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ALTAGAS REPORTS STRONG FIRST QUARTER RESULTS

Calgary, Alberta (May 5, 2011) — AltaGas Ltd. (AltaGas, the Corporation) (TSX: ALA) today reported EBITDA for the
three months ended March 31, 2011, of $80.8 million ($0.98 per share), compared to $61.1 million ($0.76 per share) for
the same period of 2010. Funds from operations for the three months ended March 31, 2011, were $64.0 million ($0.77
per share), compared to $51.3 million ($0.63 per share) for the same period of 2010.

Income before income taxes for the three months ended March 31, 2011, was $38.1 million ($0.46 per share), compared
to $31.0 million ($0.38 per share) for the same period of 2010. Net Income applicable to common shares for the three
months ended March 31, 2011, was $26.6 million ($0.32 per share), compared to $36.4 million ($0.45 per share) for the
same period of 2010.

“The business segments reported operating income of $68.6 million compared to $46.0 million for the same period last
year," said David Cornhill, Chairman and CEO of AltaGas. “We saw higher natural gas volumes in areas where
producers are capitalizing on liquids-rich and solution gas, the benefit of our growing rate base and colder weather at
our utilities and higher power prices and volumes. Our overall results reflect the strength of the Corporation’s diversified
portfolio of energy infrastructure assets.”

AltaGas’ short-term growth projects include expansions at the Alder Flats and Ante Creek field gathering facilities, the
addition of a 40 percent interest in a new 40 Mmcf/d (gross) facility serving the Pine Creek area, a second cogeneration
power plant and the co stream project at the Harmattan Complex, and a waste heat recovery project in Sparwood, BC.
AltaGas continues to further its plans to meet producers' needs in northeast British Columbia and northwest Alberta as it
adds the Henderson Pipeline and a 30 percent interest in a pipeline to the Younger Extraction Plant to its suite of energy
infrastructure assets.

As AltaGas creates long-term shareholder value, it continues to build out its renewable energy business to secure
strong returns for investors. In 2011, AltaGas continues construction on its Forrest Kerr run-of-river project in northwest
British Columbia. During the quarter camp construction and some bridgework were completed and tunneling
commenced. The 195 MW project is expected to be in-service in July 2014 and is backed by a 60-year Electricity
Purchase Agreement (EPA) with BC Hydro that is inflated to the Consumer Price Index. AltaGas is also pursuing
several agreements for the McLymont Creek and Volcano Creek hydro projects in the Forrest Kerr vicinity. On the gas
front, AltaGas continues to progress development on the Gordondale Gas Plant with deep-cut facilities, which is
expected to be in service late 2012.

ORGANIZATIONAL ANNOUNCEMENT

Richard Alexander has decided to retire from AltaGas effective June 30, 2011. We are pleased that Mr. Alexander will
remain on the Board of Directors of Heritage Gas Limited where he will be able to continue to contribute to the ongoing
success of AltaGas. We wish Rick every success in his retirement and thank him for his many contributions to AltaGas
during his tenure with the Corporation. We look forward to his ongoing contributions at Heritage Gas Limited.

In recognition of the strength and depth of the AltaGas executive team, effectively immediately, David Harris and
Deborah Stein have been promoted to the positions of President Power and Senior Vice President Finance and Chief
Financial Officer respectively. Mr. Harris will join David Cornhill, Chief Executive Officer, David Wright, Executive Vice
President Strategy and Corporate Development, Gregory Aarssen, Co-President Gas, Randy Toone, Co-President Gas,
Patricia Newson, President AltaGas Utility Group Inc. and Deborah Stein on the AltaGas Executive Committee. As
President Power, Mr. Harris will help to drive growth and profitability in all areas of our conventional and renewable
power businesses and will be accountable for ensuring the power division achieves established strategic, operational
and financial objectives. Additionally, he will ensure divisional assets are optimized in the best interests of shareholders,



employees and communities, including critical growth and construction projects, such as the Forrest Kerr run-of-river
hydroelectric project in north-western British Columbia. As Senior Vice President Finance and Chief Financial Officer,
Ms. Stein continues in the chief financial officer role for the Corporation and the promotion to the Senior Vice President
level reflects her growing contribution to the company’s strategic direction and her leadership at the senior executive
level at AltaGas.

IFRS DEFERRAL:

AltaGas has deferred the implementation of International Financial Reporting Standards (IFRS) and plans to report
financial results under Canadian Generally Accepted Accounting Principles (CGAAP) for fiscal 2011. AltaGas is a
qualifying entity for the IFRS deferral as a result of its rate-regulated activities. The Corporation is currently evaluating
its accounting policy choices and will determine those most appropriate for AltaGas’ business activity, including the
option to adopt US GAAP rather than IFRS.

FINANCIAL HIGHLIGHTS™):

- EBITDA was $80.8 million ($0.98 per share) for first quarter 2011, compared to $61.1 million ($0.76 per share) for
the same quarter in 2010.

« Funds from operations were $64.0 million ($0.77 per share) for first quarter 2011, compared to $51.3 million ($0.63
per share) for the same period in 2010.

» Total net debt on March 31, 2011 was $932.7 million, compared to $1,036.6 million at March 31, 2010. AltaGas’ net
debt to total capitalization ratio as at March 31, 2011, was 43.3 percent, versus 48.8 percent at March 31, 2010, and
42.7 percent as at December 31, 2010.

« AltaGas issued $200 million of senior unsecured medium term notes. The notes carry a coupon rate of 4.1 percent
and mature on March 24, 2016.

() Includes non-GAAP financial measures. See discussion in “Non-GAAP Financial Measures” section of this quarter's MD&A.

IN THE FIRST QUARTER ALTAGAS:

* Processed higher NGLs and generated more power compared to first quarter 2010.

» Completed contracting for the surge and access tunnels and turbines for Forrest Kerr in line with budget estimates.

» Completed the 400-person capacity camp for Forrest Kerr, with current occupancy of approximately 75.

» Accepted an offer to sell the Groundbirch facility resulting in a pre-tax gain of approximately $6 million.

» Completed a letter of intent to acquire a 40 percent interest in a 40 Mmcf/d (gross) facility in the Pine Creek area.

» Completed right-of-way work required to begin construction of the Henderson pipeline to bring an incremental 15
Mmcf/d of natural gas to the Pouce Coupe facility starting in August 2011.

» Signed a definitive processing agreement with NOVA chemicals for the Harmattan Co-stream Project.

CONFERENCE CALL AND WEBCAST DETAILS:
AltaGas will hold a conference call today at 9:00 a.m. MT (11:00 a.m. ET) to discuss first quarter 2011 financial and
operating results and other general issues and developments concerning AltaGas.

Members of the media, investment communities and other interested parties may dial (416) 340 8530 or call toll free at 1
877 240 9772. No pass code is required. Please note that the conference call will also be webcast. To listen, please go
to http://www.altagas.ca/investors/presentations_and_webcasts

Shortly after the conclusion of the call, a replay will be available by dialing (905) 694 9451 or 1 800 408 3053. The
passcode is 8252746. The replay expires at midnight (ET) on May 12, 2011. The webcast will be archived for one year.

