procedures
¢ Results of procedure qualification tests

N/A

November 2015
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Section 2
Filing Manual Checkilist

TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Guide A — A.2 Environmental and Socio-Economic Assessment

Filing
#

Filing Requirement

In Application?
References

Not in Application?
Explanation

A.2.5 Description of the Environmental and Socio-Economic Setting

Identify and describe the current
biophysical and socio-economic setting of
each element (i.e., baseline information) in
the area where the project is to be

carried out.

e Section 10
e Appendix 10-2

Describe which biophysical or
socio-economic elements in the study area
are of ecological, economic or human
importance and require more detailed
analysis taking into account the results of
consultation (see Table A-1 for examples).
Where circumstances require more
detailed information in an ESA, see:
i Table A-2 — Filing Requirements
for Biophysical Elements; or
ii. Table A-3 — Filing Requirements
for Socio-Economic Elements.

¢ Section 10
¢ Appendix 10-2

Provide supporting evidence (e.g.,
references to scientific literature,

field studies, local and traditional
knowledge, previous environmental
assessment and monitoring reports) for:

. information and data collected;

e analysis completed;

. conclusions reached; and

« the extent of professional
judgment or experience relied on
in meeting these information
requirements, and the rationale for
that extent of reliance.

e Section 10
e Appendix 10-2

Describe and substantiate the methods
used for any surveys, such as those
pertaining to wildlife, fisheries, plants,
species at risk or species of special status,
soils, heritage resources or traditional land
use, and for establishing the baseline
setting for the atmospheric and acoustic
environment.

e Section 10
e Appendix 10-2

Applicants must consult with other expert
federal, provincial or territorial departments
and other relevant authorities on
requirements for baseline information and
methods.

e Section 10
¢ Appendix 10-2

Page 2-6
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TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Section 2
Filing Manual Checkilist

Guide A — A.2 Environmental and Socio-Economic Assessment

ili In Application? Not in Application?
AE Filing Requirement e B .
# References Explanation
A.2.6 Effects Assessment
Identification and Analysis of Effects
Describe the methods used to predict the e Section 10

effects of the project on the biophysical and
socio-economic elements, and the effects
of the environment on the project.

¢ Appendix 10-2

Predict the effects associated with the
proposed project, including those that could
be caused by construction, operations,
decomissioning or abandonment, as well
as accidents and malfunctions. Also
inlcude effects the environment could have
on the project. For those biophysical and
socio-economic elemnts or their valued
components that require further analysis
(see Table A-1), provide the detailed
information outlined in Tables A-2 and A-3.

e Section 10
e Appendix 10-2

Mitigation Measures

Describe the standard and project specific
mitigation measures and their adequacy for
addressing the project effects, or clearly
reference specific sections of company
manuals that provide mitigation measures.
Ensure that referenced manuals are
current and filed with the NEB.

e Appendix 10-2

Ensure that commitments about mitigative
measures will be communicated to field
staff for implementation through and
Environmental Protection Plan (EP Plan).

e Appendix 10-2

Describe plans and measures to address
potential effects of accidents and
malfunctions during construction and
operation of the project.

e Appendix 10-2

Evaluation of Significance

After taking into account any appropriate
mitigation measures, identify any remaining
residual effects from the project.

e Appendix 10-2

Describe the methods and criteria used to
determine the significance of adverse
effects, including defining the point at which
any particular effect on a valued
component is considered “significant.”

e Appendix 10-2

Evaluate the significance of residual
adverse environmental and socio-economic
effects against the defined criteria.

¢ Appendix 10-2

November 2015
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Section 2
Filing Manual Checkilist

TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

ili In Application? Not in Application?
AE Filing Requirement E E .
# References Explanation
Evaluate the likelihood of significant e Section 10
4 residual adverse environmental and « Appendix 10-2

socio-economic effects occurring and
substantiate the conclusions made.

A.2.7 Cumulative Effects Assessment

Scoping and Analysis of Cumulative Effects

Identify the valued components for which
residual effects are predicted, and describe
and justify the methods used to predict any
residual effects.

e Section 10
¢ Appendix 10-2

For each valued component where residual
effects have been identified, describe and
justify the spatial and temporal boundaries
used to assess the potential cumulative
effects.

e Section 10
¢ Appendix 10-2

Identify other physical facilities or activities
that have been or will be carried out in the
identified spatial and temporal boundaries
for the cumulative effects assessment.

e Section 10
e Appendix 10-2

Identify whether the effects of those
physical facilities or activities that have
been or will be carried out would be likely
to produce effects on the valued
components in the identified spatial and
temporal boundaries.

e Section 10
¢ Appendix 10-2

Where other physical facilities or activities
may affect the valued components for
which residual effects from the applicant’s
proposed project are predicted, continue
the cumulative effects assessment,

as follows:

¢ Consider the various components,
phases and activities associated
with the applicant’s project that
could interact with other physical
facilities or activities.

«  Provide a description of the extent
of the cumulative effects on
valued components.

¢ Where professional knowledge or
experience is cited, explain the
extent to which professional
knowledge or experience was
relied on and justify how the
resulting conclusions or decisions
were reached.

e Section 10
e Appendix 10-2

Mitigation Measures for Cumulative Effects

Describe the general and specific
mitigation measures, beyond
project-specific mitigation already

¢ Appendix 10-2

Page 2-8
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Section 2
Filing Manual Checkilist

TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Filing

Filing Requirement

In Application?
References

Not in Application?
Explanation

considered, that are technically and
economically feasible to address any
cumulative effects.

The Applicant’s Evaluation of Significance

After taking into account any appropriate
mitigation measures for cumulative effects,
identify any remaining residual cumulative
effects.

¢ Appendix 10-2

Describe the methods and criteria used to
determine the significance of remaining
adverse cumulative effects, including
defining the point at which each identified
cumulative effect on a valued component is
considered “significant.”

¢ Appendix 10-2

Evaluate the significance of adverse
residual cumulative effects against the
defined criteria.

¢ Appendix 10-2

Evaluate the likelihood of significant,
residual adverse cumulative environmental
and socio-economic effects occurring and
substantiate the conclusions made.

¢ Appendix 10-2

A.28In

spection, Monitoring, Follow-up and Operation

Describe inspections plans to ensure
compliance with biophysical and
socio-economic commitments, consistent
with sections 48, 53 and 54 of the OPR.

e Appendix 10-2

Describe the surveillance and monitoring
program for the protection of the pipeline,
the public and the environment, as required
by Section 39 of the OPR.

e Appendix 10-2

Consider any particular elements in the
Application that are of greater concern and
evaluate the need for a more in-depth
monitoring program for those elements.

¢ Appendix 10-2

For CEAA-designated projects, identify
which elements and monitoring procedures
would constitute follow-up under

CEAA 2012.

¢ Appendix 10-2

Table A-1 Circumstances and Interactions Requiring Detailed Biophysical and Socio-Economic Information

Physical

| and meteorological environment

eAppendix 10-1
eAppendix 10-2

Soil and soil productivity

eAppendix 10-1
eAppendix 10-2

Vegetat

ion

eAppendix 10-1
eAppendix 10-2

Water g

uality and quantity

eAppendix 10-1
eAppendix 10-2

November 2015
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Section 2
Filing Manual Checkilist

TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Filing

# Filing Requirement

In Application?
References

Not in Application?

Explanation

Fish and fish habitat, including any fish habitat
compensation required

eAppendix 10-1
eAppendix 10-2

Wetlands

e¢Appendix 10-1
eAppendix 10-2

Wildlife and wildlife habitat

e¢Appendix 10-1
eAppendix 10-2

Species at Risk or Species of Special Status and
related habitat

eAppendix 10-1
eAppendix 10-2

Air emissions

eAppendix 10-1
eAppendix 10-2

Greenhouse gas (GHG) emissions

eAppendix 10-1
eAppendix 10-2

Acoustic environment

eAppendix 10-1
eAppendix 10-2

Human occupancy and resource use

eAppendix 10-1
eAppendix 10-2

Heritage resources

eAppendix 10-1
eAppendix 10-2

Navigation and navigation safety

eAppendix 10-1
eAppendix 10-2

Traditional land and resource use

eAppendix 10-1
eAppendix 10-2

Social and cultural well-being

eAppendix 10-1
eAppendix 10-2

Human health and aesthetics

eAppendix 10-1
eAppendix 10-2

Infrastructure and services

eAppendix 10-1
eAppendix 10-2

Employment and economy

eAppendix 10-1
eAppendix 10-2

Page 2-10
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TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Section 2
Filing Manual Checkilist

Guide A — A.3 Economics

ili In Application? Not in Application?
AE Filing Requirement e B .
# References Explanation
A.3.1 Supply
1. A description of each commaodity. e Section 4.2
2. A discussion of all potential supply sources. | e Section 3.1.2
3 Forecast of productive capacity over the e Section 3.1.2
’ economic life of the facility. e Section 3.1.3
For pipelines with contracted capacity, a e Section 3.1.5
4. discussion of the contractual arrangements

underpinning supply.

A.3.2 Transportation Matters

Pipeline Capacity

In the case of expansion provide:

o pipeline capacity before and after and
size of increment

o justification that size of expansion is
appropriate

e Section 3.3

In case of new pipeline, justification that
size of expansion is appropriate given
available supply.

e Section 3.3

Throughput

1.

For pipelines with contracted capacity,
information on contractual arrangements.

e Section 3.1.5

For non-contract carrier pipelines, forecast
of annual throughput volumes by
commodity type, receipt location and
delivery destination over facility life.

N/A

If project results in an increase in
throughput:

o theoretical and sustainable capabilities of
the existing and proposed facilities
versus the forecasted requirements

o flow formulae and flow calculations used
to determine the capabilities of the
proposed facilities and the underlying
assumptions and parameters

e Section 3.3.4
e Appendix 3-1

If more than one type of commodity
transported, a discussion pertaining to
segregation of commaodities including
potential contamination issues or

cost impacts.

N/A

A3.3M

arkets

Provide an analysis of the market in which

each commodity is expected to be used or

e Section 3.1.3

November 2015
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Section 2
Filing Manual Checkilist

TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

ili In Application? Not in Application?
AE Filing Requirement E E .
# References Explanation
consumed.
Provide a discussion of the physical e Section 3.1.4
2 capgblllty of downstream facilities to accept | , Section 3.3.6
the incremental volumes that would be
delivered.
A.3.4 Financing
1 Evidence that the applicant has the ability ¢ Section 3.4
' to finance the proposed facilities.
5 Estimated toll impact for the first full year e Section 3.1.8
) that facilities are expected to be in service.
Confirmation that shippers have been e Section 3.2
3. apprised of the project and toll impact, their
concerns and plans to address them.
4. Additional toll details for applications with N/A

significant toll impacts.

A.3.5 Non-NEB Regulatory Approvals

Confirm that all non-NEB regulatory
approvals, required to allow the applicant to
meet the construction schedule and
planned in-service date and to allow the
facilities to be used and useful, are or will
be in place.

eAppendix 10-2

If any of the approvals referred to in 1.
might be delayed, describe the status of
those approval(s) and provide an
estimation of when the approval is
anticipated.

eAppendix 10-2

All approvals will be in place before start of
construction activities.

Pag

e 2-12
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TransCanada PipeLines Limited.
Vaughan Mainline Expansion Project

Section 2

Filing Manual Checkilist

Guide A — A.4 Lands Information

ili In Application? Not in Application?
AE Filing Requirement e B .
# References Explanation
A.4.1 Land Areas
¢ Width of right-of-way and locations of any | e Section 7.3

changes to width

e Locations and dimensions of known
temporary work space and drawings of
typical dimensions

e Locations and dimensions of any new
lands for facilities

e Appendix 7-1

A.4.2 Land Rights

1 The type of lands rights proposed to be e Section 7.8
’ acquired for the project.
2 The relative proportions of land ownership e Section 7.2
’ along the route of the project.
Any existing land rights that will be required
3. . N/A
for the project.
A.4.3 Lands Acquisition Process
1. The process for acquiring lands. e Section 7.8
2. The timing of acquisition and current status. | e Section 7.9
3 The status of service of section 87(1) e Section 7.8
' notices. « Section 7.9
A.4.4 Land Acquisition Agreements
A sample copy of each form of agreement
1. proposed to be used pursuant to N/A
section 86(2) of the NEB Act.
A sample copy of any proposed fee simple, | *ApPpendix 7-3
2. work space, access or other land eAppendix 7-4
agreement.
A.4.5 Section 87 Notices
A sample copy of the notice proposed to be | eAppendix 7-2
1. served on all landowners pursuant to
section 87(1) of the NEB Act.
Confirmation that all notices include a copy | e Section 7.8
2. of Pipeline Regulation in Canada: A Guide
for Landowners and the Public.
A.4.6 Section 58 Application to Address a Complaint
The details of the complaint and describe
1. how the proposed work will address the N/A

complaint.

