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AICO

Dear Share Owner:

We are pleased to invite you to attend the annual and spécial meeting of share owners of ATCO Ltd. (the
“Corporation”) to be held in the Crystal Ballroom, The Fairmont Palliser Hotel, 133 - 9th Avenue S.W.,
Calgary, Alberta, at 10:00 a.m. on Thursday, May 11, 2006.

Share owners will be asked to approve an amendment to the articles of the Corporation to increase the
limit on the number of Preferred Shares the Corporation is authorized to issue. Increasing the limit on
the authorized number of Preferred Shares will provide the Corporation with additional capital funding
flexibility, and we believe this will be in the best interests of the Corporation. Share owners will also be
asked to elect directors and appoint the auditor.

All share owners of the Corporation are entitled to vote on the proposed amendment to the articles, but
only the owners of Class II Voting Shares are entitled to vote to elect directors and appoint the auditor.

Your meeting materials are enclosed. If you are unable to attend the meeting, please complete and sign
the proxy and return it in the envelope provided for that purpose.

We hope you will join us after the meeting for some light refreshments.

Sincerely,

R.D. Southern N.C. Southern

Chairman of the Board President & Chief Executive Officer
Calgary, Alberta

March 2, 2006



ATCO LTD.

NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS

The annual and special meeting of shareholders of ATCO Ltd. will be held in the Crystal Ballroom, The
Fairmont Palliser Hotel, 133 - 9th Avenue S.W., Calgary, Alberta, at 10:00 a.m. on Thursday, May 11,
2006, for the following purposes:

(@) to receive the consolidated financial statements for the year ended December 31, 2005,
accompanied by the report of the auditor;

(b) to elect the directors;
(©) to appoint the auditor;

(d) to consider and, if thought advisable, to pass a special resolution amending the atticles of the
Corporation to increase the limit on the number of Preferred Shares the Corporation is authorized
to issue; and

(e) to transact such other business as may properly come before the meeting or any adjournment
thereof.

All shareholders of the Corporation are entitled to vote on the special resolution to amend the articles of
the Corporation to increase the limit on the number of Preferred Shares the Corporation is authorized to
issue, but only the holders of Class II Voting Shares are entitled to vote on the election of directors and
the appointment of the auditor.

Shareholders may have the right to dissent in respect of the special resolution described in (d) above and
to be paid fair value for their shares. This right and the procedures to be followed to exercise this right
are described in the management proxy circular.

Shareholders may attend the meeting in person or may be represented by proxy. Shareholders who are
unable to attend the meeting in person are requested to complete and sign the accompanying form of
proxy and return it in the envelope provided to reach ATCO Ltd., ¢/o CIBC Mellon Trust Company, P.O.
Box 12005 Stn BRM B, Toronto, Ontario, M7Y 2K5, not later than 5:00 p.m. Eastern Daylight Time on
Tuesday, May 9, 2006.

By order of the Board of Directors.

P. Spruin

Corporate Secretary

Calgary, Alberta
March 2, 2006



ATCO

MANAGEMENT PROXY CIRCULAR

Solicitation of Proxies

This management proxy circular is furnished in connection with the solicitation by the
management of ATCO LTD. (the “Corporation”) of proxies to be used at the annual and
special meeting of shareholders of the Corporation, and at any adjournment thereof, for the
purposes set forth in the accompanying notice. The cost of solicitation by management will be
borne by the Corporation.

The Corporation has retained Georgeson Shareholder Communications Canada Inc. (“Georgeson
Shareholder”), 100 University Avenue, 11™ Floor, South Tower, Toronto, Ontario, M5J 2Y1 at a fee of
approximately $50,000 to aid in the solicitation of proxies from individual and institutional investors in
Canada and the United States. If you have questions about the information contained in this
management proxy circular or require assistance in completing your proxy form, please call Georgeson
Shareholder at 1-866-595-5252.

Appointment of Proxyholders and Revocation of Proxies

The persons named in the accompanying form of proxy are directors of the Corporation. A shareholder
entitled to vote at the meeting has the right to appoint a person or company to represent the shareholder
at the meeting other than the persons designated in the accompanying form of proxy. This right may be
exercised either by striking out the names of the persons designated in the accompanying form of proxy
and inserting in the space provided the name of the person appointed or by completing and executing
another proper form of proxy. A shareholder desiring to be represented at the meeting by a proxyholder
must deposit a proxy with the Corporation at the address set forth in the accompanying notice not later
than 5:00 p.m. Eastern Daylight Time on Tuesday, May 9, 2006.

A shareholder may revoke a proxy by depositing an instrument in writing executed by the shareholder or
by the shareholder’s attorney authorized in writing with the Corporation, c/o CIBC Mellon Trust Company,
Attention: Proxy Department, 200 Queens Quay East, Unit 6, Toronto, Ontario, M5A 4K9, at any time up
to and including the last business day preceding the day of the meeting, or any adjournment thereof, at
which the proxy is to be used, or with the chairman of the meeting on the day of the meeting or any
adjournment thereof.

Exercise of Discretion by Proxyholders

All shares represented by a proxy will be voted or withheld from voting in accordance with the
instructions of the shareholder on any ballot that may be called for, and if the shareholder specifies a
choice with respect to any matter to be acted upon, the shares will be voted accordingly. In the
absence of such instructions, all of such Class II Voting Shares will be voted in favour of the
election of the directors, the appointment of the auditor and the amendment to the articles
of the Corporation to increase the limit on the number of Preferred Shares the Corporation is
authorized to issue. In the absence of such instructions, all of such Class I Non-Voting
Shares and Preferred Shares will be voted in favour of the amendment to the articles of the




Corporation to increase the limit on the number of Preferred Shares the Corporation is
authorized to issue. The accompanying form of proxy confers discretionary authority upon the persons
named therein with respect to amendments to matters identified in the notice of the meeting and other
matters that may properly come before the meeting. The management of the Corporation is not aware
of any amendments or other matters. If any such amendments or matters should properly come before
the meeting, the persons named in the accompanying form of proxy will vote on such matters in
accordance with their best judgment.

Class I Non-Voting Shares, Class II Voting Shares, Preferred Shares and Principal Holders

The Class I Non-Voting Shares, the Class II Voting Shares and the Preferred Shares of the Corporation
are entitled to be voted at the meeting on the special resolution to amend the articles of the Corporation
to increase the limit on the number of Preferred Shares the Corporation is authorized to issue, but only
the Class II Voting Shares may be voted for the election of directors and the appointment of the auditor.
As at March 2, 2006, there were 53,039,346 Class I Non-Voting Shares, 6,960,018 Class II Voting Shares
and 6,000,000 Preferred Shares outstanding. Each Class I Non-Voting Share, each Class II Voting Share
and each Preferred Share entitles the holder thereof to one vote at the meeting.

The record date for the meeting is March 22, 2006. Shareholders whose names are entered in the
applicable register at the close of business on that date will be entitled to receive notice of and to attend
and vote at the meeting. If a shareholder transfers the ownership of any shares after the record date
and the transferee of those shares establishes ownership of the shares and demands, not later than 10
days before the meeting, to be included in the list of shareholders eligible to vote at the meeting, then
such transferee will be entitled to vote those shares at the meeting.

To the knowledge of the directors and officers of the Corporation, the only person who beneficially owns,
directly or indirectly, or controls or directs shares of the Corporation carrying 10% or more of the votes
attached to any class of voting securities of the Corporation is R.D. Southern. R.D. Southern beneficially
owns 2,000 Class II Voting Shares of the Corporation and is the controlling shareholder of Sentgraf
Enterprises Ltd., which owns 5,723,760 Class II Voting Shares. These combined shareholdings represent
82.2% of the outstanding Class II Voting Shares.

Each Class II Voting Share may be converted into one Class I Non-Voting Share at any time at the
shareholder's option. In the event an offer to purchase Class II Voting Shares is made to all holders of
Class 1I Voting Shares and is accepted and taken up by the holders of a majority of such shares pursuant
to such offer, and provided an offer is not made to the holders of Class I Non-Voting Shares on the same
terms and conditions, the Class I Non-Voting Shares shall be entitled to the same voting rights as the
Class II Voting Shares. The two classes of shares rank equally in all other respects.

Voting by Non-Registered Shareholders

Shareholders who do not hold their shares in their own name (“non-registered shareholders”) may have
their shares voted at the meeting by providing voting instructions to their nominee, which is usually a
trust company, broker or other financial institution. Nominees will typically seek voting instructions by
sending with this circular a voting instruction form instead of a form of proxy. A voting instruction form
can be used only to provide voting instructions to a non-registered shareholder’s nominee. Every
nominee has its own signing and return instructions, which non-registered shareholders must follow to
ensure that their shares are voted at the meeting.

Alternatively, non-registered shareholders may attend the meeting and vote their shares as proxyholder
by entering their own name in the space provided on the voting instruction form supplied by their
nominee and following the signing and return instructions. Non-registered shareholders who follow this
procedure will be recognized at the meeting as proxyholders and will be permitted to vote their shares in
that capacity.



FINANCIAL STATEMENTS

The consolidated financial statements of the Corporation for the year ended December 31, 2005, along
with the auditor’s report, will be placed before the meeting. Copies of the financial statements may be
obtained from the Corporate Secretary upon request and will be available at the meeting. The
statements are also available on the Corporation’s website at www.atco.com and on SEDAR at
www.sedar.com.

ELECTION OF DIRECTORS

The management of the Corporation, on behalf of the Corporate Governance - Nomination,
Compensation and Succession Committee, proposes to nominate, and the persons named in the
accompanying form of proxy intend to vote for the election as directors of the Corporation, the persons
whose names are set forth below. The management of the Corporation does not contemplate that any of
the nominees will be unable to serve as a director. Each director elected will hold office until the close of
the next annual meeting of shareholders of the Corporation.

All of the nominees are currently directors and have been for the periods indicated.

