
 

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C.  20549

FORM 8-K/A
(Amendment No. 1)

CURRENT REPORT

Pursuant To Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported)         February 20, 2007

TC PipeLines, LP
(Exact name of registrant as specified in its charter)

Delaware
 

000-26091
 

52-2135448
(State or other jurisdiction 

of incorporation)
 

(Commission File 
Number)

 

(IRS Employer
Identification No.)

     
110 Turnpike Road, Suite 203

 

 

Westborough, Massachusetts
 

01581
(Address of principal executive offices)

 

(Zip Code)
 

Registrant’s telephone number, including area code        (508) 871-7046

Not Applicable
(Former name or former address if changed since last report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:

o   Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o   Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o   Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o   Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 

Explanatory Note

This Current Report on Form 8-K/A is being filed to amend the Current Report on Form 8-K filed by TC PipeLines, LP (the “Partnership”) on
February 23, 2007 to provide the financial statements and pro forma financial information required by Items 9.01 (a) and (b) of Form 8-K.

Item 9.01.  Financial Statements and Exhibits.

(a)                                  Financial Statements of Businesses Acquired.

The audited consolidated balance sheets of Great Lakes Gas Transmission Limited Partnership (“Great Lakes”) as of December 31, 2006 and
December 31, 2005 and the audited consolidated statements of income and partners’ capital and cash flows for each of the years in the three-year period
ended December 31, 2006 and the related report of its independent registered public accounting firm are filed as Exhibit 99.3 to this Form 8-K/A and
incorporated herein by reference.

(b)                                 Pro Forma Financial Information.

The unaudited pro forma combined financial information for the year ended December 31, 2006 is filed as Exhibit 99.4 to this Form 8-K/A and
incorporated herein by reference.

(d)                                 Exhibits.

2.1
 

Purchase and Sale Agreement dated as of December 22, 2006 among El Paso Great Lakes Company, L.L.C., as
Seller and TC GL Intermediate Limited Partnership and TransCanada USA Ltd., as Buyers. (Incorporated by
reference to Exhibit 2.1 of TC PipeLines, LP’s Form 8-K filed December 22, 2006 (File No. 000-26091)).*

   



4.1
 

Registration Rights Agreement, dated February 22, 2007, by and among TC PipeLines, LP and the purchasers
thereto.**

   
10.1

 

Common Unit Purchase Agreement, dated February 20, 2007, by and among TC PipeLines, LP and the purchasers
thereto.**

   
23.1

 

Consent of KPMG LLP with respect to the financial statements of Great Lakes Gas Transmission Limited
Partnership.

   
99.1

 

Press Release dated February 21, 2007.**
   
99.2

 

Press Release dated February 22, 2007.**
   
99.3

 

Audited consolidated balance sheets of Great Lakes as of December 31, 2006 and December 31, 2005 and the
audited consolidated statements of income and partners’ capital and cash flows for each of the years in the three-
year period ended December 31, 2006 and related report of its independent registered public accounting firm.
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99.4
 

Unaudited pro forma combined financial information for the year ended December 31, 2006.
 

* The schedules and exhibits to this agreement, as set forth in the Table of Contents of the agreement, were not filed therewith pursuant to Item
601(b)(2) of Regulation S-K. The Partnership agrees to furnish any omitted materials to the Securities and Exchange Commission upon request.

** Previously filed.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

TC PipeLines, LP
 

by:  TC PipeLines GP, Inc.,
 

its general partner
  
  
 

By: /s/ Amy W. Leong
 

  

Amy W. Leong
  

Controller
  
  
Dated:  March 19, 2007
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LP’s Form 8-K filed December 22, 2006 (File No. 000-26091)).*
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Press Release dated February 22, 2007.**
   



99.3
 

Audited consolidated balance sheets of Great Lakes as of December 31, 2006 and December 31, 2005 and the audited consolidated
statements of income and partners’ capital and cash flows for each of the years in the three-year period ended December 31, 2006 and
related report of its independent registered public accounting firm.

   
99.4

 

Unaudited pro forma combined financial information for the year ended December 31, 2006.
 

* The schedules and exhibits to this agreement, as set forth in the Table of Contents of the agreement, were not filed therewith pursuant to Item
601(b)(2) of Regulation S-K. The Partnership agrees to furnish any omitted materials to the Securities and Exchange Commission upon request.

