











delivering today

TransCanada is a leading North American energy infrastructure company.

With approximately $40 billion in assets, today we are a leader in the responsible development and reliable
operation of North American energy infrastructure including natural gas and oil pipelines, power generation
and natural gas storage facilities.

Our 59,000 kilometre (36,661 mile) wholly-owned natural gas $40 bllllon In aSSEtS

pipeline network taps into virtually every major natural gas

supply basin on the continent and provides our customers with unparalleled access to premium markets.
Each day we deliver 20 per cent of the natural gas consumed in North America. Looking forward, our vast
pipeline network is well positioned to connect new sources of supply such as shale gas, coalbed methane
and offshore liquefied natural gas as well as supply from the north.

We are also one of the continent’s largest providers of natural gas storage and related services with
approximately 370 billion cubic feet of capacity —

4 000 talented employees enough to meet the needs of nearly four million

homes each year.

As one of Canada’s largest independent power producers, TransCanada owns, controls or is developing
more than 10,900 megawatts of power generation in Canada and the United States — enough capacity to
power 11 million homes. Our diversified power portfolio includes natural gas, nuclear, coal, hydro and wind
generation primarily located in Alberta, Ontario, Quebec and the northeastern United States.

Recently, we made a significant entry into the oil pipeline business through the Keystone Pipeline System.
When completed it will be one of North America‘s largest oil delivery systems with the capacity to move
1.1 million barrels per day from Western Canada to markets in the U.S. Midwest and Gulf Coast.

Going forward, we will continue to create value for our shareholders and our customers by building and
operating the energy infrastructure that North America needs.

Today, we are in the midst of an $18 billion capital program that will see a number of attractive, low-risk
projects completed over the next four years. They include expansions of our existing pipeline infrastructure,
new pipeline infrastructure, new natural gas storage facilities and new power plants — critical infrastructure
in the markets we serve.

As we build for tomorrow, TransCanada is committed creatlng Value fOr

to being a reliable and safe operator, with a focus on our shareholders and
providing low-cost, competitive services to our customers. customers

With growth comes greater responsibility. Responsibility

to our investors, to our customers, to our employees, to the contractors who work diligently with us, to the
regulators across the continent who scrutinize our proposals, to the thousands of residents in communities
located near our pipelines and power plants, and to the environment. We have always worked hard to ensure
environmental sustainability wherever we operate.

Our success is a reflection of our exceptional team of 4,000 committed and motivated employees who bring
skill, experience, energy and knowledge to the work they do. They are our competitive advantage.



building for tomorrow

$18 billion capital program underway

Pipelines

m Keystone Pipeline System This US$12 billion
pipeline will stretch 6,176 kilometres

(3,837 miles) from Hardisty, Alberta to refining
centres in the U.S. Midwest and Gulf Coast.
When completed, Keystone will be one of the
largest oil delivery systems in North America with
the capacity to move 1.1 million barrels of oil a
day to an American market looking for a growing
and reliable supply. In 2008, TransCanada agreed
to increase its ownership interest up to 79.99 per
cent of Keystone.

Keystone will deliver
1.1 million barrels of oil
per day to U.S. markets

KB Atverta System North Central Corridor
Expansion Stretching 300 kilometres (186 miles)
across northern Alberta, the $925 million North
Central Corridor expansion will optimize natural
gas flows on the Alberta System and allow
TransCanada to address changing supply and
demand dynamics in the province.

m Bison Pipeline Project The 480 kilometre (298
mile) Bison Pipeline project will move natural gas
from the Powder River Basin in Wyoming to the

Northern Border System in North Dakota,
tapping into a growing supply of U.S. Rockies
natural gas for Midwest markets in the United
States. The US$500 - US$600 million initiative
is expected to begin shipping natural gas in
late 2010.

Groundbirch B Horn River Pipeline
Projects Groundbirch and Horn River are both
designed to transport natural gas to market
from shale gas deposits in northeastern British
Columbia. TransCanada held a successful open
season late in 2008 for the Groundbirch line,

with commitments reaching 1.1 Bcf/d by 2014.

The 77 kilometre (48 mile) project should be
operational in late 2010. The company
continues to work with potential shippers on
the Horn River line. It is expected to start
shipping gas in early 2011,

m Northern Pipeline Projects Billed as the
largest construction project in U.S. history, the
US$26 billion (2007 dollars) Alaska Pipeline
would transport natural gas from untapped

committed to moving the project through an
open season in 2010 and the subsequent
regulatory process. If successful, the project
could be sanctioned in 2014, with natural gas
anticipated to start flowing in 2018. In Canada,
TransCanada and the other co-venture
companies involved in the Mackenzie Gas
Pipeline project continue to pursue approval of
the proposed 1,200 kilometre (746 mile) pipeline
project, focusing on obtaining regulatory
approval and the Canadian government's support
of an acceptable fiscal framework.

reserves in Prudhoe Bay in the North to Alberta,
where it would integrate with the Alberta System
to provide access to diverse markets across North

America. TransCanada has received a license
from the Alaska government to advance the
2,760 kilometre (1,715 mile) line and is

Attractive, low-risk projects...

