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Canadian Utilities Limited reported earnings of $150.0 million ($1.20 per share) for the three
months ended March 31, 2008, compared to earnings of $134.7 million ($1.07 per share) for the same
three months in 2007, were reported by Canadian Utilities.

TO THE SHARE OWNERS:

“Canadian Utilities is reporting strong first quarter earnings as our Ulilities and Global Enterprises
divisions continue to build on their 2007 performance,” said Nancy Southern, President and Chief
Executive Officer, Canadian Utilities. “We benefited from the growing regulated utilities, increased
margins and prices from natural gas liquids extraction, and we restored full production at two large
power generating facilities where unplanned outages occurred.”

Canadian Utilities also reported an increase in “‘adjusted earnings” for the first quarter, which excludes
certain items not in the normal course of business or a result of day-to-day operations. Adjusted eamings
for the three months ended March 31, 2008 were $149.7 million ($1.19 per share) compared to adjusted
earnings of $130.2 million ($1.04 per share) for the same three months in 2007,

RECENT DEVELOPMENTS

* On April 28, 2008, ATCO Frontec and their partner, the Fort McKay First Nation, announced that
they have been selected by Suncor Energy to create and operate a 1,148-room accommodation
complex to support oil sands development north of Fort McMurray, Alberta. ATCO Structures will
supply the rooms in modular units. The complex is expected to open on May 25, 2008, and remain
in place for a one-year period.

* On April 14, 2008, ATCO Frontec announced the opening of the first phase of their new Creeburn
Lake Lodge near Fort McMurray, Alberta. ATCO Frontec also announced that evaluation is
underway to consider doubling the capacity in the Lodge to 1,000 rooms.

*  On March 6, 2008, ATCO Power announced that its 1,000 megawatt Barking Power Station in East
London, England, of which ATCO Power owns 25.5%, resumed full operations. An unplanned
outage had reduced the plant’s capacity to approximately 400 megawatts. Insurance proceeds which
covered losses incurred during the first quarter of 2008 (carnings of $8.6 million) and a portion of
the losses incurred in 2007 (earnings of $3.3 million), were recorded in the first quarter of 2008.
The final insurance settlement is pending,.

*  Alberta Power (2000)’s Battle River Unit #4 Generating Station (approximately 150 megawatts)
resumed full operations on March 27, 2008. An unplanned outage was originally reported on

February 6, 2008.
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Financial Summary and Reconciliation. of o< pypie 5o 2 o For the Three Months
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Adjusted Earnings Ended March 31

LAY K 7;';_-..1...#-:_-_:._‘."."‘.;;'- R 2008 ... o, 2007
(8 Millions except ve;, s‘larc data). LU e (unaudited)
Reported Earnings . R LX) e 1347 -
ATCO,Power Mark to- Market Ad]ustmcnf . L . A (4:5)
Adjusted Barnings 0o - 7.+ vaee T T e, G e 300
Earnmgs Per Share LD “ L AN N N T T R T 1.07 °
Adjustéd Eamiings Per Share ™ " T T R ST T g T T g
Revenues 740.6 697.6
Funds Generated By Operations !’ 243.2 .. 2322

™" This measure is not defined by Generally Accepted Accounting Principles and may not be comparable to similar measures
used by other companies.

®  This measure is cash flow from operations before'changes in non'-cash working‘ capital. " o
Adjusted earnings for the three months ended March 31, 2008, increased prlmanly due to the 1mpact
of customer growth and Alberta Utilities Commission (AUC) approved interim customer rates
associated with the 2008 and 2009 general rate apphcatlon (“Interim Rates™), the impact of decreased
quarterly depreciation expense allocation and_ colder temperatures m ATCO Gas,;and higher margins
and prices for natural, gas liquids .extraction in ATCO. Midstream.  .The-change in the ATCO Gas
depreciation expense allocation resulted in an increase in ATCO Gas’ earnings of $4.9 million:" As:this
change relates to the quarterly allocation of full year depreciation-expense it will have no 1mpact on full
year earnings. - These increases were partially offset by the tlmlng and demand of natural gas storage
capaclty sold and lower storage fees in ATCO Mldstream )

:

collected on behalf of cities and mumcrpahtles and colder temperatures n ATCO Gas and hrgher sales
of natural gas on a no-margin basis for storage operations in ATCO Midstream. These increases were.
partially offset by the unplanned outage at the. Barklng generaung plant in ATCO Power 8" UK”'
operatrons net of insurance proceeds ST R A

R
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Funds generated by operations for the three months ended-March-31; 2008, ificreased primarily due
to higher earnings partially offset by decreased deferred availability incentives in Alberta Power (2000).
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Canadian Utilities Limited is part:df ‘the ATCO Group:.of Companies (www:atco.com). " Canadian
Utilities Limited is 2 Canadian-based-worldwide organrzatron of companies with assets of approxrmately
$7.5 billion and ‘mére than 6,500 employees,’ actlvely cngaged in three miain business divisions: Power
Generation; Utilities (natural gas and electricity transmissioni and digiribution) and Global Enterprises
(technology, logistics and energy services). .
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- ' CANADIAN UTILITIES LIMITED - -

. .w-Management S. Djscussmn and Analysns (MD.&.A.). o e
'For the Three Months Ended March-31;-20085>" 4=l

This MD&A: should 1 iadicaction with the Company s unaudited interim consohdaled financial statements
for the three moni’ A_consilidated: fiancial staténens: 4nd MD&A for the
year ended December 31 ...i)w MD&A) luformation contained in the 2007 MD& A that is not discussed

“in"thi§ documient remains .absgantially unchanged. This MD&A is dated April 28, 2008, Additional information
‘telating .tg ‘the” Company, mc‘ludn?g the "Company’s Annual"[nfonnafion_Form,, is avallablé‘"o'n SEDAR at
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Glossary
Adjusted Earnings means earnings’ attributablé to:Class:A and Class B.shares after adjustments- for items that are
not in the qnormal gourse of business nar., aresult of day-to day operauons. These items are usually of a non-r'*currmg

Faat

Eammgs sectmn fora descr:puon of. these 1lems (non GAAP 1tems) : L per s, e
Adjusted Earnings per Share is calculated by dividing Adjusted Ear‘ﬁ‘ih'g"s' for a period by the weighted average
number of Class A and Class B shares outstanding during the period (non GAAP items).

AESO means the AIberla Electnc System Operalor

Alberta Power Pool rﬁeanﬂhé’mrﬂc' or'electrmty in Alberta operated by AESO. ™

AUC means the Alberta Utilities-Comimission and its predecessor, the Alberta Energy and Utilities Board.

- : R
Availability means a measure of time, expressed as a percentage of continuous operation, that a generating unit is
capable of producing electricity, regardless of whether the unit is actually generating electricity.




Class A shares means Class A non-voting shares of the Company.

Class B shares means Class B common shares of the Company

. o e
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Class I Shares means Class [ Non otmg Shares of ATCOLtd: i =~ - 1

Class 11 Shares means Class 11 Voting Shares of ATCO Ltd

. . .
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Company means Canadian Utilities Limited and, unless the context otherwise requires, 1nc1udes lts subsidiaries.
Frac spread means the premium or discount betwéen the purchase prh.e of naturdl gas and tht, selh..g price of
extracted natural gas liquids on a heat content equ'valent basm

Coa [T oy

GAAP means -.,anadlan oenerally accepted accounting pnnc;plcs’: oo e e h
GHG means any greenboase gas whi "h has the potential {0 retain heat m the almcsphcre mcludmg water vapour,
carbon dioxide, methane, nitrous oxide and hydrofluorocarbons.

Gigajoule (GJ) means a unit of energy. equal to appm):imately 948.2 thousand British thermal units. -

; . : St

Mark-to-market means assigning a-value to a contract or financial msu'umenl based on the current market prices
for that instrument or similar instruments, - e e

rl

Megawatt (MW) means a measure of electric power equal to 1,000,000 watts. .. .- . .0 . in -,
Megawatt hour (MWh) means a measure of electncnty comumptmn equal to the use of L 000 000 watts of power
over a one-hour period. C e e e

NGL means natural "gas‘liq'uidsl',' such as ethane, propane, butdne and pentanes plus, that are extracted from natural

......

gas and sold as distinct preducts or as a mix. .o e e

[ [ A

Petajoule (PJ) means a unit of energy equal to approximately 948.2 bil]i_on British thermal units. \ _
PPA means Power Purchase Arrangements that became effective on January 1, 2001, as part of the pro';:e's.s of
restructuring the electric utility business in Alberta. The PPAs are legislatively mandated and approved by the AUC.

-
$

Propane Plus means propane, butane, pentane and other hydrocarbons other than niéthaqélaﬁd'etﬁaﬁe..

Shrinkage Gas means the natural gas which is used to replace ona hqat equlvalenl bams the NGL extracted durmg

NGL extraction operations. S e N e

[

Spark snread means the difference between the selling price, of electricity and the margiral cost of producing
electricity from natural gas. In this MD&A, spark spreads are based on-an approximate -industry heat rate of 7.5 GJ
perMWh . L o o . , v 1 . s . . e or T i

U.X. means_ United Kingdom. L . P S BTGP
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The consolidated financial statements include the accounts of Canadlan Utlhtles lelted and all of its subsidiaries.
The consolidated financial statements have been prepared in accordance w1th GAAP and .the reporting currency is
the Canadian dollar.
SO N T seanZ e AT SRR R
The Company operates in the following business segments: ’
R T T N BN L e s (I oo
The Utllltles Busmess Group mcludes ’
» .the regulated distribution of natural gas by-ATCO Gasy-- e sovie 1 20 wrsit te s b
 the regulated transmission and distribution of water.by:GLI Water;: ., ;s .+« c5.f - .o,
s the reguiated transmission of natural gas by ATCO Pipelines;
e the regulated distribution and transmission of:electric: energy: by -ATCO: Electric and its ‘subsidiaries,
Northland Utilities (NWT), Northland Utilities (Yellowknife) and Yukon Electrical; and

s the provision of non-regulated complementary: prolects by ATCO! Energy Solutlons AU

T HE IS L S S CFURE S R T : et

312

The Power Generation Business Group includes:
e the non-regulated supply-of electricity and cogexeration steam by ATCO Power;
o  the regulated supply of electricity by Alberta Power {2000); and
"'e * the sale of fly ash and other combustion byproducts produced’in coal ﬁred e]ectncal generalmg planls by
ASHCOR Technologies. B
The Global Enterprises Business Group includes: ™« - " .7 67557 T
s the non-regulated gathering, processmg, storage, purchase and sale of natural gas by ATCO Midstream;
s the provnsxon of project managemént ‘and Te¢hnital servicés ‘for custorhérs in' the industrleu defence and
transportation sectors by ATCO Frontec;
_* the development, operatlon and supporl of information systems and technolog1es and the provision of
billing services, paymient procéssing; éredit; collection and call centre services by ATCQ I- Tek and
e the sale of travel services to both business and consumer sectors by ATCO Travel, ' ' "

The Corporate and Other s'égme'n;t includes ‘casli’ balarices anid Eommeércial Téal estate ownéd _ljy the Corhpany n
Alberta.

B el T A T A LA P N P !

Lo T T A T P T S o AU S L .
Transactions between business segments aré eliminated in ail repoiting of the Company’s ‘¢orisolidatéd financial
information. For additional 1nformal10n on the Company s business segments, refer to the 9 to the unaudited
interim consolidated financial statements for the thrée months endéd March 31, 2008. T

..,.... - L

Certain staterents contained in this MD&A' constitute forward:looking information, Forward-looking information is
ofien, but not always, identified by the use of words such"as.“anticipate”, “plan”, “estimate”, “expect”; “may”,
“will”, “intend”, “should”, and similar expressions. Forward-looking information involves known and unknown’
risks, uncertainties and other factors that may cause actual results or events to differ materially from those
anticipated in such forward-looking information. The Company believes that the expectations' réflected in the
forward-looking information are reasonable, but no assurance can be given that these expectations will prove to be
correct and such forward-looking information should not be unduly relied upon.

In particular, this MD&A contains forward-looking information pertaining to contractual obligations, planned
capital expenditures, the impact of changes in government regulation and the impact of commodity prices. Actual
results could differ materially from those anticipated in this forward-looking information as a result of regulatory
decisions, competitive factors in the industries in which the Company operates, prevailing economic conditions, and
other factors, many of which are beyond the control of the Company.



Non-GAAP Measiires I

The Company uses the measures “funds generated by operations”, “Adjustec Eamings” and “Adjusted Earrings per
Class A and Class B share” in this MD&A. These measures do not have any standardized meaning under GAAP and
might not be comparable to similar measures presented by other companies.

Funds generaied by up\:l’ahunb is defiucd a4 cash flows from operations before changss in non-cash working capital.
In management’s opinioi, funds generated by operations is a significant performance indicator of the Company’s
ability to generate cash during a peiiod to fund its capital expenditures without regard to changes in non-cash
working capital during the period.

