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(Millions of Canadian Dollars)

CU Inc.
Consolidated Statement of Earnings and Retained Earnings

Three Months Ended
June 30

Six Months Ended

June 30

Note

2008

2007

2008

2007

(Unaudited)

(Unaudited)

Revenues $ 363.9 $ 3414 $ 807.3 $ 757.1
Costs and expenses
Natural gas supply 0.7 0.6 14 1.3
Purchased power 12.0 11.4 27.3 25.2
Operation and maintenance 101.9 94.1 194.7 182.0
Selling and administrative 54.9 48.6 110.2 97.4
Depreciation and amortization 1 70.7 64.8 140.4 138.5
Interest 45.2 40.7 88.8 81.4
Franchise fees 43.3 34.7 106.0 93.2
328.7 294.9 668.8 619.0
35.2 46.5 138.5 138.1
Interest and other income 7.0 3.6 11.1 7.0
Earnings before income taxes 42.2 50.1 149.6 145.1
Income taxes 5.8 8.2 32.7 39.5
36.4 41.9 116.9 105.6
Dividends on equity preferred shares 14 1.1 2.7 1.1
Dividends on equity preferred shares to parent
corporation 1.5 2.5 3.0 6.0
Earnings attributable to Class A and Class B shares 335 38.3 111.2 98.5
Retained earnings at beginning of period 1,325.4 1,145.6 1,262.7 1,085.4
1,358.9 1,183.9 1,373.9 1,183.9
Dividends on Class A and Class B shares - - 15.0 -
Retained earnings at end of period $1,358.9 $1,183.9 $1,358.9 $1,183.9
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CU Inc.

Consolidated Balance Sheet

(Millions of Canadian Dollars)

June 30 December 31
Note 2008 2007 2007
(Unaudited) (Audited)
ASSETS
Current assets
Cash and short term investments $ 15 $ 34 $ -
Short term advances to parent corporation 265.4 - 8.0
Accounts receivable 171.6 143.6 241.3
Accounts receivable from parent and affiliate corporations 6.8 12.3 2.9
Inventories 1,3 74.5 72.1 73.0
Income taxes recoverable - - 9.8
Future income taxes 4.1 2.7 -
Regulatory assets 22.8 6.5 10.2
Prepaid expenses 10.9 12.5 11.3
557.6 253.1 356.5
Property, plant and equipment 4,493.9 4,198.6 4,388.0
Regulatory assets 109.3 66.9 95.6
Other assets 28.2 15.6 20.0
$5,189.0 $4,534.2 $4,860.1
LIABILITIES AND SHARE OWNER'S EQUITY
Current liabilities
Bank indebtedness $ - $ - $ 6.9
Short term advances from parent and affiliate corporations 1.6 49.6 0.8
Accounts payable and accrued liabilities 192.8 136.0 205.1
Accounts payable to parent and affiliate corporations 22.3 20.0 35.6
Income taxes payable 8.9 4.9 -
Future income taxes - - 2.1
Regulatory liabilities 241 11.5 -
Derivative liabilities - - 0.1
249.7 222.0 250.6
Future income taxes 26.0 59.4 26.2
Regulatory liabilities 32.2 28.5 36.7
Deferred credits 181.4 132.1 166.7
Long term debt 4 2,682.9 2,255.6 2,459.4
Equity preferred shares 115.0 115.0 115.0
Equity preferred shares to parent corporation 130.0 130.0 130.0
Class A and Class B share owner's equity
Class A and Class B shares 412.9 407.6 412.9
Retained earnings 1,358.9 1,183.9 1,262.7
Accumulated other comprehensive income - 0.1 (0.1)
Retained earnings and accumulated other comprehensive income 1,358.9 1,184.0 1,262.6
1,771.8 1,591.6 1,675.5
$5,189.0 $4,534.2 $4,860.1
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CU Inc.

