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All dollar amountsm this Annual Information Form are in Canadian dollars unless otherwise stated.

FORWARD-LOOKING INFORMATION

This Annual Information Form contains forwalabking statements. When used in this Annual Information Form the
words "may", "would", "could", "will, "intend", "plan", "anticipate"”, "believe", "seek", "propose", "estimate", "expect",

and similar expressions, as they relate to @weporation are intended to identify forwaddoking statements. In
particular, this Annual Information Form contaiforwardlooking statements with respect to, among other things,
business objectives, expected growth, results of operations, performance, business projects and opportunities and

financial results.

Specifically, such forwartboking statements are set forth iespect ofAltaGas overall strategy under the heading
"Overview of the Busingssncluding with respect to the expected-service date of a third cogeneration facility at the
Harmattan Complex, and under the headi@yerview of the Busine$sAltaGas Strategy",including with respect to:
expectations for the WCSRexpectations for themimization of existing assets and through the development of new
infrastructure, including energy export opportunitiexpectations forpower and distribution opptmities and
expectations for theost of natural gas in North Americin addition, forwardooking statement#n respect of the
strategies applicable to each of AltaGassinessegmentsre set forth undehe following subheadings

I "Gasi BusinessStrategy, including in respect of the demand for natural gas, the viability of the WCSB, the
demand for processing infrastructure, AltaGaslity to capitalize on supply and demand fundamentals for natural
gas and NGLs, the impact of the -SBweamFacilty on utilization at the Harmattan Complex and opportunities to
acquire or build gathering and processing infrastructurgie-in new wellsand increase volumeasnd capture
operating synergieghe ability of AltaGas to capitalize on growing natural gasduction in northeasBritish
Columbiaand northwest Alberta, the impact of the Gordondale Facility on capitalizing on ligetidgas and
providing stable cash flonand the expected utilization thergof

1 "Poweri Business Stratedly including in respect of opportunities to expand the Blythe Energy Center, the
potential to servéhe CAISO and the DSWharkets from the Blyth&nergyCenter,expectations regardintfpe cost
and impacbf the Northwest Projectsthe expected timing of th commissioning and in service date of the Forrest
Kerr Project expected timing of the completion and in service dates of each of the McLymont Creek Project and the
Volcano Creek Projecthe anticipated impact of the Sundance B facility on profitabilipportunities to expand
the Parkland gafired peaking facilitythein-service date of a third cogeneration facility at the Harmattan Complex,
the timing of expansion of thearkland gadired peaking facility the impact of North American demand foraner
energy sourceand regulatory changesn the ability to develop and own additional power generatibe
opportunity to capitalize on the demand for RECs in North Amexrichthe impact of the potential addition of LNG
export facilities on power geragion demand

Finally, forwardlooking statements in relation to AltaGdmisiness and business prospects are set forth under the
following additional headings:

1 "General Developmemntf AltaGasBusiness$ Historical Developmetitunder the following suleadings:

o "Development of the Gas Businksscluding in respect ahe impact of the Gatream Facility on utilization at
the Harmattan Complexhe intention to pursue LPG and LNG export opportunities through AltaGas Idemitsu
LP and the expected in service date of the second expansion project for the Cold Lake natural gas transmission
system

o "Acquisition of Petrogds including in respect othe impact of the acquisition of an interest in Petrogas on
opportunities for LPG expts;

o "Development of the Power Busingsacluding in respect of the expectedmmissioning anih service date
of the Forrest KerProject and theexpected cash flows to be derived therefrmdthe timing of construction
and in service dasof theMcLymont CreekProjectand Volcano CreeRroject

1 "Business of the Corporatibminder the following sutheadings:

0 "GasBusinessi Extraction andTransmissioh, including in respect ofthe impact of commodity prices or
operating costs on NGextraction the utilization of the Harmattan Complessulting from the completion of
the CestreamFacility, options regarding the Porcupine Hills pipelimed the expected in service date of the
second expansion project for the Cold Lake natural gas transmissiemsy
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0 "GasBusiness Field Gathering and Processingihcluding in respect ofiow AltaGas may underpin capital
commitments expectationgegarding natural gas pricesd demand for gathering and processing facilities
the WCSB associated with the tiriy for liquids-rich gas and the associated gas frontaniyeteddrilling and
AltaGas competitiveness in the midstream marketplace;

o "PowerBusines$, including in respect of expectations for growth through renewable energy pijectias
fired generation opportunities, including cogeneragtexpectations regarding the sufficiency of coal reserves at
the Highvale Mine for the Sundance B plaintentions with respect to the wind development projects in the
U.S., the timing of comrancement of commercial operations at tHerthwest Projectsthe timing of
development andconstructionof the Log Creek and Kookipi Creek rewmf-river hydroelectric projects
expectations regarding the cost characteristics of the Sundance Bhsaattiity to generate further growth for
the power infrastructure business with its renewable energy portfolisugpydemand balanckr powerin
Alberta, the timing of development and intentions with respect to the development of Alta@aselectric
ard wind power development projects in Canada and the United ;States

o "Utilities Busines’, including expectations regarding Aldlannual growth in service site8Ul's PBRformula
and the capital trackeexpectations regardin§UC approval ofAUI's PBR Phase Il applicatioandthe effect
of the AUC Generic Cost of Capital proceediitg respect of the potential for Heritage Gas to apply to the
NSUARB for increases to thBDA limit, AltaGas belief in Heritage Gasability to continue to expand its
customer base in Nova Scotia, expectations regarding increases in Heritagar®as natural gas deliveries
and its ability to access natural gas supplies sufficient to serve all its customers as jtegpmesations
regardingthe negotiated settlemeptocess foPNGs 2013revenue requirements and the effect of the Generic
Cost of Capital Proceeding on PN@xpectations regarding an expansion of PiN@/estern System
transmission lineexpectations regarding utilization of PRNGcompressor stations atderhoof and Telkwa,
expectations regarding LNG Partnelté C current statuand resultant expectations regarding full utilization of
the Western Systenthe Inuvik Gas pursuit of alternative energy sources given the decline of natural gas
reservesof the Ikhil Joint Venture expectations regarding the revenue generated by SEMCOMBREB
surchargendexpectations regarding SEMCO Geerovery of deferred amounts under the Valve Replacement
Program expectations regarding SEMCO Gapplication for updated rateshe ability of Cook Inlet
production to meet ENSTAR supply neettse possibity that prospectiveAlaska LNG exportsould meet
ENSTAR supply needssxpectations regarding the working capacity of the CINGSA Storage Faaility
expectations regarding CINGSA filings with the RCA regarding rates

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 ford@o#ling statements. Such statements reffdtaGas

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, competgovernmental or regulatory
developments, and general economic conditions and the other factors discussed under th&Riskdiagtors in this

Annual Information Form.

Many factors could causiltaGas or any particulabusinessegmens actual rsults, performance or achievements to

vary from those described in this Annual Information Form, including without limitation those listed abdwhe
assumptions upon which they are based proving incofféese factors should not be construed as estiveu Should

one or more of these risks or uncertainties materialize, or should assumptions underlying-lfurkiagd statements

prove incorrect, actual results may vary materially from those described in this Annual Information Form as intended,
planned anticipated, believed, sought, proposed, estimated or expected, and such-fookiagistatements included in

this Annual Information Form, should not be unduly relied upon. Such statements speak only as of the date of this
Annual Information FormAltaGasdoes not intend, and does not assume any obligation, to update these-fookamgl
statementexcept as required by lawhe forwardlooking statements contained in this Annual Information Form are
expressly qualified bthesecautionary statemesit

Financial outlook information contained in thfnnual Information Formabout 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 cuilaibhelyReaders

are cautioned that such financial outlook information contained irAtimisial Information Fornshould not be used for
purposes othehanfor which it is disclosed herein.




GLOSSARY

In this Annual Information Form, unless the context otherwise requires, the following terms have the indicated
meanings. A reference to an agreement means the agreement as amended, supplemented or restated from time to time.

"AESO" means Alberta Electric Syste@pemtor;

"AltaGas" or the"Corporation” means AltaGas Ltdincluding, where the context requires, the operating affiliates of
AltaGas;

"AltaGas Idemitsu LP" means AltaGa&demitsu Joint Venture Limited Partnership

"AltaGas Service$ or "ASI" means AltaGas Senas Inc., a predecessor by amalgamation to AltaGas Ltd.;
"ASTC Partnership" or "ASTC" means ASTC Power Partnership;

"AUI" means AaGas Utilities Inc.

"AUC" meanghe Alberta Utilities Commissign

"AUH(US)" meansAltaGas Utility Holdings (U.S.)inc., a corporation formed under the laws of Delaware and an
indirect wholly-owned subsidiary of AltaGas;

"Bbls" means stock tank barrels ethane andNGLs, expressed in standard 42Slgallon barrels or 34.97@nperial
gallon barrels;

"Bbls/d" means Bbls per ga

"Bcef" mears 1,000,000 Mcf of natural gas;

"Bcf/d" meansBcf per day;

"BCUC" meansBritish Columbia Utilities Commissign

"Blythe Energy Center' meanghegasfired 507 MW Blythe Energy Centéwcated near Blythe, California;
"BMWLP" meansBearMountain Wind Limited Partnership

"Board of Directors" means the board of directorsAitaGas as from time to time constituted;

"CAISO" meanghe California Independent System Operator;

"CBCA" means theCanada Business Corporations AR.S.C. 1985, c. C 44, as amended from time to time, including
the regulations from tim& time promulgated thereunder;

"CINGSA" means Cook Inlet Natural Gas Storage Alaska, LLC;

"CINGSA Storage Facility" means the ifield storage facility in the Cook Inlet area of Alaska owned and operated by
CINGSA;

"Corporate Arrangement’ means the arrangement, under the provisions of section 192 of the CBCA, involving, among
others, AltaGas, the TrusdltaGasHolding Trust, the General Partner, Alta@dslding Limited Partnership No. 4nd
AltaGas Holding Limited Partnership No.,2pursuant to which the business the Trustwas reorganized into a
corporatioreffectiveJuly 1, 20L0;

"Co-stream Facility" means theconnecton of the Harmattan Complex to the NGTL system and the related NGL
extraction equipment to process uR&D Mmcf/dof natural gast the Harmattan Complex to recover ethaneN@Gdls;

"CNG" means compressed natural gas;
"Common Share$§ means common shares of AltaGas;
"CPI" means the Canadian Consumer Price Index;

"DBRS' meansDBRS Limited




"Degree Day meansthe amount thathe daily mean temperature deviates below 15 degrees Celsius atbaldiv
18degrees Celsius at Heritage Gasl below 65 degrees Fahrenhait SEMCO Gasind ENSTAR such that a one
degree difference equates to one Degree Day

"DEI" meansDecker Energy International Inc.

"DSW'" meanghe Desert Southwest Region of the Western Area Power Administration
"EDS' means Ethylene Delivery System;

"EEEP" means the Edmontagthaneextractionplantand related facilities

"ENSTAR" means the Alaska natural gas distribution business conducted by SEMCO Energy under the name ENSTAR
Natural Gas Company;

"EPA" meanselectricitypurchase greement

"Forrest Kerr Project” meanshe 195 MW rurof-river hydroelectric project, one of thiereerun-of-river hydroelectric
projects innorthwest British Columbiathat are theNorthwest Projects and include thBorrest KerrProject the
McLymont CreekProjectand Volcano CreeRroject

"General Partner' means AltaGas General Partner Inc., a direct whmliyed subsidiary of Al@as and, prior to the
Corporate Arrangement, the general partner of Alta@ading Limited Partnership No. drd AltaGasHolding Limited
Partnership No2;

"GJ" means gigajoule or 1,000,000,000 joules;
"GJ/d" means GJ per day;

"Gordondale Facility” means the Gordondale Gas Processing Facility in the Gordondale aheaMdbntney reserve
areaapproximately 100 km northwest of Grande Prairie, Alberta

"GWh" meansgigawatthour or 1,000,00000watt-hours; the wathour is equal to one watt of power flowing steadily
for one hour

"Harmattan Complex" meansthe combinedHarmattangas processinfacility and the Harmattaextractionplantand
associatedacilities

"Heritage Gas' meansHeritage Gas Limited

"lkhil Joint Venture " means the joint venture between AltaGas, Inuvialuit Petroleum Corporation and ATCO
Midstream NVT Ltd., which owns and operates two gas wells, a processing facility and a pipeline that delivers natural
gas tolnuvik Gas andhe Northwest Territories Power Corporation

"Inuvik Gas" means Inuvik Gas Ltd.

"JEEP" means the Joffrethaneextraction planand related facilities;

"JFP" means Joffre Feedstock Pipeline;

"km" means kilometre;

"LNG" meandiquefied natural gas

"LPG" means liquefied petroleum gas;

"m* means a cubic metre of natural gas at standard conditions of measurement;

"Mcf" meansathousanctubic feet of natural gas at standard ingdeconditions of measurement;
"Mcf/d" means Mcf per day;

"McLymont Creek Project” meansthe 66 MW rurof-river hydroelectric project, one of théaree run-of-river
hydroelectricprojects innorthwestBritish Columbiathat are théNorthwestProjects and include tHeorrest KerProject
theMcLymont CreekProjectand Volcano CreeRroject
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"M GP" meansmanufactured gas plant

"Mmcf" meansamillion cubic feetof natural gas at standard conditions of measurement
"Mmcf/d" means Mmcf per day;

"MPSC" means the Michigan Public Service Commission;

"MW" means megawattne MW is 1,000,000 watts; the watt is thesic electrical unit of power;

"MWh" means megawattour or 1,000,000 wathours; the wathour is equal to one watt of power flowing steadily for
one hour;

"NEB" meanghe National Energy Board
"NGL" or "NGLs" means natural gas liquids, which includes primarily propane, butaneoadénsate
"Northeast Systenf meanshe PNG(NE) distribution utility in the northeast part of Bft Columbia;

"Northwest Projects' meansthe three rurof-river hydroelectricprojects innorthwest Bitish Columbig the Forrest
Kerr Project McLymont CreekProjectand VolcandCreekProject

"Nova Chemical§ means NOVA Chemicals Corporation
"NGTL" meandNOVA Gas Transmission Ltd.

