


Action No. 9801-06653

IN THE COURT OF QUEEN’S BENCH OF ALBERTA

JUDICIAL CENTRE OF CALGARY

IN THE MATTER OF SECTION 186 OF THE BUSINESS CORPORATIONS ACT,
S.A. 1981, c.B-15, AS AMENDED

IN THE MATTER OF SECTION 192 OF THE CANADA BUSINESS CORPORATIONS ACT,
R.S.C. 1985, c.C-44, AS AMENDED

AND IN THE MATTER OF AN ARRANGEMENT PROPOSED BY
NOVA CORPORATION, TRANSCANADA PIPELINES LIMITED AND 3399508 CANADA LTD.

INVOLVING NOVA CORPORATION AND ITS HOLDERS OF COMMON SHARES AND
PREFERRED SHARES AND TRANSCANADA PIPELINES LIMITED

AND ITS HOLDERS OF COMMON SHARES AND 3399508 CANADA LTD.

NOTICE TO NOVA SHAREHOLDERS OF PETITION

NOTICE IS HEREBY GIVEN that a petition (the ‘‘Petition’’) has been filed with the Court of Queen’s Bench
of Alberta, Judicial Centre of Calgary (the ‘‘Court’’), by NOVA Corporation (‘‘NOVA’’) under section 186 of the
Business Corporations Act, S.A. 1981, c.B-15, as amended (the ‘‘ABCA’’), by TransCanada PipeLines Limited
(‘‘TransCanada’’) and by 3399508 Canada Ltd. (‘‘ArrangeCo.’’) under section 192 of the Canada Business
Corporations Act, R.S.C. 1985, c.C-44, as amended (the ‘‘CBCA’’) with respect to a proposed Arrangement (the
‘‘Arrangement’’) involving NOVA, its holders of Common Shares and its holders of Preferred Shares
(collectively, the ‘‘NOVA Shareholders’’), TransCanada and its holders of Common Shares (the ‘‘TransCanada
Shareholders’’) and ArrangeCo., which Arrangement is described in greater detail in the Joint Management
Information Circular of NOVA and TransCanada dated May 19, 1998 accompanying this Notice of Petition.

AND NOTICE IS FURTHER GIVEN that the said Petition will be heard before the presiding Chambers
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AND NOTICE IS FURTHER GIVEN that, at the hearing and subject to the foregoing, NOVA Shareholders,
and any other interested person will be entitled to make representations as to, and the Court will be requested to
consider, the fairness of the terms and conditions of the Arrangement to such shareholders. If you do not attend,
either in person or by counsel, at that time, the Court may approve or refuse to approve the Arrangement as
presented, or may approve it subject to such terms and conditions as the Court shall deem fit, without any
further notice.

AND NOTICE IS FURTHER GIVEN
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NOVA applies this strategy in its two commodity chemicals businesses, olefins/polyolefins and styrenics.
NOVA also has an equity investment in Methanex Corporation (‘‘Methanex’’). Methanex produces methanol,
another commodity chemical, using a similar focused strategy.

Business Activities

NOVA Chemicals will continue to operate NOVA’s two existing commodity chemicals businesses: olefins/
polyolefins and styrenics. The olefins/polyolefins business produces ethylene, polyethylene and a variety of
chemical and energy products. The styrenics business produces styrene and styrenic polymers, which include
solid polystyrene, expandable polystyrene, engineering resins and certain specialty polymers. NOVA Chemicals
will continue to own major olefins/polyolefins production facilities at Joffre, Alberta and in the Sarnia area of
Ontario as well as styrenics production facilities at: Sarnia, Ontario; Montreal, Quebec; Beaver Valley,

















GLOSSARY OF TERMS

‘‘ABCA’’ means the Business Corporations Act, S.A. 1981, c.B-15, as amended.

‘‘AEUB’’ means the Alberta Energy and Utilities Board.

‘‘agreed amount’’ has the meaning assigned by subsection 85(1) of the ITA. Any agreed amounts that are
expressly referred to in this Joint Circular are expressed in Canadian dollars.

‘‘arm’s length’’ has the meaning assigned by section 251 of the ITA.

‘‘Amending Agreement’’ means the agreement between NOVA and TransCanada dated May 19, 1998, which
amended the Arrangement Agreement.

‘‘ArrangeCo.’’ means 3399508 Canada Ltd., a wholly-owned subsidiary of TransCanada.

‘‘Arrangement’’ means the arrangement in respect of TransCanada and ArrangeCo. under the provisions of
section 192 of the CBCA and the arrangement in respect of NOVA under the provisions of section 186 of the
ABCA, on the terms and conditions set forth in the Plan of Arrangement.

‘‘Arrangement Agreement’’ means the arrangement agreement dated as of January 24, 1998, as amended by the
Amending Agreement between TransCanada and NOVA, copies of which are reproduced as Appendix B to this
Joint Circular.

‘‘Articles of Arrangement’’ means the articles of arrangement in respect of the Arrangement regarding
TransCanada and ArrangeCo. required by the CBCA to be sent to the Director, and in respect of NOVA
required by the ABCA to be sent to the Registrar, in each case, after the Final Order is made.

‘‘ASE’’ means The Alberta Stock Exchange.

‘‘CBCA’’ means the Canada Business Corporations Acth1 Tf
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TransCanada and, the special meeting to be held in conjunction therewith as required by the Interim Order, to
consider and if deemed advisable, to approve the Arrangement.

‘‘TransCanada Optionholders’’ means the holders of TransCanada Stock Options as of the Effective Date.

‘‘TransCanada Preferred Shareholders’’ means the holders of the TransCanada Preferred Shares.

‘‘TransCanada Preferred Shares’’ means the $2.80 Cumulative Redeemable First Preferred Shares, the
Cumulative Redeemable First Preferred Shares, Series O and Series P and the Cumulative Redeemable
Retractable First Preferred Shares, Series Q and Series R‘‘Tprrred Shares.

‘‘T Preferred  RightO alanhareholders’’





On Saturday, January 24, 1998, NOVA and TransCanada entered into the Arrangement Agreement. The
Arrangement was announced in a joint press release issued prior to the openinb’to thfinancial markets on





Schematic Representations of the Arrangement Process

The following schematic representations have been simplified to illustrate the Arrangement process and are



(3) Each NOVA Preferred Share is exchanged for 0.5 of a TransCanada Preferred Share, Series S, hereafter referred to as EnergyCo.
Preferred Shares.

(4) NGTL and NGI will be indirect subsidiaries of NOVA.

III. Split off of NOVA Chemicals from EnergyCo. Pursuant to the Arrangement — Post Arrangement Structure

NOVA























NOVA Shareholders who do not forward the relevant duly completed letter of transmittal and the relevant
share certificate(s) prior to June 26, 1998, must, if the Arrangement proceeds, submit such letter of transmittal
and certificate(s) prior to the sixth anniversary of the Effective Date to avoid losing their entitlement to the
EnergyCo. Common Shares or EnergyCo. Preferred Shares to be issued under the Arrangement.

If the Arrangement does not proceed, all certificates representing NOVA Common Shares or NOVA
Preferred Shares transmitted with a related letter of transmittal will be returned to NOVA Shareholders.







with the authority granted to the board under such plan to reduce the vesting period for such options fromexpected that future options will also be granted with a three year vesting schedule. The board of directors ofOptions received as a result of the exchange of options due to the Arrangement until their expiry provided thatwill be unamended.As a result of the Arrangement and the adjustments pursuant to the anti-dilution provisions of thedescribed above. The exact number of the shares reserved will depend on the trading prices of the variousshares underlying the adjustment formulae in the 0 1trading day period immediately before and after theEffective Date.and adjusting existing options and has approved the replacement and adjustment described above. If the board



Subject to applicable pension regulatory approval, the EnergyCo. registered pension plan will be amended
as of the Effective Date to include the New EnergyCo. Employees as participants. As members of the EnergyCo.
registered pension plan, the New EnergyCo. Employees will receive pension benefit entitlements similar, but no













EnergyCo.’s Share of
Name and Description of Facility % Interest Capacity or Production

Power Generation























The following table summarizes NOVA Chemicals Ltd.’s facilities:

1997 Rated
Site Principal Products Capacity(1) Principal End-Use Products

(MMlbs/year)
Joffre, Alberta Ethylene (EI) 1,600 Polyethylene resin, ethylene glycol, ethylene

Ethylene (EII) 1,800 dichloride, styrene, vinyl acetate
Co-products —(2)

Corunna, Ontario Ethylene 1,600 Polyethylene, styrene





Major Position Director of
Directors of NOVA with NOVA or NOVA or Common Shares
Chemicals; Name and TransCanada and TransCanada Held as of
Municipality of Residence Significant Affiliates Principal Occupation Since April 30, 1998(3)

James M. Edward (Ted) Vice Chairman Vice Chairman and Chief Executive Officer August 1991 1,815,304 NOVA
Newall O.C.,(2)









Issue of Rights. Upon the NOVA Shareholder Rights Plan becoming effective, a right was issued and
attached to each NOVA Common Share. The rights continue to be attached to the NOVA Chemicals Common
Shares as NOVA Chemicals rights. A NOVA Chemicals right will attach to each NOVA Chemicals Common
Share subsequently issued.

Rights Exercise Privilege. The NOVA Chemicals rights will separate from NOVA Chemicals Common

announces a take-over bid for, NOVA Chemicals outstanding common shares, other than by an acquisition
pursuant to a Permitted Bid or a Competing Permitted Bid. The acquisition by an Acquiring PerO

When a Flip-in Event occurs, each NOVA Chemicals right (except for NOVA Chemicals rights beneficially





operations; and possible dilution and additional risks associated with debt or equity financings to fund
growth initiatives.

4. Other risks facing EnergyCo. include: operating interrTc 9(ahereratfrom leaks, explosrTc ,uitres,

operations; and possible dilution and additional risks associated with debt or equity financings to fundgrowth initiatives.

groso supplyrdevelop



Since December 31, 1997, there have been no material changes to the share and loan capital of NOVA and
TransCanada.

Share Capital of EnergyCo.

The authorized share capital of EnergyCo. will be that of TransCanada except that two new series of first
preferred shares, the EnergyCo. Preferred Shares and the EnergyCo. Cumulative Redeemable First Preferred
Shares, Series T, will be created in connection with the Arrangement. The authorized capital consists of an



Principal Characteristics of Series S First Preferred Shares:

Issue: Cumulative Redeemable First Preferred Shares, Series S.

Price and Yield: $50.00 per share to yield initially 5.15% per annum.

Dividends: Until April 30, 2002, fixed cumulative preferred cash dividends at an annual rate
of $2.575 per Series S First Preferred Share will accrue from the date of issue
until July 31, 1998 and quarterly thereafter. If declared, dividends will be payable
in arrears on the fifteenth day of February, May, August and November in each
year. The first dividend, if declared, will be payable on August 15, 1998 and will
be equal to $0.64375 per Series S Preferred Share, regardless of the date of issue.