Served as | Province/State Shares of the Corporation and its
a Director | and Country of Subsidiaries Beneficially Owned,
Name and Principal Occupation Since Residence Controlled or Directed ¢ ®
W.L. Britton, Q.C. ®® 1975 Alberta, Canada | ATCO Ltd. - 30,228 Class I Non-Voting and
Vice Chairman of the Board of the Corporation 7,870 Class II Voting Shares
and Canadian Utilities Limited Canadian Utilities Limited - 2,000 Class A non-

voting shares

B.P. Collomb 1999 Paris, France ATCO Ltd. - 4,000 Class I Non-Voting and 400
Chairman, Lafarge S.A. Class II Voting Shares
(building materials company)

B.P. Drummond & & ® 1968 Quebec, Canada | ATCO Ltd. - 11,700 Class I Non-Voting and
Corporate Director 7,800 Class II Voting Shares

Canadian Utilities Limited - 6,000 Class A non-
voting shares

B.K. French @@ ® € 1982 Alberta, Canada | ATCO Ltd. - 16,800 Class I Non-Voting and
President, Karusel Management Ltd. 5,800 Class II Voting Shares
(property management and management Canadian Utilities Limited - 4,400 Class A non-
consuiltants) voting and 700 Class B common shares, 1,000
Series W and 2,000 Series X Second Preferred
Shares
Rt. Hon. D.F. Mazankowski, P.C., 0.C.,, AO.E, 1999 Alberta, Canada | ATCO Ltd. - 1,000 Class I Non-Voting and
D.Eng., LL.D. 1,000 Class II Voting Shares
Business Consultant and Corparate Director Canadian Utilities Limited - 4,000 Class A non-

voting and 1,300 Class B common shares

H.M. Neldner ) ® 1997 Alberta, Canada | ATCO Ltd. - 16,000 Class I Non-Voting Shares

Corporate Director Canadian Utilities Limited - 3,000 Class A non-
voting shares




Served as Province/State Shares of the Corporation and its

a Director | and Country of Subsidiaries Beneficially Owned,
Name and Principal Occupation Since Residence Controlled or Directed (}?
N.C. Southern , 1989 Alberta, Canada | ATCO Ltd. - 54,584 Class I Non-Voting and
President & Chief Executive Officer of 21,300 Class II Voting Shares

h j i ilities Limi
tneCorporation and Canadian Utiities Limited Canadian Utilities Limited - 1,850 Class A non-

voting and 2,500 Class B common shares

R.D. Southern, C.B.E, 0.C,, LLD."® 1963 Alberta, Canada ATCO Ltd. - 11,768,083 Class 1 Non-Voting
Chairman of the Board of the Corporation and and 5,725,760 Class II Voting Shares
Canadian Utilities Limited Canadian Utilities Limited - 188,904 Class A

non-voting and 144,804 Class B common
shares, 20,000 Series Q, 320,000 Series W,
and 120,000 Series X Second Preferred Shares

L.C. van Wachem, K.B.E. 1993 Wassenaar, ATCO Ltd. - 50,000 Class I Non-Voting Shares
Chairman, Global Crossing Limited The Netherlands Canadian Utilities Limited - 4,000 Class A non-
(telecommunication network) voting shares

C.W. Wilson @ 9 ® 2002 Colorado, USA ATCO Ltd. - 8,000 Class I Non-Voting Shares
Corporate Director and Lead Director of the Canadian Utilities Limited - 10,000 Class A
Corporation non-voting shares

Notes:

(1) The information as to shares beneficially owned or controlled has been furnished by the nominees.

(2) Figures have been adjusted to reflect the two-for-one stock split by way of stock dividend paid on September 15, 2005.

(3) Member of the Corporate Governance - Nomination, Compensation and Succession Committee.

(4) Member of the Audit Committee.

(5) Member of the Risk Review Committee.

(6) Member of the Crisis Management Committee.

(7) An associate of R.D. Southern, other than Sentgraf Enterprises Ltd., owns 3,296 Class I Non-Voting and 1,648 Class II Voting Shares of
the Corporation. Shares held by this associate are not included in the shareholdings of R.D. Southern.

(8) Canadian Airlines Corporation filed for protection under the Companies’ Creditors Arrangement Act within one year after R.D. Southern
resigned as a director.

APPOINTMENT OF AUDITOR

The persons named in the accompanying form of proxy intend to vote for the appointment of
PricewaterhouseCoopers LLP as the auditor of the Corporation to hold office until the next annual
meeting of shareholders of the Corporation. Price  Waterhouse, the predecessor of
PricewaterhouseCoopers LLP, was first appointed as the auditor of the Corporation in 1963.

AMENDMENT TO ARTICLES TO INCREASE THE LIMIT ON THE NUMBER OF AUTHORIZED
PREFERRED SHARES

At the meeting, the shareholders of the Corporation will be asked to consider and, if deemed advisable,
approve, by separate class votes, a special resolution to amend the articles of the Corporation to increase
the limit on the number of Preferred Shares the Corporation is authorized to issue.

The articles of the Corporation currently limit the number of Preferred Shares the Corporation is
authorized to issue to 8,000,000. There are 6,000,000 Preferred Shares currently outstanding, which are
designated as 5.75% Cumulative Redeemable Preferred Shares, Series 3. In addition, a total of 600,000
Preferred Shares have previously been issued and subsequently redeemed and cancelled. As a result, the
remaining limit on the number of Preferred Shares the Corporation is authorized to issue is 1,400,000
shares.

Management and the Board of Directors (the “Board”) of the Corporation believe it to be in the best
interests of the Corporation to increase the number of Preferred Shares the Corporation is authorized to



issue from the limit currently set forth in the Corporation’s articles to 20,000,000. Increasing the limit on
the number of Preferred Shares provides the Corporation with additional capital funding flexibility.

Pursuant to the requirements of the Business Corporations Act (Alberta), the holders of the Class I Non-
Voting Shares, the Class II Voting Shares and the Preferred Shares will be asked to approve, by separate
class votes, a special resolution to increase the limit on the number of Preferred Shares the Corporation is
authorizad to issue to 20,000,000. The text of the special resolution is attached as Schedule A.

The special resolution requires the approval of not less than 66 2/3% of the votes cast in person or by
proxy at the meeting in respect thereof by the holders of each class of shares. Unless directed otherwise,
designated proxyholders will vote in favour of the special resolution.

Holders of the Class I Non-Voting Shares and holders of the Class II Voting Shares have a right to dissent
pursuant to section 191 of the Business Corporations Act (Alberta) in respect of the special resolution to
increase the limit on the number of Preferred Shares the Corporation is authorized to issue. See “Rights
of Dissenting Shareholders”.

Rights of Dissenting Shareholders

The following summary of the rights of dissenting shareholders is qualified in its entirety by reference to
the text of section 191 of the Business Corporations Act (Alberta) which is attached to this management
proxy circular as Schedule B.

A holder of Class I Non-Voting Shares or Class II Voting Shares who objects to the increase of the limit
on the number of Preferred Shares the Corporation is authorized to issue is entitled to dissent and to be
paid by the Corporation the fair value of the shares determined as of the close of business on the last
business day before the day on which the special resolution was adopted. A shareholder may dissent
only with respect to all the shares of a class held by the shareholder or all the shares of a class held by
the shareholder on behalf of any one beneficial owner and registered in the shareholder’s name. As only
registered shareholders are entitled to dissent, beneficial owners of shares who wish to dissent must
either have their shares registered in their names prior to the meeting or arrange for the registered
holders of their shares to dissent on their behalf.

To dissent, a shareholder must send to the Corporation a written objection to the special resolution in
respect of which the shareholder wishes to dissent. The written objection must either be sent to the
Corporate Secretary of ATCO Ltd. at 1400 ATCO Centre, 909 — 11th Avenue S.W., Calgary, Alberta, T2R
1N6, before the meeting or deposited with the chairman of the meeting. If the shareholder and the
Corporation cannot agree on the fair value for the shares, either the Corporation or the dissenting
shareholder may apply to the Court of Queen’s Bench (Alberta) (the "Court™) by originating notice after
the adoption of the special resolution to fix the fair value. Upon an application being made the
Corporation is obliged, unless the Court otherwise orders, to send to each dissenting shareholder a
written offer to pay the shareholder an amount considered by the directors of the Corporation to be the
fair value of the holder's shares and a statement showing how the fair value was determined. A
dissenting shareholder may accept the Corporation’s offer at any time before the Court fixes the fair
value of his shares. If the Corporation’s offer is not accepted, the Court must make an order fixing the
fair value of the shares, giving judgment in the amount in favour of each dissenting shareholder and
determining the time in which the Corporation must pay the amount. The Court may also in its discretion
allow a reasonable rate of interest. A dissenting shareholder is not required to give security for costs in
respect of a court application and, except in special circumstances, is not required to pay the costs of the
application or appraisal.

A dissenting shareholder ceases to have any rights as a shareholder of the Corporation other than the
right to be paid the fair value of the shareholder’s shares upon:




(@) the action approved by the resolution from which the shareholder dissents becoming effective;

(b) the making of an agreement between the Corporation and the shareholder for the purchase of
the shareholder's shares; or

(©) the pronouncement of an order by the Court respecting the fair value of the shareholder’s shares.

Prior to the occurrence of one of these events, the shareholder may withdraw the shareholder’s dissent
or the Corporation may rescind the resolution.

The Corporation may not make a payment to a dissenting shareholder if there are reasonable grounds for
believing that the Corporation is, or would after the payment be, unable to pay its liabilities as they
become due, or the realizable value of the Corporation's assets would thereby be less than the aggregate
of its liabilities. In such a case, the Corporation must notify each dissenting shareholder that it is unable
lawfully to pay for his shares. Each dissenting shareholder may then withdraw his notice of objection and
be reinstated to his full rights as a shareholder, failing which he retains his status as a claimant against
the Corporation to be paid when the Corporation is able to do so.

The above is only a summary of the provisions of section 191 of the Business Corporations Act (Alberta).
These provisions are technical and complex. It is suggested that any shareholder wishing to dissent seek
independent legal advice as the failure to comply strictly with the provisions of the Business Corporations
Act (Alberta) may prejudice the shareholder’s right to dissent.