November 2015
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TransCanada PipeLines Limited Section 3
Vaughan Mainline Expansion Project Project Justification

3.0

3.1

3.1.1

PROJECT JUSTIFICATION

This section provides a justification of the proposed facilities, including a description
of the:

supply and markets served by the Project

firm service shipper commitments that underpin the Project
commercial third party notifications

design of the facilities

alternatives considered

financing for the Project

SUPPLY, MARKETS AND TRANSPORTATION

Introduction

The shipper commitments underpinning the Project have a receipt point of Union
Parkway Belt (Parkway), which is a point of interconnection between TransCanada’s
Mainline system and the Union Gas system. The Union Gas system in turn can
receive supply from the Western Canadian Sedimentary Basin (WCSB), and other
supply basins such as the Marcellus and Utica basins.

The Union Gas system is interconnected to a number of pipelines at Dawn, including
TransCanada, Vector, Panhandle, Blue Lake and MichCon. These pipelines have
supply connections from a variety of supply regions including the WCSB, Marcellus
and Utica basins.

The recent development of the Marcellus and Utica basins in the US Northeast
represent growing supplies of natural gas that are near the eastern Canadian markets.
The Project will facilitate greater access to these US sources of supply and will serve
existing markets in Ontario and Québec that are expected to grow modestly over time.

Gas from the Marcellus and Utica basins is able to enter the Mainline system at
interconnect points such as Niagara and Chippawa. From there gas travels to the
Union system, where it can make its way to Parkway. The availability of this US
supply is a key factor motivating TransCanada’s Mainline shippers to contract
short-haul service originating at eastern receipt points.

The following sections describe the recent trends in Marcellus and Utica supply
development (see Section 3.1.2), market demand to be served by this gas supply (see
Section 3.1.3), upstream pipeline development (see Section 3.1.4), and long-term
shipper commitments that underpin the Project (Section 3.1.5).

November 2015 Page 3-1



Section 3 TransCanada PipeLines Limited
Project Justification Vaughan Mainline Expansion Project
3.1.2 Gas Supply Assessment

North American shale production continues to be a major source of supply,
particularly the Marcellus and Utica shale plays in the US Northeast region. This
region is close to markets served by the Mainline, and the Marcellus and Utica shale
plays encompass the states of Pennsylvania, West Virginia and Ohio. The Marcellus
is estimated to contain 11.3 10** m® (400 Tcf)* of recoverable resource, while the
relatively immature yet emerging? Utica play could contain 5.7 to 8.5 10" m®

(200 to 300 Tcf).

TransCanada forecasts gas production from these plays to grow from approximately
401 10°m*/d (14 Bcf/d) in 2014, to approximately 958 10°m®/d (34 Bcf/d) in 2025.
For TransCanada’s forecast of future Marcellus and Utica supply, see Figure 3-1.

63
Bcf/d 10°m3/d
35
W Utica
= Marcellus Forecast 900
30
800
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15
400
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100
0 T T T 0
2005 2010 2015 2020 2025

Figure 3-1: Marcellus Region Gas Production Forecast

! Recovery factor applied to quoted OGIP in “Assessment of Factors Influencing CO, Storage Capacity and
Injectivity in Eastern U.S. Gas Shales” published by Elsevier Ltd. in Energy Procedia 00 (2013) 000-000.
2 Recovery factor applied to quoted OGIP in “A Geologic Play Book for Utica Shale Appalachian Basin

Explorati
Virginia

on Final Report” published by Utica Shale Appalachian Basin Exploration Consortium at West
University, July 2015.
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Such rapid change is unprecedented in the gas industry, where new sources of

gas supply have tended to evolve and mature over decades. In a short period, shale
production in North America has changed the dynamics of continental flow away
from traditional pipeline transportation routes.

TransCanada’s forecast of imports on its system at Niagara and Chippawa is
anticipated to increase from 15 to 39 10°m®/d (0.42 and 1.1 Bcf/d) during the next
decade. While there will be increased imports to Canada from the US, TransCanada
anticipates that supply from the Marcellus and Utica shales will also serve US
markets. Given the modest size of the Project, compared with the productive potential
of the Marcellus and Utica region, there is more than adequate supply to support the
applied-for facilities.

3.1.3 Markets

The Project is driven by incremental market requirements, as well as a desire for
supply diversity from existing Eastern markets. The Project will serve existing
markets that are expected to grow modestly over time.

Domestic residential, commercial and industrial markets in Ontario and Québec are
expected to remain essentially flat, with these sectors forecast to grow from
approximately 88.4 10°m%d (3.1 Bcf/d) in 2014 to approximately 89.8 10°m®/d
(3.2 Bcf/d) in 2030. Gas demand in eastern Canada is expected to grow in the
power-generation sector. Ontario and Québec gas demand for power is forecast to
increase from approximately 9.0 10°m®d (0.3 Bcf/d) in 2014 to approximately
20.2 10°m®/d (0.7 Bcf/d) in 2030.

As Marcellus and Utica supplies are developed and connected to markets, exports to
the US Northeast are forecast to decline from approximately 16.4 10°m®/d (0.58
Bcf/d) in 2014 to approximately 5.2 10°m®/d (0.2 Bcf/d) in 2030.

3.1.4 Upstream Pipeline Development

Union® has recently applied to the OEB for a facility expansion on its Dawn Parkway
system to be placed in-service for November 2017. Union has stated that its project is
necessary for providing greater flexibility, supply diversity and security through
increased access to growing US gas supplies from the Marcellus and Utica basins.

The proposed Union 2017 Dawn Parkway Project includes the installation of three
new compressor stations. The development of these facilities is anticipated to increase
the gas available to the Project and align with the new Parkway receipt requests that
underpin the Project.

® Union 2017 Dawn Parkway Project (EB-2015-0200).
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3.1.5 New Service Requests

TransCanada held a New Capacity Open Season (2017 NCOS) that started on
December 12, 2014 and closed on January 30, 2015. It resulted in executed precedent
agreements from 12 shippers for a total of 425,081 GJ/d. The precedent agreements

include a commitment by TransCanada to provide service subject to certain
conditions, such as necessary regulatory approval.

For a summary of the new requests for firm transportation services from these
shippers, which are supported by precedent agreements, see Table 3-1. Each new
request is for 15 years of Mainline firm transportation services starting

November 1, 2017. For a summary of requests for long haul to short haul conversion,

see Table 3-2.

Table 3-1: Requests for New Firm Transportation Service

Contract
Demand Service
Shipper (GJ/d) Type Receipt Point Delivery Point

1425445 Ontario Limited 3000 FT Union Parkway Belt KPUC EDA
Atlantic Power Limited 6400 FT
Partnership Union Parkway Belt Tunis NDA
Enbridge Gas Distribution Inc. 24484 FT Union Parkway Belt Enbridge CDA
Enbridge Gas Distribution Inc. 48737 FT Union Parkway Belt Enbridge EDA
Gaz Métro Limited Partnership | 11400 FT Union Parkway Belt GMIT EDA
GreenField Specialty Alcohols 1100 FT
Inc. Union Parkway Belt Union EDA
Queen's University at Kingston | 1000 FT Union Parkway Belt KPUC EDA
St. Lawrence Gas Company, 10000 FT
Inc. Union Parkway Belt Cornwall
TransCanada Energy Ltd. 42000 FT Union Parkway Belt Union EDA
TransCanada Energy Ltd. 100000 FT-SN Union Parkway Belt Napanee
Union Gas Limited 5000 FT Union Parkway Belt Union EDA
Union Gas Limited 2000 FT Union Parkway Belt Union NCDA
Vermont Gas Systems, Inc. 6000 FT Union Parkway Belt Philipsburg
Vermont Gas Systems, Inc. 4000 FT Union Parkway Belt Philipsburg
Irving Oil Limited 27095 FT Union Parkway Belt East Hereford
Northern Utilities, Inc. 6333 FT Union Parkway Belt East Hereford
Total 298549
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Table 3-1: Requests for New Firm Transportation Service (cont'd)

1 EDA: Eastern Delivery Area

2 CDA: Central Delivery Area

3 NDA: Northern Delivery Area

4 NCDA: North Central Delivery Area
5 FT: Firm Transportation Service

6 FT-SN: Firm Transportation Short Notice Service
7 GMIT EDA: Gaz Métro’s Eastern Delivery Area

Table 3-2: Requests for Long Haul to Short Haul Conversion

Contract
Demand | Service
Shipper (GJ/d) Type Receipt Point Delivery Point
1425445 Ontario Limited 3000 FT Union Parkway Belt KPUC EDA
Enbridge Gas Distribution Inc. 8375 FT Union Parkway Belt Enbridge CDA
Enbridge Gas Distribution Inc. 15000 FT Union Parkway Belt Enbridge CDA
Enbridge Gas Distribution Inc. 40093 FT Union Parkway Belt Enbridge CDA
Enbridge Gas Distribution Inc. 7613 FT Union Parkway Belt Enbridge EDA
Enbridge Gas Distribution Inc. 26313 FT Union Parkway Belt Enbridge EDA
Enbridge Gas Distribution Inc. 451 FT Union Parkway Belt Enbridge EDA
Union Gas Limited 887 FT Union Parkway Belt Union NCDA
Gaz Métro Limited Partnership 24800 FT Union Parkway Belt GMIT EDA
Total | 126532

1 EDA: Eastern Delivery Area

2 CDA: Central Delivery Area

3 NCDA: North Central Delivery Area
4 FT: Firm Transportation Service

5 GMIT EDA: Gaz Métro’s Eastern Delivery Area
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3.1.6

3.1.7

3.1.8

Turnback

To determine the appropriate amount of capacity required to meet the requests for
new service, TransCanada held a Capacity Management Open Season (CMOS),
which closed on March 13, 2015. TransCanada sought requests for the turnback of
Firm Transportation Service (FT), Storage Transportation Service (STS) and Firm
Transportation Short Notice Service (FT-SN) that could help reduce or eliminate the
incremental facilities otherwise required as a result of the NCOS. TransCanada
received 90,000 GJ/d of acceptable turnback bids.

Term Up

In addition to the CMOS referenced above, TransCanada also initiated a Term Up
process as approved by the NEB in its RH-001-2014 Decision. To help determine the
appropriate amount of capacity required to meet the new service requests,
TransCanada submitted Term Up Notices to those customers whose contract paths
had an impact on the requirement for the new facilities. The notices were submitted to
customers in March 2015. Customers then had in excess of the minimum 60 days to
elect to extend the term of their existing contracts for an additional period so that the
new termination date of their contracts was no less than five years from the requested
in-service date of the new facilities, in this case, November 1, 2017. As a result of this
process, some customers elected not to term up their contracts, which reduced the
overall contract requirement by an additional 39,414 GJ/d.

Impact on Mainline Tolls

The tolling treatment for the service requested in the 2017 NCOS will be consistent
with the NEB’s RH-001-2014 Decision, which supports the efficient development of
natural gas infrastructure in eastern Canada to serve market demand for supply
diversity and market access. Because of the settlement agreement, filed in the
RH-001-2014 proceeding (Settlement Agreement) and the resulting Compliance Tolls,
it is difficult to determine a specific impact of the Project in isolation.

On average, the 2018-2020 annual cost of service will increase by approximately
$23 million with the addition of an annual cost of $22 million for the Project and an
estimated annual cost of $0.7 million for the TBO arrangement, subject to the
OEB-approved rate methodology.

The overall average annual cost of service impact was calculated using the following
assumptions:

e cost of service parameters from the RH-001-2014 proceeding

e capital cost of approximately $221 million for the Project

e associated TBO on the OEB-approved Enbridge Albion Pipeline of approximately
$0.7 million per year
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3.1.9

3.2

3.3

3.3.1

3.3.2

The fuel ratio impact as a result of the Project is forecast to be negligible because the
Project facilities consist of pipe with no additional compression.

Summary

The Project is consistent with the Settlement Agreement. The applied-for facilities are
supported by new long-term service commitments, long-term supply, new and
existing upstream pipeline infrastructure and sufficient long-term markets. The
Project will provide the market with greater flexibility and greater access to emerging
supplies from the Marcellus and Utica shale regions.

NOTIFICATION OF COMMERCIAL THIRD PARTIES

On September 9, 2015, TransCanada provided a presentation to the Mainline Tolls
Task Force (TTF), requesting that the TTF provide any comments or concerns they
may have regarding the Project.

In that presentation, TransCanada outlined the firm service shipper commitments that
underpin the Project and provided detail on the location and type of expansion
required to meet these contractual obligations. In accordance with the confidentiality
provisions of the TTF, TransCanada requested that any comments that parties wished
to share non-confidentially be provided outside the TTF forum by

September 23, 2015. No comments or concerns were received.

SYSTEM DESIGN

This section summarizes the hydraulic design of the facilities, including capability
and alternatives.

Description of the Proposed Facilities

With the new service requests shown in Tables 3-1 and 3-2 starting November

1, 2017, the requirements on the pipeline segments leading out of Parkway and into
Station 130 will exceed the capacity provided by the existing facilities. As such, the
following facilities are required:

e approximately 11.7 km of 1067 mm (NPS 42) pipeline
e associated valves and fittings, and launcher and receiver facilities

Facility Purpose and Operation

As with the existing lines 200-2 and 200-3, which have the ability to flow
bi-directionally, the Project will have the ability to flow bi-directionally as required
by market conditions. Depending on area gas demands, the pipelines in the Parkway
area are able to both receive gas from and deliver gas to Union Gas. Historically, area
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3.3.3

3.34

3.3.5

3.3.6

demands have resulted in the pipeline system receiving gas from Union Gas for most
of the year, with some deliveries to Union Gas during the summer period.