From May 1, 2002, floating adjustable cumulative preferred cash dividends will
be payable, if declared, on the fifteenth day of each calendar month commencing
on June 15, 2002, with the annual floating dividend rate for the first month equal
to 85% of the average of the prime rates of two major Canadian Banks,
designated from time to time by EnergyCo. (‘‘Prime’’).

The dividend rate hare,9mberrecumued, o chang raber(‘‘P1998 and willing adedwill









of any reasonable costs associated with the disposition, exceed (or are less than) the shareholder’s adjusted
cost base of the NOVA Common Shares.

Where the transfer of a shareholder’s NOVA Common Shares to ArrangeCo. results in a capital loss to
the shareholder and the shareholder is a corporation, trust or partnership, the Proposed Amendments
would, in certain circumstances, defer the shareholder’s recognition of the capital loss. The deferral would











Receipt of EnergyCo. Common Shares and NOVA Chemicals Common Shares

Pursuant to the Arrangement, the TransCanada Common Shares received by the U.S. NOVA
Shareholders in exchange for their NOVA Common Shares (as described above) will be further exchanged
for EnergyCo. Common Shares and NOVA Chemicals Common Shares, with the following consequences:

(i) The receipt of EnergyCo. Common Shares in exchange for TransCanada Common Shares will be
ignored for United States federal income tax purposes, and the EnergyCo. Common Shares
received by such shareholders will be treated as a continuation of their interests in TransCanada.
Accordingly, such U.S. NOVA Shareholders will not recognize any gain or loss as a result of the
exchange of TransCanada Common Shares for EnergyCo. Common Shares (except to the extent
cash is received in lieu of fractional EnergyCo. Common Shares), and they will have an adjusted
tax basis and holding period for the EnergyCo. Common Shares received which are the same as
their adjusted tax basis and holding period for the TransCanada Common Shares surrendered, in
each case as described above. A U.S. NOVA Shareholder that receives cash from EnergyCo. in
lieu of a fractional EnergyCo. Common Share will be treated as having received such cash in
redemption of such fractional share, and generally should recognize short-term capital gain or loss













Payment, an Offer to Pay for the shares of the Dissenting Shareholder in respect of which he or she has
dissented in an amount considered by the directors of TransCanada to be the fair value thereof, accompanied by
a statement showing how the fair value was determined. Every Offer to Pay made to Dissenting Shareholders for
shares of the same class shall be on the same terms. The amount specified in an Offer to Pay which has been
accepted by a Dissenting Shareholder shall be paid by TransCanada within ten (10) days of the acceptance, but
an Offer to Pay lapses if the Corporation has not received an acceptance thereof within thirty (30) days after the
Offer to Pay has been made.









consideration for this covenant, certain payments are due to these executives in the event that both a change of
control of NOVA (as defined in the agreements) occurs and the executive is involuntarily terminated; the
executive resigns due to a reduction in his or her position, compensation, plan participation or benefits; he or





NOVA CERTIFICATE

The contents of this Joint Circular and the sending thereof to the shareholders of NOVA has been approved
by the board of directors of NOVA.as bee0(A)ooAo4oes it relatesndindir40tors of ,ndir40tors of (NO)2hemicals Ltd.,
0.1 chemicals businessoint Circenergyculrvices businessed ofbeen approved







APPENDIX A — SPECIAL RESOLUTIONS

NOVA CORPORATION

SPECIAL RESOLUTION

BE IT RESOLVED AS A SPECIAL RESOLUTION THAT:

(1) the arrangement (the ‘‘Arrangement’’) pursuant to section 186 of the Business Corporations Act
(Alberta) (the ‘‘Act’’), involving NOVA Corporation (‘‘NOVA’’), its holders of common shares, holders





APPENDIX B — ARRANGEMENT AGREEMENT AND PLAN OF ARRANGEMENT
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be construed as a covenant by such Party to cause (to the fullest extent to which it is legally capable) such
Subsidiary to perform the required action.

1.07 Currency

Unless otherwise stated, all references in this Agreement to sums of money are expressed in lawful money
of Canada.

1.08 Schedules

Schedules A, B, C and D annexed to this Agreement, being the Plan of Arrangement and the
representations and warranties of TransCanada and NOVA, and the Governance Arrangements, respectively,
are incorporated by reference into this Agreement and form part hereof.

1.09 Accounting Matters

Unless otherwise stated, all accounting terms used in this Agreement shall have the meanings attributable
thereto under Canadian generally accepted accounting principles and all determinations of an accounting nature
required to be made shall be made in a manner consistent with Canadian generally accepted accounting
principles.

1.10 Material

The terms ‘‘material’’ and ‘‘materially’’ shall, when used in this Agreement, be construed, measured or
assessed on the basis of whether the matter would materially affect a Party and its Subsidiaries taken as a whole
or would significantly impede the ability to complete the Arrangement in accordance with the Agreement.

1.11 Disclosure

Where in this Agreement reference is made to disclosure in writing, such disclosure shall be made in writing



2.02 Effective Date

The Arrangement shall become effective on the Effective Date and the steps to be carried out pursuant to
the Arrangement shall become effective on the Effective Date in the order set out in the Plan of Arrangement.

2.03 NOVA Approval

(a) NOVA represents as of the date hereof, that its Board of Directors has determined unanimously that:

(i) the Arrangement is fair to its shareholders and is in the best interests of NOVA;

(ii) its Board of Directors will recommend that its shareholders vote in favor of the Arrangement; and

(iii) this Agreement is in the best interests of NOVA;

(b) NOVA represents as of the date hereof, that its Board of Directors has received a written opinion from
RBC Dominion Securities Inc., the financial advisor to NOVA, that the Arrangement is fair from a
financial point of view to the NOVA Common Shareholders and the NOVA Preferred Shareholders;
and

(c) NOVA represents as of the date hereof, that its directors have advised it that they intend to vote
NOVA Common Shares held by them in favor of the Arrangement and will, accordingly, so represent
in the Joint Proxy Circular.

2.04 TransCanada Approval

(a) TransCanada represents as of the date hereof, that its Board of Directors has determined unanimously
that:

(i) the Arrangement is fair to its shareholders and is in the best interests of TransCanada;

(ii) its Board of Directors will recommend that its shareholders vote in favour of the Arrangement;
and

(iii) this Agreement is in the best interests of TransCanada;

(b) TransCanada represents as of the date hereof, that its Board of Directors has received a written
opinion from each of Nesbitt Burns Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated,
financial advisors to TransCanada, that the Arrangement is fair from a financial point of view to its
shareholders; and

(c) TransCanada represents as of the date hereof, that its directors have advised it that they intend to vote
TransCanada Common Shares held by them in favour of the Arrangement and will, accordingly, so
represent in the Joint Proxy Circular.

2.05 Shareholder Rights Plans

NOVA covenants and represents that its Board of Directors has resolved to take all action necessary in
order to ensure that the Separation Time (as defined in the NOVA Shareholder Rights PlanDr oresnont cecuy in
this Agreementsor the Arrangemen,s and ol recommend to the NOVA Common Shareholdern











with respect to the operation of its business, provided that such disclosure is not otherwise prohibited
by reason of a confidentiality obligation owed to a third party for which a waiver could not be obtained
or is in respect to customer specific or competitively sensitive information relating to areas or projects
where TransCanada or NOVA are competitors;

(k) it shall make or cooperate as necessary in the making of all other necessary filings and applications
under all applicable Laws required in connection with the transactions contemplated herein and take
all reasonable action necessary to be in compliance with such Laws;



of TransCanada and NOVA, as the case may be, in which the liabilities arise, unless such liability
primarily relates to the business carried on by the other of them; and (ii) assets and liabilities allocated
in the Allocation Letter shall be allocated as set forth therein;

(e) Taxes payable by NOVA in connection with the implementation of the Arrangement and other
transactions contemplated thereby, including the capital reorganization of NGTL and NGI and related
steps completed prior to the execution of this Agreement, shall be paid by NOVA but shall be funded











(v) conduct the TransCanada Meeting in accordance with the Interim Order, the by-laws of
TransCanada and any instrument governing such meeting, as applicable, and as otherwise required
by applicable Laws;

(c) in a timely and expeditious manner, prepare (in consultation with NOVA) and file any mutually agreed
(or otherwise required by applicable Laws) amendments or supplements to the Joint Proxy Circular
with respect to the TransCanada Meeting and mail the same as required by the Interim Order and in
accordance with all applicable Laws, in all jurisdictions where the same is required, complying in all
material respects with all applicable legal requirements on the date of mailing thereof;















(h) the Minimum Approvals shall have been obtained and all other consents, waivers, permits, orders and
approvals of any Governmental Entity (other than as contemplated in Section 6.01(i)) or other person,
and the expiry of any waiting periods, in connection with, or required to permit, the consummation of
the Arrangement, the failure of which to obtain or the non-expiry of which would be materially adverse
on TransCanada or NOVA, as the case may be, or materially impede the completion of the
Arrangement, shall have been obtained or received on terms that will not have a material adverse
effect to either TransCanada or NOVA and reasonably satisfactory evidence thereof shall have been
delivered to each Party;
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will suffer or incur as a result of the event giving rise to such damages and resultant termination of this
Agreement and are not penalties. Each Party irrevocably waives any right it may have to raise as a defence that
any such liquidated damages are excessive or punitive. For greater certainty, the Parties agree that, subject to
Article 9, the payment of the amount pursuant to this Article 8 is the sole monetary remedy of the Party





(b) if to NOVA:

NOVA Corporation





SCHEDULE A

PLAN OF ARRANGEMENT

Amended and restated below. See Exhibit ‘‘A’’ to the Amending Agreement
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(d) Other than as disclosed in writing to NOVA on or prior to the date hereof or are not material,
TransCanada and all Material Subsidiaries have operated in accordance with all applicable Laws with
respect to employment and labour, including, but not limited to, employment and labour standards,
occupational health and safety, employment equity, pay equity, workers’ compensation, human rights
and labour relations and there are no current, pending or threatened proceedings before any board or
tribunal with respect to any of the areas listed herein other than where the failure to so operate or such
proceedings which, individually or in the aggregate would not have a material adverse effect.