** Previously filed.



Exhibit 23.1

KPMG LLP
Suite 1200
150 West Jefferson
Detroit, MI 48226-4429

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the registration statement (No. 333-121537) on Form S-3 of TC Pipelines, LP of our report dated January 23,
2007, with respect to the consolidated balance sheets of Great Lakes Gas Transmission Limited Partnership and subsidiary as of December 31, 2006 and
2005, and the related consolidated statements of income and partners’ capital and cash flows for each of the years in the three-year period ended December
31, 2006, which report appears in this current report on Form 8-K/A of TC Pipelines, LP dated March 19, 2007.

Detroit, Michigan
March 16, 2007



Exhibit 99.3

AUDITED FINANCIAL STATEMENTS OF
GREAT LAKES GAS TRANSMISSION LIMITED PARTNERSHIP

Report of Independent Registered Public Accounting Firm

The Partners and Management Committee
Great Lakes Gas Transmission Limited Partnership:

We have audited the accompanying consolidated balance sheets of Great Lakes Gas Transmission Limited Partnership and subsidiary (Partnership)
as of December 31, 2006 and 2005, and the related consolidated statements of income and partners’ capital and cash flows for each of the years in
the three-year period ended December 31, 2006. These consolidated financial statements are the responsibility of the Partnership’s management. Our
responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Partnership
as of December 31, 2006 and 2005, and the results of its operations and its cash flows for each of the years in the three-year period ended December
31, 2006, in conformity with U.S. generally accepted accounting principles.

Detroit, Michigan
January 23, 2007

Consolidated Statements of Income and Partners’ Capital

Years Ended December 31
(Thousands of Dollars)

  2006  2005  2004  

        
Transportation Revenues

       

Affiliated Revenues
 

$ 161,605
 

173,796
 

185,391
 

Non Affiliated Revenues
 

110,652
 

106,947
 

98,936
 

 

 

272,257
 

280,743
 

284,327
 

Operating Expenses
       

Operation and Maintenance
 

34,083
 

41,312
 

34,723
 

Depreciation
 

57,612
 

57,693
 

57,756
 

Income Taxes Payable by Partners
 

44,076
 

43,253
 

47,058
 

Property and Other Taxes
 

25,965
 

26,756
 

23,265
 

 

 

161,736
 

169,014
 

162,802
 

        
Operating Income

 

110,521
 

111,729
 

121,525
 

        
Other Income (Expense)

       

Interest on Long Term Debt
 

(35,970) (36,844) (37,718)
Other, Net

 

3,723
 

1,917
 

1,373
 

 

 

(32,247) (34,927) (36,345)
        
Net Income

 

$ 78,274
 

76,802
 

85,180
 

        
Partners’ Capital

       

Balance at Beginning of Year
 

$ 376,713
 

420,501
 

452,007
 

Contributions by General Partners
 

—
 

30,976
 

29,398
 

Net Income
 

78,274
 

76,802
 

85,180
 

Current Income Taxes Payable by Partners Charged to Earnings
 

39,259
 

33,237
 

31,536
 

Distributions to Partners
 

(132,099) (184,803) (177,620)
        
Balance at End of Year

 

$ 362,147
 

376,713
 

420,501
  

The accompanying notes are an integral part of these statements.



Consolidated Balance Sheets
As of December 31
(Thousands of Dollars)

  2006  2005  

      
ASSETS

     

      
Current Assets

     

Cash and Cash Equivalents
 

$ 78,368
 

59,280
 

Accounts Receivable (net of allowance of $1,000 in 2006 and $1,200 in 2005)
 

16,327
 

33,804
 

Receivable from Affiliates
 

18,954
 

16,721
 

Materials and Supplies, at Average Cost
 

10,908
 

9,664
 

Prepayments
 

4,286
 

2,746
 

Other
 

310
 

361
 

 

 

129,153
 

122,576
 

Gas Utility Plant
     

Property, Plant and Equipment
 

2,038,123
 

2,025,196
 

Less Accumulated Depreciation
 

1,030,059
 

970,737
 

 

 

1,008,064
 

1,054,459
 

      
 

 

$ 1,137,217
 

1,177,035
 

      
LIABILITIES & PARTNERS’ CAPITAL

     