Today, TransCanada is in the midst
of an $18 billion capital program
that will see a number of attractive,
low-risk energy infrastructure
projects completed over the

next four years. Each project has




Energy

@ Bruce Power The $3.4 billion refurbishment of
Bruce A Units 1 and 2 is expected to be completed
in 2010. TransCanada’s share of the capital
investment is approximately $1.7 billion.

Bruce Power will add
1,500 MW to the
Ontario market

When complete, the two units will be capable of
delivering 1,500 MW of electricity to the Ontario
market — enough to power one and a half million
homes. Bruce Power is made up of two generating
stations — A and B — with each consisting of four
generating units. TransCanada owns 48.9 per cent
of Bruce A and 31.6 per cent of Bruce B.

@ Portlands Energy@ Halton Hills

Construction of the Portlands Energy Centre is
nearing completion and should be fully operational
early in 2009. The 550 MW facility can supply 25
per cent of Toronto's electricity needs. This
high-efficiency power plant is 50 per cent owned by
TransCanada and is expected to cost $730 million.
Work on the $670 million Halton Hills Generating
Station is 50 per cent complete. The 683 MW facility
should be operational late in 2010. Located 40
kilometres (25 miles) west of Toronto, Halton Hills
will generate enough power for 600,000 homes.

@ Coolidge TransCanada continues to establish
its energy footprint in the U.S. with a 575 MW
power project in Coolidge, Arizona. The US$500
million plant will provide a quick response to peak
power demands, have reserve capacity, and the

ability to add power quickly to support reliability in
the region. Construction is expected to begin in the
summer of 2009 and be complete in 2011.

@ Cartier @ Kibby The Cartier and Kibby Wind
projects will generate clean, renewable electricity
for thousands of families. Cartier is the largest wind
power project in Canada, valued at $1.1 billion. Its
six phases will ultimately generate 740 MW of
power. Three phases are now complete, with the
remainder coming on stream by 2012. TransCanada
owns 62 per cent of Cartier. Residents of New
England will ultimately see 44 wind turbines built
between 2009 and 2010 as part of the US$320
million Kibby project. This 132 MW initiative will be
the largest wind power development in the state,
providing enough ‘green energy’ for 50,000 homes
in the state of Maine.

been commercially secured
through long-term contractual
arrangements. These
arrangements, along with

our expertise in developing,
building and operating large-
scale energy infrastructure

gives us confidence these
projects will generate
attractive, long-term returns
for our shareholders. Looking
forward, we will continue

to cultivate a high quality
portfolio of future growth
opportunities that will create
additional value for decades
to come.

generating long-term returns for our shareholders




2008 Financial Highlights

Building on our track record of success

Net Income
$1.4 billion or $2.53 per common share, a 10% increase”

Comparable Earnings’

$1.3 billion or $2.25 per common share, an 8% increase”

Dividends Declared
$1.44 per common share, a 6% increase”

Funds Generated from Operations’

$3.0 billion, a 15% increase”

Capital Expenditures and Acquisitions
$6.4 billion invested in core businesses

Net Income
per Common Share
- Basic (dollars)

249 253
231
213 Z‘Z ‘

04 05 06 07 08

(1) Non-GAAP measure that does not have any standardized meaning prescribed by generally accepted accounting principles. For more information on non-GAAP measures see page 16 in the Management's Discussion and Analysis of the 2008 Annual Report.

(2) Compared to 2007.

Comparable Earnings®
per Common Share
- Basic (dollars)

2.25
2.08
1.90
1.72
1.62 |

04 05 06 07 08

Dividends Declared
per Common Share
(dollars)

04 05 06 07 08

Funds Generated
from Operations!”
(millions of dollars)

3,021

2,621
2,378
1,951
1,703 |

04 05 06 07 08

Capital Expenditures
and Acquisitions
(millions of dollars)

6,363

5,874

2,046 2,071 2,042

04 05 06 07 08

Market Price - Close
Toronto Stock Exchange
(dollars)

4061 40.54

04 05 06 07 08




TRANSCANADA CORPORATION

Year ended December 31

(millions of dollars) 2004 2005 2006 2007 2008
Income
. H | ings™ 786 839 925 1,100 1,27
Financial Comparable earnings , 9
. . Net i 1,032 1,209 1,079 1,223 1,440
Highlights € neome
Cash Flow
Funds generated from operations 1,703 1,951 2,378 2,621 3,021
(Increase)/decrease in operating working capital 29 (49)  (303) 215 (181)
Net cash provided by operations 1,732 1,902 2,075 2,836 2,840
Capital expenditures and acquisitions 2,046 2,071 2,042 5874 6,363
Balance Sheet
Total assets 22,422 24,113 25,909 30,330 39,414
Long-term debt 9,749 9,640 10,887 12,377 15,368
Junior subordinated notes - - - 975 1,213
Common shareholders’ equity 6,565 7,206 7,701 9,785 12,898