Consolidated Statement of Cash Flows
(Millions of Canadian Dollars)

Three Months Ended
June 30

Six Months Ended
June 30

2008 2007

2008 2007

Operating activities

(Unaudited)

(Unaudited)

Earnings attributable to Class A and Class B shares $ 335 $ 383 $111.2 $ 985
Adjustments for:

Depreciation and amortization 70.7 64.8 140.4 138.5

Future income taxes (5.9) 23 (6.5) 1.5

Deferred availability incentives (9.8) (3.6) (8.9) 3.0

Other 0.5 2.4 1.4 4.1
Funds generated by operations 89.5 104.2 237.6 245.6
Changes in non-cash working capital 30.6 (17.7) 55.1 71.0
Cash flow from operations 120.1 86.5 292.7 316.6
Investing activities
Purchase of property, plant and equipment (186.8) (136.4) (351.8) (256.8)
Costs on disposal of property, plant and equipment (3.4) 3.4 (4.4) (4.0)
Contributions by utility customers for extensions to plant 66.0 16.9 114.7 36.7
Non-current deferred electricity costs (4.5) (1.0) 24 2.4)
Changes in non-cash working capital 19 (1.1) 13.0 (15.2)
Other (7.2) (5.9 (10.9) 9.5

(134.0) (130.9) (237.0) (251.2)

Financing activities
Issue of long term debt 325.0 - 325.0 -
Repayment of long term debt (100.0) - (100.0) -
Issue of equity preferred shares - 115.0 - 115.0
Redemption of equity preferred shares to parent

corporation - (126.5) - (126.5)
Dividends paid to Class A and Class B share owner - - (15.0) -
Changes in non-cash working capital - - 0.1 -
Other (1.6) (2.9) (0.8) (2.6)

223.4 (14.49) 209.3 (14.1)

Cash position ¢
Increase (decrease) 209.5 (58.8) 265.0 513
Beginning of period 55.8 12.6 0.3 (97.5)

End of period

$ 265.3 $ (46.2)

$265.3 $ (46.2)

M) Cash position consists of cash and short term investments and short term advances to parent corporation less short

term advances from parent and affiliate corporations.
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CU Inc.

Consolidated Statement of Comprehensive Income
(Millions of Canadian Dollars)

Three Months Ended Six Months Ended
June 30 June 30
2008 2007 2008 2007
(Unaudited) (Unaudited)

Earnings attributable to Class A and Class B shares $33.5 $38.3 $111.2 $98.5
Other comprehensive income, net of income taxes:
Cash flow hedges - - 0.1 -
Comprehensive income $33.5 $38.3 $111.3 $98.5
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CU Inc.
Notes to Consolidated Financial Statements

June 30, 2008
(Unaudited, Tabular Amounts in Millions of Canadian Dollars)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Financial statement presentation

The accompanying consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles (“GAAP”) and should be read in conjunction with the
Corporation’s December 31, 2007 consolidated financial statements and related notes. These interim
financial statements have been prepared using the same accounting policies as used in the financial
statements for the year ended December 31, 2007, except as described below.

Effective January 1, 2008, the Corporation adopted the Canadian Institute of Chartered Accountants
(“CICA”) recommendations for capital disclosures which require disclosure of qualitative and
quantitative information regarding the Corporation’s objectives, policies and processes for managing
capital (see Note 5).

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 6).

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 certain factors, the consolidated statements of earnings, retained earnings and comprehensive
income for the three and six months ended June 30, 2008 and June 30, 2007 are not necessarily indicative
of operations on an annual basis. These factors include: the seasonal nature of the Corporation’s
operations and the timing of rate decisions.

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.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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 recognized for the year. This change in allocation
resulted in a decrease to consolidated earnings after income taxes of $3.1 million and an increase of
$1.8 million for the three and six months ended June 30, 2008, respectively, as compared to the
methodology used in the corresponding periods in 2007.

Financial Instruments

The Corporation establishes the classification of financial instruments at their initial recognition.
Financial assets are classified as held for trading, available for sale, held to maturity or loans and
receivables. Financial liabilities are classified as held for trading or other liabilities.