SECTION 3.~ -COMPENSATION AND OTHER INFORM

EXECUTIVE COMPENSATION
Summary Compensation Table

The following table sets out information concerning the compensation during the last three fiscal years of
the Chief Executive Officer and the Chief Financial Officer of the Corporation and the three other
executive officers of the Corporation and its subsidiaries employed at December 31, 2005, who had the
highest individual aggregate salary and bonuses during 2005 (the “Named Executive Officers”). This
information reflects the compensation received by the Named Executive Officers from the Corporation
and its subsidiaries, including without limitation Canadian Utilities Limited and all of its subsidiaries, for
their services as executive officers in all capacities.

N.C. Southern, K.M. Watson, M.M. Shaw, S.W. Kiefer and S.R. Werth also served in 2005 in similar senior
executive positions with Canadian Utilities Limited, a subsidiary of the Corporation. Salary and bonus
amounts for these positions in ATCO Ltd. and Canadian Utilities Limited are determined annually on a
consolidated basis. ATCO Ltd.'s share of this consolidated amount is based on a number of
considerations, including the portion of the Corporation’s consolidated assets which ATCO Ltd.’s assets
other than Canadian Utilities Limited represent, the estimated portion of each executive officer's time
anticipated to be spent performing services as an executive officer of ATCO Ltd. and its subsidiaries other
than Canadian Utilities Limited and its subsidiaries, and decisions of the Alberta Energy and Utilities
Board.

In 2005 ATCO Ltd. paid 11% (11% in 2004, 11.5% in 2003) of the consolidated salary and bonus
amounts set out in the following table and Canadian Utilities Limited paid 89% (89% in 2004, 88.5% in
2003) of these amounts.



Other Annual Securities Under

Year Compensation Options/SARs All Other
Name and Principal Ended Salary ® | Bonus® @ Granted (¥ (0 Compensation
Occupation Dec 31 (%) ($) (3) (#) ($)
N.C. Southern © 2005 1,000,000 | 1,000,000 Nil 400,000/400,000 Nil
President & Chief Executive 2004 850,000 Nil Nil Nil/60,000 Nil
Officer 2003 800,000 | 300,000 Nil 40,000/60,000 Nil
K.M. Watson © 2005 300,000 370,000 il Nil/Nil Nil
Senior Vice President 2004 245,833 Nil Nil Nil/10,000 Nil
& Chief Financial Officer 2003 200,000 75,000 Nil 8,000/8,000 Nil

9

M.M. Shaw © 2005 420,000 | 560,000 Nl Nil/Nil 18,0002
Managing Director, Global 2004 400,000 Nil Nil Nil/20,000 16,500 P
Enterprises 2003 375,000 75,001 Nil 40,000/60,000 15,500
S.W. Kiefer © 2005 390,000 | 440,000 Nil Nil/Nil Nil
Managing Director, Utilities & 2004 350,000 | 100,000 Nil Nilj20,000 Nil
Chief Information Officer 2003 300,000 131,250 Nil 20,000/40,000 il
S.R. Werth 2005 310,000 | 360,000 Nil Nil/Nil Nil
Senior Vice President 2004 290,000 il Nil Nil/10,000 Nil
& Chief Administration Officer 2003 275000 | 103,125 Nil 8,000/8,000 il

Notes:
1

10% of the total of his or her annual salary and bonus.

(2)
(3)
(4)
(5)
(6)
(7)
(8)

was paid by Canadian Utilities Limited in 2005.

(9
(10)

Option/SAR Grants During 2005

Represents the amount contributed by Canadian Utilities Limited to M.M. Shaw's defined contribution pension.
Represents the aggregate number of options and SARs granted by the Corporation and Canadian Utilities Limited.

The value of perquisites and other personal benefits received by each Named Executive Officer was less than the lesser of $50,000 and

Figures have been adjusted to reflect the two-for-one stock split by way of stock dividend paid on September 15, 2005.
N.C. Southern also serves as President & Chief Executive Officer of Canadian Utilities Limited.

K.M. Watson also serves as Senior Vice President & Chief Financial Officer of Canadian Utilities Limited.

M.M. Shaw also serves as Managing Director, Global Enterprises of Canadian Utilities Limited.

S.W. Kiefer also serves as Managing Director, Utilities & Chief Information Officer of Canadian Utilities Limited.
S.R. Werth also serves as Senior Vice President & Chief Administration Officer of Canadian Utilities Limited.
Amounts shown reflect the total salary and bonus of the Named Executive Officers of which 11% was paid by the Corporation and 89%

The following table sets out the individual grants of options to purchase or acquire securities of the
Corporation or any of its subsidiaries and share appreciation rights ("SARs") made during 2005 to the
Named Executive Officers.

Market Value of
% of Total Securities
Securities Under Options/SARs Underlying
Options/SARs Granted to Exercise Options/SARs on
Granted Employees in 2005 Price the Date of Grant Expiration
Name (#) (%) ($/Security) ($/Security) Date
N.C. Southern
ATCO Ltd. 200,000/200,000 @ 100/100 29.08 29.08 January 1, 2015
Canadian Utilities Limited | 200,000/200,000 @ 98/100 30.245 30.245 January 1, 2015

Notes:
(1)
2

each of the first five anniversaries of the date of grant.

3)

annually on each of the first five anniversaries of the date of grant.

Figures have been adjusted to reflect the two-for-one stock split by way of stock dividend paid on September 15, 2005.
Stock options and share appreciation rights based on Class I Non-Voting Shares of the Corporation which vest as to 20% annually on

Stock options and share appreciation rights based on Class A non-voting shares of Canadian Utilities Limited which vest as to 20%




Aggregated Option/SAR Exercises During 2005 and Year-End Option/SAR Values

The following table sets out information regarding the exercise of options and SARs during 2005 by each
of the Named Executive Officers and the financial year-end value of unexercised options and SARs on an
aggregate basis.

Value of Unexercised in-the-Money
Securities Aggregate | Unexercised Options/SARs at Options/SARs at December 31,
Acquired on Value December 31, 2005 2005
Exercise V) Realized Exercisable | Unexercisable Exercisable Unexercisable
Name (#) ($) (#) (#) ($) ($)
N.C. Southern 82,000 ® 1,505,310 258,000 @ 212,000 @ 6,086,100 @ 2,605,600 @
142,000 @ 2,434,020 18,000 @ 242,000 @ 334,410 @ 3,132,640 @
120,000 @ 212,000 @ 2,619,660 ¢ 2,963,900 @
18,000 © 242,000 © 306,420 3,430,430 ©
K.M. Watson 13,400 @ 250,726 15,700 @ 2,400 @ 340,724 @ 46,320 @
12,000 ©® 188,300 6,600 © 6,400 @ 135,835 @ 114,860 @
15,100 @ 2,400 @ 329,010 @ 43,380 @
8,600 ® 6,400 © 165,690 © 103,060 ©
M.M. Shaw 16,000 4O 337,150 25,500 @ 12,000 @ 569,680 @ 231,600 @
8,000 (v 141,480 16,000 @ 26,000 © 324,070 © 484,480 ©
29,500 12,000 @ 691,620 @ 216,900 @
20,000 26,000 © 420,380 © 444,710 ©
S.W. Kiefer 10,000 ©2 157,400 32,500 @ 6,000 @ 727,140 @ 115,800 @
14,500 42 190,348 14,000 @ 20,000 @ 276,490 © 368,680 @
28,000 @ 6,000 @ 590,650 108,450 ©
14,000 © 20,000 © 254,540 © 336,260 @
S.R. Werth 20,000 @9 332,100 17,600 @ 2,400 @ 378,340 @ 46,320 @
2,600 @ 6,400 @ 48,015 @ 114,860 @
21,600 ¢ 2,400 @ 454370 @ 43,380 @
12,600 © 6,400 © 252,500 ©® 103,060 ©
Notes:
(1) Figures have been adjusted to reflect the two-for-one stock split by way of stock dividend paid on September 15, 2005.

@
(3)
(2
(5)
(6)
@
(8
&)
(10$)
(11)

(12)
(13)

(14)

Options to acquire Class I Non-Voting Shares of the Corporation.

Share appreciation rights based on Class I Non-Voting Shares of the Corporation.

Options to acquire Class A non-voting shares of Canadian Utilities Limited.

Share appreciation rights based on Class A non-veting shares of Canadian Utilities Limited.

Represents the exercise of 20,000 options to acquire Class 1 Non-Voting Shares of the Corporation and the exercise of 62,000 share appreciation
rights of the Corporation.

Represents the exercise of 92,000 options to acquire Class A non-voting shares of Canadian Utilities Limited and the exercise of 50,000 share
appreciation rights of Canadian Utilities Limited.

Represents the exercise of 5,400 options to acquire Class I Non-Voting Shares of the Corporation and the exercise of 8,000 share appreciation
rights of the Corporation.

Represents the exercise of 6,000 options to acquire Class A non-voting shares of Canadian Utilities Limited and the exercise of 6,000 share
appreciation rights of Canadian Utilities Limited.

Represents the exercise of 8,000 options to acquire Class I Non-Voting Shares of the Corporation and the exercise of 8,000 share appreciation
rights of the Corporation.

Represents the exercise of 4,000 options to acquire Class A non-voting shares of Canadian Utilities Limited and the exercise of 4,000 share
appreciation rights of Canadian Utilities Limited.

Represents the exercise of 10,000 share appreciation rights of the Corporation.

Represents the exercise of 4,500 options to acquire Class A non-voting shares of Canadian Utilities Limited and the exercise of 10,000 share
appreciation rights of Canadian Utilities Limited.

Represents the exercise of 10,000 options to acquire Class I Non-Voting Shares of the Corporation and the exercise of 10,000 share appreciation
rights of the Corporation.

Pension and Retirement Arrangements

Canadian Utilities Limited Pension Plan

The Named Executive Officers participate in The Retirement Plan for Employees of Canadian Utilities
Limited and Participating Companies (the “CU Plan”).