6. Disclosure.

TransCanada has publicly disclosed in documents filed with the Securities Authorities or disclosed to NOVA
in writing, on or prior to the date hereof, any information regarding any event, circumstance or action takening current, pe55 Twe faosed tbeon takes whis’ woul, individually or in the aggregata materialla and adveralla effein thbusinesrds,
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(a) result in a violation or breach of, require any consent to be obtained under or give rise to any
termination rights under any provision of:

(i) its or any Material Subsidiary’s certificate of incorporation, articles, by-laws or other charter
documents, including any unanimous shareholder agreement or any other agreement or
understanding with any Party holding an ownership interest in any Material Subsidiary;

(ii) any law, regulation, order, judgment or decree; or

(iii) any contract, agreement, license, franchise or permit to which NOAs or any Material Subsidiar isy
uns orius ubjects oriusotho bneifidiary;















(j) Section 5.12(j)(iii) shall be deleted and replaced as follows (such subsection to be renumbered
5.12(j)(ii)):
TransCanada Stock Options — Subject to any regulatory or other required approvals, TransCanada may
cancel and replace existing TransCanada options of TransCanada optionholders to reflect the
Arrangement based on the principle that, as at the Effective Time, the accrued benefit of such options
will be preserved, without augmenting such benefit. The adjustment will be made such that the
aggregate in-the-money value of the existing TransCanada options will not be exceeded by the



EXHIBIT ‘‘A’’

PLAN OF ARRANGEMENT

under the Canada Business Corporations Act
and the Business Corporations Act (Alberta)

concerning

TransCanada PipeLines Limited, 3399508 Canada Ltd. and





‘‘Depository’’ means Montreal Trust Company of Canada, 600, 530 - 8th Avenue S.W., Calgary,
Alberta, T2P 3S8;

‘‘Director’’ means the Director appointed pursuant to Section 260 of the CBCA;

‘‘Effective Date’’ means the later of the effective dates, as applicable, indicated upon the Certificates;

‘‘Effective Time’’ means 1800 hrs. (Mountain Daylight Savings Time) on the Effective Date;

‘‘EnergyCo Common Shares’’ means the new TransCanada Common Shares to be created and issued
pursuant to this Plan of Arrangement, having the rights, privileges, restrictions and conditions set forth in
Schedule A;

‘‘EnergyCo Preferred Shares’’ means the new series of TransCanada Cumulative Redeemable First Preferred
Shares, Series S to be issued pursuant to this Plan of Arrangement and having terms, privileges, restrictions and
conditions as set forth in Schedule B;

‘‘Exchange Ratio



‘‘NOVA Preferred Shares’’ means the Cumulative Redeemable First Preferred Shares, Series 1, of NOVA;

‘‘NOVA Shareholders’’ means the NOVA Common Shareholders and the NOVA Preferred Shareholders;

‘‘NOVA Shares’’ means NOVA Common Shares and NOVA Preferred Shares;

‘‘NOVA Transaction Costs’’ means the out-of-pocket third party costs incurred or estimated to be incurred by









3.2.16 All right, title and interest of the TransCanada Common Shareholders, including those persons who
became TransCanada Common Shareholders pursuant to Section 3.2.1., in the TransCanada Common
Shares shall be surrendered to TransCanada for cancellation, and such shares shall be cancelled by
TransCanada, and in exchange therefor, each TransCanada Common Shareholder will receive from
TransCanada one-fifth of a NOVA Chemicals Common Share and one EnergyCo Common Share for
each TransCanada Common Share surrendered and cancelled.





hereof, any certificate which immediately prior to the Effective Time represented outstanding NOVA
Common Shares that were exchanged pursuant to Section 3.2.1 shall cease to represent a claim or interest
of any kind or nature against NOVA and, if it has not been surrendered with all other instruments required
by this Section 5.5 on or prior to the sixth anniversary of the Effective Date, shall cease to represent a claim
or interest of any kind or nature against TransCanada. In such circumstances, the Person ultimately entitled
to any certificate hereunder shall be deemed to have surrendered such entitlement to TransCanada, as
applicable, together with all entitlement to dividends, distributions and cash for fractional interest thereon







SCHEDULE ‘‘A’’

ENERGYCO. COMMON SHARE TERMS



SCHEDULE ‘‘B’’

ENERGYCO. PREFERRED SHARE TERMS

CUMULATIVE REDEEMABLE FIRST PREFERRED SHARES SERIES S

The Cumulative Redeemable First Preferred Shares Series S (herein called the ‘‘First Preferred Shares
Series S’’) shall, in addition to the rights, privileges, restrictions and conditions attaching to the Cumulative
Redeemable First Preferred Shares as a class (collectively and respectively the ‘‘Cumulative Preferred Shares
Class Provisions’’ and the ‘‘Cumulative Preferred Shares’’) carry and be subject to the following rights, privileges,
restrictions and conditions (collectively, the ‘‘First Preferred Shares Series S Provisions’’):

Dividends

1.1 General: The holders of the First Preferred Shares Series S shall be entitled to receive and the
Corporation shall pay thereon, as and when declared by the board of directors out of the monies of the
Corporation properly applicable to the payment of dividends, fixed cumulative preferential cash dividends at the





accrued and unpaid cumulative preferred dividends thereon, whether or not declared, calculated up to but
excluding the date fixed for redemption, the whole constituting the redemption price.

3.2 Redemption Procedure: The Corporation shall give notice in writing not less than 45 days nor more than
60 days prior to the date on which the redemption is to take place to each person who at the date of giving such
notice is the holder of First Preferred Shares Series S to be redeemed of the intention of the Corporation to
redeem such shares. Such notice shall set out the redemption price and shall also set out the date on which the
redemption is to take place, and on and after the date so specified for redemption, the Corporation shall pay or



Series T, after taking into account all First Preferred Shares Series S tendered for conversion into First Preferred
Shares Series T and all First Preferred Shares Series T tendered for conversion into First Preferred Shares
Series S. The Corporation shall give notice in writing thereof to all affected holders of First Preferred Shares



4.3 Automatic Conversion: If following the close of business on the 14th day preceding a Conversion Date
the Corporation determines that there would be outstanding on the Conversion Date less than 500,000 First
Preferred Shares Series S after taking into account all First Preferred Shares Series S tendered for conversion
into First Preferred Shares Series T and all First Preferred Shares Series T tendered for conversion into First
Preferred Shares Series S, then all, but not part, of the remaining outstanding *
0.10referred Shares Serierst



Certain Definitions

7. In these First Preferred Shares Series S Provisions the following terms shall have the following
respective meanings:

‘‘



determining Consolidated Net Income for any period, the Corporation or any Subsidiary has acquired or has
agreed to acquire any property or any shares of any other corporation (sufficient with any shares of such other
corporations already owned by the Corporation or a Subsidiary to result in such other corporation becoming a
SubsidiarySa802tnateearetersratinatelossy shares ofe any properlt in such other corporncom802tsat Ir any ming acalculnsoliesuacothdanceicient802te avisrporaucheesucontaiady ry pecttermining Consolidated Net Sa8period,Ecifsuang a2te opterratifd by the Corpora’tiouditorsd by the Corporatary hacessiarysola n (sufficiaryenablet in souditorsd ong adeteet in steearetersratinatelossy sh,tio ts alidary teearetersratinatelossy shaasd by case maytio i802tnng a



‘‘Exchange’’ means The Toronto Stock Exchange or the Montreal Exchange or such other exchange or

‘‘





Tax Election



accrued dividends is to be made; and (ii) during the Floating Rate Period, the aggregate of (A) all unpaid
dividends on the First Preferred Shares Series S for any Dividend Period and (B) the amount calculated as
though dividends on each First Preferred Share Series S hadoatl unpaiivifnon a day-to-day basis from and
including the first day of the Month immediately following the Dividend Period with respect to which the
dividend was or will be, as the case may be, payable to but excluding the date to which the computation of
accrued dividends is to be made.

(f) ‘‘close of business’’ means, with respect to the deposit for redemption or conversion of any First Preferred



CUMULATIVE REDEEMABLE FIRST PREFERRED SHARES SERIES T

The Cumulative Redeemable First Preferred Shares Series T (herein called the ‘‘First Preferred Shares

D
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provided that if any such newspaper is not being generally circulated at that time, such notice shall be published
in another equivalent publication.

Rights on Liquidation

2. In the event of any liquidation, dissolution or winding-up of the Corporation, whether voluntary or
involuntary, or any other return of capital or distribution of assets of the Corporation among its shareholders for
the purpose of winding-up its affairs, the holders of the First Preferred Shares Series T, in accordance with the
Cumulative Preferred Shares Class Provisions, shall be entitled to receive in lawful money of Canada $50.00 per
First Preferred Share Series T together with an amount equal to all accrued and unpaid cumulative preferred
dividends thereon, whether or not declared, calculated to but excluding the date of payment or distribution, the
whole to be paid before any amount is paid or any property or assets of the Corporation are distributed to the
holders of any shares ranking junior to the First Preferred Shares Series T. Upon payment to the holders of the
First Preferred Shares Series T of the amount so payable to them, they shall not be entitled to share in any
further distribution of the property or assets of the Corporation.

Redemption at the Option of the Corporation

3.1 Right of Redemption: The Corporation may not redeem any of the First Preferred Shares Series T prior
to May 1, 2007. Subject to applicable law and Article 5 hereof, upon giving notice as hereinafter provided, the
Corporation may, on May 1, 2007 and on May 1 in every fifth year thereafter, redeem all, but not less than all, of
the outstanding First Preferred Shares Series T on payment of $50.00 for each such share to be redeemed
together with accrued and unpaid cumulative preferred dividends thereon, whether or not declared, calculated
up to but excluding the date fixed for redemption, the whole constituting the redemption price.

3.2 Redemption Procedure: The Corporation shall give notice in writing not less than 45 days nor more than
60 days prior to the date on which the redemption shasn stion3acre to eachopes on won at the date of giving sucd











to which such notice is mailed. Notice given by publication shall be deemed to be given on the day on which the
first publication is completed in any city in which notice is published.

(d) If any day on which any dividend on the First Preferred Shares Series T is payable or on, or by, which
any other action is required to be taken hereunder is not a business day, then such dividend shall be payable or
such other action shall be required to be taken on the next succeeding day that is a business day; and ‘‘business
day’’ means a day other than a Saturday, a Sunday or any other day that is a statutory or civic holiday in the place
where the Corporation has its principal executive office at the relevant time.

(e) ‘‘accrued and unpaid dividends’’ means the aggregate of: (i) all unpaid dividends on the First Preferred
Shares Series T for any quarterly period; and (ii) the amount calculated as though dividends on each First
Preferred Share Series T had been accruing on a day-to-day basis from and including the last Dividend Payment
Date to but excluding the date to which the computation of accrued dividends is to be made.

(f) ‘‘close of business’’ means, with respect to the deposit for redemption or conversion of any First Preferred
Share Series T, the normal closing time of the office of the transfer agent for the First Preferred Shares Series T
at which the holder of such share may and does deposit such share.

(g) For the purposes hereof, the use of the terms ‘‘ranking in priority to’’ or ‘‘ranking on a parity with’’ or
‘‘ranking junior’’ or similar terms, whether used independently or in combination, means and refer to the ranking
of shares of different classes or series in respect of the payment of dividends and the distribution of assets in the
event of the liquidation, dissolution or winding-up of the Corporation, whether voluntary or involuntary, or any
other return of capital or distribution of assets of the Corporation among its shareholders for the purpose of
winding-up its affairs.

