@ interpipeline

Management’s Discussion and Analysis
For the year ended December 31, 2009




Forward Looking Information

The following Management Discussion and Analysis (MD&A) highlights significant business results and
statistics for Inter Pipeline Fund’s (Inter Pipeline) three month period and year ended December 31, 2009.
This MD&A contains certain forward-looking statements or information (collectively referred to as “forward-
looking statements”) within the meaning of applicable securities legislation. Forward-looking statements
often contain terms such as "may", "will", "should", "anticipate", "expect", “continue”, “estimate”, “believe”,
“project”, and similar words suggesting future outcomes or statements regarding an outlook. Any
statements herein that are not statements of historical fact may be deemed to be forward-looking
statements. Forward-looking statements in this MD&A include, but are not limited to: 1) statements
regarding Inter Pipeline’s beliefs that it is well positioned to maintain its recently announced increase in
the level of cash distributions to its unitholders through 2011 and beyond; 2) that the maintenance of
Inter Pipeline's cash distribution level combined with the tax treatment of distributions to its unitholders
effective in 2011 should result in a favourable after tax treatment for Inter Pipeline's taxable unitholders;
and, 3) it is also well positioned to operate and grow in the future and the cash flow projections, timing and
completion of its Corridor and Bow River pipeline system expansion projects, new diluent pipeline project
for the Kearl oil sands development, Cochrane desulphurization facility and other capital forecasts.

Readers are cautioned not to place undue reliance on forward-looking statements, as there can be no
assurance that the expectations, plans or intentions upon which they are based will occur. Inter Pipeline in
no manner represents that actual results achieved will be the same in whole or in part as those set out in
the forward-looking statements herein. Such information, although considered reasonable by Pipeline
Management Inc., the general partner of Inter Pipeline (General Partner) at the time of preparation, may
later prove to be incorrect and actual results may differ materially from those anticipated in the forward-
looking statements. By their nature, forward-looking statements are subject to various risks, uncertainties
and other factors, which are beyond Inter Pipeline’s control, including, but not limited to: risks associated
with operations, such as Inter Pipeline’s ability to successfully implement its strategic initiatives and
achieve expected benefits; the status, credit risk and continued existence of customers having contracts
with Inter Pipeline and its subsidiaries; availability of energy commaodities; volatility of and assumptions
regarding prices of energy commodities; competitive factors, pricing pressures and supply and demand in
the natural gas and oil transportation, ethane transportation and natural gas liquids (NGL) extraction and
storage industries; assumptions based upon Inter Pipeline’s current guidance; fluctuations in currency and
interest rates; the ability to access sufficient capital from internal and external sources; product supply
and demand; risks inherent in Inter Pipeline’s Canadian and foreign operations; risks of war, hostilities,
civil insurrection and instability affecting countries in which Inter Pipeline and its subsidiaries operate;
severe weather conditions; terrorist threats; risks associated with technology; Inter Pipeline’s ability to
generate sufficient cash flow from operations to meet its current and future obligations; Inter Pipeline’s
ability to access external sources of debt and equity capital; general economic and business conditions;
potential delays and costs of overruns on construction projects, including, but not limited to the Corridor
and other pipeline system projects noted above; Inter Pipeline’s ability to make capital investments and
amount of capital investments; changes in laws and regulations, including environmental, regulatory and
taxation laws, and the interpretation of such changes to laws and regulations; the risks associated with
existing and potential future lawsuits and regulatory actions against Inter Pipeline and its subsidiaries;
increases in maintenance, operating or financing costs; availability of adequate levels of insurance;
political and economic conditions in the countries in which Inter Pipeline and its subsidiaries operate;
difficulty in obtaining necessary regulatory approvals; and such other risks and uncertainties described
from time to time in Inter Pipeline’s reports and filings with the Canadian securities authorities.

