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‘. FILE NO. 82-34745

For Immediate Release
October 24, 2003

CALGARY, Alberta — ATCO Ltd. reported earnings for the nine months ended September 30, 2003 of
$88.4 million ($2.97 per share). Earnings for the same nine months in 2002 were $91.2 million ($3.07 per
share), excluding the after-tax gain on the sale of the Viking-Kinsella property of $34.6 million ($1.16 per
share). 2002 earnings in total were $125.8 million ($4.23 per share).

Eamings in the first nine months of 2003 were lower than 2002, excluding the Viking-Kinsella gain,
primarily due to the weakest year of manufacturing activity for the Canadian operations in ATCO
Structures since 1984, as well as the carrying costs, net of investment income, of $5.2 million in respect of
the $400 million of preferred shares and debentures issued by Canadian Utilities between November 2002
and April 2003. These preferred shares and debentures were issued during a low interest rate environment
to strengthen the Corporation’s Balance Sheet and allow for future growth. When the carrying costs, net
of investment income, are excluded, earnings are $93.6 million ($3.14 per share) compared to
$91.2 million ($3.07 per share) in 2002. Operations in the Utilities and Technologies Business Groups, as
well as Alberta Power (2000) and ATCO Midstream, provided stronger results year over year, but were
partially offset by weaker results in ATCO Power, ATCO Frontec and ATCO Pipelines and the impact of
warmer temperatures in ATCO Gas.

Revenues for the nine months ended September 30, 2003 were $2,920.8 million compared to
$2,212.8 million in 2002 primarily due to the higher price of natural gas and electricity purchased for
customers on a “no margin” basis by ATCO Gas and ATCO Electric, higher prices received for electricity
sold to the Alberta Electric System Operator (formerly the Alberta Power Pool) by ATCO Power and
higher natural gas prices on gas sales by ATCO Midstream.

Cash flow from operations was $401.8 million for the nine months ended September 30, 2003 compared
to $366.7 million in 2002. The higher cash flow from operations was due to increased earnings before
non-controlling interests and depreciation and amortization, excluding the Viking-Kinsella gain. In
addition, in the first quarter of 2002, ATCO Gas refunded to customers a total of $405.6 million related to
the sale of the Viking-Kinsella property, of which $20.6 million had reduced cash flow from operations.

Earnings for the three months ended September 30, 2003 were $22.7 million ($0.76 per share) compared
to $26.3 million ($0.89 per share) in the same period of 2002 due to weaker operational results in the
Industrials Business Group, ATCO Power and ATCO Pipelines, the impact of warmer temperatures in
ATCO Gas, and higher preferred share dividends and interest expense related to Canadian Utilities issue
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of preferred shares, $150.0 million in December 2002 and $150.0 million in April 2003, and
$100.0 million of debentures issued in November 2002, net of investment income. This decrease was
partially offset by stronger operational results in the Utilities and Technologies Business Groups, and
Alberta Power (2000) and ATCO Midstream. Temperatures for the three months ended September 30,
2003 were 16.0% warmer than normal compared to 16.3% colder than normal for 2002.

Revenues for the three months ended September 30, 2003 were $665.7 million compared to
$598.5 million in 2002 primarily due to the higher price of natural gas purchased for customers on a “no
margin” basis by ATCO Gas and higher natural gas prices on gas sales by ATCO Midstream.

Cash flow from operations was $118.0 million for the three months ended September 30, 2003 compared
to $113.1 million in 2002,

ATCO Group is an Alberta based corporation with a worldwide organization of companies engaged in
Power Generation, Utilities, Logistics and Energy Services, Technologies and Industrials. More

information about ATCO can be found on its website, www.atco.com.

For further information contact:

J.A. (Jim) Campbell K.M. (Karen) Watson
Senior Vice President, Finance Vice President, Finance & Controller
& Chief Financial Officer (403) 292-7528

(403) 292-7502
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of financial condition and results of operations of ATCO Ltd., (the
“Corporation”) should be read in conjunction with the Corporation’s comparative interim financial
statements for the nine months ended September 30, 2003, and Management’s Discussion and Analysis of
Financial Condition and Results of Operations and the comparative financial statements for the year ended
December 31, 2002. This discussion and analysis of financial condition and results of operations may
contain forward-looking statements. These statements are not guarantees of future performance and are
subject to risks and uncertainties that could cause actual results to differ materially from those in the
forward-looking statements.

The consolidated financial statements include the accounts of ATCO Ltd. and all of its subsidiaries. The
principal subsidiaries are Canadian Utilities Limited (“Canadian Utilities”), of which ATCO Ltd. owns
41.2% of the Class A non-voting shares and 70.3% of the Class B common shares, for an aggregate
ownership of 51.9%, and ATCO Structures Inc., ATCO Noise Management Ltd. and ATCO Resources
Ltd., of which ATCO Ltd. owns 100% of the Class A non-voting and Class B common shares. Canadian
Utilities has published an interim report for the nine months ended September 30, 2003, containing its
Management’s Discussion and Analysis of Financial Condition and Results of Operations. A copy of this
document may be obtained upon request from the Vice President, Human Resources and Corporate
Secretary of Canadian Utilities at 1400 ATCO Centre, 909-11" Avenue S.W., Calgary, Alberta T2R 1N6
(telephone (403) 292-7500 or fax (403) 292-7623).

The Corporation’s financial statements are consolidated from five principal Business Groups: Utilities,
Power Generation, Logistics and Energy Services, Industrials, and Technologies. For the purposes of
financial disclosure, the Technologies Business Group is included in Technologies and Other Businesses
and corporate transactions are accounted for as Corporate. (Refer to Note 7 of the comparative interim
financial statements). Transactions between Business Groups are eliminated in all reporting of the
Corporation’s consolidated financial information.

RESULTS OF OPERATIONS
Consolidated Operations

Revenues, earnings attributable to Class I Non-Voting shares (“Class I shares”) and Class IT Voting shares
(“Class I shares”), and earnings and diluted earnings per Class I and Class II share were as follows:

Three Months Nine Months
Ended Ended
September 30 September 30

2003 2002 2003 2002
($ Millions except per share data)

(unaudited)
REVENUES....coiiiiiiiiii ittt a e s 665.7 598.5 29208 22128
Earnings attributable to Class I and
Class IT shares (1) (2) (3)eecvvvivieerivreeeinirrneeiresreieseeiresranne 22.7 26.3 88.4 125.8
Earnings per Class I and Class I share (1) (2) (3) ecovveevveennee. 0.76 0.89 2.97 4.23
Diluted earnings per Class I and Class II share (1) (2) (3) ..... 0.75 0.87 2.93 4.16
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Notes:

(1) There were no discontinued operations or extraordinary items during these periods.