Adjusted Earnings is defined as earnings attributable to Class A and Class R shares afier adjustments fot items that
are not in the normal course of business nor a result of day-to-day operations. These ltems are usually of a non-
recurring or one-time nature. Management believes Adjusted Earnings.allow for a more etfectnlre analysis of
operating performance and trends. A reconciliation of Adjusted Earnings to earhings attributable to Class A and
Class B shares is presented in the Results of Operations — Selected Quarterly Informanon sectmn

Internal Control Over Financial Reporting

’

There were no changes in the Company’s internal controls ovér financiat ~epc:rhng that have occurred during the
three months ended March 31, 2008, that have materially affected, or are redsonably hkely to maferlall) affect the
Company’s internal comrgl over financial reporting. S




Results of Operations T A

SELECTED QUARTERLY INFORMATION ot T e

. PP P i .
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For the Three Months Ended V9@

(S million$ except pet shdte data)”” "~ 0T VU UU TN TMar 31 Juni30 - Sep-30°  Dec. 31
o I:'fm'“, o '41,,,‘ R ‘ "'f: '"fl"." . ,  (unaudited)
2008
Revenues R 740.6 I S -
Earnings attnbulable lo Class A and Class B sflgres o ! N T 1500 L. e
Earnings per Class A and Class B share™ ™" e ]'f"_" 'J";"i R o 20 - = T -,
Diluted earnings per Class A and Class B share D B ) o -
Adjusted Earnings @ - - ¥ RO U1 A -
Adjusted Earnings pei Class A Shd Class Bhare @ >~ 7 119 - . T
2007 RSV AL ER I SN TR RL IS o
Revenues - 697.6 560.3 489.9 657.1
Earnings attributable to Class A.and-Clags B shares .. ,:, | , 134.7. 31.1. 722 . 987
Earnmgs per, Clq.ss A ,amd Claas Bshare, - ... ' ;. sue . L07 o 055 0.58 .. 078
Diluted earnings per Class A and Class B share . L07 . 064~ . 058 - 078
Adjusted Earnings 130.2 67.5 70.6 75.5
Adjusted Eamings per Class A and Class B share ! 1.04 0.54 0.56 0.60
2006
Revenues - 563.4 3339 671.1
Earnings attributable to Class A and Class B shares - 70.2 66.8 100.0
Earnings per Class A and Class B share - 0.56 0.53 0.80
Diluted earnings per Class A and Class B share - 0.55 0.53 0.80
Adjusted Earnings - 66.4 67.5 100.0
Adjusted Eamnings per Class A and Class B share - 0.52 0.54 0.80
Notes;

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

@ Due to the seasonal nature of the Company's operations, changes in electricity prices in Alberta, the timing and demand of

natura) gas storage capacity sold, changes in natural gas storage fees, changes in NGL prices and natural gas costs and the

timing of rate decisions, revenues, earnings and Adjusted Eamnings for any quarter are not necessarily indicative of

operations on an annual basis.

The above data (other than Adjusted Eamnings and Adjusted Earnings per Class A and Class B share) has been extracted

from the financial statements, which have been prepared in accordance with GAAP and the reporting currency is the

Canadian dollar.

Refer to Significant Non-Operating Financial Items section for a description of the adjustments made to earnings attributable |
to Class A and Class B shares to obtain Adjusted Eamings.

(3)

14)

The principal factors that caused variations in financial condition and results of operations over the past eight
quarters necessary to understand general trends that have developed and the seasonality of the businesses disclosed
in the 2007 MD&A remain substantially unchanged.



RECONCILIATION OF EARNINGS ATTRIEBUTABLE TO CLASS A AND CLASS B
SHARES AND ADJUSTED EARNINGS

[ : o
Adjusted Earnings are reférred to in various sections of lhla MD&A. The fo]long table reconciles Adjusted
Earnings, which are earnings attributable to Class A and Class B shares afier adjustments for items that are not in the
normal course of business nor a result of day-to-day opcrations. TheSe items ‘are usually of a non-recurring or oaz-
time nature. A descnpl.on of each adjustment is provndcd in‘the Sigmucant Non—uperatmg lqnanc:al Items sectlon

3

For'the Three Mcenths ended

_ March 31
' Change to
) 2008 °
2008 2007 " {2008-2007)
(3 millions) o P,
Earnings attributable to Class A and Class B shares =~ = - T 1500 134.7 T 11.4%
Mark-to-Market Adjustment” ' - © (0.3) ‘(4.5 .. (93.3)%
_ Adjusted Earnings T o 1497 © 1302 . 150%

SIGNIFICANT NON- OPERATING FINANCIAL ITEMS

T

Consolidated and segmented financial results include the following Significant Non-Operatino Finaxncial Itgms.

Natural Gas Purchase Contracts and Associated Power Generatlon Revenue
Contract Liability (Mark-to-Market Adjustment) R LN

ATCO Power has long term contracts for the supply of natural gas for certain of its power generation projects
excess of the natural gas requucd {o generate power As the excess volume of natural gas can be sold,"A'TCO Power
is required to designate these entire contracts as derivative instruments. ATCO Power recognized a non-current
derivative asset of $59.0 million on January 1, 2007; thereafter, ATCO Power will record Mark-to-Market
Adjusiments through earnings as the fair values of these contracts change with changes in future natural gas prices.
These natural gas purchase contracts mature in November 2014, :

As all but the excess volume of natural gas is committed to ATCO Power’s power generation_ obllgatlons ATCO
Power could not recognize the entlre fair values of these natural gas purchase contracts in its TEVEnues.
Consequently, on January 1, 2007, A T'CO Power recognized a provision for a power generahon revenue comract in
the amount of $44.8 mlllloﬂ thereafler, ATCO Power will record adjustments to the power generatlon revenue
contract liability concurrently -with ‘the Mark-10-Market Adjustments for the natural gas purchase ‘contracts
derivative asset. This power generatlon revenue contract liability is included in deferred credits i in. lhe consohdaled
balance sheet

The Mark-td-Market Adjustment for the derivative asset and the corresponding adjustiment for ihe associated 'ﬁower
generation revenue contract liability increased earnings by $0.3 million for the three months ended March 31, 2008
($4.5 miltion in 2007). At March 31, 2008, the natural gas purchase contracts derivative asset is $71.9 million ($81 g
miliion in 2007) and the power generation revenue contract llablhty is $53 2 mllhon ($61.3 rn111|on in 2007). .

-

CONSOLIDATED REVENUES AND EARNINGS

Consolidated first quarter 2008 revenues increased by $43. 0 million (6 2%) aver the first quaner of 2007. This
increase wac primarily attributable to a $24.8 million (7.2%) increase in revenues in, the Utilities segment, and a
$32.2 million (17.7%) increase in revenues in the Global segmeni. These increases were partlally offset by a $7.1
million (3.4%) decrease in revenues in the Power Generation segment. Revenues in the Corporate and Other
segment were, substanually unchanged.




Increases. in revenues were primarily, atiributablé! td incr&a8ed international.opefations in ATCO Fréntec; AUC
approved interim customer rates associated with the 2008 and 2009 general rate, application, (ATCO Gas:Interirn
Rates), the impact of customer growth, higher franchise fees collected on behalf of cities and municipalitics and
colder temperatures in ATCO, Gas, and higher-sales: of ‘natural,gas on a no-margin basis. for; sterage. operations in
ATCO Midstream, l-llgher AUC .approved. customer -rates assocrated with the 2007 and 2008 general tariff
applrcatron in ATCO Elgetrig (ATCO Efectric GTA) also contnbuted to.these. increased revenues. These- increases
were pamally offset by the. unpla.nned outage at.the. Barkmg generaling plant in ATCO Power’s UK. cpezations, net
of insurance proceeds (Barking Outage, refer to Segmented lnformatlon Power Generanon Unplanned Outage at
Barkmg Generatmg Plant-sectron)w e e :

Earmngs for~the “three monthsrended March-31;-2608 were $1:50.0 miilion, amincrease of $15.3-miltion-(11.4%),
ovet the first quarter of 2007, including the impact of the adjustments identified in the Significant Non-Operating

Fmancwl Items sect1on e

For the three months ended March 31, 2008, Ad_]usted Earnings were $149.7 million, an increase of $19.5 miilion
(15.0%), over the same period of 2007. The primary reasons for the increased Adijusted Earnings were the lmpact of
customer growth and 'ATCO Gas Interim Rates net of cost increases, the change in quarterly deprecmtlon expense
allocation (ATCO- Gas- Deprecrauon Expense Adjustment, refer to Segmented-Information-- ATCO Gas secnon) and
coldér- -temperatures- in ATCO-Gas;- higher- margins -and--prices for-NGL: extraction -in-ATCO Midstréam and
increased international operations in ATCO Frontec. These increages were part1ally offset by the trrmng and demand
of natural gas storage capacity sold and- {ower storage fe¢s in ATCO Midstreaim. © -

Interest and other incodié¢ decréased for the first quarter of 2008-by $6.2 million to $14.0 million mainly due to
the Mark-to-Market Adjustment in ATCO Power.

o, N 1rttees :‘-?_. it L FCE N Y ) - UM, e L S %
CONSOLIDATED EXPENSES Trooadene T T e, Bre
e sl L - For the Three Months Ended
) s ; ' " March 31
($ millions) |- . .;Change to
g SR LI T e T 008
o PR 2008 2007 (2008-2007)
’ e e :
Operating expenses: -
- -Natural gas supply 149 31 i 58_0.6%.
" Puréhased power " ot ’ T153 0 138 10.9%
'O eration and maititenance ‘ Co T T 2848 24067, 1.6%
Sellmg dnd ad.mmlstratlve T e e T 819 424 - :22 4%
Franchige fees AR 7 58.5 7%
T T T T 3893 3584 8.6%
Deprecmtron and amortization EE ’ 90.1 91.9° 2.0%
Interest 55.9 54.6 2.4% '
‘Drvrdends on equlty preferred shares e e b BRI - 5 W 8.8 . S (8.0%
_Income taxes '__’, LT B " L 61 2. . 69:4 (ll 81%' '

RHIS

Operatmg expen:;es for ‘the. three months ended March 31 2008 mcreased by S30 9 mllhon (8 6%) over the same
period in'2007. Natural gas supply incredséd as'a‘tesult of higher purchases of natural’ gas for storage operations in
ATCO Midstream. Operation and maintenance EXPenses were higher pnmarlly as.a fesult of the recordmg of GHG
emission fees by Alberta Power (2000) recovered froin'its customiers i adcordatice with the PPAs which cover costs
of the recent changes in environmental laws (refer to Business Risks - Environmental Matters section), offset by the
impact of the Barking Outage Sellmg and admmrstratlve expense$ inéréased prrrhanly as d'result of the impact of
mﬂatlon rncreased salanes and pro_]ect devélopment’ costs ngher franchise fees were collected in ATCO Gas.

For the three months ‘ended March31, 2008, depreciation and amortization eXpenses decreased by $1.8 mrlhon’
(2.0%) over the same period in 2007 primarily due to the ATCO Gas Depreciation’ EXpense Adjustment partlally
offset by capital additions in 2007 and 2008 in the Utilities segment.



Interest expense for the first quarter of 2008 increased by $1.3 million (2.4%) over: the. first: quarter.of 2207,
primarily due to increased interest on new financings issued in 2007 to fund capital expenditures in the Ultilities
seg'nent partially offset by the repavment -of ATCO Power’s non-recourse ﬁnancmgs in 2008 and 2007,

For the three months cnded March 31 2008 income taxes decraased by $8.2 million (11 8%) over the first quarter
of 2007 primarily due to lower corporate income tax rates and lower future income taxes in the Utilities segment
resulting from the ATCO Electric GTA, which required ATCQ Zleciric, in the third quarter-of 2007, to change its
income tax methodology for the Tecording .of Federal Income Taxes. This change in-methodology does not affect
earnings as ATCO Electric’s. revenues and income tax e\(pense were reduced by smn]ar amounts Offsetting this
decrease was higher eammings, ... % ;g of S -

SEGMENTED INFORMATION

For the Three Months Ended ~ -

. ) g - March 31
($ miliions) o ' Power Jlobal | Corperite © Imiersegment '
~Dtilities  Generation  Enterpiises - & Otier Eliminations Totai
2008 : : ' : - A .
Revenues 359.5 193.8 - 214.1 .. 32 (45.0) 740.6
Earnings attributable to Class A : - C
and Class B shares 66.5 35.0 48.9 (0.1) (0.3) 150.0
Mark-to-Market Adjustment n - (0.3) I - - - (0.3)
Adjusted Earnings 665 ' 347 489 7 (0.1) " (0.3) 149.7
200/ L, I L o S
Revenues © 3447 2059 1819 3.3 " '(38.2) 697.6
Eamings attributable to Class A - ' o
and Class B shares 49.1 434 42.8 0.2 {0.8) 1347
Mark-to-Market Adjustment ‘" - (4.5) - - - {4.5)
Adjusted Eamings § 491 38.9 42.8 0.2 (0.8) 130.2
Note: J:'H - Co '

' Refer to Significant Non-Operaung Fmanc1a1 Items section for a descnphon of the adjustments . S
P P A S '
Utilities e D T
o Lob e A
Utilities ,~evenues in the first auarler of 2008 mcreased by §24.8. mzlllon {7.2%). from the first quarter of 200-;
Iteme that contributed to mcrea_fd revenues were lh_P ATCO Gas Interim Rates,-the impact of customer growth,
higher franchise fees collected gn behalf of cities and municipalities and colder temperatures in ATCO Gas and the
impact of the ATCO Electric GTA.
Temperatures in. ATCO Gas in the ﬁrst qua'ter of 2008 were 0, 3% warmer than non'nal compared to 5. l% warmer
than normal in the firct qua.ter of 2007. .. . . . o« S e, T,
In the first quarter of 2008 earnings and Ad:usted Earnm' T were $66 5 mllllon an mcrease 0; S"7 f‘ million
(35.4%) over the first quarter of 2007. The primary reasons for the increase were the ATCO Gas Interim Rates net
of cost increases, customer growth, the ATCO Gas Depreciation Fxpense Adiustment and calder femperaturss in
ATCO Gas and the impact of the ATCO Electric GTA.