      
Current Liabilities

     

Current Maturities of Long Term Debt
 

$ 10,000
 

10,000
 

Accounts Payable
 

16,306
 

30,671
 

Payable to Affiliates
 

2,362
 

4,755
 

Property Taxes
 

17,793
 

19,149
 

Other Non Income Taxes
 

3,939
 

5,299
 

Accrued Interest
 

9,289
 

9,435
 

Other
 

4,136
 

3,976
 

 

 

63,825
 

83,285
 

      
Long Term Debt

 

440,000
 

450,000
 

      
Other Liabilities

     

Amounts Equivalent to Deferred Income Taxes
 

270,515
 

266,192
 

Other
 

730
 

845
 

 

 

271,245
 

267,037
 

      
Partners’ Capital

 

362,147
 

376,713
 

      
 

 

$ 1,137,217
 

1,177,035
  

The accompanying notes are an integral part of these statements.

Consolidated Statements of Cash Flows
Years Ended December 31
(Thousands of Dollars)

  2006  2005  2004  

        
Cash Flow Increase (Decrease) from:

       

        
Operating Activities

       

Net Income
 

$ 78,274
 

76,802
 

85,180
 

Adjustments to Reconcile Net Income to Operating Cash Flows:
       

Depreciation
 

57,612
 

57,693
 

57,756
 

Amounts Equivalent to Deferred Income Taxes
 

4,323
 

9,233
 

15,678
 

Allowance for Funds Used During Construction
 

(386) (135) (157)
Changes in Current Assets and Liabilities:

       

Accounts Receivable
 

17,477
 

(2,516) (15,848)
Receivable from Affiliates

 

(2,233) (3,872) 6,458
 

Accounts Payable
 

(14,365) 5,675
 

11,957
 

Payable to Affiliates
 

(2,393) 1,767
 

1,177
 

Property and Other Non Income Taxes
 

(2,716) 341
 

(970)
Other

 

(2,834) 1,950
 

(3,076)
 

 

132,759
 

146,938
 

158,155
 

        
Investing Activities

       



Investment in Utility Plant
 

(18,953) (16,102) (15,136)
Insurance Proceeds

 

8,122
 

—
 

2,545
 

 

 

(10,831) (16,102) (12,591)
        
Financing Activities

       

Repayment of Long Term Debt
 

(10,000) (10,000) (10,000)
Contributions by General Partners

 

—
 

30,976
 

29,398
 

Current Income Taxes Payable by Partners Charged to Earnings
 

39,259
 

33,237
 

31,536
 

Distribution to Partners
 

(132,099) (184,803) (177,620)
 

 

(102,840) (130,590) (126,686)
        
Change in Cash and Cash Equivalents

 

19,088
 

246
 

18,878
 

        
Cash and Cash Equivalents:

       

        
Beginning of Year

 

59,280
 

59,034
 

40,156
 

        
End of Year

 

$ 78,368
 

59,280
 

59,034
 

        
Supplemental Disclosure of Cash Flow Information Cash Paid During the Year for Interest

       

(Net of Amounts Capitalized of $153, $47 and $48, Respectively)
 

$ 36,132
 

37,018
 

37,903
  

The accompanying notes are an integral part of these statements.

Notes to Consolidated Financial Statements

1 Organization and Management

Great Lakes Gas Transmission Limited Partnership (Partnership) is a Delaware limited partnership that owns and operates an interstate natural gas pipeline
system.  The Partnership transports natural gas for delivery to wholesale customers in the midwestern and northeastern United States and eastern Canada.  
The partners, their parent companies, and partnership ownership percentages at December 31 are as follows:

 Ownership %  

Partner (Parent Company)  2006  2005  

General Partners:
     

El Paso Great Lakes Company, LLC (El Paso Corporation)
 

46.45
 

46.60
 

TransCanada GL, Inc. (TransCanada PipeLines Ltd.)
 

46.45
 

46.60
 

      
Limited Partner:

     

Great Lakes Gas Transmission Company (TransCanada
PipeLines Ltd. and El Paso Corporation)

 

7.10
 

6.80
  

The day-to-day operation of Partnership activities is the responsibility of Great Lakes Gas Transmission Company (Company), which is reimbursed for its
employee salaries, benefits and other expenses, pursuant to the Partnership’s Operating Agreement with the Company.