Readers are cautioned that the foregoing list of important factors is not exhaustive. See also the section
entitled RISK FACTORS included in this MD&A. The forward-looking statements contained in this MD&A
are made as of the date of this document, and, except to the extent expressly required by applicable
securities laws and regulations, Inter Pipeline assumes no obligation to update or revise forward-looking
statements made herein or otherwise, whether as a result of new information, future events, or otherwise.
The forward-looking statements contained in this document are expressly qualified by this cautionary note.




Management’s Discussion and Analysis

For the fourth quarter and year ended December 31, 2009

The MD&A provides a detailed explanation of Inter Pipeline’s operating results for the three month period
and year ended December 31, 2009 as compared to the three month period and year ended December
31, 2008. The MD&A should be read in conjunction with the unaudited interim consolidated financial
statements and MD&A of Inter Pipeline for the quarterly periods ended March 31, June 30 and September
30, 2009, the audited consolidated financial statements for the year ended December 31, 2009, the
Annual Information Form and other information filed by Inter Pipeline at www.sedar.com.

Financial information presented in this MD&A, with the exception of non-GAAP financial measures, is
based on information in Inter Pipeline’s consolidated financial statements. These financial statements
have been prepared in accordance with Canadian generally accepted accounting principles (GAAP). This
MD&A reports certain non-GAAP financial measures that are used by management to evaluate the
performance of Inter Pipeline and its business segments. Since certain non-GAAP financial measures may
not have a standardized meaning, securities regulations require that non-GAAP financial measures are
clearly defined, qualified and reconciled with their nearest GAAP measure. See the NON-GAAP FINANCIAL
MEASURES section for further information on the definition, calculation and reconciliation of non-GAAP
financial measures. All amounts are in Canadian dollars unless specified otherwise.

Management considers whether information presented in this MD&A is material based on whether it
believes a reasonable investor’'s decision to buy, sell or hold securities in Inter Pipeline would likely be
influenced or changed if the information was omitted or misstated.
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2009 HIGHLIGHTS

Funds from operations* increased to a record $294 million, up $14 million or 5% from 2008
Low annual payout ratio before sustaining capital* of 69%

Cash distributions to unitholders totalled $202 million or $0.845 per unit, up from $187 million
distributed in 2008

Generated net income of $158 million, including a $65 million negative adjustment related to an
unrealized change in the fair value of derivative financial instruments

Throughput volumes on Inter Pipeline’s oil sands and conventional oil pipeline systems averaged
751,800 barrels per day (b/d)

Corridor pipeline system expansion project is mechanically complete; construction phase completed
on schedule and under budget

Entered into a 25-year, 60,000 b/d ship-or-pay diluent transportation contract for the Kearl oil sands
project

Successfully raised over $260 million in equity capital in 2009

Maintained investment grade credit ratings; DBRS and Standard & Poor’s increased trend outlooks on
Inter Pipeline debt

Conservative year end recourse debt to capitalization ratio of only 36%

FOURTH QUARTER HIGHLIGHTS

Funds from operations* increased $26 million or approximately 50% to $78 million
Payout ratio before sustaining capital* of 70% for the quarter

Cash distributions to unitholders were $54 million or $0.215 per unit during the quarter
Generated net income of $23 million for the quarter

Increased monthly distributions by 7.1% to $0.075 per unit

Completed construction on the Bow River oil segregation project; new facilities were in commercial
service January 2010

Inter Pipeline’s oil sands and conventional oil pipeline systems transported 755,500 b/d in the
quarter

SUBSEQUENT EVENT

Inter Pipeline (Corridor) Inc. successfully closed a $150 million debenture offering

*Please refer to the NON-GAAP FINANCIAL MEASURES section




PERFORMANCE OVERVIEW

Three months ended

December 31 Years ended December 31
(millions, except per unit and % amounts) 2009 2008 2009 2008 2007
Revenues
Oil sands transportation 146.0 $ 109.0
NGL extraction 794.3 756.7
Conventional oil pipelines 148.0 122.8
Bulk liquid storage 136.3 156.5

1,2246 $ 1,145.0

Funds from operations(l)