(2) Due to the seasonal nature of the Corporation’s operations and the timing of rate decisions,
earnings for any quarter are not necessarily indicative of operations on an annual basis.

(3) The results for the nine months ended September 30, 2002, include earnings of $34.6 million
(earnings per share of $1.16 and diluted earnings per share of $1.14) on the sale of the Viking-
Kinsella natural gas producing property.

Revenues for the three months ended September 30, 2003, increased by $67.2 million to $665.7 million.
This increase was primarily due to the higher price of natural gas purchased for customers on a “no-
margin” basis by ATCO Gas and higher natural gas prices on gas sales by ATCO Midstream. Revenues
for the nine months ended September 30, 2003, increased by $708.0 million to $2,920.8 million. This
increase was primarily due to the higher price of natural gas and electricity purchased for customers on a
“no-margin” basis by ATCO Gas and ATCO Electric, higher prices received for electricity sold by ATCO
Power to the Alberta Electric System Operator (“AESO”), formerly the Alberta Power Pool, and higher
natural gas prices on gas sales by ATCO Midstream.

Earnings attributable to Class I and Class II shares for the three months ended September 30, 2003,
decreased by $3.6 million ($0.13 per share) to $22.7 million ($0.76 per share). This decrease was
primarily due to weaker operational results in the Industrials Business Group, ATCO Power and ATCO
Pipelines, the impact of warmer temperatures in ATCO Gas, and higher preferred share dividends and
interest expense related to Canadian Utilities” issue of preferred shares, $150.0 million in December 2002
and $150.0 million in April 2003, and $100.0 million of debentures issued in November 2002, net of
investment income. This decrease was partially offset by stronger operational results in the Utilities and
Technologies Business Groups, and Alberta Power (2000) and ATCO Midstream. Temperatures for the
three months ended September 30, 2003 were 16.0% warmer than normal compared to 16.3% colder than
normal for 2002.

Eamings attributable to Class I and Class II shares for the nine months ended September 30, 2003, were
$88.4 million ($2.97 per share). Earnings for the corresponding period in 2002 were $91.2 million ($3.07
per share), excluding the after-tax gain on the sale of the Viking-Kinsella natural gas producing property
(the “Viking property”) of $34.6 million ($1.16 per share). 2002 earnings in total were
$125.8 million ($4.23 per share). Earnings for the nine months ended September 30, 2003, were
$2.8 million ($0.10 per share) lower than for the corresponding period in 2002, excluding the impact of
the sale of the Viking property. This decrease was primarily due to the weakest year of manufacturing
activity for the Canadian operations in ATCO Structures since 1984, as well as the carrying costs, net of
investment income, of $5.2 million in respect of the $400.0 million of preferred shares and debentures
issued by Canadian Utilities between November 2002 and April 2003. These preferred shares and
debentures were issued during a low interest rate environment to strengthen the Corporation’s Balance
Sheet and allow for future growth. When the carrying costs, net of investment income, are excluded,
earnings are $93.6 million ($3.14 per share) compared to $91.2 million ($3.07 per share) in 2002.
Operations in the Utilities and Technologies Business Groups, as well as Alberta Power (2000) and
ATCO Midstream, provided stronger results year over year, but were partially offset by weaker results in
ATCO Power, ATCO Frontec and ATCO Pipelines and the impact of warmer temperatures in ATCO Gas.

Operating expenses (consisting of natural gas supply costs, purchased power costs, operation and
maintenance expenses, selling and administrative expenses and franchise fee costs) for the three months
ended September 30, 2003, increased by $58.3 million to $468.1 million. This increase was largely the
result of higher natural gas and purchased power costs and higher operation and maintenance expenses
associated with increased business activity in 2003. Operating expenses for the nine months ended
September 30, 2003, increased by $652.4 million to $2,257.0 million. This increase was largely the result
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of higher natural gas and purchased power costs and higher operations and maintenance expenses
associated with increased business activity in 2003.

Depreciation and amortization expenses for the three and nine months ended September 30, 2003,
increased by $4.2 million to $66.1 million, and by $22.0 million to $207.9 million, respectively. These
increases were primarily due to capital additions in 2003 and 2002 and depreciation adjustments
associated with the sale of the Viking property in the nine months ended September 30, 2002.

Interest expense for the three and nine months ended September 30, 2003, increased by $2.0 million to
$49.8 million, and by $6.9 million to $149.3 million, respectively. These increases were principally due
to increased amounts of long term debt outstanding, partially offset by lower interest rates associated with
higher cost long term debt refinanced in 2002.

In January 2002, the Corporation sold its Viking property, having a net book value of approximately
$40 million, for $550 million. In accordance with an Alberta Energy and Utilities Board (*‘AEUB”™)
decision, $385 million plus related adjustments for future abandonment and future income taxes of
$20.6 million, for a total of $405.6 million, was distributed to customers by way of lump sum payments.
The Corporation’s share of the net proceeds was $148.7 million, after adjustments, resulting in a gain of
$108.5 million before income taxes of $41.8 million and non-controlling interests of $32.1 million. This
sale increased earnings for the nine months ended September 30, 2002, by $34.6 million, earnings per
share by $1.16 and diluted earnings per share by $1.14.

Interest and other income for the three and nine months ended September 30, 2003, increased by
$3.0 million to $10.0 million, and by $6.3 million to $25.6 million, respectively. These increases were
primarily due to higher interest income on higher cash balances.

Income taxes for the three months ended September 30, 2003, increased by $5.0 million to $37.0 million.
This increase was largely due to higher earnings before non-controlling interests, partially offset by lower
income tax rates. Income taxes for the nine months ended September 30, 2003, excluding the
$41.8 million of income taxes on the sale of the Viking property in 2002, increased by $20.8 million to
$130.1 million. This increase was largely due to higher earnings before non-controlling interests and the
impact of a 2002 refund to customers of amounts previously recovered from customers for future income
taxes related to the Viking property, partially offset by lower income tax rates. Income taxes for the nine
months ended September 30, 2002, including the impact of the sale of the Viking property, were
$151.1 million.