Design Conditions

TransCanada designs its system to meet firm transportation requirements for all days
of the year. For the applied-for facilities, the defining design condition is a peak
winter day, when flows received at Parkway are at their highest, and with a loss of a
critical unit at Station 130.

Capability Impact of the Proposed Facilities

For determination of the facilities’ capability with the inclusion of the Project,
TransCanada used Station 130 as a measurement point. The new service requests
listed in Tables 3-1 and 3-2, in combination with expiring contracts, results in
incremental winter 2017/2018 firm requirements of 296 TJ/d, for a total Station 130
throughput requirement of 3165 TJ/d. Without the applied-for facilities, there would
be a firm design day shortfall of 362 TJ/d.

Once the Project is constructed, the system capability equals the contractual
requirements (see Table 3-3). Appendix 3-1 shows flow schematics for the peak day
design cases with the new facilities.

Table 3-3: Capability versus Requirements (TJ/d)

Net Maple (Station 130) 3165
Requirements (TJ/d) 1

Without Facilities

Capability 2803

Shortfall (2 minus 1) (362)

With Facilities

Capability 3165

Available (4 minus 1) 0 5

Transportation by Others

To meet the new firm requirements, an additional 105 TJ/d of TBO on the Enbridge
Albion Pipeline is required in addition to the proposed facilities, via an Enbridge open
season.

Upstream Capacity

This pipeline will be integrated into the TransCanada Mainline system and will be
supplied via TransCanada’s Line 200-2 and the KNC project, once constructed.
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3.3.7

3.3.8

3.3.9

3.4

Alternatives Considered

TransCanada evaluated options for transporting the requested volumes and
considered the following two alternatives to the Project:

o afacility alternative
e pipe size alternative

Facility Alternative

In order to meet the new service requests, the facility alternative to the Project would
be the addition of three new 15 MW units at Station 130. This alternative was
eliminated due to higher capital cost, fuel and operating expenses, and operational
inefficiencies.

Pipe Size Alternative

As an alternative to the applied-for 1067 mm (NPS 42) pipe for the Project, a 914 mm
(NPS 36) pipeline was considered. However, this alternative pipe size would result in
an unacceptably large pressure drop that would subsequently reduce the suction
pressure at Station 130 to the extent that there would be insufficient power to meet
the November 1, 2017 contracted volumes. In addition, using a smaller pipe size
would increase the likelihood that the pipeline may need to be looped in the future,
thereby increasing land disturbance.

FINANCING

TransCanada will fund Project construction through cash flow generated from
operations and new senior debt. TransCanada will also consider a combination of
other funding options, such as subordinated capital in the form of additional preferred
shares and hybrid securities, issuance of common shares and portfolio management.

Since 2010, TransCanada and TransCanada Corporation have generated $20 billion
from operations and raised $18 billion in the debt and equity capital markets to
support a $25 billion capital program and repay $7 billion in debt maturities.

TransCanada’s and TransCanada Corporation’s liquidity, access to capital markets
and strong financial position provide significant financial flexibility. As of
September 30, 2015, TransCanada and other subsidiaries of TransCanada Corporation
had approximately $750 million cash on hand, $5.6 billion undrawn committed credit
facilities and two well-supported commercial paper programs.

As of September 30, 2015, TransCanada Corporation’s consolidated capital structure
consisted of 35% common equity, 5% preferred shares, 4% junior subordinated notes
and 56% debt net of cash.
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TransCanada and TransCanada Corporation have been assigned “A” level investment
grade credit ratings by Moody’s Investor Service, Inc. and Standard and Poor’s in the
US, and by DBRS Limited (DBRS) in Canada.

See the following appendices for copies of the recent rating reports issued by the
credit agencies:

e Appendix 3-2 — Moody’s Investor Service opinion report on TransCanada
PipeLines Limited dated June 8, 2015

e Appendix 3-3 — Dominion Bond Rating Service report on TransCanada PipeLines
Limited and TransCanada Corporation dated June 5, 2015

e Appendix 3-4 — Standard and Poor’s Research report on TransCanada
Corporation dated September 8, 2015
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Mooby’s

INVESTORS SERVICE
Credit Opinion: TransCanada PipeLines Limited

Global Credit Research - 08 Jun 2015
Calgary, Alberta, Canada

Ratings

Category Moody's Rating
Outlook Stable
Issuer Rating A3
Senior Unsecured A3
Jr Subordinate Baa1
Parent: TransCanada Corporation

Outlook Stable
Issuer Rating Baat
TransCanada Trust

Outlook Stable
Bkd Subordinate Baa2
NOVA Gas Transmission Ltd.

Outlook Stable
Senior Unsecured A3
TC PipeLines, LP

Outlook Stable
Senior Unsecured Baa2
ANR Pipeline Company

Outlook Stable
Senior Unsecured A3
Contacts

Analyst Phone
Gavin MacFarlane/Toronto 416.214.3864
William L. Hess/New York City 212.553.3837
Key Indicators

[1]TransCanada PipeLines Limited
3/31/2015(L) 12/31/2014 12/31/2013 12/31/2012 12/31/2011

(FFO + Interest) / Interest 3.7x 3.7x 3.7x 3.3x 3.5x
FFO / Debt 11.8% 13.0% 13.5% 12.7% 13.9%
(FFO - Dividends) / Debt 7.0% 7.8% 8.1% 6.8% 9.0%

[1] Based on consolidated financial data of TransCanada Corporation. All ratios are calculated using Moody's
Standard Adjustments.

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

Opinion

Rating Drivers
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Scale and portfolio diversification benefits

Stable and growing cash flow

Execution risk surrounding large capital program

Stable credit metrics and credit supportive financial policies
Corporate Profile

TransCanada Pipelines Limited (TCPL: A3 stable) is the principal subsidiary and debt issuer of TransCanada
Corporation (TransCanada: Baa1 stable, issuer rating), headquartered in Calgary, Alberta. TransCanada is an
energy infrastructure company with three business segments: Natural Gas Pipelines (56% of LTM EBITDA
including regulated gas storage of 250 Bcf, 68,000 km), Liquids Pipelines (20% of LTM EBITDA), and Energy
(24% of LTM EBITDA including unregulated gas storage of 118 Bcf, 10,900 MW). TCPL is the GP of and owner of
a 27.6% interest in TC PipeLines, LP (TCP: Baa2 stable), a publicly traded master limited partnership (MLP) that
owns a portfolio of TransCanada's US interstate gas pipelines.

SUMMARY RATING RATIONALE

TCPL's credit quality is driven by its generally predictable and growing cash flow, large size and portfolio
diversification benefits. Offsetting these key strengths are the execution risks and pressure on financial metrics
that will result fromits large capital program, highlighted by the ongoing uncertainty around Keystone XL, and its
forecast of ongoing high levels of debt. The long termissuer rating on parent TransCanada is one notch below the
consolidated rating of A3 as a result of its structural subordination to TCPL.

DETAILED RATING CONSIDERATIONS
SCALE AND PORTFOLIO DIVERSIFICATION BENEFITS

Substantial financial resources with forecasted 2015 EBITDA of more than C$5bn, economies of scale fromits
large and diverse asset base of more than C$60 billion and strong market access all support current credit quality.
Portfolio diversification by geography, business line and counterparty reduces overall cash flow volatility, a key
credit strength. While some assets may have moderate levels of correlation, substantial portions of the portfolio
are uncorrelated due to the specific business line fundamentals.

STABLE AND GROWING CASH FLOW

Cash flow that is primarily regulated or contracted provides a greater degree of certainty, a key credit strength. An
agreement with Eastern LDC's regarding the "Mainline" was approved by the National Energy Board in November
2014 and we expect the Mainline to continue to earn its allowed ROE. The regulated NGTL systemis expected to
generate stable returns and we expect cash flow growth will be driven by ongoing rate base investments on the
system. US pipelines continue to exhibit volatility as a result of changing gas fundamentals in the US. Some of the
pipelines benefit from a mix of contracts and a strong underlying competitive position; however, shifting volume
flows driven by the emergence of shale gas has led to increased variability and some declines in this previously
stable segment. The company is repurposing its existing infrastructure, managing its cost profile and creating new
connections to adapt to the changing landscape. The long term contracts with an average life of 23 years for all of
the capacity on the Southeast Main Line portion of the ANR Pipeline systemis a good example. The Liquids
segment, currently dominated by the Keystone Base systemis expected to provide relatively stable cash flow until
the end of the 20 year contracts in 2030. Key contract terms that support our assumption of stable cash flow
generation are the take or pay nature of the contracts covering 90%, or 530kbpd of the 590kbpd pipeline capacity.
TCPL is not exposed to underlying commodity prices and key variable costs including power, property taxes and
maintenance are flow through costs to shippers. At the end of the contract term TCPL will have fully recovered the
capital costs of its initial investment. The Energy segment includes some of the most variable cash flows in the
company, although the sub segments and individual assets have very different profiles. The segment itself is
reasonably well diversified by fuel type, geography and facility. Riskier cash flows are exposed to dispatch, price
and operating risks, while some contracts provide capacity payments with operating risk as the only meaningful
exposure.

EXECUTION RISK SURROUNDING LARGE CAPITAL PROGRAM
The company's capital program will improve the company's business risk profile upon completion but carries
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material execution risk and will put pressure on key credit metrics during construction, both negatives for credit
quality. All of the investments are underpinned by either long term contracts with favorable terms that are expected
to generate stable long term cash flow or to a lesser extent are being made into regulated businesses with strong
underlying fundamentals. Contract terms would typically include take or pay provisions with minimum volume
commitments, no commodity price risk, a long contract tenor with generally creditworthy counterparties and a flow
through of variable costs. The total capital program over the period 2015 to 2020 is substantial at about $46 billion,
or about 70% of total assets. About $12 billion is planned for a series of smaller to medium sized projects with
limited execution risk that are largely expected to be in-service by the end of 2017, with the remainder going into
five large projects totaling about billion. These projects are Energy East, two LNG Gas pipelines, Keystone XL
and NGTL's Merrick Pipelines ($1.9 billion). These first four projects with total capital spending of $32 billion
expose the company to varying degrees of execution risk, including exposure to potential cost overruns (partially
mitigated by cost sharing mechanisms with shippers) and delays in project in-service dates. Given the size of
these projects, they add a binary component to many aspects of the company's credit profile. Each of these four
projects is exposed to varying degrees of uncertainty that affect both the likelihood and timing of the projects
moving forward. Execution risks would be exacerbated if the company were to progress with more than one
project at a time. The figures above do not include refurbishment of Ontario nuclear reactors.

STABLE CREDIT METRICS AND CREDIT SUPPORTIVE FINANCIAL POLICIES

We expect the company to continue to generate predictable, growing cash flow and maintain stable credit metrics,
a key credit strength. We base this on the diversity and underlying quality of cash flows and the company's
financial strategies, particularly in light of the company's large capital program. Management has indicated that it
intends to maintain its target of 15% reported FFO to debt and we expect adjusted FFO/debt to remain in the range
of about 13-15%. While the large capital program could put pressure on the balance sheet management has
identified several levers that it intends to utilize to finance its expected capital program. In addition to internally
generated cash flow and debt issuance, we expect the company to issue preferred shares and hybrid securities
with some equity characteristics and actively manage its portfolio of assets. The company has also publicly
announced its intention to sell its remaining US gas pipeline assets to TC Pipelines over the 2015-2017 period to
help fund its capital program. The company may also engage in assets sales and take on strategic partners on its
largest projects. Depending on the ultimate profile of the capital program and the combination of factors above,
management may also issue equity through a dividend reinvestment program or direct equity issuance. Financial
metrics, on an LTM basis, are below our expectations, however they are in part somewhat depressed by $C1.8
billion of largely unrestricted cash on hand and the impact of foreign exchange rates. We include hybrid
instruments of C$2.5 billion at TransCanada Corporation as part of our consolidated financial analysis of TCPL.

Liquidity Profile

TransCanada currently has an adequate liquidity profile; however, its current committed sources of alternate
liquidity are modest relative to its capital program and the company relies in part on short-term facilities that must
be renewed annually. These liquidity arrangements are based on the company's continued ability to extend its
expiring 364-day facilities and refinance its upcoming debt maturities. TransCanada has extended its existing
facilities for another year and has historically not experienced difficulty in obtaining these extensions. We believe
the company continues to have strong access to the capital markets.

At the end of March 2015, TransCanada reported cash on hand of C$1.8 billion. For the twelve months ended 31

March 2015, the company had negative free cash flow of C$2.3 billion as a result of CFO of C$3.7 hillion, capex of
C%4.3 billion, and total dividends of C$1.6 billion (figures Moody's adjusted). TransCanada expects to spend about
$12 billion in capital expenditures in 2015-2017 excluding any construction costs associated with its large projects.