On December 22, 2006, TC PipeLines, LP and TransCanada Corporation announced the purchase of El Paso’s 46.45% ownership interest in the Partnership
and 50% interest in the Company, respectively.  The acquisition is subject to regulatory approvals and is expected to close in the first quarter of 2007.  The
impact, if any, of this transaction on the Partnership’s consolidated financial statements has not been determined.

2 Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presentation

The consolidated financial statements include the accounts of the Partnership and GLGT Aviation Company, a wholly owned subsidiary.  GLGT Aviation
Company owns a fractional interest in a transport aircraft used principally for pipeline operations.  Intercompany amounts have been eliminated.

For purposes of reporting cash flows, the Partnership considers all liquid investments with original maturities of three months or less to be cash equivalents.

The fair value of long term debt is discussed in footnote 4.  All other financial instruments approximate fair value due to the short maturity of these
instruments.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires the use of
estimates and assumptions that affect the amounts reported as assets, liabilities, revenues and expenses and the disclosures in these financial statements. 
Actual results can, and often do, differ from those estimates.

Regulation

The Partnership is subject to the rules, regulations and accounting procedures of the Federal Energy Regulatory Commission (FERC).  The Partnership’s
accounting policies follow regulatory accounting principles prescribed under Statement of Financial Accounting Standards (SFAS) No. 71, Accounting for the
Effects of Certain Types of Regulation.  Regulatory assets and liabilities have been established and represent probable future revenue or expense which will be
recovered from or refunded to customers.



Revenue and Accounts Receivable

The Partnership recognizes transportation revenues in the period the service is provided based on transportation service contracts under a tariff regulated by
the FERC.  The tariff specifies maximum transportation rates and the contracts’ general terms and conditions of service.

Accounts receivable are reported at the invoiced amount.  The Partnership establishes an allowance for losses on

accounts receivable if it is determined that all or a portion of the outstanding balance will not be collected.  The Partnership also considers historical industry
data and customer credit trends.  Account balances are charged against the allowance after all means of collection have been exhausted and the potential for
recovery is considered remote.

Natural Gas Imbalances

Natural gas imbalances occur when the actual amount of natural gas delivered or received differs from the scheduled amount of natural gas delivered or
received.  The Partnership values these imbalances due to or from customers and interconnecting pipelines at current index prices.  Imbalances are made up in
kind, in accordance with the terms of the tariff.

Imbalances due from others are reported on the consolidated balance sheet as either accounts receivable or receivable from Partners and their affiliated
companies.  Imbalances owed to others are reported on the consolidated balance sheet as either accounts payable or payable to Partners and their affiliated
companies.  Imbalances are expected to settle within a year.

Gas Utility Plant and Depreciation

Gas utility plant is stated at cost and includes certain administrative and general expenses, plus an allowance for funds used during construction.  The
Partnership capitalizes major units of property replacements or improvements and expenses minor items.  The cost of plant retired is charged to accumulated
depreciation.  Depreciation of gas utility plant is computed using the straight-line method.  The Partnership’s principal operating assets are depreciated at an
annual rate of 2.75%.

The allowance for funds used during construction represents the debt and equity costs of capital funds applicable to utility plant under construction, calculated
in accordance with a uniform formula prescribed by the FERC.  The rates used were 10.37%, 10.50% and 10.49% for years 2006, 2005, and 2004,
respectively.

Asset Retirement Obligations

In the fourth quarter of 2005, the Partnership adopted Financial Accounting Standards Board Interpretation (FIN) No. 47, Accounting for Conditional Asset
Retirement Obligations.  FIN No. 47 requires companies to record a liability for those asset retirement obligations in which the timing or amount of settlement
of the obligations are uncertain.  These conditional obligations were not addressed by SFAS No 143, Accounting for Asset Retirement Obligations, which the
Partnership adopted on January 1, 2003.  FIN No. 47 requires accrual of a liability when a range of scenarios indicates that the potential timing or settlement
amounts of conditional asset retirement obligations can be determined.  The Partnership has asset retirement obligations if it were to permanently retire all or
part of the pipeline system; however, the amount of asset retirement obligations cannot be reasonably estimated because the end of the pipeline system life is
not determinable with the degree of accuracy necessary to currently establish a liability for the obligation.