The interests of non-controlling share owners for the three months ended September 30, 2003, increased
by $4.3 million to $29.8 million. The interests of non-controlling share owners for the nine months ended
September 30, 2003, increased by $15.0 million to $107.2 million, excluding the $32.1 million of interests
of non-controlling share owners on the sale of the Viking property in 2002. These increases were largely
due to higher earnings in Canadian Utilities and dividends associated with the issue by Canadian Ultilities
of the $150.0 million 5.80% Cumulative Redeemable Second Preferred Series W (“Series W Preferred
Shares™) in December 2002, and $150 million 6.00% Cumulative Redeemable Second Preferred Shares
Series X (“Series X Preferred Shares”) in April 2003. The interests of non-controlling share owners for
the nine months ended September 30, 2002, including the impact of the sale of the Viking property, were
$124.3 million.
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Segmented revenues for the three and nine months ended September 30, 2003, were as follows:

Three Months Nine Months
Ended Ended
Business Groups September 30 September 30
2003 2002 2003 2002
(8 Millions)
(unaudited)
UHLEES .. vovveveeveerrereenieieneeerr e et e srens 331.4 251.1 1,830.4 1,240.1
Power Generation.......c..ceevveiercereesiinerereenteseesreeeiens 154.0 145.0 497.8 431.7
Logistics and Energy Services.......ccovvemineeriencinnnennes 247.7 218.3 947.9 669.4
INAUSLEIALS «eovvereeier e et 354 52.1 103.3 156.3
Technologies and Other Businesses........ocooccoieeiiiciinns 334 27.0 95.2 78.3
COIPOLALE 1vevveenrreeerieirreesnreeire st e cereesiresre e e e reesbaenes 2.9 2.8 8.6 8.3
Intersegment eliminations.......ovveeeeenieiiineerrenninenrussnneane (139.1) (97.8) (562.4) (371.3)
TOUAL ettt ettty 665.7 598.5 2,920.8 2,212.8

Segmented earnings attributable to Class I and Class II shares for the three and nine months ended
September 30, 2003, were as follows:

Three Months Nine Months
Ended Ended
Business Groups September 30 September 30
2003 2002 2003 2002
($ M:llions)
(unaudited)
HHHES vvecveevrevirereecenaeerare e eresrnessressesressenssesseesrasnns 2.9 0.7 31.9 62.8
Power Generation..........covevereereernnrecrerrennunssneseranenns 9.3 9.2 30.5 25.5
Logistics and Energy Services.......cccovvvveneenneiiieninenns 9.2 9.2 24.1 234
INAUSEEIALS ooovvevecreeic et e 0.9 3.7 2.6 11.3
Technologies and Other Businesses........ccovevvveeriiircnen 2.8 2.2 7.7 4.7
COTPOTALE ...ttt sttt et 3.0) 02 (10.4) (5.2)
Intersegment eliminations.........cccccevvneiiinierenniinieniennn 0.6 1.1 2.0 33
TOMAL ettt e 22.7 26.3 88.4 125.8

Utilities

Revenues from the Utilities Business Group for the three and nine months ended September 30, 2003,
increased by $80.3 million to $331.4 million and by $590.3 million to $1,830.4 million, respectively.
These increases were primarily the result of higher natural gas supply and purchased power costs.

Natural gas supply and purchased power costs are recovered in customer rates. As a consequence,
changes in natural gas supply and purchased power costs have no effect on the Corporation’s earnings.
Effective April 1, 2003, all of ATCO Electric’s customers are now billed on a flow-through of market
prices for electric energy. The “flow-through” rate is based on the actual spot market price for the energy
that customers use during each billing period.

Eamnings for the three months ended September 30, 2003, increased by $2.2 million to $2.9 million. This
increase was primarily the result of improved operating results in ATCO Electric, higher interim rates
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approved by the AEUB and customer additions in ATCO Gas and the impact in 2002 of the AEUB
decisions regarding affiliated party transactions and the Carbon gas storage facility, partially offset by
warmer temperatures and higher operation and maintenance costs in ATCO Gas.

Earnings for the nine months ended September 30, 2003, increased by $3.7 million to $31.9 million,
excluding the $34.6 million in 2002 earnings on the sale of the Viking property. This increase was
primarily the result of improved operating results in ATCO Electric, higher interim rates approved by the
AEUB and customer additions in ATCO Gas and the impact in 2002 of the AEUB decisions regarding
affiliated party transactions and the Carbon gas storage facility, partially offset by warmer temperatures
and higher operation and maintenance costs in ATCO Gas. Earnings for the nine months ended
September 30, 2002, including the impact of the sale of the Viking property, were $62.8 million.

ATCO Gas commenced in the first quarter of 2003 the first phase of a major project to relocate natural
gas meters currently inside homes to the outside. The target was to move 22,000 meters in 2003 in order
to relocate and replace aging infrastructure and facilitate efficient meter reading. On October 1, 2003, the
AFUB issued a decision regarding ATCO Gas’ 2003 and 2004 general rate application, in which the
AEUB directed ATCO Gas to extend the timeframe over which the project is to be completed.

Power Generation

Revenues from the Power Generation Business Group for the three and nine months ended September 30,
2003, increased by $9.0 million to $154.0 million, and by $66.1 million to $497.8 million, respectively.
These increases were primarily due to higher prices received for electricity sold to the AESO, the
commencement of commercial operations in the first quarter of 2003 at the new Cory and Muskeg River
generating plants and higher capacity and energy charges and improved operating results in Alberta Power
(2000). These increases were partially offset by reduced revenues from the Barking generating plant in
the United Kingdom, due to the loss of the TXU Europe long term offtake agreement arising from the
issuance of an administration order in late 2002 by a United Kingdom court for TXU Europe, resulting in
275 megawatts of power previously supplied to TXU Europe now being sold under short term bilateral
agreements. AESO prices for the three and nine months ended September 30, 2003, averaged $64.35 and
$65.75 per megawatt hour, respectively, compared to average prices of $34.58 and $38.06 for the
corresponding periods in 2002. Natural gas prices for the three and nine months ended September 30,
2003, averaged $5.52 and $6.58 per gigajoule, respectively, compared to average prices of $2.97 and
$3.33 for the corresponding periods in 2002.