The amount of TransCanada's committed credit facilities would not be able to cover the negative free cash flow
and near-term debt maturities if it were to move forward with these large projects. We have assumed that the
company would likely increase the size of its committed and short-term facilities consistent with final investment
decisions on its large capital projects. At 31 March 2015, TransCanada had C$5.5 billion (C$2.7 billion of unused
capacity) of committed credit facilities: a C$3 billion revolver at TCPL expiring in December 2019 and two
extendible 364-day US$1 billion revolvers at TCPL USA and at TransCanada American Investments Limited
(TAIL), both expiring on 6 November 2015. The revolver at TCPL provides for same day funding up to a swingline
sub-commitment of C$750 million, and credit facilities at TCPL USA and TAIL each provide for same day funding
up to US$1 billion. The facilities at TCPL and TAIL are undrawn backup facilities for commercial paper programs at
each of these entities. The facilities do not require the company to represent and warrant as to a material adverse
event at each borrowing, which supports liquidity. These facilities include a single financial covenant setting the
maximum consolidated debt/capitalization at 75%. TransCanada has ample headroom under that covenant. In the
next 12 months TransCanada has about C$2.1 billion of lona-term debt due and we expect TransCanada to
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refinance these debt obligations as they mature.
Rating Outlook

The stable outlook for the company is based on ongoing stable earnings and cash flow. Given the company's
funding strategy for its large capital program we do not anticipate any meaningful decline in credit metrics that
could lead to a rating action.

What Could Change the Rating - Up

We do not expect a rating upgrade in the near to medium term. The company's leverage is relatively high and the
large capital programis unlikely to lead to an improvement in the financial profile for the duration of the period of
high capital spending. Vhile we don't expect it, if following the successful completion of the large capital program
we forecast FFO/debt in the high teens we could raise the rating.

What Could Change the Rating - Down
A downgrade could occur if the company fails to deliver its capital program on time and budget leading to a
sustained forecasted decline in Moody's adjusted credit metrics to about 12% FFO/debt. We could also

downgrade the company if the company experiences increased cash flow variability in its core businesses or if the
company changes its financial policies.

Rating Factors

TransCanada PipeLines Limited

Natural Gas Pipelines Industry Current LTM [2]Moody's 12-18 Month Forward
Grid [1] 3/31/2015 ViewAs of 6/8/2015
Factor 1 : Market Position (15%) Measure Score Measure Score
a) Demand Growth Aaa Aaa
b) Competition A A
¢) Volume Risk & Throughput A A
Trend

Factor 2 : Quality of Supply
Source (10%)

a) Supply Source Aaa
Factor 3 : Contract Quality (30%)
a) Firm Revenues

b) Contract Life

¢) Shipper Quality /
Recontracting Risk

Factor 4 : Financial Strength
(45%)

a) (FFO + Interest) / Interest 3.7x
b) FFO / Debt 11.8%
¢) (FFO - Dividends) / Debt 7.0%
Rating:
a) Indicated Rating from Grid Baa1 Baa1
b) Actual Rating Assigned A3 A3
Source: Moody's Financial

Metrics

>& >

3.5x - 4x Ba
13%- 15% Ba
6% - 8% Ba

£

[1] Based on consolidated financial data of TransCanada Corporation. All ratios are calculated using Moody's
Standard Adjustments. [2] This represents Moody's forward view; not the view of the issuer; and unless noted in
the text, does not incorporate significant acquisitions and divestitures.
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This publication does not announce a credit rating action. For any credit ratings referenced in this publication,
please see the ratings tab on the issuer/entity page on http://mww.moodys.com for the most updated credit rating
action information and rating history.

MoobDy’s
INVESTORS SERVICE

© 2015 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and
affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES
(‘MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES,
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY’S (“MOODY’S PUBLICATIONS’) MAY INCLUDE MOODY’S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR
COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT RATINGS AND MOODY’S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S
PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR
INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS
OVWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY’S CREDIT
RATINGS OR MOODY’S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing
the Moody’s Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to
use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited
to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial
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instrument is not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers,
arising from or in connection with the information contained herein or the use of or inability to use any such
information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER
WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCQO”),
hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes
and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of
any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees
ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address
the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist
between directors of MCO and rated entities, and between entities who hold ratings from MIS and have also
publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY’S dffiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or
Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY’S that you are, or are
accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you
represent will directly or indirectly disseminate this document or its contents to “retail clients” within the meaning of
section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to
retail clients. It would be dangerous for “retall clients” to make any investment decision based on MOODY’S credit
rating. If in doubt you should contact your financial or other professional adviser.

For Japan only: MOODY'S Japan KK. (“MJKK”) is a wholly-owned credit rating agency subsidiary of MOODY'S
Group Japan G.K., which is wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of
MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MUKK. MSFJ is not a
Nationally Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are
Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and,
consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MUKK and MSFJ
are credit rating agencies registered with the Japan Financial Services Agency and their registration numbers are
FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MUKK or MSFJ (as
applicable) have, prior to assignment of any rating, agreed to pay to MUKK or MSFJ (as applicable) for appraisal
and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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Debt Rated

Issuer Rating

Issuing Entity

TransCanada PipeLines Limited
Unsecured Debentures & Notes TransCanada PipeLines Limited
Junior Subordinated Notes TransCanada PipeLines Limited
Commercial Paper TransCanada PipeLines Limited

Preferred Shares — Cumulative TransCanada Corporation

Rating Action

A (low) Confirmed Stable
A (low) Confirmed Stable
BBB Confirmed Stable
R-1 (low) Confirmed Stable
Pfd-2 (low) Confirmed Stable

Rating Update

DBRS Limited (DBRS) has confirmed the ratings of TransCan-
ada Corporation (TCC or the Company) and its wholly owned
subsidiary, TransCanada PipeLines Limited (TCPL), both with
Stable trends. The preferred share rating of TCC, which owns
100% of TCPL and holds no other material assets, is based on the
strength of TCPL and the expectation that no debt will be issued
at TCC. The ratings primarily reflect (1) expected improvement
in TCC’s overall business risk profile over the medium term, (2)
potential medium-term pressure on its credit metrics and (3)
environmental, regulatory and political risks with respect to its
natural gas and liquids pipelines segments.

1. TCC’s planned $46 billion growth capital expenditures (capex)
program ($12 billion of small- to medium-term projects and $34
billion of large-scale, medium- and longer-term projects) would
improve TCC’s overall business risk profile by expanding its low-
er-risk liquids pipeline segment and reducing its proportional
exposure to the Canadian Mainline natural gas pipeline and to
volume and/or commodity price risk within its Energy segment.
The growth projects are largely contracted with good counter-
parties and, if completed, would also reduce the proportion of its
EBITDA that is exposed to commodity price risk.

2. DBRS expects TCC’s credit metrics to be pressured in the me-
dium term, particularly if some of its large-scale projects are ap-

proved in the next few quarters. Key credit metrics targeted by
TCC are cash flow-to-debt of at least 15% and cash flow-to-in-
terest of at least 3.0 times (x; 13.8% and 4.0x, respectively, as cal-
culated by DBRS as at March 31, 2015). The negative impacts of
the weaker Canadian dollar on outstanding U.S.-dollar debt and
pre-funding of near-term spending in Q1 2015 were key factors
contributing to artificially weak metrics at the end of Q1 2015.
DBRS expects that the length of time of credit metric underper-
formance would be dependent on the timing of approval and ca-
pex spending pattern of the projects that are currently awaiting
regulatory approvals and/or final investment decisions.

3. TCC faces environmental, regulatory and political risks with
respect to several projects, including Keystone XL, which has
been repeatedly delayed due to environmental and political is-
sues. Future project execution could entail longer lead times and
higher construction costs than before, potentially affecting Ener-
gy East and other large projects. Regulatory risk was highlighted
by the National Energy Board’s (NEB) March 2013 and Novem-
ber 2014 Canadian Mainline decisions, which eliminated the full
throughput protection of the previous tolling methodology and
resulted in lower earnings despite higher throughput in Q1 2015
and could potentially lead to lower Canadian Mainline earnings
going forward.

Financial Information

(DBRS-adjusted amounts and ratios) 3 mos. ended Mar. 31 endLQdTA%Sr: 31 For the year ended December 31
(CAD millions, US GAAP in all periods) 20£ M 20J 20# m m M
Net income before extras 488 447 1,855 1,814 1,678 1,407 1,636
Cash flow (before working capital changes) 1,153 1,102 4,319 4,268 3,916 3,284 3,451
Total debt & equivalents/capital 57.7% 54.0% 57.7% 55.3% 53.9% 51.7% 51.0%
Cash flow/total debt & equivalents 14.7% 17.1% 13.8% 15.4% 15.5% 15.1% 16.4%
EBITDA interest coverage 1 4.08 417 3.96 3.98 3.76 3.44 3.67
EBIT interest coverage 1 2.92 3.03 2.81 2.83 2.63 2.36 2.59
Fixed-charges coverage (EBIT-based) 1 2.70 2.76 2.57 2.59 2.39 2.18 2.39
Common & pref divs/net income (before extras) 80.3% 81.4% 80.2% 80.4% 83.1% 93.6% 76.8%
1 Includes dividends/distributions received from equity investments in numerator of each ratio.
Corporates: Energy June 5, 2015
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Rating Considerations

1. Growth capex would improve business risk profile.
TCC’s planned $46 billion capex program (see Major Capital
Projects section) would improve the Company’s overall business
risk profile by expanding its lower-risk liquids pipeline segment
and reducing its proportional exposure to the Canadian Mainline
and to volume and/or commodity price risk within its Energy
segment. The growth projects are largely contracted with good
counterparties and, if completed, would also reduce the pro-
portion of its EBITDA that is exposed to commodity price risk.
Ownership of one of the largest integrated natural gas pipeline
networks in North America should allow it to adapt to changing
supply/demand dynamics over time.

2. Regulatory/contractual framework for pipelines.

Despite challenges in recent years (see below), the Company has
benefited from the regulatory and/or contractual framework
within its pipeline segments, which have accounted for approxi-
mately 75% of its segment EBITDA in recent years. The NEB and
the Federal Energy Regulatory Commission (FERC) (although to
a lesser extent) have been relatively supportive in providing the
regulatory framework necessary for pipelines to have the op-
portunity to recover their costs and earn an adequate return on
equity (ROE) and return of equity over a reasonable time frame.

3. Base-load/long-term contract support in Energy.
TCC’s Energy segment benefits from its weighting toward base-
load power and long-term contractual arrangements. A substan-
tial proportion of the EBITDA from TCC’s Energy segment is
supported by long-term power contracts with creditworthy par-
ties (e.g., Ontario Power Authority (OPA) and Hydro-Québec,
both rated A (high) by DBRS). In addition, more than 80% of its
2,034 megawatts (MW) of capacity in Alberta is from base-load
coal-fired electricity generation under power purchase agree-
ments (PPAs) that expire in 2017 (560 MW) and 2020 (1,109
MW), although low power prices resulted in low returns in 2014
and Q1 2015.

4. Reasonable balance sheet and credit metrics.

The Company’s financial profile remains reasonable for its busi-
ness risk profile as capex has been lower than previously antici-
pated due to the ongoing Keystone XL delay (see Financial Pro-
file section).

Challenges

1. Uncertainties in natural gas pipeline segment.

TCC faces challenges in its Canadian and U.S. natural gas pipe-
line segments related to changing gas flows as a result of large-
scale shale gas production, particularly in various regions in
the United States, which has resulted in depressed continental
gas prices. This trend in turn had a disproportionately nega-
tive impact on the Canadian Mainline’s 2012 and 2013 volumes,
thereby driving up tolls under the previous cost-of-service meth-
odology to levels that resulted in lower netbacks for natural gas
producers. The NEB’s recent decisions (see Regulation — Cana-
dian Mainline and NOVA Gas Transmission Ltd. (NGTL) System
section) have resulted in an increase in TCC’s business risk by
eliminating the full throughput protection of the previous tolling
methodology as Canadian Mainline earnings fell in Q1 2015 de-
spite higher throughput. DBRS believes that similar issues could
develop with respect to certain TCPL natural gas pipelines in the
United States over the medium term.

2. Volume and/or price risk with some assets.

The Company faces volume and/or commodity price risk within
some of its assets. For example, its U.S. natural gas pipelines re-
tain some volume risk, although usually limited to certain com-
ponents of toll revenue. The Canadian Mainline is more exposed
to volume risk following recent NEB decisions and the Keystone
Pipeline System (Base Keystone) has a relatively small uncon-
tracted component, while Gulf Coast Pipeline’s long-term con-
tracts only come into effect when Keystone XL is completed.
Energy segment assets have exposure to either one or both of
price and volume risk. TCC hedges much of its limited commod-
ity price exposure.

3. Rising environmental regulatory and political risk.
TCC faces environmental, regulatory and political risks with re-
spect to several projects, including Keystone XL, which has been
repeatedly delayed due to environmental and political issues.
The NEB’s recent decisions with respect to the Canadian Main-
line provide an example of regulatory risk. These issues raise the
possibility that future pipeline project development could entail
longer lead times and construction costs than previously experi-
enced, potentially affecting other projects.

4. Potential medium term pressure on credit metrics.
TCC’s credit metrics will likely be pressured in the medium
term, particularly if some of its large-scale projects are approved
in the next few quarters prior to improvement (starting in 2017)
as most of the $11.6 billion of small- to medium-sized projects are
placed into service and begin to generate cash. Key credit metrics
targeted by TCC are cash flow-to-debt of at least 15% and cash
flow-to-interest of at least 3.0x. DBRS expects that the length of
time of underperformance with respect to these metrics would
be dependent on the timing of approval and capex spending pat-
tern of the projects.