Depreclatlon Expense Ad]ustment Gk v R
Effectwe January Iy ’7008 ATCO Gas prospccuvely changed the aliocation’of annual deprec:lauon and amomzﬁtmn
expense on a quarterly basis. The method of quarterly allocation has been changed from an estimate based on the
timing of revenues-to the straighi lin€ basis; fesulting+in-a reduction-to- ATCO’ Gas* depreciation’and amortization
expense of. $7.1° million-in the"first:quarter of ‘2008 as"compared to-the. depteciation and ‘amortization- expense
recorded in*the. first.quarter; of:2007. The annual depreciation,and amotization. expense’ continues ‘to be ‘on thé
straight line basis.-and -therefore- this. change“do€s -not- affect-the’ tctal“depreciation -and: amortization ‘expense
recognized for the year:This‘change in allocation resulted in ah increase to ATCO Gas’ eamings ‘of $4 9-million for
the three months ended March 31, 2008, compared to the three months ended March 31, 2007. e

- N~ o
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Regulatory Developments vitd

The AUC administers acts and' regulations. regarding rates, financing, accounting, construction, operation, and
service area. The return on common:equity for regulated utility operations was established by the AUC using its
staﬁdaﬁ:iiied rate., o'f réﬁ'uh"fhéihodolo'gyfo}'h—tililiés" in 'A-ll';ei'té 'Tﬁe"félé of return was established in 2004 and is
mechanism used by the Natlonal Energy Board The rate of return for 2007 was 8.51% and for 2008 has been set at
8.75%: If no rate applications are filed for a particular yeat; then thete'will be no adJ_uslment to the commer. cqu1ty

R

rate of refurn for that year. v .

In Eebruary 2008 the AUC mltxaled a genenc prooeedmg to determmc if the slandard:zed rate of return
methodomgy estabushed in"2004 should be reviewed. This proceeding will detérming if the ciirrent methodology
coniinues to-yield a fair Teturn “on-equity: for wutility companies: Purthermore the-AUC is* addresamg ‘Whetherthe
existing AUC approved capital structures for all utility companies should be reviewed in a generic proceeding or,
alternatively, to.continue to address changes,in capital, siructure in utility company specific rate applications. A
degision from-the AUUG-on-whether {o-pfooecd -and-how to-proceed,-on these issues- lS expee@ed in- the-second-quarter
of 2008

Y

Benchmarkjngo,f rim mmrs ‘. e m e -,_‘.... R S e --r'_-.. ‘.'...__I.. _'_ - ‘.
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ATCO Electnc ATCO Gas and ATCO Pipelines purchase information technology services from ATCO I-Tek.
ATCO Electric and ATCO Gas also purchase customer care and billing services from ATCO [-Tek. The recovery of
these cosls in customer rates is subject'to AUC'approval. Since 2003, thé'costs have been approved on a placeholder
basis, and are subject to final AUC approval after completion of a collaborative benchmarking process. The
benchmarking report, dealing with the period of 2003-2007, was received on January 23, 2008. In February 2008 the
benchmarking report along with an application to adjust the placeholder rates was filed with the AUC. In April
2008, an agreement with the’ customcr ‘group coﬂcemmg the: adjusu’hent to ‘placeholders was subniitted to the AUC
for approval:"Should ‘this dgreement be’ approved by lhe ‘AUC:it is not expected to have a material impact on
consolidated earnings. An"AUC decision on the agreement is éxpected'in itie becond quarter of 2008. -

Effective January 1, 2008, price changes for ATCO I-Tek's information technology services to ATCO Electric,
ATCO ‘Gas and ATCO Pipelinés were-implemienied. Price ¢hanges reldting to ATCO I-Tek’s customer care and
billing contract services for ATCO Gas and ATCO Electric were effective March 1, 2008. Fot 2008 and beyond; a
new regulatory process will be set up to approve rates for information technology and customer care and blllmg
services prowded b y ATCO l-Tek that cani be inchid6d in‘ custoimer rates. ' -

e

T L T N I . . i . i

Utility Asset’ Disposmon Rate Review Proceedmg b - '

In March 2008, the AUC initiated a proceeding to consider the potential rate related implications for Alberta utilities
of the Supreme Court of Canada’s 2006 Calgary Stores Block Decision (Stores Block Decision). The Calgary Stores
Block matter involved the disposition by ATCO Gas of its Calgary Stores Block facility and adjacent property in
downtown Calgary. The Supreme Court held that utility shareholders were entitled to receive all proceeds resulting
from the sale.




The AUC has indicated that-the Swies Block Decisior mzy have various-implications with respect to regulation of
Alberta utility companies. The AUC would like to develop a comprehensive understanding of these potential
implicaiiens through this proceeding and then apply this understanding in a consistent mianngr in future decisions. At
the conclusion of this nroceedmg, the AUC will issue a decision reflecting its conclusions with respect to the
interpreiaiion and appiicaiion of the guidance provided by the couris and the resulting implications 10 be used in
future proceedings.

ATCO Gas
Deferred Gas Accouat

ATCO Gas filed an application vnith the AUC to address, among other things, corrections required to historical
transportation imbalances (the process whereby third party natural gas supplies are reconciled to amounts actually
shipped in the Company’s pipelines) that have impacted ATCO Gas’ deferred gas account. In April 2005, the AUC
issued a decision resulting in a 15% decrease in the transportation imbalance adjustments sought by ATCO Gas. The
City of Calgary filed a leave to appeal the AUC’s decision. ATCO Gas filed a cross appeal of the AUC’s decision.
On July 7, 2006, the Alberta Court of Appeal issued its decision granting the City of Calgary’s leave to.appeal on
the question of whether the AUC etred in law or jurisdiction in.assuming that it had the avihority to allow reccvery
in 2005 of costs relating to prior years. At a hearing on April 13, 2007, the Alberta Court of Appeal declined to
consider the City of Calgary’s appeal and referred the jurisdictional question back:te the AUC. On January 3, 2008,
the AUC issued a decision confirming its jurisdiction to approve the prior period adjustment it had approved
previously. In Februarv 2008, the City of C azgary ﬁ'ed a Leave to Appeal the January 3, 2008 decmmn with the
Alberta Court of Appeal.. . _ . . S :

Loty . . .- . T - ' N PR

Orher Matt'ers . . ] . N A . o
P o . : - . S o,
The Company has a number of other regulatery filings -and regulatory hearing submissions before the AUC for

which decisions have not been received. The outcome of these matters cannot be determined at this time: .- 7 -

Power Generation

Power Generation’s first quarer 2608 revenues decreased by $7.1 million 3. 4%) over the ﬁrst quarter of 1007
primarily as a result of the impact of the Barking Outage. This decrease was partially offset by the recording of
GHG emission fees by Alberta Power (2000) recovered from its customers in accordance with the PPAs which
cover costs of the recent changes in cnvironmen_lal laws (refer to Business Risks — Environmental Matters section).

Earnings for the three months ended March 31, 2008 were $35.0 miilion, 4 decrease of $8.4 million (19.4%) oveér
the first quarter of 2007 including the impact of the adjustments identified 1n 1]'18 Slgmﬁcant Non-Operatmg
Financial Iterns section.

Adjusted Earnings for the three month. ended March 31, 2008 were $34.7 rhillion,. a decrease of $4.2 million
(10.8%) over the first quarter of 2007, primarily due to lower eammgs resultmg from reduced avallabllny at the
Barkmg generating plant and the impact of lower UK. exchange rates on conversion 'of earnings to Canadidn dollars
in ATCO Power’s UK. operutions. These decrcases Were pnmanly offset by the recogmhon of i msumnce proceeds
from the Bdrkmg Quitage.




Availability of Power Generanon s gcneratmg plantSrby gﬂographxc region is sel aorth below: - " -
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Note: - s
W The lower- -availabilityin 2008 reflects the' outage at the Barklng ‘generating plant ‘which commenced on Oclober 25,7 2007.
On March 6, 2008, ATCO Power announced that the plant had retitmed to'service: ' v
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Unplanned Oulage at Bar’cmg Generatmg Blanr NEA :ul.. o : o S

On October 25,-2007, ATCO Power’s I 000 MW Barkmg gcneratmg plant in thelU K: expenenced an unplanned‘
outage due to failure in a steam turbine generator. On March 6, 2008, ATCO Power announced that the plant had
returned to service. This outage reduced the plant capacity to approximately 400 MWs during this period. The
financial impact of the failure, prior to the recognition of insurance proceeds, was a decrease to ATCO Power’s
earnings of $13.4 million, ($8.6 million related to 2007 and $4.8 million related to the three months ended March
31, 2008). During the three month. period ended March.31, 2008; $8.1: million ‘of business interruption insurance
proceeds were recorded,i($3.3. million related to 2007 and $4.8 million relzted 1o the three months énded March 31,
2008). ATCO Power was able to recognize these insurance proceeds as a result of the certamty supporting thc
allocation of the proceeds. T

The. financial lmpact of the failure, including the. recognmon of the insurance proceeds, was-a decrease to ATCO
Power s earnifigs ‘of $8 6 million i m 2007 and mcreased eammgs by $3 3 mt’lhon for the three months ended March
31 2008 ST o . . : e oo

P R B PR U DU I A s
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Dlscussmns are ongoing with insurers and their advisers o arrive at a final settlement. At this time, an amount for
the final insurance settlement cannot be determined. R P P R

I R R I A I S MU S to Fad i o v
Other Power Generation Developments P

On January 30, 2008 JUnit 4 at Alberta Power (2000)’s 150 MW, _Battlg River generating plant experienced an
unplanned outage due to a fallure in the’ unit’s generator . The unit gemmed 10 service on March 27, 2008 Alberta
Power (ZQQO) has clalmed rellef under the force, majeure provrsrlons of its PPA. These prov1snons provide. protectlon
for the operator agalnst mechanlcal fallures whlch last more than forty-two days except for crrcumslances where it
is fouind that thé bperator failed to follow good operaling’ practlces If the claim for relief is nQI. successful,, the cash
impact will be approximately $11.8 million. Due to the availability incentive pool deferral account! Alberta Power

(2000} does not expect any material earnings impact as a result of this outage,

The majority of ATCO Power’s electricity sales to the Alberta Power Pool are from natural gas-fired generating
plants, and as a result earnings are affected by natural gas prices and Alberta Power Pool prices. Alberta Power Pool
electricity prices averaged $76.95 per MWh for the three months ended March 31, 2008, compared 1o average prices
of $63.29 per MWh in corresponding period of 2007. Natural gas prices averaged 3$7.56 per GJ, compared to
average prices of $7.00 per GJ in the first quarter of 2007. These electricity and natural gas prices resulted in an
average spark spread of $20.23 per MWh for the three months ended March 31, 2008, up from $10.76 per MWh in
first three months of 2007.



Changes in spark spread affect the results of approximately 406 MW of plant capacity ownec in Alierta by ATCO
Power and Alberta Power (2000) out of a total Alberta-owned capacity of approximately 1,709 MWs and
approximately, 70 MW of plant capacity owned in the U.K. by ATCO Power-out of a total U.K.-owned capacity'of
approximately. 262 MW. and a. worldwide owned capacn}" by ATCO Power and Alberta Powel (2000) of
approx1mately2 474 MW. - - . i . ) TR IS
T L. .
The followmc chart demonslrates the vclatll:ty of. Alberta spark ..preads expencnced l:y ATC (& P0w='r for the penod
of December 2003 to March 2008, . . .

i L R v . Coe

A!Fé;:taSparkSpreads R B Cae o e
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Alberte Spark Spread
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- e.2004  —--2005 ~ ——2006  --—-2007  + -~2005

The Company’s merchant power sales are affected by velatitity in power and natural gas prices caused by market
forces such as fluctuating supply and demand for electricity. The Company manages this volatility through its
adoption of asset optimization strategies for bidding its merchant power into both the Alberta and UK. power
markets. )

Alberta Power (2008) .
Under the terms of the FPAs, Alberta Povser (2000, is subject to an incentive/penalty regime related to gen-rating
unit availability. Incentives are nayable by the PPA counterpartizs for availability i exress of predetermined targets,
and penalties are payable by Albe-1a Povier (2000) when ihe wai]ability targets are nci athieved.

During the three months ended March 31, 2008, the deferre | avallablhty incentive account wzreases by $0.9 niillion
to $42.7 million, mainly due to incentives received in the first quarter due to good availabi.ity parually offset by
penalties paid for the Battle River generating plant forced nutage..During the three months qued March 31, 2008,
the amortization of deferred availability incentivzs, recorded in revenues, increased by $0.! mllhon to §3.0 mllllon
compared to the corresponding pariod in 2007. : ) _ .