Oil sands transportation 69.8 $ 58.7
NGL extraction 134.0 145.7
Conventional oil pipelines 106.5 86.5
Bulk liquid storage 41.6 44.0
Corporate costs (71.4) (88.0)
280.5 $ 246.9
Per unit™ 126 $ 1.21
Net income 249.7 $ (80.0)
Per unit - basic and diluted 1.12 % (0.39)
Cash distributions'” 186.6 $ 174.7
Per unit® 0.840 $ 0.840
Units outstanding (basic)
Weighted average 222.0 203.4
End of period? 223.1 220.9
Capital expenditures
Growth™ 601.7 $ 363.9
Sustaining” 13.4 12.2
615.1 $ 376.1
Payout ratio before sustaining capital™” 66.5% 69.5%
Payout ratio after sustaining capital(l) 69.9% 73.2%

As at December 31

2009 2008 2007
Total assets $ 4,125.7 $ 3,549.8
Total debt® $ 23492 $ 18878
Total partners’ equity $ 1,130.2 $ 1,064.2
Enterprise value $ 3,921.8 $ 3,984.0
Total debt to total capitalization™® 67.5% 64.0%
Total recourse debt to capitalization'” 41.6% 44.3%

(1) Please refer to the NON-GAAP FINANCIAL MEASURES section of this MD&A.

(2) Cash distributions are calculated based on the number of units outstanding at each record date.

(3) Total debt includes long-term debt totalling $2,610.9 million before discounts and debt transaction costs of $8.8 million reported in the
December 31, 2009 consolidated financial statements.




YEAR ENDED DECEMBER 31, 2009

Inter Pipeline generated record financial results in 2009, with the oil sands transportation and
conventional oil pipelines businesses leading the growth in funds from operations. Funds from operations
were $294.2 million in 2009, approximately $13.7 million or 4.9% higher than $280.5 million generated
in 2008. The NGL extraction business’s financial results were consistent with 2008 as propane-plus frac-
spreads rebounded in 2009 to rates realized in early 2008. Business results for the bulk liquid storage
business were consistent with 2008 as facility utilization rates remained strong. Funds from operations
from Inter Pipeline’s four diversified business segments, combined with lower corporate costs, resulted in
a positive payout ratio before sustaining capital of 68.8% for 2009.

Net income of $157.7 million for 2009 was $92.0 million lower than the $249.7 million earned in 2008.
In 2008, net income benefited from a $74.4 million unrealized gain on the mark-to-market value of
derivative financial instruments outstanding at December 31, 2008 compared to a $65.2 million
unrealized loss at December 31, 2009. This variance was partially offset by a $24.0 million favourable
variance due to changes in provincial SIFT tax rates legislated in March 2009 and a net $17.8 million gain
recognized on the disposition of Inter Pipeline’s Valley pipeline system and other assets in 2009.

Total cash distributions to unitholders in 2009 increased $15.8 million or 8.5% to $202.4 million
compared to $186.6 million distributed in 2008. This increase in cash distributions is primarily the result
of a higher overall number of Class A units outstanding during 2009. The majority of new units were issued
pursuant to a new distribution reinvestment plan adopted in May 2009 and a successful $173 million
public equity offering in June 2009. In October 2009, Inter Pipeline announced a monthly cash distribution
increase of $0.005 per unit to $0.075 per unit for distributions declared in December 2009 and beyond.
This rate increase will result in an annualized cash distribution increase of $0.06 per unit to $0.90 per
unit.

Total debt increased $270.5 million from $2,349.2 million to $2,619.7 million at December 31, 2009
while Inter Pipeline spent approximately $591.4 million on capital projects. Undistributed funds from
operations, net proceeds of $246.0 million from the public equity offering and a new distribution
reinvestment plan were utilized to reduce indebtedness on Inter Pipeline’s $750 million revolving credit
facility. Inter Pipeline lowered its recourse debt to capitalization ratio from 41.6% at December 31, 2008
to 35.7% at December 31, 2009. Adjusting for the inclusion of non-recourse debt of $1,886.3 million held
within the Corridor corporate entity, Inter Pipeline’s total debt to total capitalization ratio at December 31,
2009 was 66.5%.

