












Action No. 0301-03298

IN THE COURT OF QUEEN’S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

IN THE MATTER OF Sections 192 and 248 of the Canada Business Corporations
Act, R.S.C. 1985, c. C-44, as amended;

AND IN THE MATTER OF Rules 6(3) and 261(3) of the Alberta Rules of Court;

AND IN THE MATTER OF a proposed arrangement in respect of TransCanada





NOTICE TO UNITED STATES SHAREHOLDERS

Unless otherwise defined herein, capitalized terms when used in this Proxy Circular have the meaning given to them in



SUMMARY

The following is a summary of the contents of this Proxy Circular and is provided for convenience of reference only.
This summary should be read in conjunction with, and is qualified in its entirety by, the more detailed information
appearing in the body of this Proxy Circular including the schedules thereto. Unless otherwise defined herein,
capitalized terms when used in this Proxy Circular have the meaning given to them in the Glossary of Terms annexed
as Schedule ‘‘H’’ to this Proxy Circular.
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be transferred to Holdco. Immediately following the Arrangement, Holdco will own all of the TransCanada
Common Shares.

The Board of Directors of TransCanada has unanimously concluded that the Arrangement iT
at thbesentntehartda







All TransCanada Common Shares represented by a properly executed and deposited form of proxy will be
voted or withheld from voting on the matters identified in the Notice of Meeting in accordance with the
instructions of the Common Shareholder as specified on the form of proxy.

If you have appointed a person designated by TransCanada to act and vote on your behalf as provided in the
enclosed form of proxy and you do not provide any instructions concerning any matter identified in the
Notice of Meeting, the TransCanada Common Shares represented by such proxy will be voted in favour of:

(i)



2. Election of Directors

TransCanada’s restated articles of incorporation provide for the Board to consist of a minimum of 10 and a
maximum of 20 directors. The number of directors presently in office is 13. Mr. R.B. Coleman will retire



Securities Owned,
Controlled or

Proposed Nominee(1) Principal Occupation During the Past Five Years Director Since Directed(2)(3)

Professor, Rotman School of Management and Director, 1992 23,230(5)(7)

Institute for International Business, University of Toronto
(education). Director, MDS Inc., DuPont Canada Inc. and
The Toronto-Dominion Bank.





Securities Owned,
Controlled or

Proposed Nominee(1)



(7) Under the TransCanada DSU Plan, these directors may acquire the following TransCanada Common Shares: Mr. Baldwin —
3,740 shares, Ms. Dobson — 13,230 shares, Mrs. Gauthier — 3,740 shares, Mr. Hawkins — 13,603 shares, Mr. O’Brien — 3,740
shares, Mr. Schaefer — 6,297 shares and Mr. Thompson — 13,603 shares. Mr. Paul and Mr. Stephens, as U.S. residents, are instead















Pension Plan was closed to new members effective October 1, 2001. As of January 1, 2003, subject to
regulatory approval, TransCanada only offers one choice under the Registered Pension Plan, a Defined
Benefit Plan. Credited service and benefits of all previous defined contribution participants are recognized
in the Defined Benefit Plan as if such participant had always participated in the Defined Benefit Plan. The
Executive Supplemental Pension Plan, which is described below, is a defined benefit plan.

The Defined Benefit Plan of the Registered Pension Plan, under which the annual pension plan benefits are









the grant. Options granted under the TransCanada Stock Option Plan up to and including the 2002 grant
vest as to 25% on the date of grant and then 25% on each anniversary thereafter for a period of three years
and will be eligible to be exercised until their expiry date, which is generally ten years from the date on
which they wt aEe grant. Options granted under t8.8TransCanada Stock Optioining 3
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corporate objectives. In 2002, Mr. Kvisle provided strategic leadership in the implementation of
TransCanada’s key initiatives. He guided TransCanada’s participation in the development of plans to build
pipelines to northern frontier producing areas and he was instrumental in creating the conditions for the
evolution of the business model for the regulated pipeline business. In addition, Mr. Kvisle played a
significant part in realizing growth opportunities in TransCanada’s power business and has led TransCanada
towards continuous improvement and cost efficiencies.

