Keystone XL
Genesis of a Pipeline

Forward Looking Information and Non-GAAP Measures

This presentation includes certain forward looking information to help current and potential investors understand management’s
assessment of our future plans and financial outlook, and our future prospects overall. Statements that are forward-looking are based on
certain assumptions and on what we know and expect today and generally include words like anticipate, expect, believe, may, will,
should, estimate or other similar words. Forward-looking statements do not guarantee future performance. Actual events and results
could be significantly different because of assumptions, risks or uncertainties related to our business or events that happen after the date
of this presentation. Our forward-looking information is based on the following key assumptions: inflation rates, commodity prices and
capacity prices, timing of financings and hedging, regulatory decisions and outcomes, foreign exchange rates, interest rates, tax rates,
planned and unplanned outages and the use of our pipeline and energy assets, integrity and reliability of our assets, access to capital
markets, anticipated construction costs, schedules and completion dates, acquisitions and divestitures.
Our forward looking information is subject to risks and uncertainties, including but not limited to: our ability to successfully implement our
strategic initiatives and whether they will yield the expected benefits, the operating performance of our pipeline and energy assets,
economic and competitive conditions in North America and globally, the availability and price of energy commodities and changes in
market commodity prices, the amount of capacity sold and rates achieved in our pipeline businesses, the amount of capacity payments
and revenues we receive from our energy business, regulatory decisions and outcomes, outcomes of legal proceedings, including
arbitration and insurance claims, performance of our counterparties, changes in the political environment, changes in environmental and
other laws and regulations, construction and completion of capital projects, labour, equipment and material costs, access to capital
markets, interest and foreign exchange rates, weather, cyber security and technological developments. You can read more about these
risks and others in our most recent Quarterly Report to Shareholders and 2014 Annual Report filed with Canadian securities regulators
and the U.S. Securities and Exchange Commission (SEC) and available at www.transcanada.com.
As actual results could vary significantly from the forward-looking information, you should not put undue reliance on forward-looking
information and should not use future-oriented information or financial outlooks for anything other than their intended purpose. We do
not update our forward-looking statements due to new information or future events, unless we are required to by law.
This presentation contains reference to certain financial measures (non-GAAP measures) that do not have any standardized meaning as
prescribed by U.S. generally accepted accounting principles (GAAP) and therefore may not be comparable to similar measures presented
by other entities. These non-GAAP measures may include Comparable Earnings, Comparable Earnings per Share, Earnings Before
Interest, Taxes, Depreciation and Amortization (EBITDA), Comparable EBITDA, Earnings Before Interest and Taxes (EBIT), Comparable
EBIT, Comparable Interest Expense, Comparable Interest Income and Other, Comparable Income Taxes and Funds Generated from
Operations. Reconciliations to the most closely related GAAP measures are included in our most recent Quarterly Report to Shareholders
filed with Canadian securities regulators and the SEC and available at www.transcanada.com.

TransCanada Today

• One of North America’s Largest
Natural Gas Pipeline Networks
• 42,000 miles of pipeline
• 368 Bcf of storage capacity
• 14 Bcf/d or 20% of continental
demand
• Premier Liquids Pipeline System
• 2,640 miles of pipeline
• 530,000 bbl/d or 18% of Western
Canadian production
• Largest Private Sector Power
Generator in Canada
• 19 power plants, 10,900 MW

Unparalleled Portfolio of Complementary
Energy Infrastructure Assets

• Total Assets ~ $59 billion

Keystone Oil Pipeline
Keystone
Oil Pipeline
“Plan”
• 1,090,000 Bbl/d capacity
• Expandable to 1,500,000 Bbl/d
• 910,000 Bbl/d committed for an
average term of 18 years or
83% of total capacity
• Includes 380,000 Bbl/d of
additional contracts for U.S.
Gulf Coast expansion
• Approx. US$12 billion
• In-service 2009 – 2012

4

Keystone Pipeline System
• 2,640 miles crude oil pipeline
serving Mid-West PADD II and
Gulf Coast PADD III markets
• 530,000 bbl/d long-haul
contracts
• Safely transported more than
one billion barrels of Canadian
and U.S. crude oil
• Houston Lateral pipeline and
tank terminal construction
continues

Keystone Pipeline Phases
• Phase 1 and 2
• US$6.3 billion, 2,152 miles of 30/34/36 in. pipeline
• In service June 2010 (Phase 1) and February 2011 (Phase 2)
• Phase 3
• US$2.9 billion, 487 miles of 36 in. pipeline
• In service January 2014 (Gulf Coast section) and Dec 2015
(Houston lateral)
• Phase 4 (Keystone XL)
• ~US$8.0 billion, 1,179 miles of 36 in. pipeline
• Waiting for U.S. Presidential permit