Corporates: Energy
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Regulation - Canadian Mainline and NGTL System

The Canadian Mainline, NGTL System and the other Cana-
dian natural gas pipelines owned and/or operated by TCPL are
regulated by the NEB, which regulates the construction and
operation of facilities and the terms and conditions of service
(including rates) that are expected to provide TCPL with the
opportunity to recover the costs of transporting natural gas, in-
cluding return of and return on capital.

Canadian Mainline

In March 2013, the NEB released a decision that set Canadian

Mainline tolls for 2013 through 2017 at competitive levels, fixing

tolls for some services and providing unlimited pricing discre-

tion for others.

e The NEB established an allowed ROE 0f 11.5% on 40% deemed
common equity and included mechanisms to achieve the fixed
tolls through the use of a Long Term Adjustment Account
(LTAA) as well as a Tolls Stabilization Account (TSA) to cap-
ture the surplus (or shortfall) between revenues and cost of
service for each year over the five-year term of the decision.

e The decision provided an opportunity to generate incentive
earnings by raising revenues and reducing costs.

e The NEB also identified certain circumstances that would re-
quire a new tolls application prior to the end of the five-year
term. One of those circumstances occurred in 2013 when the
TSA balance became positive. In December 2013, TCC filed
the 2015-2030 Tolls and Tariff Application that addressed tolls
moving forward.

In November 2014, the NEB approved the Canadian Mainline’s

2015-2030 Tolls and Tariff Application under which TCC and

the three largest Canadian local distribution companies agreed

to the following terms:

e New fixed tolls for 2015 to 2020 as well as certain parameters
for a toll-setting methodology to 2030.

» Tolls to be calculated on a 10.1% base allowed ROE on 40%
deemed common equity.

 Includes an incentive mechanism that requires a $20 million
(after-tax) annual contribution by TCC from 2015 to 2020,
which could result in a range of ROE outcomes from 8.7% to
11.5%.

* Toll stabilization through continued use of deferral accounts,
namely the LTAA and the Bridging Amortization Account, to
capture the surplus (or shortfall) between revenues and cost
of service for each year over the six-year term of the decision.

e TCC was required to file a compliance filing with the NEB in
Q1 2015 (filed March 31, 2015, currently operating under in-
terim tolls) and a toll review for the 2018 to 2020 period prior
to December 31, 2017.

e TCC commited to increase pipeline capacity to eastern Ca-
nadian markets for supplies from the Dawn and Niagara, On-
tario, regions.

e Provides a market driven, stable, long-term accommodation
of future demand in the region in combination with the an-
ticipated lower demand for transportation on the Prairies Line
and the Northern Ontario Line while providing a reasonable
opportunity for TCC to recover related Canadian Mainline
costs.

e TCC retains pricing flexibility for discretionary services to
implement certain toll changes and new services as required
by the terms of the settlement.

NGTL System

In February 2015, the NEB approved the NGTL System’s 2015

Revenue Requirement Settlement Application. The Settle-

ment structure is similar to the previous 2013-2014 Settlement

with fixed annual operating, maintenance and administration

(OM&A) costs, allowed ROE and deemed common equity. Any

variance between fixed OM&A costs in the Settlement and ac-

tual costs accrue to TCC.

 Allowed ROE was fixed at 10.1% on 40% deemed common eq-
uity in 2015 (same as for 2013 and 2014), compared with 9.7%
allowed ROE on 40% deemed common equity in 2012.

e Depreciation expense was established at a forecast composite
rate of 3.12% in 2015 (same as for 2014), compared with a com-
posite rate of 3.05% for 2013 and 2.71% in 2012.

e OM&A costs for 2015 were fixed at an escalation of 2014 actual
costs, with any variances to NGTL’s account. All other costs
were passed through to the shippers on a flow-through basis.

In April 2015, the NEB recommended that the federal govern-
ment approve the NGTL System’s $1.7 billion North Montney
Mainline Project (see Major Capital Projects section) and ap-
proved the rolled-in tolling design for the project costs during
a transition period, subject to certain conditions that TCC is re-
viewing. The project remains subject to certain conditions, in-
cluding a final investment decision on the associated LNG proj-
ect.

Corporates: Energy
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Earnings and Outlook

Income Statement 3 mos. ended Mar. 31 endL%n,\"A%Sr: 31 For the year ended December 31
2015 2014 2015 2014 2013 2012 2011

(CAD millions, US GAAP, DBRS-adjusted)

Canadian Natural Gas Pipelines 522 566 2,274 2,318 2,107 1,892 1,961
U.S. & International Natural Gas Pipelines 371 291 1,020 941 780 878 966
Business Development Costs (18) (9) (26) (17) (35) (29) (52)
Natural Gas Pipelines EBITDA before extras 874 848 3,267 3,241 2,853 2,741 2,875
Liquids Pipelines EBITDA before extras 309 241 1,127 1,059 752 698 587
Energy EBITDA before extras 388 345 1,391 1,348 1,362 903 1,168
Segment EBITDA before extras 1,571 1,434 5,785 5,648 4,967 4,342 4,630
Corporate and other (42) (3) (109) (70) (100) 22 (108)
EBITDA before extras 1 1,529 1,431 5,676 5,578 4,867 4,364 4,522
Depreciation & amortization (434) (393) (1,652) (1,611) (1,472) (1,375) (1,328)
EBIT before extras 1 1,095 1,038 4,024 3,967 3,395 2,989 3,194
Interest expense, net (305) (264) (1,184) (1,143) (1,006) (969) (931)
Net income before extras and taxes 790 774 2,840 2,824 2,389 2,020 2,263
Other income (expense) (55) (103) (103) (151) (49) (136) (33)
Income taxes recovered (paid) (247) (224) (882) (859) (662) (477) (594)
Net Income before extraordinary items 488 447 1,855 1,814 1,678 1,407 1,636
Extraordinary items (78) (10) (40) 28 128 (31) (33)
Reported net income 410 437 1,815 1,842 1,806 1,376 1,603
Segment EBITDA Breakdown

% Canadian Natural Gas Pipelines 33% 39% 39% 41% 42% 44% 42%
% U.S. & International Natural Gas Pipes 24% 20% 18% 17% 16% 20% 21%
% Natural Gas Pipelines 56% 59% 56% 57% 57% 63% 62%
% Liquids Pipelines 20% 17% 19% 19% 15% 16% 13%
% Energy 25% 24% 24% 24% 27% 21% 25%

1 Includes dividends/distributions received from equity investments.
Net income (before extras) rose by $136 million (8%) in 2014 Keystone Gulf Coast Extension placed into service in January

compared with 2013, mainly due to much higher EBITDA from 2014 and the stronger U.S. dollar.

i\latural Gas Pipelines anddL}llgu}ids Pipelines, Pa(rlﬂ,y offset by Energy EBIT and EBITDA fell by 3% and 1%, respectively, due
ower Energy EB,ITDA and fugher cgrpofrated an . 1(ri1come tax to a number of factors including (a) lower earnings from West-
expense (see Business Segments section for detailed EBITDA ern Power due to lower realized prices; (b) higher realized ca-

breakdovan). - pacity prices in New York and higher realized power prices in

e Canadian Natural Gas Pipelines EBIT and EBITDA rose by New York and New England; (c) incremental Eastern Power
14%,’ apd 1,0%’ re'spective'l Y la?gely reflecting highgr Canadian earnings from four solar facili’ties acquired in each of 2013 and
Mamhng 11'1cent1ve' earnings in 2014 (see Regulation ~ Cana- 2014; and (d) lower Natural Gas Storage earnings due to lower
dian Mainline section). realized natural gas price spreads.

e U.S. and International Natural Gas Pipelines EBIT and EBIT-
DA rose by 25% and 21%, respectively, m.amly due to higher et income (before extras) rose by $41 million (9%) in Q1 2015
earnings from the Tamazunchale Extension placed into ser- . ompared with Q1 2014, mainly due to higher EBITDA from
Vi.ce.in 2014, highel.“ revenue at Great ;akes Gas Transmission U.S. and International Natural Gas Pipelines (+27%), Liquids
lelte.d Partnership (as a result. (?f 1pcreased demand from Pipelines (+28%) and Energy (+12.5%), partly offset by lower
cold winter Wea.ther) and the positive impact ofathe stronger  pp1TpA from Canadian Natural Gas Pipelines (-8%) and higher
U.S. dollar relative to the Canadian dollar. depreciation, interest and income tax expenses (see Business

* Liquids Pipelines EBIT and EBITDA rose by 40% and 41%, Segments section for detailed EBITDA breakdown).
respectively, primarily due to incremental earnings from the
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Earnings and Outlook continueD)

Outlook

DBRS expects lower earnings growth in 2015 as fewer projects come on stream (Houston Lateral and Terminal as well as certain
smaller Canadian Mainline and NGTL System projects) compared with 2014.
* Incremental earnings from these new assets, combined with expected higher American Natural Resources (ANR) earnings from
new long-term contracts and expected higher net margins and production from U.S. Power assets, could mitigate the potential for
low realized power prices and gas storage spreads in Alberta and lower Canadian Mainline earnings.

e Medium-term earnings growth is expected to come from TCC’s large organic capex program.

Financial Profile

Consolidated Financial Profile

(DBRS-adjusted amounts and ratios)
(CAD millions, US GAAP in all periods)

Net income before extras
Depreciation and amortization
Deferred income taxes, NCI and other
Cash Flow from Operations
Capex and equity investments

Dividends (common, preferred & NCI)

Giross free cash flow (before working capital)

Changes in non-cash working capital items

Gross Free Cash Flow

Business acquisitions, net of cash
Proceeds on sale of invest. and other
Net Free Cash Flow

Inc. (dec.) in total debt

Inc. (dec.) in non-controlling int. financing
Inc. (dec.) in preferred shares

Inc. (dec.) in common shares

Dec. (inc.) in cash balances

Funding Sources

Total debt & equivalents/capital
Cash flow/total debt & equivalents
Cash flow interest coverage

EBIT interest coverage !

Fixed-charges coverage (EBIT-based) 1

Common & pref divs/net income (before extras)

3 mos. ended Mar. 31

12 mos.
ended Mar. 31

For the year ended December 31

2015

488
434
231

1,153
(1,100)
(429)
(376)
(393)
(769)
0

292
477

1,540
4

243

22
(1,332)
477

57.7%
14.7%
4.07
2.92
2.70
80.3%

2014

447
393
262

1,102

(937)
(403)
(238)
(123)
(361)
0

80
(281)

(160)
0
240
23
178
281

54.0%
17.1%
4.21
3.08
2.76
81.4%

2015

1,855
1,652
812
4,319
(4,776)
(1,696)
(2,153)
(459)
(2,612)
(241)
922
(1,931)

2,578
83

243

99
(1,072)
1,931

57.7%
13.8%
4.01
2.81
2.57
80.2%

2014

1,814
1,611
843
4,268
(4,613)
(1,670)
(2,015)
(189)
(2,204)
(241)
710
(1,735)

878
79
240
100
438
1,735

55.3%
15.4%
4.04
2.83
2.59
80.4%

1 Includes dividends/distributions received from equity investments in numerator of each ratio. NCI = Noncontrolling Interests.
Note: Common equity and total capital exclude accumulated other comprehensive income for ratio calculations.

2013

1,678
1,472
766
3,916
(4,915)
(1,602)
(2,601)
(326)
(2,927)
(216)
123
(3,020)

2,475
384
385
152

(876)

3,020

53.9%
15.5%
4.08
2.63
2.39
83.1%

2012

1,407
1,375
502
3,284
(3,250)
(1,474)
(1,440)
287
(1,153)
(214)
193
1,174)

960

0

0

111
103
1,174

51.7%
15.1%
3.59
2.36
2.18
93.6%

2011

1,636
1,328
487
3,451
(3,146)
(1,413)
(1,108)
235
(873)

96
(777)

126
321

324
777

51.0%
16.4%
3.80
2.59
2.39
76.8%

TCC’s financial profile remains reasonable for its business risk profile as capex remains lower than previously anticipated, largely
due to the Keystone XL delay. In 2014, increased earnings and cash flow as well as preferred and common share issuance supported
its key credit ratios despite relatively high capex.
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Financial Profile continuep)

¢ Cash flow benefited from improved earnings in 2014, attribut-
able to higher results in all segments except Energy (see Earn-
ings and Outlook section) as well as relatively low cash income
taxes.

e The increase in the debt-to-capital ratio since YE2012 is at-
tributable to both net debt issuance to fund growth capex and
the negative impact of the weaker Canadian dollar on out-
standing U.S.-dollar debt.

e TCC’s dividend payout ratio remains high (80% of net income
before extras in 2014 compared with 94% in 2012) as earnings
growth has not kept pace with common and preferred share
issuances since 2011.

* Key credit ratios weakened in Q1 2015 despite higher earnings
and cash flow as significant debt financing, and new preferred
equity were used to build up cash balances (i.e., pre-funding of
near-term spending) and fund a higher free cash flow deficit.
The negative impact of the weaker Canadian dollar on out-
standing U.S.-dollar debt was also a key factor contributing to
artificially weak metrics at the end of Q1 2015.