The Board is of the view that Mr. Kvisle’s contribution to TransCanada’s achievements in 2002 were
substantial, resulting in his compensation being in excess of the median of the comparator group.

Submitted by the Human Resources Committee of the Board:

K.L. Hawkins (Chair) W.T. Stephens
W.K. Dobson J.D. Thompson
D.P. O’Brien
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whole. Additional information on TransCanada’s Board of Directors and its committees is set forth below.
The Board has also adopted Corporate Governance Guidelines, a copy of which may be obtained by





Health, Safety and Environment Committee

The Health, Safety and Environment Committee is comprised of six unrelated directors and is mandated to
monitor the health, safety and environmental practices and procedures of TransCanada and its subsidiaries
for compliance with applicable legislation, conformity with industry standards and prevention or mitigation
of losses. The Health, Safety and Environment Committee also considers whether the implementation of
TransCanada’s policies related to health, safety and environmental matters is effective. The committee
reviews reports and, when appropriate, makes recommendations to the Board on TransCanada’s policies
and procedures related to health, safety and the environment. This committee meets separately with
relevant officers of TransCanada and its business units who have responsibil

T*tor thsel matters and reports

Chair:e D.D. Baldwine
Membter:e





Common Shares for one Holdco Common Share. The TransCanada Debt Securities and TransCanada
Preferred Shares will remain obligations and securities of TransCanada and will not be transferred to



Description of Transactions

Upon the Arrangement becoming effective, the following transactions will occur in the following sequence
on the Effective Date:









to the Arrangement. Prior to the hearing in respect of the Final Order, the Court will be informed of this
effect of the Final Order.

Termination and Amendment

The Arrangement Agreement may, at any time before or after the holding of the Meeting and prior to filing
the Articles of Arrangement under the CBCA to give effect to the Arrangement, be terminated by the
Board without further notice to or action on the part of the Common Shareholders. Upon such termination,
the Arrangement will not proceed.

The Arrangement Agreement may be amended by the parties thereto at any time prior to the Arrangement
proceeding in a manner not prejudicial to the Common Shareholders without further notice to or action on
the part of the Common Shareholders.

Stock Exchange Listings

The TSX has conditionally approved the listing of, and application has been made to the NYSE to list, the
Holdco Common Shares to be issued in exchange for TransCanada Common Shares or issuable under the
Holdco Stock Options, the Holdco Shareholder Rights Plan and the Holdco Dividend wc89.5einvestement Pla.e







Common Shareholders Resident in Canada

This part of the summary is applicable to Common Shareholders who, for purposes of the ITA, at all
relevant times, are residents or deemed residents of Canada.

Except as described below, a Common Shareholder will not realize a capital gain or capital loss as a result
of the transfer of a TransCanada Common Share in exchange for one Holdco Common Share. The adjusted
cost base to the Common Shareholder, immediately before the Arrangement becoming effective, of the
holder’s TransCanada Common Shares that are so transferred will become the Common Shareholder’s cost
of the Holdco Common Shares that are received on the exchange.

A Common Shareholder may choose to file a tax return recognizing a capital gain or capital loss on the
transfer of such holder’s TransCanada Common Shares in exchange for Holdco Common Shares in such
holder’s taxation year in which the transfer occurs. In such event, the amount of the capital gain (or capital
loss) will equal the amount by which the Common Shareholder’s proceeds of disposition in respect of such
TransCanada Common Shares, net of any costs of disposition, exceed (or are less than) the adjusted cost





(viii)traders in securities that elect mark-to-market accounting treatment;

(ix) broker-dealers;



DISSENTING SHAREHOLDERS’ RIGHTS

Common Shareholders are entitled to dissent from the Arrangement Resolution in the manner provided in
Section 190 of the CBCA as modified by the Interim Order and the Plan of Arrangement. The Interim
Order provides that (a) the consideration for TransCanada Common Shares with respect to which such right
of dissent is exercised under Section 190 of the CBCA shall be paid by Holdco, and not TransCanada; and
(b) TransCanada Common Shares with respect to which such right of dissent is exercised under Section 190
of the CBCA shall be transferred directly from the holder thereof, free and clear of any encumbrances and
claims, to Holdco, and not to TransCanada.