(h) ‘‘transfer agent











10. The only persons entitled to vote at the NOVA Special Meeting, either in person or by proxy, shall be
the registered NOVA Common Shareholders and NOVA Preferred Shareholders, as at the close of business on
the NOVA Record Date, subject to the provisions of the ABCA with respect to persons who become registered
holders of such securities after that date.

11. The only persons entitled to attend and speak at the NOVA Special Meeting shall be the NOVA
Shareholders or their authorized representatives, together with NOVA’s directors and officers and its auditors,
advisors and counsel and the Executive Director.

NOVA Dissent Rights

12. A NOVA Shareholder shall have the right to dissent from the NOVA Special Resolution in accordance
with the provisions of section 184 of the ABCA, as if that section applied to the proposed Arrangement, as
modified by this Order, including:

a. for any NOVA Shareholder to be entitled to dissent, the written objection of that NOVA Shareholder
under section 184(5) to the NOVA Special Resolution must be received on or before 5:00 p.m. on
June 26 (Calgary time) by the Corporate Secretary of NOVA in care of CIBC Mellon Trust Company



Notices

15. TransCanada shall mail the Notice of the TransCanada annual and special meeting (which shall
include notice of the TransCanada Special Meeting), the Notice to TransCanada Shareholders of Petition to the
Court of Queen’s Bench of Alberta, appropriate forms of Proxy, the Management Information Circular, the
Circular (in substantially the form set forth at Exhibit ‘‘A’’ to the Affidavit of Albert Terence Poole with such
amendments as are not inconsistent with the provisions of this Order) and this Order to the holders of
TransCanada Common Shares at the close of business on May 27, 1998 (the ‘‘TransCanada Record Date’’) by













(15) Subsection (14)(a) does not apply to a shareholder referred to in subsection (5)(b).

(16) Until one of the events mentioned in subsection (14) occurs,

(a) the shareholder may withdraw his dissent, or

(b) the corporation may rescind the resolution,

and in either event proceedings under this section shall be discontinued.

(17) The Court may in its discretion allow a reasonable rate of interest on the amount payable to each
Iabntioned in su20ectb) the cis se,ehold CoTfdayny f ra4) occurs,
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Relationship with Interested Parties

Neither RBC DS, nor any of its affiliates is an insider, associate or affiliate (as those terms are defined in
the Securities Act (Ontario) (the ‘‘Act’’)) of the Company, TransCanada or any of their respective associates or
affiliates. RBC DS has not been engaged to provide any financial advisory services for the Company,
TransCanada or any of their respective associates or affiliates, within the past two years, other than the services
provided under the Engagement Agreement. RBC DS was lead manager of a $200 million public offering of
preferred shares for the Company in March 1997, co-lead manager of the initial public offering of TransCanada





Information not misleading in light of the circumstances under which the Information was made or provided;
and that (ii) since the dates on which the Information was provided to RBC DS, except as disclosed to RBC DS,
or as publicly disclosed by the Company, there has been no material change, financial or otherwise, in the
financial condition, assets, liabilities (contingent or otherwise), business, operations or prospects of the
Company or any if its subsidiaries and no material change has occurred in the Information or any part thereof
which would have, or which would reasonably be expected to have, a material effect on the Fairness Opinion.
Senior officers of TransCanada have made the same representations to RBC DS in a separate certificate
delivered as of the date hereof.

In preparing the Fairness Opinion, RBC DS has made several assumptions, including that all of the
conditions required to implement the Transaction will be met.

The Fairness Opinion is rendered on the basis of securities markets, economic, financial and general
business conditions prevailing as at the date hereof and the condition and prospects, financial and otherwise, of
the Company, TransCanada and their respective subsidiaries and affiliates, as they were reflected in the
Information and as they have been represented to RBC DS in discussions with management of the Company
and TransCanada. In its analyses and in preparing the Fairness Opinion, RBC DS made numerous assumptions
with respect to industry performance, general business and economic conditions and other matters, many of















APPENDIX G — INFORMATION RELATING TO NOVA
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In 1997, the Pipeline System transported approximately 4.5 Tcf of natural gas with a market value of almost
$9 billion, up 1% over 1996, making 1997 the eleventh consecutive year in which a transportation volume record
was set. NOVA Gas Transmission is the largest volume carrier of natural gas in North America transporting
approximately 80% of Canadian natural gas production and approximately 18% of the natural gas produced in
North America in 1997.

NOVA Gas Transmission believes the WCSB contains about 73 Tcf of conventional marketable natural gas
reserves, equating to about 13 years of supply at 1997 production rates. While Canadian gas production has



In January 1996 the EUB held hearings on the remaining issues of the 1995 GRA not considered in Phase I,
which included issues relating to NOVA Gas Transmission’s rate design, and NOVA Gas Transmission’s terms
and conditions of service (‘‘Phase II’’). A decision by the EUB on Phase II was given on June 12, 1996, affirming
the postage-stamp rate design. (A postage-stamp rate design is one where a set rate is paid per volume
transported, regardless of distance.)

Foothills Zone 7. In June 1994, a complaint was filed with the PUB by SEPAC in respect of a portion of the
tolls charged by Foothills to NOVA Gas Transmission for transportation on mainline facilities provided by











of NCLP. NCLP provided natural gas gathering, processing and transportation; and, natural gas liquids
marketing, exchange, purchase, sale, gathering, processing, transportation and storage services to Canadian
customers. As a result of the reorganization, NCLP’s natural gas marketing business (excluding the natural gas
marketing business of Pan-Alberta) was sold to a Canadian subsidiary of NGC. NCLP was renamed Novagas
Canada Limited Partnership which continues to conduct the natural gas and natural gas liquids gathering,
processing and transportation business of NCLP. Novagas Canada Limited Partnership is managed by NCL, a
wholly-owned subsidiary of NOVA Gas International. As well, Novagas Canada Limited Partnership continues
to own 100% of Pan-Alberta.

In October, 1997, NCL reached an agreement with Mobil Oil Canada (Mobil) and other working interest
owners in the Harmattan natural gas plant in west-central Alberta that saw NCL assume operation and control
of the Harmattan facility in March 1998. Harmattan is one of Alberta’s largest natural gas processing facilities,
with a licensed capacity of 490 MMcf-per-day. NCL sees great potential for the Harmattan facility to become a
central provider of low-sulphur gas processing.

Also, in October, NCL announced it had received approval from the Governober,eBrilish Columbirtaost

35490 MMcf-per-d. T thdecisatioy texpg and aexisketins planr gathta tion isola newan facilityshd csiskement wi a
of thmquitL rmon busine a
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has reserved his decision on the motion.



NOVA Chemicals Ltd.

Business

General

NOVA Chemicals operates two principal businesses: olefins/polyolefins and styrenics. The olefins/
polyolefins business produces ethylene, polyethylene and a variety of chemical and energy products, while the
styrenics business produces styrene and styrenic polymers. NOVA Chemicals operates major production
facilities in Joffre, Alberta and in the Sarnia area of Ontario, as well as polystyrene manufacturing facilities in
Montreal, Quebec; Beaver Valley, Pennsylvania; Painesville, Ohio; Decatur, Alabama; and Springfield,
Massachusetts.

Ethylene and styrene are basic petrochemicals used to manufacture a wide variety of polymers and other
chemical products. NOVA Chemicals produces polyethylene and polystyrene resins, primarily from its internal
ethylene and styrene production, respectively, and sells the surplus ethylene and styrene to thi rhrliti inN O V A  C ’  1 9 9 7  c a p i t f  c e x p e n d i  m a n t a r i a n u f p s t y x s i n t e s p  $ 3 2 8  m n s / p h 1 u f p s t y x s i n t e s p 6 u f a r i g i c t u $ 1 0 6 u f p s t y x s
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NOVA Gas International

The natural gas marketing, gathering and processing businesses in the United States and Canada are highly
competitive. NCL manages a natural gas gathering and processing business in a very competitive marketplace. NCL’s
competitors include natural gas producers, pipeline affiliated marketers and gatherers, independent processors, marketing
and processing businesses of major integrated oil and gas producers, transportation and marketing companies, local
distribution companies and other independent marketing, gathering and brokerage companies.

NCL has commenced the implementation of its natural gas liquids business that includes the acquisition, fractionation,
and storage of natural gas liquids in Western Canada and will include the selling and distribution of specification ethane,
propane, butane and condensate to a very competitive marketplace within Canada and the United States. NCL competes
with other natural gas liquids producers and marketers on the basis of price, service and performance.

Pan-Alberta operates a natural gas aggregation and marketing business in a highly competitive environment. In its
aggregation activities, it competes with other aggregators and marketing companies. In its marketing activities, its
competitors include other aggregators, marketing operations of natural gas producers and independent marketing and
brokerage companies.

Foothills operates as a transporter of natural gas within its markets subject to government regulation. Foothills is







(‘‘CCPA’’) and has since been adopted by the Chemical Manufacturers Association (‘‘CMA’’) in the United States as well as
by chemical industry associations in over 40 countries world-wide. The Responsible Care program is built around a set of
guiding principles and codes of practice which require program participants to commit to the responsible management of
the total life cycle of their products. NOVA believes that the Responsible Care program represents an operational ethic
which is equally applicable and relevant to non-chemical industry businesses. NOVA Chemicals has already implemented
the Responsible Care codes of practice in all its Canadian and United States operations. NOVA Gas Transmission and





SELECTED CONSOLIDATED FINANCIAL INFORMATION
(millions of dollars except for per share data)

Year Ended December 31

1997 1996 1995 1994 1993

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,840 $ 4,686 $4,527 $4,020 $3,373









Period during which a
director of NOVA or Old Present principal occupation

Name and Municipality of Residence NOVA, as applicable(1)







ADDITIONAL INFORMATION

Additional information, including directors’ and officers’ remuneration and indebtedness, principal holders
of NOVA’s securities, options to purchase securities and interests of insiders in material transactions, in each
case where applicable, is contained in NOVA’s 1997 Management Information Circular dated March 11, 1997
and will be contained in NOVA’s 1998 Management Information Circular in respect to the 1998 Annual and
Special Meeting of Shareholders.

Additional financial information is provided in the 1997 audited comparative Consolidated Financial
Statements, together with the auditors’ report thereon, incorporated herein by reference.

A copy of NOVA’s 1997 Annual Report and its Management Information Circular referred to above, as well
as a copy of this Annual Information Form and of any interim financial statements of NOVA subsequent to the
1997 audited comparative Consolidated Financial Statements, may be obtained by any person without charge by
writing to:

NOVA Corporation





NOVA Corporation
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The global commodity chemicals industry is cyclical by nature and subject to wide price fluctuations called peaks
and troughs.

Troughs are periods of depressed pricing caused by oversupply to the market and/or weak demand due to slow
economic growth. When demand levels strengthen and begin to overtake capacity, prices rise rapidly and are sustained
at high levels, called peaks. These peaks often result in the addition of new production capacity.NOVA CchemicalsOoveview.