"NTL" or "Northwest Transmission Liné' meansthe 344km, 287 kilovolt transmission line being constructed by BC
Hydro from the Skeena substation ndarrace, British Columbia to a new substation near Bob Quinn Lake, British
Columbig

"NSUARB" meanghe Nova Scotia Utility and Review Board
"NWTPUB" meanghe Northwest Territories Public Utility Bogrd
"PJ" meandPetajoule which is one million GJ

"Pembina’ meansPembina Infrastructure and Logistics;LP
"Petrogas’ meansPetrogas Energy Corp.

"Plan" means the DiidendReinvestment and Option8harePurchase Plan of theorporation
"Pool' means the Alberta Power Pool;

"PBR" meangerformance basaggulation

"PNG" meangPacific Northern Gas Ltd.

"PNG(NE)" meansPacific Northern Gas (N.E.) Ltd.

"PPA" means power purchase arrangement;

"Preferred Share$ meanghe preferred shares of AltaGas as a class, including, without limitation, the SSherds
Series BSharesSeries C ShareSeries D ShareSeries E Sharemnd Series F Shares

"RAPP" means the rolling 3@ay average Pool price of electricity in Alberta;

"RECs' meansRenewable Energy Credits

"RRO" means thd&Rkate Regulated Option

"Rep Agreement$ mean the Representation, Management and Processing Agreements at the Harmattan Complex;
"RCA" means the Regulatory Commission of Alaska;

"RDA" means Revenue Deficiency Account;




"S&P" means Standard & PdsFinancialServiced LC;

"SCE" means 8uthern California Edisgn

"Series A Share$means theumulative redeemableyearfixed rate reset preferred shares, Series A of AltaGas;
"Series B Sharesmeans the cumulative redeemable floating rate preferred shares, Series B of AltaGas;
"Series C Share$ means theumulative redeemableyearfixed rate reset preferred shares, Series C of AltaGas;
"Series D Sharesmeans the cumulative redeemable floating rate preferred shares, Series D of AltaGas;
"Series E Sharesmeans theumulative redeentde Syear fixed rate reset preferred shares, Series E of AltaGas;
"Series F Sharesmeans the cumulative redeemable floating rate preferred shares, Series F of AltaGas;
"SEMCO" meansSemcoHolding Corporation;

"SEMCO Energy' means SEMCO Energy, Inc.;

"SEMCO Gas' means the Michigan natural gas distribution business conducted by SEMCO Energy under the name
SEMCO Energy Gas Company

"SEMCO Share$ means all of the issued and outstandihgres oEommon stock of SEMCO;

"share options' meansoptions to acgue Common Baresgranted pursuant to AltaGashareoption plan
"shareholders’ mears the holderof Common $Hares

"TransAlta" means TransAltaltilities Corporation;

"TransCanadd' means TrarSanadénergy Ltd;

"Trust" means AltaGas Income Trust trustestablished under the laws of Alberta and dissolved pursuant to the
Corporate Arrangement;

"TSX" means the Toronto Stock Exchange;
"United States or "U.S!" meanghe United States of America;
"US GAAP" meandJnited States generally accepted accountimgiples;

"Volcano Creek Project meansthe 16 MW rurof-river hydroelectric project, one of ththree run-of-river
hydroelectrigprojects innorthwestBritish Columbiathat are théNorthwestProjects and include tHeorrest KerProject
theMcLymont CreekProjectand Volcano CreeRroject

"WCSB" meansWestern CanamSedimentary Basjn

"Western System meansPNGs regulatedhatural gas transmission and distribution utilitthe westcentral portion of
northern British Columbizand

"Younger Extraction Plant" meanghe Youngeextractionplantand related facilities




METRIC CONVERSION

The following table sets forth certain standard conversions between Standard Imperial Units and the International
System of Units (or metric units).

To Convert From To Multiply by To Convert From To Multiply By
Mcf cubic metres 28.174 metres feet 3.281
cubic metres cubic feet 35.494 miles km 1.609

Bbls cubic metres 0.159 km miles 0.621
cubic metres Bbls 6.290 acres hectares 0.405
tonnes longtons 0.984 hectares acres 2.471

feet metres 0.305 gigajoule Mcf 0.9482




CORPORATE STRUCTURE
INCORPORATION

AltaGas head principal and registereaffice is located at 1700, 3554th AvenueS.W, Calgary, Alberta, T2P 0J1
AltaGas is a public company trading on T@&X under the symbdIALA".

At December 312013 AltaGashad 122,305,293 utstandingCommon $ares 8,000,0000utstandingSeries AShares
8,000,00utstanding Series C Sharasd8,000,000utstanding Series E Shares

On April 4, 2013, AltaGas closed a public offering of 11,615,8@@monShares at a price of $34.90 peéommon
Share for aggregate gross proceeds of approximately $405 million.

On October 1, 2013, AltaGas issu2801,905Common $ares as part of the consideration for the acquisition of a 25
percent interest in Petrogas.

See"General Development of AltaGa&usiness Historical Developmerit Acquisition ofPetroga$ and"AltaGas Ltd.
i Description of Capital Structure Common Sharés

AltaGas fiscal yearend is December 31 and references in this Annual Information Form to particular years mean
AltaGas fiscal years unless otherwise indicat&ffective January 1, 2012, AltaGas adopted US GAAR.prior
comparative infomation has been restated to comply with US GAAP.




SUBSIDIARIES

Thefollowing organization chart presents the name and the jurisdiction of incorporation of Alad@esalsubsidiaries

as at December 32013 The chart does not include all of the submigs of AltaGas. The assets and revenue of
excluded subsidiaries in the aggregate did not exceque@@ntof the total consolidated assets or total consolidated
revenues of AltaGas as at and for the year ended Decemi013L,

Public
‘ (100%)
1009 AltaGas Utility
AltaGas Ltd. Holdings (Pacific) Inc.

Common Shares
(100%)

AltaGas Pipeline
Partnership

99.99% 100%

Pacific Northern
Gas Ltd.

50%

AltaGas Processing
Partnership

AltaGas Holdings Inc. AltaGas Holding Partnership

ASTC Power

Partnership

limited partner

100% (99.99%)

100%

general partner
(0.01%)

Taylor
Processing Inc.

AltaGas Extraction and
Transmission Limited
Partnership

Bear Mountain Wind Power
Corporation

general partner

general partner

(0.01%) (0.1%) limited

partner
(99.9%)

Harmattan Gas
Processing Limited
Partnership

AltaGas Utility Group
Inc.

‘ 100%

Bear Mountain Wind
Limited Partnership

limited partner
(99.99%)

{4———100%-

100%

AltaGas Utility
Holdings Inc.

AltaGas
Renewable Energy
Inc.

AltaGas Services

1009 (U.S) Inc.

100% 100%

limited partner ‘
100%

(91.7740% Class A :
67.1671% Class B

100%
100% AltaGas Utility

76.5033% Class C)

AltaGas Utilities

Holdings (Nova

Coast Mountain Inc. .
m Scotia) Inc.
AltaGas Utility Hydro Corp. general partner )
AltaGas Power Holdings (U.S.) Inc. limited partner
Holdings (U.S.) Inc. (32.8329% Class B
o ) general partner 23.4967% Class C) 100%
1009% limited partner !

(8.2260% Class A)
100%

Heritage Gas
Limited

Coast Mountain
Hydro Limited
Partnership

A SEMCO Holding
Corporation

Blythe Energy Inc.

100%

SEMCO Energy, Inc.

Note:

(1) Each corporation listed above (other than Taylor Processing Inc., AltaGas Renewable Energy Inc., AltaGas Services (U.S.) Inc., AltaGas Utility Holdings (U.S)) Inc.,
AltaGas Power Holdings (U.S.) Inc., Blythe Energy Inc., Coast Mountain Hydro Corp, AltaGas Utility Holdings (Nova Scotia) Inc., Pacific Northern Gas Ltd., SEMCO
Holding Corporation and SEMCO Energy, Inc.) is a corporation incorporated or formed by amalgamation or continuance under the CBCA. Each of Taylor Processing Inc.
and AltaGas Utility Holdings (Nova Scotia) Inc. is a corporation incorporated under the Business Corporations Act (Alberta), each of AltaGas Renewable Energy Inc., Coast
Mountain Hydro Corp. and Pacific Northern Gas Ltd. is a corporation incorporated under the Business Cor porations Act (British Columbia), each of AltaGas Services (U.S.)
Inc., AltaGas Utility Holdings (U.S.) Inc., AltaGas Power Holdings (U.S.) Inc., Blythe Energy Inc., and SEMCO Holding Corporation is a corporation formed under the
laws of Delaware and SEMCO Energy, Inc. is a corporation formed under the laws of Michigan. Each partnership listed above (other than AltaGas Holding Partnership,
Bear Mountain Wind Limited Partnership and Coast Mountain Hydro Limited Partnership) was established under the laws of Alberta. AltaGas Holding Partnership was
established under the laws of Ontario and each of Bear Mountain Wind Limited Partnership and Coast Mountain Hydro Limited Partnership was established under the laws
of British Columbia
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OVERVIEW OF THE BUSINESS

AltaGas is a diversified energy business wvétfiocus oninvesting in and operating infrastructure to provide clean and
affordable energy to its customers in North America. It does so through three business segments

1 Gas, which includesatural gsprocessing and transportation,
1 Power which includespowergeneration assets apdwer purchase arrangemefus power supplyand
9 Utilities, which include fiveregulated utilitiesacross North America.

AltaGas hasan enterprise value afpproximately 9 billion. With the physical and economic links along the energy
value chainprimarily from well head to burner tigpgether with itexperienced and talented workforce @safficient,
reliable and profitable assets, market knowledge financial discipline, AltaGas has provided strong, stable and
predictable returns to its investors. AltaGas focuses on maximizéngrofitability of its assetgddingservices that are
complementary to its existing businesses, and growing throegictuisition and development of energy infrastructure.

Gas

The Gas business serves producers in the WCSBt@ambactsmore than 2 Bcf/d ofjasand includesnatural gas
gathering and processing, NGL extraction and fractionation, transmission, storage and natural gas nmdréeBag.
business also includes the Corporation's 50 percent investment in the AltaGas Idemitsu LP along with the Cerporation
investnent in PetrogasSee"General Development of AltaGa@usines$ Historical Developmernit Development of the

Gas Businessand"General Development of AltaGaBusiness Historical Development Development of the Gas
Busines$ Acquisition of Petrogds

Gas gathering systems move natural gas from producing wells to processing facilities. The gas is then compressed for
transportationThe etraction and field fractionation facilities reprocess natural gas to extract and recover ethane and
NGLs. The tansnission pipelines deliver natural gas and NGLs to distribution systemasjsersor other downstream
pipelines. AltaGas buys and resells energy, provides gas transportation, storage and gas marketing for producers and
sources gas supply to some of its peging assets.

The AltaGas Idemitsu LP is pursuirgnergy exporbpportunitiesincludinglong term supply and sales arrangements to

meet the growing demand for natural gasd LPGin Asia. On October 1, 2013, AltaGas purchased a 25 percent
ownership inteest in Petrogas, a leadimgtegratedNorth American midstream compamyith an extensive logistics

network consisting of over 1,500 rail cars and 24 rail and truck terminals, which provides key infrastructure as well as
supply logistics and marketing exfgise required to pursue LPG export opportunitiés. October 24, 2013, AltaGas
announcedhatitwouldi ncr ease its effective obytransfarringtgp25 percentHreetesto g a s
to the AltaGas Idemitsu LBoncurrently with theAltaGas Idemitsu LRicquiringan addi t i onal 411 per
Petrogas.The acquisition by the AltaGas Idemitsu LP was completedarch 1 2014 on receipt of all applicable
regulatory approvaland as a result Petrogas is owned-thiel by each bAltaGas, IdemitsuKosan Coltd. and its

original shareholderddemitsu Kosan Co.,Ltd., AltaGas' partnertie AltaGas Idemitsu LP, is a global leader in the

supply of energy, petroleum, lubricants and petrochemical products and services to Japamer,Ttduetthree
organizations bring key infrastructure assets and marketing expertise along with energy supply and access to markets in
Asia.

Power

The Power business includegs0% MW of generating capacity from gdised, coalfired, wind, biomass and
run-of-river assets. AltaGas owns 50 percent of the Sundance B PPA, giving it the rights to power output and ancillary
services frontoakired basdoad generation until December 31, 2020.

In 2013, AltaGas acquired Blythe Energy Inc., which otiesBlythe Energy Centea, 507 MW natural gaired power

plant and a 23&ilovolt 67-mile electric transmission line isouthern California. Blythe Energy Center is fully
contracted under a PPA with SCE until July 31, 2020, at which point the facilityigsiely positioned to potentially

serve both the CAlIS@nd theDSW market.The Blythe Energy Centeis located on an owned #&re site. The facility

is directly connected to Southern California Gz@mpanyand interconnects with SCE and the CAISO vié@7anile
transmission line. The transmission line is capable of transmitting 1,100 MW and has excess capacity to meet future load
growth.
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Further generation is in various stages of construction including the threé riuer Northwest Projects, which gsist

of the 195 MW Forrest Kerr Projectt6 MW McLymont Creek Project, anti6 MW Volcano Creek Project. The 277
MW Northwest Projects are contracted with\gar EPAs with BC Hydro which are fully indexed to CPI, as well as
Impact Benefit Agreements witthe Tahltan First Nation. The Forrest Kerr Project and Volcano Creek Project are
expected to be in service mid-2014 and late 2014, respectivelgontingent on the availability of the NTL. The
McLymont Creek Project is exgted to be in service mid-2015. AltaGas is also expanding itegeneration fleet at the
HarmattanComplex to 45 MW. AltaGadegan engineering amfocured the combustion turbine for the new 15 MW
cogeneration facility to meet the increased power dematikdiarmattanComplexandincrease sales to the Alberta
power marketThe new ogeneratiorfacility is expected to be in service in the first ha&l2015.