below) to the Dissenting Shareholder; (ii) Holdco fails to make an Offer to Pay (as defined below) and the
Dissenting Shareholder withdraws its Payment Demand; or (iii) the Board revokes the Arrangement
Resolution, in which case TransCanada will reinstate the Dissenting Shareholder’s rights as a Common
Shareholder, subject to the terms of the Interim Order which provides that Common Shareholders who
exercise the rights of dissent as set out in the CBCA as modified by the Interim Order and who (a) are
ultimately entitled to be paid fair value for their TransCanada Common Shares shall be deemed to have
transferred their TransCanada Common Shares to Holdco, free and clear of any encumbrances and claims,
on the Effective Date, or (b) are ultimately not entitled, for any reason, to be paid fair value for their
TransCanada Common Shares shall be deemed to have exchanged their TransCanada Common Shares with
Holdco for Holdco Common Shares as provided in section 2.01(b) of the Arrangement Agreement, but in
no case shall such holders hold TransCanada Common Shares, or shall TransCanada be required to
recognize such holders as shareholders of TransCanada, from and after the Effective Date.

Holdco is required, not later than seven days after the later of the Effective Date and the date on which
Holdco received the Payment Demand of a Dissenting Shareholder, to send to each Dissenting Shareholder
who has sent a Payment Demand to Holdco a written offer to pay (‘‘Offer to Pay’’) for its Dissent Shares in
an amount considered by the Board to be the fair value thereof, accompanied by a statement showing the
manner in which the fair value was determined. Every Offer to Pay must be on the same terms.

Holdco must pay for the Dissent Shares of a Dissenting Shareholder within 10 days after an Offer to Pay
has been accepted by a Dissenting Shareholder, but any such Offer to Pay lapses if Holdco does not receive
an acceptance thereof within 30 days after the Offer to Pay has been made.

If Holdco fails to make an Offer to Pay for the Dissent Shares of a Dissenting Shareholder, or if a
Dissenting Shareholder fails to accept an offer that has been made, Holdco may, within 50 days after the
Dissenting Ss. .24 Tw
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INFORMATION CONCERNING HOLDCO

General

After completion of the Arrangement, Holdco will be the parent company of TransCanada.



Preferred Shares or Holdco Second Preferred Shares. The holders of any particular series of Holdco First
Preferred Shares or Holdco Second Preferred Shares will, if the directors so determine prior to the issuance
of any such series, be entitled to such voting rights as may be determined by the directors if Holdco fails to
pay dividends on that series of Holdco First Preferred Shares or Holdco Second Preferred Shares, as the
case may be, for any period as may be so determined by the directors.







Corporate Officers

On the Effective Date, the current corporate officers of TransCanada will be the corporate officers of
Holdco. Such persons, their expected positions with Holdco, and their principal occupations during the past
five years are as follows:

Name Present Oc0(positio Held)-5395.60(P)-20(rincipalOoccupatio Dduring theFfive(P)-2.20(rcedringYT)19.9(yearf)]TJ
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[R)640onald L. Cookf







INFORMATION CONCERNING TRANSCANADA



CERTIFICATE

The foregoing contains no untrue statement of material fact and does not omit to state a material fact that
is required to be stated or that is necessary to make a statement not misleading in light of the circumstances
in which it was made.
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and/or division or business unit vice presidents and such other divisional or business unit officers as the chief
executive officer considers appropriate. Any such division or business unit presidents and division or business
unit vice presidents are not, and shall not be, unless otherwise designated by the Board, officers of the Company.



