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David Moneta's Remarks
2016 First Quarter Financial Results Teleconference Call

Friday, April 29, 2016 - 1:00 pm (MT)
Markin MacPhail Centre, Canada Olympic Park, Calgary

Slide 1 - First Quarter 2016 Conference Call

• Thanks very much and good afternoon everyone. I'd like to welcome you to TransCanada’s 2016 first quarter
conference call.

• With me today are:
• Russ Girling, President and Chief Executive Officer,
• Don Marchand, Executive Vice President, Corporate Development and Chief Financial Officer,
• Alex Pourbaix, Chief Operating Officer,
• Karl Johannson, Executive Vice President and President Natural Gas Pipelines,
• Paul Miller, Executive Vice President and President Liquids Pipelines
• Bill Taylor, Executive Vice President and President Energy, and
• Glenn Menuz, Vice President and Controller.

• Russ and Don will begin today with some opening comments on our financial results and certain other
company developments. Please note that a slide presentation will accompany their remarks. A copy of the
presentation is available on our website at transcanada.com. It can be found in the Investor Section under the
heading "Events and Presentations".

• Following their prepared remarks, we will turn the call over to the Conference Coordinator for questions
from the investment community.  If you are a member of the media, please contact Mark Cooper or James
Millar following this call and they would be happy to deal with your questions.

• In order to provide everyone with an equal opportunity to participate, we ask that you limit yourself to two
questions. If you have additional questions, please re-enter the queue.

• Also, we ask that you focus your questions on our industry, our corporate strategy, recent developments and
key elements of our financial performance. If you have detailed questions relating to some of our smaller
operations, or your detailed financial models, Stuart and I would be pleased to discuss them with you
following the call.



Slide 2 - Forward-Looking Information

• Before Russ begins, I’d like to remind you that our remarks today will include forward-looking statements
that are subject to important risks and uncertainties. For more information on these risks and uncertainties,
please see the reports filed by TransCanada with Canadian securities regulators and with the U.S. Securities
Exchange Commission.

Slide 3 -Non-GAAP Measures and Additional Information

• I'd also like to point out that during this presentation we'll refer to measures such as comparable earnings,
comparable earnings per share, earnings before interest, taxes, depreciation and amortization or EBITDA,
funds generated from operations and distributable cash flow. These and certain other comparable measures
do not have any standardized meaning under GAAP and are therefore considered to be non-GAAP measures.
As a result, they may not be comparable to similar measures presented by other entities. These measures are
used to provide you with additional information on TransCanada’s operating performance, liquidity and its
ability to generate funds to finance its operations.

• And finally, this presentation may be deemed to be solicitation material in respect of the proposed
acquisition of Columbia Pipeline Group by TransCanada, therefore pursuant to US securities law, it will be
filed on Columbia’s EDGAR profile and TransCanada’s EDGAR and SEDAR profiles.

• With that, I’ll now turn the call over to Russ.

• Thanks Russ. Just a reminder before I turn it over to the conference coordinator, we ask that you limit
yourself to two questions and if you have any additional questions, please re-enter the queue.

• Thank you very much and thanks to all of you for participating today. We very much appreciate your
participation and we look forward to talking to you again in the near term.



    

Russ Girling Remarks
2016 First Quarter Results Teleconference Call

Friday, April 29, 2016 - 1 p.m. (MT)
Room #3, Markin MacPhail Centre, Calgary

Slide 4 - Recent Developments

• Thanks David.

• Good afternoon everyone and thank you for joining us.

Slide 5 -Highlights

• As I mentioned earlier in my speech to shareholders, 2015 was challenging for the energy industry. But in
the midst of these challenges, TransCanada’s energy infrastructure assets performed well, allowing the
company to deliver record comparable earnings and funds generated from operations in 2015.

• Our $64 billion of North American energy infrastructure assets are largely underpinned by cost-of-service
regulated models or long-term contracts. This has provided our shareholders with cash flow stability
throughout this energy market downturn.

• On March 17 we announced the US$ 13 billion acquisition of the Columbia Pipeline Group.

• This development represents a transformational change for the company and creates an industry-leading
pro forma $24 billion portfolio of near-term growth projects that will support and may augment our
expected eight to 10 per cent annual dividend growth through 2020.