Utilities

The Utilities businesds comprised of natural gas distribution utilities which serve approximately 550,000 eustiom
Canada and the United Stat&&e Utilitiesbusinesssegmenin Canada is comprised of AUI, the Alberta utility, PNG,

the British Columbia utilityandHeritage Gas, the Nova Scotia utility, as well as atbire equity interest in Inuvik Gas

in the Northwest TerritoriesThe Utilities businesssegment in the United States is comprised of SEMCO Gas in
Michigan, and ENSTAR and a 65 percent interest in CINGIS#h of which arén Alaska.The utilities are generally
allowed the opportunity to eanegulated returns that provide for recovery of costs and a return on, and of capital from
the regulatofapproved capital investment base.

ALTAGAS ' VISION AND OBJECTIVE

AltaGas vision is to be a leading North American energy infrastructure company.dhefCor ati onés over al |
to generate superior economic returns by investing iarlsky longlife energy assetd he Corporation focuses on assets
underpinned by contracts with strong counterpardied regulated asset$oth of which provide sthle returnsand

long-life cash flows The Corporation also focuses growing its business through acquisitions and orggraevth to

further support dividend and capital growthltaGasbelieves thatin the longterm,the abundant supply of natural gas

in North America and the worldwidiemand for clean energy will provide opportunities for continued graartbss all

business segments

ALTAGAS ' STRATEGY

AltaGas invests in and operates energy infrastrudtupgovideclean and affordable energy its customers in North
America.AltaGas strategy is to capitalize on the supply and demand for natural gas and the increasing demand for clean
energy by owning and operating assets in gas, power and utilities. Integral to Attai@agy is maintaining fancial

strength and flexibility, an investment grade credit rating and ready access to capital markets.

AltaGas operates in a safe, reliable manner with ongoing dewelttpf organizational capability texecutets strategy.

Consistent with its mandabf overseeing and directing the Corporatictrategic direction, AltaGaBoard of Directors
reviews the Corporatids strategy on an annual basis. The Corporation continually assesses thecoaoric and
micro-economic trends impacting its businemsd seeks opportunities to generate value for shareholders, including
acquisitions, dispositions or other strategic transactions. Opportupitiesied byAltaGas must meet strategic,
operating and financial criteria.

Gas’i Business Strategy

AltaGas Gasbusiness serves customers primarily in the WCSBtem$actsmore thar2 Bef/d of natural gas including

natural gas gathering and processing, NGL extraction and fractionation, transmission, storage and natural gas marketing.
Gas gathering systems movetural gas from producing wells to processing facilities where impurities and certain
hydrocarbon components are removed. The gas is then compressed to meet downstream pipelines' operating
specifications for transportation. Extraction and field fractiomatazilities reprocess natural gas to extract and recover
ethane and NGLs. AltaGas owns 1.6 Bcf/d of extraction processing capacitydaBdf/d of raw field gas processing
capacity.

Transmission pipelines deliver natural gas and NGLs to distributistersg.endusersor other downstream pipelines.

AltaGas uses its market knowledge and expertise to create value by providing supply management services to
commercial endusers, buys and resells energy, provides gas transportation, storage and gas marketing for producers and
sources gas supply to some of the processing assets. The Gas business also includes several expansion and greenfield
projects under development and stvaction.
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The Gas business includes:

1 Interests in six NGL extraction plants with net licensed inlet capacity of 1.6 Bcf/d. The extraction assets provide
stable fixedfee or cosbf-service type revenues and margised revenues;

1 Four natural gas transission systems with combined transportation capacity of approximately 0.5 Bcf/d and
four NGL pipelines with combined capacity 589,300Bbls/d;

1 More than70 gathering and processing facilities3R operating areas in western Canada and a netwd}660
km of gathering and sales lines that gather gas upstream of processing facilities and deliver natural gas into
downstream pipeline systems that feed North American natural gas markets;

1 The Gordondale Facility with deaqut extraction capabilities and tkx-stream Facility provide opportunity for
the growth of liquid-rich gas processing and NGL extraction servicBise facilities earn revenue on a
take-or-pay or cosbf-service revenue model

1 50 percent ownership of the 5.3 Bcf Sarnia natural gas stéaadiy connected to the Dawn hub éastern

Canada;

A natural gas storage development project in Nova St

Naturalgasmarketingand gadransportation services to optimize the value of the infrastructure assets and meet

customer needs.

=a =

AltaGas pursues opportunitiés the Gas busineds deliver value to its customers and enhance-teng shareholder
value. TheCorporatiors objectives are to:

Increase throughput, utilization and efficiency of existing facilities;

Providecosteffective midstream services while delivering relmbhdsafeoperatons

Mitigate volume risk by directly recovering operating costs from customers;

Acqguire and develop new gas infrastructure assets to 1
Enhance operational efficienciesd returns through consolidation of facilities, plant upgrades and integration of
business lines across terergyvalue chain.
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The Gas business provides safe and reliable natural gadl@hdgathering, processing, extraction, transportation and
storageservices to its customers. The strategic focus is to increase profitability of the existing infrastructure, expand and
add new infrastructure and redeploy assets to capitalize on increased exploration and drilling activities in the WCSB.
AltaGas also focses on longerm, fixed-fee, takeor-pay and cosbf-service contracts with strong counterparties to
mitigate the impact of volume risk and increase stability of earnidjaGas is positioned tgrow gas processing
services to customers who are focusediguidsrich natural gas production.

Until recently, the WCSB was considered to be a maturing basin. Recent technological advancements have resulted in a
significant change in the cost of production of natural gas iNMB&B. As a result, AltaGasemains confident that the
long-term demand for natural gas, combined with improvements in exploration, drilling and completion technology, will
support the longerm viability of theWCSB. The emergence of unconventional gas plays in the WCSB such asayiont

and Horn River, as well as increased focus on horizontal -frattiuring technology have provided renewed life to the
WCSB. As natural gas supply increas@édtaGas expects growing demand for processing infrastructure in the WCSB.
Strong NGL prices hge resulted in increased producer focus on liquicts natural gas and oil thereby increasing the
demand for processing capacity that allows producers to earn higher netbacks osritguids and associated gas from
increasing oil production.

The supply and demand fundamentals for natural gasN&ids provide significant growth opportunities in the Gas
business. AltaGas expects to capitalize on these opportunities by increasing throughput at facilities, by increasing
interests in existing plast and acquiring and constructing new facilities in areas with growing demand for natural gas
processing, extraction, storage and transmission capacity.

The natural gas supply to AltaGas' extraction plants, with the exception of the Harmattan Compkouagdr
Extraction Plant, depends on natural gas demand pull from residential, commercial and industrial usages inside and
outside ofwestern Canada, and gas liquids demand pull from the Alberta petrochemical, propane heating and Canadian
oil and gas indstries. Natural gas supply to the Youngsatraction Plants dependent on the amount of raw natural gas
processed athe McMahon gas plant which is based othe robust natural gas producing region of northeast British
Columbia. Harmattds raw natural gasupply is basedn producer activity in westentral Alberta. Many other facilities

in the Harmattan area are currently underutilized, providing AltaGas with opportunities to consolidate and increase asset
utilization and profitability.The HarmattanComgex is the only deefeut and fractionation plant in the area. There is
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significant demand for gas processing capacity at the Harnfattanplexas a result of the high volume of liquidsh

gas being produced in the arddith the completion of th&Co-streamFacility in 2012,250 Mmcf/d of rich, sweet
natural gas sourced from theest leg of theNGTL systemcan beprocessed using spare capacity at the Harmattan
Complex to recover ethane and NGiredincrease utilization at the plant. TB8-yearcostof-service arrangement with
Nova Chemicals for th€o-streamFacility adds long-life, stable cash flow that further strengthens Altd®asiness risk
profile. See"Business of the Corporatioh Gas Busines$ Extraction and Transmission Extractioni Harmatan
CompleX.

AltaGas also expects to see increased opportunities to acquire or build gathering and processing infrastructure from or on
behalf of producers wishing to redeploy capital to exploration and production activities rather than dedicating to
non-core activities such as gas processing. Cogorationalso expects there to be opportunities to increase volumes by
tying-in new wells and building or purchasing adjoining facilities and systems to create larger processing infrastructure
to capture opmating synergies and enhanite competitive advantage. The strategic location of some of its existing
infrastructure is expected to allow tR®rporationto capitalize on growing natural gas production in northBaisish
Columbiaand northwest Alberten response to the developmentuoiconventional sources of gas suchvemtney and
Duvernayshalegas playsIn addition, AltaGas is able to relocate certain units quickly and cost effectively to respond to
the changing processing needs of its custonsdénse field gas compression and processing units arelymost
skid-mounted. The GordondaleFacility contributes to customérsiquids extraction needs in the Montney area as
producers seek to increase netbacks by capitalizing on ligaidgas in this prdfic area.The contractual underpinning

of Gordondaleprovides stable cash flowsThe Gordondale Facility is one of the largest sour gas plants built in Alberta in
the last 15 years and was constructed in record time to meet prodageieements in tharea. Given the deep cut
capability and strategic location of the facility, AltaGas expects utilization of the facility to increase over the coming
months.

Due to the integrated nature of AltaGas' gas gathering and processing assets, transmissisraenftes offered in
combination with gathering and processing, natural gas marketing and extraction services. AltaGas works with
customers to create transmission solutions in areas where pipeline capacity is required to meet prodandersand

demand. AltaGas pursues additional opportunities to enhance the value of its infrastructure through services ancillary to

its infrastructure based businesses. These include maintaining the cost effective flow of gas through extraction plants and
increasing setliges provided to producers. AltaGas has significant gagpaner market knowledge which it employs

across all its assets to enhance value along the energy value chain and more effectively serve customers' needs across
Canada.

Power - Business Strategy

The Power business includepproximatelyl,096 MW of generating capacity from gdised, coalfired, wind,
biomass and ruof-river assetsA further 1,422 MW of power generation is in various stages of construction and
development including 277 MW for tidéorthwestProjects.

The Power business includes:

507 MW of gasdfired generating capacity in California at the Blythe Energy Center;

353 MW of coalfired generating capacity in Alberta through the Sundance PPAs;

117 MW of wind generatiormnd a furthed,087MW of wind powerin various stages of development;

42 MW of gasfired peaking planti Alberta with a further 3 MW under constructijon

35MW of biomass generation;

30 MW of cogeneration capacity Alberta with a further 15 MW under development

12 MW of operating rurof-river generation, a furthe277 MW under construction andl0 MW under development;
and

1 Commercial andindustrial power sales in Alberta.
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AltaGas continues to expand its footprint into the U.S. and at the end of 2013 %V of generating capacity in

the U.S.In 2013 AltaGas acquired the 507 MW Blythe Energy Center. Thdirgalsgeneration capacity #te Blythe

Energy Centelis currently operating under a lotgrm PPA with SCE and serves the CAISO marknie to the
structure of the longerm PPA, the majority of the faciliy/revenues are derived from being available to produce and
not actual production, therefore providing stable cash flows. The current capacity is contracted until July 31, 2020, at
which point the faility is uniquely positioned to potentially serve both the CAI&@ the DSW marketd he Blythe

Energy Centers located on an owned #tre site which provides a significant geographic footprint for potential future
expansion. The facility is directlyoonected to Southern California G@&empanyand interconnects with SCE and the
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CAISO via a 67-mile transmission line. The transmission line is capable of transmitting 1,100 MW and has excess
capacity to meet future load growlfhe Blythe Energy Center asltio the wind and biomass assets acquired in the U.S
in 2012.

The Busch Ranch Wind Project, which came into service in October 2012, is a 29 MW wind farm in Colorado with a 25
year PPA with the local utility, Black Hills/Colorado Electrical Utility Coamy, LP.AltaGas has a 50 percent interest
in the Busch Ranch Wind Project.

AltaGas biomass assets are held through DEI, a wholly owned subsidiary, whose primary assets are a 30 percent
working interest in the 37 MW wood biomass power facility in GrayliMichigan and a 50 percent working interest in

the 48 MW wood biomass power facility in Craven County, North Carolina. Both biomass facilities haseriong

PPAs.

At the end 0f2013 the Power businessas comprisedof 425 MW of power generation capacity in Albertalt#Gas'

50 percent ownership of the Sundance B PPAs represents the majaitgygeheration in Alberta. The PPAs provide
AltaGas with the rights to power output and ancillary services from 353 MW office@lbase load generation until
December 31, 2020. PPAs were established in 1999 under Alberta's program of power industry deregulation in order to
separate ownership of the physical power generation assets from marketing of output.

In addition, AltaGas hag2 MW of gasfired peakingpowercapacity in southern Alberta. In late 2010 Gerporation
commissioneda 15 MW gasfired cogeneration facility at the Harmattan Compléx. 2012 a second 15 MW
cogeneration unit athe HarmattanComplexand a 3 MW gasfired peaking plant athe GordondaleFacility were
constructed and brought ingervice.This 72 MW of gasfired capacityin Alberta provides fuel diversity to AltaGas'
Power business and partially backstops outages at Sundance. The cogenerati@s faoilidle steam to the gas
processing facility as well as bakad power to the Alberta electric grid. The peaking plants also provide revenue from
the sale of energy and ancillary services due to their quick-cangapability.

In 2014 capacity of theParkland gadired peaking facilityis expected tde expanded by 8W. A third 15 MW
cogeneration facility is under developmanthe Harmattan Compleand is expected to be-gervice in the first half of
2015.

The Corporationemploys a power hedgingrategy which is designed to balance market and operational risk related to
the Sundance PPAthereby reducing the exposureAtberta spotpower prices and providing earnings stability in the
Power business. AltaGas also sells power to commercial andtiiel endusers in Alberta, providing further earnings
stability. Counterparties are subject to credit reviews and credit thresholds in the normal course of business.

AltaGas recognizes that climate change concerns give rise to opportunities to aleat& eCorporationis committed

to capturing and retaining that value for its shareholders. AltaGas tracks and maintains its invesnasgiohcredits

and offsets and pursues opportunities to generate emissions credits or offsets through efticemtiranmentally
responsible operations of existing or new assets. Lower emissions costs are also achieved by sougarty third
emissions credits at costs that are lower than paying into the fund establishedSpedhimd Gas Emitters Regulation
in Alberta.