The complete first quarter report for 2011, including Management’s Discussion and Analysis and unaudited financial
statements, is available online at www.altagas.ca/investors/financial_reports.

2 AltaGas Ltd. - Q1 - 2011



MANAGEMENT'S DISCUSSION AND ANALYSIS

The Management's Discussion and Analysis (MD&A) of operations and unaudited interim Consolidated Financial Statements presented
herein are provided to enable readers to assess the results of operations, liquidity and capital resources of AltaGas Ltd. (AltaGas, the
Corporation) as at and for the three months ended March 31, 2011, compared to the three months ended March 31, 2010. This MD&A
dated May 4, 2011, should be read in conjunction with the accompanying unaudited interim Consolidated Financial Statements and
notes thereto of AltaGas as at and for the three months ended March 31, 2011, and with the audited Consolidated Financial Statements
and MD&A contained in AltaGas' annual report for the year ended December 31, 2010.

"o

This MD&A contains forward-looking statements. When used in this MD&A the words "may”, "would", "could”, "will", "

-

'intend"”, "plan”,
"anticipate”, "believe", "seek", "propose”, "estimate", "expect"”, and similar expressions, as they relate to AltaGas or an affiliate of
AltaGas, are intended to identify forward-looking statements. In particular, this MD&A contains forward-looking statements with respect
to, among others things, business objectives, expected growth, results of operations, performance, business projects and opportunities
and financial results. Specifically, such forward-looking statements are set forth under: "Consolidated Outlook"; "Growth Capital"; "Gas

Outlook"; "Power Outlook"; "Utilities Outlook™ and "Corporate Outlook".

These statements involve 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 statements. Such statements reflect AltaGas' current views with respect to
future events based on certain material factors and assumptions and are subject to certain risks and uncertainties including without
limitation, changes in market competition, governmental or regulatory developments, changes in tax legislation, general economic
conditions and other factors set out in AltaGas’ public disclosure documents.

Many factors could cause AltaGas' or any of its business segment's actual results, performance or achievements to vary from those
described in this MD&A, including without limitation those listed above as well as the assumptions upon which they are based proving
incorrect. These factors should not be construed as exhaustive. Should one or more of these risks or uncertainties materialize, or
should assumptions underlying forward-looking statements prove incorrect, actual results may vary materially from those described in
this MD&A as intended, planned, anticipated, believed, sought, proposed, estimated or expected, and such forward-looking statements
included in this MD&A herein should not be unduly relied upon. These statements speak only as of the date of this MD&A. AltaGas
does not intend, and does not assume any obligation, to update these forward-looking statements except as required by law. The
forward-looking statements contained in this MD&A are expressly qualified as cautionary statements.

Financial outlook information contained in this MD&A about prospective results of operations, financial position or cash flows is based
on assumptions about future events, including economic conditions and proposed courses of action, based on management's
assessment of the relevant information currently available. Readers are cautioned that such financial outlook information contained in
this MD&A should not be used for the purposes other than for which it is disclosed herein.

Additional information relating to AltaGas can be found on its website at www.altagas.ca. The continuous disclosure materials of
AltaGas Ltd. and AltaGas Income Trust, including its annual MD&A and Consolidated Financial Statements, Annual Information Form,
Information Circular, and Proxy Statement, material change reports and press releases, are also available through AltaGas' website or
directly through the SEDAR system at www.sedar.com.

ALTAGAS ORGANIZATION

The material businesses of AltaGas (the Corporation) are operated by AltaGas Ltd., AltaGas Holding Partnership
(formerly Taylor NGL Limited Partnership), AltaGas Pipeline Partnership, AltaGas Extraction and Transmission Limited
Partnership, Harmattan Gas Processing Limited Partnership, AltaGas Processing Partnership and AltaGas Utility Group
Inc. (Utility Group), (collectively the operating subsidiaries).

Prior to July 1, 2010, AltaGas General Partner Inc., through its Board of Directors, the members of which were elected
by the Trust at the direction of the unitholders, had been delegated by the trustee of the Trust to manage or supervise
the business and affairs of the Trust. As of July 1, 2010, the Board of Directors of AltaGas General Partner Inc. were
appointed to the Board of Directors of AltaGas Ltd. in accordance with the plan of arrangement approved at the Annual
and Special Meeting of Securityholders on June 3, 2010.

AltaGas Ltd - Q1 - 2011
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CONSOLIDATED FINANCIAL RESULTS Three Months Ended

(unaudited) March 31
($ millions) 2011 2010
Revenue 403.4 360.5
Net revenue(") 137.7 127.2
EBITDA(M 80.8 61.1
Operating income(") 58.5 374
Net income applicable to common shares 26.6 36.4
Adjusted net income(") 321 324
Income before taxes 38.1 31.0
Total assets 2,851.7 2,652.8
Total long-term liabilities 1,270.6 923.8
Net additions to capital assets 33.5 48.3
Dividends declared® 27.3 -
Distributions declared®) - 43.0
Cash flows

Cash from operations 35.9 37.0

Funds from operations(") 64.0 51.3

Three Months Ended

March 31

($ per share) 2011 2010
EBITDA(M 0.98 0.76
Net income - basic 0.32 0.45
Net income - diluted 0.31 0.45
Adjusted net income(") 0.39 0.40
Income before taxes 0.46 0.38
Dividends declared® 0.33 -
Distributions declared®) - 0.54
Cash flows

Cash from operations 0.43 0.46

Funds from operations(") 0.77 0.63
Shares outstanding - basic (millions)

During the period® 82.8 80.8

End of period 83.0 81.0

(1 Non-GAAP financial measure; see discussion in Non-GAAP Financial Measures section of this MD&A.
2 Dividends declared of $0.11 per common share per month commencing July 2010.
(3 Distributions declared of $0.18 per trust unit and exchangeable unit per month for the first six months of 2010.

4 Weighted average.
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CONSOLIDATED FINANCIAL REVIEW

The first quarter report follows the continuity of interest basis of accounting whereby the Corporation is considered a
continuation of AltaGas Income Trust (the Trust). As a result, the report includes the Trust's results of operations for the
period up to and including June 30, 2010 and the Corporation's results of operations thereafter.

As at January 1, 2011, the Corporation reorganized the way in which it records and allocates certain costs related to
operating its businesses. Comparative 2010 results have been restated to reflect these changes.

AltaGas has deferred the implementation of International Financial Reporting Standards (IFRS) and plans to report
financial results under Canadian Generally Accepted Accounting Principles (CGAAP) for fiscal year 2011. AltaGas is a
qualifying entity for the IFRS deferral as a result of its rate-regulated activities. The Corporation is currently evaluating its
accounting policy choices and will determine those most appropriate for AltaGas’ business activity, including the option
to adopt US GAAP rather than IFRS.