SECTION SEVEN
SHARES

7.01 Share Certificates. Share certificates shall be signed by the chair, the vice chair, the president or a vice
president and by the corporate secretary or an assistant secretary and need not be under the corporate seal.
Share certificates representing shares in respect of which a transfer agent has been appointed shall be



8.06 Persons Entitled to be Present. The only persons entitled to attend a meeting of shareholders shall be





SECTION THIRTEEN
EFFECTIVE DATE AND REPEAL

13.01 Effective Date. This by-law shall come into force upon the date of the approval of the by-law by
the board.

13.02 Repeal. The by-laws of the Company heretofore enacted are repealed. The repeal of such by-laws shall
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SCHEDULE ‘‘B’’



Guideline 1 d Board of Directors should specifically assume responsibility for communications policy

Does TransCanada Align? Yes

Description of Approach The Board has put processes in place to monitor effective, timely and non-selective
communications between TransCanada, its stakeholders and the public. The Board, or the
appropriate committee thereof, reviews the content of TransCanada’s major communications to
shareholders and the investing public, including the quarterly and annual reports, and approves
the management proxy circular, the annual information form and any prospectuses that may be
issued. The information is then released through mailings to shareholders, news wire services, the
general media and TransCanada’s home page on the internet.

The Board believes that it is the function of management to speak for TransCanada in its



Guideline 3 Disclose for each director whether he or she is unrelated, and how that conclusion was
reached

Does TransCanada Align? Yes

Description of Approach Harold N. Kvisle, President and Chief Executive Officer of TransCanada is not an unrelated
director.

The Board has determined that the remainder of the proposed directors are non-management,
unrelated directors, who have no interest, business or other relationshipu-14 -1.77a or-1.77,resonably bhe ercetived o mlatrially  intefter withf thir abilityd o act  if thebreso interesss f,



Guideline 5 Implement a committee process for assessing the effectiveness of the Board of Directors,
its committees and the contribution of individual directors

Does TransCanada Align? Yes

Description of Approach The Governance Committee is responsible for making an annual assessment of the overall
performance of the Board and its individual members and reporting its findings to the Board. A
questionnaire is utilized as part of this process.

The assessment examines the effectiveness of the Board as a whole and specifically reviews areas
that the Board and/or management believes could be improved to ensure the continued
effectiveness of the Board in the execution of its responsibilities.

The Governance Committee also makes recommendations relative to the composition of the
various committees of the Board. On an annual basis, the Board also evaluates its individual



Guideline 10 Appoint a committee responsible for developing an approach to corporate governance
issues

Does TransCanada Align? Yes

Description of Approach The mandate of the Governance Committee includes responsibility to undertake initiatives that
are needed to help deliver pre-eminent corporate governance.

Guideline 11 a Define limits to management’s responsibilities by developing position descriptions for:





SCHEDULE ‘‘C’’



(This page has been left blank intentionally.)



SCHEDULE ‘‘D’’





ARTICLE 2
REPRESENTATIONS AND WARRANTIES

2.01 Representations and Warranties of TransCanada

TransCanada represents and warrants to and in favour of Holdco as follows:

(a) TransCanada is a corporation duly continued and validly existing under the CBCA and is governed by
the CBCA and has the corporate power and authority to own, operate and lease its property and assets
and to carry on its business as now being conducted by it, and it is duly registered, licensed or qualified
to carry on business in each jurisdiction in which a material amount of its business is conducted or
where the character of its properties and assets makes such registration, licensing or qualification
necessary;

(b) TransCanada has the corporate power and authority to enter into this Agreement and, subject to
obtaining the requisite approvals contemplated hereby, to perform its obligations hereunder;

(c) the authorized capital of TransCanada consists of an unlimited number of TransCanada Common
Shares of which 480,288,921 are issued and outstanding, an unlimited number of Cumulative
Redeemable First Preferred Shares of which 4,000,000 Cumulative Redeemable First Preferred Shares,



in equity, before or by any governmental department, commission, board, bureau, court, agency,
arbitrator or instrumentality, domestic or foreign, of any kind nor, to the best of the knowledge of
TransCanada after due inquiry, are there any existing facts or conditions which may reasonably be
expected, individually or in the aggregate, to be a proper basis for any actions, suits, proceedings or
investigations, which in any case would prevent the consummation of the transactions contemplated by



or agreement necessary or incidental to the fulfilment of its obligations under this Agreement, or as
contemplated by the Proxy Circular, nor does it have any subsidiaries or liabilities, contingent or
otherwise, except as provided in or permitted by this Agreement or contemplated by the
Proxy Circular.