AltaGas ownsl14 MW of operating wind and ruof-river power generatioi British Columbia.The 102 MW Bear
Mountain Wind Park near Dawson Creek, British Columibian EcoLog8" certified facility andgeneratesRECs

which AltaGas has retainedhese creditare registered with the Western Renewable Energy Generation Information
System andhave been certified by the California Energy Commission, enabling AltaGas to sell them in the California
market. In addition, Bear MountaisWind Park has quéified for the federal government of Canada's ecoEnergy
renewable initiative which grants $10/MWh generated by the Bear Mountain Wind Park for 10 gedrbegaron
October 31, 2000BMWLP entered into a lorterm service agreement with the manufacturfethe wind turbines to
operate and maintain the turbiné®wer generated from the Bear Mountain Wind Park is not currently exposed to
power price volatility as the power generated is sold to BC Hydro at a fixed price for 25 years with 50 percent of the
price escalated by CPI. The British Columbia power marKk
green footprint and enter into EPAs with independent power producers. Whilgitisé Bolumbia power market is

linked to some of the Ndmvest electric regions, namely M@olumbia and the California Oregon Border, the price
received byBMWLP for power generated by the Bear Mountain Wind Park is driven by the contractual arrangement
with BC Hydro. There is significant opportunity to cagizalon the demand for RECs as North America moves forward
on its climate change policies and establishes renewable portfolio standards for étifiteacluded in the portfolio of
power generation assets in British Columbia is a wholly owirieMW of run-of-river power generation facility and a
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25 percent effective interest in a 7 MW rafiriver facility. All run-of-river power generation assets in British Columbia
arealsounderpinned by long term EPAs with BC Hydro

Growth in the Power businessligns with AltaGas strategy of increasing earnings and cash flow stability and
predictability. AltaGas' most significant undertaking to date is the constructitime cdiggregat®77 MW Northwest
Projects. TheNorthwestProjects, estimated to cospproxmately$1.0 billion, are underpinned by §@ar EPAs, fully
indexed to CPI and havenpact Benefit Agreementsith the TahltanFirst Nation. The construction of thet95 MW
Forrest Kerr Project imechanically completandcommissionings ongoing. The Foest Kerr Projec¢s in-service date

is expected to be mid014, contingenbn the availability of the NTLConstructioncontinues to progressgell for the 16

MW Volcano CreekProjectandthe 66 MW McLymont CreekProject Theseprojects are expected to be in service in
late 2014 andmid-2015 respectively

AltaGas pursues opportunitige the Power busines® enhance longerm shareholder valuel he Cor por ati o
objectives are to:

Grow and diversify the power generatiportfolio by geography and fuel source

Acquire and develop power infrastructure backstopped by-tiamg power sales arrangements or supported by

strong power supply and demand fundamentals

1 Execute power hedges to balance operational and market rigk arctease earnings stability from its Alberta
power assets;

1 Operate and dispatch the gasd peaking capacity to maximize revenue from both energy sales and ancillary
services and minimize operating coatsoss its entire fleet of power generatingegésand

1 Identify and execute opportunities to create value from the regulation of greenhouse gas emissions

f
f

AltaGas' strategy is to build, own and operate {bfeg low-risk power infrastructure assets to deliver strong, stable
returns for investors. Growth is focused on clean and renewable sources of energyapdhationseeks to capitalize
on increasing demand for clean power while reducing its carbon footprint.

The demand for renewable and clean generating capacity continues to be strong across North Antericauay
addresss climate change legislation and utilities are faced with renewable portfolio standdtftsugh coalfired
generation is still thdominant fuel source for power generation in North Ameitda decreasing in market share based
on economic fundamentals. Decreasiagural gas costs have made it such thatfiged generation can compete on a
marginal cost basis with coal in many {sapf the United States. The economic benefit of-fijad generationis
amplified when capital costs and dispatch flexibility are accounted for.

The Sundance B facility is among the lowest cost producers of powglbérta uniquely positioning AltaGaso
maintain profitable operations during difficult economic conditions. The evolution of the RRO has changed the
wholesale power market dynamics in Alberta. ASarfuary 30, 2013 companitest offer theRROwereallowed to buy
electricity up to 120 daym advanceas opposed to the 4ty lead timepreviouslyin effect. This change may reduce
sudden price spikefor consumersRRO providers submit their regulated rate proposals to the appropriate regulatory
body for approval. The AUCegulates investeowned utilities and approves RRO rates for the cities of Calgary and
Edmonton and rural Alberta. The RRO pricing mechanism has éa¥guidity in the longterm market. While the
changing market dynamics have presented opportunities for AltaGas toizaptalthe shotterm price volatility the

RRO pricing mechanismesults infeweropportunities to enter into loAgrm hedges.

AltaGas primary means of securing loigrm power sales is through itommercial andindustrial power retail
businessAltaGas actively markets electricity and gas directly to-esers, enabling th€orporationto secure fixed

price sales at competitive market prices while earning fees associated with the administration of the metered data and
billing. Thesecommercial ad industrialsales are typically for 3 to 5 year terms, offering AltaGas price certainty and a
source of liquidity that hadecreased in the wholesale market. Currently, AltaGas has approximh2sM\W of fixed-

price sales t@ommercial andndustrialcustomers fo2014 100 MW for 2015 30 MW for 2016and20 MW for 2017,

all with average prices in the low $6@er MWh, excluding retail fees.

Opportunities to develop and own additional power generation are likely tovétisehe growing North American

demand for cleaner energy sources such as natural gas, hydroelectric arBottirtie Canadiafe d e r a | gover nme
stated policy to have coéited generators retire at the end of their useful economic déimdghe Oncd hrough Cooling

Water Policy for power generating facility intake structures in Califamag prompt additional opportunities to develop

new clean power generation capacitjhe Bear MountainWind Park Busch Ranch, Grayling Generating Station,
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Craven Countywood biomass power facilityBlythe Energy Centeand the Northwest Projects under construction are
all examples of AltaGas' strategy in action.

AltaGas has approximatell, 127 MW of renewable power under development, includin@87 MW of wind power
devdopments and 40 MW of run-of-river hydroelectric developmentsAltaGas has277 MW of run-of-river
hydroelectric under constructioand 18 MW of gasfired power under constructionThe wind projects are
geographically dispersed in western North Americahwit2 MW in Canada and75MW in the northern and western
regions of thaJnited States, while thein-of-river projects are located in British Columbia.

In 2013there was considerable progress made in the natural gas industry in developing LNG projects in western Canada.
The potential addition of LNG export facilities is expected to require additional power generation to support the LNG
facilities and the increasl economic and industrial activity expected to occur in the region. The strategic location of
AltaGas' assets and operational expertise, along with a track record of collaborating with the First Nations in British
Columbia, provide AltaGas a significardropetitive advantage in its ability to capitalize on opportunities to increase its
power generation portfolio to support LNG activities as they materialize

Utilities - Business Strategy

AltaGas owns and operates utility assets that deliver natural gesttesersin Canada Alberta, British Columbia and
Nova Scotia and the United States (Michigan and AlaskalaGas also owns a oiibird interest in the utility which
delivers natural gs toendusersin Inuvik, Northwest Territories

The utilities are underpinned by regulated returns and regulatory regimes that generally provide stable earnings and cash
flows. The Utilities segment enhances the diversification of AltaGas' portfolienefgy infrastructure assets and
strengthens the Corporationds business profile, thus al
economic returns by investing in regulated, long life assets with stable earnings.

AUl in Alberta, PNG in British Columbia, Heritage Gas in Nova Scotia, SEMCO Gas in Michigan, and ENSTAR and
CINGSA in Alaska are allowed the opportunity to earn regulated returns. This return on rate base comprises regulator
allowed financing costs and ROE. In a cossefvice regime andBR regime, if actual costs are different from those
recoverable through approved rates, the utility bears the risk of this difference other than for certain costs thattare subje
to deferral treatment. Inuvik Gas operates a naturatligagbution franchise in a regulatory environment where delivery
service and natural gas pricing are market based.

While providing safe and reliable servjdgtaGaspursues opportunitieis the Utilities businesto enhance longerm
shareholder valuand deliver value to its customef$e Corporatiols objectivesare to:

1 Grow its existingutilities infrastructure through infill and expansion of services within current franahise
certificateareas;

1 Continuemulti-year system rejuvenation prograitn maintain public andvorker safetyand to ensure reliable and

efficient longterm operation oits gas delivery systems;

Develop compressed natural gas opportunities within its current utfiideshise areas;

Continue to work withn regulatoy proaesse to ensure fair returns are earned for sharet®lded

Develop or acquire assets in new market areas in Canadia tnedUnited States

=a =4 A
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GENERAL DEVELOPMENT OF ALTAGAS' BUSINESS
HISTORICAL DEVELOPMENT

ASI commenced operations on April 1, 1994 with a founding vision to build a major Canadian natural gas midstream
business combining a portfolio of natural gatated services with lonlife assets to grow net income. The concept of a

distinct, fullserviee midstream business was unique in Canada at the time. ASI commenced operations with two major
contracts to provide transportation, regulatory and gas management services. The revenue generated from these contracts
during 1994 and 1995, together with pteygplacement equity financings, provided the funds for ASI to establish its
midstream asset base and make the transition from a consulting services company to a midstream operating company.

Development of the Gas Business

The nature of AltaGagarticipaton in the midstream industry evolved from holding primarily service contracts ard non
operated investments to include futhperated natural gas facilities of which AltaGas owns 100 percent or in which it
has a controlling interest.

In 2011 AltaGas comfeted expansions at the Alder Flats and Blair Creek gas processing facilities, adding a combined
18 Mmcf/d of capacity. AltaGas also acquired a 40 percent interest in the 4fidWiariboro facility in 2011.

In 2012 construction on AltaGa420 Mmcf/d dep cut Gordondale Facility was completed and it was commissioned.
The plant is underpinned by a letgym contract with Encana and is equipped with liquids extraction facilities to capture
the NGLs value for the producer.

In 2012 AltaGas completed expansi® at the Blair Creek and Marlboro gas processaugities, adding a combined
44Mmcf/d of capacity. AltaGas also acquired a 50 percent interest in Quatro Resourtesnidstream assets,
including its 87 percent interesttine 75 Mmcf/d Gilby Gas pid.

In 2012, construction of the Giream Facility was completachich allows up t®50 Mmcf/d of rich, sweet natural gas
sourced from the west leg of the NGTL system to be processed using spare capacity at the Harmattan Complex to
recover ethane anNGLs. The Castream Facility provides an opportunity to increase utilizatiorthef Harmattan
Complex, providing producers with additional capacity to increase their netbacks on the west leg of the NGTL system.

On January 28, 2013, AltaGastered intoan agreement with Idemit€osan Co.,Ltd. of Japato form the AltaGas
IdemitsuLP. The AltaGas ldemitslLP is pursuingopportunities involving exports of LPG and LNG from Canada to
Asiaand other energy opportunitiesltaGas and Idemitsu each oa’0 percent interest in thiémited partnership

In 2013,AltaGas expanedits Cold Lake natural gas transmission system to deliver natural gas to provide steam to two
heavy oil projects near Cold Lake, Alberta. The first expansion project was completedtindoarter 2013 and the
second expansion project is expected to be in service in late 2014. The expansion projects are underpinaedy long
take-or-pay transportation agreements.

In December 2013, AltaGas sdtCNG Energy L.P., which conductéd enegy management business

In December 2013, AltaGas, enteretbian agreement for the acquisitiontbé remaining 50 percent ownership interest
in Alton Natural Gas Storagahich owns the proposed 10 Bcf Alton gas storage project near Truro, Nova Jbatia.
transactionclosedin February 2014AltaGas acquired its initial 50 percent interest in Alton Natural Gas Storage
pursuant to the acquisition of Landis Energy Corporation in 2010.

In February 2014, AltaGas sold tB& Mmcf/d Ante Creek gas procesgifacility.
Acquisition of Petrogas

On October 1, 2013, AltaGas purchase 25 percent ownership interest in Petrogas, a leaulitegrated North
American midstream compan@n October 24, 2013, AltaGas announced that it would increase its effeatharship
in Petrogago 33y percentby transferringits 25 percent interest to the AltaGas Idemitsu dddcurrently withthe
AltaGas Idemitsu LRcquiringan additional 4L percent interesh Petrogassuch that the AltaGas Idemitsu kuld
have a 6b percent interesin PetrogasThe acquisition by the AltaGas Idemitsu LP was completeiarch 1, 2014
on receipt of all applicable regulatory approvafgl as a result Petrogas is now owned-third by each of AltaGas,
Idemitsu Kosan Cgl.td. and its ojinal shareholder
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Petroga'sextensive logistics network consists of over 1,500 rail cars and 24 rail and truck terminals, which provides key
infrastructure as well as supply logistics and marketing expertise required to pursue LPG export opportunities.

Development of the Power Business

In 2010 AltaGas announced the signing of ayé@r EPA with BC Hydro andn Impact Benefit Agreemenwith the
TahltanFirst Nationfor the 195 MW Forrest KerrProject. Construction of the Forrest Kerr Project is progregsirell
and is ahead of schedule and on budget. The projextébanicallycomplete, with commissioning to follow based on
the availability of theNTL. This projectis expected t@mdd a significant stream of lerisk, longlife cash flow that
supports Alt&as objective of providing shareholders with stable and predictable cash flows

In 2011 AltaGassignedtwo 60-year fully CPI indexedEPAs with BC Hydro andwo ImpactBenefit Agreementsvith
the Tahltan First Natiofor the 66 MW McLymont CreekProjectandthe 16 MWVolcano CreekProject in the same
area as the Forrest KeProject. Construction for the/olcano CreekProjectandthe McLymontCreekProjectis well
under way The two projects are expected to be in servidatg?2014 andmid-2015 respedtely. The threeNorthwest
Projects have a combined generating capacity of approximately 277 MW.

Effective January 1, 2012, AltaGas purchdske 25MW of gasfired peaking generators that formed part of the lease
agreement betweeévlaxim Power CorpandAltaGas that was entered into in September 2004.