Earnings for the three months ended September 30, 2003, were relatively unchanged at $9.3 million
compared to $9.2 million. Higher fuel costs arising from higher natural gas prices in Canada and reduced
earnings from the Barking generating plant in the United Kingdom, due to the loss of the TXU Europe
long term offtake agreement arising from the issuance of an administration order in late 2002 by a United
Kingdom court for TXU Europe, resulting in 275 megawatts of power previously supplied to TXU Europe
now being sold under short term bilateral agreements, partially offset by higher prices received for
electricity sold to the AESO and improved operating results in Alberta Power (2000). Earnings for the
nine months ended September 30, 2003, increased by $5.0 million to $30.5 million. This increase was
primarily due to higher prices received for electricity sold to the AESO and improved operating results in
Alberta Power (2000), partially offset by higher fuel costs arising from higher natural gas prices and
reduced earnings from the Barking generating plant in the United Kingdom related to TXU Europe.

In 2001, Alberta Power (2000) and the Alberta Balancing Pool entered into an agreement which gave the
Alberta Balancing Pool control of the 150 megawatt, coal-fired H.R. Milner generating plant effective
January 1, 2001 and the right to sell it until September 30, 2003, failing which the rights to control the
generating plant would revert to Alberta Power (2000). In return, Alberta Power (2000) was paid
$63.5 million, the net book value of the station and coal inventory. Alberta Power (2000) operated the
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plant on a cost of service basis on behalf of the Alberta Balancing Pool under a contract scheduled to
expire on September 30, 2003. On August 6, 2003, the Alberta Balancing Pool announced that it had
entered into an agreement for the sale of the plant. Alberta Power (2000) has entered into an agreement
with the Alberta Balancing Pool to continue operating the plant from September 30, 2003, to the closing
date of the sale, anticipated to be January 31, 2004.

On September 8, 2003, SaskPower International Inc. announced that it had selected ATCO Power as its
joint venture partner to potentially develop up to 150 megawatts of wind generation in Saskatchewan.

On September 30, 2003, ATCO Power opened the 32 megawatt Oldman River hydroelectric generating
facility at the Oldman River dam near Pincher Creek, Alberta. All of the electricity produced in the plant
will be sold to the AESO. ATCO Power owns an 80% interest in the project and ATCO Resources owns
a 20% interest. The Piikani Nation of Brockett, Alberta has an option which expires May 31, 2005, to
purchase a 25% interest in the project.

Logistics and Energy Services

Revenues from the Logistics and Energy Services Business Group for the three and nine months ended
September 30, 2003, increased by $29.4 million to $247.7 million, and by $278.5 million to
$947.9 million, respectively. These increases were primarily due to higher prices for natural gas
purchased for ATCO Midstream’s customers and higher natural gas liquids prices.

Earnings for the three months ended September 30, 2003, remained unchanged at $9.2 million. Higher
earnings from natural gas liquids operations (ATCO Midstream) and higher project earnings in ATCO
Frontec were offset by lower earnings in ATCO Pipelines. Earnings for the nine months ended September
30, 2003, increased by $0.7 million to $24.1 million. This increase was primarily due to higher earnings
from natural gas liquids operations (ATCO Midstream), partially offset by lower earnings from ATCO
Pipelines and from ATCO Frontec projects and lower earnings from ATCO Midstream’s storage
operations.

Industrials

Revenues from the Industrials Business Group for the three and nine months ended September 30, 2003,
decreased by $16.7 million to $35.4 million, and by $53.0 million to $103.3 milliorn, respectively, and
earnings for the three and nine months ended September 30, 2003, decreased by $2.8 million to
$0.9 million, and by $8.7 million to $2.6 million, respectively. These decreases were primarily due to
decreased business activity in ATCO Structures and in ATCO Noise Management.

During the third quarter, ATCO Structures established a space rentals operation in the United Kingdom.
The new U.K. operation will supply products ranging from single stand-alone buildings to large multi-
storey complexes, and will include a full range of design, engineering, transportation, installation,
maintenance and after-sales services.

Technologies and Other Businesses
Revenues from Technologies and Other Businesses for the three and nine months ended September 30,
2003, increased by $6.4 million to $33.4 million, and by $16.9 million to $95.2 million, respectively.

These increases were primarily due to increased business activity and commencement of work for new
customers.
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Earnings for the three and nine months ended September 30, 2003, increased by $0.6 million to
$2.8 million, and by $3.0 million to $7.7 million, respectively. These increases were primarily due to
increased business activity and commencement of work for new customers.

Corporate

Earnings for the three and nine months ended September 30, 2003, decreased by $3.2 million to
$(3.0) million, and by $5.2 million to $(10.4) million, respectively. These decreases were primarily due
to Canadian Utilities’ higher preferred share dividends and interest expense related to the issue of
preferred shares, $150.0 million in December 2002 and $150.0 million in April 2003, and $100.0 million
of debentures issued in November 2002, net of investment income.

In 2001, the Corporation received and paid income tax reassessments of $21.3 million, of which
$12.9 million was assessed to Canadian Utilities Limited, relating to the 1996 disposal of ATCOR
Resources Ltd. Management did not agree with this assessment and contested the matter with tax
authorities. Accordingly, the payment was recorded as a reduction of future income tax liabilities.
During the third quarter of 2003, the Corporation was successful in appealing the reassessment to the Tax
Court of Canada. However, the Federal Government has commenced an appeal of the Tax Court’s
decision with the Federal Court of Appeal. Consequently, the future income tax reduction of
$21.3 million has not been adjusted.

REGULATORY MATTERS

Regulated operations are conducted by ATCO Electric, the ATCO Gas and ATCO Pipelines divisions of
ATCO Gas and Pipelines Ltd., CU Water and the generating plants of Alberta Power (2000), all of which
are wholly owned subsidiaries of Canadian Utilities’ wholly owned subsidiary, CU Inc.

The regulatory matters disclosed in Management’s Discussion and Analysis of Financial Condition and
Results of Operations for the year ended December 31, 2002, remain substantially unchanged, except for
the following recent developments.