Financial instruments classified as held for trading, other than derivative instruments that are effective
hedging instruments, are measured at fair value with changes in fair value recognized in earnings.
Derivatives that are designated as, and continue to be, effective cash flow hedging instruments have gains
and losses in fair values recognized through other comprehensive income. Derivatives that are designated
as fair value hedging instruments have gains and losses recognized in earnings.

Financial instruments classified as available for sale are measured at fair value using quoted prices in an
active market. Changes in fair value are recognized in other comprehensive income until the item is
derecognized or determined to be impaired, at which time the cumulative gain or loss previously reported
in other comprehensive income is recognized in earnings. When actively quoted prices are not available,
fair value is determined using other valuation techniques. If fair value cannot be reliably estimated, the
item is carried at cost.

Financial instruments classified as held to maturity, loans and receivables or other liabilities are measured
at fair value upon initial recognition but are subsequently measured at their amortized cost using the
effective interest method.

Future Accounting Changes

The following accounting recommendations are in addition to those future accounting changes disclosed
in the December 31, 2007 consolidated financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Effective for the Corporation beginning January 1, 2009, the CICA has removed a temporary exemption
in its accounting recommendations that permitted assets and liabilities arising from rate regulation to be
recognized and measured on a basis other than in accordance with the primary sources of GAAP. As
permitted by Canadian GAAP, the Corporation will use standards issued by the Financial Accounting
Standards Board in the United States that allow for the recognition and measurement of rate regulated
assets and liabilities as another source of Canadian GAAP. The adoption of these standards is not
expected to have a material impact on the earnings of the Corporation. However, it is anticipated that the
reserves for future removal and site restoration costs, which are currently netted against property, plant
and equipment, will be reclassified to non-current liabilities, resulting in an increase to the Corporation’s
total assets and liabilities. The amount of such future removal and site restoration costs at
December 31, 2007 was $417.0 million. The CICA has also issued new recommendations that will
require the recognition of future income tax assets and liabilities as well as a separate regulatory asset or
liability for the amount of future income taxes expected to be included in future rates and recovered from
or paid to future customers. The amount of unrecorded future income tax liabilities of the regulated
operations at December 31, 2007 was $159.4 million. These recommendations will be applied
prospectively.

The CICA has issued new accounting recommendations for goodwill and intangible assets which
establish standards for the recognition, measurement, presentation and disclosure of goodwill and
intangible assets (including internally 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
Corporation is evaluating the effect of these recommendations on its financial statements.

In 2006, the CICA announced that accounting standards in Canada are to converge with International
Financial Reporting Standards (IFRS). The Corporation will begin reporting under IFRS in the first
quarter of 2011 with comparative data for the prior year. IFRS uses a conceptual framework similar to
Canadian GAAP, but there could be significant differences on recognition, measurement and disclosures
that will need to be addressed. The Corporation continues to evaluate the potential impacts of the
convergence with IFRS.

2. REGULATORY MATTERS

In September 2007, ATCO Electric received a decision on its General Tariff Application for 2007 and
2008 which approved a return on common equity of 8.75% for 2008 and 8.51% for 2007. ATCO Gas’
and ATCO Pipelines’ General Rate Applications for 2008 and 2009 contain placeholder returns on
common equity of 8.75% for 2008. If no rate applications are filed for a particular year, then there will be
no adjustment to the common equity rate of return for that year.

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 application to adjust placeholders. In April 2008, an agreement
with the customer group concerning the adjustment to placeholders was submitted to the AUC for
approval. Should this agreement be approved by the AUC, it is not expected to have a material impact on
consolidated earnings. A decision from the AUC is expected before the end of the third quarter of 2008.
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2. REGULATORY MATTERS (continued)

The Corporation has a number of other regulatory 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.