• In addition, our suite of $45 billion in medium to long-term projects has the potential to further transform
the company.

Slide 6 - First Quarter 2016

• Focusing on our first quarter results, comparable earnings were up six per cent over Q1 2015 to $494
million or 70 cents per share.

• Despite weakness in power prices, comparable EBITDA was $1.5 billion and funds generated from
operations were $1.1 billion, similar to the first quarter of last year.



• Today, the Board of Directors declared a quarterly dividend of 56.5 cents per common share for the
quarter ending June 30, 2016. This equates to $2.26 per share on an annualized basis.

• Before I turn the call over to our CFO Don Marchand to discuss our financial results, I will provide a brief
update now on the progress we have made this quarter on some of our major projects.

Slide 7 - Columbia Acquisition I

• I’ll start with our Columbia transaction - the largest acquisition in TransCanada’s history

• On March 17, 2016 we entered into an agreement and plan of
merger to acquire Columbia Pipeline Group.

• Columbia owns one of the largest interstate natural gas pipeline systems in the United States, providing
transportation, storage and related services to a variety of customers in the U.S. Northeast, Midwest, Mid-
Atlantic and Gulf Coast regions.

• Its assets include Columbia Gas Transmission, which operates 18,000 km of pipelines and 286 billion
cubic feet of storage capacity in the Marcellus and Utica shale production areas, and Columbia Gulf
Transmission, a 5,400-km pipeline system that extends from Appalachia to the Gulf Coast.

• The acquisition provides us the rare opportunity to invest in an existing extensive, competitively-
positioned, growing network of regulated natural gas pipeline and storage assets in the Marcellus and
Utica, the fastest growing gas production basins in North America.

• In addition, Columbia is currently advancing US$7.3 billion of commercially secured projects and
modernization investments that are largely expected to be in-service by 2018.

• This is an all-cash transaction where Columbia shareholders will receive US$25.50 per share representing
an aggregate transaction value of approximately US$13 billion including the assumption of approximately
US$2.8 billion of debt.

Slide 8 - Columbia Acquisition II

• Columbia’s preliminary proxy statement for its special meeting of shareholders to approve the acquisition
was filed with the SEC on April 8, 2016. The special meeting is scheduled for June 22, 2016.

• On April 4, notifications were filed with the U.S. Federal Trade Commission, and we also submitted a
filing with the Committee on Foreign Investment in the U.S.



• We continue to expect the acquisition to close in second half of 2016 subject to the shareholder and
regulatory approvals.

• Consistent with our strategy, the addition of Columbia’s gas transmission network to our portfolio will
improve the stability and predictability of earnings and cash flow with 92 per cent of our 2015 adjusted
pro forma EBITDA coming from regulated and long-term contracted assets.

• Looking forward, the monetization of our U.S. Northeast power business will result in virtually all of our
EBITDA being underpinned by cost-of-service regulated business models or long-term contracts.

• We expect this acquisition would be accretive in the first full year of ownership.
• Later, Don will provide further detail on how this acquisition will be financed.

Slide 9 - Mexico Projects

• We had more good news on the natural gas front recently.

• On April 11 we were awarded the contract to build, own and operate the Tula - Villa de Reyes pipeline in
Mexico.

• This project complements our existing network in Mexico and advances our strategy of owning and
operating highly contracted, regulated assets that generate stable, predictable earnings and cash flow in
this region.

• Construction of the US$550 million pipeline is supported by a 25-year transportation service contract with
Mexico’s state-owned power company CFE. We expect it to be operational early in 2018.

• Progress continues in Mexico with other natural gas pipeline projects. In November we were awarded the
contract to build, own and operate the US$500 million Tuxpan-Tula natural gas pipeline - also under a 25-
year contract with the CFE.

• Construction is expected to begin in 2016 and the pipeline should be operational in fourth quarter 2017.

• The US$1 billion Topolobampo project and the US$400 million Mazatlan natural gas pipeline are in the
final stages of construction and are expected to be operational in 2016.

• With the addition of the Tula-Villa de Reyes pipeline, our investment in Mexico will grow to US$3.5
billion



Slide 10 - NGTL - System Expansions

• On our NGTL system, in the first quarter of this year, $100 million of new facilities became operational
and $600 million more are currently under construction.