Greenhouse Gas Emissions
In 2007, Alberta Power (2000) began to record GHG emissions fees recovered from its customers in accordance
with the PPAs which cover costs of recent changes in environmental laws (refer to Business Risks - Environmental

Matters section). As the collection of the majority of these fees is on a ﬂow—thmugh basns, there is minimal 1mpac1
on the earnings of Alberta Power (2000). -
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Global Enterprlses O S eyl T et T
St P e m T T T P P A N :
Global Enterpnscs revenues increased by’ $32.2 mil hon (17 7%) for the three months ended ‘March '31; "‘2008\‘ as
compared with the:three months ended -March ‘31, 2007. Items that increased “reveriies mcluded increased
international operanons in ATCO Frontec and higher sales of natural gas on a no-margm basis for storage operallons
and higher prices and volumes of natural gas processed for NGL extraction in ATCO Midstream, These increases
were partially offset by lower siorage revenues' due-to the timing and derhand of storage capacity sold and lower

storage fees in ATCO Midstream. Peao

Earnings and Adjusted Earnings for the three months ended March 31, 2008 were $48.9 million, an increase of
$6.1 million (14.3%) over the first quarter of 2007, Th= priraty feasoas for the higher earnings in the first quarter of
2008 were higher margins and prices for NGL. extraction in ATCO Midstream and increased international operations
in ATCO Frontec. These increases were partially offset by lower storage fees in ATCCQ Midstream,

ATCO Midstream
NGL Extraction Operations

A portion of ATCO Midstream’s revenues is derived from the extraction of NGL from natural gas and the marketing
of NGL products under supply or marketing contracts. Total licensed capacity of ATCO Midstream’s NGL plants is
371 million cubic feet per day.

ATCO Midstream’s NGL extraction operations involve the extraction of NGL from natural gas and the replacement
(on a heat content equivalent basis) of the NGL extracted with shrinkage gas. For Propane Plus, the difference
between the price of natural gas and the value of the liquids extracied is commonly referred to as the frac spread.

Frac spreads vary with-fluctuations in the price of nateiral gas and the prices of the applicable liquid extracted. Frac
spreads can be volatile, as shown in the following graph Wthh illustrates monlhly frac spreads during the period of
December 2003 to Marcir-2008. - -
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Note: . . ] . Ce
™ "The above chait represents measurements of frac $preads in Alberta, as'reported by an independént consultant.

Fluctuations in frac spreads affect ATCO Midstream’s earnings and cash flow from operations. A $1.00 change in
the average annual frac spread impacts annual earnings by approximately $6 million.



Storage Operations ce
The majonty of ATCO Midstrearn’s natural gas storage revenues come from seasonal differences (summer/winter)
in the price of ,.atu;al gas (price difereatials), R ecogj.uou of - ATCC Mdﬂream § revenucs is determmed through
the terms of the coniraci'ia. arrangerr.eats,

- R

Summer/winter natural gas price differentials can be volatile, as shown in the following graph, which illustrates a
range of seasonal snread: expetiencad during the storage periods from 2004-2005 wo-2008-2009. Price' differentials
at any point in tine r11y not always be indicative of the storage revenue and earnings for the same penod due to the
types of ¢ :mtracts and the timing of the revenue recognition associated with these contracts. e :

Net Summer/Winter Differ=niial

L e, e . -

[

$3.50 : —' I

$3.00

- 250

$2.00

3150

3/Gigajoule

$1.00

' 8050

30.60

—

($0.50)
-

No
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
ALg
Sep

| 20042005 - -2005-2055 0 20062007 '-'-‘—'—"—4‘2067-2008» ‘-é'-—zous-ztiby o

] . i B AT i 4

ATCO Midstream faces risks assocnated with change‘; 10 seasonal nalural gas commodlty pnce deferentlals To
mitigate this risk, ATCO Midstream mazintains portfohos of vaned conlracts delwery terms, capacmes and
customers for its storage operations. -

ATCO Frontec . N o Cot i ey .
Recent Developments S ' R ; e B -r'_[, . ?-:',._;'

On April 14, 2008, ATCO Frontec announced that the first phase of the 500-room Ceeburn Lake Lodge in Fort
McMurray, Alberta had opened for operations. Due to the demand for lodging, evaluation is underway to consider
doubling capacity to 1,000 rooms under the ex1stmg _]Ollll venture with the Fort McKay First Nation.

On April 28 2008, ATCO Frontec and I.helr partner the Fort McKay Flrst Nation, announced that lhey have bcen
selected by Suncor Energy to create and operate a 1,148-room accommodation complex to support oil sands
development north of Fort McMurray. ATCO Structures will supply the rooms in modular. units, The complex is
expected to open on May 25, 2008, and remain in place. for a one-year period. L ,

Corporate and Other : _ : . . -,

Earnings for the first quarter of 2008 were substantially unc!’ianged; -

4 - . 7



qumdlty and Ca p:tal Resources

3 E l{ 1 i
A maj or porllon of lh:e Company s operatmg inccroe and funds generatec‘ by operatlons is generated from 1ts utlhty
operations, Canadian Utilities and its wholly owned subsidiary, CU Inc., use ~ommercial paper horrowings and short
term bank loans to provide ﬂextblllty in the timing and amounts of long term ﬁnancmg

LTI L " ';"'|'[Z' vIToerr AT ' . [ . P . . .
SUMMARY OF CASH: FLOW\ BN ) < ko oo For the Three:Months Ended . .
‘- R A S TR I T ) o T, . March 31. .
(S mllhons) P ot Gyt R ‘ -+ «Change to-
2008
2008 2007 (2008-2007)
Cash position, beginning of period 747.2 798.8 (6.5)%
Cash provided by (used in) o
Operating activities 256.6 3264 21.4)%
Investing activities (121.9) (124.4) (2.0)%
Financing activities (70.8) (61.8) 14.6%
Foreign currency impact on cash balances 1.7 (04) = 525.0%
Cash position, end of period 812.8 9386 ., (13.4)%
OPERATING ACTIVITIES

For the three months énded March 31, 2008, cash flow from operations was $256.6 million, a decrease of $69.8
million (21.4%) over the same.period in 2007, primarily due to changes in non-cash workinig capital. Funds
generated by operations was $243.2 millior, an increase of $11°0 million (4.7%) over the first quarter of 2007,
primarily due to higher eamnings partially offset by decreased deferred availability incentives in Alberta Power
(2000).

[

INVESTING ACTIVITIES - -

For the three. months ended March 31, 2008, cash.used.in investing activities decreased :2.0%,.primarily due to
increased contributions by utility customers for extensions to plant, changes in non-cash working ‘capital and
changes in non-currenl deferred elecmcny costs These decreases were. partlally offset by hlgher capltal

......

investment in ATCO Frontec projects.

Capital expenditures to maintain capacity, meet planned growth, and fund future development adtivities are
expected to be approximately $0.9 billion in 2008, an increase of 28.4% from 2007. The majority of these
expenditures are uncommitted and relate primarily to the Utility segment. Capital expenditures*for 2008 to 2010 are
expected to be approxxmately $3 0 bxlllon for the Utilities segment

1, St PR TR st AR Coalo e "

FlNANCINGAGTlVlTIES" b e D
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In the first quarter, of 2008 the Company had et debt decreases of $32 5 ‘million due to repayments of non-
rccourse long term debt: " v N :
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There were no ‘purchases of Cariadian Utllmes Cliss A’ non-voﬁ’ng §hares urifler fhe normal course’issuer bid and
ne issues of Canadian Utilities Class A fon- ~voling’shares dieto stock option exervises-in‘thé ‘first’ quarter of 2008.

On May 23, 2006, the company commenced a normal course issuer bid for the purchase- “of up to 5% of the
outstanding Class A shares. The bid expired on May 22, 2007. Over the hfe of the bid, 1,679,700 shares were
purchased; all of which were purchased in 2006. Ori’ May 23,2007, the company ¢ommenced a new normal course
issuer bid for the purchase of up to 5% of the outstanding Class A shares. The bid will expire on May 22, 2008.
From May 23, 2007, to April 25, 2008, 157,800 shares have been purchased all of which were purchased in 2007.




Total dividends for the three months ended March 31, 2008 increased by $3.5 million (9.2%) to $41.7 miilion over
the same period in 2007. Dividends paid to Class A and Class B share owners for the three months ended March
31, 2008 increased by $0.0275 to $0.3325 per share. The Company has increased its annual common share dividend
eaLh year since its inception ds-a holding company i 1972 The payment of any dlvmend is at the dlSLl‘CllOn of 1he
Board of Directors and depends on the financial condition of the Company and other factors. :

FOREIGN CURRENCY TRANSLATION SR e e Tl

Foreign currency translation for the three months ended March 31,2008, positively'impacted the Company’s cash
position by $2.1.million over the same period i in 2007 ‘as a result’ofichanges‘in U- K a‘)d Australlan exchange rates

¥ v

used for balance sheet translations. . R T

SHORT TERM INVESTMENT POL]CY .

Thf‘ Company has a long standmg pollcy not to m\lr';.sl an ;.or' ‘its* cash gal'ances :1‘11 ‘asset-backed securities,
consequen:iy, the recent turmoil in the asset-backed cormmercial paper market has had no impact on the Company.
Al March 31 2008 the Company-had tne fol‘o wing .credllll. l.mes that enrlia—leflat to obtam r‘unri‘lmg for genera] eorporale
purpcses.” : .

I',. Il . . ot

-11'6&1" © ' Used ' - Available
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(8 millions) i

Long term commiited -~ ' S )3260 4827 2118
Short term committed ' T TTETG00.0 F S Eahg T s
Uncommitted . —_— 74.0 20.5 53.5
Total T T0008T 09 g

v o - 7 W

The amount ‘and timing of future’ nnancmgs will depend on market condrtlons and the specnﬁc needs of the
Company.

CONTRACTUAL OBLIGATiONS ' Lo |

Contractual obligations disciosed in the 2007 MD&A remain substaniiai]f ﬁn'eha:;ﬁg_eid as at March 31, 2608, . ‘. l
CURRENT AND LONG TERM FUTURE INCOME TAX LIABI!:I'F\J( ]

Current and long term future income tax liabilities of §159.9 Iﬁlliiéfl-'a-l Match 31, 2008l are alttributabie to
differences between the financial statement carrying amountr of assets and liabilities and their tax bases. These

dlfferences result primarily trom recognizing revenue and expenses in dlfferent years for ﬂnancral and tax reportmg
purposes. Future income taxes will become’ payabie when such drfferenceq are reversed throuih the settlemenf of

Share Capital L
The equity securities of the Company consist of Class A shares and Class B shares

At April 25, 2608, the Compeny had outstarding 81,571,286 Clase f\ shares; 43,723 384 Clags-B shareés.and options
to purchase 1,445,700 Class A shaces. Coen o
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Business Risks . . . L e o e
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lnformatmn contamed in the 2007 MD&A related to Busmess Rlsks Whlch 1s not dlSCI.ISSCd.Il’l thlS section
remamssubstantlallyunc,hanged I O R L P S S C T TPES T o

ENVIRONMENTAL MATTERS BRI

The Company’s operating_subsidiaries-and. the industries in whith. they_operdte are.subject-to extensive ifederal,
provinetal ‘and local environmental protection laws concerning’emissions to. the, air; dlschargeslto ‘surface -and
subsurface waters, land use activities and the handling, manufacturing, processing, use, emission and dispasal of
materials and waste products.

P g
L . &

On March 10, 2008, the Government of Canada released details on its regulatory framework originally announced
on April 26, 2007. Electricity sector. companies must-achievé an initial GHG reduction in-2010 of 18% from their
company-wide emission intensity, with 4 2% continuous improvement required annually- thereafter. New facilities
(2004 or later) are allowed a 3-year grace period after which they must improve emission intensity by 2% per year
below the clean fuel standard. For cogeneration facilities, steam production GHG emissions;are subjected to the
reduction target and electricity production emissions are compared to a deemed emission target. Compliance may be
achieved by reduction or, capture; limited investment in a technology fund, emission credit-trading, purchase of
offset credits, Kyoto Protocol Clean Development Mechanisms (maximum 10%) and very limited opportunity for
early action credits. The government reiterated that it still intends to transition to fixed emission caps in the 2020 to
2025 time period. Final regulations on GHG ¢missions are expected to be published in the fall of 2009.

The federal government also announced plans to set targels to regulate air pollutants (sulphur dioxide, nitrogen
oxides,-particulate matter, volatile organic compounds and mercury) from industrial sources by 2015. Amendments
to the air pollutant section-of the regulatory framework are expected in the spring of 2008.

Alberta legislation requires large emitierstp‘rpduce*GHG €mnissioli intensities by 12% starting July 1, 20067. Baseline
emission -values-for Alberta Power (2000)'s and ATCG Power'sfacilities have been estabiished -armd compliance
reports with payments for 2007 GHG, obligations were submitted to Alberta Environment on Margh 31, 2008. For
Alberta Power (2000)’s coal- fired umts ‘the PPA counterparties provided paymenls for their 2007 GHG obllganons

Alberta regulation requires coal-fired generating plant operators, including Alberta Power (2000), to monitor
mercury emissions and capture at least 70% of the mercury in coal emissions commencing January 1, 2011, A full
scale test is planned for Unit 5 at the Balile Rlver generating plant in, 2008 to evaluate the mercury control method to
ensure the capture objectlve can bé met. -

It is anticipated that the PPAs will allow Alberta Powér (2b00) to recover most of the costs associated with
complying wilh both the.Federal and Alberta regulations during the PPA term.

Due to lower emissions’ per umt of output ATCO f’ower $ gas-ﬁred generatmg unlts have minimal exposure to
changcs in GHG regu[atlons and therefore 1t Is ant1c1paled thai there will not be 2 material impact from. complymg
with the Alberta regulanons ATCO Power ‘is currently ‘evaluating the impact of complying with the federal
regulations.