Three Months Ended March 31

Net income applicable to common shares for first quarter 2011 was $26.6 million ($0.32 per share) compared to $36.4
million ($0.45 per share) in the same period in 2010. Adjusted net income in first quarter 2011 was $32.1 million
compared to $32.4 million in the same quarter last year. In first quarter 2011, AltaGas reported an after-tax unrealized
loss on risk management contracts of $5.5 million compared to an after-tax unrealized gain of $4.0 million in the same
quarter last year. In first quarter 2011, the Corporation reported income tax expense of $8.8 million compared to income
tax recovery of $5.4 million in the same quarter last year.

Results of Operations by Reporting Segment

Operating income(" Three Months Ended
(unaudited) March 31
($ millions) 2011 2010
Gas 30.2 22.7
Power 26.6 16.5
Utilities 11.8 6.8
Sub-total: Operating segments 68.6 46.0
Corporate (10.1) (8.6)
58.5 374

(1 Non-GAAP financial measure; see discussion in "Non-GAAP Financial Measures" section of this MD&A.

The Gas reporting segment reported higher operating income in first quarter 2011 compared to same quarter 2010
primarily due to higher extraction volumes processed, lower amortization and one-time items related to settlements with
producers. During the quarter, AltaGas accepted an offer to sell the Groundbirch facility resulting in a pre-tax gain of
approximately $6 million. Results in the quarter were also impacted by a settlement of a take-or-pay arrangement
resulting in non-recurring pre-tax earnings of $2 million. These increases were partially offset by lower volumes at some
processing facilities, higher interest expense and higher taxes. The Power reporting segment reported higher operating
income in first quarter 2011 compared to same quarter 2010 as a result of higher Alberta power prices, stronger results
from Bear Mountain Wind Park (Bear Mountain), higher earnings from the gas-fired peakers and the addition of the gas-
fired cogeneration facility at the Harmattan Complex. In first quarter 2011, AltaGas hedged 57 percent of power sold in
Alberta at an average price of $65/MWh. The Utilities reported higher operating income in first quarter 2011 compared to
same quarter 2010 mainly due to colder weather in Alberta and Nova Scotia and growth in rate base. Excluding the
impact of risk management contracts, the Corporate reporting segment reported a loss of $10.1 million in first quarter
2011 compared to a loss of $8.6 million in the same quarter last year.

AltaGas Ltd - Q1 - 2011
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On a cash flow basis, funds from operations for the three months ended March 31, 2011, were $64.0 million ($0.77 per
share) compared to $51.3 million ($0.63 per share) in first quarter 2010. EBITDA in first quarter 2011 was $80.8 million
($0.98 per share) compared to $61.1 million ($0.76 per share) in the same period last year. Funds from operations and
EBITDA were driven by the strong financial results of the operating divisions.

On a consolidated basis, net revenue for first quarter 2011 was $137.7 million compared to $127.2 million in the same
period in 2010. The Gas reporting segment's net revenue was largely unchanged from the prior year as higher volumes
processed at extraction plants and two one-time items were partially offset by lower processing volumes in some of the
field processing facilities and a lower contribution from gas storage and transmission. Net revenue in the Power
reporting segment was higher due to higher Alberta power prices, increased generation from Bear Mountain, larger
contributions from gas-fired peakers and the addition of the Harmattan cogeneration facility. The Utilities reported higher
net revenue mainly due to colder weather in Alberta and Nova Scotia and growth in rate base. The Corporate reporting
segment recorded lower net revenue due to higher unrealized losses on risk management contracts and a mark-to-
market loss on an equity investment.

Operating and administrative expense for first quarter 2011 was $64.5 million, up from $60.8 million in first quarter 2010.
The increase was primarily due to incremental costs associated with higher operating costs at extraction facilities due to
higher volumes.

Amortization expense for first quarter 2011 was $21.7 million compared to $23.0 million in the same period 2010. The
decrease was due to lower amortization due to a change in estimates for the expected remaining useful lives of some
assets within the Gas business.

Interest expense in first quarter 2011 was $12.9 million compared to $11.5 million for the same period 2010. The
increase was due to a higher average borrowing rate partially offset by lower average debt balances of $913.8 million
primarily as a result of the preferred share issuance in August 2010 when AltaGas used the proceeds to reduce its debt
balance (2010 - $1,022.9 million). The average borrowing rate was 6.3 percent in first quarter 2011 compared to 4.6
percent in first quarter 2010.

In first quarter 2011, an income tax expense of $8.8 million was reported compared to a recovery of $5.4 million in first
quarter 2010. The increase was due to higher income subject to tax as a result of conversion to a corporate structure.
Income subject to tax in the trust structure was based on income for accounting purposes less the income distributed to
unitholders of the Trust. As a corporation, income tax expense is based on net income before tax. In first quarter 2010,
an income tax recovery of $2 million was reported by the Utility reporting segment as a result of tax deductions available
from an investment in computer software.

CONSOLIDATED OUTLOOK

AltaGas expects to report stronger results from its operating businesses in 2011 compared to 2010. Income before
taxes is expected to be higher in 2011 compared to 2010 due to stronger results from its diversified portfolio of energy
assets. On a net income basis, the Corporation expects to report higher future income tax expense based on being a
corporation for a full year. The Corporation has approximately $1.3 billion in tax pools and based on current estimates
for capital expenditures and taxable income does not generally expect to be cash taxable until 2016.

Higher earnings are expected from higher volumes processed at some field processing and extraction facilities driven by
producer activity to capitalize on high NGL content gas plays or light oil plays. Stronger results are expected in the Gas
reporting segment despite turnarounds at Younger and Harmattan and lower daily take-or-pay volumes on Suffield. The
Gas reporting segment is also expected to benefit from continued strong frac spreads on volumes exposed to spot frac
spreads. Volumes at some gas processing facilities continue to decline due to lower producer activity.

6 AltaGas Ltd. - Q1 - 2011



Based on management's analysis of historical NGL prices, along with NGL published commaodity prices and the current
forward curve for 2011, management expects NGL frac spread prices to average approximately $38 per barrel including
extraction premiums. In 2011, the Corporation estimates that 13 percent of total extraction volumes will be exposed to
frac spread. In 2011, approximately 70 percent of the exposure has been hedged at an average price of $26.85 per
barrel. For 2012, AltaGas has hedged approximately 50 percent of its volumes that are exposed to frac spread at an
average price of approximately $35 per barrel.

AltaGas expects earnings in the Power reporting segment to be higher than 2010 as a result of higher prices and
volumes generated. For the second quarter, AltaGas has hedged approximately 60 percent of its expected Alberta-
based power sales at an average price of $68/MWh. For the third and fourth quarters of 2011, AltaGas has hedged
approximately 40 percent at average prices of $64/MWh. Higher earnings from the gas-fired peakers are expected to
continue as a result of the increased power price volatility. The addition of the new Harmattan Cogeneration facility is
also expected to contribute to higher earnings in the power business throughout 2011.

AltaGas also expects to report stronger earnings from the utilities in Alberta and Nova Scotia as they expect to increase
rate base by 13 percent and 25 percent respectively in 2011.