• The NGTL System continues to develop $7.3 billion of new supply and demand facilities. Currently, $2.5
billion of those facilities have received regulatory approval and a further $1.9 billion are currently being
reviewed by the regulator.

• And we continue to work on applications for approval to build and operate an additional $2.9 billion of
facilities.

• Earlier this month we filed a request with the National Energy Board for a one-year extension of the
Certificate of Public Convenience and Necessity for the North Montney Mainline Project.

• The request ensures our regulatory approvals remain valid and do not expire before the final investment
decision for the PNW LNG project.

Slide 11 - $24 Billion Near-Term Projects

• So with the US$7.3 billion ($9.6 billion Canadian) of projects the Columbia Pipeline Group has underway,
our portfolio of near-term projects will increase to $24 billion.

• As you can see, the projects are in all three of our business lines: natural gas, liquids and energy, and span
all three of our core geographies: Canada, the United States and Mexico

• In addition, essentially all of these projects are underpinned by regulated business models and/or long-
term contracts.

Slide 12 - $45 Billion Long-Term Projects

• In addition to our short-term projects, we continue to advance our $45 billion portfolio of larger-scale,
long-term projects.

• Starting with PRGT, where we signed two further projects agreements with B.C. First Nations during the
first quarter, bringing the total number of agreements signed to 11.

• We remain on target to begin construction of the Prince Rupert project following confirmation of a final
investment decision from PNW LNG.

• On the Coastal GasLink project the LNG Canada joint venture participants anticipate reaching a final
investment decision on their Kitimat-based LNG project in late 2016.



• We continue to advance the Energy East project through the regulatory process with the NEB announcing
its schedule this week.

• And lastly, we continue the necessary work to submit our estimates for the first of six reactor
refurbishments at Bruce Power.

Slide 13 - Key Takeaways

• Looking forward our priorities are straightforward.

• First, operate our existing assets safely, maximize their utilization and continue to deliver stable and
growing cash flow.

• Second, close the US$13 billion Columbia Pipeline Group acquisition and complete asset sales.

• Third, bring our pro forma combined $24 billion near-term project portfolio through approval,
construction and into operation.

• Fourth, advance approval of our $45 billion portfolio of long-term projects.

• And fifth, continue to finance our business in a way that maximizes our financial strength and flexibility
to fund our growth program and to pay a stable and growing dividend.

• I am very confident execution of these priorities will continue to grow shareholder value for many years to
come.

• I’ll now turn the call over to Don for details on our financial performance.



Don Marchand Remarks
2016 First Quarter Results Teleconference Call

Friday, April 29, 2016, 1:00 p.m.
Room #3, Markin MacPhail Centre, Canada Olympic Park, Calgary

Slide 14 - Consolidated Results of Operations

• Thanks Russ and good afternoon everyone.

• As highlighted earlier, we reported net income attributable to common shares in the first quarter of $252
million or $0.36 per share which compares to net income in the same quarter of 2015 of $387 million or 55
cents per share.

• The year over year decrease stems primarily from net after-tax charges of $211 million for a number of
specific items in first quarter 2016 including $176 million relating to the remaining net book value associated
with our investment in the Alberta PPAs as a result of our termination decision, $26 million relating to costs
associated with the Columbia acquisition, and other smaller items. Both periods were also affected by certain
risk management activities.

• Excluding these items, comparable earnings for first quarter 2016 increased six per cent to $494 million or
$0.70 per share compared to $465 million or $0.66 per share for the same period last year.

• A higher contribution from Bruce Power and improved net corporate financial results were partially offset by
lower earnings from the Keystone System, Eastern Power, U.S. Power and Western Power.

• In terms of our business segment results at the EBITDA level…

Slide 15 - Business Segment Results

• In the first quarter, comparable EBITDA was slightly lower than the same period last year.

• Our Natural Gas Pipelines business generated comparable EBITDA of $898 million in first quarter 2016,
compared to $864 million the year earlier.

• Canadian Gas Pipelines comparable EBITDA of $507 million was largely in line with 2015.

• For the quarter, net income from the Canadian Mainline increased by $3 million, primarily due to higher
incentive earnings partially offset by a lower average investment base in 2016. No incentive earnings were
recorded in the first quarter of 2015 as the NEB approval of compliance tolls related to the LDC Settlement
was not received until June 2015.