Accounting for Pipeline Integrity Costs

Prior to January 1, 2006, the Partnership capitalized certain costs incurred related to its pipeline integrity assessment programs as part of Property, Plant and
Equipment.  In June 2005, the FERC issued an order on Accounting for Pipeline Assessment Costs which generally requires pipeline inspections and
assessments incurred after January 1, 2006 to be expensed.  The partnership expensed $2,400,000 of pipeline integrity costs in 2006.

Uncertain Income Tax Positions

In July 2006, the Financial Accounting Standards Board (FASB) issued FIN 48, “Accounting for Uncertainty in Income Taxes.”  FIN 48 prescribes a
comprehensive model for how a company should recognize, measure, present, and disclose in its financial statements uncertain income tax positions taken or
expected to be taken on a tax return.  FIN 48 also requires significant new annual disclosures.  FIN 48 is effective beginning January 1, 2007.  The
Partnership is currently determining the effect of FIN 48 on the consolidated financial statements but does not expect it to have a material impact.

Fair Value Measurements

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements”, which provides guidance on measuring the fair value of assets and
liabilities in the financial statements. This standard is effective in 2008.  The Partnership is currently evaluating the impact of SFAS No. 157, if any, on the
consolidated financial statements.

Income Taxes

The Partnership’s tariff includes an allowance for income taxes, which the FERC requires the Partnership to record as if it were a corporation.   Income taxes
are deducted in the Consolidated Statements of Income and the current portion of income taxes is returned to partners’ capital.  Recorded current income
taxes are distributed to partners based on their ownership percentages.

Amounts equivalent to deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of assets and liabilities and their respective tax bases at currently enacted income tax rates.



3 Affiliated Company Transactions

Affiliated company amounts included in the Partnership’s consolidated financial statements, not otherwise disclosed, are as follows:

 (In Thousands)  

  2006  2005  2004  

        
Transportation revenues:

       

TransCanada PipeLines Limited and affiliates
 

$ 150,067
 

156,561
 

164,810
 

El Paso Corporation and affiliates
 

11,538
 

17,235
 

20,581
  

Affiliated transportation revenues are primarily provided under fixed priced contracts with remaining terms ranging from 1 to 10 years.

The Partnership reimburses the Company for salaries, benefits and other incurred expenses.  Benefits include pension, savings plan, and other post-retirement
benefits.  Operating expenses charged by the Company in 2006, 2005 and 2004 were $16,056,000, $18,636,000 and $17,388,000, respectively.

The Company makes contributions for eligible employees of the Company to a voluntary defined contribution plan sponsored by El Paso Corporation.   The
Company’s contributions, which are based on matching employee contributions, amounted to $592,000, $1,008,000, and $475,000 in 2006, 2005 and 2004,
respectively.

The Company participates in a cash balance pension plan sponsored by El Paso Corporation and a post-retirement plan.  The Company accounts for pension
and post-retirement benefits on an accrual basis.  The net expense (income) for each of the plans is as follows:

 
 (In Thousands)  

  2006  2005  2004  

Pension
 

$ (2,186) (297) (743)
Post-Retirement

 

151
 

179
 

202
  

4 Debt

 (In Thousands)  

  2006  2005  

Senior Notes, unsecured, interest due semiannually, principal due as
follows:

     

8.74% series, due 2007 to 2011
 

$ 50,000
 

60,000
 

9.09% series, due 2012 to 2021
 

100,000
 

100,000
 

6.73% series, due 2009 to 2018
 

90,000
 

90,000
 

6.95% series, due 2019 to 2028
 

110,000
 

110,000
 

8.08% series, due 2021 to 2030
 

100,000
 

100,000
 

 

 

450,000
 

460,000
 

Less current maturities
 

10,000
 

10,000
 

      
Total long term debt less current maturities

 

$ 440,000
 

450,000
  

The aggregate estimated fair value of long term debt was $516,698,000 and $547,433,000 for 2006 and 2005, respectively.  The fair value is determined using
discounted cash flows based on the Partnership’s estimated current interest rates for similar debt.

The aggregate annual required repayments of Senior Notes is $10,000,000 in 2007 and 2008 and $19,000,000 for each year 2009 through 2011.