3. INVENTORIES
June 30
2008 2007
Natural gas in storage $20.4 $19.1
Raw materials and consumables 54.1 53.0
$74.5 $72.1

For the three months ended June 30, 2008, the amount of inventories recognized as an expense was
$19.2 million (2007 — $19.5 million). For the six months ended June 30, 2008, the amount of inventories
recognized as an expense was $39.8 million (2007 — $40.3 million). There have been no write-downs to
net realizable value or reversals of previous write-downs to net realizable value.

No inventories are pledged as security for liabilities.

4. LONG TERM DEBT

On May 26, 2008, CU Inc. issued $200.0 million of 5.580% Debentures maturing May 26, 2038 and
$125.0 million of 5.563% Debentures maturing May 26, 2028. The proceeds from these issues were used
in part to redeem the $100.0 million of 6.97% Debentures that matured on June 2, 2008.

5. CAPITAL DISCLOSURES

The Corporation’s objectives when managing capital are:
1. to safeguard the ability to continue as a going concern, so that it can continue to provide returns
to its share owner and benefits for other stakeholders;
2. to maintain an appropriate credit rating in order to provide efficient and cost effective access to
funds required for operations and growth; and
3. toremain within the capital structure approved by the AUC.

The Corporation includes share owner’s equity, equity preferred shares, equity preferred shares to parent
corporation, and long term debt in its determination of capitalization. In managing its capital, the
Corporation considers the impact of the AUC’s decisions with respect to the Corporation’s subsidiaries.
In maintaining or adjusting its capital structure, the Corporation may adjust the amount of dividends paid
to the share owner, issue or purchase Class A and Class B shares and issue or redeem preferred shares and
long term debt.
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5. CAPITAL DISCLOSURES (continued)

The Corporation’s utility operations are regulated primarily by the AUC, which, through the generic cost
of capital decision 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 involves
the use of long term debt and preferred share financings; the AUC approved the continued use of the latter
in a decision issued in 2006.

While the Corporation’s utility operations are capitalized consistent with the AUC decisions, the
Corporation itself is not restricted in its capital structure. However, management chooses to maintain the
capital structure of the Corporation according to the structure approved by the AUC for its utility
operations.

Decisions on the 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
Corporation has a goal of managing the financial risk to the Corporation as a whole.

Capital is monitored through an equity capitalization measure which is calculated as total equity divided
by total capitalization. Total equity is comprised of Class A and Class B shares, retained earnings,
accumulated other comprehensive income, equity preferred shares and equity preferred shares to parent
corporation. Total capitalization is comprised of long term debt and total equity. The Corporation’s
strategy, which is unchanged from 2007, is to maintain the equity capitalization allowed by the regulator.
The Corporation looks to maintain an equity capitalization in the range of 40% to 50%.

Other measures that are taken into consideration are interest coverage and interest and preferred dividend
coverage. Interest coverage is calculated by dividing earnings before income taxes, interest 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 1.8 and interest and preferred dividend
coverage of at least 1.5; these objectives are unchanged from 2007.

Equity capitalization, interest coverage and interest and preferred dividend coverage do not have any
standardized meaning under GAAP and might not be comparable to similar measures presented by other

companies.

The Corporation’s key measures of capital structure are as follows:

June 30
2008 2007
Class A and Class B shares $ 4129 $ 407.6
Retained earnings 1,358.9 1,183.9
Accumulated other comprehensive income - 0.1
Equity preferred shares 115.0 115.0
Equity preferred shares to parent corporation 130.0 130.0
Total equity 2,016.8 1,836.6
Long term debt 2,682.9 2,255.6
Total capitalization $4,699.7 $4,092.2
Equity capitalization 43% 45%
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5. CAPITAL DISCLOSURES (continued)

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 earnings. Total debt increased
primarily due to financings for utility capital expenditures.