• The NGTL System’s quarterly net income increased $9 million year-over-year to $73 million mainly due to a
higher average investment base.

• When measured in U.S. dollars, comparable EBITDA for U.S. and International Pipelines was consistent for
the three months ended March 31, 2016 compared to the same period in 2015. This was the net effect of
higher ANR Southeast mainline transportation revenues offset by a first quarter 2015 non-recurring customer
settlement, lower contributions from Mexico Pipelines and higher transportation revenues from Great Lakes.
In Canadian dollar terms, the stronger U.S. dollar in first quarter 2016 had a positive impact on the Canadian
dollar equivalent comparable earnings from our U.S. and International operations.

• In Liquids, the Keystone Pipeline System generated $307 million of comparable EBITDA in the first quarter,
a $4 million decline from the same period in 2015.

• The decrease was the net effect of lower uncontracted volumes on the Keystone Pipeline System and lower
volumes on Marketlink, partially offset by the positive impact of the stronger U.S. dollar.

• Turning to Energy, comparable EBITDA of $329 million in the first quarter declined $57 million from the
same quarter last year due to the net effect of:

• Largely flat results in the Canadian Power segment due to lower contribution from the sale of unused
natural gas transportation and less contractual earnings at Bécancour as well as reduced earnings from
Western Power resulting from lower realized power prices and PPA volumes following the termination of
the PPAs. This was largely offset by higher earnings from Bruce Power stemming mainly from greater
levels of contracting activities, lower depreciation and our increased ownership interest, partially offset by
higher planned outage days;

• Lower earnings from U.S. Power mainly due to decreased margins on sales to wholesale, commercial and
industrial customers, the impact of lower realized prices in both New England and New York and lower
capacity prices in New York. This was partially offset by incremental earnings from the Ironwood power
plant in Lebanon, Pennsylvania that we acquired on February 1; and

• Higher earnings from Natural Gas Storage as a result of better realized natural gas storage price spreads
than in 2015.

• Now turning to the other income statement items on slide 16.



Slide 16 - Other Income Statement Items

• Comparable Interest Expense of $420 million in the first quarter increased by $102 million compared to the
same period last year.

• This was primarily due to:

• long-term debt issuances in 2015 and first quarter 2016, partially offset by Canadian and U.S. dollar-
denominated debt maturities;

• a stronger U.S. dollar and its effect on interest expense on U.S. dollar-denominated debt; and

• lower capitalized interest on Keystone XL and related projects following the November 6, 2015 denial of
a U.S. Presidential Permit, partially offset by higher capitalized interest on LNG pipeline projects and the
Napanee power generating facility.

• Comparable interest income and other increased by $133 million for the three months ended March 31, 2016
compared to the same period in 2015 as a result of realized gains in 2016 compared to realized losses in 2015
on derivatives used to manage our net exposure to foreign exchange rate fluctuations on U.S. dollar
denominated income; and increased AFUDC related to our rate-regulated projects including Mexico
pipelines, NGTL System expansions and Energy East.

• Comparable income tax expense for the first quarter decreased by $67 million compared to the same period
in 2015 mainly as a result of lower pre-tax earnings in 2016, changes in the proportion of income earned
between Canadian and foreign jurisdictions and by lower flow-through taxes in 2016 on Canadian regulated
pipelines.

• Net income attributable to non-controlling interests increased by $21 million for the three months ended
March 31, 2016 compared to the same period in 2015 primarily due to the sale to TC PipeLines, LP of our
remaining 30 per cent direct interest in GTN in April 2015 and a 49.9 per cent direct interest in PNGTS on
January 1, 2016 as well as the impact of a stronger U.S. dollar on the Canadian dollar equivalent earnings
from TC PipeLines, LP.

• Preferred share dividends were $22 million for the three months ended March 31, 2016, similar to 2015
levels.

• Now, moving on to cash flow and investing activities on slide 17.

Slide 17 - Comparable Distributable Cash Flow

• Cash flow remains solid with funds generated from operations of approximately $1.1 billion in the quarter,
consistent with 2015.



• For the first quarter, comparable distributable cash flow was up modestly to $970 million, or $1.38 per
common share, which represents an increase from $1.35 per common share in the first quarter of 2015.