REGULATED OPERATIONS o e e
Temperatures e Dan - o i

Temperature fluctuations have a“significant impact on-thioughput in ATCO Gas. As approximately 50% of ATCO
Gas’ delivery charge is recovered based on throughput, ATCO Gas’ revenues and eamings -are sensitive to

temperature. Temperatures that are 10% warmer or colder than normal temperatures impact ATCO Gas’ annual
earnings by approximately $9.7 million.




As part of its 2008 and 2009 general rate spplicaticn filed with the AUCT in November 2007, ATCO Gas is seeking
approval from the AUC tc set up a defeiral account mechanism whick: would, i7 approved, eliminate the impact of
temperature on ATCO Gas’ earnings.

Changes in Accounting Policies
Effective lanvary 1, 2008, the Company cdopted--the- Canadian -Institutc of Thartcrcd Accountants—(CICA)
recommendations for capital disclosures which require disclosure of qualitative and quantitative information
regarding the Company’s objectives, policies and processes for managing capital (refer to Note 6 to the unaudited
inteiiin consohdated financial siaicuenis {on the -three mouths ended Maich 31, 2068). The recommendaiion
requires additional disclosure in the notes to the financial statements.

Effective January 1, 2008, the Company adopted the CICA recommendations pertaining to disclosure and
presentation of financial instruments which require disclosure of the classification of the Company’s financial
instruments and additional qualitative and quantitative information regarding the nature and extent of risks arising
from financial instruments to which the Company is exposed (refer to Note 7 to the unaudited interim consolidated
financial statements for the three months ended March 31, 2008). The recommendation requires addmonal
disclosure in the notes to the financial statements,

Effective January 1, 2008, the Company prosnectivelv adopted the CICA recommendations for measurement and
disclosure of inventories which provide guidance on the determination of cost and its subsequent fecpgnition as an
expense, including any write-down to net realizable value, and on the cost formulas that are used to assign costs 1o
inveniories. The recommendations also clarified that major spare parts are to be included.in property;, plantand
equipment. As a result of adopting these recommendations, the Company reclassified $1.8 million of inventories to
property, plant, ard equipment related to major spare parts on Japuary 1, 2008 (refer to Note 1 to. the unaudited
interim consolidated financial statements for the three months ended March 31, 2008)

[RUREE TEE R RTRT YRR

FUTURE ACCOUNTING CHANGES

The CICA has 1ssued new accounting recommendations for goodwill and 1ntanglble assets whlch cstabllsh standards
for the recogniticn, measurement, presentation and disclosure of goodwill and intangible assets (including internally
developed intangible assets). These recommendations are effective for the Company beginning January 1, 2009.
Goodwill and intangible assets that are not assets as defined by GAAP will be derecognized and charged to, the
equity of the Lompany at that dale T he (,ompany is evaluatmg the etfecl of these recornmendauons on 1ls ﬁnanc al
staernents, S ’
B . S L S B

In 2006, the' CICA announced that accounting standards in Canada are to converge with Infernational Financial
Reporting Standards (IFRS). The Company will need to begin reporting uirder IFRS in the-first quarfer of 201 1:With
comparative data for the prior year. IFRS uses a conceptual framework similar to GAAP, but there are significant
differences nn tgcognition, measurement and disclasures that, will need to'be addrésSed. The " sany i<’ currently
assessing the impact of these standards on its financial statements.



PRSI © CANADIANUTILITIES LIMITED the n P
CONSOLIDATED STATEMENT QF EARNINGS AND RETAIN E.D EARNINGS '
(Millions of Canadian Dollars except per share data) : :

e YLy o - 2e Months Ended |
e ol d i K] . B 2w

- ' B " March31

Note 2008 . 2007

. 7. el . '(Unauﬁﬁ_lgcﬁ_

- Revenues e - R sen L o $ 740.6 S 6976

Costs and expenses
Natural gas supply . T 149 . 3.1

Purchased power. L S Lo S ‘ 153 138
‘Operation and maintenance L , (o . 2445, 2406
 Selling and administrative SR J T R ; - 519 424 -
Depreziation and amortlzatlon . - TR , S 9.1 91.9

nterest ‘ ' o : . 464 42.6
Interest on non-recourse long term debt 9.5 12.0
Franchise fees . S T - IO S 62.7 .-« . 5835

ST .~ . 5353 304.9

o AR .. I LUt D cee 2083 0 1927
: Interest and other income. | - A S T R N R L A, I X 2.2

_Earrpiags before income taxes . PECINRE N TN L T S S 2193 - 2129
L Income taxes-- * . - P I L R T 1 SR A N R X

T e T e e T 88 e 1435
Dividends on equity preferred shares 8.1 8.8

PN . . - '

Earnings attributable to Class A and Class B shares 150 0 134.7

L T EE L T P [P

Retained earnings at beginning of period .~ R T -+ 2,036.0 - 1,813.3

o v e A ' HEN "‘ .aL..-L‘ —» et i. e 2,186.0 S 1,948.0
Dividends on Class A and Class B shares " "~ ~ 27 D70 L0 s . Lol 417 - 382

“Retained earningsatend'of period> . - " gii.in © -t . T '$2,1443  151,909.8

Earmngs per Class A and Class B share 5 $ 120 3 107

[.“.,‘ ' e, NI T . AT e ) B v

Diluted. earmn&perClassAand ClassBshare N ae v @b -8 . 119, $ 107

- tomT N came s oo .
Y i T L R L AL B

Dmdends pald nﬁ‘SClassAand ClassBshare LU e s $03325  § 0.305




CANADIANUTILITIES LIMITED
ZONSOLIDATED EALANCE SHEET

(Millions of Canadian Doilars)

March 31 December 31
Note 2008 2007 2007
. e e e (Unaudited) _____ (Audited)
ASSETS
Current assets Tl e
Cash and short term irvestments -$¢ 8550. §-939.0 - ¥ 7472
Accounts receivable 3759 3114 373.9
Inventories 1,3 958 - . 944" 101.8
Regulatory asseis 221 8.3 ’ 10.2
Derivative assete 7 0.1 S 8 B 08
Prepaid expenses - ~ o 242 22.3- - 298
S Coe - - - L1373 C 13755 .. 1,2637
Property, plant and equipment 5,748.2 54419 ° 56785
Regulatory assets . . _ . . e e . L6830 446 .. 756
Derivative assét§ . -, . e e T 726 L0822 .l a7
Other assets 196.3 201.1 .- 194.3
— _ : . — $7,456.5 $7,145.3 $7,2854
LIABILITIES AND SHARE OWNERS' EQUITY S g
Current liabilities . e Cogn
Bank indebtedness 4 $ 422 5 04 3 an
Acc.cunts payable:and accrued liabilities 369.9 343.0 375.00
Income taxes payable St T R A N
Future income taxes o I T R % LT
Regulatory liabilities 7.5 4847 " ;:\
Derivative liabilities 7 2.9 AN “26
Non-recourse long term debt due within one year 45.3 66.07 " 65.4
. 494.8 4512 4459
Future income taxes 159.6 1994 1538
Regulatory liabilities - - S memmmeem e = 14133 144:2-- - -~-146:5-
Derivative liabilities ~ Coe - R R A R % bR ¥ « Sl o
Deferred credits T 38 2992 i 3079
Long term debt 2,603.4 23990 » . 2,6032"
Non-recourse long term debt 470.0 586.8 478.1+
Equitir pref'e.r_re;:i_..sha‘l:es T . ) . T -;625‘9 ) .." 35@:5 v :—‘“62‘5?(-)
Class A and Class B share owners' equity TR . LT
Class A and Class B shares 5 516.9 516.6 516.9
Contributed surplus 21 1.4 1.9
Retained earnings 2,144.3 1,909.8 2,036.0
Accumulated other comprehensive income {22.0) (3.4} (33.1}
Retained earnings and accumulated other comprehensive income 2,122.3 1,906.4 2,002.9
2,641.3 2,424.4 2,521.7
$7,456.5 $7,145.3 $7,2854
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CANADIAN'UTILITIES LIMITEDG
CONSOLIDATED STATEMENT'OF CASH FLOWS
(Millions'of Canadian Dollars)

Lt i e e oo e . . Lhice Months Ended
T L0 v March 31
ViAo Note 2008 2007
(Unaudited)
Operating activities ANy .
Eamings attributable to Class A and Class B shares . $150.0 -- 31347
Adjustments for; . ' T e
Depreciation and amortization * ~ : 1 90.1 -. 91.9
- Future income taxes ’ 2.0 W27
-Deferred availability incentives -~ - 0.9. o166
~TXU Europe sen[ement net of income taxes (2 5) . (3 0)
SOther | T m STT T et fem semman mme s e emeien e S (0 2
Funds generated by opéranons L L. 24320 -, 2322
Changes in non-cash working capital 134 ... - 942
Cash flow from operations . - R 256.6 ,.i. 326.4
Investmgactlwtlns et = s '.._‘.:.-..- e+ v e = m et et o ammr e mmme e - L n
Purchase.of ntaperty, p'a.nt.and. enu.lpmem s s — ——— ¢ o wee . rs e e (1845 L (W
Costs on disposal of property, plant and equipment 0.9) (0.5)
Contributions by utility customers for extensions to plant R SRR % A 19.8
Non-current deferred electricity costs 6.9 (1.4)
Changes in non-cash workmg capital 99 - (14.2)
Other v vl S C U 0) (4.4)
- S (121.9). - (124.4)
Fmancmg activities . . L ]
Repayment of non-recourse Iong term debt . (325) - (25.1)
Net issue of Class A shares . - R, ' - , 0.5.
Dividends paid to€lassA- and*Ciass B shareuwners--— =~ smem e s s e e - () o (38.2)
Cha.ngcs in non- cash workmg capltal LS S -
Other L _ 3 1.0
o (70.8) {61.8)
Foreign currency translation v ':- - 1.7 .t (0.4)
Cash pésition” - .5 e v
Incréase - sl I3 65,6 1139.8
Beginning of period 747.2 798.8
End of period 7 .= . £hIn -+, $8128. . . -5938.6

) Cash position consists of cash and short term investments less current bank indebtedness, and mc!udes $ 122 1 million

(2007 $204.4 million) which is only avallable for use in joint ventures. e

,,. N 27




CANADIAN JTLITILS LIMITED *
CONSOQUIPATED STATEMEHT OF COMPREHENSIVE INCOME

(Millivws of Car.adi- = Dollars)

Three Months Ended
. _ v, March31l . )
_ 2008 2007

.+« (Unaudited)

Earnings aitributable to Class A and Clss B shares _ . . 3150.0 C$134.7 v
i [ . "1-1 Ui . T . .
Otker comprehensive facorne, net of income taxes: '., Bolen NI
Cash flow hedges - 7 . . s (3.8) 0.5
Foreign currency translation adjustment S . - 14.9 0.3
_ ' 11.1 0.8
. M r
Comprehensive income . . §161.1 $135.5

24

'



CANADIAN UTTHITIES-LIMITED
"NOTES TO CONSOLIDATED FINANCIAL STATEMEN IS
MARCH 31,2008
(Unaudited, Tabular Amounts in Millions of Canadian Dollars)

1, . Summary of 31gmﬁcant agcounting policies - - -

F mancml statement presenmtmn

The -accompanying consolidated financial statements have heer prepared -in accordance with Canadian, ‘senerally
accepted accounting principles (“GAAP”) and should be read in conjunction with consolidated financial statements
and related notes included in the Corporation’s Financtal Information’ contained in-its- 2007 Annual Report These
intérim financial statements have been prepared using the same accounting pohmes as used in the financial

'
.

statgments for the vear ended December 31, 2007 _exceptas.describedbelow_ = * " - Lot e

Effectwe January 1 2008 the Corporatlon adopted the Canadlan Institute of Chartered Accountants (“CICA”)
recommendations Tor canital.disclgsires which tenpire, dicrlgsure . nf nualitative and quantitative’ infomhation
regarding the Corporation’s objectives, policies and processes for managing capital (see Note 6).

Effective January 1, 2008, the Corporation adopted the CICA recommendations pertaining to disclosure and
presentation of financial instruments which require disclosure of the classification of the Corporation’s financial
instruments (as described in the Financial Instruments section below) and additional qualitative and quantitative
information regarding the nature and extent of risks arising from financial instruments to which the Corporation is
exposed (see Note 7).

Effective January 1, 2008, the Corporation prospectively adopted the CICA recommendations for measurement and
disclosure of inventories which provide guidance on the determination of cost and its subsequent recognition as an
expense, including any write-down to net realizable value, and on the cost formulas that are used to assign costs to
inventories. The recommendations also clarified that major spare parts are to be included in property, plant and
equipment. As a result of adopting these recommendations, the Corporation reclassified $1.8 million of inventories
to property, plant, and equipment related to major spare parts on January 1, 2008.

Due to the seasonal nature of the Corporation’s operations, changes in electricity prices in Alberta, the timing and
demand of natural gas storage capacity sold, changes in natural gas storage fees, changes in natural gas liquids
prices and natural gas costs and the timing of rate decisions, the consolidated statements of earnings, retained
earnings and comprehensive income for the three months ended March 31, 2008 and March 31, 2007 are not
necessarily indicative of operations on an annual basis.

Certain comparative figures have been reclassified to conform to the current presentation.
Inventories

Inventories are valued at the lower of cost or net realizable value. The cost of inventories is assigned using the
weighted average cost method. Net realizable value is the estimated selling price in the ordinary course of business,
less applicable variable selling expenses.