New, improved ethylene sales agreements

Cost-of-service sales contracts are currently in place for ethylene produced at EI and EII. Approximately
67% of the ethylene produced from these plants is sold to third parties. The remaining 33% is used internally by
NOVA Chemicals in the production of polyethylene. These contracts allow for the full recovery of the operating
and financing costs of the ethylene plants, as well as a contractually based guaranteed return on equity.

The cost-of-service agreements for EI expire in December 1998, by which time the plant will be
substantially depreciated. In 1997, we negotiated new ethylene sales agreements for these volumes as well as for





Combined with an expected surplus of ethylene, these polyethylene capacity additions and the potential
side-effects of the Asian crisis are expected to contribute to low North American polyethylene prices through
most of 1998 and 1999.

Styrenics Busbinsi.



Solid polystyrene is used to manufacture food packaging, appliances, electronics, consumer goods, office
products, medical, and other industrial items. In 1997, NOVA Chemicals sold 721 million pounds of solid
polystyrene, compared with 692 million pounds in 1996.

We produce DYLITEs EPS and DYLARK engineering resins, higher-margin specialty products which are
used in a wide variety of applications. DYLITE EPS is used in many food-service, packaging and specialized
construction applications. We also produce specialty styrenic polymers that are used in such high performance
applications as medical, electronics and microwaveable containers. Virtually all of the DYLARK resin we
produce is used in the manufacture of automobile instrument panels, consoles and other interior trim parts.

In 1997, NOVA Chemicals sold a total of 495 million pounds of DYLITE EPS, DYLARK resins and
specialty styrenic polymers.

Styrenics outlook for 1998

The current pricing tro1a wide d oby a supply/demand imbalance is expected to continue in the near term,
with prices remaining at low levels thro1a out 1998. With continued demand growth and further capacity
rationalizations planned for 1998, we expect modest improvements in industry margins over the next two to
three years.

As a result of the rigoro1s efficiency advances under way thro1a out our styrenics business and the





NOVA Chemicals highlights
1997 1996 1995

($ millions)
Net income contribution

NOVA-operated facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 139 $ 200 $ 450
Equity in earnings of Methanex . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57 17 58
Equity in earnings of NGC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 41 15

225 258 523

Methanex asset write-down . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (32) —
NGC asset write-down . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (57) — —

$ 168 $ 226 $ 523

Operating income
Olefins/Polyolefins



NOVA Chemicals changes in net income
1997 1996

compared compared
Better (worse) with 1996 with 1995

($ millions)
Lower product margins . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(21) $(276)
Higher product volumes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 55
Higher (lower) equity in earnings of Methanex . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40 (41)
Higher (lower) equity in earnings of NGC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12) 26
Methanex asset write-down . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32 (32)
NGC asset write-down . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (57) —
Manufacturing problems . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7) —
Corunna extended shutdown . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13) —
Higher interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11) (8)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19) (21)

$(58) $(297)





while being high enough that the price increase to other NGT customers is less than one cent per Mcf. As a
result of this agreement, the proponents of the Palliser Pipeline suspended their application to the National
Energy Board (NEB). NGT will absorb one quarter of the revenue shortfall created by the LRS, or
approximately $3 million in annual after-tax earnings, for the remaining three years in the CEIS.

The Alliance Pipeline Limited Partnership (Alliance), which is currently owned by a consortium of pipeline
and gas marketing companies and an income trust fund, filed an application with the NEB in 1997 to build a







NOVA Gas Transmission changes in net income
1997 1996

compared compared
Better (worse) with 1996 with 1995

(millions of dollars)

Increase in investment base . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7 $ 5
Cost-efficiency incentive savings(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 8
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 2

$19 $15

Note:

(1) NGT’s share of CEIS.

Sensitivities

NGT’s net income is mainly affected by changes in its investment base and incentives earned under the
CEIS. The investment base increases when capital expenditures exceed depreciation charges. An increase in the
average investment base of $100 million would increase earnings by $3 million. A decrease in the investment
base would have the opposite effect.















Credit ratings

Unsecured Debt Securities(1)(2)

December 31, 1997

NOVA
NGT Chemicals NOVA

CBRS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A(Low) B++(High) A(Low)
DBRS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A(low) BBB BBB(high)
S&P . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A



Interest rate risk management

NOVA uses interest rate swaps to manage the fixed and floating interest rate mix of its total debt portfolio.
By entering into interest rate swap agreements, NOVA agrees to exchange with counter-parties the difference
between fixed rate and floating rate interest amounts calculated by reference to bankers’ acceptance rates and
London Inter Bank Offered Rates, and to an agreed notional amount.

Commodity hedging and feedstock acquisition

NOVA Chemicals purchased approximately 57.6 Bcf of natural gas and 18.0 million barrels of crude oil,
natural gas liquids and condensates in 1997 as feedstock for its chemical operations. NOVA Chemicals manages
the exposure to fluctuating commodity prices on its physical feedstock requirements by varying the mix of fixed
and floating price contracts and by entering into commodity futures contracts. The extent to which hedging
instruments are used depends on market conditions. NOVA Chemicals ties its position in the futures market to
its physical feedstock requirements and does not use hedging instruments for speculative purposes.

Year 2000 assessment

Certain computerized hardware, process control systems and software systems and applications used by
NOVA are date sensitive, and their ability to perform properly may be adversely affected by the Year 2000 issue.
In a process that began in 1996, NOVA continues to address the issue by preparing an inventory of all systems
and equipment, analysing risks, determining compliance levels, selecting practical remediation options, and
testing most implemented solutions. This program approach seeks to minimize the potential risk of Year 2000
business disruption. NOVA also continues to assess the Year 2000 capabilities of customers, critical suppliers and
key service providers to determine, to the extent possible, that NOVA’s businesses will not be adversely impacted
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NOVA CORPORATION

CONSOLIDATED BALANCE SHEET

December 31

1997 1996 1995

(millions of dollars)

ASSETS









NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  (Continued)

2. Accounting Policies (Continued)

some respects from those generally accepted in the United States and the significant differences are
described in Note 23, ‘‘United States Accounting Principles’’. Preparation of these consolidated statements







NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  (Continued)

5. Investments and Other Assets

Investments are accounted for using the equity method.

December 31











NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  (Continued)

8. Income Taxes

Income tax expense varies from amounts computed by applying the Canadian federal and provincial
statutory income tax rates to income before income taxes as shown in the following table:

Year Ended
December 31

1997 1996 1995



NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  (Continued)

8. Income Taxes (Continued)

Income Tax Expense by Location

Year Ended
December 31

1997 1996 1995

(millions of dollars)

Income before taxes
Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $515 $454 $818
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26 160 121

$541 $614 $939

Current income taxes
Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $217 $171 $207
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 2 1

$221 $173 $208





NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  (Continued)

13. Accounts Payable and Accrued Liabilities

December 31

1997 1996 1995

(millions of dollars)

Accounts payable
Trade . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $605 $380 $356
Other





NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

14. Long-term Debt (Continued)

(2) Interest rate swap agreements and cross-currency swap agreements have been made on some of these notes (see Note 22(b)). The
weighted average interest rate includes the effects of the swap.

(3) Includes commercial paper and other borrowings which are supported by long-term lines of credit.

(4) Long-term debt classified as regulated debt represents the debt component of the capital structure for the investment base of
NOVA’s regulated operations. These regulated operations bill their customers under arrangements that include an assured return



NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

16. Preferred Shares — Redeemable

(a) Authorized

Unlimited number of cumulative, redeemable, first and second preferred shares without par value.

(b) Issued and Outstanding

8,000,000 Cumulative Redeemable First Preferred shares, Series 1 (the ‘‘Series 1 First
Preferred Shares’’).

(c) Dividends

The Series 1 First Preferred Shares are priced at $25.00 per share to yield initially 5.15% per annum





NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

17. Common Shares and Warrants (Continued)

(e) Options



NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

18. Cumulative Translation Adjustment

The cumulative translation adjustment represents the net unrealized foreign currency translation gain on
NOVA’s net investment in self-sustaining foreign operations.

Year Ended
December 31

1997 1996 1995

(millions of dollars)

Beginning of year



NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

19. Operating, Investing and Financing Activities (Continued)

(b) Gross Investing and Financing Activities

Year Ended December 31

1997 1996 1995

(millions of dollars)

Investing activities per statement of cash flows . . . . . . . . . . . . . . . . . . . . . $(718) $(790) $(418)
Add back regulated long-term debt additions . . . . . . . . . . . . . . . . . . . . . . (267) (173) (397)

Gross investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(985) $(963) $(815)

Financing activities per statement of cash flows . . . . . . . . . . . . . . . . . . . . .













NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

22. Financial Instruments (Continued)

Interest Rate Risk Management

Year Ended December 31

1997 1996 1995

(millions of dollars,
except for rates)

Floating to fixed rate swaps
Notional amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 214 $ 205 $ 205
Average receive rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.18% 5.90% 6.28%
Average paf.6Beio l
S(iL2 TD5.Notioa95D5.Notioa95D.......................Ws
0)5htTja.5.80 M23...3.80 M23...4.80 ......4.............(A)

except for rates)

Floating to fixed rate swaps

Average receive rate 6.18% 5.90% 6.28%
Average paf.6Beio l
S(5))5D5.Not...9Tc
[(....165D.......................Ws
0)5htTja.





NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

23. United States Accounting Principles

(a) Reconciliation to Accounting Principles Generally Accepted in the United States of America

Year Ended December 31



NOVA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

23. United States Accounting Principles (Continued)

(6) U.S. accounting principles require companies to recognize deferred income taxes based on the liability method whereas
Canadian accounting principles require that the deferral method be used. Under the U.S. basis companies are also required to













Average Benchmark Prices on the U.S. Gulf Coast(1)

Q1 Q4 Q3 Q2 Q1 Q4
1998 1997 1997 1997 1997 1996

($U.S. per pound, except methanol)

Polyethylene313d—ne313dlinear low-butyle linerst

2ol)

................)





Several critical hurdles have been cleared:

National Energy Board (NEB)







Consolidated Statement of Income

Three Months Ended





Joint Venture Accounting

NOVA’s Proportionate Share of Joint Ventures’ Summarized Financial Information(1)

Three Months
Ended

March 31

1998 1997

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $44 Iled

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $$4
57ed



Reconciliation to Accounting Principles Generally Accepted in the United States

Three Months
Ended

March 31

1998 1997

(unaudited;
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FORWARD-LOOKING INFORMATION





The general development of TransCanada’s business during the last five years, and the significant events or
conditions which have had an influence on that development, are summarized below by business segment.

