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Significant Subsidiaries

TCPL’s significant subsidiaries2
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• April 2006. TC PipeLines, LP, an affiliate of TCPL, acquired an additional 20 per cent general partnership interest
in Northern Border Pipeline Company (‘‘NBPL’’) for approximately US$307 million which brings the total general
partnership interest in NBPL to 50 per cent. TC PipeLines, LP also indirectly assumed approximately
US$122 million of the debt of NBPL. TCPL expects to become the operator of NBPL in April 2007. TCPL is the
parent company of TC PipeLines GP, Inc., the general partner of TC PipeLines, LP;

• April 2006. TCPL sold its 17.5 per cent general partner interest in Northern Border Partners, L.P. for
approximately US$29.5 million;

• December 2006. The 130 km Tamazunchale pipeline in east central Mexico went into commercial service;

• December 2006. TC PipeLines, LP acquired 49 per cent of Sierra Pacific Resources’ 50 per cent interest in
Tuscarora Gas Transmission Company (‘‘Tuscarora’’), with an option to acquire the remaining one per cent
interest for US$100 million, plus US$37 million of assumed debt, subject to certain post closing adjustments.
TC PipeLines, LP now holds a 99 per cent interest in Tuscarora and TCPL indirectly holds a one per cent
ownership interest. A subsidiary of TCPL became the operator of Tuscarora;
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• September 2005. TCPL sold all of its interests in TransCanada Power, L.P. (‘‘Power LP’’) to EPCOR Utilities Inc. for
net proceeds of $523 million;
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provide fuel to the Grandview Plant and has contracted for 100 per cent of the Grandview Plant’s heat and
electricity output.

Recent Developments

On February 22, 2007, TransCanada closed its acquisitions of ANR and an additional 3.55 per cent interest in
Great Lakes from El Paso Corporation for approximately US$3.4 billion, and includes approximately US$488 million of
assumed long-term debt. The acquisition of ANR was partially financed through a public offering of subscription
receipts by TransCanada, resulting in proceeds of approximately $1.5 billion. For further information see ‘‘General
Development of the Business – Developments in the Pipelines Business’’ in this AIF.

In February 2007, TC PipeLines, LP completed a private placement offering of 17,356,086 units at a price of US$34.57
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• the Gas Transmission Northwest System, a natural gas transmission system running from northwestern Idaho, through
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TCPL is entitled to purchase for cancellation, some or all of the first preferred shares, Series U outstanding at the lowest
price which such shares are obtainable, in the opinion of the Board, but not exceeding $50.00 per share plus costs of
purchase. Furthermore, TCPL may redeem, on or after October 15, 2013, some or all of the first preferred shares,
Series U upon payment for each share at $50.00 per share.
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Name and
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Corporate Officers
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External Auditor Service Fees
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Directors and officers of TCPL and its subsidiaries are required to disclose the existence of existing or potential conflicts
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(1) The information as to shares beneficially owned or over which control or direction is exercised, not being within the knowledge of
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Board and Committee Remuneration

TCPL’s director compensation practices are designed to reflect the size and complexity of TCPL and to reinforce the
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Initially the value of a DSU is equal to the market value of a common share at the time the directors are credited with
the units. Thus each grant of 3,000 DSUs in September 2006 had an initial cash value of approximately $106,290. The
value of a DSU, when redeemed, is equivalent to the market value of a common share at the time the redemption
takes place. In addition, at the time dividends are declared and paid on the common shares, each DSU accrues an
amount equal to such dividends, which amount is then reinvested in additional DSUs at a price equal to the then
market value of a common share. DSUs cannot be redeemed until the director ceases to be a member of the Board.
Canadian directors may redeem for cash or common shares at their option. U.S. directors may only redeem for cash.

EXECUTIVE COMPENSATION AND OTHER INFORMATION
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before considering and/or rendering decisions. The Committee has full discretion to adopt management
recommendations or to alter them and to consult its own external advisors.

INDEPENDENT ADVICE
The Committee engages its own consultants, and from time-to-time legal advisors, independent of those used by
management, to gather information and deliver opinions and advice on various subjects including executive
compensation, securities law and compensation disclosure practices.
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During 2006, organizational restructuring resulted in significant changes in TCPL’s Executive Leadership Team. These
changes were effective June 1, 2006 and included, among others, the following changes:
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Performance Examples of
Category Performance Measures Highlights of Results Achieved in 2006

Operational • Costs • Managed capital projects to budget despite labour market
excellence
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Changes Made to the Executive Compensation Program
The following section provides information regarding recent design or practice changes that have been made to plans in
TCPL’s Executive Compensation program. These changes impact compensation values disclosed as compensation for the
Named Executive Officers in the noted tables contained under the heading ‘‘Executive Compensation’’ below.

ESU PLAN
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average TSR of other specified Canadian companies with which TransCanada competes for capital (the ‘‘PUP Peer
Group’’). The Committee has full discretion to award the full or a lesser accrual value if TransCanada’s absolute TSR is
below that of the PUP Peer Group average.

PUP Units vest three years after the grant date and are considered to be automatically redeemed on the tenth
anniversary of the grant date. Once vested thrPUP Unit may be exercised for the dollar value accrued on the unit at any
time and prior to the tenth anniversary of the grant. However, the vestedrPUP Unit may only be exercised if the stock
option granted in tandem with the PUP Unit is concurrently exercised, or has been previously exercised. If the
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Investor Confidence
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(9)LTIP Payouts represent the value of the payments made or to be made for the proportion of ESU units granted in.4004 that vested and

became eligible for payout in.4006. There were no payouts made under the PUP to the Named Executive Officers in.4006.
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Pension and Retirement Benefits for Executives

Pension and Retirement Benefits
TCPL’s Canadian pension plans are designed to attract and retain employees for the long term and to provide
employees with a lifetime annual retirement income.