In 2012, AltaGasacquiredDEI for $34.7 million DEI is an independent power company whose primary assets are
comprised of a 30 percent working interest in the 37 MW wood biomass Grayling GeneratingiStsliiciigan and a

50 percent working interest in the 48 MW wood biomass Craven County power facility in North Carolina. Fuel supply
for the biomass facilities include wood chips, mill residuals and other wood waste products from several suppliers.
Power gaerated from these assets is fully contracted with long term.PPAs

In 2012, the Busch Ranch Wind Project was completed on budget and ahead of schedule. AltaGas acquired a 50 percent
interest in the 29 MW wind farm in Colorado for US$25 million. The pitdfecs a 25 year renewable energy purchase
agreement with Black Hills/Colorado Electric Utility Company, LP. The project was fully commissioned on October 15,
2012.

Effective July 10, 2012AltaGas acquiredhe remaining 3 percent interest and now whollynsthe operatindl0 MW
McNair rurnrof-river hydroelectric generating facility located on the Sunshine CoastriiéiBColumbig near Port
Mellon. AltaGas previously owned a 97 percent interest in the facility through the PNG acquiitgicNair facility
has been operating under a lelegm EPA with BC Hydro since 2004. In addition to acquiring the operating facility,
AltaGas acquired the exclusive option to obtain apg&dcentinterest in the 45MW Narrows Inlet run-of-river
development projects, currinbeing developed by Renewable Power Corp. and Altaqua Renewable Power Corp.

In 2012, AltaGas completed the second 15 MW cogeneration facility at the Harmattan Copmeds MW
cogeneration facility providesteam for gas processing while providing clean {@ad power to the Alberta power
market.

In 2012, AltaGas disposed of its 60 percent interesh i6 MW waste heat recovery unitear Sparwood, Bitish
Columbia

In 2012, AltaGas disposed 24 MW of wind development projects in Nevada.

In 2013, AltaGas acquired the Blythe Energy Center, a 507 M\imgasgeneration facility in southern California for
US$515 million. The generating capacity is currently operating under etdomgPPA with SCE and segs the CAISO
market.

In 2013, AltaGas disposed 207 MW of wind development projecta the western US.
Development of theUtilities Business

Acquisition of PNG

In December 2011AltaGas acquired 100 percent of the common shares of PNG for $224.0 million including
approximately $86 million of assumed debt.
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Acquisition of SEMCO

On August 30, 2012AltaGas and AWB(US) closed the acquisition of SEMC@UH(US) acquird all of the issied and
outstanding SEMCO Shares for aggregate consideration of UESHIQD,000, before adjustment, including
approximately US$71,000,000 in assumed debt. SEMCO Energy, a regulated public utility company headquartered in
Port Huron, Michigan witmatural gas distribution operations in Alaska and Michigaa whollyowned subsidiary of
SEMCQ

BUSINESS OFTHE CORPORATION

AltaGas net revenudor the 12month period ended December 31, 2013 $@6&0.2million compared t&$6644 million
for the 12month period ended December 2012

Net Revenueby Business for 20139 Net Revenueby Businessfor 2012 (@)

Notes:

(1) Net revenue is gross revenue less cost of sales.
(2) Excluding Corporateegment andhtersegment eliminations

OPERATING BUSINESSES

AltaGasis comprised ofthree operatingousinesssegments Gas, Power andUtilities The Gas segmeris activities

include extraction and transmission, field gathering and proceasihgnergy servicesl he Power segmentonsists of
conventional coafired generation, gafired peaking plantsand cegeneration,wind power and hydroelectricThe

Utilities segmentcomprisesnatural gas distributionln addition, the Corporate segmentconsists of opportunistic
investments, risk management contract results and revenues and expenses not directly identifiable with the operating
businesses

GAS BUSINESS

AltaGas Gasbusinesscontributed net revenue @68.9million for the year ended December 20013 representing
approximately38 percent ofA | t a tGtal sebrevenue befor€orporate segment amatersegment eliminations

GAS BUSINESST EXTRACTION AND TRANSMISSION

AltaGas extraction business includes 100 percent ownership of the Harmattan Complex and JEEP, both in central
Alberta, as well as interests in two extraction plant&rapress, AlbertaEEEPat Edmonton, Albertandthe Younger
Extraction Plant in BHtish Columba. AltaGas operate€EER JHEEP, the Harmattan Complex and the Younger
Extraction Plant. The extraction plants provide stable ffesdor cosbf-service type revenues and margissed
revenues. AltaGaset raw gas liceted inlet capacity at these plamtas 1,59 Mmcf/d at December 312013

The value of ethane and NGL extraction is a function of the difference between the value of the ethane, propane, butane
and condensateas separate marketable commodities and their value as constituents of thegaatismbam. If the
components are not extractadd sold at prices that reflect the value for each of the individual commaqditieg are

sold as part of natural gas and generate revenue for their heating value at the prevailing natural gas price.

In mog cases the NGL recovered at natural gas processing and extraction plants in western Canada are delivered into a
system of pipelines that collects and moves NGL to Fort Saskatchewan, Alberta or Sarnia, Ontasi@aréNGded
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directly as an energy sourcedaas feedstock for the petrochemical and crudeddihing industries. Ethane is the
feedstock for ethylene production.

Extraction - Plant Fee Structures

Extraction facility owners have the right to extract liquids from the natural gas stream, either directly as the owner of the
naturalgas, or through NGL extraction agreements. The typical commercial arrangement involves the ethane and NGL
extraction planbwner contracting withhe gas shippesn anaturalgas transmission stem for the right to extradtGLs

from the transporté&s natural gas. By removing ethane and NGhe extraction plant is, in effect, extracting or shrinking

a portion of the energgontent of the shipptsr natural gas. The extraction plant owner pays the transporter for the
extracted energy or alternatively purchases a sufficient volume of natural gas from the market to replace the extracted
energy, thereby keeping the transporteoleh This purchased gas is referred to as shrinkage or-umkgs.This
convention is not expected to change in the near future, as NGTL had applied to the NEB for amendments proposing that
the extraction rights be transferred to the receipt shipperh@mMGTL system however this application has been
withdrawn.

Extraction contract terms may be for firm or interruptible processing, and may vary from monthly tyeauolin

length. Currently the majority of AltaGasxtraction agreements aomeyear termarrangementsiltaGas shareof all

ethane production is sold through letegm costof-service or fedor-servicearrangements that bear no commodity

price risk. The sales price received under these contracts provides for a return on and of caitalrecuery of

certain operating costs, including shrinkage gas attributable to that production. Akh&asof ethane production is

sold at the outlet of the plants, with the product purchaser responsible for all downstream transportation and handling
AltaGas ethane salegrovide a stale, predictable cash flow base.

AltaGas NGL production is sold under a variety of arrangementsDécember 312013 approximately69 percent of
AltaGas NGL productionwas sold under longerm, feefor-service contracts These volumes do not bear any
commodity price risk. The revenue from this portion of NGL sales preddtable, predictable cash flow base.

On the portion of th&GL production that is not sold undemg-term fee-for-servicecontracts, perfanance is subject

to frac spreadvhich isthe price spread between NGLs extracted and the natural gas purchased to make up the heating
value of the NGLs extracteédt December 312013 approximately31 percent of AltaGdNGL production {4 percent

of totd extraction production) was sold under contracts subject to frac spfeammmodity prices or operating costs

make NGL extraction uneconomical, the NGLs may bmjected or the facilities may be turned down or shutf this

occurs, the operationfiexibility of the commercial contracts translates into a minimal effect on margins.

Extraction 7 Plant Production
Extraction production is a function of natural gas volume processed, natural gas composition, recovery efficiency of the

extraction plantad plant orline time. The following tablearea summary ofltaGas capacity andhetotal production
associated with extraction and fractionation plants in which AltaGas holds an interest

AltaGas' Inlet
Processing
Extraction or Interest Capacity Operated or Non
Fractionation Plant (%) (Mmcf/d) Operated
EEEP 48.67 190 Operated
Empress ATCO 7.20 79 Non-Operated
Empresembina 11.25 135 Non-Operated
JEEP 100.0 250 Operated
Younger 56.67 425 Operated
Harmattan Complex 100.@M 490 Operated
Total® 1,569

Note:
(1) Excludes Bantryractionator products and field NGLs.
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Total Liquids Production (Bbls/d)®®

2013 2012
NGLs 15,668 12,306
Ethane 33,885 26,025

Notes:

(1) ExcludesHarmattan NGLs processed on behalf of custoni&aatryfractionator products arfeeld NGLs.
(2) Average volumes for the fourth quarter

Extraction - Empress ATCO Extraction Plant

AltaGas ownership interest in the Empress ATCO extraction plaas 7.2 percentat December 312013 The
remaining 92.8 percent interest in the facility is held by nine other owners with varying interests. 'AdtaGaship
corresponds to a 79 Mmcf/d share of the pgah1 00 Mmcf/d of natural gas inlet capacity.

The Empress ATCO plant, located on thiberta-Saskatchewan border at Empress, Alberta is one of six extraction
plants in the areaThe Empress ATCO platitasfour processing trains which provide the flexibility to easily manage
production to reduce operating costs and operational risk, nzimignidownsiderisk associated with fluctuating
production volumes.

Despite declining export volumee the eastfrom Alberta and increasing competition for gas supply at Empress,
AltaGas has been able to utilize its Empress capacity by offering custosfiatde energy services and access to
markets.

Extraction - EmpressPembinaExtraction Plant

AltaGas acquired a 10 percent interest in the EmpPegsbinaextraction plantn April 1998 and increased its share to
11.25 percent in December 2006. The platich began operations in September 199&®cated 2 km southeast of the
Empress ATCO extraction plant

The plant is liceced to process 1,200 Mmcf/d of natural gas, of whi8b Mmcf/d is AltaGas share.AltaGas has
managed its gas supply risk at this plant by secu8thgercent of inlet capacign a lomg-term basis to ensure that its
share of B5Mmcf/d is fully utilized at all times.

AltaGas ethane production is sold undedangterm, costof-service type contract that provides for the recovery of
certain operating costs. Approximatély percent of AltaGdshare ofpropane plugproduction from this plant generates
fixed-fee revenue plus reimbursemenf associated operatingpstsunder a longerm processing arrangemeiithe
remainder is sold under a ogyear evergreen marketing arrangement at the monthly market prigefane plus

Extraction - Joffre Ethane Extraction Plant

AltaGas owns 100percent ofJEEPwhich hasprocessing capacitgpf 250 Mmcf/d of natural gasand B capable of
producing up td.0,400Bbls/d of ethane and NGLAltaGasoperates théacility which is located at Joffre, Alberta

The plant is adjacent tdova ChemicalsJoffre petrochemical complex and recovers ethane and NGLs from the fuel gas
used at the complex. All ethane production fréisiEPis sold under gong-term,costof-service type contract witNova
Chemicals. Under this ethane sales agreement, a smadtirpoftthe operating cost risk is borne by AltaGas, based on
the ratio of NGLs to total plant productioAltaGas sells itdfNGL production under a ongear evergreen marketing
agreement based on the monthly average market price for NGLs.

Extraction i Edmonton Ethane Extraction Plant

AltaGasholdsa 4867 percent interest iEEEP. The remaining interest in the plant is held by ATE@ergy Solutions
AltaGas operates the plaBEEP is directly connected to the Alberta Ethane Gathering System, BladrnsMidstream
Canad& Co-Ed NGL pipeline, providing safe and reliable outlets for the plant products.

The plant has a licerd gross inlet capacity of 390 Mmcf/d of natural gas and gross prodeapacityof specification
ethane o£3,000Bbls/d and NGLs o¥,500Bbls/d.
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The processed gas from the facilitypplies enelise markets in theitg of Edmonton, AlbertaAltaGas ethane
production is sold to Nova Chemicals under a loergn feefor-service contract. AltaGas sells its NGL production
under a ong/ea evergreen marketing agreement based on the monthly average market price for NGLs

Gas is supplied to EEEP under a gas supply agreement with NGTL which includes the right to extract liquids from all
gas processed at EEEP.

Extraction T Younger Extraction Plant

AltaGasownsa 5667 percent interest ithe YoungerExtraction PlantThe remaining interest is held BembinaThe
YoungerExtraction Plantlocated at Taylor, British Columbiprocesses natural gas transported on the Speotayy
transmissiorsystemand@nadi an Nat ur al Stlddatdransntssien systemmid recowkroNEAIRGas
also owns a 30 percent interest in a 250 Mmcf/d natural gas pipeline constructed in 2011 to bringdiygias from
the Montney area of British Coluriabto the Younger Extraction Plant.

The Younger Extraction Plant haslicerce capacity to process up 1®0 Mmcf/d of natural gas. AltaGashare of the
natural gas processing capacity is 425 Mmcf/d Bechbing share is 325 Mmcf/d. AltaGas owns 100 petcof the
facilities related to fractionation, storage, loading, treating or terminalling of NGLs. AltaGas operates the Younger
Extraction Plant.

All of AltaGas NGL production fromthe YoungerExtraction Plants sold toPembinaunder a longerm NGL purchase
agreementwhich consists of a return on capital, recovery of operating costs, shrinkageumak®sl a profishare
component.Pembinasources gas supply tihe Younger Extraction Plantas part of the NGL purchase agreement
AltaGas ethane produatin is sold to Dow Chemicals under a letegm feefor-service contract.

Extraction - Harmattan Complex

AltaGasownsa 100 percent interest ihg Harmattan Compldecated 10km north of Calgary, Albertadarmattan has
natural gas processing capacity4%0 Mmcf/d consisting of sour gas treating, NGL extraction &¢000Bbls/d of
NGL fractionation and terminallingdarmattaralsohasa 450Bbls/d capacity frac oil processing facility 200 tonnes/d
capacity industrial grade G@acility and a10,000Bbls/d capacity NGliruck offload facility.