Canadian Utilities Limited has undertaken to provide K.M. Watson, M.M. Shaw, S.W. Kiefer and S.R.
Werth with pensions under a supplemental arrangement to compensate for limitations on defined benefit



pension benefits or on defined contribution pension contributions imposed by the Income Tax Act. The
supplemental arrangement, when included with the pension payable under the CU Plan, the estimated
Canada Pension Plan ("CPP") integration amount, and any amounts payable under pension plans or
supplemental arrangements of the affiliates of Canadian Utilities Limited, provides a pension based on
2% of the average salary, excluding bonuses, during the five consecutive years of employment when the
executive’s earnings were the highest, multiplied by the number of years of credited service, up to a
maximum of 35 years. Under the CU Plan, an executive may be entitled to receive a pension of up to
70% of the average of the highest five consecutive years of salary.

ATCO Structures Inc. Pension Plan

M.M. Shaw is an inactive participant in the Retirement Plan for Salaried Employees of ATCO Structures
Inc. and Participating Companies (the “ASI Plan” and collectively with the CU Plan, the “Plans”), with
accrued years of credited service of seven years, and is entitled to estimated annual pension benefits of
$14,000. M.M. Shaw ceased accruing further credited service under the ASI Plan on April 1, 1991,

ATCO Structures Inc. has undertaken to provide M.M. Shaw with a pension under a supplemental
arrangement which, when included with the pension payable under the ASI Plan, the estimated CPP
integration amount, and the CU Plan, provides a pension based on 2% of the average salary, excluding
bonuses, during the five consecutive years of employment when the executive’s earnings were the
highest, multiplied by the number of years of credited service, up to a maximum of 35 years.

Pension Plan Table

The following table sets forth the annual pension payable to K.M. Watson, M.M. Shaw, S.W. Kiefer and
S.R. Werth at normal retirement age 65, inclusive of all registered pension plans and supplemental
arrangements and the estimated CPP integration amount based on 2% of the average salary, excluding
bonuses, during the five consecutive years of employment when the executive’s earnings were the
highest, multiplied by the number of years of credited service up to a maximum of 35 years.

Remuneration Years of Service
$ 15 20 25 30 35
200,000 60,000 80,000 100,000 120,000 140,000
250,000 75,000 100,000 125,000 150,000 175,000
300,000 90,000 120,000 150,000 180,000 210,000
400,000 120,000 160,000 200,000 240,000 280,000
500,000 150,000 200,000 250,000 300,000 350,000
600,000 180,000 240,000 300,000 360,000 420,000
700,000 210,000 280,000 350,000 420,000 490,000
800,000 240,000 320,000 400,000 480,000 560,000

Note: For purposes of the supplemental arrangement, the calculation of annual pension payable assumes that the amount payable under the CU Plan
is the same regardless of whether a participant elects the defined benefit or defined contribution provisions of the CU Plan. For participants of the
defined contribution provisions, the actual pension payable at retirement will vary depending on the value of their investment account at retirement.




Years of credited service under the Plans as at December 31, 2005

Named Executive Officer Credited Service
N.C. Southern 10.00

K.M. Watson 27.75

M.M. Shaw 26.00

S.W. Kiefer 22.00

S.R. Werth 24.67
Employment Agreement

The Corporation has an employment agreement with N.C. Southern extending to February 1, 2007, and
continuing from year to year thereafter. The amount of salary and the value of benefits paid in 2005
under this agreement have been included in the Summary Compensation Table on page 7. Employment
of the executive officer may be terminated by the Corporation on notice equal to the greater of two years
and the remaining term of the agreement or payment in lieu of notice, and may be terminated by the
executive officer on 90 days notice.

Pursuant to her employment agreement with the Corporation, N.C. Southern is eligible upon retirement
to receive a pension of 70% of the average of the highest five years of income, including salary and
bonuses, during the last ten years of employment prior to retirement.

The pension payable to N.C. Southern under her employment agreement is inclusive of the pension
payable under the CU Plan.

N.C. Southern’s employment agreement provides for the payment of certain benefits upon the death or
total disability of the executive officer prior to retirement or termination. The amount of such benefits is
based on the executive officer's salary and is determined in accordance with formulas that take into
account amounts payable to the executive officer under the group life insurance policies and disability
income programs of the Corporation.

Composition of the Corporate Governance - Nomination, Compensation and Succession
Committee

The Corporate Governance - Nomination, Compensation and Succession Committee of the Board
("GOCOM") is responsible for recommending to the Board the compensation of executive officers. The
members of GOCOM are W.L. Britton, B.P. Drummond, B.K. French and C.W. Wilson.

Executive Compensation Structure and Policies

ATCO’s group-wide compensation philosophy, “competitive pay for competitive performance”, supports
the continued success of the Corporation, attempts to closely align the interests of officers and
shareholders, and is achieved through the following principles and objectives, as approved by GOCOM:

The Corporation’s compensation principles are as follows:

1. Establish total compensation target levels (the sum of base salary, short-term incentives and long-
term incentives) at the median of the relevant comparator markets. (Comparator markets are
comprised of General Industry and Utility/Alberta companies of similar size and scope of operations.)
Compensation can be increased to deliver pay above the median when corporate and individual
performance exceeds expectations in terms of year-over-year growth and relative performance as
measured against the relevant comparator markets.
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2. Provide a significant portion of overall compensation based on corporate and individual performance
which is to be paid in the event that prescribed targets are met or exceeded.

3. Establish the value of pensions, benefits and perquisites at the median of the relevant comparator
markets.

The Corporation’s compensation objectives are as follows:
1. Atftract, retain, and compensate talented executives in a highly competitive business environment.

2. Evaluate each executive officer position, from Vice President to Chief Executive Officer, on the
following factors and provide a base salary based on:

- the individual’'s demonstrated ability to perform the role,
skill requirements,
level of responsibility, and
market value of the role.

3. Compensate executives in a way that creates sustained shareholder value by:

ensuring all executives have an “at risk” component of total compensation that reflects their
ability to influence business outcomes and financial performance,

linking short-term incentives to prudent corporate performance and paying in the event that
prescribed targets and objectives are met or exceeded, and

linking long-term incentives to sustainable profitable growth.

Independent Advice

GOCOM reviews information from other corporations and published data, and from time to time engages
independent compensation consuitants to undertake market comparisons, gather information on
competitive compensation practices and provide advice on developing appropriate compensation
programs.

However, this market data is simply one piece of information taken into consideration. Generally, a set
weighting is not applied to each of these factors; rather, GOCOM considers them in totality, together with
any other considerations it determines relevant, in making its compensation decisions.

Components of Executive Compensation

Executive compensation consists of three main elements: base salary, short-term incentives (bonus),
and long-term incentives (stock options and share appreciation rights). The percentage of each element
of compensation is aligned with the executive’s responsibilities and ability to influence business results.
The incentive opportunity varies with an executive’s performance and level of responsibility and is
established in conjunction with regular reviews of competitive practice.

The three main elements of executive compensation are described below:

1.  Base Salary

Base salary provides a fixed level of income based on an individual’'s demonstrated ability to perform the
role, the market value of the role, and also having regard to the incumbent’s responsibilities, years of

service, potential for advancement, performance reviews by immediate superiors, and the assessment of
GOCOM. Base salary targets for each executive are reviewed and approved by GOCOM.
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2. Short-Term Incentive Plans

The short-term incentive plans reward executives based on a percentage of the officer’s salary, for the
achievement of predetermined strategic, operational and financial performance based on total
Corporation and/or Business Unit performance, or a combination thereof, and individual performance.

2.1 Performance Measures

Either total Corporation performance or a combination of total Corporation and Business Unit
performance is used to determine the short-term incentive. Performance is assessed against
predetermined strategic, operational and financial objectives, with awards based on the executive’s
contribution to annual results.

2.2 Short-Term Incentive Payouts

N.C. Southern, K.M. Watson, M.M. Shaw, S.W. Kiefer and S.R. Werth participate in an executive bonus
plan in which the amount of bonus earned for a financial year is based on achievement of predetermined
strategic, operational and financial objectives.

From time to time, GOCOM awards discretionary bonuses for especially notable accomplishments.
3. Long-Term Incentive Plans — Stock Options and Share Appreciation Rights

The long-term incentive plans are designed to reward sustainable profitable growth. As of December 31,
2005, 5,100,000 Class 1 Non-Voting Shares (9.63% of the number of outstanding Class 1 Non-Voting
Shares) were reserved for issuance in respect of options and options to purchase 4,022,000 Class I Non-
Voting Shares (7.59% of the number of outstanding Class I Non-Voting Shares) had been granted, of
which 1,396,500 had been exercised, 891,700 had been repurchased and 67,600 had been cancelled.
GOCOM may designate directors, officers and key employees of the Corporation and its subsidiaries to be
granted options to purchase Class I Non-Voting Shares at an exercise price equal to the weighted
average of the trading price of the shares on the Toronto Stock Exchange for the five trading days
immediately preceding the date of grant. The vesting provisions and exercise period, which cannot
exceed ten years, are determined at the time of grant. The aggregate number of shares reserved for
issuance to any one participant under the stock option plan or any other plan of the Corporation cannot
exceed 5% of the total number of Class I Non-Voting Shares issued and outstanding. Options are not
assignable and cannot be converted into share appreciation rights. Options terminate on the earlier of
their expiration or 90 days after a participant ceases to be a director, officer or employee for any reason
other than death, disability or retirement, in which case they terminate after two years.

In addition to the stock option plan, the Corporation has a share appreciation rights plan. GOCOM may
designate directors, officers and key employees of the Corporation and its subsidiaries to be granted
share appreciation rights based on the Class I Non-Voting Shares. The vesting provisions and exercise
period, which cannot exceed ten years, are determined at the time of grant. The holder is entitled on
exercise to receive a cash payment from the Corporation equal to any increase in the market price of the
Class I Non-Voting Shares over the base value of the share appreciation rights exercised. The base value
is equal to the weighted average of the trading price of the Class I Non-Voting Shares on the Toronto
Stock Exchange for the five trading days immediately preceding the date of grant. Rights are not
assignable and terminate on the earlier of their expiration or 90 days after a participant ceases to be a
director, officer or employee for any reason other than death, disability or retirement, in which case they
terminate after two years.