THREE MONTHS ENDED DECEMBER 31, 2009

Inter Pipeline also generated strong financial results in the fourth quarter of 2009 driven by significantly
higher frac-spreads in the NGL extraction business compared to the same period in 2008. Consolidated
funds from operations for the quarter of $78.2 million were $26.1 million or 50.1% higher than the $52.1
million generated in 2008 which resulted in an attractive payout ratio before sustaining capital of 69.6%.
Operating results in the oil sands transportation business were also higher primarily due to an increase in
volumes transported on the Cold Lake pipeline system. Lower operating results in the conventional oil
pipelines and bulk liquid storage businesses were partially offset by a reduction in corporate costs.

Net income of $23.1 million in the fourth quarter of 2009 was $79.4 million lower than the $102.5 million
earned in the same period in 2008. In 2008, net income benefited from a favourable $54.9 million
unrealized gain as a result of the mark-to-market value of derivative financial instruments outstanding at
December 31, 2008, compared to a $24.7 million unrealized loss in the fourth quarter of 2009.

Total cash distributed to unitholders in the fourth quarter of 2009 increased $7.7 million or 16.5% to
$54.5 million compared to $46.8 million distributed in 2008. As discussed in the annual results above,
this is primarily due to additional Class A units outstanding.

Inter Pipeline’s total debt increased $8.9 million to $2,619.7 million during the quarter while Inter Pipeline
spent approximately $60.9 million on capital projects.




OUTLOOK

In 2009, Inter Pipeline successfully continued to execute its long term strategy of developing long-life, high
quality energy infrastructure assets that will provide sustained and predictable cash flows into the future.
Implementation of this strategy in 2009 resulted in $2 billion worth of organic growth projects being
advanced. The centre of growth activity for 2009 continued to be the $1.8 billion Corridor pipeline capacity
expansion project. When in service, this project will substantially increase consolidated funds from
operations and become a key element in allowing Inter Pipeline to maintain its current cash distributions
through 2011, the year Inter Pipeline becomes fully taxable. In 2010, Inter Pipeline’s capital spending will
be lower as the Corridor expansion project transitions from the construction to commissioning phase. The
total proposed growth capital budget for 2010 is $274 million, down from the $591 million spent in 2009.
Projected 2010 sustaining capital expenditures are approximately $18 million.

The Corridor expansion project, after four years of steady progress, is expected to be completed in 2010.
Approximately $210 million is expected to be incurred in 2010. Line fill, interest during construction and
remaining tank costs account for the majority of these expenditures. Inter Pipeline bears no capital cost
overrun exposure on these cost components as they will be added to the Corridor rate base at their actual
cost. Upon completion of this $1.8 billion expansion, bitumen blend transport capacity on the Corridor
system is expected to increase from 300,000 b/d to 465,000 b/d. This additional capacity will
accommodate shipment of increased oil sands production from the Athabasca Oil Sands Project, a joint
venture between Shell Canada Energy, Chevron Canada Limited and Marathon Oil Canada Corporation.
Inter Pipeline will receive stable and predictable cash flows from this expanded pipeline system, utilizing
the same cost-of-service contractual arrangements used on the original Corridor pipeline system. The
expansion is expected to be in service late in 2010, with incremental revenue commencing no later than
January 1, 2011.

In 2009, Inter Pipeline announced the signing of a 25-year agreement to transport diluent with Imperial Oil
Resources Ventures Limited (or “Imperial” a jointly owned venture between Imperial Oil Limited and
ExxonMobil Canada) for their Kearl oil sands mining project located northeast of Fort McMurray.
Approximately $135 million will be invested over the next three years to connect an existing 12-inch
pipeline, currently utilized by Corridor, to the Kearl project and to a diluent receipt point in the Edmonton
area. In 2010, approximately $28 million will be spent on the project. Diluent deliveries are expected to
begin late in 2012, generating initial incremental EBITDA of approximately $40 million per year. Imperial’s
initial volume commitment of 60,000 b/d will utilize roughly half the potential capacity of this line, with an
option to increase its capacity commitment. Consistent with a strategy of developing infrastructure assets
through organic growth, Inter Pipeline will pursue further volume additions to utilize the remaining capacity
on this system from either the Kearl project or other interested parties.