The Harmattan Complex extracts NGLs from the ratural gasgleliveredfor processing, fractionates the recovered
NGLs into specification ethane, propane, butane and condeasdtprovides storage and termiivadl services for each
product. The terminalling options for each prodaet:

Ethanei The Harmattan Complex is connected to the Alberta Ethane Gathering Systemirigremnnecting
pipeline that is owned b&ltaGas All ethane produced at the Harmattaon@lex isdelivered to the Alberta Ethane
Gathering System.

Propanei Producers may have their propane loaded onto either railick. Thepropane truck andail loading
facilities, which are located at Didsbury, Alberta, are connected by pipelihe nmain complex.

Butane andCondensaté Producers may have thdiutane andondensate delivered to tRangelandipeline or
loaded onto trucks at the Harmattan Complex.

At the Harmattan Complexnatural gas processing services are provided to approxyntiftgdroducers under contracts
with a variety of commercial arrangements and teffeg:-for-service revenueare generatd from the raw natural gas
processingNGL extraction, fractionation and terminalling, and custom NGL processingoFservice meanthat fees
are charged to the customer for the service provided on a per unit volume basis.

Approximately30 percentof the natural gas volume processed at the Harmattan Complex is done under tlod tieems
Rep Agreementwhich have lifeof-reserves dedaions The balance of the ramatural gaprocessed at the Harmattan
Complex is processed under contraaith terms varying from one month tife-of-reserves The majority of the
contracts provide for fee escalation basecénh

Under the terms of marof the rawnatural gagprocessing agreements, a component of the compensation rebgived
AltaGasfor providing services tahe producers is derived bddtaGashaving the right to purchase a portion of the
producersethane, propane, butane and condengat a price equal to the value of the equivalent natural Tas.
commercial arrangement is known as prodoetind.
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The profitability of producin-kind arrangements is a function of the difference between the valspesffication
ethane, propane, butane and conderesadethe value of NGLs if they remain in the natural gas. The ethane acquired by
AltaGasunder theproductin-kind arrangements is sold under a ldagn contract for a price that includes full recovery

of the cost of acquiring the ethane from the producers plus a prenfihenpropane, butane and condensate volumes
acquired by AltaGas are sold into the Alberta market at prevailing prices.

The Costream Facility commenced commercial operations in NovemB@L2 The Co-stream Facility allows the
extraction of NGLs from gas in theest leg of theNGTL system using unused capacity in the NGL recovery units at
Harmattan. AltaGas hasca-streamprocessing agreemewith Nova Chemicals related tethane and NGlextraction at
Harmattan for an initial term of 20 years. AltaGadl weliver all NGLs or costream gas product:n a full costof-
service basis to dlvaChemicals

Extraction i Competition

AltaGas extraction assets are well positioned to operate in apetitive environment and take advantage of their
strategic locations and contract terms in order to compete in the NGL industry.

Competition exists for AltaGag&mpress ATCO and EmpreBembinaextraction facilities as there asix extraction
plants inthe Empressrea resuling in significant competition for natural gas supply. Altalaspress plants mitigate
this risk by utilizinglong-term natural gas supply contra@sed by accesimg gas supply througlts energy services
business

AltaGas JEEP ad EEEP facilities arestrategially locaked and take advantage of the gas consumption by the
petrochemical industry and the City of Edmonton, respectively

The Younger Extraction Plantprocesses natural gas produced in the Fort St. John basin locatedhgasioBritish
Columbia. This facility is strategically located as the only straddle extraction plant in this aredtish EEolumbia
While the Younger Extraction Plant is the only straddle extraction plant in the lagealliance pipeline compesfor
local natural gas supply.

The Harmattan Complex is weabsitioned as the higholume, lowcost processing facility in its service ardde
Harmattan Complex is a significant service provider with a large capture area in west central Alberta. Many other
facilities in the Harmattan area are currently underutilized, providing AltaGas with opportunities to consolidate and
increase asset uthtion and profitability.The CastreamFacility has resulted in increasedlization at the plantwith

the added benefit that the new equipment installethits€o-streamFacility increass reliability andefficiency for both

gas processing and &treamFacility customers.
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Transmissioni Business Description

AltaGas owss four natural gas transmission systems with transportation capacity of approxisa@dimcf/d andfour
NGL pipelines with combined capacit$89,300Bbls/d.

The following tableprovides a summary of the gross capacity of Alta@assmission pipelines at December 3013
The majority of the transmission pipeline transportation contracts areféigetr transporor-pay.

Operated/
Transmission Ownership Operating Length Non-
Pipeline Product Area (percent) Capacity (km) operated?
Cold Lake natural gas  East entral 99.2 80 Mmcf/d 253 Operated
Alberta
Kahntal? natural gas  NortheasBritish 100.0 35 Mmcf/d 55 Operated
Columbia
Suffield natural gas  Southeasilberta 100.0 400 Mmcf/d 243 Operated
Summerdale natural gas  Central Alberta 100.0 24 Mmcf/d 18 Operated
Porcupine NGL Southwesilberta 100.0 11,600 Bbls/d 164 Operated
Hills®
EDS NGL Central Alberta 100.0 90,000Bbls/d  187.5 Operated
JFP NGL Central Alberta 100.0 50.000 Bbls/d 180 Operated
BDS NGL CentralAlberta 100.0 37,700 Bbls/d 32 Nor-
operated
Notes:

(1) AltaGas operates the Cold Lake pipeline and has subcontracted out the operator function at its other pipelines.

(2) The Kahntalpipeline was taken out of service in 2011 due to low gas flows in thebaregemains available for use when
demand for services is requested

(3) The Porcupine Hills pipeline was skintin October 2013 due to the downstream discontinuance of a segfrtéwet Plains
MidstreamCanadaipeline system; options are currently being evaluated

Transmissioni Suffield

The Suffieldnatural gas transmissi@ystemconsists of two natural gas pipelingkich transport natural gas produced

in and around the Suffield military blodk southeastAlberta to the TransCanada Pipelines mainline at Burstall,
Saskatchewan. The Suffiedystem is regulated by ttNEB and rates on the system are based on a rabaket tolling
methodology. The two pipelines have 400 Mmcf/d of combined transmission capacity. The south Suffield pipeline is a
147-km pipeline of six to 18nch diameter pipe and the north Suffield pipeline is 96 km ahi&b diameter pipe.

The majorityof the Suffieldsystems capacity is currently contracted Benovus Energy Ing"Cenovus) through
transportor-pay and volume commitments that will expire in 2022 and be renewable fgreangeriods thereafter.
Volume commitmentslecline annually frm 170,080GJ/d in2013 On the Suffield syster@enovugpays AltaGas based

on a daily contract quantity. To the extent that annual volumes shipped are less than the annualized daily contract
quantity, AltaGas does not refund the shipper for payments made undkiltheontract quantityput posts the shortfal

quantity to a shortfall account as a credit until such time as the shipper reduces the shortfall by delivering excess
quantities or until the shortfall amounts expire.

Transmissioni EDS, JFP and BDS

The EDS is used to transport ethylene, the main ptquaciuced by th&lova Chemicals Joffre petrochemical complex,

to industrial customers and storage facilities in the Edmonton and Fort Saskatchewaf Atbarta The EDS isan
187.5km, 12inch diameter pipeline with capacity of 90,000 Bbld/de JFPtransports NGLs from Fort Saskatchewan

to theNova Chemicals Joffre petrochemical compl&he JFP isan 180-km, 10inch diameter pipeline ith capacity of
50,000 Bbls/d.The BDS is used to transport butane from Edmonton to Fort Saskatchewan. The pépebtnéact
operated byand the customer ,i&Keyera Energy Partnership. The BDS is a 32 km pipeline, with capacity of 37,700
Bbls/d.

The EDS transportation agreement has an initial term of 12 t@aéd 6with provisions for extensions thereafter. The
payments made tdltaGasby Nova Chemicals for transportation services are the sum of a fixed, traispuay fee

plus the full recovery of actual costs incurred in operating EDS. The-fideeis subjecto an interest rate adjustment
every three years based on tlemrent interest rates. The EDS transportation agreement also contains provisions that
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define the incremental fees that will be chargedNtwa Chemicals in the event that additional capitainigested by
AltaGasin the systemThe termination of the EDS transportation agreement at the end of the iniyalafi2erm

requires five yeatsiotice by Nova Chemicals. After the initial term, the notice period to terminate is three yeava. N
Chemials has the option to purchase the pipeline after the initial term on threenggimes at a price based on a3ar
straightline depreciation, subject to a floor priceowh Chemicals cannot selectively renew only the EDS transportation
agreements; #h termination of the EDS transportation agreement requires the termination of the JFP transportation
agreementThe terms of the JFP transportation agreement are essentially identical to the terms in the EDS agreement.
Nova Chemicals cannot selectively ®mm only the JFP transportation agreement; the termination of the JFP
transportation agreement requires the termination of the EDS transportation agreement.

Transmissioni Porcupine Hills

The Porcupine Hills pipeline is a singdtipper condensate pipelingntil October 2013 the Porcupine Hills condensate
pipeline delivered condensate from the Shell Watertont ptathe Town of Turner Valiefor Shell Canada. In October
2013 the pipeline was shirt due to downstream discontinuance of a segment of thesPéidstreantCanadgpipeline
system. Optionsegardingthe pipeline are currently being evaluated.

Transmissioni Cold Lake, Kahntah and Summerdale

AltaGas owns and operates the majority of the Cold Lake natural gas transmission system, which c86gist=ipit
points and 3 delivery points (including four pipeline interconnect§he majority of the capacity on the Cold Lake
systemis contracted to AltaGasenergyservicesbusinessvhich markets or exchanges most of the gas on the Cold Lake
system.

AltaGas exparetlits Cold Lake natural gas transmission syster8013to deliver natural gas to provide steam to two
heavy oil projects near Cold Lake, Alberta. The first expansion project was completed in fourth quarter 2013 and the
second expansion prajeis expected to be in service in late 2014. The expansion projects are underpinnedtéymong
take-or-pay transportation agreements.

The Kahntah pipelingvas constructed ttvansport natural gas from British Columbia to AlbeBRae to lower producer
volumes and reduced drilling activity in the area the Kahntah transportation agreement tdromridéech 31, 2010.
TheKahntahpipelinehas beenaken out of service until gas prices recover and gas production in the area recommences,
providing opportunites to extend thdife of this assetThe Summerdale pipelineapacity is contracted to AltaGas
energyservicesbusinesd$o enable thabusinesgo optimize marketing and exchange opportunities.

Transmissioni Competition

AltaGas competes with other midstream entities operating in the WA as transmission assets are well positioned

to operate in a competitive environment and take advantage of their strategic locations and contract terms in order to
compete with other AltaGas continually investigates new pipeline opportunities in developing areas and in the vicinity

of other AltaGas assets.

GAS BUSINESST FIELD GATHERING AND PROCESSING

The Field Gathering and Processhgsinessonsists obver70 gathering and prassing facilities irB2 operating areas
located in western Canada and approximae®@0km of gathering lines upstream of processing facilities that deliver
natural gas into downstream pipeline systems that feed North American natural gas markets. Hda&dotal gross
licenced processing capacity &f4 Bcf/d, of which onethird is capable of processing sour gas. AltaGas opeadtbat

four of its facilities.

The gathering systems move natural gas on behalf of producers from the wellhead ts pitad@asing facilities where
impurities and certain hydrocarbon components are removed and the gas is compressed to meet the operating
specifications of downstream pipeline systems that deliver gas to domestic and export energy neldk&atHering

ard Processing main business drivers are throughput, gathering and processing fees and operating costs. Throughput is
impacted by new well tins, reactivations, recompletions, well optimizations performed by producers and natural
production declines inraas served by AltaGgsrocessing facilities.
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Field Gathering and Processing Typical Field Gas Processing Plant
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Raw natural gas produced at the wellhead is a mixture of methane and other hydrocarbon components and impurities,
including water vapour, carbon dioxide and hydrogen sulplitde: gaswith amounts ohydrogen sulphide in excess of
downstream pipeline spdiciations is considered sauhll other gas is considered swe8bur gas goes through more
extensive processirigknown as sweeteninigin order to remove the hydrogen sulphide and ensure that the gas meets
pipeline specificationsAll natural gas must b@rocessed through a natural gas plant to remioairities andthe

various hydrocarbon components before the natural gas is delivered via downstream pipelines for ultimate sale and
consumption. The amount and complexity of processing required beforntlgas is of saleable quality is a function of

the quantity of NGLs antmpurities present in the raw gas stream.

The raw natural gas is first gathered from the wellhead through natural gas gathering systems, and then delivered to and
processed through aatural gas processing plant. The design of a natural gas processing plant is determined by the
composition of the raw gas that it is intended to process. Natural gas that contains minimal or no amounts of NGLs or
other elements will bypass certain processéhin a typical natural gas plant configuration.

Raw natural gas entering the natural gas plant is subject to inlet separation where free water and any free NGLs are
separated from the natural gas stream. If the natural gas is sour, it is sweetdmeemoval of hydrogen sulphide. The

natural gas is then usually dehydrated to remove any remaining water. If significant NGLs are still present in the sweet
gas they are removed to meet downstream pipeline specifications. NGLs generally have greattexthated in

liquid form and additional NGL recovery beyond downstream pipeline specifications may be carried out in order to
capture the value of the NGLs. This additional recovery process can be done at field gas plants oiscdldéarge
extraction fants. Seeabove under'Gas Businessi Extraction and Transmissioh. AltaGas has NGL extraction
capability at34 of its natural ga field processing facilities.

The remaining processed gas exiting the natural gas plant is delivered to the downstreartatianspipeline for
eventual distribution to endse markets. NGLs must be further processed (fractionated) into their individual
components: propane, butane gmehtaneplus The NGLs may be fractionated on site or trucked or pipelined to
fractionationfacilities.

Field Gathering and Processing Facilities

AltaGas Field Gathering and Processihgsinesgenerates revenue from fees for volumes of natural gas processed at a
processing facility or gathered through a gathering system.

AltaGas strives focontinued improvement, operational excellence, madimumutilization of all facilities over which

it has operational control and to consistently exceed WCSB average utilization rates. Volume additions at facilities,
which come from new well tins and from reactivations, reompletions and well optimizations performed by
producers, are offset by natural production declines. The focus omskidted facilities allows AltaGas to redeploy

28



these assets in response to producer processing requirementsy thereasing processing volumes, profitability and
utilization.