In December 2002, Direct Energy Marketing Limited (“Direct Energy”) agreed to purchase the retail
energy businesses of ATCO Gas and ATCO Electric. The transaction is subject to the satisfaction of
certain conditions, including the receipt of required regulatory approvals and the Alberta Legislature
passing amendments to Alberta’s Natural Gas and Electricity Legislation that improve the environment for
retail competition in the Province and closing occurring by November 15, 2003, subject to such extensions
as may be agreed by the parties. Amendments to the Electric Utilities Act and Gas Utilities Act received
Royal Assent in March 2003 and were proclaimed in force in June 2003. In April 2003, ATCO Gas and
ATCO Electric filed applications with the AEUB for approval to sell their retail operations to Direct
Energy. Hearings were completed in September 2003, and a decision is expected by mid November 2003.

In April 2003, the AEUB determined that it would proceed with a generic cost of capital hearing to focus
on the possibility of establishing a standardized approach to determine the rate of return on equity and
capital structure for all utilities under the jurisdiction of the AEUB. Based on the proposed proceeding
schedule, the hearing will commence in November 2003. A decision from the AEUB is not expected until
2004.

In May 2003, the AEUB issued a decision respecting affiliate transactions between ATCO Electric,

ATCO Gas and ATCO Pipelines (the “ATCO utilities”) and their affiliates. The decision and the
resulting Code of Conduct set the framework for ongoing affiliate transactions. The ATCO utilities must
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be able to demonstrate that an affiliate can provide a service or product at a lower cost than the ATCO
utility can, and the pricing from the affiliate must be at fair market value.

In August 2002, ATCO Electric filed a general tariff application with the AEUB for the 2003, 2004 and
2005 test years. In a decision dated December 11, 2002, the AEUB approved interim rates effective
January 1, 2003. Hearings for ATCO Electric’s general tariff application for the 2003, 2004 and 2005 test
years commenced on April 15, 2003 and were completed in May 2003. During the hearings, ATCO
Electric withdrew the 2005 test year from its application in light of uncertainty around whether the equity
component and return for 2005 would be determined based on the merits of its application or through the
generic cost of capital proceeding. In a decision dated October 2, 2003, the AEUB approved, among
other things, a rate of return on common equity of 9.40% and a common equity ratio of 32% for ATCO
Electric’s transmission operations, and 35% for its distribution operations for 2003. The 2004 rate of
return on common equity and the common equity ratios for the transmission and distribution operations
will be determined as part of the generic cost of capital hearing. The AEUB also directed ATCO Electric
to refile the 2003 and 2004 general tariff applications, incorporating the findings in the decision, on or
before December 1, 2003. The AEUB will provide its determination on the revenue requirements for the
2003 and 2004 test years following the refiling.

In June 2003, the AEUB issued a decision approving the interim balances as applied for by ATCO
Electric of $4.8 million for the 2002 regulated rate option deferral accounts and $16.6 million for the 2003
regulated rate option energy deferral account accumulated for the first 3 months of 2003. The AEUB
directed that ATCO Electric collect these interim balances from customers over the period July 1, 2003 to
December 31, 2003.

In September 2003, ATCO Electric received approval from the AEUB to build a $95.0 million,
350 kilometre 240 kilovolt transmission line between Fort Saskatchewan and Fort McMurray. The line
includes three substations and is expected to be completed by August 31, 2004.

In August 2002, ATCO Gas filed a general rate application with the AEUB for the 2003 and 2004 test
years. In December 2002, the AEUB issued a decision approving rates on an interim basis effective
January 1, 2003. In a decision dated October 1, 2003, the AEUB approved, among other things, a rate of
return on common equity of 9.50% for 2003 and 2004 and a common equity ratio of 37%. The AEUB
also directed ATCO Gas to refile the general rate application, incorporating the findings in the decision,
on or before December 1, 2003. The AEUB will provide its determination on the revenue requirements
for the 2003 and 2004 test years following the refiling.

In February 2003, the AEUB issued a decision approving the methodology of distributing the proceeds
from the sale of the Beaverhill Lake and Fort Saskatchewan natural gas producing properties and, in
March 2003, $23 million of the related sales proceeds was refunded to ATCO Gas’ North division
customers. The sale has no impact on earnings. Also, in March 2003, $2.5 million resulting from the
AEUB approval of the final distribution service rates for ATCO Gas’ North division for 2002, established
in a negotiated settlement, was refunded to ATCO Gas’ North division customers.

In January 2003, the AEUB issued a decision approving ATCO Pipelines’ negotiated settlement of the
2001/2002 exchange deferred account deficit, which arose from the exchange mechanism utilized to
deliver net producer transportation quantities sourced on the ATCO system onto the system owned by
NOVA Gas Transmission Ltd. The decision approved mechanisms to collect ATCO Pipelines’ South
division deficit of approximately $9.2 million over a two year period and ATCO Pipelines’ North division
deficit of $2.3 million in 2003. The decision also provided for the recovery of carrying costs.

In February 2003, ATCO Pipelines filed a general rate application for the 2003 and 2004 test years.
Hearings were completed July 8, 2003. A decision from the AEUB is expected later this year.
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LIQUIDITY AND CAPITAL RESOURCES

A major portion of the Corporation’s operating income and cash flow is generated from its utility
operations. Canadian Ultilities and its wholly owned subsidiary, CU Inc., use commercial paper
borrowings and short term bank loans to provide flexibility in the timing and amounts of long term
financing. ATCO Itd. has received dividends from Canadian Utilities which have been more than
sufficient to service debt requirements and pay dividends.

Cash flow from operations for the three and nine months ended September 30, 2003, increased by
$4.9 million to $118.0 million, and by $35.1 million to $401.8 million, respectively. These increases
were primarily the result of increased earnings before non-controlling interests and depreciation and
amortization, excluding the impact of the sale of the Viking property in 2002. In addition, in the first
quarter of 2002, ATCO Gas refunded to customers a total of $405.6 million related to the sale of the
Viking property, of which $20.6 million had reduced cash flow from operations.