Also announced in 2009 was a major reconfiguration of Inter Pipeline’s Bow River pipeline system. The
Bow River segregation project enables shipment of a distinct segregated crude oil stream from the oil
storage and marketing hub at Hardisty, Alberta to refining customers in Montana. The project includes
construction of 128 kilometres of new pipeline and facility modifications. Inter Pipeline has received firm
shipping commitments to transport 30,000 b/d of segregated crude oil from Hardisty under a seven year
ship-or-pay contract with revenue commencing January 1, 2010 that is not subject to commodity price or
volume risk. In December 2009, construction of the new pipeline and associated facilities was completed
on schedule. The project is expected to enter into full service in the first quarter of 2010, generating an
estimated $16.5 million in incremental EBITDA per year.

In the bulk liquid storage business, Inter Pipeline plans to spend approximately $12 million in 2010 on
organic growth projects. This amount will be spent on various tank life extensions and tank conversions
enabling the storage of new products under new contracts. Sustaining capital of $7 million in the bulk
liquid storage business is planned for 2010 as part of the ongoing regular program of capital maintenance
and to ensure that tankage facilities comply with new UK safety and environmental regulations.

Organic growth capital expenditures planned for Inter Pipeline’s NGL extraction business segment will
focus on addressing NGL stream quality issues. Inter Pipeline is developing plans, at the request of BP
Canada pursuant to its contract with Inter Pipeline, to construct facilities at Cochrane to remove sulphur




compounds from propane-plus production. Over the next three years, an estimated $50 million of growth
capital is planned to be spent on the project. Improving product quality is expected to ensure continuing
access to premium-priced markets for propane-plus extracted at the Cochrane facility.

From a business environment perspective, Inter Pipeline continues to be in a strong position relative to
uncertainty caused by the recent economic recession. A significant portion of cash flow is generated under
long term contracts that are not commodity price or volume sensitive. For example, in the oil sands
transportation business segment, contracts are generally cost-of-service in nature and have limited
exposure to volume fluctuations and no direct exposure to commodity prices. Similarly, our bulk liquid
storage and a majority of our conventional oil pipelines and NGL extraction business are fee-based in
nature with no direct exposure to commodity prices. Cash flow underpinned by cost-of-service contracts is
expected to become more predominant in future years due to the Corridor expansion project and other
similarly contracted organic growth projects underway. With regard to market-based dynamics that could
impact cash flows, certain oil blending activities on our conventional oil pipelines are exposed to
commodity prices as well as propane-plus sales at the Cochrane NGL extraction facility have direct
exposure to commodity prices through the propane-plus frac-spread.

In 2009, propane-plus frac-spreads climbed steadily through the year from $0.33 USD/USG in the fourth
quarter of 2008 to $0.80 USD/USG in the same period in 2009. Due to the magnitude of the increase,
frac-spreads contributed positively to financial results in 2009. Inter Pipeline’s diversified revenue streams
ensure that while beneficial commodity prices strongly help overall financial performance through high
frac-spreads, the direct impact of weaker commodity prices is limited primarily to one revenue stream in
the NGL extraction business segment. Indirectly, low commodity prices could over time, result in lower
volumes moving through our fee-based businesses, primarily the conventional oil pipelines and bulk liquid
storage business segments. Regardless of commodity price levels, we expect Inter Pipeline’s business
units to exhibit solid performance in 2010 due to the stable and predictable nature of commercial
arrangements underpinning Inter Pipeline’s energy infrastructure assets.

In 2007, the federal government’s Tax Fairness Plan became law. As a result, publicly-traded flow-through
entities such as income trusts and limited partnerships will be subject to taxation commencing January 1,
2011. There is currently much speculation in the investment community and media regarding potential
changes to corporate structure and the sustainability of current cash distributions paid by such entities
when they become taxable.