Interest coverage and interest and preferred dividend coverage are managed on an annual basis by the
Corporation. Due to the seasonal nature of the Corporation’s operations and the timing of rate decisions,
revenues 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 necessarily indicative of the annual
performance. The amounts presented below are the most recent annual coverage ratios:

December 31
2007
Interest coverage 2.2
Interest and preferred dividend coverage 2.0

@ The coverage ratios for 2007 were negatively impacted by the AUC decision that directed ATCO Electric to
refund future income taxes to customers. The total reduction in revenues and income taxes recorded in 2007
was $39.6 million. If the reduction in revenues had not occurred, interest coverage would have been 2.4 and
interest and preferred dividend coverage would have been 2.2.

For the six months ended June 30, 2008, the Corporation was in compliance with externally imposed
requirements on its capital (including debt covenants). The Corporation has a number of regulatory
filings and regulatory hearing submissions before the AUC for which decisions have not been received,
the outcome of which could affect the capital structure of the Corporation.

6. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

The Corporation’s Board of Directors (“Board”) is responsible for understanding the principal risks of the
business in which the Corporation is engaged, achieving a proper balance between risks incurred and the
potential return to the share owner, and confirming that there are systems in place that effectively monitor
and manage those risks with a view to the long-term viability of the Corporation. The Board has
established a Risk Review Committee, which reviews significant risks associated with future
performance, growth and lost opportunities identified by management that could materially affect the
Corporation’s ability to achieve its strategic or operational targets. This committee is responsible for
confirming that management has procedures in place to mitigate identified risks.

The Corporation is exposed to changes in interest rates, commodity prices and foreign currency exchange
rates. 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 commodity prices. All such instruments are used only to manage risk and not for trading
purposes.



6. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS (continued)
Foreign currency exchange rate risk

Foreign currency exchange rate risk arises from financial instruments denominated in a currency other
than the functional currency. The Corporation has no outstanding foreign currency forward contracts at
June 30, 2008 (2007 — purchases of $0.6 million U.S. to fix the exchange rate on certain planned
equipment expenditures denominated in U.S. dollars ).

Credit risk

For cash and short term investments, short term advances to parent corporation and accounts receivable,
credit risk represents 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 financial
institutions and in federal government issued short term instruments. Accounts receivable credit risk is
reduced by a large and diversified customer base, requirement of letters of credit, and, for regulated
operations other than Alberta Power (2000), the ability to recover an estimate for doubtful accounts
through approved customer rates.

Derivative credit risk arises from the possibility 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 established credit approval 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 credit risk with any counterparties. Substantially all of
the loans and receivables arise from the Corporation’s operations in Alberta.

Accounts receivable are non-interest bearing and are generally due in 30 to 90 days. At June 30, 2008,
the provision for impairment of credit losses was $0.3 million; this provision is unchanged from
December 31, 2007.

At June 30, 2008, the aging analysis of trade receivables that are past due but not impaired is as follows:

2008
30 to 90 days $0.9
Greater than 90 days 0.6
$1.5

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

Liquidity risk is the risk that the Corporation will not be able to meet its 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 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 market has had no impact on the Corporation.

cCu
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6. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS (continued)

Contractual obligations have not changed substantially from those disclosed in the Corporation’s
December 31, 2007 consolidated financial statements.

Fair value of non-derivative financial instruments

The carrying values and fair values of the Corporation’s non-derivative financial instruments are as
follows:

June 30
2008 2007
Carrying Carrying
Value Fair Value Value Fair Value

Financial Assets
Held For Trading:
Cash $ 15 $ 15 $ (36) $ (3.6)
Held to Maturity:
Short term investments - - 7.0 7.0
Loans and Receivables:
Short term advances to parent corporation 265.4 265.4 - -
Accounts receivable V 171.6 171.6 143.6 143.6
Accounts receivable from parent and

affiliate corporations " 6.8 6.8 12.3 12.3
Financial Liabilities
Other Liabilities:
Short term advances from parent and

affiliate corporations 1.6 1.6 49.6 49.6
Accounts payable and accrued liabilities® 192.8 192.8 136.0 136.0
Accounts payable to parent and

affiliate corporations 22.3 22.3 20.0 20.0
Long term debt © 2,679.9 2,910.0 2,252.6 2,509.2
Long term debt to parent corporations ¥ 3.0 3.0 3.0 3.0

@ Recorded at cost. Fair value approximates the carrying amounts due to the short term nature of the financial
instruments and negligible credit losses.

