


NON-GAAP MEASURES

This MD&A references the following non-GAAP measures:

€easures:

˜easures:

˜easures:

˜easures:



Comparable earnings

Comparable earnings represents earnings or loss attributable to controlling interests and to our common shareholder on

a consolidated basis, adjusted for specific items. Comparable earnings is comprised of segmented earnings, interest

expense, AFUDC, interest income and other, income taxes and non-controlling interests, adjusted for specific items. See

the Consolidated results section for reconciliations to net income attributable to controlling interests and to common

shares.

Comparable EBIT and comparable EBITDA

Comparable EBIT represents segmented earnings, adjusted for specific items. We use comparable EBIT as a measure of

our earnings from ongoing operations as it is a useful measure of our performance and an effective tool for evaluating

trends in each segment. Comparable EBITDA is calculated the same way as comparable EBIT but excludes the non-cash

charges for depreciation and amortization. See the Reconciliation of non-GAAP measures section for a reconciliation to

segmented earnings.
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We submitted comments on the NOPR on April 25, 2018. Following the public comment period, we expect FERC toissue final order(s) in the late summer or early fall of 2018. We are evaluating this NOPR and our next courses of action,however, we do not expect an immediate or a retroactive impact from the NOPR or the revised Policy Statementdescribed above.NOI Regarding the Effect of U.S. Tax Reform on Commission-Jurisdictional RatesIn the NOI, FERC seeks comment on the effects of U.S. Tax Reform to determine additional action, if any, required byFERC related to accumulated deferred income taxes that were collected from shippers in anticipation of paying theInternal Revenue Service, but which no longer accurately reflect the future income tax liability. The NOI also seekscomment on the elimination of bonus depreciation for regulated natural gas pipelines and other effects of U.S. TaxReform. We plan to submit comments in response to the NOI, which are due May 21, 2018.IMPACT OF 2018 FERC ACTIONS ON TCPL





U.S. Tax Reform

Pursuant to the enactment of U.S. Tax Reform, we recorded net regulatory liabilities and a corresponding reduction in

net deferred income tax liabilities in the amount of $1,686 million at December 31, 2017 related to our U.S. natural gas

pipelines subject to rate-regulated accounting (RRA). Such amounts remain provisional as our interpretation, assessment





Medium to longer-term projects
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Financial condition

We strive to maintain strong financial capacity and flexibility in all parts of the economic cycle. We rely on our operating

cash flow to suse. Well usiness,ll y dividendsty andu ana porditits oWellgrowth. I indonditi, we accessal citalng

inancial condition















Net investment hedge

We hedge our net investment in foreign operations (on an after-tax basis) with U.S. dollar-denominated debt, cross-

currency interest rate swaps, foreign exchange forward contracts and foreign exchange options. 



Unrealized and realized (losses)/gains of derivative instruments







Financial instruments

In January 2016, the FASB issued new guidance on the accounting for equity investments and financial liabilities. The

new guidance changes the income statement effect of equity investments and the recognition of changes in the fair

value of financial liabilities when the fair value option is elected. The new guidance alsoges RGmrngeo assessair va optair
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classified as finance or operating, with classification affecting the pattern of expense recognition in the consolidated

statement of income. The new guidance does not make extensive changes to lessor accounting.

In January, 2018, the FASB issued an optional practical expedient, to be applied upon transition, to omit the evaluation

of land easements not previously accounted for as leases that existed or expired prior to the entity's adoption of the

new lease guidance. An entity that elects this practical expedient is required to apply the practical expedient consistently

to all of its existing or expired land easements not previously accounted for as leases. We continue to monitor and

analyze additional guidance and clarifications provided by the FASB.

The new guidance is effective January 1, 2019, with early adoption permitted. A modified retrospective transition

approach is required for leases existing at, or entered into after, the beginning of the earliest comparative period

presented in the financial statements, with certain practical expedients available. We are continuing to identify and

analyze existing lease agreements to determine the effect of application of the new guidance on our consolidated

financial statements. We have also selected a system solution and continue to assess process changes necessary to

compile the information to meet the recognition and disclosure requirements of the new guidance.

Measurement of credit losses on financial instruments

In June 2016, the FASB issued new guidance that significantly changes how entities measure credit losses for most

financial assets and certain other financial instruments that are not measured at fair value through net income. The new

guidance amends the impairment model of financial instruments basing it on expected losses rather than incurred

losses. These expected credit losses will be recognized as an allowance rather than as a direct write down of the

amortized cost basis. The new guidance is effective January 1, 2020 and will be applied using a modified retrospective

approach. We are currently evaluating the impact of the adoption of this guidance and have not yet determined the

effect on our consolidated financial statements.

Goodwill impairment

In January 2017, the FASB issued new guidance on simplifying the test for goodwill impairment by eliminating Step 2 of

the impairment test, which is the requirement to calculate the implied fair value of goodwill to measure the impairment



Reconciliation of non-GAAP measures











Condensed consolidated statement of comprehensive income

three months ended March 31

(unaudited - millions of Canadian $) 2018 2017

Net Income 853 762



Condensed consolidated statement of cash flows













Amortization on purchased callable debt securities

















Effective Tax Rates

The effective tax rates for the three-month periods ended March€31, 2018 and 2017 were 12 per cent and 20 per cent,

respectively. The lower effective tax rate in 2018 was primarily the result of the rate change resulting from U.S. Tax

Reform and lower flow-through tax in Canadian rate-regulated pipelines.
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7. Long-term debt

LONG-TERM DEBT RETIRED

The Company retired long-term debt in the three months ended March 31, 2018 as follows:





Details about reclassifications out of AOCI into the Condensed consolidated statement of income are as follows:€





FINANCIAL INSTRUMENTS

Non-derivative financial instruments

Fair value of non-derivative financial instruments

Available for sale assets are recorder
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Balance sheet presentation of derivative instruments

The balance sheet classification of the fair value of derivative instruments is as follows:













FAIR VALUE HIERARCHY