In order to evaluate the implications of the Tax Fairness Plan on Inter Pipeline, the governance committee
and the remaining independent directors of Inter Pipeline’s board of directors engaged in a formal process
to consider if an alternative business structure, such as converting to a corporation, would be beneficial. In
evaluating alternative structures, consideration was given to possible impacts on Inter Pipeline including
the level of income taxes to be paid, corporate conversion costs, counterparty consent issues and
sustainability of distributions. The review of these impacts by the governance committee and the other
independent directors did not reveal any material tangible benefit to Inter Pipeline’s unitholders should it
change its existing business structure. As a result, Inter Pipeline’s board of directors has determined that
Inter Pipeline will remain structured as a publicly traded limited partnership into the foreseeable future.
The board of directors will continue to monitor future events which could affect this decision.

Since the Tax Fairness Plan was enacted, Inter Pipeline has stated that it is well positioned to maintain its
current level of cash distributions to unitholders despite becoming fully taxable in 2011. This outlook
remains unchanged. Furthermore, in the fourth quarter of 2009, Inter Pipeline announced a 7.1% increase
to its monthly distributions to $0.075 per unit. Strong fundamentals within each of Inter Pipeline’s four
business segments support the increase, as do expected cash flows from organic growth projects currently
underway. Total EBITDA contributions from these projects are expected to be approximately $200 million
per year once in service.

The change to a taxable entity will also lead to a more favourable tax treatment of Inter Pipeline’s
distributions in the hands of a taxable investor. In 2011, these distributions will be treated for tax
purposes substantially similar to dividends from Canadian public corporations. This dividend treatment,
when combined with Inter Pipeline’s intent to maintain stable cash distributions through 2011 and




beyond, should result in a taxable Canadian investor receiving a favourable after tax return from owning
Inter Pipeline units.

Inter Pipeline’s credit position is also very strong, anchored by a banking syndicate that is well diversified
with 16 major lending institutions participating. Central to Inter Pipeline’s credit capacity are two fully
committed credit facilities that are used to operate and grow the business. With approximately $950
million in unutilized credit capacity and terms extending into 2012, these committed credit facilities
provide Inter Pipeline with a solid financial base to support and grow the business.

Both Standard & Poor’s (S&P) and DBRS Limited (DBRS) have assigned an investment grade, long-term
corporate credit rating of BBB to Inter Pipeline. Inter Pipeline’s 100% owned subsidiary, Inter Pipeline
(Corridor) Inc. (“Corridor”), has been assigned investment grade credit ratings of A (low), A3 and A- from
DBRS, Moody’s Investor Services (Moody’s) and S&P, respectively. In 2009, DBRS issued a revised outlook
on both Corridor and Inter Pipeline, increasing the trend outlook from stable to positive. S&P also
increased the outlook on Corridor from stable to positive. Continued success advancing growth projects,
recent infusions of equity capital and strong financial results supported these positive upgrades.

From a strategic perspective, Inter Pipeline plans to continue its strategy of developing long life
infrastructure assets that generate sustainable and predictable cash flows. This strategy has created a
stable platform that enabled Inter Pipeline to weather the current period of economic downturn and
uncertainty, while continuing to generate attractive growth opportunities. Inter Pipeline may also
opportunistically pursue acquisitions that fit well strategically, are accretive to cash flow and support Inter
Pipeline’s investment grade credit rating.

RESULTS OF OPERATIONS
OIL SANDS TRANSPORTATION BUSINESS SEGMENT
Three months ended December 31 Years ended December 31
Volumes (000s b/qd) 2009 2008 % change 2009 2008 % change
Cold Lake (100% basis) 378.4 353.9 6.9 370.0 347.4 6.5
Corridor 216.5 209.6 3.3 212.6 207.6 24
594.9 563.5 5.6 582.6 555.0 5.0
(millions)
Revenue™ $ 341 $ 351 28| $ 1306 $ 146.0 (10.5)
Operating expenses™ $ 127 $ 134 (52)$ 479 $ 549 (12.8)
Funds from operations'™® $ 19.4 | $ 17.3 121 $ 739 $ 69.8 5.9
Capital expenditures(l)
Growth® $ 215 $ 811 $ 4764 $ 550.4
Sustaining®® 0.2 - 0.8 0.4
$ 217 $ 811 $ 4772 $ 550.8

(1) Cold Lake pipeline system’s revenue, operating expenses, funds from operations and capital expenditures are recorded on the
basis of Inter Pipeline’s 85% ownership interest.
(2) Please refer to the NON-GAAP FINANCIAL MEASURES section.