Outlook

TCC has a large capex program to be funded with (a) retained
cash flow, (b) senior debt and subordinated capital issuance and
(c) further asset dropdowns into TC PipeLines, LP (TCP; see
NCI financing in the above table).

* In 2015, the Company expects capex of $6 billion, mainly re-
lated to Natural Gas Pipeline projects including NGTL System
and Canadian Mainline expansions; Liquids Pipelines projects
including Grand Rapids, Northern Courier, Energy East and
Heartland; and Energy projects including Napanee.

e TCC’s credit metrics will likely be pressured in the medium
term, particularly if Keystone XL is approved in the next few
quarters prior to improvement starting in 2017 as most of the
$11.6 billion of small- to medium-sized, shorter-term projects
are to be placed into service by that year.

e Credit metric weakness would likely be extended beyond 2017
if some or all of the large-scale projects proceed. Key credit
metrics targeted by TCC are cash flow-to-debt of at least 15%
and cash flow-to-interest of at least 3.0x.

e On April 1, 2015, TCC completed the drop down of its final
30% Gas Transmission Northwest interest to TCP. The pro
forma impact on TCC’s credit metrics was modest.

e TCC is expected to drop down its remaining U.S. gas pipelines
(USD 1 billion per year) by the end of 2017.

Bank Lines and Long-Term Debt Maturities

At March 31, 2015, TCPL and its consolidated subsidiaries had

the following committed, revolving credit facilities, part of

which was allocated to backstop its commercial paper (CP) pro-

grams.

* TCPL has a $3.0 billion facility maturing in December 2019 to
backstop its $3.0 billion CP program.

e TransCanada American Investments Ltd. has a USD 1.0 bil-
lion 364-day (plus one-year term-out) facility, guaranteed by
TCPL, maturing in November 2015 to backstop its USD 1.0 bil-
lion CP program.

¢ TransCanada PipeLine USA Ltd. has a USD 1.0 billion 364-day
(plus one-year term-out) facility, guaranteed by TCPL, matur-
ing in November 2015.

12 mos.

3 mos. ended Mar. 31 ended Mar. 31

Long-Term Debt Maturities For the year ended December 31

As at December 31, 2014 2015 2016 2017 201 2019+ Total
Long-term debt maturities (CAD billions) 1.797 2.225 0.846 1.766 18.123 24.757
% of long-term debt 7.3% 9.0% 3.4% 7.1% 73.2% 100.0%

Excludes $2.5 billion of CP backstopped by various credit faciilties.

e Debt maturities are well within the Company’s ability to refinance, although significant new issuance is expected over the me-
dium term to fund the large capex program.

» During Q1 2015, TCC issued $250 million of preferred shares and TCPL issued USD 1.5 billion of medium-term notes (MTNs) and
repaid USD 800 million of MTNs. TCP also issued USD 350 million of MTNs.

e In Q2 2015, TransCanada Trust (guaranteed by TCPL) issued USD 750 million of subordinated trust notes.
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Simplified Corporate Structure

Long-Term Debt As at December 31, 2014

TransCanada Corporation
(TCC)Canada
Pfd 2 (low)
Preferred Shares: CAD2.3 bn

TransCanadaPipeLines Limited
(TCPL) Canada
A (low), BBB, R1 (low)
Total LT Debt: CAD 24.8 bn
Direct LT Debt: CAD 20.9 bn
Junior Subordinated Notes: USD 1.0 bn
CAD83.0 bn committed credit facility

TransCanada PipeLine USA Ltd.
(TCPL USA) Nevada
USD 1.0 bn committed credit facility

701671 Alberta Ltd.
Alberta

TransCanada Energy
Ltd.
Canada

TransCanada Oil
Pipelineinc.

Delaware
Delaware

TransCanada Keystone
Pipeline, LLC
Delaware

NOVA Gas Transmission Ltd.
(NGTL) Alberta

) .\ (Iowl%
Direct External Debt: CAD 1.1 bn

TransCanada American
Investments Ltd. (TAIL)

USD 1.0 bn committed credit facility

Corporates: Energy
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Major Capital Projects

The following table summarizes TCC’s small- to medium-sized
projects. Capital cost composition of these projects by segment
is Liquids Pipelines at 34%, Natural Gas Pipelines at 58% and
Energy at 8%. Capital cost composition by project status is Un-
der Construction at 47% and Under Development at 53%.

Consolidated Financial Profile

Capital

Cost
(CAD billions)
Houston Lateral & Terminal (Liquids Pipe) (USD) 0.6
Topolobampo Pipeline (Mexico) (Gas Pipe) (USD) 1.0
Mazatlan Pipeline (Mexico) (Gas Pipe) (USD) 0.4
Grand Rapids Pipeline (560% share) (Liquids Pipe) 1.5
Heartland Pipeline & TC Terminals (Liquids Pipe) 0.9
Northern Courier Pipeline (Alberta) (Liquids Pipe) 1.0
Canadian Mainline - Other (Gas Pipe) 0.4
NGTL System - North Montney (Gas Pipe) 1.7
NGTL System - 2016/17 Facilities (Gas Pipe) 2.7
NGTL System - Other (Gas Pipe) 0.4
Napanee Generating Station (Ontario) (Energy) 1.0
Small to Medium-Sized, Shorter Term Projects 11.6

The Topolobampo Pipeline is a 30-inch, 530 kilometre (km) or
329 mile natural gas pipeline in Mexico with 670 million cubic
feet per day (MMcf/d) of contracted capacity, supported by a 25-
year contract with Mexico’s state-owned power utility.

The Mazatlan Pipeline is a 24-inch, 413 km or 257 mile natural
gas pipeline in Mexico with 200 MMcf/d of contracted capac-
ity, supported by a 25-year contract with Mexico’s state-owned
power utility.

The Grand Rapids Pipeline includes crude oil and diluent pipe-
lines between the producing area northwest of Fort McMurray,
Alberta, and terminals in the Edmonton/Heartland region in Al-
berta. Grand Rapids is supported by a long-term shipping con-
tract by TCC’s 50% partner and is expected to be in service in
2016 or 2017.

The Heartland Pipeline (which is in development) would con-
nect the new TC Terminals facility (which is under construc-
tion) in the Edmonton/Heartland crude oil market region to
facilities in Hardisty, Alberta. The pipeline could ship up to
900,000 barrels per day (b/d), while the terminal could provide
storage for up to 1.9 million barrels.

The Northern Courier Pipeline includes bitumen and diluent
pipelines between the Fort Hills mine site and Suncor Energy

The Houston Lateral will extend the Keystone Pipeline System
to Houston area refineries and the Houston Terminal will have
initial storage capacity for 700,000 barrels of crude oil upon
completion in Q4 2015.

Invested Status at Expected Revenue

to Date Mar. 31,2015 In-Service Date Stream
0.4 Construction Q4 2015 Contracted / Spot
0.7 Construction mid-to-late 2016 Fully contracted
0.2 Construction mid-to-late 2016 Fully contracted
0.3 Construction 2016-2017 Contracted / Spot
0.2 Development late 2017 Largely contracted
0.3 Construction 2017 Fully contracted
0.0 Development 2015-2016 Cost of Service
0.1 Development 2016-2017 Cost of Service
0.1 Development 2016-2018 Cost of Service
0.0 Development 2015-2016 Cost of Service
0.1 Construction 2017 or 2018 Fully contracted
24

Inc’s terminal located north of Fort McMurray and is expected
to be in service in 2017.

The Canadian Mainline - Other project refers to new short-haul
arrangements, subject to regulatory approval, in the Eastern Tri-
angle portion of the Canadian Mainline that need new facilities
or modifications to existing facilities with expected in-service
dates between November 2015 and November 2016.

Subject to federal government approval, the NGTL System -
North Montney Mainline project would be an extension and
expansion of the NGTL System to receive and transport natu-
ral gas from the North Montney area of British Columbia and
include an interconnection with TCC’s proposed Prince Rupert
Gas Transmission project (PRGT; see below). Under commer-
cial arrangements, receipt volumes are expected to rise between
2016 and 2019 to a total of about two billion cubic feer per day
(bef/d) and delivery volumes to the PRGT of about 2.1 bef/d be-
ginning in 2019. In April 2015, the NEB approved the rolled-in
tolling design for the project costs during a transition period,
subject to certain conditions that TCC is reviewing.

The Napanee Generating Station is a 900 MW natural gas-fired
combined-cycle power plant in Eastern Ontario supported by a
20-year contract with the Independent Electricity System Op-
erator with completion expected in late 2017 or early 2018.
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The following table summarizes TCC’s large-scale projects. The capital cost composition of these projects by segment is Liquids

Pipelines at 61% and Natural Gas Pipelines at 39%.

Consolidated Financial Profile

Capital

Cost
(CAD billions)
Upland (Liquids Pipe) (USD) 0.6
Keystone XL (Liquids Pipe) (USD) 8.0
Keystone Hardisty Terminal (Liquids Pipe) 0.3
Energy East (Liquids Pipe) 12.0
Eastern Mainline (Gas Pipe) il43
Coastal GasLink (B.C.) (Gas Pipe) 4.8
Prince Rupert Gas Transmission (B.C.) (Gas Pipe) 5.0
NGTL System- Merrick (Gas Pipe) 1.9
Total Large Scale Projects 34.1
Small to Medium-Sized & Large Scale Projects 45.7

The Upland Pipeline would ship crude oil from and between
multiple points in North Dakota and interconnect with the En-
ergy East Pipeline at Moosomin, Saskatchewan. Upland is con-
ditional on Energy East proceeding and, subject to regulatory
approvals, is expected to be in service in 2020.

The Keystone XL project would ship crude oil from Hardisty
to Steele City, Nebraska, to expand the capacity of the Keystone
Pipeline System. Timing and approval of Keystone XL remains
uncertain. Keystone XL is expected to have an initial capacity
of 830,000 b/d with more than 500,000 b/d contracted for an
average term of 18 years. These contracts would also apply to the
Gulf Coast Pipeline. The combined Keystone system would have
an initial capacity of 1.4 million b/d.

The 2.6 million barrel capacity Keystone Hardisty Terminal will
be constructed in conjunction with Keystone XL to provide new
crude oil batch accumulation tankage and access to the Key-
stone Pipeline System. The project is secured by binding long-
term commitments exceeding 500,000 b/d.

The Energy East Pipeline project involves conversion of 3,000
kms (1,860 miles) of the Canadian Mainline from natural gas to
crude oil service and the construction of 1,500 kms (930 miles)
of new pipeline. Energy East would have 1.1 million b/d of capac-
ity, with about 1.0 million b/d contracted on a long-term basis.
In April 2015, TCC announced that the marine and associated
tank terminal in Cacouna, Québec, would not be built. Subject to
regulatory approvals, the project is anticipated to be in service
in 2020.

The Eastern Mainline project would add 0.6 bef/d of new ca-
pacity in the Eastern Triangle portion of the Canadian Mainline
as a result of the proposed transfer of a portion of the existing

Invested Status at Expected Revenue

to Date Mar. 31,2015 In-Service Date Stream
0.0 Development 2020 Largely contracted
2.4 Development Permit date + 2 yrs  Largely contracted
0.2 Development Permit date + 2 yrs  Largely contracted
0.6 Development 2020 Largely contracted
0.0 Development 2017 Cost of Service
0.3 Development 2019+ Fully contracted
0.3 Development 2019+ Largely contracted
0.0 Development 2020 Largely contracted
3.8
6.2

Canadian Mainline capacity to crude oil from natural gas service
as part of the Energy East Pipeline project (see above). The East-
ern Mainline project is contingent upon the Energy East project
proceeding.

The Coastal GasLink Pipeline project would initially trans-
port up to 1.7 bef/d of natural gas 670 kms (416 miles) from the
North Montney gas-producing region near Dawson Creek, Brit-
ish Columbia, to the proposed LNG Canada liquefied natural
gas (LNG) export facility near Kitimat, British Columbia, to be
owned by Shell Canada Limited and its partners. The project is
subject to regulatory approvals and a final investment decision
by LNG Canada (expected in early 2016) to proceed with the ex-
port facility.

The Prince Rupert Gas Transmission (PRGT) project would
transport natural gas 900 kms (559 miles) from the North Mont-
ney gas-producing region near Fort St. John, British Columbia,
to a proposed LNG export facility near Prince Rupert, Brit-
ish Columbia, to be owned by a subsidiary of Malaysia’s state-
owned petroleum company, PETRONAS. The PRGT project is
subject to regulatory approvals and a final investment decision
by PETRONAS (now expected by end of Q2 2015) to proceed
with the export facility.

The NGTL System - Merrick Mainline Pipeline (Merrick) proj-
ect would be an extension from the existing Groundbirch Main-
line section of the NGTL System beginning near Dawson Creek
to its endpoint near Summit Lake, British Columbia. NGTL has
signed agreements for 1.9 bef/d of firm service to ship natural
gas to the inlet of the proposed Pacific Trail Pipeline terminating
near Kitimat. Merrick is dependent on regulatory approval and a
positive final investment decision from the Kitimat LNG project.