Field Gathering and Processing Facility Capacity and Throughput

2013 2012
Capacity (gross Mmcf/@® 1,384 1,384
Throughput (gross annual Mmcffd) 420 372
Capacity utilization%) 30 27

Notes:

(1) As at December 31
(2) Gross numbers are before and are not adjusted to reflect Alta@&mg interest.

Average facility utilizationincreasedto 30 percent in2013 from 27 percent in2012 AltaGas experienceihcreased
throughput primarily due ta full year of operation at the @&mndaleFacility, a full year of operation of the Blair Creek
expansion ands interest in the 75 Mmcf/Gilby Gas plant

Field Gathering and Processing Significant Operating Areas

AltaGas facilities are often physically linked, creating facility complexes that offer delivery options and revenue
continuity in the event that one of the plants in a complex shuts down owétfT0 processindacilities in 32 operating
areas, AltaGdgield Gathering and Processibgisinesss not dependent on aiye facility or operating area.

Field Gathering and Processing Customers

In 2013 AltaGas conducted business with more tl2&0 customers in its operating areas. T¥ield Gathering and
Processingpusines's top 10 customers represengggbroximately8 percentof consolidated net revenfier 2013

Field Gathering and Processing Contracts

AltaGas gathers and processes natural gas under contracts with natural gas producers. There are ap@@Ximately
active gathering and processing contracts. These conirageneral

1 Establishfees for the gathering and processing services offered by AltaGas;

1 Define the produceraccess rights to gathering and processing services;

1 Establish minimum throughpwommitments with producers and use appropriate fee structures to recover invested
capital early in the lifef the contract where capital investment is required by AltaGas;

1 Define the terms and conditions under which future production is processed &@asMacility; and

1 Seek to recover operating costs to mitigate the impact of volume declines

The amount of capital that AltaGas commits to acquiring or developing gathering and processing facilities is linked to
AltaGas assessment dhe production avdable to be processed at the facility, reserves in the area, the extent of the
reserve dedication and the processing fees to be paid by producers for its services. When a facility is acquired, AltaGas
conducts an independent review of the natural gasvesend production in the area surrounding each facility using,
among other sourceéJberta Energy Regulatgroduction data and reserve estimates and produesesve reports for

the area. AltaGas also conducts a review of the physical plant and equipnd the operating and ma&néance costs

for each facility.

Fee Structure

In determining appropriate contractual provisions, including a reasonable payback period on its investe#lzapitsl,

seeks to align its interests with the financial and iess objectives of its producer customers. The vast majority of
AltaGas gathering and processing contracts are volumetric service fee structures, based on a rate per Mcf of throughput.
Volumetric fee structures may include a provision for recovery ofahctperating costsApproximately75 percent of

contracts in place at December 20,13were subject to annual price escalation related to chandeBlirT histoll-for-

service structure (as opposed to the commodity sgrvaadd price structures predomitignused by midstream
companies in the U.S.) avoidsp®sure to commodity price rids revenuésa f uncti on of vol umes pr
investment is generally protected by the life of reserves behind the facility, since producing wells typicalty rema
connected to a gathering and processing systethdarentire productive lives.
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AltaGas may underpin capital commitments through the use of one or more of the following contractual provisions:

Take-or-Pay: Takeor-pay arrangements are designe@nsure AltaGas recovers its invested capital in a relatively short
period of time. This is achieved by producers providing minimum volume or capital recovery commitments to AltaGas.
With minimum volume commitments the producer must process a specifiethes@ua rate per Mcf over a specified
period of time or pay any revenue shortfalhe sum of the processing revenpmvides AltaGas with a return on and of
capital within a specified period. Risk is limited to counterparty creditworthihesecent yees, AltaGasstrategy has
shifted to minimum monthlyolumecommitments to decrease credit risk and lead to predictable cash flow.

Capital and Operating Cost Recovery The producer pays two distinct fees to AltaGas, one to provide a return of and
on capithand the other to cover AltaGamperating costdReturn of and on capitéd made more certain by reducing the
risk of unexpected operating costs. Risk is largely limited to the timing of production.

Area of Mutual Interest: When AltaGas acquires a fatjl the vendor is typically the largest producer using that
facility. As a result, AltaGas is usually entitled to gather and process the majority of the natural gas production
associated with the facilities it acquires due to its reserve dedication ¢sntifaes reducing the possibility of
competitive plants being built in the same area. Risk is largely limited to the timing of production. The contract terms
also ensure any future production brought on stream in a specified area must flow to an AltdiGad-tdure natural

gas throughpuis generally securetby contractually committing the vendor of the facility to dedicate any future
production from specified reserves or future areas of development surroundingjlitye fa

Geographic Franchise with Eonomic Out Contractial provisions allow AltaGas to terminate or renegotiate a
contract if it is not economical to continue processing. Risk is largely limited to the timing of production and operating
cost efficiencies.

Length of Term

Where natural gageserves have been dedicated under contract, the contract normally extends beyond one year and up to
the life of the reserves, depending on the amounapital AltaGas has invested in the faciltWhere reserves have not

been dedicated under contract AltaGas has not made a significant capital investment, the contracts are normally
subject to termination by either party upon one to thremths notice As mentioned previously, producing wells
typically remain connected to a gathering and processingrayfer their entire productive lives.

Type of Service

In general, producers have access to either firm service or interruptible service. Firm service offers producers priority to
have their natural gas processed at the applicable AltaGas facility sttbjedustry standard maintenance and force
majeure. Interruptible service is available only if the applicable AltaGas facility has capacity available after all firm
service commitments with respect to such facility have been satisfied. Firm servicena@lyqrovided to a producer

when the producér natural gas reserves have been dedicated to an AltaGas facility.

Field Gathering and Processing Operating and Maintenance Expenses

Operating and maintenance expenses for gathering and processing fagditerally include: (i) labour costs for
operaions and maintenance staffii) materials consumed in processing or maintenance, including chemicals and
lubricants; (iii) land lease costs; (iv) property taxes; (v) fuel and power costs; and (vi) othezaglvedsts. For the

plants operated by AltaGas, the most significant expenses are labour, utilities, property taxes amdanépair
maintenance. Repairs and maintenance are scheduled, where possible, to minimize down time and coordinate with
producerswell maintenance activitieOne of AltaGasstrategies is tonicreasethe number ofcontractswith flow-

through operating cosggovisions.

Field Gathering and Processing Competition

AltaGas competes with other midstream entities operating in the WCSE)13AltaGas processed an average of
420Mmcf/d, which was approximatel percent of volumes produced in the WCSB. The majority of processing
capacity generally continues to be pard by the upstream natural gas exploration and production companies.

The field gathering and processing marketplace continues to evolve and the competitive environment also continues to
change. AltaGas believes that its field gathering and processitggssaand competitive advantages will continue to

allow it to effectively compete in the midstream marketplace. AltaGas also believes that its operational skills and market
penetration make it a preferred business partner for many exploration and modoatpanies.
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GAS BUSINESST ENERGY SERVICES
Energy Services

One of the key functions of thenergy services business is wupportAltaGas infrastructure businesseghe energy
services grougontracts supply and shrinkage gas for Altd@aaction facilities. It also contracts and resells capacity
on AltaGas transmission pipelinesind provides natural gas control services to balanoatural gas flows.Energy
servicesmarketsnaturalgas forField Gathering and Processingstomers ancdhithe process earns margins, manages
credit exposure, and provides additional veddeled services to AltaGasroducer customersnergy services also
contracts and manageaturalgassupplyfor AltaGas gasfired peaking plants.

In addition to supportip the other operating segments within AltaGas, #&mergy services business identifies
opportunities tdouy andresellnatural gas, market natural gas for producers and exchange, reallocate qipebe#
capacity and storage to earn a profit. Net ness from these activities are derived from-ask opportunities based on
transportation cost differentials between pipeline systant differences in natural gas prices from one period to
another Fixed marginsare earned by simultaneously locking imyband sell transactioris compliance with AltaGas
credit and commodity risk policiedltaGasalso provides energy procurement services for large induatriaiitility gas
usersandmanages the thirgarty pipeline transportation requirements for mahigs gas marketing customers.

AltaGas energyservices business also includes transportation arrangements into eastern Canadian markets and within
Alberta in the form of gas exchange arrangements. AltaGas markets or exchanges all of the volumeghhatidilovws

Cold Lake and Summerdale pipeline systems. In a gas exchange transaction AltaGas receives natural gas from customers
on an AltaGas system and delivers the gas to its customath@npipelinesystems. By purchasing or exchanging gas

on thesepipeline systems and at other facilities, AltaGas has aetlipusitive margins while providing improved
netbacks for producers.

The gas services business marsayeaGas 50 percent share of Sarmdérport Storage Pool Limited Partnership, which

owns 5.3Bcf of gas storage capacitiltaGas is seeking to optimize value with gas inventory in stofdigeket Hub

Partners Management Inc., an affiliate of Spectra Energy Corp., has been contracted to manage the general partner of the
limited partnership and @pate the facility.

In December 2013, AltaGas sdtCNG Energy L.Pwhich conductedts energy management business

In December 2013, AltaGas, enteretbian agreement for the acquisitiontbé remaining 50 percent ownership interest
in Alton Natural Ga Storagewhich owns the proposed 10 Bcf Alton gas storage project near Truro, Nova Jbatia.
transactionclosedin February 2014AltaGas acquired its initial 50 percent interest in Alton Natural Gas Storage
pursuant to the acquisition of Landis Energy Corporation in 2010.

Energy Services Customers

AltaGasenergyservicecustomersre commercial, industrial, agricultural and igtonal endusers in Ontario, Alberta,
British Columbia Quebe¢ New Brunswick, Nova ScotjéSaskatchewaand Manitoba Customer retention rates are
over93percent

In its energyservices business, AltaGas buys natural gas from a wide array of ssiipdieding wholesale marketing
companies and producers and sells natural gas to other wholeskégimgacompanies and commercial and industrial
endusers.

No energyservices cummer represented more tha@percent of casolidated revenue durirRp13
Energy Services Competition

In the energy services business, AltaGammpetitors range from single person operations to large marketing and
aggregation companies. The primary source of competition is the marketing arms of large oil and gas producers.

POWER BUSINESS

AltaGas Powerbusinesscontributed net revenue 8L77.1million for the year ended December 2D13 representing
approximatelyl8 percent ofAltaGas total netrevenuebeforeCorporate segment amtersegment eliminations.

The Power bsinesss engaged in theale of electricity and ancillary servicesAlberta British Columbia California,
Colorado, Michigan and North CarolinAt December 312013 AltaGas hd 1,096 MW of installed power capacity,
comprised of507 MW of gasfired generation capacity at the Blythe Energy Cer@é88 MW of power generation
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capacity through a 50 percent ownership interest in the Sundance B BRFA4W of wind power generation capacity,
42 MW of gasfired peakingcapacity 30 MW of cogeneration capacity in Albertd5 MW of biomass generation ahg
MW of operatingrun-of-river hydroelectric powegeneration

At December 312013,AltaGas 425 MW of installed power capacityn Alberta representedpproximatelys percent of
Albertas powergeneration

Additional growth in the Power businessll be driven by advancing AltaGassignificant and growing portfolio of
renewable energy projects and pursuing furtfesfired generation opportunitie¥his was exemplified in 2013 through
the purchase of the Blythe Energy Center, a 507 MWfiged generating facility irsouthern California. For the coming
years,AltaGas hasapproximatelyl,404 MW of renewablepower generation projects in various stagésonstruction
and development he renewable power portfolio consistslgd87 MW of wind power developments, 40 MW nfn-of-
river hydroelectric developments and 277 Mih-of-river hydroelectric under construction. The wind projects are
geographicallydispersed in western North America, wéh2 MW in Canada and75MW in the northern and western
regions of thaJnited States, while thein-of-river projects arall located in British Columbia

ThroughA | t aoBgoisghassessment iv$ wind development portfoliomanagement decided to dispose of its interest
in approximately207 MW of wind development projecis the western US. in 2013 due tothe pending expiration of
land tenure agreements, permitting constraints, and uneconomic devela@omeitions.

GasFired Generation

Effective May 16, 2013, AltaGas purchased the 507 MW Blythe Energy Center combined cycle powersplathieim

California for US$515 million before adjustments for working capital. The facility utilizesfigas generation to

produce power and heat. The heat is then captured in secondary steam generators, which produce additional power via a
steam turbine, and increase the efficiency of the overall generation process. The power serves the CAISO market to
cover periads of highdemand, primarily driven by the Los Angeles area. The facility employs proven Siemens
technology and has a low base load heat rate in the range of 7,000 to 7,500 Btu/kWh, low emissions, responsive start
times and flexible ramp rates. Due to gtructure of the longerm PPA with SCE, the majority of the facilgyrevenues

are derived from being available to produce and not actual production, therefore providing stable cash flow. The current
capacity is contracted until July 31, 2020. The faciis directly connected to Southern California Gas Company and
interconnects with SCE and the CAISO via angife transmission line. The facility is also interconnected with the El

Paso Natural Gas system anditsiated to reconnect to tlESW, providingmarket access optionalitypon expiry of the

PPA toserve both the CAlS@nd the DSWmarket The transmission line is capable of transmitting 1,100 MW and has
excess capacity to meet future load growth.-fasl generation is an efficient, environmengalesponsible means of
producing electricity and is expected to be an attractive area of potential growth for ARa@as business.

AltaGas has 30 MW of cogeneration capadaitylberta.ln 2010, AltaGas commissioned a BV cogeneratioracility

at the HarmattarComplex The facility consists of a gas turbine which drives a 15 MW generator for delivery of
electricity into the Albertgpower market, as well as a heat recovery steam generator that is capable of producing all of
the steam required forocess gas at the Harmattan Complex from the waste heat in the exhaust gases from tha turbine.
2012, AltaGascompleteda second 15 MW cogeneration facility at the Harmattan Complex.fadilgy hasessentially

the same configuration as the existoageneration facility and hedfio meet the increased power demands at the plant

as a result of the GstreamFacility, with excess power being sold to the Alberta grid.