@ Recorded at cost. Fair value approximates the carrying 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 using discounted cash flow
analysis based on the Corporation’s current borrowing rate for similar borrowing arrangements.

® Recorded at carrying amount. The long term debt to parent corporation is repayable on demand; therefore, the
fair value is equal to carrying amount.

cCu
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6. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS (continued)
Fair value of derivative financial instruments

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

June 30
2008 2007
Fair Value Fair Value
Notional Receivable Notional Receivable

Principal®  (Payable)® Maturity Principal’  (Payable)” Maturity

Held For Trading:
Foreign currency
forward contracts Nil Nil N/A $0.7 Nil 2007

@ The notional principal is not recorded in the consolidated financial statements as it does not represent amounts
that are exchanged by the counterparties.

@ Fair values for the foreign currency forward contracts have been estimated using period-end market rates.
These fair values approximate the amount that the Corporation would either pay or receive to settle the
contract at June 30.

7. EMPLOYEE FUTURE BENEFITS

In the three months ended June 30, 2008, net expense of $1.5 million (2007 — $1.7 million) was
recognized for pension benefit plans and net income of $0.6 million (2007 — net expense of $0.7 million)
was recognized for other post employment benefit plans.

In the six months ended June 30, 2008, net expense of $3.0 million (2007 — $3.1 million) was recognized
for pension benefit plans and net income of $0.1 million (2007 — net expense of $1.2 million) was
recognized for other post employment benefit plans.

In June 2008, the Corporation prospectively changed the method of apportioning the costs of other post
employment benefit (“OPEB”) plans to individual subsidiaries. Formerly, each subsidiary was
apportioned a percentage of its payroll costs at a rate calculated for the plan as a whole. The revised
method determines the accrued OPEB liabilities and costs on a company-by-company basis. Under the
new method of allocation, the OPEB liability and non-current regulatory assets increased by
$10.4 million. Pursuant to an AUC decision effective January 1, 2000, the regulated operations,
excluding Alberta Power (2000), are required to expense contributions for other post employment benefit
plans as paid. Consequently, there was no change in their earnings for the three and six months ended
June 30, 2008. The difference between the amounts accrued and paid is deferred in non-current
regulatory assets.



8. SEGMENTED INFORMATION

Segmented results — Three months ended June 30

2008 Power Corporate and Intersegment
2007 Utilities Generation Other Eliminations Consolidated
(Unaudited)
Revenues — external $ 288.2 $ 75.7 $ - $ - $ 363.9

$ 270.6 $ 70.8 $ - $ - $ 3414
Revenues — intersegment " - - - - -
Revenues $ 288.2 $ 75.7 $ - $ - $ 363.9

$ 270.6 $ 70.8 $ - $ - $ 3414
Earnings attributable to Class A $ 22.5 $ 11.0 $ - $ - $ 335

and Class B shares $§ 283 $ 10.1 $ (0.1) $ - $ 383

Segmented results — Six months ended June 30
2008 Power Corporate and Intersegment
2007 Utilities Generation Other Eliminations Consolidated
(Unaudited)
Revenues — external $ 657.4 $149.9 $ - $ - $ 807.3

$ 6145 $142.6 $ - $ - $ 757.1
Revenues — intersegment " - - - - -
Revenues $ 657.4 $149.9 $ - $ - $ 807.3

$ 614.5 $142.6 $ - $ - $ 757.1
Earnings attributable to Class A $ 88.9 $ 223 $ - $ - $ 111.2

and Class B shares $§ 76.7 $ 21.9 $(0.1) $ - $ 98.5

Total assets $4,461.6 $715.0 $13.9 $(1.5) $5,189.0

$3,827.2 $706.3 $ 0.7 $ - $4,534.2
@ Intersegment revenues are recognized on the basis of prevailing market or regulated prices.
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