Canadian Utilities Limited has a stock option plan under which 6,400,000 Class A non-voting shares are
reserved for issuance in respect of options. The terms and conditions of the Canadian Utilities Limited
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stock option plan are the same as those of the Corporation’s plan. Canadian Utilities Limited also has a
share appreciation rights plan similar to the Corporation’s plan.

Equity Compensation Plan Information

Number of Securities
Remaining Available for
Future Issuance Under
Number of Securities to Equity Compensation Plans
be Issued Upon Exercise Weighted-Average Exercise (Excluding Outstanding
Plan Category of Outstanding Options Price of Outstanding Options Options)
Equity compensation plans
approved by shareholders
ATCO Ltd. 1,666,200 $18.96 1,145,600
Caznadian Utilities Limited 1,415,500 $21.59 2,747,200

Note: Figures have been adjusted to reflect the two-for-one stock split by way of stock dividend paid on September 15, 2005.
Compensation of the Chief Executive Officer

GOCOM monitors and assesses the performance of the Chief Executive Officer on the basis of strategic,
operational and financial performance and determines her compensation.

1. Base Salary

GOCOM annually reviews the performance of the Chief Executive Officer with respect to the leadership of
the Corporation based on a number of qualitative factors, including implementing and achieving the
strategic, operational and financial objectives for the ATCO Group.

2. Short-Term Incentive

The short-term incentive plan rewards the Chief Executive Officer, based on a percentage of her salary,
for the achievement of predetermined strategic, operational and financial performance of the Corporation
and for individual performance.

From time to time, GOCOM awards discretionary bonuses for especially notable accomplishments.
3. Llong-Term Incentives

The long-term incentive rewards to the Chief Executive Officer are based on her ability to achieve
sustainable profitable growth for shareholders of the Corporation.

Information on the base salary and short and long-term incentive award decisions for Ms. Southern and
the other Named Executive Officers made by GOCOM can be found in the Summary Compensation Table.

Submitted by the Corporate Governance - Nomination, Compensation and Succession Committee of the
Board of Directors.

W.L. Britton, Chairman
B.P. Drummond

B.K. French

C.W. Wilson
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Performance Graph
The graph below compares the five-year cumulative return on the Class I Non-Voting Shares and Class II

Voting Shares of the Corporation (assuming reinvestment of dividends) with the cumulative total return
of the S&P/TSX Composite Index.

Five Year Total Return on $100 Investment

$210 7
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70 -
\ 2000 2001 2002 2003 2004 2005

=@=Class I Non-Voting 100 102 97 111 139 198
="=(lass II Voting 100 103 97 11 136 194
=== SRP/TSX Composite 100 87 77 97 111 138

Note: Figures have been adjusted to reflect the two-for-one stock split by way of stock dividend paid on September 15, 2005.
Compensation of Directors

The following table sets forth the annual retainers and attendance fees paid to members of the Board
during 2005:

Directors’ Remuneration (%)

Annual Retainers
Director (V@ 80,000
Chairman of the Board © 250,000
Vice Chairman of the Board 50,000
Lead Director 30,000
Audit Committee Chairman 10,000
Audit Committee Members 5,000
Corporate Governance - Nomination, Compensation and Succession Committee Chairman 5,000
Risk Review Committee Chairman 5,000

Meeting Fees
Board Meeting 2,000
Meeting for routine administrative matters where nature of discussion is brief 800
Committee Meeting 800
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Notes:

(1) The directors’ annual retainer is paid in US dollars to Mr. van Wachem and Mr. Collomb.

(2) Effective January 1, 2006, the annual retainer was increased to $110,000 from $80,000.

(3) The Chairman of the Board's consolidated annual retainer is $250,000, of which $222,500, or 89%, is paid by Canadian Utilities
Limited.

Effective January 1, 2006, a minimum of $20,000 of a director’s annual retainer must be paid in Class 1
Non-Voting Shares of the Corporation. Directors have the option of receiving up to 50% of their annual
retainer in Class I Non-Voting Shares.

From time to time, the Board forms ad hoc committees to undertake special initiatives. The chairman
and members of any such ad hoc committees receive such fees as may be determined when any such ad
hoc committees are appointed. Ad hoc committees did not meet in 2005.

Directors are eligible to receive grants of options and share appreciation rights under the Corporation’s
long-term incentive plans. Other than as disclosed under "Option/SAR Grants During 2005”, there were
no grants of options or share appreciation rights to directors in 2005.

The Rt. Hon. D.F. Mazankowski, a director of the Corporation, has a consulting arrangement with
Canadian Utilities Limited, a subsidiary of the Corporation. Mr. Mazankowski received $50,000 in 2005
pursuant to this arrangement.

The Corporation has undertaken to provide certain non-employee directors with a retiring allowance
calculated in accordance with the following table.

Years of Service Multiple of Annual Retainer

Oto5s

61to 10
11to 15
16 to 20
21to 25
26 to 30
31to 35
36 to 40

CONOOUTDA WN =

During 2005, no retiring aliowances were paid.
Share Ownership Guidelines

In November 2005 the Corporation established share ownership guidelines for directors. Within five
years of being appointed to the Board of the Corporation, directors should directly or indirectly own
shares of the Corporation having an aggregate fair market value of at least $150,000. This ownership is
to be maintained for the duration the director remains on the Board.

Directors' and Officers' Liability Insurance

The Corporation and its affiliates have purchased insurance with an annual aggregate limit of
$175,000,000 for such corporations and their directors and officers. The premium paid by the
Corporation in the financial year ended December 31, 2005, was $1,008,000. No part of the premium
was paid by a director or officer. The Corporation is responsible for the first $1,000,000 of any loss and
there is no deductible in respect of claims against any director or officer.

-15 -




CORPORATE GOVERNANCE

The Board of the Corporation views effective corporate governance as an essential element for the
ongoing well-being of the Corporation and its shareholders. The Corporation strives to ensure that its
corporate governance practices provide for effective stewardship of the Corporation and evaluates its
practices on an ongoing basis. The corporate governance disclosure for the Corporation is attached to
this management proxy circular as Schedule C. Additional information regarding the Corporation’s Board
of Directors and its committees is set forth below.

The Board generally meets seven times a year and additionally during the year as the need arises. The
frequency and length of meetings and the nature of agenda items depend upon the circumstances.
Meetings are generally lengthy, detailed and well attended, and are conducted in an atmosphere which
encourages participation and independence. In addition to regularly scheduled Board and committee
meetings, the directors annually attend a comprehensive four to five day strategy session.
Round table discussion sessions are also held throughout the year. Information regarding the number of
Board and committee meetings held in 2005, together with attendance, is attached as Schedule E. The
Board mandate, attached to this proxy circular as Schedule D, outlines the roles and responsibilities of
the Board. The mandate is also available on the Corporation’s website at www.atco.com.

The Corporation is the successor to a corporation which commenced business in 1947 and was founded
by R.D. Southern and his father, Mr. S.D. Southern. As a founder of the Corporation and a significant
shareholder, R.D. Southern is closely identified with the Corporation by industry participants, the
investment community and the Corporation's shareholders. The Corporation’s business approach,
strategies, practices and culture have developed and evolved under Mr. Southern’s leadership.

Board Committees

The Board of the Corporation has four committees: the Audit Committee, Corporate Governance -
Nomination, Compensation and Succession Committee, Risk Review Committee and Crisis Management
Committee. The Board annually appoints committee members and reviews and approves the committee -
mandates. The Corporation does not have an executive committee. In addition, from time to time, ad
hoc committees of the Board are appointed to consider matters such as related party transactions and
other issues of importance to the Board and the Corporation.

Board Committees

Director Audit GOCOM Risk Review Crisis Management
W.L. Britton X X
B.P. Drummond X X X
B.K. French X X X X
H.M. Neldner X X
C.W. Wilson X X X
Audit Committee

Chairman: B.P. Drummond

This committee is responsible for the oversight of the quality and integrity of the accounting, auditing,
internal audit function and controls, management information systems and reporting practices of the
Corporation. The Audit Committee oversees the performance and compensation of the external auditor.
The information about the Audit Committee required by Multilateral Instrument 52-110 Audit Committees,
including the Audit Committee mandate, is disclosed on pages 28 to 31 of the Corporation’s annual
information form. The mandate is also available on the Corporation’s website at www.atco.com.
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Corporate Governance - Nomination, Compensation and Succession Committee
Chairman: W.L. Britton

This committee is responsible for succession planning and, in conjunction with the President & Chief
Executive Officer, assessing the performance of officers and determining executive compensation. This
committee reviews committee mandates prior to their submission to the Board and is responsible for
identifying and recommending potential candidates for the Board. Additional information relating to the
roles and responsibilities of this committee is available on the Corporation’s website at www.atco.com.

Risk Review Committee
Chairman: H.M. Neldner

This committee reviews significant risks identified by management which could materially affect the
Corporation’s ability to achieve its strategic or operational targets and which are associated with future
performance, growth and lost opportunities. This committee is responsible for ensuring that
management has procedures in place to mitigate identified risks. Additional information relating to the
roles and responsibilities of this committee is available on the Corporation’s website at www.atco.com.

Crisis Management Committee
Chairman: W.L. Britton

This committee is responsible for the monitoring of an effective response to crisis situations which may
affect the Corporation's employees, business affairs, the environment or the public.

ADDITIONAL INFORMATION

Additional information relating to the Corporation is available on SEDAR at www.sedar.com. Information
regarding the business of the Corporation is provided in the Corporation’s annual information form dated
February 22, 2006. Financial information is provided in the Corporation’s comparative consolidated
financial statements and the management’s discussion and analysis of financial condition and results of
operations for the year ended December 31, 2005. Copies of these documents and the Corporation’s
interim financial statements and additional copies of this management proxy circular may be obtained
upon request from the Corporate Secretary of the Corporation at 1400 ATCO Centre, 909 - 11th Avenue
S.W., Calgary, Alberta, T2R 1N6.