6

Insurance Programs – Phase 1 and 2
• Owner controlled
• Builders all-risk and delay in start up
• $200 million limit
• Marine cargo
• Offshore pipe shipments
• Project specific general liability
• $70 million limit
• 24 months (Canada) and 10 year or statute of repose (U.S.) for
completed operations
• Environmental impairment liability
• Bonding
• 36 municipal surety bonds
• Railroad protective liability
• 13 separate policies
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Phase 1 and 2 - Insurance Challenges
• Converting 1950’s gas pipeline into oil service
• Plan to convert
• Integrity issues
• Pollution exposure
• Sudden and accidental
• Getting our insurers comfortable with the risk
• EIL addressed specific pollution
• General liability
• Completed operations period in Canada vs. U.S.
• Contractors workers compensation
• Builders all-risk
• Concurrent construction and operations during Phase 2
• Contingent DSU for marine shipments
• Railroad protective liability
• Cross border placement with same insurers
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Phase 1 and 2 - Insurance Challenges (cont’d)
• Supply chain management
• Scarcity of contractors and suppliers
• Volume of contracts and agreements
• Claims
• No significant property, liability or contractor employee claims
• Error in design claim against engineering firm
• Severe rains in Mid West States
• Operational leaks at pump stations
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Insurance Programs – Phase 3 (Gulf Coast)
• Builders all-risk and delay in start up
• $200 million limit
• Marine cargo
• Offshore pipe shipments
• Owner controlled work comp/general liability program
• $200 million limit
• 10 year or statute of repose for completed operations
• Contractor pollution liability
• $10 million limit
• Bonding
• 107 municipal / court surety bonds
• Railroad protective liability
• 19 separate policies
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Phase 3 - Insurance Challenges
• Convince management and contractors to participate in OCIP
• First OCIP at TransCanada
• Proper deductions from contractors
• General liability
• Third party exposure
• Aggregation of insurer’s capacity
• Pollution exposure
• Sudden and accidental
• Getting insurers comfortable with the risk
• Railroad protective liability
• Supply chain management
• Addressing OCIP language in contracts
• Enforcing contracts

11

Phase 3 - Insurance Challenges (cont’d)
• Claims
• Land owner property damage
• Transit damage
• Three horizontal directional drill events
• Workers compensation fatalities and bodily injury
• Quarterly claim review meetings
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Keystone XL Project (Phase 4)
•

Positive Final Environmental Impact
Statement issued in January 2014

•

Nebraska State Supreme Court
vacated lower court decision in
January 2015. As a result, the
Governor’s approval of the alternate
route through Nebraska remains valid.
Landowners subsequently filed
lawsuits in two Nebraska counties.

•

National Interest Determination period
advancing but no details on when the
process is expected to conclude

•

US$8 billion cost estimate; US$2.4
billion invested and US$0.4 billion of
capitalized interest recorded

•

In-service approximately two years
from date the Presidential permit is
received

Phase 4 - Insurance Challenges
• Financial responsibility for clean-up, remediation, liability
• Several States wanted $600 million surety bonds
• Canadian Legislation requires minimum $1 billion financial resource
• Insuring assets in storage
• $890 million of pipe across 15 Canadian and U.S. locations
• $315 million of pumps/drivers across 13 Canadian and U.S. locations
• Reapplication for South Dakota permits
• Interveners are more educated on issues
• Peer group losses
• BP Macondo
• Enbridge - Marshall, Michigan
• PG&E - San Bruno, California
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Keystone XL – Myths and Facts
• MYTH 1: “Landowners are responsible and liable in the event of an oil
spill.”
• Fact 1: TransCanada is 100 per cent responsible for responding,
cleaning and restoring the site in the unlikely event of a pipeline
leak.
-------------------------------------------------------------------------------• MYTH 2: “Keystone XL will provide little economic benefit in the
United States.”
• Fact 2: The Keystone XL Pipeline project will support the creation of
9,000 construction jobs in the United States – work for pipefitters,
welders, electricians, heavy equipment operators and many more.
-------------------------------------------------------------------------------• MYTH 3: “Keystone XL will not be a safe pipeline.”
• Fact 3: Keystone XL will be the safest pipeline ever constructed in the
United States.

Questions

