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Dear Sit/Madam:

Re: Multilateral Instrument 52-111

We thank you for providing this opportunity to provide comments on the proposed rule. TransCanada
Corporation is one of Canada’s largest energy infrastructure companies and is listed on the Toronto and
New York stock exchanges as well as being an active participant in the capital markets of both Canada
and the United States. Given our interlisted status, we will be taking advantage of the exemption
provided in the proposed rule for issuers who will be implementing the internal control report
requirements found in Section 404 of the Sarbanes-Oxley Act.

As with other interlisted Canadian companies, the process of becoming compliant with Section 404 has
been a costly, intensive, enterprise wide effort that has been ongoing for almost two years.

As a consequence of our experience, we are pleased to provide some general comments and
obscrvations which we hope will be of assistance to the Canadian Securities Administrators (“CSA”).




Our first comment would be that the CSA should carefully consider the appropriateness of full
adherence to the U S. process which we are now aware has been criticized as being too mechanical and
leading to a “check-box” approach to compliance rather than fostering a more top down, principled and
risk based approach. We believe that there is much to learn from the current U S, experience and where
possible our approach in Canada should be to learn from that expetience. This is particularly so given
the Canadian capital markets include a significant number of smaller companies and other entities that
do not necessarily have the human resources and financial capacity to propetly meet the requirements of
the proposed rule.

Notwithstanding this concern, we are fully supportive of the need to continue to have the Chief
Executive Officer and the Chief Financial Officer certify the fair presentation of financial statements
and their responsibility for establishing and maintaining “internal control over financial reporting”.
However, we do not believe there is the need for a company’s auditor to issue an internal control audit
report. Management continues to have the responsibility to maintain an appropriate level of internal
control over financial reporting. It is our view that it is not necessary fot auditors to separately report on
the adequacy of a company’s internal control report.

We are also concerned relative to the requirement to have an assessment of internal control over
financial reporting of joint ventures and variable interest entities particularly in situations whete one of
the joint venturer’s may not have a reporting requirement or where the company who is required to
report has no effective level of control over the joint venture This does not appear to be a practical or
wotkable recommendation.

We would also point out that our exercise to become SOX 404 compliant has revealed that the level of
internal control over financial reporting and how those controls are implemented as well as their scope
vary from industty to industry and are dependent on the size and sophistication of the company
involved. In the Canadian circumstance, we believe the proposed rule will place an unnecessary burden
on smaller companies and we endoise the position taken by many commentators that the CSA move
forward on this initiative at a measured and considered pace taking into account the U.S. experience.
We also believe further consultation with industty and other interested groups would provide additional
input for consideration by the CSA.

We thank you for the opportunity to comment and are available to discuss the proposed rule in more
detail with the CSA should the opportunity present itself

Rus
Executive Vice-President, Corporate Development
and Chief Financial Officer