GROWTH CAPITAL

Based on projects currently under review, development or construction, AltaGas expects capital expenditures for 2011
to be approximately $425 million allocated approximately 50 percent for Power, 40 percent for Gas and 10 percent for
Utilities. As at March 31, 2011, approximately $400 million of capital has been committed for 2011.

AltaGas is well positioned to fund its committed capital program through its growing internally-generated cash flow, its
dividend reinvestment plan and its continued strong access to capital markets. At March 31, 2011, the Corporation had
$832.8 million of available credit facilities. In first quarter 2011, AltaGas declared dividends to common shareholders of
approximately 43 percent of funds from operations.

FIRST QUARTER GROWTH HIGHLIGHTS
During first quarter 2011, AltaGas made progress on several projects in support of its planned $2 billion of organic
growth in the next five years. Notable developments include:

Northwest Hydroelectric Projects

In first quarter 2011, AltaGas completed the contracts for the turbine generating equipment and for the surge and
access tunnels for its 195 MW Forrest Kerr run-of-river power generation project. The turbine equipment contract is
approximately $70 million and the tunneling contract approximately $40 million, both in line with budget estimates. The
turbines are now in the manufacturing stage and work has begun on the drilling and blasting of the access and surge
tunnels. Bridge enhancements for two of five bridges were completed. A 400-person capacity camp was completed in
first quarter with current occupancy of approximately 75 workers living and working at the camp site. During the quarter,
work also progressed on the final engineering and clearing required to progress on the weir and intake structures.
Engineering and design work continued on the power tunnel and power house.

AltaGas continues to be in discussions related to the McLymont Creek and Volcano Creek projects in northwest British
Columbia. These two projects will add 82 MW of run-of-river power generation to the region.

AltaGas Ltd - Q1 - 2011
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Harmattan Co-stream

On December 8, 2010, AltaGas’ application for the Harmattan Co-stream Project received approval from the Energy
Resources Conservation Board (ERCB). The project is expected to cost approximately $130 million and includes an
incremental $8 million for an enhanced refrigeration modernization project. The Harmattan Co-stream Project will allow
250 Mmcf/d of rich, sweet natural gas sourced from the NGTL Western System to be processed using spare capacity at
the Harmattan Complex to recover ethane and other NGLs. AltaGas expects to commence operations in late first
quarter 2012. Based on current capital cost estimates, AltaGas expects the annual EBITDA contribution to be in the
range of $20 million to $25 million once completed.

On March 4, 2011, AltaGas entered into a definitive agreement with NOVA Chemicals Corporation (NOVA Chemicals)
for the project. The agreement is for an initial term of 20 years whereby AltaGas will deliver all natural gas liquids
extracted from co-stream gas on a full cost-of-service basis to NOVA Chemicals. The agreement provides that all capital
expenditures and operating costs related to the project will be fully recovered through fees under normal operations.

During the quarter, AltaGas ordered $30 million of equipment and materials and began pipeline surveys. Major
equipment tie-in is planned to occur during the scheduled plant turnaround in September 2011. To date, approximately
$40 million of costs are fixed. AltaGas expects a further $48 million to be fixed by third quarter 2011. In total, AltaGas
expects approximately 60 percent of the total project cost to be contractually fixed. The remainder will be subject to cost
escalation and labour productivity risk. By the end of 2011, 90 percent of the costs will have been incurred. AltaGas
mitigates project cost escalation and schedule risk through its procurement and contracting strategies.

In early January 2011, two of the parties that initially intervened in AltaGas’ ERCB application filed notices of motion for
leave to appeal to the ERCB Decision at the Court of Appeals Alberta. In late January, one of those parties filed an
application with the ERCB for a Review and Variance of the ERCB Decision. AltaGas believes that the grounds set forth
in these applications are without merit. AltaGas remains committed to the schedule as outlined above.

Gordondale Gas Plant

On November 4, 2010, AltaGas announced it will construct a 120 Mmcf/d gas processing facility and an associated gas
gathering system in the Gordondale area of the Montney resource play, approximately 100 km northwest of Grande
Prairie, Alberta. The plant will also be equipped with liquids extraction facilities. The facility and associated gas gathering
system is expected to cost approximately $235 million and be in service in late 2012. By using existing infrastructure in
the area and building the Henderson Pipeline to connect to the Pouce Coupe facility, AltaGas expects to provide
processing services for early production of 15 Mmcf/d by August 2011. The facility is supported by a long term gathering
and processing agreement with Encana Corporation to supply natural gas to the facility. Based on current production
and natural gas reserve estimates, AltaGas expects the annual average EBITDA contribution to range between $30
million and $35 million once completed.

The project is subject to regulatory approval by Alberta Environment (AENV) and ERCB. AltaGas has submitted both
applications and the process is proceeding as expected. During the quarter, $7 million of orders were placed and most
major bid packages were received for evaluation. Late spring breakup has deferred the startup of construction for the
Henderson Pipeline to late May or early June 2011; however, this is not expected to result in any delays on start-up.

Based on the expected timeline for filing and receiving regulatory approvals, AltaGas expects $105 million to $115
million of costs to be fixed by September 2011. In total, approximately two thirds of costs are expected to be
contractually fixed over the course of construction. The remainder will be subject to cost escalation and labour
productivity risk. AltaGas mitigates project cost escalation and schedule risk through its procurement and contracting
strategies.
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Harmattan Cogeneration #2

Following on the success of the 15-MW Harmattan Cogeneration Project that was commissioned in late 2010, AltaGas
plans to construct a second 15-MW cogeneration unit at the Harmattan Complex as a means of supplying steam and
power for the Co-stream Project. Having two independent generating units on site will provide a reliable source of low
cost power and steam to the facility while reducing the complex’s reliance on the grid and its power boilers. The project
also includes adding a distribution system within the Harmattan Complex. The Cogeneration #2 project is estimated to
cost $24 million and be in service during second quarter 2012.

During the quarter, purchase orders of approximately $9 million for major equipment were placed. Construction is
scheduled to commence in third quarter 2011.

NON-GAAP FINANCIAL MEASURES

This MD&A contains references to certain financial measures that do not have a standardized meaning prescribed by
GAAP and may not be comparable to similar measures presented by other entities. The non-GAAP measures and their
reconciliation to GAAP financial measures are shown below. Some of the measures have been redefined to provide
more clarity and simplify the use of non-GAAP measures in the report. EBITDA and operating income have been
redefined to exclude unrealized gains and losses of mark-to-market accounting for risk management contracts. These
measures provide additional information that management believes is meaningful regarding AltaGas' operational
performance, liquidity and its capacity to fund dividends, capital expenditures and other investing activities. The specific
rationale for, and incremental information associated with, each non-GAAP measure is discussed below.

References to net revenue, operating income, EBITDA, adjusted net income and funds from operations throughout this
document have the meanings as set out in this section.

Net revenue Three Months Ended
(unaudited) March 31
($ millions) 2011 2010
Net revenue 137.7 127.2
Add: Cost of sales 265.7 233.3
Revenue (GAAP financial measure) 403.4 360.5

Net revenue, which is revenue less the cost of commodities purchased for sale and shrinkage, is a better reflection of
performance than revenue, since changes in the market price of natural gas and power affect both revenue and cost of
sales.