Under the most restrictive covenants in the Senior Note Agreements, approximately $242,000,000 of partners’ capital is restricted as to distributions as of
December 31, 2006.

5 Income Taxes Payable by Partners

Income taxes payable by partners for the years ended December 31, 2006, 2005 and 2004 consists of:

 (In Thousands)  

  2006  2005  2004  

Current
       

Federal
 

$ 37,579
 

31,815
 

30,187
 

State
 

1,680
 

1,422
 

1,349
 

 

 

39,259
 

33,237
 

31,536
 

        
Deferred

       

Federal
 

4,611
 

9,588
 

14,833
 

State
 

206
 

428
 

689
 

 

 

4,817
 

10,016
 

15,522
 

 

 

$ 44,076
 

43,253
 

47,058
  

Income taxes payable by partners differs from the statutory rate of 35% due to the amortization of excess deferred taxes along with the effects of state and
local taxes.  The Partnership was required by FERC to amortize excess deferred taxes which had previously been accumulated at tax rates in excess of current



statutory rates.  Such amortization reduced income taxes payable by partners by $575,000 in 2004.  These excess deferred taxes were fully amortized at
December 31, 2004.

The deferred tax assets and deferred tax liabilities as of December 31, 2006 and 2005 are as follows:

 (In Thousands)  

  2006  2005  

Deferred tax assets - other
 

$ 4,924
 

4,674
 

Deferred tax liabilities - utility plant
 

(258,537) (254,752)
Deferred tax liabilities - other

 

(16,902) (16,114)
Net deferred tax liability

 

$ (270,515) (266,192)
 

As of December 31, 2006 and 2005, no valuation allowance is required.



Exhibit 99.4

UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

On February 22, 2007, TC GL Intermediate Limited Partnership, a wholly-owned subsidiary of TC PipeLines, LP (the “Partnership”), completed the
acquisition of a 46.45 per cent general partnership interest in Great Lakes Gas Transmission Limited Partnership (“Great Lakes”) from El Paso Great Lakes
Company, L.L.C., an indirect subsidiary of El Paso Corporation for a total purchase price of $943.9 million, subject to certain post-closing adjustments,
including the indirect assumption of approximately $212 million of Great Lakes’ debt.  The acquisition was partially financed through a private placement of
equity of 17,356,086 common units for gross proceeds of $600 million which closed concurrently with the Great Lakes acquisition.  TransCan Northern Ltd.,
a wholly-owned subsidiary of TransCanada Corporation (“TransCanada”), purchased 8,678,045 of the 17,356,086 common units for gross proceeds of $300
million.  In addition, TC PipeLines GP, Inc. (“TC PipeLines GP”), the sole general partner of the Partnership and a wholly-owned subsidiary of TransCanada,
maintained its two per cent general partner interest in the Partnership by contributing $12.6 million to the Partnership.  The Partnership funded the balance of
the purchase consideration with a draw on its amended and restated senior credit facility.

TransCanada previously held a 50 per cent general partnership interest in Great Lakes.  TransCanada acquired an additional 3.55 per cent interest in Great
Lakes as part of its acquisition of ANR Pipeline Company on February 22, 2007.  Upon closing of this separate transaction, TransCanada’s interest in Great
Lakes increased to 53.55 per cent, and a wholly-owned subsidiary of TransCanada is now the operator of Great Lakes.

The following pro forma condensed consolidated balance sheet as of December 31, 2006 has been prepared as if the acquisition of the 46.45 per cent general
partnership interest in Great Lakes occurred on December 31, 2006.  The following pro forma condensed consolidated statement of income for the year ended
December 31, 2006 has been prepared as if the acquisition occurred on January 1, 2006.  The financial statements are based on currently available
information and certain estimates and assumptions that we believe are reasonable.

The unaudited pro forma financial information is provided for informational purposes only and is not necessarily indicative of the consolidated results of
operations of the Partnership in future periods or as it would have been had the acquisition occurred on January 1, 2006. The unaudited pro forma financial
information should be read in conjunction with the historical financial statements of the Partnership, and the related notes thereto, which are included in the
Partnership’s Annual Report on Form 10-K for the fiscal year ended December 31, 2006, as well as Great Lakes’ historical financial statements and the
related notes thereto, which are presented in Exhibit 99.3.