• Maintenance capital expenditures on our Canadian regulated natural gas pipelines were $55 million and $52
million in first quarter 2016 and 2015, respectively, which contributed to their respective rate bases and net
income.

Slide 18 -Investing Activities

• Capital spending totaled $903 million in the first quarter driven principally by expansions of the NGTL,
Canadian Mainline and ANR systems, and construction activities on Mexico pipelines, Northern Courier and
Napanee.

• Equity investments of $170 million in the quarter related to our share of spending at Bruce Power and Grand
Rapids.

• Acquisitions of approximately $1 billion reflect the purchase of Ironwood on February 1, 2016 for US$657
million as well as an additional interest in Iroquois Gas Transmission for US$54 million. Our ownership in
Iroquois is now 49.35 per cent.

• Now turning to slide 19, our liquidity and access to capital markets remains strong.

Slide 19 - Financial Position Remains Strong

• At March 31, our consolidated capital structure consisted of 30 per cent common equity, 5 per cent preferred
shares, 4 per cent junior subordinated notes, and 61 per cent debt, net of cash.

• At quarter end, we had $1.2 billion of cash on hand.

• On April 20, 2016, we completed a public offering of 20 million preferred shares at a price of $25 per share
resulting in gross proceeds of $500 million. The initial fixed dividend rate for these preferred shares is 5.5 per
cent per annum and will reset every five years to a rate equal to the sum of the applicable five-year
Government of Canada bond yield plus 4.69 per cent, provided that such rate shall be not less than 5.5 per
cent per annum.

• We remain well positioned to finance our industry-leading, pro forma $24 billion, capital program with
multiple attractive funding options available, including predictable and growing internally generated cash
flow, senior debt, preferred shares, hybrid securities, portfolio management and equity through our Dividend
Reinvestment Program (DRiP).

• As well, we will continue to evaluate LP drop downs against alternative sources of subordinated capital.



• At this point we remain focused on completing the acquisition of Columbia Pipeline Group and, as such,
have not formed any firm views on the specific roles of TC Pipelines, LP and Columbia Pipeline Partners, LP
going forward. We will turn our attention to this post completion of the transaction.

Slide 20 - Financing of Columbia Pipeline Group Acquisition

• The US$13 billion Columbia acquisition includes approximately US$2.8 billion of assumed debt.

• The remaining US$10.2 billion cash to close is expected to be funded through the subscription receipts
offering completed on April 1 as well as through the planned monetization of our U.S. Northeast power assets
and a minority interest in our Mexican natural gas pipeline business. In the interim, a syndicate of lenders has
committed to provide debt bridge facilities in the amount of US$6.9 billion.

• In total, including the full exercise of the underwriters’ over-allotment option, we issued 96.6 million
subscription receipts at $45.75 per receipt for gross proceeds of approximately $4.4 billion. Each subscription
receipt will automatically convert to one common share upon closing of the Columbia acquisition. While the
subscription receipts remain outstanding, holders will be entitled to receive cash payments per subscription
receipt equivalent to dividends paid on each TransCanada common share.

• As indicated previously, we expect the acquisitions, net of financing and the planned asset monetization, to be
accretive to earnings per share in our first full year of ownership.

Slide 21 - TransCanada Key Takeaways

• In closing, during the first quarter of 2016, our diverse portfolio of high-quality long-life assets generated
steady results in what continues to be a challenging environment.

• Comparable earnings increased by six per cent while funds generated from operations of $1.1 billion were
consistent with the same period last year.

• We remain well positioned to finance both the Columbia acquisition as well as our combined pro forma $24
billion portfolio of near term growth projects supported by our growing internally generated cash flow and
access to capital consistent with our enduring financial strength.

• We are extremely pleased with investor support for the issuance of $4.4 billion in subscription receipts that
closed on April 1, which represented the largest equity offering in Canadian history. This equity, in addition
to the planned monetization of our US Northeast power assets and minority interest in our Mexico gas
pipeline business are expected to provide the permanent funding for the Columbia transaction.



• Our industry-leading suite of critical energy infrastructure projects is expected to generate significant growth
in earnings and cash flow for our shareholders. The Columbia acquisition supports and may augment our
expected 8 to 10 per cent annual dividend growth through 2020.

• That’s the end of my prepared remarks. I will now turn the call back over to David for the Q&A.