Investing for the three months ended September 30, 2003, decreased by $43.2 million to $124.3 million.
This decrease was primarily due to lower capital expenditures and higher contributions by utility
customers for extensions to plant, partially offset by lower recovery of non-current deferred electricity
costs and changes in non-cash working capital in respect of investing activities. Investing for the nine
months ended September 30, 2003, excluding the $106.9 million sale of the Viking property, decreased by
$102.9 million to $341.3 million. This decrease was primarily due to lower capital expenditures,
increased proceeds on disposal of other property, plant and equipment and increased contributions by
utility customers for extensions to plant, partially offset by lower recovery of non-current deferred
electricity costs and changes in non-cash working capital in respect of investing activities. Investing for
the nine months ended September 30, 2002, including the impact of the sale of the Viking property, was
$337.3 million. Capital expenditures for the three and nine months ended September 30, 2003, decreased
by $22.1 million to $145.5 million, and by $126.7 million to $350.9 million, respectively. These
decreases were primarily due to lower investment in power generation projects and in electric and natural
gas transmission projects, partially offset by increased investment in regulated natural gas distribution
projects.

During the three months ended September 30, 2003, the Corporation issued $42.0 million of notes payable
and $15.2 million of long term debt and redeemed $64.5 million of long term debt and
$15.8 million of non-recourse long term debt, resulting in a net debt reduction of $23.1 million. During
the nine months ended September 30, 2003, the Corporation issued $42.0 million of notes payable,
$24.1 million of long term debt and $50.9 million of non-recourse long term debt and redeemed
$76.4 million of long term debt and $34.1 million of non-recourse long term debt, resulting in a net debt
increase of $6.5 million.

During the three months ended September 30, 2003, the deferred electricity cost obligation was reduced
by $15.9 million, which represents the amount of the deferred electricity cost obligation collected and
remitted during the period July 1, 2003, to September 30, 2003. During the nine months ended September
30, 2003, the deferred electricity cost obligation was reduced by $51.0 million, which represents the
amount of the deferred electricity cost obligation collected and remitted during the period January 1,
2003, to September 30, 2003. The deferred electricity cost obligation has now been fully repaid.

On April 17, 2003, Canadian Ultilities issued 6,000,000 Cumulative Redeemable Second Preferred Shares
Series X, having a dividend rate of 6.00%, at a price of $25.00 per share, for aggregate gross proceeds of
$150,000,000. The net proceeds of the issue were added to the general funds of Canadian Utilities to be
used for general corporate purposes including capital expenditures.
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At September 30, 2003, the Corporation had the following credit lines that enable it to obtain funding for
general corporate purposes.

Total Used Available
($ Millions)
Long term COmMmItted ......ccorverirerrireiesene e 583.5 84.1 499.4
Short term COMMIE......ocvririeriiiirerirreeeee e iree e eeesesereas 622.9 79.7 543.2
UNCOMIMULED ...vveeivieiieeeeesiisieeiiveieeirereeevessenesinernreeeeeaseseeasnreneeees 249.8 28.7 221.1
0] & | T TP 1,456.2 192.5 1,263.7

The amount and timing of future financings will depend on market conditions and the specific needs of
the Corporation.

Current and long term future income tax liabilities of $236.7 million at September 30, 2003, are
attributable to differences between the financial statement carrying amounts of assets and liabilities and
their tax bases. These differences result primarily from recognizing revenue and expenses in different
years for financial and tax reporting purposes. Future income taxes will become payable when such
differences are reversed through the settlement of liabilities and realization of assets.

On May 27, 2002, the Corporation commenced a Normal Course Issuer Bid for the purchase of up to 3%
of the outstanding Class I shares. The offer expired on May 26, 2003. Over the life of the offer, 23,000
shares were purchased. On May 27, 2003, the Corporation commenced a Normal Course Issuer Bid for
the purchase of up to 3% of the outstanding Class I shares. The offer will expire on May 26, 2004. From
May 27, 2003, to October 21, 2003, 46,000 shares have been purchased.

BUSINESS RISKS

The business risks disclosed in Management’s Discussion and Analysis of Financial Condition and
Results of Operations for the year ended December 31, 2002, remain substantially unchanged, except for
the following recent developments.

The water levels in the cooling pond used by Alberta Power (2000)’s Battle River generating plant have
returned to normal levels. Consequently, the plant is now producing electricity according to its Power
Purchase Arrangement contractual requirements. Prior to the return to normal water levels, the
Corporation made a force majeure claim in respect of short term curtailed plant production which was
experienced during the first quarter of 2003.

October 21, 2003
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ATCO LTD.

CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS

(Unaudited, Millions of Canadian Dollars except per share data)

Three Months Ended Nine Months Ended
September 30 September 30
Note 2003 2002 2003 2002
Revenues $665.7 $598.5 $2,920.8 $2,212.8
Costs and expenses
Natural gas supply 135.0 114.6 1,148.9 630.5
Purchased power 45.3 309 163.0 124.8
Operation and maintenance 231.3 217.1 732.6 663.1
Selling and administrative 40.9 35.3 120.4 116.6
Depreciation and amortization 66.1 61.9 207.9 185.9
Interest 38.1 40.2 115.3 117.8
Interest on non-recourse long term debt 11.7 7.6 34.0 24.6
Franchise fees 15.6 11.9 92.1 69.6
584.0 519.5 2,614.2 1,932.9
81.7 79.0 306.6 2799
Gain on sale of Viking-Kinsella property 2 - - - 108.5
Interest and other income 10.0 7.0 25.6 19.3
Earnings before income taxes and
non-controlling interests 91.7 86.0 332.2 407.7
Income taxes 37.0 32.0 130.1 151.1
Net earnings 54.7 54.0 202.1 256.6
Dividends on equity preferred shares 2.2 2.2 6.5 6.5
Non-controlling interests 29.8 25.5 107.2 1243
Earnings attributable to Class I and Class II
shares 2 22.7 26.3 88.4 125.8
Retained earnings at beginning of period 948.3 859.9 904.7 7717.7
~ 9710 886.2 993.1 903.5
Dividends on Class I and Class I shares 9.5 8.6 28.6 25.9
Direct charges 3 1.2 - 4.2 -
Retained earnings at end of period $960.3 $877.6 $ 9603 $ 8776
Earnings per Class I and Class II share 2,4 $ 0.76 $ 0.89 $ 297 § 423
Diluted earnings per Class I and Class II share 2,4 $ 0.75 $ 0.87 $ 293 $ 416
Dividends paid per Class I and Class II share $ 0.32 $ 0.29 $ 096 $ 087
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ATCOLTD.