Energy Transmission

Canadian Mainline

Beginning in 1989, TransCanada embarked on a significant expansion program of its Canadian Mainline.
This expansion program, over the years 1989 through 1997, has resulted in the growth in the assets of the
Canadian Mainline by approximately $7.1 billion. See ‘‘Energy Transmission — Canadian Mainline Outlook —
Capital Expenditures’’ of the MD&A.

A change in the manner in which the Canadian Mainline has been regulated occurred in February 1996
when the National Energy Board (‘‘NEB’’) approved TransCanada’s Incentive Cost Recovery and Revenue
Sharing Settlement (the ‘‘Incentive Agreement’’) for a four-year term commencing on January 1, 1996. The
Incentive Agreement was negotiated with the Canadian Mainline’s major domestic and export customers and
suppliers. See ‘‘Regulation — Canada — Canadian Mainline Tolls’’ on pages 11 and 12 of this Annual
Information Form. See also ‘‘Energy Transmission — Canadian Mainline — Incentive Regulation’’ of
the MD&A.

North American Pipeline Investments

TransCanada has continued to participate in the development and expansion of certain North
American pipelines.

Great Lakes Gas Transmission System (‘‘Great Lakes’’), in which TransCanada holds a 50 per cent interest,
transports Canadian natural gas to markets in central Canada and serves markets in the midwestern United
States. Great Lakes has expanded capacity on an annual basis to meet market demand. A certificate was issued
in October 1997 by the Federal Energy Regulatory Commission (‘‘FERC’’) for the construction and operation of





outstanding units at the then-fair market value. In December 1997, Power L.P. entered into an agreement to
acquire an additional enhanced combined-cycle power generating facility in northern Ontario, the Potter Station
power plant. This acquisition, completed on March 30, 1998, was financed through the issuance to the public of
4,912,300 additional partnership units. As a result of the offering of these additional units, TransCanada’s
interest in Power L.P. has been reduced from 50 per cent to 39.8 per cent. A subsidiary of TransCanada is the
general partner of Power L.P. while another subsidiary provides management services to Power L.P.

In October 1997, TransCanada reached agreement in principle to acquire an additional 30 per cent interest











Petroleum and Products Marketing

The following tables set forth the revenues earned and volumes marketed in Canada and the United States
for the years ended December 31, 1997 and 1996 from the Company’s crude oil, refined products and natural gas
liquids marketing operations.

1997 1996

Revenues Per cent Revenues Per cent

(millions of (millions of
dollars) dollars)



Among these actions and proceedings is one in which a U.S. subsidiary of the Company is one of the
subjects of an action in Montana alleging anti-trust conspiracy and violations and claiming treble damages. In
addition, the Company is the subject of an action in Texas alleging breach of agreement and defamation and
claiming damages and punitive damages. The Company is unable to determine at this time how these two
matters will be resolved but believes that they will not have a material effect on its financial position.

REGULATION

Canada

TransCanada’s Canadian pipeline operations are regulated by the NEB. Under the terms of the National
Energy Board Act (Canada), the NEB regulates the construction and operation of interprovincial pipelines and





Committee was established in 1997 and is comprised of senior officers of the Company. Operational SH&E
Committees represent the four business segments and report to the Senior SH&E Committee.

TransCanada influences the SH&E management of its subsidiaries, affiliates and joint ventures to the extent
its ownership interest allows. The Company’s subsidiaries maintain their own SH&E management systems and
employ qualified professionals.

The Audit and Environmental Committee of the board of directors is updated six times each year by senior
management on matters of SH&E.

TransCanada incorporates environmental considerations into the planning, development, construction and





dedicated ethane feedstock for the Alberta petrochemical industry, an AEUB policy currently ensures that a
minimum threshold volume of ethane is available for extraction at straddle plants such as the Company’s
Cochrane extraction plant. As one of the lowest cost producers of gas liquids and ethane in Alberta, the
Company anticipates that it will remain a strong competitor in these products’ markets. However, the Company
is facing competition from other companies seeking to process natural gas liquids.

The Company also has a 50 per cent interest in the Empress II extraction plant located on the eastern
Alberta leg of the mainline system operated by NOVA. Like the Cochrane facility, Empress II also extracts
natural gas liquids and ethane, however the Empress production is sold under long-term contracts which provide
a return on the Company’s investment rather than participating in the profits produced from the sale of
those products.

The Company faces significant competition for providing gas gathering and field processing services.
Principal competitors include exploration and production companies, other processing companies, and in British
Columbia, a major pipeline company. Competition for gas processing and gathering is based primarily on
location of gas gathering and processing facilities, operating efficiency and reliability and the ability to offer
flexible, competitive prices.

The products of the Company’s specialty uiliten, a ont lel prodtheghighrimible, competglobrinucts’ mastern





Eight-Year Dividend Information

The Company has no stated dividend policy for its common shares. Dividends are reviewed periodically by
the Company’s board of directors. Cash dividends have been declared regularly on the common and preferred
shares. The per share totals per annum during the past eight completed fiscal years are set forth in the
following table.

Dividends Declared

1997 1996 1995 1994 1993 1992 1991 1990

(dollars per share)
$2.80 Cumulative

Redeemable First
Preferred Shares . . . . . 2.80 2.80 2.80 2.80 2.80 2.80 2.80 2.80

Cumulative Redeemable
First Preferred Shares
Retractable















1997 Earnings At-a-Glance

TransCanada’s consolidated net income to common shares (net earnings) for 1997 was $407.6 million;
Energy Transmission — $333.9 million; Energy Marketing — $7.6 million; Energy Processing — $61.4 million;
International — $6.3 million.

1997 1996 1995

(millions of dollars except
per share amounts)

Net Income/(Loss) Applicable to Common Shares
Energy Transmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 333.9 323.6 306.3
Energy Marketing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.6 27.9 10.3
Energy Processing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61.4 41.6 32.1
International . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.3 (5.2) (13.1)

409.2 387.9 335.6
Unallocated amounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.6) (2.7) 14.5







10,000 kilometres of pipeline coated with materials other than fusion-bonded epoxy, the most technologically
advanced pipe coating available. By the end of 1997, TransCanada had inspected 3,396 kilometres of pipeline.
TransCa’s risk reduct fu program tero resulspecin replacementtresapproxiith ly 34,396 kilometres of pipeline.





ANG Pipeline ANG Pipeline is proposing to build a new pipeline across southern British Columbia to
provide Alberta gas producers with direct access to markets in the interior and the lower mainland of British
Columbia and the U.S. Pacific northwest. The proposed Kootenay Pacific Pipeline will be 560 kilometres in
length with a capacity of 550 MMcf per day. It will extend from the ANG Pipeline to the B.C. lower mainland. If
market support is sufficient, an application will be filed with the NEB seeking approval to start construction in
the spring of 1999 for completion in late 2000. The estimated cost of the project is $530 million.

Millennium (21% owned)



TransCanada generates approximately 49 per cent of its natural gapeketing revenuatefrom salateofs natural gaund pea netback agreem cenwith Alberta appducertesndapeketert. The netback agreem cenappvidesearntesapeketing feentnathe salaat os natural gaund pethe termteofethe netback agreem ce. The peketing feenisthe direct purchasensndasalaat os natural gawhere the principurarisktesre the pricensndapenformancenrisktassociated with thosencontrac i. Thesearisktesre managed by matching physicurapurchasesnsndasalasato the ext cepossibledsndathrough the usent ofinanciurainstrum ces.



Volumes of crude oil, refined products and natural gas liquids are purchased and sold primarily under short-
term contracts with producers, customers and marketers in Canada and the United States.

TransCanada gathers, aggregates and markets crude oil on behalf of independent, small to medium size
producers in western Canada, Texas and Louisiana. We provide transportation services to producers and a full
range of crude oil services to refiners in North America. TransCanada marketed 110.7 million barrels of crude
oil in 1997, increases of 56 and 81 per cent compared to 1996 and 1995, respectively.

TransCanada enters into crude oil processing arrangements with refiners, buys refined products on a spot or
term basis and sells to independent wholesalers, retailers and industrial customers in Canada and the United
States. Our product line includes all grades of gasolines and distillates and we have the ability to provide
innovative pricing alternatives. A total of 80.6 million barrels of refined products was marketed during 1997,
compared to 63.5 million barrels and 29.5 million barrels in 1996 and 1995, respectively.

We also purchase and sell natural gas liquids and liquefied petroleum gases in Canada and the United
States. Throughout 1997, we continued to provide producers with services not readily available from other
marketers, including marketing, transportation, storage and gas processing. TransCanada’s five gas gathering
and processing facilities, located in Alberta and Saskatchewan, and our U.S. gas processing plants enhance our
flexibility and netbacks to producers. We marketed 18 million barrels of natural gas liquids in 1997, an increase
of 4.9 million barrels and 12.9 million barrels compared to 1996 and 1995, respectively.

The principal risk in the petroleum and products business is that margins generated on sales are insufficient
to cover operating costs.

Petroleum and Products Outlookthe petroleum and products marketins businesschad oed primay objpectiv ford 198L—Lae reuerntod
term plals an,

acilities, cn iompatedin 1n ipernmarketilalce Thr peerk







TransCanada’s power generation business is pursuing a number of potential acquisitions and new power















TRANSCANADA PIPELINES LIMITED

CONSOLIDATED INCOME

Year Ended December 31

1997 1996 1995

(millions of dollars
except per share amounts)





TRANSCANADA PIPELINES LIMITED

CONSOLIDATED FINANCIAL POSITION

December 31

1997 1996

(millions of dollars)

ASSETS
Current Assets

Cash and short-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 115.2 163.2
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,513.4 1,302.3
Inventories



TRANSCANADA PIPELINES LIMITED

CONSOLIDATED CONTRIBUTED SURPLUS AND RETAINED EARNINGSYear Ended December 31

1997 1996 1995(millions of dollars
except per share amounts)Contributed Surplus

Balance at beginning of year .................................... 263.1 264.6 266.8
Preferred share issue expenses................................... Ð (127) (2.2)

Balance at end of year .......................................... 263.1 263.1 264.6 Retained Earnings
Balance at beginning of year .................................... 1,383.1 1,234.4 1,089.7
Net income ................................................. 457.0 425.0 39727
Preferred securities charges and issue expenses....................... (13.1) (6.9) Ð

Preferred share dividends....................................... (36.3) (37.9) (47.4)
Equity preferred and common share dividends (Note 0 ) ................ (260.3) (23127) (205.4)

Balance at end of year .......................................... 1,530.4 1,383.1 1,234.4Dividends declared per common share............................... $ 1.18 $ 1.10 $ 1.02



TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

TransCanada PipeLines Limited (the Company or TransCanada) is one of North America’s leading energy
services companies. It operates in four business segments.

Energy Transmission

This segment owns and operates the Canadian natural gas transmission system (the Canadian Mainline) and
holds the Company’s investments in interconnected natural gas pipelines and the Express oil pipeline (Express
Pipeline). Energy Transmission activities also include the investigation and development of new
energy transmission facilities in Canada and the United States. The majority of net income is contributed by this
segment, of which the Canadian Mainline generated $257.8 million in 1997.