The oil sands transportation business segment is comprised of three pipeline systems that transport
petroleum products and provide related blending and handling services in northern Alberta. The three
pipeline systems include the Cold Lake and Corridor pipeline systems, and a new recently announced
diluent pipeline system currently in the early stages of development.

The Cold Lake pipeline system is a bitumen blend and diluent pipeline system that transports diluted
bitumen from the Cold Lake oil sands area of Alberta to delivery points in the Hardisty and Edmonton
areas. Inter Pipeline owns an 85% interest in the Cold Lake pipeline system and operates the system
pursuant to a long-term Transportation Services Agreement (Cold Lake TSA) with the Cold Lake founding




shippers. The shippers have committed to utilizing these pipelines over the term of the agreement. The
Cold Lake TSA provides: (i) a defined capital fee tied to volume transported through the pipelines and
facilities that comprise the Cold Lake pipeline system and (ii) for the recovery of substantially all operating
costs. The founding shippers’ annual minimum ship-or-pay commitment under the terms of the Cold Lake
TSA is $27.8 million to the end of December 2011 based on Inter Pipeline’s 85% ownership interest
($32.7 million - 100% basis). Capital fees under this commitment are collected in excess of actual
volumes shipped until certain ship-or-pay thresholds are achieved by each shipper. The terms of the Cold
Lake TSA extend beyond 2011, however the founding shippers have the option to utilize alternative
transportation sources (if certain minimum volume levels are maintained) subject to Cold Lake Pipeline
Limited Partnership’s (Cold Lake LP) right to match the alternative proposal. In addition to the Cold Lake
TSA, there are additional agreements with the founding and third party shippers that result in additional
returns on capital invested and recovery of associated operating costs.

The Corridor pipeline system is comprised of a bitumen blend and diluent pipeline system. It transports
diluted bitumen from the Muskeg River mine near Fort McMurray, Alberta to the Scotford upgrader located
northeast of Edmonton, Alberta. Corridor is the sole transporter of diluted bitumen produced by the
Athabasca Oil Sands Project. The Corridor pipeline system is operated pursuant to a long-term Firm Service
Agreement (Corridor FSA). The Corridor FSA utilizes a rate base cost-of-service approach to establish a
revenue requirement which provides for recovery of debt financing costs, all operating costs, rate base
depreciation and taxes in addition to providing a return on equity. As a result of this cost-of-service
approach, Corridor’'s funds from operations are not impacted by throughput volumes or commodity price
fluctuations. The main drivers of any potential variation in Corridor’s funds from operations are changes to
long-term Government of Canada bond rates, upon which the annual return on equity is determined, and
changes to the Corridor rate base. The initial term of the agreement is 25 years, extending through 2028
with options for further extensions. This system is currently being expanded and is expected to generate
additional revenues under the existing Corridor FSA no later than January 1, 2011.

In May 2009, Inter Pipeline announced the signing of a long term agreement with Imperial to provide
diluent transportation service to the Kearl oil sands mining and extraction project from a diluent receipt
point in the Edmonton area. Under the terms of this agreement, diluent transportation will be provided on
an existing 12-inch diameter pipeline that is currently in service on the Corridor pipeline system. This
pipeline will be idled from service upon commencement of the Corridor expansion project. The new diluent
pipeline system is expected to be ready for service late in 2012. Total costs to connect the existing
pipeline to the Kearl oil sands development and diluent receipt points in the Edmonton area are cur