CONSOLIDATED BALANCE SHEET

(Millions of Canadian Dollars)

September 30 December 31
Note 2003 2002 2002
ASSETS {Unaudited) (Audited)
Current assets
Cash and short term investments $ 5787 $ 346.5 $ 488.8
Accounts receivable 381.9 3224 497.7
Inventories 177.8 132.1 129.3
Income taxes recoverable - 0.3 21.7
Deferred natural gas costs - 11.0 31.2
Deferred electricity costs 2.9 42.4 20.7
Prepaid expenses 39.6 33.1 27.3
1,180.9 887.8 1,216.7
Property, plant and equipment 5,022.4 48559 4,949.2
Goodwill 71.2 71.2 71.2
Security deposits for debt 224 25.8 26.1
Other assets 135.0 140.5 140.1
$6,431.9 $5981.2 $6,403.3
LIABILITIES AND SHARE OWNERS’ EQUITY
Current liabilities
Bank indebtedness $ 94 §$ 193 $ 122
Accounts payable and accrued liabilities 365.1 382.1 497.3
Income taxes payable 5.7 - -
Future income taxes 3.2 7.0 16.6
Deferred natural gas cost recoveries 1.2 - -
Notes payable 42.0 7.2 -
Deferred electricity cost obligation - 65.9 51.0
Long term debt due within one year 1.8 34 3.8
Non-recourse long term debt due within one year 45.2 34.8 50.7
473.6 519.7 631.6
Future income taxes 233.5 2127 235.2
Deferred credits 87.9 80.3 77.5
Long term debt 1,886.4 1,835.9 1,936.0
Non-recourse long term debt 952.5 965.6 956.4
Non-controlling interests 6 1,551.8 1,201.7 1,371.8
Equity preferred shares 150.0 150.0 150.0
Class I and Class II share owners” equity
Class I and Class II shares 4 137.8 137.4 137.7
Retained earnings 960.3 877.6 904.7
Foreign currency translation adjustment (1.9) 0.3 2.4
1,096.2 1,015.3 1,044.8
$6,431.9 $5,981.2 $6,403.3
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ATCO LTD.
CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited, Millions of Canadian Dollars)

Three Months Ended Nine Months Ended

September 30 September 30
Note 2003 2002 2003 2002
Operating activities
Earnings attributable to Class I and Class II shares $ 227 §$ 263 $ 884 51258
Non-cash items included in earnings:
Depreciation and amortization 66.1 61.9 207.9 185.9
Future income taxes 1.8 2.5 5.5 1.1
Non-controlling interests 29.8 255 107.2 92.2
Gain on sale of Viking-Kinsella property - net of
current income taxes and non-controlling interests 2 - - - (34.6)
Other - net 2.4) (3.1) (7.2) (3.7)
Cash flow from operations 118.0 113.1 401.8 366.7
Changes in non-cash working capital 39.4 6.5 29.8 (105.4)
157.4 119.6 431.6 261.3
Investing activities
Purchase of property, plant and equipment (145.5) (167.6) (350.9) (477.6)
Sale of Viking-Kinsella property - net of current
income taxes 2 - - - 106.9
Proceeds on disposal of other property, plant and
equipment 5.1 0.8 174 4.0
Contributions by utility customers for extensions to plant 10.6 53 34.3 19.9
Non-current deferred electricity costs 3.9 12.0 8.8 29.1
Changes in non-cash working capital 1.7 (11.2) (50.4) (7.9)
Other 0.1) (6.8) (0.5) (11.7)
(124.3) (167.5) (341.3) (337.3)
Financing activities
Change in notes payable 42.0 22 42.0 2.6
Deferred electricity cost obligation (15.9) 65.9 (51.0) 65.9
Issue of long term debt 15.2 - 241 5.2
Issue of non-recourse long term debt - 159.6 50.9 209.9
Repayment of long term debt (64.5) (13.4) (76.4) (53.8)
Repayment of non-recourse long term debt (15.8) (16.7) (34.1) (40.4)
Issue of equity preferred shares by subsidiary 6 - - 150.0 -
Issue (purchase) of Class A shares by subsidiary 1.0) - 2.5) 2.8
Issue (purchase) of Class I shares 1.0) 0.1 2.7 1.7
Dividends paid to Class [ and Class Il share owners 9.5) (8.6) (28.6) (25.9)
Dividends paid to non-controlling interests (24.6) (19.0) (71.2) (57.6)
Changes in non-cash working capital (1.3) 9.6 5.6 8.6
Other ) 1.6 (2.0) 2.0 (3.4)
(74.8) 177.7 8.1 115.6
Foreign currency translation 0.8 3.6 (5.7 42
Cash position
Increase (decrease) (40.9) 1334 92.7 43.8
Beginning of period 610.2 193.8 476.6 283.4
End of period $569.3 $3272 $569.3 $327.2

() Cash position is defined as cash and short term investments less current bank indebtedness,

and includes $65.3 million (2002 - $117.1 million) which is only available for use in joint ventures.
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ATCOLTD. ) ’
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003
(Unaudited, Tabular in Millions of Canadian Dollars)

1. Financial statement presentation

The accompanying unaudited consolidated financial statements have been prepared in accordance with
Canadian generally accepted accounting principles and should be read in conjunction with the
consolidated financial statements and related notes included in the Corporation’s 2002 Annual Report.
These interim financial statements have been prepared using the same accounting policies as used in the
financial statements for the year ended December 31, 2002.

Due to the seasonal nature of the Corporation’s operations and the timing of rate decisions, the
consolidated statements of earnings and retained earnings for the three and nine months ended
September 30, 2003 and September 30, 2002 are not necessarily indicative of operations on an annual
basis.

Certain 2002 figures have been reclassified to conform to the current presentation.
2. Gain on sale of Viking-Kinsella property

In 2002, the Corporation sold its Viking-Kinsella natural gas producing property, having a net book value
approximately $40 million, for $550 million. In accordance with an Alberta Energy and Utilities Board
(“AEUB”) decision, $385.0 million plus related adjustments for future abandonment and future income
taxes of $20.6 million, for a total of $405.6 million, was distributed to customers by way of lump sum
payments.