Energy Marketing

The Energy Marketing segment markets energy commodities, including natural gas, natural gas liquids, crude
Energy Transmiss291











TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 2 Segmented and Other Information (Continued)

December 31

1997 1996

(millions of dollars)

Assets

Energy Transmission
Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,075.0 8,081.8
United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,005.9 1,802.4

11,080.9 9,884.2





TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 4 Joint Venture Investments
TransCanada’s Proportionate Share

Income/(Loss) Before
Income Tax Net Assets

Year Ended December 31 December 31Ownership
Interest 1997 1996 1995 1997 1996

(millions of dollars)

Energy Transmission

Interconnected Pipelines
Great Lakes System . . . . . . . . . . . . . . . . . . . . . . 50.0% 77.2 84.2 64.5 413.7 375.3
Northern Border Pipeline . . . . . . . . . . . . . . . . . . 30.0% 29.7 32.6 30.7 249.1 216.9
Iroquois System . . . . . . . . . . . . . . . . . . . . . . . . . 29.0% 22.0 13.5 9.9 79.7 75.8
Tuscarora Pipeline . . . . . . . . . . . . . . . . . . . . . . . . 50.0% 3.6 3.8 0.8 22.5 22.8







TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 6 Long-Term Debt (Continued)

First Mortgage Pipe Line Bonds

The Deed of Trust and Mortgage securing the Company’s First Mortgage Pipe Line Bonds limits the specific and



TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 7 Non-Recourse Debt of Joint Ventures
1997 1996



TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 7 Non-Recourse Debt of Joint Ventures (Continued)

Financial Charges of Joint Ventures
Year Ended

December 31



TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 9 Preferred Shares
December 31, 1997 and 1996



TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 10 Common Shares
Number of Amount

Shares (millions
(thousands) of dollars)



TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 10 Common Shares (Continued)

Employee Stock Incentive Plan
Number of Shares Options Exercisable

(thousands) Exercise Prices (thousands)

Outstanding at January 1, 1995 . . . . . . . . . . . . . . . 2,312 $ 14.70 — $ 20.85 1,145
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 957 $ 18.40 — $18.455
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (24) $ 14.70 — $ 17.50
Cancelled or expired . . . . . . . . . . . . . . . . . . . . . . . (39) $17.125 — $ 20.10

Outstanding at December 31, 1995 . . . . . . . . . . . . 3,206 $ 14.70 — $ 20.85 1,504
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,001 $19.179 — $ 24.10
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (252) $ 14.70 — $ 20.10
Cancelled or expired . . . . . . . . . . . . . . . . . . . . . . . (27) $17.125 — $ 20.10

Outstanding at December 31, 1996 . . . . . . . . . . . . 3,928 $ 14.70 — $ 24.10 1,793
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,336 $ 30.96
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (586) $ 14.70 — $ 24.10
Cancelled or expired . . . . . . . . . . . . . . . . . . . . . . . (31) $17.375 — $ 24.10

Outstanding at December 31, 1997 . . . . . . . . . . . . 5,647 $ 14.70 — $ 30.96 1,883









TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 11 Risk Management (Continued)

Hedging Activities of Joint Ventures

Certain of the Company’s joint ventures use interest rate derivatives to manage interest rate exposures. The
Company’s proportionate share of the credit exposure related to derivatives of the joint ventures is $11.9 million
at December 31, 1997.

TransCanada’s Proportionate Share



TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 12 Income Taxes

Reconciliation of Income Tax Expenses
Year Ended December 31

1997 1996 1995

(millions of dollars)

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 618.3 679.5 540.4







TRANSCANADA PIPELINES LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 17 Significant Differences Between Canadian and U.S. GAAP

Net Income Reconciliation
Year Ended December 31

1997 1996 1995

(millions of dollars
except per share

amounts)

Net income as reported in accordance with Canadian GAAP . . . . . . . . . . . . . . . . . . 457.0 425.0 397.5
U.S. GAAP adjustments

















over nine years from EUA as compensation for acquiring the obligations contained in the power purchase
agreements. TransCanada also plans to acquire an additional 30 per cent equity interest in OSP and
48.5 per cent of the OSP power purchase agreements from another partner in 1998. At the conclusion of these
transactions, and subject to regulatory approvals, TransCanada will own a 70 per cent interest in OSP and will
control 76.5 per cent of the plant’s electrical output.

TransCanada Power, L.P.

In March, TransCanada Power, L.P. (Power L.P.) acquired a 42.6-megawatt facility from Potter Station
Power Limited Partnership. The facility, located in Tunis, Ontaries(m6 OSPs enhanced combined-cycle generating)]TJ
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The parties to the agreement will immediately pursue the three guiding principles through several action
items in 1998, including: (1) implementation of a pipeline interconnection policy to provide shippers with the
option of reasonable access to competing transmission systems and to minimize duplication of facilities;
(2) development of several regulatory changes and a proposed new regulatory framework through discussions
with key stakeholders and for consideration by the NEB and the Alberta Energy and Utilities Board; and
(3) development of a process acknowledging the industry’s desire to maintain adequate separation between
TransCanada’s and NOVA’s regulated and non-regulated businesses.

Regulatory and Shareholder Approvals

TransCanada and NOVA have passed two regulatory hurdles necessary for completion of the proposed
merger. FERC issued an order on April 6, 1998 granting approval of the companies’ application. The companies
also filed an application with the U.S. Federal Trade Commission and the Department of Justice. The 30-day
waiting period expired on April 5, allowing TransCanada and NOVA to proceed with the merger without further
review by those agencies.

TransCanada and NOVA plan to hold shareholder meetings on June 29, 1998 to seek approval for the
merger which, if obtained, may lead to completion of the merger in the first week of July 1998.

‘‘George W. Watson’’
George W. Watson
President and Chief Executive Officer











3. Plan of Arrangement with NOVA

On January 24, 1998, TransCanada and NOVA Corporation (NOVA) signed an agreement to combine the
two companies under a plan of arrangement. Under the terms of the agreement, each NOVA common
share will be exchanged for 0.52 TransCanada common shares. Pursuant to the plan of arrangement, the
businesses will be split into two separate energy and chemicals businesses, each held in a separate public
company owned by the combined TransCanada and NOVA shareholder groups. The proposed transaction is
expected to be completed in 1998 and is subject to the receipt of necessary shareholder and regulatory
approvals.
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THE CORPORATION

NOVA Chemicals Ltd. (‘‘NOVA Chemicals’’) is a major petrochemical and polymer producer with
headquarters in Calgary, Alberta, Canada. NOVA Chemicals was amalgamated and organized under the
Business Corporations Act (Alberta).













Olefins/Polyolefins

The olefins/polyolefins business manufactures ethylene and polyethylene. As part of NOVA Chemicals’
ethylene production process, a number of chemical and energy products are also manufactured, including





In June 1994, NOVA Chemicals purchased DuPont’s polyethylene business. Assets of the business included
a polyethylene plant located on the St. Clair River site, Ontario, the proprietary SCLAIRTECH technology and
a global SCLAIRTECH technology licensing business. This facility has an annual production capacity of
approximately 600 MMlbs and NOVA Chemicals’ Corunna facility supplies 100% of its ethylene requirements.
NOVA Chemicals is committed to further developing the SCLAIRTECH technology and announced on
December 5, 1996 that it has developed an Advanced SCLAIRTECH technology. Advanced SCLAIRTECH
technology yields high performance polyethylene resins with several advantages over traditional polyethylene
resins. NOVA Chemicals intends to construct a new polyethylene plant using Advanced SCLAIRTECH
technology in Joffre, Alberta. The plant is expected to come on stream in the year 2000 with a planned capacity
of 850 MMlbs-per-year and an anticipated cost of $385 million, as spent.

NOVA-Borealis Compounds LLC (‘‘NOVA-Borealis’’) commenced operations on January 1, 1997. NOVA-
Borealis is a limited liability company owned equally by NOVA Chemicals Inc. (‘‘NCI’’) and Borealis
Compounds, Inc., a subsidiary of Borealis A/S of Denmark. NOVA-Borealis operates a facility in Rockport, New
Jersey which manufactures polyethylene wire and cable product Boear and an seyirn A/S8of Denmar’) and Bore6lis







Research and Development

NOVA Chemicals maintains a technical center in Calgary, Alberta to support polyethylene product
development and sales. NOVA Chemicals also operates a research center in Calgary with activities focused on
the engineering and chemistry of the production of ethylene and other hydrocarbons from various feedstocks,
the polymerization of ethylene and the development of new types and blends of polyolefins. NOVA Chemicals’
polystyrene business is presently supported by research laboratories and pilot lines at Beaver Valley,







Foreign Operations

Foreign operations are necessarily subject to various risks differing from those in Canada including
exchange rate fluctuations and exchange controls, political pressures, tax changes, labour difficulties, price
controls and other governmental actions. See also ‘‘Management Discussion and Analysis — Risk



QUARTERLY CONSOLIDATED FINANCIAL INFORMATION
(Unaudited)

(Millions of dollars)

March 31 June 30 September 30 December 30

1997 1996 1995 1997 1996 1995 1997 1996 1995 1997 1996 1995

Revenue . . . . . . . . . . . . . . . . . . $892 $712 $830 $830 $713 $838 $815 $782 $729 $823 $836 $657

Operating Income . . . . . . . . . . . $119 $ 74 $258 $ 92 $ 93 $265 $ 80 $123 $170 $ 46 $109 $ 57

Net Income (Loss) . . . . . . . . . . $ 72 $ 50 $207 $ 63 $ 52 $168 $ 56 $ 74 $107 $(28) $ 49 $ 38

SEGMENTED DATA
(Millions of dollars)

Year Ended December 31

1997 1996 1995 1994 1993

Revenue
Cost-of-Service(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 576 $ 555 $ 368 $ 576 $ 477
Non-Cost-of-service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,784 2,488 2,686 2,122 1,874

$3,360 $3,043 $3,054 $2,698 $2,351

Operating Income
Cost-of-Service(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 109 $ 115 $ 111 $ 106 $ 88
Non-Cost-of-service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 228 284 639 211 19











Sales

1997 1996 1995

(Millions of pounds)

Ethylene
Internal consumption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,539 2,587 2,419
Third party sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,357 2,175 2,130

Total ethylene sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,896 4,762 4,549







2.5 billion pounds. Based on announced expansions, NOVA Chemicals expects to be North America’s third
largest ethylene producer by 2001.