Operating income Three Months Ended
(unaudited) March 31
($ millions) 2011 2010
Operating income 58.5 37.4
Add (deduct):  Unrealized gains (losses) on risk management contracts (7.4) 53
Interest expense (12.9) (11.5)
Foreign exchange loss - (0.2)
Income tax (expense) recovery (8.8) 5.4
Preferred share dividend (net of tax) (2.8) -
Net income applicable to common shares (GAAP financial measure) 26.6 36.4
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Operating income is a measure of AltaGas' profitability from its principal operating activities prior to how these activities
are financed, how the results are taxed, or the impact of unrealized gains or losses on risk management contracts. The
measure is used by management to assess the operating performance of the business segments since it is a better
indicator of operating performance than net income. Operating income is calculated from the Consolidated Statements
of Income using revenue adjusted for unrealized gains or losses on risk management contracts less operating and
administrative expenses.

EBITDA Three Months Ended
(unaudited) March 31
($ millions) 2011 2010
EBITDA 80.8 61.1
Add (deduct):  Unrealized gains (losses) on risk management contracts (7.4) 53
Amortization (21.7) (23.0)
Accretion of asset retirement obligations (0.6) (0.7)
Interest expense (12.9) (11.5)
Foreign exchange (loss) gain - (0.2)
Income tax (expense) recovery (8.8) 5.4
Preferred share dividends (net of tax) (2.8) -
Net income applicable to common shares (GAAP financial measure) 26.6 36.4

EBITDA is a measure of AltaGas' operating profitability without the impact of risk management contracts and prior to
how business activities are financed, assets are amortized or how earnings are taxed. AltaGas does not speculate on
commodity prices, but rather enters into financial instruments to manage risk, and therefore evaluates company
performance excluding unrealized gains or losses from risk management contracts. EBITDA is calculated from the
Consolidated Statements of Income using revenue adjusted for unrealized gains or losses on risk management
contracts, cost of sales and operating and administrative expenses.

Adjusted net income Three Months Ended
(unaudited) March 31
($ millions) 2011 2010
Adjusted net income 321 32.4
Add (deduct):  After-tax unrealized gain (loss) on risk management contracts (5.5) 4.0
Net income applicable to common shares (GAAP financial measure) 26.6 36.4

Adjusted net income is a better reflection of actual business performance than net income since changes in value of risk
management contracts are subject to end of period prices for equities, commodities, interest rates and foreign
exchange. Management evaluates the overall performance of AltaGas’ business prior to accounting for unrealized gains
or losses from risk management activities. Adjusted net income is calculated from the Consolidated Statements of
Income and is defined as net income adjusted for unrealized gains or losses on risk management contracts and related
income tax expenses.

Funds from operations Three Months Ended
(unaudited) March 31
($ millions) 2011 2010
Funds from operations 64.0 51.3
Add (deduct):  Net change in non-cash working capital (28.0) (14.2)
Asset retirement obligations settled (0.1) (0.1)
Cash from operations (GAAP financial measure) 35.9 37.0
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Funds from operations are used to assist management and investors in analyzing financial performance without regard
to changes in non-cash working capital in the period. Funds from operations as presented should not be viewed as an
alternative to cash from operations, or other cash flow measures calculated in accordance with GAAP. Funds from
operations are calculated from the Consolidated Statements of Cash Flows and are defined as cash provided by
operating activities before changes in non-cash working capital and expenditures incurred to settle asset retirement
obligations.

GAS

Three Months Ended March 31

The Gas reporting segment recorded operating income of $30.2 million in first quarter 2011 compared to $22.7 million
for the same quarter in 2010. During the quarter, the Extraction and Transmission (E&T) business contributed
approximately 72 percent (first quarter 2010 - 84 percent), the Field Gathering and Processing (FG&P) business
contributed approximately 27 percent (first quarter 2010 - 10 percent), with the remainder contributed by the Energy
Services (ES) business. During the quarter, AltaGas accepted an offer from a producer to sell the Groundbirch facility.
The offer allowed the Corporation to realize a pre-tax gain on the disposition of approximately $6 million. The proceeds
will be redeployed for the acquisition of a 40 percent interest in a new 40 Mmcf/d (gross) facility in the Pine Creek area.

Operating income increased due to higher frac exposed volumes and margins, the sale of the Groundbirch facility,
settlement of a take-or-pay contract and lower amortization. These increases were partially offset by lower volumes
processed at some FG&P facilities, higher operating and administration costs, lower margins realized within the natural
gas storage business and lower daily contract quantity on the Suffield system.

Net revenue in the Gas reporting segment for first quarter 2011 was $87.8 million compared to $79.9 million for the
same period in 2010. Net revenue increased due to the sale of the Groundbirch facility for a pre-tax gain of
approximately $6 million and the settlement of a take-or-pay contract for $2.0 million before tax. In addition, net revenue
increased $3.5 million due to higher frac exposed volumes and margins and $2.5 million due to higher extraction fee-for-
service and recovery revenues. These increases were partially offset by lower FG&P volumes and fee-for-service
revenues of $2.9 million, lower natural gas storage margins of $1.4 million and lower transmission revenues of $1.5
million driven largely by lower daily contract quantity on the Suffield system.

Operating and administrative expense in first quarter 2011 was $43.4 million compared to $40.8 million in first quarter
2010. The increase was largely due to higher power prices, higher variable costs associated with more extraction
volumes and assets that were added or expanded during the prior year. These increases were partially offset by lower
volumes at certain gas processing facilities and cost saving measures implemented.

Amortization expense in first quarter 2011 was $13.7 million compared to $15.6 million in first quarter 2010. Accretion
expense in first quarter 2011 was $0.6 million compared to $0.7 million in first quarter 2010. The decreases were due to
revisions in estimates in the lives of certain facilities.
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GAS OPERATING STATISTICS Three Months Ended

March 31

2011 2010
E&T
Extraction inlet gas processed (Mmcf/d)(") 909 787
Extraction ethane volumes (Bbls/d)(") 27,892 26,592
Extraction NGL volumes (Bbls/d)(") 14,356 11,838
Total extraction volumes (Bbls/d)(") 42,248 38,430
Frac spread - realized ($/Bbl)(V 2 32.45 30.42
Frac spread - average spot price ($/Bbl)(") 40.91 35.38
FG&P
Processing throughput (gross Mmcf/d)(" 375 432
Capacity utilization (%)® 32 37
Energy Services
Average volumes transacted (GJ/d)® 507,461 405,048

(M) Average for the period.

@) Indicative frac spread or NGL margin, expressed in dollars per barrel of NGL, and derived from Edmonton postings for propane, butane and condensate
and the daily AECO natural gas price.

() As at the end of the reporting period.

() Average for the period. Includes volumes marketed directly, volumes transacted on behalf of other operating segments and volumes sold in gas exchange

transactions.