3.03 Final Order

Each party covenants and agrees that it will, on April 25, 2003, or as soon as reasonably practicable after the
Meeting, take the necessary steps to submit the Arrangement to the Court and apply for the Final Order in such
fashion as the Court may direct. On May 15, 2003, or on such other date as may be determined by TransCanada
rt ofor the Final Ord,rt ano sjirent tcomplianceit thor thh otheconditshisly ovidiney foinch



4.02 Other Mutual Conditions Precedent

The respective obligations of each party hereto to complete the transactions contemplated by this Agreement
shall be further subject to the following conditions, which may be waived by such party without prejudice to its
right to rely on any other condition in favour of such party, on or before the Effective Date:

(a) no action shall have been instituted and be continuing on the Effective Date for, any injunction to
restrain, a declaratory judgement in respect of, or damages on account of, or relating to, the
Arrangement and no cease trading or similar order with respect to any securities of TransCanada or
Holdco shall have been issued and remain outstanding;

(b) all material regulatory requirements shall have been complied with and all other material consents,
agreements, orders and approvals, including regulatory and judicial approvals and orders, necessary for
the completion of the transactions provided for in this Agreement or contemplated by the Proxy



5.03 Effect of Termination

Upon the termination of this Agreement pursuant to Section 5.02 hereof, neither party shall have any liability or
further obligation to the other party hereto.

ARTICLE 6
GENERAL

6.01 Notices



IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the year and day first
above written.



APPENDIX 1

TO THE ARRANGEMENT AGREEMENT

PLAN OF ARRANGEMENT UNDER SECTION 192

OF THE CANADA BUSINESS CORPORATIONS ACT

ARTICLE 1
INTERPRETATION

1.01 In this Arrangement unless there is something in the subject matter or context inconsistent therewith:

(a) ‘‘Arrangement’’ means the arrangement under the provisions of Section 192 of the CBCA, on the
terms and conditions set forth in this Plan of Arrangement;

(b) ‘‘CBCA’’ means the Canada Business Corporations Act, R.S.C. 1985, c.C-44, as amended;

(c) ‘‘CBCA Director’’ means the Director appointed under Section 260 of the CBCA;

(d) ‘‘



(b) Each TransCanada Common Share (other than shares held by dissenting shareholders) shall be and
shall be deemed to be exchanged, free and clear of any encumbrances and claims, with Holdco for the
sole consideration of the iss 0 0 2th Holdco for the



ARTICLE 3
DISSENTING SHAREHOLDERS

3.01 Dissenting Shareholders



SCHEDULE ‘‘E’’
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SCHEDULE ‘‘F’’

SECTION 190 OF THE CBCA



(8) Share certificate — A dissenting shareholder shall, within thirty days after sending a notice under
subsection (7), send the certificates representing the shares in respect of which the shareholder dissents to the
corporation or its transfer agent.

(9) Forfeiture — A dissenting shareholder who fails to comply with subsection (8) has no right to make a claim
under this section.

(10) Endorsing certificate



(18) No security for costs — A dissenting shareholder is not required to give security for costs in an application
made under subsection (15) or (16).

(19) Parties — On an application to a court under subsection (15) or (16),

(a) all dissenting shareholders whose shares have not been purchased by the corporation shall be joined as
parties and are bound by the decision of the court; and
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SCHEDULE ‘‘G’’

SUMMARY OF SHAREHOLDER RIGHTS PLAN

Issue of Holdco Rights







(This page has been left blank intentionally.)





Holdco Stock Option — an employee stock option entitling the holder to acquire one or more Holdco Common
Shares under the Holdco Stock Option Plan.

Holdco Stock Option Plan — Key Employee Stock Incentive Plan (2003) to be implemented by Holdco on the
Effective Date.

Interim Order — interim order of the Court dated March 4, 2003, which is annexed as Schedule ‘‘E’’ to the Proxy
Circular, providing for, among other things, the calling and holding of the Meeting.

Meeting