Base Pension Plan
All TCPL Canadian employees participate in the TCPL Registered Pension Plan, which is now solely a non-contributory
defined benefit pension plan.

The normal retirement age under the Registered Pension Plan is age 60 or any age between 55 and 60 where the sum
of an employee’s age and continuous service equals 85. Employees are eligible to retire prior to their normal retirement
date, but the benefit payable is subject to early retirement reduction factors. The defined benefit plan is integrated with
Canada Pension Plan benefits. The benefit calculation is:

1.25% of an employee’s Highest Average Earnings(1) up to the Final Average(2) YMPE(3)

plus

1.75% of an employee’s Highest Average Earnings above the Final Average YMPE

multiplied by

the employee’s years of credited service in the Registered Pension Plan (‘‘Credited Pensionable Service’’)
(1)
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SCHEDULE ‘‘A’’

METRIC CONVERSION TABLE

The conversion factors set out below are approximate factors. To convert from Metric to Imperial multiply by the factor
indicated. To convert from Imperial to Metric divide by the factor indicated.

Metric Imperial Factor

Kilometres Miles 0.62

Millimetres Inches 0.04

Gigajoules Million British thermal units 0.95

Cubic metres* Cubic feet 35.3

Kilopascals Pounds per square inch 0.15

Degrees Celsius Degrees Fahrenheit to convert to Fahrenheit multiply by 1.8,
then add 32 degrees; to convert to Celsius
subtract 32 degrees, then divide by 1.8

* The conversion is based on natural gas at a base pressure of 101.325 kilopascals and at a base temperature of 15 degrees Celsius.
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charters, copies of past public filings and documents from recent Board meetings. New directors are given additional
historical and financial information, a session on corporate strategy, are provided opportunities to visit TCPL’s facilities
and project sites, and are provided with opportunities for meetings and discussions with the executive leadership team
and other directors. Briefing sessions are also held for new committee members, as appropriate. The directors’ manual
and the director induction and continuing education process are reviewed annually by the Governance Committee. The
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The Board has determined that no person shall stand for election or re-election to the Board if he or she attains the age
of 70 years on or before the date of the annual meeting held in relation to the election of directors; provided however,
that if a director attains the age of 70 before serving a full seven consecutive years on the Board, that director may
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SCHEDULE ‘‘C’’
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B. Management and Human Resources

The Board has the responsibility for:

i) the appointment and succession of the Chief Executive Officer (CEO) and monitoring CEO performance,
approving CEO compensation and providing advice and counsel to the CEO in the execution of the
CEO’s duties;

ii) approving a position description for the CEO;

iii) reviewing CEO performance at least annually, against agreed-upon written objectives;

iv) approving decisions relating to senior management, including the:

a) appointment and discharge of officers of the Company and members of the senior leadership team;

b) compensation and benefits for members of the senior leadership team;

c) acceptance of outside directorships on public companies by executive officers (other than
not-for-profit organizations);
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(b) review, discuss with management and the external auditors and recommend to the Board for approval the
release to the public of the Company’s interim reports, including the financial statements, management
discussion and analysis and press releases on quarterly financial results;

(c) review and discuss with management and external auditors the use of ‘‘pro forma’’ or ‘‘adjusted’’
non-GAAP information and the applicable reconciliation;

(d) review and discuss with management and external auditors financial information and earnings guidance
provided to analystE1discussimay be done anierallyent
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(b) review the significant findings prepared by the internal auditing department and recommendations issued
by the Company or by any external party relating to internal audit issues, together with management’s
response thereto;

(c) review compliance with the Company’s policies and avoidance of conflicts of interest;

(d) review the adequacy of the resources of the internal auditor to ensure the objectivity and independence
of the internal audit function, including reports from the internal audit department on its audit process
with associates and affiliates;
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(i) ensure the rotation of the lead (or coordinating) audit partner having primary responsibility for the audit
and the audit partner responsible for reviewing the audit as required by law;

VI. Oversight in Respect of Audit and Non-Audit Services
(a) pre-approve all audit services (which may entail providing comfort letters in connection with securities

underwritings) and all permitted non-audit services, other than non-audit services where:
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(b) review and consider financial and investment reports and the funded status relating to the Company’s
pension plans and recommend to the Board on pension contributions;
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4. Appointment of Audit Committee Members

The members of the Audit Committee shall be appointed by the Board from time to time, on the recommendation
of the Governance Committee and shall hold office until the next annual meeting of shareholders or until their
successors are earlier appointed or until they cease to be Directors of the Company.

5. Vacancies

Where a vacancy occurs at any time in the membership of the Audit Committee, it may be filled by the Board on
the recommendation of the Governance Committee.

6. Audit Committee Chair

The Board shall appoint a Chair of the Audit Committee who shall:

(a) review and approve the agenda for each meeting of the Audit Committee and as appropriate, consult with
members of management;

(b) preside over meetings of the Audit Committee;

(c) report to the Board on the activities of the Audit Committee relative to its recommendations, resolutions,
actions and concerns; and

(d) meet as necessary with the internal and external auditors.

7. Absence of Audit Committee Chair

If the Chair of the Audit Committee is not present at any meeting of the Audit Committee, one of the other
members of the Audit Committee present at the meeting shall be chosen by the Audit Committee to preside at
the meeting.
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