Corporates: Energy
November 2015

June 5, 2015
Page 9 of 16



TransCanada PipeLines Limited
Vaughan Mainline Expansion Project

Rating Report | TransCanada Corporation & TransCanada PipelLines Limited

Appendix 3-3

DBRS.COM 10

Business Segments

1. Natural Gas Pipelines (56% of segment EBITDA, 53% of
segment EBIT in the last 12 months (LTM) ending March 31,
2015):

TCPL’s network of 57,000 kms or 35,500 miles of wholly owned
pipelines and 11,000 km (6,600 miles) of partially owned pipe-
lines access virtually all major gas supply basins in North Amer-
ica.

(a) Natural Gas Pipelines — Canada (39% of segment

EBITDA, 35% of segment EBIT)

Canadian Mainline (22% of segment EBITDA, 15% of net in-

come before extras)

e The Canadian Mainline extends 14,114 km (8,770 miles) from
the Alberta/Saskatchewan border to the Québec/Vermont
border and connects with other pipelines in Canada and in the
United States.

 Natural gas throughput on the Canadian Mainline rebounded
to 4.5 bef/d in 2014, reversing the previous declining trend (3.7
bef/d in 2013; 4.2 bef/d in 2012; 5.2 bef/d in 2011) as the cold
winter combined with the ability to price discretionary ser-
vices at market services resulted in a significant increase in
long-haul firm transportation originating at Empress, Alberta.

e Canadian Mainline net income (before extras) and EBITDA
rose by 8% and 19%, respectively, in 2014 compared with 2013
primarily due to higher incentive earnings, partly offset by
higher carrying charges owed to shippers on the positive TSA
balance and a lower average investment base.

 Canadian Mainline net income (before extras) fell by 28% and
EBITDA fell by 16% in Q1 2015 compared with Q1 2014, pri-
marily due to implementation of the 2015 to 2030 Tolls and
Tariffs regulatory decision, which resulted in a lower ROE of
10.1% in 2015 compared with 11.5% in 2014 as well as lower
incentive earnings and a lower average investment base in Q1
2015.

NGTL System (15% of segment EBITDA, 13% of net income be-

fore extras)

e The NGTL System connects the Canadian Mainline and Foot-
hills systems along with third-party natural gas pipelines
through 24,525 km (15,239 miles) of pipeline, mostly within
Alberta and partly in British Columbia.

e NGTL is well positioned to link Western Canadian Sedimen-
tary Basin (WCSB) supply to proposed west coast of Canada
LNG projects.

» Natural gas throughput on the NGTL System continued to
rise (field receipts averaged 10.7 bef/d in 2014 compared with
10.1 bef/d in 2013 and 10.0 bef/d in 2012), largely due to rising

WCSB shale gas production and completed expansion proj-
ects. Volumes fell to 11.8 bef/d in Q1 2015 from 12.6 bef/d in Q1
2014, which had risen from 11.0 bef/d in Q1 2013 largely as a
result of colder winter weather.

e NGTL System net income (before extras) and EBITDA were
relatively flat in 2014 compared with 2013 as higher OM&A
costs were offset by a higher average investment base.

* NGTL System net income (before extras) and EBITDA rose by
1.6% and 1.4%, respectively, in Q1 2015 compared with Q1 2014,
primarily due to a higher average investment base.

Foothills System (2% of segment EBITDA, 1% of net income be-

fore extras)

 Transporting natural gas from central Alberta to the U.S. bor-
der, Foothills consists of a 1,241 km (771 mile) transmission
system, which serves markets in the U.S. Midwest, Pacific
Northwest, California and Nevada.

(b) Natural Gas Pipelines - United States and Interna-
tional (18% of segment EBITDA, 18% of segment EBIT)
American Natural Resources (4% of segment EBITDA)

* ANR consists of 15,109 km (9,388 miles) of pipeline transport-
ing natural gas primarily from Texas and Oklahoma on its
southwest leg and in the Gulf of Mexico on its southeast leg
to Wisconsin, Michigan, Illinois, Ohio and Indiana. ANR also
connects with other pipelines, providing access to other gas
sources.

e ANR owns and operates underground gas storage facilities in
Michigan, with 250 bcef of capacity.

* ANR is regulated by the FERC on a complaint basis with an
estimated 15% ROE. The last pipeline rate settlement began in
1997. Pipeline services are provided under tariffs that set lim-
its on the rates for services and allow for non-discriminatory
negotiations and discounts. The value of ANR’s storage servic-
es is based on market conditions that could result in reduced
rates and terms.

* In 2014, ANR secured almost 2 bef/d of commitments (23-year
average term) on its Southeast Main Line, with 1.25 bef/d of
the new contracts beginning service in late 2014.

* ANR’s EBITDA was flat on a USD basis, but rose by 28% on a
CAD basis in 2014 compared with 2013 as a result of a stronger
U.S. dollar relative to the Canadian dollar.

e ANR’s EBITDA rose by 13% on a USD basis (28% on a CAD
basis) in Q1 2015 compared with Q1 2014, mainly due to a set-
tlement with a producer for damages to ANR’s pipeline and a
stronger U.S. dollar.
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TransCanada Corporation 3 mos. ended Mar. 31 end1e%jnl\1llc;sr: 31 For the year ended December 31
Segment EBITDA (CAD millions, US GAAP) 2015 2014 2015 2014 2013 2012
Natural Gas Pipelines
Canadian Mainline 266 17% 315 22% 1,285 22% 1,334 24% 1,121 23% 994 23%

NGTL System 222 14% 219 15% 859 15% 856 15% 846 17% 749 17%
Foothills 27 2% 27 2% 106 2% 106 2% 114 2% 120 3%
Trans Quebec & Maritimes (50% owned) 7 0% 5 0% 24 0% 22 0% 26 1% 29 1%
Cdn Gas Pipe EBITDA before extras 522 33% 566 39% 2,274 39% 2,318 41% 2,107 42% 1,892 44%
ANR Pipeline and Storage 110 7% 86 6% 233 4% 209 4% 193 4% 254 6%
Great Lakes (66.7% owned) 25 2% 21 1% 58 1% 54 1% 35 1% 62 1%
TC Pipelines, LP (28.3% owned) 32 2% 29 2% 101 2% 97 2% 74 1% 74 2%
Other (Bison, GTN, Iroquis, Portland) 51 3% 49 3% 148 3% 146 3% 188 4% 223 5%
Mexico (Guadalajara, Tamazunchale) 59 4% 27 2% 208 4% 177 3% 1038 2% 99 2%
Other (mostly non-controlling interests) 95 6% 79 6% 271 5% 256 5% 187 4% 166 4%
U.S. & Int. Gas Pipe EBITDA bef. Extras 37 24% 291 20% 1,020 18% 941 17% 780 16% 878 20%
Business Development Costs (18) -1% 9) -1% (26) 0% (17) 0% (35) -1% (29) -1%
Subtotal (Natural Gas Pipelines) 875 56% 848 59% 3,268 56% 3,242 57% 2,852 57% 2,741 63%
Liquids Pipelines
Keystone Pipeline System 309 20% 241 17% 1,127 19% 1,059 19% 752 15% 698 16%
Subtotal (Liquids Pipelines) 309 20% 241 17% 1,127 19% 1,059 19% 752 15% 698 16%
Energy
Western Power 15 1% 72 5% 195 3% 252 4% 355 7% 311 7%
Eastern Power 131 8% 93 6% 388 7% 350 6% 322 6% 321 7%
Bruce Power 79 5% 64 4% 329 6% 314 6% 310 6% 14 0%
Cdn Power EBITDA before extras 225 14% 229 16% 912 16% 916 16% 987 20% 646 15%
U.S. Power EBITDA before extras 163  10% 93 7% 484 8% 414 7% 333 7% 209 5%
Gas Storage EBITDA before extras 3 0% 27 2% 20 0% 44 1% 63 1% 67 2%
Business Development Costs (4) 0% (5) 0% (25) 0% (26) 0% (20) 0% (19) 0%
Subtotal (Energy) 387 25% 344 24% 1,391 24% 1,348 24% 1,363 27% 9203 21%
Subtotal of segments 1,671 100% 1,434 100% 5,786 100% 5,648 100% 4,967 100% 4,342 100%
Corporate and Other (42) (3) (110) (70) (100) 22
EBITDA before extras 1 1,529 1,431 5,676 5,578 4,867 4,364
Extraordinary items (78) (10) (40) 28 128 (31)
EBITDA 1 1,451 1,421 5,636 5,606 4,995 4,333

1 EBITDA includes dividends/distributions received from equity investments.
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Mexican Natural Gas Pipelines (4% of segment EBITDA)
¢ The 310 km (193 mile) Guadalajara Pipeline transports natural
gas from Manzanillo to Guadalajara.

 The 365 km (227 mile) Tamazunchale Pipeline transports nat-
ural gas from Naranjos to El Sauz.

e EBITDA growth of USD 60 million (60%) in 2014 and USD 22
million (88%) in Q1 2015 mainly reflect higher earnings from
the Tamazunchale Extension placed in service in 2014.

2. Liquids Pipelines (19% of segment EBITDA, 21% of seg-

ment EBIT in LTM March 31, 2015)

Keystone Pipeline System (Base Keystone) and Gulf Coast Pipe-

line

e Phase 1 of Base Keystone, which extends from Hardisty to
Wood River and Patoka, Illinois, had an initial nominal capac-
ity of 435,000 b/d and was placed into commercial service on
June 30, 2010.

e Phase 2 of Base Keystone, which expanded nominal capacity
to 591,000 b/d and extended the pipeline to Cushing, Oklaho-
ma, was placed in commercial service in Q1 2011.

 The Gulf Coast Pipeline, which is an extension of Base Key-
stone from Cushing to Nederland, Texas, in the U.S. Gulf Coast
was placed into service in January 2014 with an initial crude
oil capacity of up to 700,000 b/d and an ultimate capacity of
830,000 b/d.

e Construction of the Cushing Marketlink project facilities,
which transports crude oil from Cushing to the U.S. Gulf Coast
refining market and forms part of Base Keystone, was com-
pleted in September 2014.

e The Houston Lateral will extend the Keystone Pipeline Sys-
tem to Houston area refineries and the Houston Terminal will
have initial storage capacity for 700,000 barrels of crude oil
upon completion in Q4 2015.

e Liquids Pipelines EBIT and EBITDA rose by 40% and 41%,
respectively, in 2014 compared with 2013, primarily due to in-
cremental earnings from the Gulf Coast Extension placed into
service in January 2014 and the stronger U.S. dollar.

¢ Liquids Pipelines EBIT and EBITDA each rose by 28% in Q1
2015 compared with Q1 2014, primarily as a result of incre-
mental earnings from the Gulf Coast Extension placed into

service in January 2014, higher volumes and the stronger U.S.
dollar.

3. Energy (24% of segment EBITDA, 26% of segment EBIT in
LTM March 31, 2015)

TCPL’s operating power plants have net capacity of approxi-
mately 11,800 MW supported by low-cost, base-load generation
and long-term contracts with relatively stable earnings and cash
flow. In addition, the segment includes 118 bcf of unregulated
natural gas storage capacity in Alberta, accounting for about
one-third of all storage capacity in the province.

(a) Canadian Power (16% of segment EBITDA)

Bruce Power (Ontario) (6% of segment EBITDA)

e TCC owns 48.9% of Bruce A, which has four reactors with a
combined capacity of 3,000 MW. Under a contract, the OPA
receives all of Bruce A’s output at a fixed price that is adjusted
annually for inflation.

e TCC owns 31.6% of Bruce B, which has four operating reac-
tors with a combined capacity of 3,200 MW. All output is sold
under contracts to the OPA at a floor price, adjusted annually
for inflation.

¢ The Province of Ontario’s 2013 Long-Term Energy Plan in-
cluded potential refurbishment of six Bruce Power units. The
parties have not agreed on terms and there is no assurance of
an agreement.

 Bruce Power equity income rose by $4 million (1%) in 2014
compared with 2013, mainly due to higher sales volumes and
realized prices, partly offset by a $40 million insurance recov-
ery recognized in 2013.

e Bruce Power equity income rose by $15 million (23%) in Q1
2015 compared with Q1 2014, mainly due to higher volumes
resulting from fewer outage days at both Bruce A and Bruce B.