Common Share Statistics

Year ended December 31 2004 2005 2006 2007 2008
Comparable earnings - Basic $1.62 $1.72 $1.90 $2.08 $2.25
Net income per share — Basic $2.13  $2.49 $221  $2.31  $2.53
Net income per share — Diluted $2.12  $2.47 $220 $230 $2.52
Dividends declared per share $1.16  $1.22 $1.28 $1.36 $1.44
Common shares outstanding (millions)

Average for the year 484.1 486.2 488.0 5299 569.6

End of year 4849 487.2 489.0 539.8 616.5
Market Price — Close

Toronto Stock Exchange (Canadian dollars) 29.80 36.65 40.61 4054 33.17

New York Stock Exchange (U.S. dollars) 2487 3148 3495 4093 27.14

M Non-GAAP measure that does not have any standardized meaning prescribed by generally accepted
accounting principles. For more information on non-GAAP measures see page 16 in the Management's
Discussion and Analysis of the 2008 Annual Report.
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CHAIRMAN'S MESSAGE

Chairman'’s

Message

Being able to say that 2008 was another strong year for TransCanada comes
with considerable satisfaction. Success can be elusive at the best of times, but
to be successful in this difficult global economy is a true achievement.
TransCanada has done just that, producing strong financial results and
making significant progress on a number of important initiatives.

Recognition of this performance was demonstrated by our ability to secure significant funding
during 2008 for our large portfolio of attractive projects. This support in the capital markets
was particularly gratifying and these funds will be used to continue to deliver long-term value
to our shareholders.

In early February, as a further reflection of the confidence we have in the company, the Board
approved an increase in the dividend on common shares for the ninth consecutive year, taking
the quarterly dividend to $0.38 per common share or $1.52 annually. We also approved a
three per cent discount on common shares issued under our dividend reinvestment and share
purchase plan. The plan allows common and preferred shareholders to participate in our
future by purchasing additional common shares at a discount.

While our financial track record is sound, we continue our commitment to social
responsibility. TransCanada is one of only five companies from Canada to be recognized
among this year’s Global 100 Most Sustainable Corporations in the World. These companies
are honoured as having the best ability to manage environmental, social and governance risks.
In addition, TransCanada was named to The Dow Jones Sustainability Index, recognizing the
financial performance of leading sustainability-driven companies worldwide.

The Board of Directors of TransCanada remains focused on strong corporate governance.
Overseeing strategic direction and decision-making by the executive leadership are key
responsibilities at all times but especially in this challenging environment, and we are focused
on the goals and objectives we set for TransCanada over the long-term.

In the final analysis, though, delivering results must be founded on a practical philosophy,
sound strategy and flawless execution. TransCanada’s thoughtful, measured approach, the
company’s leaders and our 4,000 employees across North America are the reasons for our
success. Along with all of the members of the Board of Directors, I would like to thank each
team member for their extraordinary efforts in advancing our business in 2008. The company
has doubled its asset base over the last decade to $40 billion through your contributions and
continues on its path of becoming North America’s leading energy infrastructure company.

On behalf of the Board of Directors,

oS

S. Barry Jackson



Letter

to Shareholders

LETTER TO SHAREHOLDERS

TransCanada delivered strong operating and financial results in 2008. Each of
our major business units generated strong results, with growing cash flows
and excellent progress on major initiatives. Capital projects were executed to
a very high standard, setting the stage for continued growth in earnings, cash
flow and shareholder value in the years to come.

In 2008, TransCanada earned $1.4 billion or $2.53 per share, compared to $1.2 billion or
$2.31 per share in 2007, an increase of 10 per cent on a per share basis. Comparable
earnings'’) per share increased approximately eight per cent to $2.25 per share.

Funds generated from operations'" increased substantially, to a record $3 billion. That
represents a 15 per cent increase over 2007 and is nearly three times as large as our funds
generated from operations” in 1999.

Our long term shareholders will recall that TransCanada established a new strategic
direction in 2000, shedding international assets, exiting the volatile midstream business
and focusing our efforts on pipeline and power generation opportunities within North
America. In 2001 we further reduced our exposure to commodity price volatility by
selling our natural gas marketing and trading business.

Since 1999 TransCanada has invested approximately $24 billion in stable, value-creating
pipeline and energy growth opportunities. Those investments have transformed
TransCanada: today we are the unquestioned leader in North American natural gas
transmission; we are building a large and very competitive oil pipeline business; we are
one of North America’s largest and most profitable natural gas storage operators; and we
own the largest and most profitable private-sector power business in Canada.