The cost of inventories is comprised of all costs of purchase, costs of conversion and other costs to bring the
inventories to their present condition and location. The costs of purchase comprise the purchase price, import duties
and non-recoverable taxes, and transport, handling and other costs directly attributable to the acquisition of finished
goods, materials or services. The costs of conversion include direct material and labour costs and a systematic
allocation of fixed and variable overheads incurred in converting materials into finished goods.

Property, Plant and Equipment

Effective January 1, 2008, ATCO Gas prospectively changed the allocation of annual depreciation and amortization
expense on a quarterly basis. The method of quarterly allocation has been changed from an estimate based on the
timing of revenues to the straight line basis. The annual depreciation and amortization expense continues to be on
the straight line basis and, therefore, this change does not affect the total depreciation and amortization expense




1. Summary of significant accounting policies (continued)

recognized for the year. This change in allocation resulted in an increase to consolidated earnings after income taxes
of $4. 9 mnllon for the F “e months ended March 31, 2008

Financial Instruments :

The Corporation estatlishes the classification of financial instruments at their initial recognition. Financial assets
are classified as heid for trading, avuilavie for sale, neld to maturity or loans and receivables. Financial liabilities
are classified as held for trading or other liabilities. . .. . . S
Financial mstrumems classified as held “for tradmg, other than depvatwe msirumeﬂt" that are ‘-ffective hedgmg
instruments, are measured at fair value with changes in fair value recogmzed in earmngs Derivatives that are
designated as, and continue to be, effective cash flow hedging instruments have gains and losses in fair values
recognized through other comprehenswe income. Derivatives that are des1gnated as fair value hedgmg instruments
have gains and losses recognized in earnings.

Financial instruments classified as available for sale are measured at-fair, valve using auoted prlf‘e in an active
market. hangeq in fair. value are recognized in other comprehenswe income until the item is derecognized or
determined to be 1mpa1red at which time the cumulative gain or loss prewously reported in other comprehenswe
income is recognized in eamings. When actively quoted prices are not available, fair value is determined using other
valuation techmques If fair value cannot be reliably estimated, the item is carried at cost.

Financial msb’uments classxﬁed ag held to matunty, loans and recelvable or othcr l'ab'lmes are measued at falr
value upon initial recognition but are. subsequenfly measured at their amortized cost. using thr- effecnve mtereof
method.. AR L I L ) PR
< " .-, - - N " ". ' P i . e T B - - - -. e a B - .l ’! ’ e .
FutureAccounting Changes PP - N R TR

The following new accounting recommendations are in addition to those. future accounting changes disclosed in.the
December 31, 2007 consolidated financial statements.

The CICA has lsquﬂd new accounting recommendations for goodwill and intangible assets which establish standards
for the recognmon ‘measureinent, preséntation and disclosure of goodwili and intangible assets (including intérhally
developed intangible assets). These recommendations are effective for the Corporation beginning January 1, 2009.
Goodwill and intangible assets that are not assets as defined by GAAP will be derecognized and charged to the
equity of the Corporation at that date The Corporatlon is evaluatmg the effect of these recommendanons on 1t.=

financiai staiements. o e ey

- N Coe e . oy e e . e .

2. Regulatory matters '

In September 2007, ATCO Electric received a decision on its General Tariff Application for 2007 and 2008 which
approved a returr..on common equity of 8.75% for 2008 and 8. 51% for 2007. ATCO'Gds’ and ATCO Pipelines’
General Kate Appiications for 2008 and 2009 contain placeholder retutns on comrnon equity of 8.75% for 2008. If
no rate applications are filed for a partlcular year, lhen there w1ll be no ad]ustment to the common equxty rate of
return for that vear.

A process continues with respect to the pricing of services provided by ATCO I-Tek to the utilities. A
benchmarking report was received in January 2008 and filed with the Alberta Utilities Commission. (*AUC”) in
February 2008, along with an apphcatlon to ad_]ust placeholders "In; April 2008 an agreemeiit with_ the customer
group concerning the ad]ustment to placenolders was submitted to the AUC for approval Should this agreement be
approved by the AUC, it is not expected to have a material lmpact on consohdated earnmgs A dec151on from the_
AUCis expected before the end of the second quarler 01 2008

The Corporation has a number of other regulatory filings and regulatory hearing submissions before the AUC fot
which decisions have not been received. The outcome of these matters cannot be determined at this time.



3. Inventories B L L T P

S . L el gnneL . L, 0 S el et o Mareh 31 e

b e o a08sh o 12007
Natural gas and fuel in storage $34:4-" 8382
Raw materials and consuinables 61.4 56.2
B TR . R N e T Lt 1 ‘~"'$9’5.8‘-' e $94_4
o R N N R L G L j . - '

For the three months ended March 31, 2008, the amount of i inventriet recogmzt:d as an expense was $26.9 million
(2007 - $26.4 million), there have been no write-downs to net realrzable value and there have been SO 6 nulhon
reversals of previ'ous wnte—downs 1o net reahzabrie vahre I

ey o

Inventorles in the amount of $l 1.1 mrlllon are’ pledged as securrty for llatbrlltles

A . LN . cLn B

4. Bank indebtedness Rt - .

Durlng the three months’ ended March 31 2008 the Corporatron borrowed $422 mtlhon on its’ short” term

.....

Tt Aenis Lol A T Tt L e Tu

5. ClassAand ClassBshares .. T 1 O et T T R

. : . | . . . :
s e - L - ~- b . .o
Ll TN IR p

There were 81,559,886 (2007 81,486 886) Class A non-voting shares and 43,734,784 (2007 43,922,484) Class B
comirion shares outstatiding on March 317 2008:“In addition; theré weré I 445,700 options to purchase ‘Class A non-
Voting ‘shares“ouitstanding at March 31,°2608 tinder ‘the- Corporatlon 's §tock “option plan. ‘From April 1, 2008, to
April 25, 2008, no stock options were granted or cancelled, no stock options were exercised, 11,400 Class ‘B
common shares were exchanged for Class A non-voting shares and no Class A non- votmg shares were purchased

under the Corporation’s normal course issuer bid.

The dverdge niimbér of shires used t¢'Calculate earnirigs per shafe afé as foRows: - -' 77~ ¥ 75
B T IPa 12 L .
. o . . Three Months Ended
T R L R L0 TR BN E RO it Loe i, oo _rl RS P Marchr3] .
e el e T e s T 008" 2007
i T Lo e AT oL a0 o AT - k] PN Y
We1ghted‘average shares outstandtng . O _"' S _125,_2_94;67(!_' 125,390,433
Effect of dilitive stock options - st A e s ’ 517,799 - - 499458
Weighted average diluted shares outstanding 125,812,469 125,889,891

6. Capital disclosures
The Corporatron ,s objectlves when managrng capltal are: a
1. 'to safeguard the ab111ty lo commue asa gomg concem 50 that n can eontmue to provnde retums 10 share
... owners and beneﬁts for other stakeholders i
‘2. 1o miairitain ‘&n approprrate credit’ tating in ordér o' prov1de efficient and cost efiectwe access to funds
requ1red for operations and growth; and
3. to remam w1th1n the cagltal structure approved by the AUC

'I‘he Corporatton 1nc1udes share owners equ:ty, equltv preferred shares long term debt and | non-recourse long term

debt in lts deterrmnatlon of capnahzatlon ln managmg lts capltal the Corporatron t:on51ders both, the regulated and

v

the core assets and operatlons "I mamtarmng oF ad_]ustmg 1ts caplta] structure, ,the Corporatlon may ad_lust the
amount of dividends paid to share owners, issue or purchase Class A and Class B shares, and issue or rédecm equity
preferred shares, long term debt and non-tecourse long term debt.

o
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6. Capital disclosures (continued)

The orporation’s utility, operations are regulated primarily by the AUC, which, through the generic cost of capital
decisicn issued in-2004, established the capital structure for -each utility.. The utility operations are, therefore,
capitalized consistent:with the generic cost of capital decision. - The capitalization invclves the use of long:term debt
and prcferred share financings; the AUC approved the contmued use of the latter in a dec.sror' issued in2006.

. . - o e . L oot

Whlle the. Corpo ztion’s utility operanons are ca‘altah"'ed consrstent w1th I.he AU(‘ decrsrons; the Cc-rporatlnn itself
is not restricted in its capital structure. The capital structure for the Corporation is set relative 1o risk and to meet the
financial and operational objectives of the Corporation (while considering the decisions of the regulator).
Dec1srons on lhe level and type of financing are based on assessments by management in line with the Corporation’s
objectives. In determining the type of financing to be undertaken by a given operation, the Corporatron has a goal of
managing the financial risk to the Corporation as a whole.
l

Capital 15 monitored through an equity capitalization’ measure which is calculated as total equlty divided by lotal
capitalization. Total equity is compnsed of Class A anc'Class B shares, contributed surplus, retained -eaings,
accumulatéd other comprehensive income and equity preferred shares. Total capitalization is comprised of long
term debt, non-récourse jonig term aebt and total equlty " The Corporation’s strategy, which is- unchanged from 2007,
is to maintain the equity capitalization allowed by the regulator for the regulated operations and to structure tae non-
regulated operations so as to sustain access to cost effective financing by maintaining high credit ratings on debt and
preferred snares. The burporauon looks to rrarmdm an eqmty r,apltalrzatlon in the range of 45% to’ 55%

Other measures that zre taken into consideration are interest coverage and-interest and preferred dividend qovefa‘ge.
Interest coverage is calculated by dividing earnings before income taxes, intérest expense and dividends on’ equity
preferred shares by total interest expense. Interest and preferred dividend coverage is calculated by dividing
earnings before income taxes, interest expense and dividends on equity preferred shares by interest ¢expense and
dividends on equity preferred shares (grossed up to pre-tax equivalents) The Corporation looks to maintain interest
coverage of at least 2.3 and mterest and preferred dividend coverage of at ledsl 2.0; 1hese objectrves are unchanged
from 2007,

Equity capitalization, interest coverage and interest and preferred dividend coverage o not have any standardlzed
rieaning under GAAP and might not be compa.. able to similar measures presented by Orher compames

The Corporation’s key measures of capltal-structure are as follows: CLTIOL L e e

: S : o e March 31"~
___ L T T 0T T 007
Class A and Class B shares LT T s s T Lt g 51697 'S 5166
Coniributed surplus : I A SR % (R ¥
Retained earnings « ~ - - v T - el D ebme DOt e T 1443 1,909.8
Accumulated other comprehenswe income L . {22.0) (3.4)
Equity preferred shares - e ne et TLCL 0L gas g it 636.5
- Total equity ' T e TR R T L BT 39663 T 3 060,90
Longiermdebt' ~ ‘¢ 0 -0 % 0 1edg o RGeS TN 603 4% 23990
Non-recourse long tem'd'eb"t' LS SRl 11 S I TSV DL RS S § B 470'.0 - . 5868 .
Total debt 3,073.4 2,985.8
Total capitalization $6,339.7 $6,046.7
Equity capitalization e — _S2% 51%

The equity capitalization is consistent with the Corporation’s objectives. Total equity increased primarily due to
higher earnings of the Corporation reflected in increased retained eamnings. Total debt increased primarily due to
financings for utility capital expenditures partially offset by redemptions of non-recourse long term debt, including a
one-time payment of $52.7 million in the second quarter of 2007 which represented the Corporation’s share of the
TXU Europe settlement that was applied to Barking Power’s non-recourse long term debt.
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6. Capital disclosures (continued) - DL

Interest coverage and.interest.and preferred dividend-coverage.are:managed-on an annual basiy by the Corporation.
Due to the seasonal nature bf the Cdrporation’s' operations, changés in.electricity prices infAlberta,‘the timing and
démand:of natural gas.'storage. capacity. sold, changes.iin“natural’ gas storage- fees, changes ‘in- natural gas liquids
prices and natural gasiwosts'and- the .timingof rate . décisions, irevenues and. earnings -for'/any quarter are not
necessarily indicative of operations on an annual basis. Therefore, quarterly coverage ratios are not presented as
they are not uecessanly mdlcatwe of the artnuc.] performance mThe— amoums presented below-are the most recent
annual covera.ge rattos i A AR R S ARSI

becember 31

R TR T A T T B S e SR T S S SR oL L o b 2007 ¢

L :.,‘ ‘-l' ) iy _.' R . ] A N Lo e B N T T
Interest coverage ¥ AP P N (e R w33
Interest and preferred dwtdend coverage " . 2.7

s S EEONT e
{1 'The coverage rauos for\ 2007 were negaavely, zmgacred by, the AUC dec:sron !hat d;rert('a’ ATCO El lectric to
-reﬁmd Juture income taxes.to customers --The total . reducnon in,revenues and income taxes recorded in 2007
was 339.6 mrlhon If the. reductwn in. revem.res I;ad not occurred interest coverage would have been 3.5 and
_ mrerest and preferred d:vrdﬂnd coveragq would have been 28 . -,

e s nibenn L’

requirements on its capttal (1ne1ud1ng debt covenants) The Corporatton has a number of regulatory filings and
regulgtory:hearing submissions.before the AUC for which decisions have not been received, the outcome of which
could affect the capltal structure. of the Corpqratlon el : 5
Co L e THE e e e

7 Rlsk ptanagementand ﬁnanctnl mstruments T Crpeen o

y L S .