Corporate information, including our privacy commitment, is also available on the Corporation’s website:
www.atco.com.

DATED at Calgary, Alberta, this 2™ day of March, 2006.

V2 o

P. Spruin
Corporate Secretary
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BE IT RESOLVED as a special resolution that:

(1)

(2)

(3

Pursuant to subsection 173(1)(c) of the Business Corporations Act (Alberta), the share capital of
the Corporation is hereby amended by increasing the number of Preferred Shares the Corporation
is authorized to issue from 8,000,000 to 20,000,000;

Upon articles of amendment having become effective in accordance with the provisions of the
Business Corporations Act (Alberta), the articles of the Corporation shall be amended accordingly;

The directors of the Corporation may revoke this special resolution before it is acted upon
without any further approval of the shareholders of the Corporation; and

Any two directors and/or officers of the Corporation are authorized for and on behalf of the
Corporation to execute and deliver all such documents and to do all such acts and things as such
directors and/or officers may consider necessary, desirable or useful for the purpose of giving
effect to this special resolution.
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"(ALBERTA)

Part 14 — Shareholder’s right to dissent

191(1) Subject to sections 192 and 242, a holder of shares of any class of a corporation may dissent if
the corporation resolves to

(a) amend its articles under section 173 or 174 to add, change or remove any provisions restricting
or constraining the issue or transfer of shares of that class,

(b) amend its articles under section 173 to add, change or remove any restrictions on the business
or businesses that the corporation may carry on,

(c) amalgamate with another corporation, otherwise than under section 184 or 187,
(d) be continued under the laws of another jurisdiction under section 189, or
(e) sell, lease or exchange all or substantially all its property under section 190.

(2) A holder of shares of any class or series of shares entitled to vote under section 176, other than
section 176(1)(a), may dissent if the corporation resolves to amend its articles in @ manner described in
that section.

(3) In addition to any other right the shareholder may have, but subject to subsection (20), a
shareholder entitled to dissent under this section and who complies with this section is entitled to be paid
by the corporation the fair value of the shares held by the shareholder in respect of which the
shareholder dissents, determined as of the close of business on the fast business day before the day on
which the resolution from which the shareholder dissents was adopted.

(4) A dissenting shareholder may only claim under this section with respect to all the shares of a class
held by the shareholder or on behaif of any one beneficial owner and registered in the name of the
dissenting shareholder.

(5) A dissenting shareholder shall send to the corporation a written objection to a resolution referred to
in subsection (1) or (2)

(a) at or before any meeting of shareholders at which the resolution is to be voted on, or
(b) if the corporation did not send notice to the shareholder of the purpose of the meeting or of
the shareholder's right to dissent, within a reasonable time after the shareholder learns that the

resolution was adopted and of the shareholder's right to dissent.

(6) An application may be made to the Court by originating notice after the adoption of a resolution
referred to in subsection (1) or (2),

(a) by the corporation, or

(b) by a shareholder if the shareholder has sent an objection to the corporation under subsection

(3

to fix the fair value in accordance with subsection (3) of the shares of a shareholder who dissents under
this section.
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(7) If an application is made under subsection (6), the corporation shall, unless the Court otherwise
orders, send to each dissenting shareholder a written offer to pay the sharehoider an amount considered
by the directors to be the fair value of the shares.

(8) Unless the Court otherwise orders, an offer referred to in subsection (7) shall be sent to each
dissenting shareholder

(@) at least 10 days before the date on which the application is returnable, if the corporation is the
applicant, or

(b) within 10 days after the corporation is served with a copy of the originating notice, if a
shareholder is the applicant.

(9) Every offer made under subsection (7) shall

(a) be made on the same terms, and

(b) contain or be accompanied with a statement showing how the fair value was determined.
(10) A dissenting shareholder may make an agreement with the corporation for the purchase of the
shareholder’s shares by the corporation, in the amount of the corporation’s offer under subsection (7) or
otherwise, at any time before the Court pronounces an order fixing the fair value of the shares.
(11) A dissenting shareholder

(a) is not required to give security for costs in respect of an application under subsection (6), and

(b) except in special circumstances must not be required to pay the costs of the application or
appraisal.

(12) In connection with an application under subsection (6), the Court may give directions for
(a) joining as parties all dissenting shareholders whose shares have not been purchased by the
corporation and for the representation of dissenting shareholders who, in the opinion of the

Court, are in need of representation,

(b) the trial of issues and interlocutory matters, including pleadings and examinations for
discovery,

(c) the payment to the shareholder of all or part of the sum offered by the corporation for the
shares,

(d) the deposit of the share certificates with the Court or with the corporation or its transfer agent,

(e) the appointment and payment of independent appraisers, and the procedures to be followed by
them,

(f) the service of documents, and

(g) the burden of proof on the parties.




(13) On an application under subsection (6), the Court shall make an order

(a) fixing the fair value of the shares in accordance with subsection (3) of all dissenting
shareholders who are parties to the application,

(b) giving judgment in that amount against the corporation and in favour of each of those
dissenting shareholders, and

(c) fixing the time within which the corporation must pay that amount to a shareholder.
(14) On
(@) the action approved by the resolution from which the shareholder dissents becoming effective,
(b) the making of an agreement under subsection (10) between the corporation and the dissenting
shareholder as to the payment to be made by the corporation for the shareholder’s shares,
whether by the acceptance of the corporation's offer under subsection (7) or otherwise, or
(c) the pronouncement of an order under subsection (13),
whichever first occurs, the shareholder ceases to have any rights as a shareholder other than the right to
be paid the fair value of the shareholder’s shares in the amount agreed to between the corporation and
the shareholder or in the amount of the judgment, as the case may be.
(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 the shareholder’s 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
dissenting shareholder, from the date on which the shareholder ceases to have any rights as a
shareholder by reason of subsection (14) until the date of payment.
(18) If subsection (20) applies, the corporation shall, within 10 days after

(a) the pronouncement of an order under subsection (13), or

(b) the making of an agreement between the shareholder and the corporation as to the payment
to be made for the shareholder’s shares,

notify each dissenting shareholder that it is unable lawfully to pay dissenting shareholders for their
shares.

(19) Notwithstanding that a judgment has been given in favour of a dissenting shareholder under
subsection (13)(b), if subsection (20) applies, the dissenting shareholder, by written notice delivered to
the corporation within 30 days after receiving the notice under subsection (18), may withdraw the
shareholder’s notice of objection, in which case the corporation is deemed to consent to the withdrawal
and the shareholder is reinstated to the shareholder’s full rights as a shareholder, failing which the
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shareholder retains a status as a claimant against the corporation, to be paid as soon as the corporation
is lawfully able to do so or, in a liquidation, to be ranked subordinate to the rights of creditors of the
corporation but in priority to its shareholders.

(20) A corporation shall not make a payment to a dissenting shareholder under this section if there are
reasonable grounds for believing that

(a) the corporation is or would after the payment be unable to pay its liabilities as they become
due, or

(b) the realizable value of the corporation’s assets would by reason of the payment be less than
the aggregate of its liabilities.




Disclosure Requirement

ATCO Corporate Governance Practices

1. Board of Directors

(@) Disclose the identity of directors who are
independent.

(b) Disclose the identity of directors who are not
independent, and describe the basis for that
determination.

(c) Disclose whether or not a majority of directors
is independent. If a majority of directors is not
independent, describe what the board of
directors does to facilitate its exercise of
independent judgement in carrying out its
responsibilities.

(d) If a director is presently a director of any other
issuer that is a reporting issuer (or the
equivalent) in a jurisdiction or a foreign
jurisdiction, identify both the director and the
other issuer.

The following directors are independent as that
term is defined in section 1.4 of Multilateral
Instrument 52-110 Audit Committees:.

B.P. Collomb

B.P. Drummond

B.K. French

Rt. Hon. D.F. Mazankowski
H.M. Neldner

L.C. van Wachem

C.W. Wilson

N.C. Southern, R.D. Southern and W.L. Britton are
not independent because they are considered to
have a material relationship with the issuer.

N.C. Southern is the President & Chief Executive
Officer of the Corporation (the “CEQ").

R.D. Southern is the Chairman of the Board.
W.L. Britton is the Vice Chairman of the Board.

A majority of the directors is independent.

Director biographies can be found in the
Corporation’s annual report. A copy of the annual
report may be obtained upon request from the
Corporate Secretary of the Corporation at 1400
ATCO Centre, 909 — 11" Avenue S.W., Calgary,
Alberta, T2R 1N6. The annual report is also
available on the Corporation’s website at
www.atco.com and on the SEDAR website at
www.sedar.com.

The following directors are also directors of the
issuers set out beneath their respective names
below:
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W.L. Britton

AKITA Dirilling Ltd. (TSX), member of the
Corporate Governance - Nomination,
Compensation and Succession Committee
Canadian Utilities Limited (TSX), Chairman of
the Corporate Governance - Nomination,
Compensation and Succession Committee
CU Inc.

Forest Qil Corp. (NYSE), member of the
Nominating & Corporate Governance
Committee

B.P. Collomb

Lafarge, S.A. (Euronext, NYSE), Chairman
TotalFinaElf (Euronext, NYSE)
Unilever (MST, LDN, NYSE), Vice Chairman

B.P. Drummond

Canadian Utilities Limited (TSX), member of
the Audit, Pension Fund and Corporate
Governance - Nomination, Compensation and
Succession Committees

B.K. French

Canadian Utilities Limited (TSX), Chairman of
the Audit Committee and member of the Risk
Review Committee

CU Inc., Chairman of the Audit Committee

. Hon. D.F. Mazankowski

Canadian Oil Sands Limited (TSX)

Power Corporation of Canada (TSX)

Power Financial Corporation, including
subsidiaries Great West Lifeco and Investors’
Group (TSX)

Shaw Communications Inc. (TSX, NYSE)
Weyerhaeuser Co. (TSX, NYSE)

Yellow Pages Group Co. (TSX)

H.M. Neldner
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Canadian Utilities Limited (TSX), Chairman of
the Risk Review and Pension Fund Committees
and member of the Audit and Corporate
Governance - Nomination, Compensation and
Succession Committees

CU Inc., member of the Audit Committee
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(e) Disciose whether or not the independent
directors hold regularly scheduled meetings at
which non-independent directors and members
of management are not in attendance. If the
independent directors hold such meetings,
disclose the number of meetings held since the
beginning of the issuer's most recently
completed financial year. If the independent
directors do not hold such meetings, describe
what the board does to facilitate open and
candid discussion among its independent
directors.