Our investments have been both large and profitable. Since 1999 our comparable
earnings') per share have grown at a compound average annual rate of nine per cent,
from $1.08 in 1999 to $2.25 in 2008. Over that same period we generated significant
additional earnings and cash proceeds from the sale of non-core assets and certain other
items. These transactions funded a significant portion of our capital program over the
past nine years.

TransCanada’s strong financial performance has enabled our Board of Directors to
increase our dividend on common shares in each of the past nine years. Most recently,
we increased our dividend to $1.52 per share on an annualized basis, an increase of six
percent over 2008. Our Board of Directors also approved an increase in the discount on
the issuance of common shares from treasury under our Dividend Reinvestment and
Share Purchase Plan from two to three per cent. This provides existing shareholders with
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LETTER TO SHAREHOLDERS

an opportunity to participate in the future growth of the company by reinvesting their
dividends in additional common shares.

Our natural gas pipeline business achieved excellent results in 2008. Each day we deliver
approximately 20 per cent of the natural gas consumed in North America, and we
continue to build on that industry-leading position. We are currently investing more than
$1.5 billion to expand and extend our Alberta System. We have asked Canada’s National
Energy Board to assume jurisdiction over the Alberta System, a move that will enable
TransCanada to compete for new natural gas supplies in British Columbia, the Northwest
Territories and Alaska. We are excited by the prospects for shale gas development in
northeastern British Columbia and we look forward to extending our system to serve
producers in the Montney and Horn River shale plays.

We continue to build a large scale, profitable natural gas pipeline business in the

United States. Our 2007 acquisition of the ANR System has proven to be both profitable
and well-timed. Rockies volumes have filled the southwest leg of ANR, and the emerging
Haynesville and Fayetteville shale plays are expected to contribute significant volumes to
the southeast leg in the years ahead. ANR’s large natural gas storage business in Michigan
has grown significantly since acquisition, and we see significant capital investment
opportunities throughout the ANR System in the years ahead. Notably, we now have a
strong commercial and business development team in Houston, Texas, improving our
access to natural gas pipeline opportunities in the United States.

Our efforts to bring Mackenzie and Alaska gas to market continue to move forward.
These large, long term projects will connect more than 4 Bcf/d to our Alberta System,
providing shippers with unparalleled access to premium North American markets through
our GTN, Northern Border, Great Lakes and Canadian Mainline systems.

Five years ago we identified the opportunity to move growing volumes of crude oil from
Alberta’s oilsands to major United States refining centres in the southern Midwest and
Gulf Coast regions. Construction is well underway on our Keystone pipeline from
Hardisty, Alberta to Wood River and Patoka, Illinois, with flows commencing in early
2010. We are currently finalizing regulatory applications for the Keystone expansion,
which will extend our reach to premium markets in the Gulf Coast region. Both Keystone
and the Gulf Coast expansion are underpinned by long-term contracts to move more
than 900,000 barrels per day.

Our power generation business has grown more than tenfold over the past nine years,
and projects currently under construction will deliver significant growth in cash flow and
earnings over the next three years. The 550 MW Portlands Energy Centre in Toronto is
expected to be in service in first quarter 2009. The 683 MW Halton Hills Generating
Station located west of Toronto is expected to be in service in third quarter 2010. The
1,500 MW refurbishment of Bruce A Units 1 and 2 is also expected to come on line in



LETTER TO SHAREHOLDERS

2010. Other projects now under construction or in development include the Cartier and
Kibby Wind projects and the Coolidge Generating Station. These large-scale generating
projects are highly efficient, located in premium markets, and underpinned by strong,
long-term commercial arrangements.

Energy infrastructure is a long-cycle, capital intensive business, and we structure our
projects carefully to ensure stable profitability throughout the cycle. With a strong balance
sheet and significant liquidity, TransCanada has the ability to endure turbulent economic
times, today and in the future. Our strong cash flows from existing assets together with
continued access to capital markets means we are well positioned to fund our sizeable
capital program and deliver growing cash flow and earnings in the years ahead.

TransCanada’s enduring success is a reflection of the skills and commitment of our
outstanding team of 4,000 employees located in Calgary, Houston and many other regions
across North America. Our employees truly are our competitive advantage. Their
operating and commercial expertise, their project development and execution capabilities
and their dedication to value creation are unparalleled in the energy infrastructure
industry. I am confident that we will continue to deliver significant shareholder value for
many years to come.

Hal Kvisle
President and Chief Executive Officer

M Non-GAAP measure that does not have any standardized meaning prescribed by generally accepted
accounting principles. For more information on non-GAAP measures see page 16 in the Management’s
Discussion and Analysis of the 2008 Annual Report.





