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BUILDING ITS PROSPECT POOL: TRP WINS A SECOND MAJOR GAS
PIPELINE PROJECT TO SUPPORT BC LNG EXPORT FACILITIES
TransCanada Corporation (“TransCanada” or “TRP”) has been selected by Progress Energy Canada Ltd.
(“Progress”) to develop and operate a pipeline (the “Prince Rupert Gas Transmission Project”) to transport natural
gas from the North Montney gas-producing region in BC to the proposed Pacific Northwest liquefied natural gas
(“LNG”) export facility near Prince Rupert, BC. The Prince Rupert Gas Transmission Project is the second major
natural gas pipeline awarded to TransCanada which supports LNG export on Canada’s west coast, following up on
the Coastal GasLink Project announced on June 5, 2012.
In addition, TransCanada also announced its intention to expand its Nova Gas Transmission Ltd. (“NGTL”) system in
northeast BC to connect both to the Prince Rupert Transmission Project and to additional North Montney gas
supply.
While the in-service dates projected for the Coastal GasLink and Prince Rupert Gas Transmission projects are
towards the end of the decade, and development uncertainty is high, the size of these projects, with a combined
capital cost estimate of $9 billion, suggest notable equity value upside if successful, and provide better visibility of
TransCanada’s post-Keystone XL growth plans.
Based on our estimates, the proposed west coast gas pipeline projects and NGTL system expansion represent $4.00
per share of additional equity value not included in our current value estimate. This potential upside, combined
with the $2.50 of potential additional equity value per share we ascribe to a possible re-purposing of certain
underutilized portions of TransCanada’s Canadian Mainline to crude oil service underpin our positive investment
thesis on TRP’s common shares.
Overall, while we acknowledge that the BC LNG export facilities supporting these pipeline projects are on shaky
ground, due mostly to fierce global competition to build out LNG export capacity to support Asian demand, the
contract wins, and associated value potential, are positive developments. Accordingly, we are increasing our
intrinsic value estimate to $50.00 per TransCanada share, from $47.50 previously, and maintaining a BUY
recommendation.
(All amounts in Canadian dollars.)

PROJECT SUMMARY
The Prince Rupert Gas Transmission Project will connect natural gas production from the North Montney region in
BC to a proposed LNG export facility near Prince Rupert, BC, to be built by PETRONAS, the national oil and gas
company of Malaysia. PETRONAS acquired all of the common stock of Progress in late-2012, a company focused
on natural gas exploration, development and production in northeast BC and northwest Alberta.
According to the Prince Rupert Gas Transmission Project’s website, a final investment decision is expected in mid2014. Figure 1 summarizes the key attributes of the Prince Rupert Gas Transmission and Coastal GasLink projects.
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Figure 1
TRP’s West Coast Gas Transmission Pipeline Projects
(Amounts in Millions of Canadian Dollars)
Prince Rupert Gas Transmission

Coastal GasLink

Receipt point

Fort St. John, BC

Dawson Creek, BC

Delivery point

Pacific Northwest LNG Facility

Pacific LNG Canada Facility

Natural gas

Natural gas

750 km

700 km

2.0 Bcf/d (can be expanded to 3.6 Bcf/d)

1.7 Bcf/d (can be expanded to 3.4 Bcf/d)

$5 billion

$4 billion

End of 2018

Toward end of decade

$1.80

$1.40

Product
Length of route
Initial pipeline capacity
Estimated cost (2012 dollars)
Estimated in-service date
Equity value per share potential*

*We estimate the intrinsic value of these projects assuming a 40%/60% equity-to-debt capital structure, a 10% ROE, an
in-service date of January 1, 2019, and an 8% cost of equity.
Source: Company reports and Veritas estimates
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