(f) Disciose whether or not the chair of the board
is an independent director, If the board has a
chair or lead director who is an independent
director, disclose the identity of the

N.C. Southern

»  AKITA Drilling Ltd. (TSX)

= Canadian Utilities Limited (TSX)

= Bank of Montreal (TSX, NYSE), member of the
Risk Review Committee

= CUInc.

® Shell Canada Ltd. (TSX), member of the
Nominating and Governance Committee and
the Management Resources Compensation
Committee

R.D. Southern

®  AKITA Drilling Ltd. (TSX), Chairman of the
Board

= Canadian Utilities Limited (TSX), Chairman of
the Board

= CU Inc., Chairman of the Board

L.C. van Wachem

= Global Crossing Limited (NASDAQ), Chairman
of the Board

C.W. Wilson

" AKITA Drilling Ltd. (TSX), member of the Audit
Committee

s (Canadian Utilities Limited (TSX), member of
the Audit and Risk Review Committees

= Big Rock Brewery Income Trust (TSX)

» Talisman Energy Inc. (TSX, NYSE), member of
the Audit, Executive and Reserve Committees

As deemed necessary, in-camera meetings with
independent directors are scheduled. In 2005,
independent directors had two meetings without
management present. Directors are entitled to
request additional meetings through the Lead
Director at any time.

R.D. Southern, the Chairman of the Board, is not
an independent director. The Corporation's Lead
Director, C.W. Wilson, is independent.
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independent chair or lead director, and
describe his or her role and responsibilities. If
the board has neither a chair that is
independent nor a lead director that is
independent, describe what the board does to
provide leadership for its independent
directors.

Disclose the attendance record of each director
for all board meetings held since the beginning
of the issuer's most recently completed
financial year.

(9

2. Board Mandate

Disclose the text of the board’s written
mandate. If the board does not have a written
mandate, describe how the board delineates its
role and responsibilities.

3. Position Descriptions

Disclose whether or not the board has
developed written position descriptions for the
chair and the chair of each board committee.
If the board has not developed written position
descriptions for the chair and/or the chair of
each board committee, briefly describe how the
board delineates the role and responsibilities of
each such position.

Disclose whether or not the board and CEO
have developed a written position description
for the CEQ. If the board and CEO have not
developed such a position description, briefly
describe how the board delineates the role and
responsibilities of the CEO.

(b)

4. Orientation and Continuing Education

(a) Briefly describe what measures the board takes
to orient new directors regarding:

(i) the role of the board, its committees and
its directors, and

The primary function of the Lead Director is to
provide independent leadership to the Board of
Directors (the "Board”). The Lead Director position
description is available on the Corporation’s
website at www.atco.com.

The attendance record of each director at Board,
committee and other relevant meetings is attached
as Schedule E.

The mandate of the Board is attached as Schedule
D and is also available on the Corporation’s website
at www.atco.com.

The Corporation’s Corporate Governance -
Nomination, Compensation and  Succession
Committee ("GOCOM") is responsible for reviewing
the mandates of the Board and its committees on
an annual basis and recommending to the Board
such amendments to those mandates as GOCOM
believes are necessary or desirable.

The Board has approved written position
descriptions for the Chairman of the Board and the
chair of each Board committee. Copies of these
descriptions are available on the Corporation’s
website at www.atco.com.

The Board has approved a written position
description for the CEQ. The position description is
reviewed annually by GOCOM and is available on
the Corporation’s website at www.atco.com.

New directors attend a briefing with the Chairman
of the Board and the Vice Chairman of the Board in
addition to attending comprehensive meetings at
which they receive briefings on all aspects of the
nature and operation of the Corporation’s business
by senior management of the Corporation and its
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(i) the nature and operation of the issuer's
business.

(b) Briefly describe what measures, if any, the
board takes to provide continuing education for
its directors. If the board does not provide
continuing education, describe how the board
ensures that its directors maintain the skill and
knowledge necessary to meet their obligations
as directors.

5. Ethical Business Conduct

(a) Disclose whether or not the board has adopted
a written code for the directors, officers and
employees. If the board has adopted a written
code:

(i) disclose how a person or company may
obtain a copy of the code;

describe  how the board monitors
compliance with its code, or if the board
does not monitor compliance, explain
whether and how the board satisfies itself
regarding compliance with its code; and

(i)

subsidiaries. New directors are also provided with
a manual which contains information about each of
the Business Units, organization structure, by-laws,
Board and committee mandates and corporate
policies, including the Corporation’s Code of Ethics
and Disclosure Policy.

Directors, together with senior management,
attend an annual four to five day strategy
conference which has been held consecutively
since 1968. At these sessions, the Board receives
detailed briefings on the business activities of the
Corporation and its subsidiaries as well as other
pertinent information required for directors to fulfill
their obligations.

In addition, directors attend and participate in

seminars and other continuing education
programs.  Outside experts are brought in as
required to provide directors with ongoing

education on general and/or specific subject
matters.

The Board has adopted a written Code of Ethics
(the “Code”), which is subject to periodic review
and revision to ensure it is in line with best
practices.

A copy of the Code may be obtained upon request
from the Corporate Secretary of the Corporation at
1400 ATCO Centre, 909 — 11th Avenue S.W.,
Calgary, Alberta T2R 1IN6. The Code is also
available on the Corporation's website at
www.atco.com and on the SEDAR website at
www,sedar.com.

A copy of the Code has been provided to each
director, officer and employee of the Corporation
and each such person is required to acknowledge
annually that he or she has read the Code and
disclosed any transactions or matters of potential
conflict. ~ Similarly, copies of the Code will be
provided to each new director, officer and
employee of the Corporation, and each such
person shall acknowledge that he or she has read
the Code before commencing activities as a
director, officer or employee, as the case may be.
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(b)

(©

(a)

(b)

()

(iii) provide a cross-reference to any material
change report filed since the beginning of
the issuer's most recently completed
financial year that pertains to any conduct
of a director or executive officer that
constitutes a departure from the code.

Describe any steps the board takes to ensure
directors exercise independent judgement in
considering transactions and agreements in
respect of which a director or executive officer
has a material interest.

Describe any other steps the board takes to
encourage and promote a culture of ethical
business conduct.

Nomination of Directors

Describe the process by which the board
identifies new candidates for board nomination.

Disclose whether or not the board has a
nominating committee composed entirely of
independent directors. If the board does not
have a nominating committee composed
entirely of independent directors, describe
what steps the board takes to encourage an
objective nomination process.

If the board has a nominating committee,
describe the responsibilities, powers and
operation of the nominating committee.

No material change reports have been filed by the
Corporation since January 1, 2005 relating to a
director's or executive officer's departure from the
Code. Further, no waivers of the Code have ever
been granted to any director, officer or other
employee of the Corporation.

Directors who have, or may be reasonably
perceived to have, a personal interest in a
transaction or agreement being contemplated by
the Corporation are required to declare such
interest at any directors’ meeting where the matter
is being considered and to refrain from voting on
such matter.

The Board encourages and promotes a culture of
ethical business conduct by expecting each
director, all officers and management to act in a
manner that exemplifies ethical business conduct.
This expectation sets the tone for all employees of
the Corporation. The Corporation strives to ensure
that prospective employees are of good character.

GOCOM is responsible for, among other things,
identifying and recommending potential candidates
for nomination to the Board. The identification of
potential Board members is undertaken with a view
to ensuring overall diversity of experience,
backgrounds, skills and geographic representation
of Board members. GOCOM receives advice from
the Board respecting individuals best suited to
serve as directors, and maintains its own standing
list of appropriate candidates for directorships.

One of the four members of GOCOM is not
independent. GOCOM arrives at its decisions with
respect to nomination of directors by conducting
an objective review of the nominees.

GOCOM s responsible for reviewing the size and
composition of the Board from time to time and for
considering persons as nominees for directors for
the approval of the Board and election by the
shareholders. The responsibilities of GOCOM can
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7. Compensation

(a) Describe the process by which the board
determines the compensation for the issuer's
directors and officers.

(b) Disclose whether or not the board has a
compensation committee composed entirely of
independent directors. If the board does not
have a compensation committee composed
entirely of independent directors, describe
what steps the board takes to ensure an
objective process for determining such
compensation.

(c) If the board has a compensation committee,
describe the responsibilities, powers and
operation of the compensation committee.

(d) If a compensation consultant or advisor has, at
any time since the beginning of the issuer’s
most recently completed financial year, been
retained to assist in determining compensation
for any of the issuer's directors and officers,
disclose the identity of the consultant or

be found in its mandate which is available on the
Corporation’s website at www.atco.com.,

GOCOM is responsible for assessing the
compensation of directors and officers and making
recommendations to the Board. GOCOM reviews
director compensation on an annual basis to
determine  whether such compensation s
appropriate  for the responsibilities, time
commitment and risks assumed by the directors.
GOCOM also reviews officer compensation annually
against information from other corporations and
published data, and from time to time retains
independent ~ compensation  consultants  to
undertake market comparisons and provide advice
on developing appropriate  compensation
programs.

Please refer to pages 10 to 13 of the management
proxy circular for details of the executive
compensation structure and policies.

One of the four members of GOCOM is not
independent. GOCOM conducts its business on the
basis of majority approval which encourages an
objective process for determining compensation.

GOCOM annually reviews and determines executive
compensation packages for the senior officers of all
the Corporation’s wholly owned subsidiaries,
including salary, short-term incentives, stock
options or awards, share appreciation rights and
other incentives.  GOCOM also reviews and
recommends directors’ compensation from time to
time, as appropriate.  In addition, GOCOM
prepares and reviews public or regulatory
disclosure respecting compensation and the basis
on which performance is measured.