Average ethane and NGL volumes increased by 1,300 Bbls/d and 2,518 Bbls/d respectively in first quarter 2011,
compared to the same period in 2010. Volumes were higher at most extraction facilities, led by increases at the Younger
Extraction Plant due to higher inlet volumes and Empress extraction facilities due to successful contracting efforts.

FG&P throughput in first quarter 2011 averaged 375 Mmcf/d compared to 432 Mmcf/d in first quarter 2010. Although
certain areas have experienced volume growth, the lack of producer activity in response to low natural gas prices has
resulted in overall lower processing volumes.

Gas Outlook

The Gas segment is expected to deliver stronger results in 2011 than in 2010. Stronger results are expected from the
extraction and field gas processing assets as producers look to increase net backs from liquids-rich gas and higher
average realized frac spread margins. These increases are expected to be partially offset by lower volumes in areas
where there are fewer opportunities for producers to benefit from liquids-rich gas, lower daily contract quantity on the
Suffield natural gas transmission system and lower margins in the storage business.

On April 13, 2011, AltaGas signed a letter of intent with a producer to acquire a 40 percent interest in the 40 Mmcf/d
(gross) Pine Creek gas processing facility for $18 million, subject to normal conditions precedent including the execution
of definitive agreements for its purchase and operation. The Pine Creek facility’s capture area includes the newly
discovered Wilrich and Notikewin zones, and a Duvernay shale play also trends into an area six miles east of the plant.
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AltaGas expects average annual volumes in 2011 to be higher than 2010 within the field processing business as a result
of prior year's expansion projects at the existing Pouce Coupe, Ante Creek and Acme gas processing plants,
expansions and plant modifications at Alder Flats, connection of the new Henderson pipeline to the Pouce Coupe plant
and higher producer activity in the Bantry and Princess areas. Volumes are also expected to increase in early 2012 with
the expansion of the Blair Creek Gas Plant. Areas experiencing higher activity levels are being driven by producers
focusing on high NGL content gas plays or light oil plays which create significant solution gas.

Throughput at the extraction assets is expected to increase in 2011 over 2010 despite the scheduled turnarounds at the
Harmattan and Younger facilities. Drilling activity in northeast B.C. has increased as producers continue the
development of tight and shale gas plays within the area. Developments in this area have resulted in higher volumes
being processed at the Younger Extraction Plant. The new 25-kilometer, 16-inch diameter natural gas pipeline
(“Septimus Pipeline”), expected to be operational during Q4 2011, will also contribute to higher volumes being
processed at the Younger facility. AltaGas has a 30 percent interest in the pipeline. The Younger facility is also
undergoing plant modifications during this year’s turnaround in anticipation that throughput volumes will approach
operating capacity of approximately 650 Mmcf/d by year end. Extraction volumes through AltaGas’ Empress facilities are
higher due to successful contracting of gas supply to increase utilization at these facilities.

In addition, operating income within the Gas business during 2011 is expected to be greater than 2010 due to lower
amortization, which is expected to be $2 million lower than the prior year as a result of changes in expected lives at
certain facilities. Offsetting these gains will be the 2011 turnarounds that are expected to result in an operating income
impact of $8.5 million. The turnarounds at the Younger and Harmattan facilities are expected to occur in second and
third quarter, respectively. In addition, the lower daily contract quantity on the Suffield system is expected to result in
lower operating income within the Transmission business of approximately $6 million in 2011 compared to 2010.

Based on management's analysis of historical NGL prices, along with NGL published commaodity prices and the current
forward curve for 2011, management expects NGL frac spread prices to average approximately $38/Bbl including
extraction premiums. In 2011, the Corporation estimates that 13 percent of total extraction volumes will be exposed to
frac spread. In 2011, approximately 70 percent of the exposure has been hedged at an average price of $26.85/Bbl. For
2012, AltaGas has hedged approximately 50 percent of its volumes that are exposed to frac spread at an average price
of $35/Bbl.

AltaGas Ltd - Q1 - 2011
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POWER

Three Months Ended March 31

Operating income for first quarter 2011 was $26.6 million compared to $16.5 million for the same period in 2010.
Operating income increased as a result of higher Alberta power prices, higher earnings from the gas-fired peakers, the
addition of the cogeneration facility at the Harmattan Complex and stronger results from the Bear Mountain Wind Park,
partially offset by higher costs. In first quarter 2011, AltaGas hedged 57 percent of power sold in Alberta at an average
price of $65/MWh.

Net revenue for first quarter 2011 was $33.7 million compared to $23.5 million for the same period in 2010. Net revenue
increased $11.2 million due to higher Alberta power prices, $1.7 million from the addition of the Harmattan gas-fired
cogeneration, $1.7 million due to stronger results from the Bear Mountain Wind Park and $0.7 million from higher
volumes sold from the gas-fired peaking plants, partially offset by approximately $5.2 million in higher costs.

Operating and administrative expense was the same at $3.1 million for first quarter 2011 compared to the same period
in 2010.

Amortization expense was $4.0 million in first quarter 2011 compared to $3.8 million in first quarter 2010. The increase
was due to the addition of the Harmattan Cogeneration Facility.

POWER OPERATING STATISTICS Three Months Ended
March 31

2011 2010

Volume of power sold (GWh)(1(2) 740 685
Average price realized on the sale of power ($/MWh)(1)X2) 78.76 62.16
Alberta Power Pool average spot price ($/MWh)(") 83.33 40.88

(M) Average for the period.

) Includes both Alberta and British Columbia sale of power.

Power Outlook

The Power segment is expected to deliver stronger results in 2011 compared to 2010 as a result of higher prices and
higher volumes generated. For the second quarter, AltaGas has hedged approximately 60 percent of its expected
Alberta-based power sales at an average price of $68/MWh. For the third and fourth quarters of 2011, AltaGas has
hedged approximately 40 percent at average prices of $64/MWh. Recent supply uncertainty in the Alberta power
market, together with changes to the Rate Regulated Option used for setting power prices by the utilities, has increased
power prices and power price volatility. Management expects to execute short-term hedges throughout the year at
premium prices to long-term prices as it has successfully done to date in 2011.

Current forward prices, as published in daily broker reports, are in the low $60s per MWh for the balance of 2011, as
well as 2012 and 2013. Higher power prices are expected to result in higher run times and availability of the gas-fired
peakers resulting in higher energy and ancillary services sales in 2011 compared to 2010. The addition of the Harmattan
Cogeneration Facility in late 2010 is also expected to contribute to stronger results from the power business in 2011.
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UTILITIES

Three Months Ended March 31

The Utility reporting segment predominantly comprises natural gas rate-regulated utilities, where net income is based on
a regulated allowed return on capital invested. Rate regulated cost-of-service entities such as AltaGas Utilities Inc. (AUI)
in Alberta and Heritage Gas Limited (Heritage Gas) in Nova Scotia generally collect operating and administrative costs,
depreciation, interest expenses and income taxes paid in the rates charged to customers, and therefore changes in
these costs do not normally impact the net income of the business. Consequently, this discussion of financial results
focuses on net income.