Pro Forma Condensed Consolidated Balance Sheet
December 31, 2006
(millions of dollars)

    Pro Forma  Pro Forma  

  TC PipeLines, LP  Adjustments  TC PipeLines, LP  

    (unaudited)  (unaudited)  

Assets
       

Current assets
 

$ 6.5
 

$ (0.8)Note 1) $ 5.7
 

Investment in Great Lakes
 

—
 

731.9 Note 2) 731.9
 

Investment in Northern Border Pipeline
 

561.2
 

—
 

561.2
 

Plant, property and equipment
 

127.0
 

—
 

127.0
 

Goodwill
 

79.2
 

—
 

79.2
 

Other assets
 

3.9
 

1.2 Note 1) 5.1
 

 

 

$ 777.8
 

$ 732.3
 

$ 1,510.1
 

        
Liabilities and Partners’ Equity

       

Current liabilities
       

Accounts payable and accrued interest
 

$ 4.6
 

$ —
 

$ 4.6
 

Current portion of long-term debt
 

4.7
 

—
 

4.7
 

Long-term debt
 

463.4
 

125.0 Note 3) 588.4
 

Non-controlling interests
 

1.2
 

—
 

1.2
 

Partners’ equity
 

303.9
 

607.3 Note 3) 911.2
 

 

 

$ 777.8
 

$ 732.3
 

$ 1,510.1
  

TC PipeLines, LP
Pro Forma Condensed Consolidated Statement of Income
Year ended December 31, 2006
(millions of dollars except per unit amounts)

    Pro Forma  Pro Forma  

  TC PipeLines, LP  Adjustments  TC PipeLines, LP  

    (unaudited)  (unaudited)  

        
Equity income from investment in Great Lakes

 

—
 

56.9 Note 4) 56.9
 

Equity income from investment in Northern Border Pipeline
 

56.6
 

—
 

56.6
 

Equity income from investment in Tuscarora
 

5.9
 

—
 

5.9
 

Transmission revenues
 

0.9
 

—
 

0.9
 

Operations, maintenance and administrative expenses
 

(2.7) —
 

(2.7)
Depreciation

 

(0.2) —
 

(0.2)
Financial charges, net and other

 

(15.8) (8.1)Note 3) (23.9)
Net income

 

44.7
 

48.8
 

93.5
 



Net income per common unit
 

$ 2.39
  

Note 5) $ 2.51
 

Units outstanding (millions)
 

17.5
 

17.4 Note 3) 34.9
  

Notes to Unaudited Pro Forma Combined Financial Information

The following significant estimates and assumptions have been used in preparation of the unaudited pro forma financial information:

Note 1)   Debt issue costs of $1.2 million were assumed to have been paid at December 31, 2006.

Note 2)   The acquisition of Great Lakes was completed at a purchase price of $943.9 million, including the indirect assumption of approximately $212
million of Great Lakes’ debt.

The difference between the purchase price and the fair value of net assets of $453 million, being goodwill, was recorded as part of the investment in
Great Lakes.  Great Lakes business is subject to rate regulation based on historical costs which do not change with market conditions or change of
ownership.  Accordingly, upon acquisition, the assets and liabilities of Great Lakes were determined to have a fair value equal to the regulated
historical costs.  No intangibles other than goodwill were identified.

The Partnership accounts for its interest in Great Lakes using the equity method of accounting.

Note 3)   The acquisition was partially financed through a private placement of 17,356,086 common units for gross proceeds of $600 million.  TC PipeLines
GP maintained its two per cent general partner interest in the Partnership by contributing $12.6 million to the Partnership.  To fund the remaining
balance a loan of $125 million was drawn at an assumed effective interest rate of 6.29 per cent per annum. Assumed equity issue costs of $5.3
million were recorded as a charge to partners’ equity.

Note 4)   The Partnership assumed equity income from its investment in Great Lakes would have been equal to 46.45 per cent of Great Lakes’ audited 2006
net income of $78.3 million before income taxes payable by partners of $44.1 million.

Note 5)   In calculating net income per common unit, the Partnership assumed the 2006 distribution per common unit would have been equal to the actual
distribution per unit paid in 2006.