The quporatton SB()ard of Duectors (“Board”) is. respon51ble for understandmg the pnnc:pal—nsks of the busmess
in which the Corporatton 1s engaged achieving a proper balance between risks incurred and the potential return to
share owners, and confirming that there are systems in place that effectively monitor and manage those risks with a
vigw: to. the long-term viabiljty,of the Corporation, . The Board has established a Risk Review Committee, which
reviews mgmﬁcant risks assocmted with future performance_ gmwth and lost opportunities, - 1dent1ﬁed by
management that could materially affect the Corporatlon s ability to achieve its strategic or operattonal targets. This
committee is responsible for confirming that management: has procedures in place to mitigate identified: risks.

The Corporatign is exposed to changes in interest rates, commeodity prices and foreign currency exchange rates. The
Powet, Genération ségiment is affécted by the Cost of natural gas and the price of electricity in the Province of
Alberta and the United Kingdon and the GIobal Enterprises segment is affected by the cost of natural gas and the
price. of natural gas, liquids. In conducting its business, the Corporation may use various instruments, including
forward contracts, swaps and options, to manage the risks arising from fluctuations in exchange rates, interest rates
and commodlty prrces :All such instruments are used only to manage risk and not for trading purposes.

At March 31, 2008 snd March 31, 2007, the following derivative instruments were outstandmg tnterest rate swaps
that hedge interest rate risk on the variable future cash flows associatéd with a poition of fAbn-récourse Iong term
debt, foreign currency ‘forward contracts that hedge foreign currency risk on the future cash fiows associated with
spemﬁc ﬁrrn commnments or ant1c1pated transactions and certain naturat gas purchase conlracts.

o . . - y
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7. Risk management and financial instruments (contirued) . -, .. CLT ey T

The derivative assets-and liabilities comprise the following: : - . oL
sag e RV o .. +March3l e
’ - Ll - [ ! O LTl 2008.’ v - ‘2007‘. 12
Derivative assets — current; ‘ ‘ S L e e
Interest rate swap agreements . ' R 5 ~$01
Derivative assets ~ non-current:” v AL '
Natural gas purchase contracts = T . ' ' $'71 9 -~ 7 ~381.9
Interest rate swap agreements Y e 07 03
$72.6 $8222
[ A TR T
Derivative liabilities — current: j o , .
Interest rate swap ‘agreements * - - co Lo e "$29° '8 19
Forelgn currency forward contracts o ' . S R 02 -
C C ) 8§29 ¢ $21
Derivative liabilities — non-curvent: ‘
'Inlerest rate swap agreements L . oo e . 563 - X
Initerest raté risk -
B

. L1 (e i . PR . .
The Corporation’s interest-bearing assets and liabilities'include cash and short-term investnents,-long term debt and
non-recourse long term debt. The interest rate risk faced by the Corporation is largely a result of its non-recourse
long term debt at variabic 1at.s und cash asd short terin investments. - The-Corporaiion has convertéd variablé'rate
non-recourse long term debt to fixed rate debt through the following interest rate swap agreements: _

R vl e e T

e Svoap Fixea ' e A,
Project Interesi - Variable Debt* - Maturity . Notionial Principal ™ **
_ Fiuanciﬂg : Rate ImeccstRate” ~  Dafe .~ " ** 2008 * : 2007
Osbome . “1 - ‘ A ‘ ) -
($30.3 million AUD (200? - Bank Bill Rate L o
$34.6 million AUD)) 7.343% in Australia December 2013 $ 285 3324
APALP: - 7.790% © 90dayBA ' November2008 13 23S
7.5(7% ~ s0day BA' ' December 2008 1.8 36
7.750% U month LIBOR December 201 | 73 7 - 83.)9'f
C. -1 . : el
Joffre: o 7.536% . Q0 day BA e Septembcr2012 Yo 187 ..'22.8.,‘
Scotford: 5.332% 90day BA  -Séptember 2008 - ‘- 514 7’529
Muskeg River: - 528/% - 9ddavyE’/. . . December 2007 Lter e, 399
- L 5.515% 50 day BAr . - December 2012 287 - Lo
) 5.675% 3 me. th LIPOR .December 2012 Iy 2
Brigiton Beach: 5.867% 30dayBA | Junc2009 7 . 84 U8, 8
. . g 6.605% 90 ".i.ay BA . March 2019 s 33 e - 35 6 ‘
_Cony: AT 0.586% - . 9Cday B/ . June 701‘ e 19T K -:26! .
' R R P .5255.3. G $2854

BA — Bankers’ Accéptance
LIBOR - London Interbank Offered Rate

" The above swap fixed interest rates include any long term debt margin fees; the margin fees are subject to
escalation.
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The Corporation has fixed interest rates, either directly ot 'throligh interest rate swap agreémients, on 98% (2007 —
96%) of total long term debt and non-recourse long term debt. Consequently, the exposure to fluctuations in future
cash flows, with respect to debt, as a result of changes in market interest rates is limited. _Interest rate swaps are
de51gnated as cash flow hedges; changes in the fair value of highly effective cash flow hedges which include all but
the Joffre interest rate swap, are recorded in other comprehenswe income. Changes i in lhe fair value of thc Joffre
interest rate swap are recorded in earnings and are not material. o e

- e et AR - m A b 2Rk MR Tiipe e b e ahvm o m [ T R T T VP S R

The Corporatlon s cash and short term investments include ﬁxed rate instruments with maturities of- generally 90
days or less that are reinvested as they mature. Therefore, the Corporation has exposure to interest rate mgvements
that oceur beyond the term of maturlty of the ﬁxed rate investments. T T T NE

. rammmn e B T A e mam, ara - e+ Ve ceon t

Foreign C'urrency zxahﬁ'ngz rard Fisk

The Corporation has exposure to changes in the carrying values of its foreign operanons mcludlng assetq and
liabilities, as a result of changes in exchange rates. Gains or losses on translation of self-sustammg foreign
operations are included in-the- foreign currercy translation adjustment account in accumulated ‘other comprehenswe
incomc. *Gains or lossés or-ianslationr of integraied<foicigmopcrations are rccogrnzed ln'eaunnga T
Foreign currency excl.ange rate risk arises from financial instruments denominated in- a currency ~other than the
furictional currenéy. ‘The Corporation has entered into foreign currency forward contracts in order to fix the
exchange rate on certain service contracts, planned equipment expenditures and operational cash flows denominated
in UK. pounds sterling (“£”), U.S. dollars and Euros. At March 31, 2008, the contracts consist of purchases of
$0.5 million U.S. (2007 purchases of $1 4 million U:S, and sale< 0£2.0 million Furos) N

Natural gas pmrchase contracts and assocmted power generatron rever-e contract habdu‘y : )
r e oy

The Corporation has Iong térm contracts for the supply of natural gas for certain of its power generatlon prmects
Under the terms of certain of these contracts, the volume of natural gas that the Corporation is entitled to take is in
excess of .the natural. gas required.to. generate power. As the excess voluine of natural gas can be sold, the
Corporanon 1§ requlred to” des;gnate these entire, contracts as derivative Jnstruments. The: C orporation has
récognized a hon-cirént derfivative asset and” records Tnark-to-market adjustments through eamnings as the fair
values of these contracts change with changes in furure natural gas prices, These natural gas purchase contracts
mature n November 2014. LR - o :

v DRI TRLT R YL "W

As all but the excess volume of natyral gas is committed to the Corporatlon s power generation obllgatlons the
Corporation could not recogmze the eptire fair values of these natural gas purchase contracts in its revenues.
Consequently, the Corporatlon has recognlzed a provlsmn for a power generation revenue contract and records
adjustments to the power generatlon revenue contract hablhty concurrently with the mark-to-market adjustments for
the natural gas purchase contracts ‘derivative asset. This pow.r generation revenue contract liability is included in
deferred credits in the consolidated.balance sheet. . 7 .

InteTest and other income for the. three months ended March 31, 2008 includes a loss of $0.6 million (2007 - gain of
$22:9 million) related to the change in fair:value of the natural gas purchase contracts derivative asset. This loss is
offset by a gain of $1.0 million {2007 loss of $16.5 millieh) related to the' change in fair value of the associated
power generation Jevenue contract liability. The mark-lto-market adjustment for the derivative. asset and the
corresponding ad_]ustment for the, assoclated power, generatlon revenue contract hablllty increased earning$ by
$0.3 million, net of income taxes, for thé three months ended March 31, 2008 (2007 — increase of $4.5 million). At
March 31, 2008, the natural gas putchase contracts dérivative asset is $71.9 million (2007 — $81.9 million) and the

power g generatlon révenue contract liability is $33. 2 million (2007 - 361.3 million).
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Credit risk P S S T

For cash and sbort term invesiments and acocunts receivabls credit risk . represerits the carrying amount on the
consolidated balance sheet. Cash and short term investments credit risk is reduced by investing in instruments
issued by credit worthy financiz! institutions and ir. federal government issued short term instruments. Accounts
receivable Credit risk is reduced by a large 3 * diversified customer base, requirement of letters of credit, and, for
regulated operations other than Albsrtz Power (2000), the ability to recover an estimate for doubtful accounts
through epproved ¢nistomer rates.
Derivative credit ris™. arises from the possibiiity that a counterparty to a contract fails to perform according to the
terms and conditions of that contract. Derivative credit risk is minimized by dealing with large, credit-worthy
counterparties in accordance with ectablished cradi: app-oval policies.

The maximum exposure to credit risk is the carrying value of loans and receivables on the balance sheet. The
Corporation does not have a concentration of crad? risk with any counterparties. A significant, portion-of loans and
receivables arise from the Corporation’s operations in Alberta.

P Y
Accounts receivable are non-interert bearing rud are generally due in 30 to 90 days. At March 31, 2008, the
provision for impairment of credit losses was $1.7 inillion. The changes in the provision for impairment were as
follows: e .

. 2008 - .

Provision at beginning of period . 1 ¢
Irzpairment of rzceivables o . RN S o 02
Lrovisionatend of period S — 317

At March 31, 2008, the aging analysis of trade receivables that are past due but not impaired is as follows: | .
Sy N . . . L A . - S

BN

2008
30 to 90 days o o S o "Sll'(].l
Greater than 90 days ' o ) 4.6
: ' $21.7

L] M AT e T e ——n

No other impairments have been identified within accounts receivable.
Liguidity risk

Liguidity risk is the risk that the Corporation will not be able to meet i1s obligations associated with financial
liabilities. Funds generated by operations provide a substantial portion of the Corporation’s cash requirements.
Additional cash requirements are met externally through bank borrowings and the issuance of long term debt, non-
recourse long term debt and preferred shares. Commercial paper borrowings and short term bank loans are used
under available credit lines to provide flexibility in the timing and amounts of long term financing, The Corporation
has a policy not to invest any of its cash balances in asset backed securities; consequently, the recent turmoil in the
asset-backed commercial paper markei has had no impact on the Corporation.

Contractual obligations bhave not changed substantially from those disclosed in the Corporation’s
December 31, 2007 consolidated financial statements.
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Fair value of non-derivative financial instruments e

The. canymg values and fair values of. the Corpordnoa s non‘dcr- vative fmancml mstrumcms. Lz as follows '

. U £l PSR N B PR S e o ‘
. ) YR el TR eaa o doeeb L £ S ':;. st e Niarch3l - -
L L e e 2T R el e R 07 u v
S s T e Carrying  "Fair ° - Canrying-"*v" Faif’ -

Value Value - - Valie “ -~ Value

S O P L O CoE ot . CdAutl Ml n

Financial Assets™ ' : _ .
Held For Trading?! viv  oni v i i N CL I e SRS
Cash @ S 512208 ' $ 2208 $ 2454 7§ 2454

‘Held to Maturity>1 =~ - R I : K L
Shoit term investments . . 2> & »o 0 (o w0 - 6342 '634.2 T6936 7 6936
Loans and Receivables: ‘

Accounts receivable ' . e © 3759 375.9 3114 3114

Voo 4 - c s L. T . TR
Financial Liabilities
Held For Trading:
Bank indebtedness ; . 822 _a22_ 04. . 0.4

Other Liabilities. L e
Adcounts payable and accrued liabilities © 3699 __ 3699 _ . 343005 3430

Long terrn debt © e 36034 29250 L023990°" 127738
Non-recourse long term debt @l 5153 554.1 652.8 691.1

. - N .. . . B I

) Recorded i cosi. Fair vilue app?gx?m&;&' the cirrying amioints due 1o the short ferm ﬁ&nif-g!bjf the financial
instruments and negligible credit losses.
-Réborded at cost--Fair value approximates- the earrying-amounts due-to the short term nature of the financial
_instruments.
@ * Recorded at amortized cost. Fair values are determined using quoted market prices for the same or similar
- ~iSsues.- Where- the market prices-are not-available: fair values: are estimated usmg-dzscozmred ‘cash flow

. andlysis.based.on the Corporations currersbarrauingratefor-similax-borrowing arrangemernis— - «

@,
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7. Risk management and financial instruments (continued):.: -; . LA
Fair value cf derivative financidal instruments

The fair values of the Corporation’s derivative financial instruments are as foilows:

March 31
B i 2008 T T 007
Fair Value Fair Value
Notional Receivable Notional Receivable

Principal (Payable) ® Maturity Principal M (Payable) ¥ . Maturity :

Held For Trading: ' cat '
Interest rate swaps $255.3 $(8.4) 2008-2019 $285.1 - §(6.1)  2007-2019
Foreign currency R

forward contracts $ 05 Nil  2008-2009 S 46 $(0.2) 2007 -
Natural gas purchase

contracts N/A® $71.9 2014 NA® . 8819 2014

' The notional prmcrpal is not recorded in the consolidated financial statements as it does not represem amounts

that are exchanged by the counterparties.