Towers Perrin, independent consultants, were
engaged to undertake market comparisons, gather
information on competitive compensation practices
and to provide advice on developing appropriate
compensation programs for the Corporation’s
executive officers. In addition, Towers Perrin
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advisor and briefly summarize the mandate for
which they have been retained. If the
consultant or advisor has been retained to
perform any other work for the issuer, state
that fact and briefly describe the nature of the
work.

8. Other Board Committees

If the board has standing committees other
than the audit, compensation and nominating
committees, identify the committees and
describe their function.

9. Assessments

Disclose whether or not the board, its
committees and individual directors are
regularly assessed with respect to effectiveness
and contribution. If assessments are regularly
conducted, describe the process used for the
assessments. If assessments are not regularly
conducted, describe how the board satisfies
itself that the board, its committees, and its
individual directors are performing effectively.

performs other consulting services in the areas of
benefits and administration.

The Board's other standing committees are the
Risk Review Committee and the Crisis Management
Committee. The responsibilities of these
committees, together with GOCOM and the Audit
Committee, can be found in their mandates which
are available on the Corporation’s website at
www.atco.com.

The Board, its committees and its individual
directors are assessed at least annually with
respect to effectiveness and contribution. This
function is facilitated by GOCOM, which provides its
conclusions to the Chairman of the Board.

Copies of position descriptions and mandates noted herein as being availabie on the Corporation’s website may also be obtained on

reguest from the Corporate Secretary.
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The Board of Directors (the “Board”) of ATCO Ltd. (the “Corporation”) is responsible for the stewardship
of the Corporation and for overseeing the conduct of the business of the Corporation and the activities of
management, who are responsible for the day-to-day conduct of the business.

Composition and Operation

The Board operates by reserving certain powers to itself and delegating certain of its authorities to
management. The Board retains responsibility for managing its own affairs, including selecting its chair,
nominating candidates for election to the Board, constituting committees of the Board, and determining
director compensation. Subject to the articles and by-laws of the Corporation and the Business
Corporations Act (Alberta), the Board may constitute, seek the advice of, and delegate powers, duties
and responsibilities to, committees of the Board.

Responsibilities

The Board's primary responsibilities are to preserve and enhance long-term shareholder value and to
ensure that the Corporation meets its obligations on an on-going basis and operates in a reliable and
prudent manner. In performing its duties, the Board should also consider the legitimate interests other
interested parties, such as employees, customers and communities, may have in the Corporation. In
broad terms, the stewardship of the Corporation invoives the Board in strategic planning, risk
management and mitigation, senior management determination, communication planning, and internal
control integrity. More specifically, the Board is responsible for

(@) to the extent feasible, satisfying itself as to the integrity of the Chief Executive Officer ("CEQ") and
other executive officers and that the CEO and other executive officers create a culture of integrity
throughout the organization;

(b) adopting a strategic planning process and approving, on an annual basis, a strategic plan for the
Corporation which takes into account, among other things, the opportunities and risks of the
business;

(¢) identifying the principal risks of the Corporation’s business and ensuring the implementation of
appropriate systems to manage these risks;

(d) succession planning (including appointing, training and monitoring senior management);

(e) adopting a communication policy for the Corporation that includes measures for receiving
feedback from interested parties;

(f)  the Corporation’s internal control and management information systems;

(g) developing the Corporation’s approach to corporate governance, including developing a set of
corporate governance principles and guidelines that are specifically applicable to the Corporation;
and

(h) on an individual basis, attending Board meetings, reviewing meeting materials in advance of

meetings, and complying with the other expectations and responsibilities of directors of the
Corporation established by the Board.
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Specific Duties
The Board’s specific duties, obligations and responsibilities fall into the following categories:
1. Legal Requirements

(a) The Board has oversight responsibility for the Corporation’s satisfaction of its legal obligations
and for properly preparing, approving and maintaining the Corporation’s documents and records.

(b) The Board has the statutory obligation to

(i) supervise the management of the business and affairs of the Corporation,
(i) act honestly and in good faith with a view to the best interests of the Corporation,

(i) exercise the care, diligence and skill that a reasonably prudent person would exercise in
comparable circumstances, and

(iv) act in accordance with its obligations contained in the Business Corporations Act (Alberta)
and the regulations thereunder, the Corporation’s articles and by-laws, and other relevant
legislation and regulations.

(c) The Board has the statutory obligation to consider certain matters as a board of directors. The
Board may not delegate to management or to a committee of the Board the authority to

(i) submit to the shareholders any question or matter requiring the approval of the
shareholders,

(i) fill a vacancy among the directors or in the office of auditor,
(ifi) issue securities except in the manner and on the terms authorized by the Board,
(iv) declare dividends,

(v) purchase, redeem or otherwise acquire shares issued by the Corporation, except in the
manner and on the terms authorized by the Board,

(vi) pay a commission to any person in consideration of the person’s purchasing or agreeing to
purchase shares of the Corporation from the Corporation or from any other person, or
procuring or agreeing to procure purchasers for shares of the Corporation,

(vii) approve any management proxy circular relating to a solicitation of proxies by or on behalf
of management of the Corporation,

(viii) approve any take-over bid circular or directors’ circular,
(ix) approve any annual financial statements of the Corporation, or

(x) adopt, amend or repeal by-laws.
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Independence

The Board is responsible for implementing appropriate structures and procedures to permit the Board
to function independently of management.

Strategic Planning

The Board is responsible for ensuring that there are long-term goals and a strategic planning process

in place for the Corporation and participating with management directly or through its committees in

approving the strategic plan by which the Corporation proposes to achieve its goals.

Risk Management

The Board is responsible for understanding the principal risks of the business in which the

Corporation is engaged, achieving a proper balance between risks incurred and the potential return

to shareholders, and confirming that there are systems in place that effectively monitor and manage

those risks with a view to the long-term viability of the Corporation.

Appointment, Training and Monitoring of Senior Management

The Board is responsible for

(a) appointing the CEO of the Corporation, monitoring and assessing the CEQ's performance,
determining the CEQ’s compensation, and providing advice and counsel to the CEO in the
execution of the CEQ's duties,

(b) approving the appointment and remuneration of all officers of the Corporation, and

(c) confirming that adequate provision has been made for the training and development of
management and for the orderly succession of management.

Reporting and Communication
The Board is responsible for

(a) verifying that the Corporation has in place policies and programs to enable the Corporation to
communicate effectively with its shareholders, other interested parties and the public generally,

(b) verifying that the financial performance of the Corporation is adequately reported to
shareholders, other security holders and regulators on a timely and regular basis,

(c) verifying that the Corporation’s financial results are reported fairly and in accordance with
generally accepted accounting principles,

(d) verifying the timely reporting of any other developments that have a significant and material
affect on the value of the Corporation, and

(e) reporting annually to shareholders on the Board's stewardship of the affairs of the Corporation
for the preceding year.
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7. Monitoring and Acting
The Board is responsible for

(a) verifying that the Corporation operates at all times within applicable laws and regulations to the
highest ethical and moral standards,

(b) approving and monitoring compliance with the significant policies and procedures by which the
Corporation is operated,

(c) verifying that the Corporation sets high environmental standards in its operations and is in
compliance with environmental laws and legislation,

(d) verifying that the Corporation has in place appropriate programs and policies for the health and
safety of its employees in the workplace,

(e) monitoring the Corporation’s progress toward its goals and objectives and revising and altering
its direction through management in response to changing circumstances,

(f) taking action when the Corporation’s performance falls short of its goals and objectives or when
other special circumstances warrant,

(g9) verifying that the Corporation has implemented adequate disclosure controls and procedures and
internal control and information systems,

(h) ensuring that the Board receives from senior management on a timely basis the information and
input required to enable the Board to effectively perform its duties,

(i) adopting a written code of business conduct and ethics and monitoring compliance with the code,
and

() conducting and acting upon annual assessments and evaluations of the Board, committees of the
Board and individual directors.

8. Other

The Board may perform any other activities consistent with this mandate, the Corporation’s articles
and by-laws, and any other governing laws, as the Board deems necessary or appropriate.
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Directors’ Attendance Records

Committees

Dividend Risk Crisis Strategy
Board Declaration® GOCOM®  Audit Review Management Session ®

Number of Meetings 6 2 5 5 2 3 1
W.L. Britton 4 2 5 3 1
B.P. Collomb 2 Note 1 1
B.P. Drummond 5 1 5 5 2 1
B.K. French 6 2 5 5 2 3 1
Rt. Hon. D.F. Mazankowski 6 1 1
H.M. Neldner 6 2 5 2 1
N.C. Southern 6 2 1
R.D. Southern 5 Note 1 1
L.C. van Wachem 5 1 1
C.W. Wilson 5 2 1® 5 2 1
Notes:

(1) In 2005 the Board held two meetings for the purpose of declaring dividends that, with the prior consent of the Board, were
conducted with a quorum of directors in attendance.

(2) The Corporate Governance - Nomination, Compensation and Succession Committee meets a minimum of three times per year
with two of the sessions three to four days in length.

(3) The Board of Directors conducts an annual four to five day comprehensive strategy session with senior management which has
been held consecutively since 1968. At these sessions the Board reviews and assesses the performance of the Corporation
and its subsidiaries, reviews business plans, sets short-term and long-term objectives and discusses and implements strategies
to meet these objectives. In 2005 the Board held its annual strategy session from April 4 to 8. All of the directors attended
the session.

(4) C.W. Wilson was appointed to GOCOM effective August 2005.

E-1




Please direct all inquiries to:

Questions and Further Assistance
If you have any questions about the information contained in this document or require assistance in
completing your proxy form, please contact the Corporation’s proxy solicitation agent, at:

Georgeson m Shareholder

100 University Avenue
11th Floor, South Tower
Toronto, Ontario
M5J 2Y1

North American Toll Free Number: 1-866-595-5252