Corporates: Energy
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Power Generation Capacity at
March 31, 2015

Western Power* (MW) Fuel Type U.S. Power (MW) Fuel Type
Sheerness PPA (expires 2020)

Coolidge (Arizona) (contract to 2031) 756 Coal Ravenswood 2,480 Natural gas/oil
Sundance A PPA (expires 2017) 575 Natural gas TC Hydro (13 facilities) 583 Hydro
Sundance B PPA (expires 2020) 1 560 Coal Ocean State Power 560 Natural gas
MacKay River 353 Coal Kibby Wind 132 Wind
Carseland 165 Natural gas U.S. Power 3,755

Bear Creak 80 Natural gas Bruce Power

Redwater 80 Natural gas Bruce A 4 1,467 Nuclear
Western Power 40 Natural gas Bruce B 4 1,022 Nuclear

* All Western Power (except Coolidge) is in Alberta 2,609 Bruce Power 2,489

Eastern Power Total Power Generation 11,793

Napanee (20-year contract)**

Halton Hills (contract to 2030) 900 Natural gas Natural gas 3,998 33.9%
Bécancour (contract to 2026) 683 Natural gas Natural gas/oil 2,480 21.0%
Cartier Wind (contracts to 2032) 2 550 Natural gas Nuclear 2,489 21.1%
Portlands Energy (contract to 2029) 3 366 Wind Coal 1,669 14.2%
Grandview (contract to 2025) 275 Natural gas Hydro 583 4.9%
Ontario Solar (contracts to 2033) 90 Natural gas Wind 498 4.2%
Eastern Power 76 Solar Solar 76 0.6%

** Under construction; contract is from in-service date 2,940 Total Power Generation 11,793 100.0%

1 50% share of total 706 MW capacity
2 62% share of the total 590 MW capacity

Eastern Power (7% of segment EBITDA)
» All Eastern Power assets are supported by long-term contrac-
tual arrangements.

e Eastern Power EBITDA rose by $28 million (9%) in 2014 com-
pared with 2013, mainly as a result of incremental earnings
from the four solar facilities acquired in 2013, the additional
four facilities acquired in late 2014 and higher contractual
earnings at Bécancour Power Plant (Bécancour).

» Eastern Power EBITDA rose by $38 million (41%) in Q1 2015
compared with Q1 2014, largely due to the sale of unused
natural gas transportation, higher contractual earnings at Bé-
cancour and incremental earnings from the solar facilities ac-
quired in late 2014.

Western Power (3% of segment EBITDA)

* Most Western Power assets are exposed to the volatility of the
Alberta spot power market despite the fact that approximately
75% of sales volumes were sold under contract in 2014 (72% in
2013; 85% in 2012).

» Western Power EBITDA fell by $103 million (-29%) in 2014
compared with 2013, largely due to lower realized power pric-
es as average Alberta spot prices fell 38% to $50 per megawatt
hour (MWh) in 2014 from $80/MWh in 2013.

» Western Power EBITDA fell by $57 million (-79%) in Q1 2015
compared with Q1 2014, mainly due to the lower realized pow-

3 50% share of the total 550 MW capacity
4 48.9% share of Bruce A and 31.6% of Bruce B

er prices as average Alberta spot prices fell 53% to $29/MWh
in Q1 2015 from $62/MWh in Q1 2014.

(b) U.S. Power (8% of segment EBITDA)

Ravenswood (New York City)

e Ravenswood is a natural gas and oil-fired generating facility
consisting of multiple units employing steam turbine, com-
bined-cycle and combustion turbine technology, with the
capacity to supply about one-fifth of the overall peak load in
New York City. Power output and capacity is sold to the New
York Independent System Operator (ISO) market.

During 2013, FERC addressed complaints with respect to the
controversial interpretation of the mitigation exemption test
by the New York ISO on new entrants into the market, which
effectively lowered capacity payments that Ravenswood re-
ceived for making its capacity available in 2012.

e Average New York Zone J capacity prices were 27% higher in
2014 than in 2013. The increase in spot prices and the impact
of hedging activities resulted in higher realized capacity pric-
es in New York in 2014.

TC Hydro (New Hampshire, Vermont and Massachusetts)
* TC Hydro comprises 13 hydroelectric facilities, including sta-
tions and associated dams and reservoirs.
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Ocean State Power (OSP) (Rhode Island)
* OSP is a natural gas-fired, combined-cycle facility.

e U.S. Power EBITDA rose by USD 47 million (55%) in Q1 2015

« US. Power EBITDA rose by USD 53 million (16%) in 2014  compared with Q1 2014, mainly due to (1) higher margins on

compared with 2013, in large part due to (1) higher realized ca-
pacity prices primarily in New York; (2) higher realized power
prices for the New England and New York facilities; (3) higher
generation volumes primarily at Ravenswood; and (4) higher
margins on volumes purchased for resale to wholesale, com-
mercial and residential customers.

TransCanada Corporation

purchased and resold volumes and (2) lower realized power
prices and generation at the New York and New England facil-
ities partially offset by higher margins and sales to wholesale,
commercial and industrial customers.

Balance Sheet Mar. 31 Dec. 31 Dec. 31 Mar. 31 Dec. 31 Dec. 31
(CAD millions, US GAAP) 2015 2014 2013 2015 2014 2013
Assets Liabilities & Equity
Cash and equivalents 1,821 489 927 Notes payable 2,818 2,467 1,842
Accounts receivable 1,419 1,313 1,122 A/P and accrued liab. 3,277 3,320 2,543
Inventories 280 292 251 L.t. debt due in one year 2,112 1,797 973
Other current assets 1,589 1,446 847 Current liabilities 8,207 7,584 5,358
Current assets 5,109 3,540 3,147 Other long-term liabs. 1,838 1,315 885
Property, plant and equip., net 44,211 41,774 37,606 Deferred income taxes 5,561 5,275 4,564
Equity investments 5,735 5,598 5,759 Long-term debt 25,733 22,960 21,892
Goodwill 4,410 4,034 3,696 Jnr. subordinated notes 1,268 1,160 1,063
Regulatory assets 1,247 1,297 1,735 Noncontrolling interests 1,739 1,583 1,417
Intangibles and other assets 3,104 2,704 1,955 Preferred shares 2,499 2,255 2,007
Total 63,816 58,947 53,898 Common equity 16,971 16,815 16,712

Total 63,816 58,947 53,898
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3 mos. ended Mar. 31 12 mos.
ended Mar. 31

Year ended December 31

Balance Sheet and 2015 2014 2015 2014 2013 2012 2011
Liquidity Ratios
Current Ratio 0.62 0.69 0.62 0.47 0.59 0.48 0.56
Net debt & equivalents/capital 56.2% 53.2% 56.2% 54.9% 53.0% 51.0% 50.2%
Total debt & equivalents/capital 57.7% 54.0% 57.7% 55.3% 53.9% 51.7% 51.0%
Adj. Total debt & equivalents/capital* n/a n/a n/a 57.1% 54.5% 52.2% 51.6%
Common equity/capital 33.3% 37.1% 33.3% 35.9% 37.7% 40.8% 41.3%
Cash flow/total debt & equivalents 14.7% 17.1% 13.8% 15.4% 15.5% 15.1% 16.4%
Adj. Cash flow/total debt & equivalents® n/a n/a n/a 14.6% 15.4% 15.1% 16.3%
(Cash flow - total dividends)/capex 0.76 0.87 0.63 0.64 0.53 0.76 0.87
Common divs/net income (before extras) 75.6% 75.8% 74.9% 75.0% 77.5% 88.1% 72.1%
Pref. share divs/net income (before extras) 4.7% 5.6% 5.2% 5.5% 5.6% 5.5% 4.7%
Common & pref divs/net income (before extras) 80.3% 81.4% 80.2% 80.4% 83.1% 93.6% 76.8%
Dividends (common, pref. & NCI)/cash flow 37.2% 36.6% 39.3% 39.1% 40.9% 44.9% 40.9%
Coverage Ratios (times)
EBIT interest coverage 1 2.92 3.08 2.81 2.83 2.63 2.36 2.59
EBITDA interest coverage ! 4.08 417 3.96 3.98 3.76 3.44 3.67
Fixed-charges coverage (EBIT-based) 1 2.70 2.76 2.57 2.59 2.39 2.18 2.39
Cash flow interest coverage 4.07 4.21 4.01 4.04 4.03 3.59 3.80
Adj. EBIT interest coverage 1* n/a n/a n/a 2.78 2.59 2.33 2.56
Profitability Ratios (before extras.)
Operating margin 33.4% 30.1% 34.2% 33.3% 31.9% 32.6% 35.7%
Profit margin 17.0% 15.5% 18.2% 17.8% 19.2% 17.6% 20.9%
Return on common equity 11.0% 10.1% 10.4% 10.2% 9.8% 8.5% 10.2%
Return on capital 5.5% 5.5% 5.4% 5.5% 5.5% 5.1% 5.7%
Segmented EBIT (CAD millions)
Natural Gas Pipelines 595 586 2,187 2,178 1,839 1,808 1,952
Liquids Pipelines 246 192 897 843 603 553 457
Energy 303 268 1,074 1,039 1,069 620 907
Corporate (49) (8) (134) (98) (116) 8 (122)
EBIT before extras. 1 1,095 1,038 4,024 3,967 3,395 2,989 3,194
Selected Operating Statistics
Cdn. Mainline Average Investment Base $5,018 $5,706 $5,690 $5,841 $5,737 $6,179
NGTL System Average Investment Base $6,419 $6,137 $6,236 $5,038 $5,501 $5,074
Canadian Mainline Volumes (Bcf/day) 5.9 5.9 4.5 3.7 4.2 5.2
NGTL System Volumes (Bcf/day) 11.8 12.6 10.7 10.1 10.0 9.6
ANR System Volumes (Bcf/day) 5.7 5.8 4.4 4.3 4.4 4.7
Energy Sales Volumes (GWh) 14,924 13,587 54,372 48,428 43,794 40,709
1 EBIT and EBITDA include dividends/distributions received from equity investments. NCI = Noncontrolling Interests
* Includes operating leases treated as debt. n/a = not available.
Corporates: Energy June 5, 2015
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Rating History

TransCanada PipeLines Limited Current 2013-2014 2012 2009-2011 2007-2008 2006
Issuer Rating A (low) A (low) A NR NR NR
Unsecured Debentures & Notes A (low) A (low) A A A A
Junior Subordinated Notes BBB BBB BBB (high) BBB (high) BBB (high) NR
Commercial Paper R-1 (low) R-1 (low) R-1 (low) R-1 (low) R-1 (low) R-1 (low)

TransCanada Corporation
Preferred Shares — Cumulative Pfd-2 (low) Pfd-2 (low) Pfd-2 (low) Pfd-2 (low) NR NR

Issuer Description

TransCanada PipeLines Limited (TCPL) is a leading integrated energy services company in North America involved in natural gas
and liquids transmission as well as electricity generation. TransCanada Corporation (TCC) is TCPL’s parent company and holds no
material assets other than TCPL’s common shares.

Previous Action(s)

» TCPL Preferred Share rating Discontinued -Repaid, May 28, 2015.
e New TCPL Notes issues, March 31, 2015.

e New TCC Preferred shares issue, March 2, 2015.

e New TCPL Notes issues, January 9, 2015.

Related Research

 Trans Quebec & Maritimes Pipeline Inc., Rating Report, November 11, 2014.
e NOVA Gas Transmission Ltd., Rating Report, June 24, 2014.

Authorized Principal CP Limit

e TCPL: $3.0 Billion

Previous Report

» TransCanada Corporation & TransCanada PipeLines Limited, Rating Report, June 5, 2014.

Notes:
All figures are in Canadian dollars unless otherwise noted.

For the definition of Issuer Rating, please refer to Rating Definitions under Rating Policy on www.dbrs.com.
Generally, Issuer Ratings apply to all senior unsecured obligations of an applicable issuer, except when an issuer has a significant or unique level of secured debt.

© 2015, DBRS Limited, DBRS, Inc. and DBRS Ratings Limited (collectively, DBRS). All rights reserved. The information upon which DBRS ratings and reports are based is obtained by DBRS
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other circumstance or contingency within or outside the control of DBRS or any DBRS Representative, in connection with or related to obtaining, collecting, compiling, analyzing, interpreting,
communicating, publishing or delivering any such information. Ratings and other opinions issued by DBRS are, and must be construed solely as, statements of opinion and not statements of
fact as to credit worthiness or recommendations to purchase, sell or hold any securities. A report providing a DBRS rating is neither a prospectus nor a substitute for the information assembled,
verified and presented to investors by the issuer and its agents in connection with the sale of the securities. DBRS receives compensation for its rating activities from issuers, insurers, guaran-
tors and/or underwriters of debt securities for assigning ratings and from subscribers to its website. DBRS is not responsible for the content or operation of third party websites accessed
through hypertext or other computer links and DBRS shall have no liability to any person or entity for the use of such third party websites. This publication may not be reproduced, retransmitted
or distributed in any form without the prior written consent of DBRS. ALL DBRS RATINGS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DIS-
CLAIMERS AND LIMITATIONS AT http://www.dbrs.com/about/disclaimer. ADDITIONAL INFORMATION REGARDING DBRS RATINGS, INCLUDING DEFINITIONS, POLICIES
AND METHODOLOGIES, ARE AVAILABLE ON http://www.dbrs.com.

Corporates: Energy June 5, 2015
November 2015 Page 16 of 16



TransCanada PipelLines Limited Section 3 Appendices
Vaughan Mainline Expansion Project Project Justification

Appendix 3-4

TransCanada Corporation Full Analysis
September 8, 2015

November 2015



TransCanada PipelLines Limited Section 3 Appendices
Vaughan Mainline Expansion Project Project Justification

November 2015




































	Vaughan Mainline Expansion Cover Letter
	Table of Contents
	Glossary
	Sec 1 - Application
	Appendix 1-1

	Sec 2 - Filing Manual Checklist
	Sec 3 - Project Justification
	Appendix 3-1
	Appendix 3-2
	Appendix 3-3
	Appendix 3-4