Joffre facility is second largest in North America

NOVA Chemicals’ Joffre facility is currently the second largest ethylene production site in North America,
with a production capacity of 3.4 billion pounds. Two ethylene plants, EI and EII, operate on the Joffre site,
producing ethylene from natural-gas-derived ethane. In 1997, the Joffre facility ran at full capacity, producing



Steady North American demand for polyethylene is expected to partially offset anticipated weakness in
Asian demand levels in the near term. A 6% increase in North American polyethylene production capacity is
expected in 1998, adding an estimated 2.2 billion pounds of incremental capacity. As a result, operating rates are
expected to remain below 90% in 1998 and 1999. Combined with an expected surplus of ethylene, these
polyethylene capacity additions and the potential side effects of the Asian crisis are expected to contribute to low
North American polyethylene prices through most of 1998 and 1999.





Methanex 1997 earnings

NOVA Chemicals’ approximately 27% interest in Methanex contributed $57 million to net income in 1997,
an increase of $40 million from the $17 million contributed in 1996 prior to a $32 million asset write-down.

The significant improvement in earnings was largely due to higher sales volumes and a higher average
realized price of U.S.$0.56 per gallon, compared with U.S.$0.45 per gallon in 1996.

NGC Corporation

NGC Corporation (NGC) is a leading gatherer, processor, transporter and marketer of energy products and
services in North America and the United Kingdom. Through THE ENERGY STORESM, NGC offers a
multi-commodity energy products and services resource that provides natural gas, natural gas liquids, electricity
and crude oil. NOVA Chemicals has an approximately 26% interest in NGC. At $972 million, the market value
of NOVA Chemicals’ investment at the end of 1997 was more than double the original purchase price in 1994.

In 1997, NGC integrated the operations of Chevron’s midstream natural gas and natural gas liquids
operations. NGC also purchased Destec Energy, Inc., an independent power producer, resulting in a significant
overall increase in the scope of NGC’s business.

Despite strong growth in marketed volumes, NGC’s profitability was negatively affected by both lower
trading margins and higher levels of general, administrative and interest expenses associated with the company’s
expanded scope.

NGC also undertook a restructuring process in its natural gas liquids and crude oil business which resulted
in a significant write-down in 1997, NOVA Chemicals’ share of which was $57 million.

NGC Corporation 1997 earnings

NOVA Chemicals’ approximately 26% equity investment in NGC contributed $29 million in earnings, down
from $41 million in 1996. A tightening of the natural gas and natural gas liquids trading margins realized in the
first quarter of 1997 and higher levels of general, administrative and interest expenses associated with NGC’s
expanded scope of operations were the primary reasons for this drop in earnings.

NGC also reported a write-down during the fourth quarter, NOVA Chemicals’ share of which was
$57 million. This charge to earnings relates primarily to NGC’s planned restructuring in its natural gas
processing, natural gas liquids and crude oil business.

THE ENERGY STORESM is a registered service mark of NGC Corporation.
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ADDITIONAL INFORMATION

Additional information, including directors’ and officers’ remuneration and indebtedness, principal holders
of NOVA Chemicals’ securities, options to purchase securities and interests of insiders in material transactions,
in each case where applicable, is contained in the Annual Filing of Reporting Issuer of NOVA Chemicals dated
April 16, 1998.

Additional financial information is provided in the 1997 audited comparative Consolidated Financial
Statements, together with the auditors’ report thereon included on the following pages.

A copy of NOVA Chemicals’ Annual Filing of Reporting Issuer referred to above, as well as a copy of this
Annual Information Form and of any interim financial statements of NOVA Chemicals subsequent to the 1997
audited comparative Consolidated Financial Statements, may be obtained by any person without charge by
writing to:

NOVA Chemicals Ltd.
645 Seventh Avenue S.W.
Calgary, Alberta, Canada
T2P 4G8









NOVA CHEMICALS LTD.

CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended December 31

1997 1996 1995

(Millions of dollars)

Operating activities



NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997

1. Basis of Presentation and Summary of Significant Accounting Policies

NOVA Chemicals Ltd. (‘‘NOVA Chemicals’’ or the ‘‘Corporation’’) is incorporated under the Business
Corporations Act (Alberta) and is a wholly-owned subsidiary of NOVA Corporation (‘‘NOVA’’). The
Corporation is the primary entity through which NOVA’s petrochemicals operations and business
is conducted.

The consolidated financial statements include the accounts of the Corporation, its subsidiaries, and the
proportionate share of the accounts of its joint ventures. They have been prepared by management on the
historical cost basis in accordance with accounting principles generally accepted in Canada and conform in
all material respects with International Accounting Standards. These accounting principles are different in
some respects from those generally accepted in the United States and the significant differences are
described in Note 21, ‘‘United States Accounting Principles’’. Preparation of these consolidated financial
statements requires estimates and assumptions that affect amounts reported and disclosed in the financial
statements and related notes. Actual results could differ from those estimates. All amounts are reported in
Canadian dollars unless otherwise indicated.



NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997

Investments

Investments in affiliates in which the Corporation exercises significant influence, but not control, are
accounted for by the equity method. Under this method, the investment is carried at cost plus the related
share of undistributed earnings. Other investments are carried at cost.

Joint Ventures

NOVA Chemicals applies the proportionate consolidation method of accounting for its investments in joint
venture operations. A joint venture is an economic activity in which NOVA Chemicals and its co-venturers
have agreed to jointly share, on a continuing basis, the power to determine the venture’s strategic operating,
investing and financing policies. Under the proportionate consolidation method, NOVA Chemicals records,
on a line-by-line basis within its financial statements and notes, its pro-rata share of the joint venture’s
assets, liabilities, revenues, expenses and cash flows.
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NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997

The following is summarized financial information for Methanex.(1)

Year ended December 31

1997 1996 1995

(Millions of dollars)

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,799 $1,290 $1,715
Operating expenses and depreciation . . . . . . . . . . . . . . . . . . . . . . . . $1,451 $1,157 $1,299
Net income (loss)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 280 $ (11) $ 275

Year ended December 31

1997 1996 1995

(Millions of dollars)

Current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,198 $ 916 $ 850
Property, plant and equipment and other assets . . . . . . . . . . . . . . . . 1,624 1,509 1,573





NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997

8. Accounts Payable and Accrued Liabilities

December 31

1997 1996 1995

(Millions of dollars)
Accounts payable

Trade . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $261 $ 204 $ 193
Other





NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997

11. Common Shares

Authorized

Unlimited number of voting common shares without par value.

Issued and Outstanding

Changes in common share capital during 1997, 1996 and 1995 are summarized below:
1997 1996 1995

Number of Millions of Number of Millions of Number of Millions of
Shares Dollars Shares Dollars Shares Dollars

Beginning of Year(1) . . . . . . . . 13,000,008 $722 13,000,006 $722 13,000,006 $629
Shares issued by











NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997

19. Segmented Information

NOVA Chemicals operates its petrochemicals business under the following principal business segments:

(a) Financial Information by Business Segment
December 31

1997 1996 1995

(Millions of dollars)

Revenue
Olefins and polyolefins



NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997

(b) Financial Information on Cost-of-Service/Non-Cost-of-Service Operations
December 31

1997 1996 1995

(Millions of dollars)

Revenue
Cost-of-service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 427 $ 413 $ 368
Non-cost-of-service



NOVA CHEMICALS LTD.







NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997

U.S. accounting principles only allow CTA realization when there is a partial or complete sale or liquidation of an investment
in a foreign affiliate. Canadian principles allow CTA realization when there has been a reduction in the net foreign investment
as a result of a dividend distribution.

(4) U.S. accounting principles require that all research and development costs be expensed as incurred. Canadian principles allow
capitalization of development costs if certain criteria are satisfied.

(5) U.S. accounting principles require an allocation of fixed production overhead to inventory. Canadian accounting principles
allow these costs to be expensed during the period.

(6) U.S. accounting principles require companies to recognize deferred income taxes based on the liability method whereas
Canadian accounting principles require that the deferral method be used. Under the U.S. basis companies are also required to
record deferred income tax liabilities and long-term receivables for deferred income taxes to be collected from cost-of-service
customers in future years. These amounts are not recorded under the Canadian basis.

(7) Methanex reached a settlement with Revenue Canada in 1996 regarding the reassessment of their 1988 income tax return.



 The method followed by NOVA













NOVA CHEMICALS LTD.

CONSOLIDATED BALANCE SHEET

March 31 December 31
1998 1997

(unaudited)
(millions of dollars)

ASSETS

Current Assets
Receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 412 $ 442
Advances to parent and affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262 257
Inventories





NOVA CHEMICALS LTD.

CONSOLIDATED STATEMENT OF CASH FLOWS

Three Months Ended

March 31 March 31
1998 1997

(unaudited)
(millions of dollars)

Operating activities
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27 $ 72
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61 59



NOVA CHEMICALS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(millions of dollars)
(unaudited)

1. Basis of Consolidated Financial Presentation
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COMPILATION REPORT

To the Directors of
TransCanada PipeLines Limited and
NOVA Corporation

We have reviewed, as to compilation only, the accompanying unaudited pro forma consolidated balance
sheet of EnergyCo. as at December 31, 1997 and the unaudited pro forma consolidated statement of income for
the year ended December 31, 1997 which have been prepared for inclusion in the Joint Circular of TransCanada









ENERGYCO.

NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

3.



ENERGYCO.

NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

4. Pro Forma Segmented Information

Year Ended
December 31, 1997



ENERGYCO.

NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

5. Supplementary Financial Information

Year Ended
December 31, 1997



ENERGYCO.

NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(unaudited)

7. Significant Differences Between Canadian and U.S. GAAP (Continued)
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COMPILATION REPORT

To the Directors of
NOVA Corporation and TransCanada PipeLines Limited

We have reviewed, as to compilation only, the accompanying unaudited pro forma consolidated balance
sheet of NOVA Chemicals as at December 31, 1997 and the unaudited pro forma consolidated statement of
income for the year ended December 31, 1997 which have been prepared for inclusion in the Joint Circular of
NOVA Corporation and TransCanada PipeLines Limited dated  , 11, 198. Ion uar pintioy, the pro formf















APPENDIX M

United States Prospectus

TRANSCANADA PIPELINES LIMITEDThis United States Prospectus offers common shares of TransCanada PipeLines Limited issuable under itsDividend Reinvestment and Share Purchase Plan to United States residents. This United States Prospectus is

comprised of this cover page, together with the Canadian brochure appearing at pages M-C-1 through M-C-6,













Tax Considerations

The following is a general description of the Canadian income tax issues affecting participants in the Plan
based on the laws and administrative policies in effect on December 5, 1996.

Shareholders should consult tax advisors in their country of residence about the tax consequences which will
result from their participation in the Plan.

Residents of Canada

Under the Income Tax Act (Canada) and the Taxation Act (Quebec), the cost of the common shares
acquired pursuant to this Plan will equal the amount paid therefor, namely:

(a) for common shares purchased with cash dividends on the Company’s common or preferred shares, the
cost will be 95% of the Average Market Price; and

(b) for common shares purchased with optional cash payments, the cost will be 100% of the Average
Market Price.

These Acts also require that the cost of all common shares acquired after 1971 be averaged.
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