The notional amount for the natural gas purchase contracts is the maximum volumes that can be purchased
over the terms of the contracts.

Fair values for the interest rate swaps and the foreign currency Jorward contracts have been estimated using
period-end market rates, and fair values for the natural gas purchase contracts have been esnmated using
period-end forward market' prices for natural gas. These fair' valueés approximate the amoum that the
Corporation would either pay or receive 10 settie the contract at March 31

&

3

Sensitivity analysis

The analysis below illustrates the extent to which the Corporation’s results aré impacted bj(‘fmalicial'inﬁtrum'ehls
and the underlying market risks (interest rate risk, foreign currency exchange risk, and commodity price risk). Non-
derivative financial instruments (listed on the previous page) are recorded at cost and are not affected by changes in
market variables whereas derivative financial instruments‘are affected by market vafiables. - - --- - — S

The following table reflects the sensitivity in the fair value of outstanding. derjvative instruments to reasonably
possible changes in Canadian and Australian interest rates, the -foreign currency exchange rates of the Canadian
dollar to the U.S. dollar and the forward price of natural gas. The analysis excludes the impact that changes in the
underlying market risks would have .on non-financial assets and liabilities;. foreign currency translation -of self-
sustaining foreign operations included in accumulated other comprehensive income. and carrying value of employee
future benefits. Sensitivities are reflected in changes to earningé and other comprehensive income, after income
taxes. | . . ) ' ‘

: . . - -
! [ . ey . "
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Assinmptions made in arriving at the sensitivity analvsis are as foltows: S A S S

s Changes in the fair value. of derivative instmuyments that are effctive-cash flow hedges from movements in
interest rates or foreign currency exchange rates are recorded in other comprehensive income. . ;

e Changes in the fair value of derivative instruments that are not designated as hedges, that are fair valuc hedges
or that are ineffective cash flow hedges are recorded in earnings.

» Balance sheet sensitivity to interest rates and foreign currency exchange rates relates only to derivative
instruments. There are no available for sale financial assets and other liabilities are carried at amortized cost, in
which case the carrying values are not affected by changes in interest rates and foreign currency exchange rates.

+ Changes in the forward price of natural gas affect the mark to market adjustment of the natural gas purchase
contracts derivative asset and the corresponding adjustment for the associated power generation revenue
contract lhability.



r.~ Fhree'Months Ended March 31 -

2008
. ENFRIEENTE i, S Other
Comprehensive
e _ L e .. Bamings Income
Canadian interest rates. 27" a8
25 basis points increase . . i S P30 $0.8
25 basis'points decrease .’ - B O 4-8(0.1) --30.8)
Australian interest rates
25 basis points increase 3 - RS 4|
25 basis points decrease UREINCIR IS Lo 5 - Ce BT
U.S. dollar exchange rate SRR
10% increase M 529 w8
10% decrease $(2 9) $ -
Forward price of natural gas iy - ;
10% increase . . . 529 .5 -
10% decreasé: R ‘ “ $(2 9. "% -

8. Employeée future benefits

In. 1he tlirée months ended March 31, 2008, ‘net’ expense of $2.9 mllhon (2007 £3. 6 mllllon) WS recognlzed for
pensxon beneﬁt plans and net expense of $1 3 m:lhon (2007 - $1 3 mllhon) was recogmzed for other post

employment benefit plans

9. Segmented information

Segmented results — Three months ended March 31 o
" i ji -t LU Lo .

Y e

e

L€

NS

: '.!.'._).'.'u‘-"- 0

2008 . o w‘, L o _ lfower Global . Corporate‘ ’ lntersegment “ -
Qoo - © 7 Utilities Generatlon Enterpnses and Other "' Eliminations ~ Consolidated
(Unaudited)} o - ‘ — .
Révénues — external- § 3632 "s 1988 AR - TR S ¥ S s - $ 740.6
T w0t --$ 3384 2(}59-5 - '*$1529 s 04 ! § - $ 697.6
ot . “ .. . . ﬂx . £ B el . -"J: .: . i
Revenues — intérsegment O, -~ 63' s R 359 o 2.8, . @50 .. -
Sy R B3 L - ,2_9.,0 . 29 . (38:2) -
Revenues e e e $ _36_9_.5_ - %1988 - SZl_f}.l o 8 32 $(45.0): .. § 7406
$ 3447 $ 2059 §181.9 $ 33 $(38.2) $ 697.6
Eamings attributable to $ 665 § 350 $ 489 5 0.1 $ (0.3) $ 150.0
Class A and Class B shares $ 49.1 $ 434 . 42.8 3,02, $ (0.8)., .. 3 1347
Total assets $4,223.9 $2,207.0 $363.1 $641.2 $ 213 $7,456.5
83, 820 5 $2,31 1.4 ) 5240 4 $679.3 $.93.7. $7,145.3
Ll Intersegment revenues are reeogmzed on the bas:s of prevazlmg mhrket or regu.atea’ prrces D
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Cuss' News Release

An ATCO Company

CANADIAN UTILITIES LIMITED
Corporate Head Office: 1400, 909 - 11 Avenue S.W., Calgary, Alberta T2R 1NG Tel: (403) 292-7500

For Immediate Release

May 7, 2008

CANADIAN UTILITIES LIMITED ANNOUNCES APPOINTMENT OF DEPUTY CHAIRMAN

EDMONTON, Alberta - R.D. Southern, Chairman of the Board, Canadian Utilities Limited, is pleased to announce the
appointment of Nancy Southern as Deputy Chairman effective May 7, 2008. Ms. Southern assumes this responsibility in addition
to her current role as President & Chief Executive Officer.

Ms. Southern has been a Director of Canadian Utilities since 1990. She served as the Corporation’s Deputy Chairman from 1996
until 2000; Deputy Chief Executive Officer from 1998 - 2000 and Co-Chairman and Chief Executive Officer from 2000 to 2003.

Canadian Utilities Limited is part of the ATCO Group of Companies (www.atco.com). Canadian Utilities Limited is a Canadian-
based worldwide organization of companies with assets of approximately $7.5 billion and more than 6,500 employees, actively
engaged in three main business divisions: Power Generation; Utilities {natural gas and electricity transmission and distribution)
and Globat Enterprises {technology, logistics and energy services).

More information about Canadian Utifities can be found on its website www.canadian-utilities.com.
Inquiries can be directed to:

C.J. Ackroyd

Senior Director, Marketing & Communications

ATCO Group
(403) 619-7254
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Forward-Looking Information;

Cartain statements contained In this news release may constilute forward-ioaking statements. Forward-loaking statements are often, but naf always, identified by the use of words Such as
“anticipata”, “plan”, “axpect”, “may”, ‘will", “intend", "should", and simiiar axpressions. These slatements involva known and unkpown risks, uncerainties and athar factors thal may cause actuaf
rasults or events lo dilfer matenially !rom those enticipated in such forward-ooking statements. Tha Corporation belit that the expeciations raflecied in the forward-looking statements are
reasonable, but no assumnce can be given that thasa expectalions will prove 10 be cormect and such forward-looking siatements should nol be unduly ralied upon.

The Corporation’s actual results could gilfer materally from thosae anlicipated in thase forward-looking Statemonts &3 & result of reguiatory doecislons, competitive factors in the indusirias in which
the Corporation operales, prevailing economic conditions, end other factors, many of which are beyond the control of the Corporation.

The forward-looking statements contained in this news release reprasent the Corporation’s axpectations as of the date herea!, and are subjact to change after such date. The Corporation

disclaims any intention or obligahon fo update or revise any forward-fooking statements whethar as a resutt of new information, future evenis of otharwise, except as required untler applicable
sacurities ragulations.
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CANADIAN UTILITIES LIMITED

1400, 909 ~11"* Avenue S.W., Calgary, Alberta T2R IN6
© Tel (403) 292-7500 Fax (403} 292-7623

Canadian Utilities Limited
(the "Corporation™)

Annual Meeting of Shareholders
May 7, 2008

REPORT OF VOTING RESULTS

National Instrument 51-102 - Continuous Disclosure Obligations
(Section 11.3)

1. Election of Directors

By a resolution passed via a show of hands, the following 12 nominees proposed by management
were elected as Directors of the Corporation to hold office until the next annual meeting of
shareholders or until their successors are elected ¢or appointed:

R.T. Booth
L.M. Charlton
D.M. Ellard
L.A. Heathcott
R.J. Normand
M.R.P. Rayfleld
R.J. Routs
J.W. Simpson
N.C. Southern
R.D. Southern
R.J. Urwin
C.W. Wilson

Proxies were received on this matter as follows:

Votes For % Votes For Votes Withheld % Votes Withheld

35,374,688 99.97 11,554 0.03

2. Appointment of Auditor

By a resolution passed via a show of hands, PricewaterhouseCoopers LLP, Chartered Accountants,
were re-appointed as auditor of the Corporation to hold office until the next annual meeting of
shareholders. Proxles were received on this matter as follows:

Votes For % Votes For Votes Withhel % Votes Withheld
35,382,664 99.99 3,578 0.01
[P. Spruin]
~ P. Spruin

Corporate Secretary
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NORMAL COURSE ISSUER BID O

CALGARY, Alberta - The Toronto Stock Exchange (the "Exchange”) has accepted Canadian Utilities Limited's (the "Corporation”)
Natice of Intention to Make a Normal Course Issuer Bid (the "Notice”) pursuant to which the Corporation indicated that it intends
to make a normal course issuer bid for certain of its outstanding Class A non-voting shares (“Class A shares") on the terms set
forth in the Notice. At the time of filing the Notice, the Board of Directors of the Corporation was of the beliel, and continues to
be of the belief, that the purchase of Class A shares from time to time at appropriale prices will minimize any dilution resulting
from the exercise of stock options o purchase Class A shares and is an advantageous use of the Corporation's funds.

On May 9, 2008, 81,573,186 Class A shares were outstanding. Under the rules of the Exchange, in the period commencing on
May 23, 2008 and ending on May 22, 2009, the Corporation may acquire up to 4,078,659 Class A shares of the Corporation,
being 5% of the Class A shares outstanding as at May 9, 2008. 1f market conditions permit, the directors of the Corporation
presently anticipate that the Corporation will acquire up to 2,447,195 Class A shares, which represents 3% of the Class A shares
outstanding as at May 9, 2008 that may be purchased pursuant to the Notice. The average daily trading volume for the six
calendar months preceding the date of the acceptance of the Notice was 141,720 Class A shares.

Any shares purchased pursuant to the Notice will be cancelled. Shares will be purchased at the market price of the shares at
the time of purchase and will be purchased on behalf of the Corporation by a registered investment dealer through the facilities
of the Exchange. The funding for any purchase of Class A shares pursuant to the normal course issuer bid will be financed out
of working capital of the Corporation.

The Corporation has purchased 157,800 Class A shares at an average trading price of $50.63 during the 12 month period
preceding the date hereof pursuant to a normal course issuer bid which commenced on May 23, 2007 and expires on May 22,
2008. All of such purchases were made by means of open market transactions through the facilities of the Exchange. If market
conditions permit, the Corporation intends to purchase additional Class A shares through the facilities of the Exchange at the

market price of such shares at the time of the purchase pursuant to the normal course issuer bid that will expire on May 22,
2008,

A copy of the Notice may be obtained by any shareholder without charge, by contacting the Corporate Secretary of the
Corporation at the head office of the Corporation.
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Canadian Utilities Uimited is part of the ATCO Group of Companies (www.atco.com). Canadian Utifities Limited is a Canadian based
worldwide organization of companies with assets of approximately $7.3 billion and more than 6,500 employees, actively engaged

in three main business divisions: Power Generation; Utilities (natural gas and electricity transmission and distribution) and Global
Enterprises {technology, logistics and energy services). More information about Canadian Utilities Limited can be found on its website
www.canadian-utilities.com.

For further information, please corntact:

K. M. (Karen) Watson
Senior Vice President &
Chief Financial Officer
Canadian Utilities Limited
(403) 292-7502

Forward-Looking Information:

Certain statements contained in this news release may constitule forward-looking stalements. Forward-Jooking statements are often, but not atways, identified by the use of words such as
“anticipate”, "plan”, "expect”, "may”, "will", ‘intend”, “should", and similar expressions These stalements ivolve known and unknown (isks, uncentainties and other faclors that may cause actual
results or events to differ materiatly from those anticipated in such forward-looking statements. The Corporation believes that the expectations reflected in the forward-iooking statements are
reasonable, but #o assurance can be given that these expectations will prove to be corfect and such forward-Jooking statements shouid not be unduly relied upon.

The Corporalion’s actua! rasuilts could differ matersally froet these anticipated in these forward-iooking Sialements as a result of reguiatory decisions, compehive facions in the indusiries i which
the Corporation operates, prevailing economic conditions, and other lactors, many of which are beyond the control of ihe Corporation.

The lorward-looking stalements contained in this news release represent the Corporation’s expectations as of the date hereol, and are subject 1o change after such date. The Corporation
disciaims any intention or obligation (o updale oF revise any forward-iooking statements whether as a result of now information. future events or otherwise, excepl as required under applicable
secLnties reguiations.
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