Net income for first quarter 2011 was $8.2 million compared to $7.5 million for the same period in 2010. Net income was
higher mainly due to colder weather in Alberta and Nova Scotia and higher rate base at both the Alberta and Nova
Scotia utilities. The segment grew rate base by 16 percent in first quarter 2011 to $322.9 million which increased first
quarter net income by $0.9 million.

After deducting natural gas costs of $35.3 million (Q1 2010 - $37.9 million), net revenue for first quarter 2011 was $26.4
million compared to $19.1 million for the same period in 2010. Net revenue grew $7.3 million mainly due to higher
delivered gas volumes from colder weather, higher revenue requirements due to rate base growth and higher applied for
recoverable costs at AUl and Heritage Gas.

Operating and administrative expense was $11.5 million for first quarter 2011 compared to $9.5 million for the same
period in 2010. Amortization expense was $3.1 million in first quarter 2011 compared to $2.8 million in first quarter 2010.
Interest expense was $2.8 million in first quarter 2011 compared to $1.7 million in first quarter 2010.

Income tax expense was $0.7 million in first quarter 2011 compared to an income tax recovery of $2.0 million in same
period 2010. The income tax recovery in 2010 was mainly due to the recovery of cash income tax at AUl due to
deductions available from an investment in computer software.

Net income in the Utility reporting segment is highly seasonal, as revenues are primarily based on the demand for space
heating in the winter months, mainly from November to March. Costs, on the other hand, are generally incurred more
uniformly over the year. This typically results in stronger first and fourth quarters and weaker second and third quarters.
Earnings can be impacted by variations from normal weather resulting in delivered volumes being different than
anticipated. Increases in the number of customers or changes in customer usage are examples of other factors that
might typically affect volumes and hence earned returns.

UTILITIES OPERATING STATISTICS Three Months Ended
March 31

2011 2010

Natural gas deliveries - end-use (PJ)" 9.3 7.2
Natural gas deliveries - transportation (PJ)(") 1.3 1.3
Service sites @ 75,055 73,198
Degree day variance from prior year - AUl (%) ) 23.6 (18.6)
Degree day variance from prior year- Heritage Gas (%) 8.0 (14.0)

(1) Petajoule (PJ) is one million gigajoules (GJ).

(2 Service sites reflect all of the service sites of AUI, Heritage Gas and Inuvik Gas.

(3) Degree days relate to AUl and Heritage Gas service areas. A degree day is the cumulative extent to which the daily mean temperature falls below 15
degrees Celsius at AUI and 18 degrees Celsius at Heritage Gas. Normal degree days are based on a 20-year rolling average. Positive variances from

normal lead to increased delivery volumes from normal expectations.
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Utilities Outlook

The Utility reporting segment is expected to generate earnings growth in 2011 based on rate-base growth in its Alberta
and Nova Scotia natural gas distribution utilities. In 2011, AUI is forecast to spend approximately $26 million, growing
mid-year rate base by 13 percent to $153 million. Heritage Gas is forecast to spend approximately $20 million to expand
its system in 2011 which, along with increases in the Revenue Deficiency Account (RDA), is expected to grow rate base
by 25 percent.

AltaGas will continue to pursue growth in its existing franchise areas and is well positioned to capture opportunities
arising in its service areas in Alberta. AltaGas expects that new business growth in 2011 will be approximately 2 percent
at the Alberta utility.

The Alberta Utilities Commission (AUC) is currently considering AUl's rate application for 2010, 2011 and 2012. The
hearing is scheduled for mid-October 2011 and a decision is expected in early 2012. In addition to increases in costs
and capital spending, AUl is requesting approval of interest rates on all of its outstanding debt for the 3-year period.
There is also a generic cost-of-capital proceeding currently underway to set return on equity for 2011 and 2012 for all
utilities in Alberta. The unanticipated impact of decisions on these regulatory matters is recorded in the period in which
the decision is received.

Heritage Gas expects growth in its franchise areas from the continued expansion of its system in the Halifax Regional
Municipality and ongoing conversion of customers with existing access to natural gas. Heritage Gas expects to activate
approximately 750 new customers in 2011.

The 13 percent return on equity and the 8.75 percent debt rate allowed at Heritage Gas are approved by the Nova
Scotia Utility and Review Board (NSUARB) through 2011. Heritage Gas will file a General Rate Application (GRA) in
mid-2011 to apply for rates and terms beginning January 2012. The GRA is comprehensive and will include a number of
studies requested by the NSUARB including cost-of-capital, capital structure, cost-of-service and rate-design studies.
The hearing is set for early in fourth quarter 2011 and a decision from the NSUARB is expected before the end of 2011.

CORPORATE

Three Months Ended March 31

The operating loss for first quarter 2011 was $10.1 million compared to $8.6 million for first quarter 2010. The increased
loss was due to an unrealized loss on risk management contracts of $7.4 million compared to a gain of $5.3 million in
first quarter last year. Also reported in the quarter is a loss of $2.8 million on an equity investment compared to a loss of
$1.4 million in the same quarter last year. Adjusting for mark-to-market accounting on risk management contracts and
investments, the Corporate segment reported costs of $7.3 million in first quarter 2011 compared to $7.2 million in the
same quarter last year.

Net revenue was in a negative position of $10.4 million in first quarter 2011 compared to net revenue of $5.5 million in
the same period in 2010. The decrease was primarily due to changes in unrealized losses on risk management
contracts of $12.7 million as well as a loss of $2.8 million on an equity investment compared to a loss of $1.4 million in
the same quarter last year.

Operating and administrative expense was $6.2 million in first quarter 2011 compared to $8.1 million in first quarter
2010. Lower expenses were a result of cost saving initiatives in 2011.

Amortization expense was $0.9 million in first quarter 2011 compared to $0.7 million in the same quarter 2010.
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Corporate Outlook

Excluding the impact of mark-to-market accounting, the operating loss for 2011 is expected to be lower than the loss
reported in 2010. During 2010, AltaGas incurred costs to convert from a trust structure to a corporation and to support
activities related to compliance with the Harmonized Sales Tax in Ontario and British Columbia. AltaGas expects to incur
costs to transition to IFRS or US GAAP during 2011. The Corporate reporting segment is also expected to report lower
income from other investments during 2011.

AltaGas expects to report higher future income tax expense based on being a corporation for a full year and expects to
incur an effective corporate tax rate of approximately 23 percent. The tax rate at the consolidated level is lower than the
expected statutory rate as a result of the lower effective tax rate at the Utility segment. Future income taxes recoverable
or payable by the utilities are recorded as regulatory assets or liabilities until such time as the taxes are collectible or
payable from or to the utility customers.

The effects of risk management contracts are based on estimates relating to commodity prices, interest rates and
foreign exchange rates over time. The actual amounts will vary based on these drivers, and management is therefore
unable to predict the impact of financial instruments on 2011 results. However, the impact of the accounting standards is
expected to be relatively low since AltaGas uses financial instruments to manage exposure to commodity price
fluctuations and to buy and sell gas and power with locked-in margins. AltaGas does not execute financial instruments
for speculative purposes.