The Corporation’s share of the net proceeds was $148.7 million, after adjustments, resulting in a gain of
$108.5 million before income taxes of $41.8 million and non-controlling interests of $32.1 million. This
sale increased earnings for the nine months ended September 30, 2002 by $34.6 million, earnings per
share by $1.16 and diluted earnings per share by $1.14.

3. Direct charges to retained earnings
Three Months Ended Nine Months Ended

September 30 September 30
2003 2002 2003 2002
Issue costs of equity preferred shares by a subsidiary
(after income taxes and non-controlling interests) $ - $- $1.3 $-
Purchase of Class I shares 1.2 - 2.9 -
$1.2 $ - $4.2 $-
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4. Class I and Class II shares

There were 26,254,281 (2002 - 26,295,131) Class I Non-Voting shares and 3,511,601 (2002 - 3,513,101)
Class O Voting Shares outstanding on September 30, 2003. In addition, there were 1,251,200 options to
purchase Class I Non-Voting shares outstanding at September 30, 2003 under the Corporation’s stock
option plan. From October 1, 2003, to October 21, 2003, 1,800 Class I Non-Voting shares have been
purchased under the Corporation’s Normal Course Issuer Bid, no stock options were granted and there
were no changes to shares under option.

The average number of shares used to calculate earnings per shares are as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2003 2002 2003 2002
Weighted-average shares outstanding 29,772,153 29,808,199 29,795,242 29,783,956
Effect of dilutive stock options 441,181 440,365 397,457 472,137
Weighted-average dilutive shares
outstanding 30,213,334 30,248,564 30,192,699 30,256,093

5. Stock based compensation

While the recommendations of the Canadian Institute of Chartered Accountants on accounting for stock-
based compensation and other stock-based payments encourage the adoption of the fair value based
method of accounting for stock options, other methods of accounting are permitted. The Corporation has
chosen to retain its existing accounting policy, which is permitted by the recommendations, whereby no
compensation expense is recognized upon the granting or exercise of stock options.

Had the Corporation adopted the fair value based method of accounting for stock options, earnings for the
three and nine months ended September 30, 2003 would have been reduced by $0.1 million, but there
would have been no effect on earnings per share. For the three and nine months ended
September 30, 2002, there would have been no effect on reported earnings or earnings per share.

6. Equity preferred shares of subsidiary corporation
On April 17, 2003, the Corporation’s subsidiary, Canadian Utilities Limited, issued $150.0 million of

Cumulative Redeemable Second Preferred Shares Series X for cash. The dividend rate has been fixed at
6.0%.
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7. Segmented information

Nine months ended Logistics Technologies
September 30, 2003 Power & Energy And Other Intersegment
September 30, 2002 Utilities Generation Services Industrials Businesses Corporate _ Eliminations __ Consolidated
Revenues -
external $1,777.3 $ 4978 $523.0 $103.2 $19.5 $ - $ - $2,920.8
$1,177.8 $ 4317 $437.8 $156.0 $95 $ - $ - $2,212.8
Revenues -
intersegment 53.1 - 424.9 0.1 75.7 8.6 (562.4) -
62.3 - 2316 0.3 68.8 8.3 (371.3) -
Revenues $1,830.4 $ 4978 $947.9 $103.3 $95.2 $ 8.6 $(562.4) $2,920.8
$1,240.1 $ 431.7 $669.4 $156.3 $78.3 $ 8.3 $(371.3) $2,212.8
Earnings attributable
to Class I and
Class II shares $ 319 $ 305 $ 24.1 $ 26 $ 77 $(10.4) $ 20 $ 884
$ 628 $ 255 $ 23.4 $ 11.3 $ 4.7 $ (5.2) $ 33 $ 1258
Total assets $2,395.1 $2,378.8 $800.6 $143.1 $70.2 $606.7 $ 374 $6,431.9
$2,422.9 $2,313.9 $837.7 $135.2 $61.2 $148.8 $ 61.5 $5,981.2
Allocation of
goodwill $ 357 $ 231 $ 124 $ - $ - $ $ $ 712
$ 357 $ 23.1 $ 124 $ - $ - $ $ $ 712
Three months ended Logistics Technologies
September 30, 2G03 Power & Energy And Other Intersegment
September 30, 2002 Utilities Generation Services  Industrials Businesses Corporate  Eliminations  Consolidated
Revenues -
external $317.7 $154.0 $151.0 $354 $76 $ - $ - $665.7
$230.6 $145.0 $167.2 $52.0 $37 5 - $ - $598.5
. Revenues —
.intersegement 13.7 - 96.7 . 258 2.9 (139.1)
. 20.5 - 51.1 0.1 233 2.8 (97.8) -
Revenues $331.4 $154.0 $247.7 $35.4 $33.4 $ 2.9 $(139.1) $665.7
: : $251.1 $145.0 $218.3 $52.1 $27.0 $ 2.8 $ (97.8) $598.5
Earnings attributable
to Class I and
Class [ shares $ 29 $ 93 $ 92 $ 09 $ 2.8 $(3.0) $ 06 $ 22.7
$ 07 $ 9.2 $ 9.2 $ 3.7 $ 22 $0.2 $ 1.1 $ 26.3

8. Regulatory matters

The AEUB issued decisions regarding ATCO Gas’ and ATCO Electric’s general rate applications on
October 1, 2003 and October 2, 2003, respectively. These decisions approved, among other things, for
ATCO Electric, a rate of return on common equity of 9.4% and a common equity ratio of 32% for
transmission operations and 35% for distribution operations for 2003; and, for ATCO Gas, a rate of return
on common equity of 9.5% and a common equity ratio of 37% for 2003 and 2004,

ATCO Electric’s 2004 rate of return on common equity and the common equity ratios for the transmission
and distribution operations will be determined as part of a generic cost of capital hearing which will
commence in November 2003.

The AEUB also directed ATCO Electric and ATCO Gas to refile the 2003 and 2004 general rate
applications, incorporating the findings in the decisions, on or before December 1, 2003. The AEUB will
provide its determination on the revenue requirements for the 2003 and 2004 test years following the
refilings.

These decisions will be recorded in the Corporation’s fourth quarter results. Had these decisions been
recorded in the accompanying consolidated financial statements, the effect on earnings for the nine
months ended September 30, 2003 would have been negligible as the AEUB had issued decisions in
December 2002 for ATCO Electric and ATCO Gas approving rates on an interim basis effective
January 1, 2003.
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