INVESTED CAPITAL

During first quarter 2011, AltaGas increased capital assets, long-term investments and other assets by $55.4 million
compared to $43.4 million in first quarter 2010. The net invested capital was $27.1 million in the quarter compared to
$43.1 million in the same quarter last year. In first quarter 2011, the Corporation reported the disposition of the
Groundbirch plant resulting from a settlement with the producer which generated a pre-tax gain on the sale of the plant
of approximately $6 million.

Net Invested Capital - Investment Type Three Months Ended
March 31, 2011

($ millions) Gas Power Utilities Corporate Total
Invested capital:

Capital assets 25.8 29.2 4.7 1.8 61.5

Long-term investments and other assets - (0.2) - (5.9) (6.1)
Net invested capital 25.8 29.0 4.7 (4.1) 55.4
Disposals:

Capital assets (28.0) - - - (28.0)

Long-term investments and other assets - - - (0.3) (0.3)
Net invested capital (2.2) 29.0 4.7 (4.4) 271
Net Invested Capital - Investment Type Three Months Ended

March 31, 2010

($ millions) Gas Power Utilities Corporate Total
Invested capital:
Capital assets 37.2 3.7 5.3 2.0 48.2
Long-term investments and other assets - (0.1) - 4.7) (4.8)
Net invested capital 37.2 3.6 5.3 (2.7) 43.4
Disposals:

Capital assets - - - - -
Long-term investments and other assets (0.3) - - - (0.3)

Net invested capital 36.9 3.6 5.3 (2.7) 43.1
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AltaGas categorizes its invested capital into maintenance, growth and administration.

Growth capital of $53.0 million was reported in first quarter 2011 (first quarter 2010 - $40.0 million). In the Gas segment,
growth capital was comprised primarily of $17.8 million on the Harmattan Co-stream Project and $6.8 million for various
Gas-related projects. Within the Power segment, growth capital projects included $20.1 million for the development of
the Forrest Kerr project and $8.9 million related to other power projects including the second cogeneration plant at the
Harmattan Complex. The Utilities segment reported growth capital of $4.7 million. The Corporate segment reported a
decline in growth capital of $5.3 million related to unrealized loss on mark-to-market for Magma Energy Corp.
Administrative and maintenance capital expenditures in first quarter 2011 were $1.5 million and $0.9 million, respectively
(first quarter 2010 - $2.0 million and $1.4 million, respectively).

Invested Capital - Use Three Months Ended
March 31, 2011

($ millions) Gas Power Utilities Corporate Total
Invested capital:
Maintenance 0.9 - - - 0.9
Growth 24.6 29.0 4.7 (5.3) 53.0
Administrative 0.3 - - 1.2 1.5
Invested capital 25.8 29.0 4.7 (4.1) 55.4
Invested Capital - Use Three Months Ended

March 31, 2010

($ millions) Gas Power Utilities Corporate Total
Invested capital:
Maintenance 0.8 0.6 - - 1.4
Growth 36.4 3.0 5.3 4.7) 40.0
Administrative - - - 2.0 2.0
Invested capital 37.2 3.6 5.3 (2.7) 43.4

FINANCIAL INSTRUMENTS

The Corporation is exposed to market risk and potential loss from changes in the value of financial instruments. AltaGas
enters into financial derivative contracts to manage exposure to fluctuations in commaodity prices, interest rates and
foreign exchange rates. During first quarter 2011, the Corporation had positions in the following types of derivatives,
which are also disclosed in Note 7 of the interim Consolidated Financial Statements:

e Commodity forward contracts: The Corporation executes gas, power and other commodity forward contracts to
manage its asset portfolio and lock-in margins from back-to-back purchase and sale agreements. In a forward
contract, one party agrees to deliver a specified amount of an underlying asset to the other party at a future date at
a specified price. The energy services business transacts primarily on this basis.
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e Commodity swap contracts: AltaGas executes fixed-for-floating power price swaps to manage its power asset
portfolio. A fixed-for-floating price swap is an agreement between two counterparties to exchange a fixed price for a
floating price. The Power business results are significantly affected by the price of electricity in Alberta. AltaGas
employs derivative commodity instruments for the purpose of managing AltaGas' exposure to power price volatility.
The Alberta Power Pool settles power prices on an hourly basis and prices ranged from $6.57/MWh to
$999.99/MWh in first quarter and $8.09/MWh to $376.37/MWh in same quarter last year. The average Alberta spot
price was $83.33/MWh in first quarter 2011 (first quarter 2010 - $40.88/MWh). AltaGas moderated the impact of
this volatility on its business through the use of financial hedges on a portion of its power portfolio. The average
price realized for power by AltaGas was $78.76/MWh in first quarter (first quarter 2010 - $62.16/MWh). For the
second quarter, AltaGas has hedged approximately 60 percent of its expected Alberta-based power sales at an
average price of $68/MWh. For the third and fourth quarters of 2011, AltaGas has hedged approximately 40
percent at average prices of $64/MWh.

NGL frac spread hedges: The Corporation executes fixed-for-floating NGL frac spread swaps to manage its
exposure to frac spreads. The E&T business results are affected by fluctuations in NGL frac spreads. During the
first quarter 2011, the Corporation had NGL frac spread agreements for an average of 3,625 Bbls/d at an average
price of $26.85/Bbl. The average spot NGL frac spread for first quarter 2011 was $40.91/Bbl (first quarter 2010 -
$35.38/Bbl). The average NGL frac spread realized by AltaGas in first quarter 2011 was $32.45/Bbl (first quarter
2010 - $30.42/Bbl). The Corporation has hedged an average of 3,625 Bbls/d, or approximately 70 percent of
volumes that are exposed to spot prices for the remainder of 2011, at an average price of $26.85/Bbl. For 2012,
AltaGas has hedged approximately 50 percent of its volumes that are exposed to frac spread at an average price
of $35/Bbl.

Interest rate forward contracts: The Corporation enters into interest rate swaps where cash flows of a fixed rate are
exchanged for those of a floating rate. At March 31, 2011, the Corporation had interest rate swaps for $80 million
with varying terms to maturity until March 31, 2012. At March 31, 2011, the Corporation had fixed the interest rate
on 100 percent of its debt including MTNs and capital leases (December 2010: 96 percent).

Foreign exchange forward contracts: Foreign exchange exposure created by transacting commercial arrangements
in foreign currency is managed through the use of foreign exchange forward contracts whereby a fixed rate is
locked in against a floating rate and option agreements whereby an option to transact foreign currency at a future
date is purchased or sold.

The fair value of power, natural gas and NGL derivatives was calculated using estimated forward prices from published
sources for the relevant period. The calculation of fair value of the interest rate derivatives used quoted market rates.

AltaGas does not speculate on commodity prices and therefore does not engage in commodity transactions that create
incremental exposure or are based solely on expectations of future energy market price movements. Commaodity
transactions are used to lock in margins, optimize underlying physical assets or reduce exposure to energy price
movements. AltaGas' risk management group reviews commodity and credit risk on a daily basis and has