Currently plans are under development for the installation of a third 15 MW cogenefatility at the Harmattan
Complex, with completion expected in the first half of 2015.

AltaGas has 42 MW of gas fired peaking plaimsAlberta. Effective January 1, 2012 AltaGas purchased the 25 MW
gasfired peaking generators that formed part of #gese agreement with Maxim Power Cdrp2014 capacity of the
Parkland gadired peaking facilityis expected te expanded by 3MWh Alberta,gasfired peakingcapacity generally
provides energy during times of high priaa@ssupplies operating reservibst can be used during system contingencies
AltaGas manages the gas requirement and dispatches theThistgasfired power capacity provides fuel diversity to
AltaGas Power businesgrovidesincreased operational flexibility anmgirtial backstoppig to outages at Sundance

Power Purchase Arrangements Alberta

PPAs were established in 1999 under Albsrpaogram of power industry deregulation. PPAs were created to separate
ownership of the physical power generatissets from control of output.
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ASTC Power Partnership

AltaGas and TransCanada are partners in the ASTC Partnership. Each partner owns a 50 percehASHae
Partnership There are twoSundance B PP# one for each of Units 3 and 4 at the Sundance Plam. ASTC
Partnership holds éhSundance B PR#as partnership property, with both partners having an equal interest in each PPA.

The indirect 50 percent interest in the Sundance B BPRrovides AltaGas with the rights to 353 MW of cdiatd
generation capacity, as well as to ancjllaervices from Sundandénits 3 and 4, until December 31, 2020

The ASTC Partnership started dispatching power effective December 29, 2001. AltaGas maintains the books and records
of the ASTC Partnership, including providing accounting services. Trand@€amanages daily operations, including the
dispatch of power into the Pool. AltaGas and TransCanada are each responsible for managing the market risk associated
with their individual shares of the power generation capacity.

The Sundance B Plant

TransAlta avns the coafired Sundance Plant, which is located approximately 70 km west of Edmonton, Alifezta
Sundance Plant consists of Units 1 througfité units arggrouped into three plants: Sundance A Plddhits 1 and 2,
Sundance B PlantUnits 3 and 4and Sundance C PlantUnits 5 and 6Sundance B Plaritas been operating since
1976 (Unit 3) and 1977 (Unit 4).

The Sundance Plant is connected to the Alberta Interconnected Electric Systiemallows access to markets in
Alberta, British Columbia, &katchewan and the United States.

The Sundance B Plant Power Sales

Revenue from the sale of power is largely driven by target availability, hedge prices (for the portion of capacity that is
hedged) and Pool prices (for the portion of capacity thadtisiedged). Thanter-relationshipof production,Pool prices

and cost of sales is specified in the BP@enerally, the ASTC Partnership will be compensated when power production

is less than target levels, at a rate based on the previedsy3@verage &bl price, as dscribed in more detdihter in

this section. AltaGas recognizes its shafrSTC Partnership income through equity accounting

Under the Sundance B PBAhe ASTC Partnership holds the rights to the power capacity and ancillary seroives f

Units 3 and 4 of the Sundance Plant. Baylay operation requires the ASTC Partnership to communicate the volume of
power available and the price of the power to the AESO. The ASTC Partnership is obligated to pay TransAlta a price
which contributes toTransAltas capital and operating costs as determinedobyulasin the Sundance B PRAThe

majority of the ASTC Partnershfpcoss consist othe fixed costs and variable operating costs paid to TransAltthand
variable costs of transmissiamdPool trading charges

Each of Units 3 and 4 hascantractedcapacity of 353 MWIn September 2007, TransAlta increased the capacity of
Unit 4 by 53MW pursuant to their rights under the PPRansAlta provided all of the capital, is responsible for all
operating costs ands entitled to all benefits associated with this increased capacity, although ASTC earns a fee
associated with the administration of the agreentém Sundance B PRArecognizdhat the plargwill not produce at

100 percent capacity af the time. TransAlta is obligated to provid&TC financial compensatioif actual generation

of electricity from Units 3 and 4 falls below a specified target level, which was 86 percent of contracted capacity in
2013 This is accomplished by monthly payment based on the difference between actual availability and target
availability, multiplied by RAPP. Similarly if Units 3 and 4 produce above targtten ASTC is obligated to ay
TransAlta based on the difference between actual availability and targiability, multiplied by RAPP. ASTC pays
transmission charges based on actual power deliv&yedng these undeor overgeneration periods AltaGas has
financial exposure to the difference between the Alberta spot price and RAPP on the differemean hetlumes
generated and target availabilitfhe financial exposure may be positive or negative depending on the difference
between the current Pool price and RAPP.

TransAlta is an experienced operator of duald electrical generation facilities atgs financial incentives to operate

the Sundance B plant efficiently and at high levels of electricity generation. The plant uses coal from the adjacent
Highvale Mine, which is anticipated to have sufficient reserves for the expected fuel requireméstSohdance B

Plant beyond the life of the Sundance B BPPEhe coal price formulawhichis predefined in the PPAs, is subject to
inflationary indices and is not linked tmirrent market prices for coal.
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The following chart provides a summary of powedces and volumes for the lasio years.

Power Prices and Volumes 2013 2012
Volume of power sold (GWM)® 4,458 3,317
Average price received on the sale of power ($/M¥/H) 76.82 69.42
Alberta Power Pool average spot price ($/M#h) 80.19 64.32
Notes:

(1) Annual average.
(2) IncludesbothAlbertaand British Columbiaale of power.

Biomass Generation

In 2012, AltaGas acquired DE&n independent power company whose primary assets are comprised of a 30 percent
working interest in the 37 MW Grayling Generating Station in Michigaa wood liomass power facility, and a

50 percent working interest in the 48 MW Craven County wood bismasver facility in North Carolina. Fuel supply

for the biomass facilities include wood chips, mill residuals and other wood waste products from several suppliers.
Power generated from these assets is fully contracted wititdomgPPAS

Wind Generation
AltaGas had17MW of wind generatiomwith all electricity generated beirgpld under longerm contracts.

The 102 MW Bear Mountain Wind Parkear Dawson Creek in British Columtiansists of 34 turbines, a substation
and transmission and collector lines.id connected to thBC Hydro transmission grid. The turbine manufacturer,
Enercon GmbH of Germany, provides operating and maintenance services to BMWLP undefteaniosgrvice
agreement.

All of the power from the Bear Mountain Wind Park is sold to B@lié under a 2fyear EPA at a set price which
increases annually by 50 percent of CPl. BMWLP has retained the green attribuRESGsahd intends to sell them to
provide an additional revenue stream.

Bear Mountain Wind Park is owned 100 percent by AltaGas. There are royalty agreements in place with Peace Energy
Cooperative (a communilyased group) and Aeolis Wind Power Corporafimma total of 0.912 percent of the project
revenues and for 28.5 pentef any revenues from the saleRECsabove a cumulative threshold amount.

In 2012, the Busch Ranahind project was completed on budget and ahead of schedule. AltaGas acquired a 50 percent
interest in the 29 MW wind farm in Colorado foiS®5 million. The project has a 2gear renewable energy purchase
agreement with Black Hills/Colorado Electric Utility Company, LP. The project was fully commissioned on October 15,
2012 In February 2013AltaGas receive@ U.S. government grant &fS$7.6 million for @pital costs associated with

the Busch Ranch windroject asa specified energy property under #merican Recovery and Reinvestment Abis

grant was accrued against the capital cost of the facility

AltaGas has gortfolio of 1,087 MW of wind power development projectsThe wind projects are geographically
dispersed in western North America, wdh2 MW in Canada and75 MW in the northern and western United States
AltaGas believes these assets will generate further growth fpother infrastructure business.

AltaGas has twavind developmenprojectslocated in ManitobaReston and Yellowheadndtotalling 48 MW. These
projects are mature projects that are eligible for future calls for power with Manitoba H#@Gashas corpleted
most of the Environmental Assessment and has received an Interconnection Approval with thloABBSQ204 MW
Glenridgewind developmenproject in Alberta

The 475 MW of wind development projects in the United Statee comprised of propertiest aValker Ridge, in
California, Chateau Hills in New MexicandRoughrider in North Dakota. AltaGas intends to continue development of
these projects by conducting transmission, wind resource and environmental studies at these sites.

In 2013, AltaGas dispesl ofapproximately 20MW of wind development projecta the western US.
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Hydroelectric Generation

In March 2010 AltaGas received its amended Environmental Assessment Certificate for the largest of its three northwest
British Columbia rurof-river hydroelectricprojects, the Forrest Kerr Project. In May 2010 AltaGas entered inte a 60
year EPA with BC Hydro for the Forrest Kerr Project, as well as an Impact Benefit Agreement with the Tahltan First
Nation. In addition, AltaGas entered into an agredaméth the Bitish ColumbiaTransmission Comration (now BC

Hydro) to contribute to the development of the NTlhe Forrest Kerr Project will be the anchor tenant for the NTL,

along with the two smaller projects undmmstructionby AltaGas in the samecinity, the 66 MW McLymont Creek

Project and thd.6 MW Volcano CreelProject, which will both feed into the BC Hydro electrical system through Forrest
Kerr.

In November 2011 AltaGas entered irttwo 60-year EPAs with BC Hydro for the McLymont Creékoject and the
Volcano Creek Project, as well ago Impact Benefit Agreemestwith the Tahltan First Nation.ie McLymont Creek
Project has a capacity 66 MW and is located 10 km west of the Forrest Kerr Projelse McLymont CreekProject
will interconnectat the Forrest Kerr switchyard.

The NorthwestProjects have a combined generating capacity of approximately 277alt¥Will contribute to the
Province of British Columbla goal to achieve energglf-sufficiencyby 2016.Theywill also help the Provincmeet its

energy needs in an environmentally and socially responsible manner by offsetting the use of electricity generated from
fossil fuels.

The 195 MW Forrest Kerr project is progressing well and is ahead of schedule and on budgetrddtéerr Foject is
mechanicallycompleteandcommissionings ongoing.The Forrest Kerr Project is expected to baanvice in mid2014
contingenton the availability of theNTL. Construction for the two smaller projecthe 66 MW McLymont Creek
Projectandthe 16 MW Volcano CreelProject is also progressing welConstruction of Volcano Creek was able to be

pulled ahead due the early mechanical completion of Forrest Kerr. The powerhouse building, weir and headrace canal
have been completed. The Volcano Creek Ptageexpected to be iservice inlate 2014, two years ahead of the initial
schedule Construction othe McLymont Creekbridgeis completel and excavation of the power tunnelbi3 percent
complete. The McLymont Cr&eProject is expected to be-gervicein mid-2015 All three of the Northwest Projects
hydropower generation assets in British Columbia are underpinned bytdomgEPAs with BC Hydrofully indexed to

CPL

Effective July 10, 2012 AltaGas now wholly owns the operati@gdW McNair run-of-river hydroelectric generating

facility located on the Sunshine Coast aftBh Columbig near Port Mellon. AltaGas previously owned [@tcentof

the facility through the PNG acquisition. The McNair facility has been operating under-eetan§PA with BC Hdro

since 2004. In addition to acquiring the operating facility, AltaGas acquired the exclusive option to obtain a 50 percent
interest in the 45 MW Narrows Inletin-of-river development projects, currently being developed by Renewable Power
Corp. and Alaqua Renewable Power Corp.

AltaGas has an effective 25 percent interest in a 7 MWoftniver hydroelectric power generation facility on Scuzzy
Creek, near Boston Bar, British Columbia which is under-§&20 EPA with BC Hydro unti2015 AltaGas also ha

two 10 MW run-of-river hydroelectric projectievelopment projectsearBoston Bar, British Columbid.og Creek and

Kookipi Creek. Both the Log Creek and Kookipi Cremkrof-river hydroelectric projectare supported by 4gear

EPAs with BC Hydro.AltaGas has advanced the environmental studies and engineering design of these projects. Based
on the information gathered to date and the ongoing consultation with First Nations, AltaGas is reviewing the
development timelines for these projects.

Competition

All of the power produced in Alberta is currently sold into the Pool, which operates an open market for the exchange of
electricityand is rurby the AESO. The AESO establishes the power price based on offers from Pool participants using a
uniform pricingmodel whereby the marginal unit establishes the price for all generators. AESO system controllers sort
the offers by price into a merit order beginning with the lowest priced offer, thereby defining a supply curve for each
hour. By matching energy supplyjittvdemand, the Pool establishes a uniform hourly market price, whialbiisiped

on the AESGs website.

The Sundance plaris oneof the lowestcost power produceiis Albertaand therefore among the lowest in the dispatch
merit order. AltaGas does notpect this situation to change with the addition of new capacity on theRgekr prices

have beemelatively strong in the spot market due to a combination of generator retirements and robust demand growth
in the province and the supply demand balascanticipated to remain tight over the medium teftaGasremains
confident in the ongoing profitability of its power generation assets.
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Wind power generated frohoth Bear Mountainrand Busch Rancis not currently exposed to power price volatility as
the power generated is sold at a fixed price for 25 yegith escalation factors d0 perceniof CPl and 2 percent,
respectively The Blythe Energy Center is contracted by SCE under a-teng PPA until July 31, 202@Rower sold
from the McNairrun-of-river power generation facilitis notexposed to power price volatility as the power generated is
sold at a fixed price for@yearsescalatedat 50 percent of CPl. Power sold frahe Grayling Generating Station in
Michigan andthe Craven County wootiiomass power facility in North Carolina not exposed to market prices and is
sold under longerm PPAs.

UTILITIES BUSINESS

AltaGas Utilities businessontributed net revenue 6434.7million for the year ended December 2D13 representing
approxinately44 percentof AltaGas total netrevenuebeforeCorporatesegment anéhtersegment eliminations.

The Utilities businessowns utility assets that deliver natural gas to-esers inCanada Alberta, British Columbia

Nova Scotiaand the Northwest Territoripsand the United States (Michigan and AlaskBhe Ultilities business in
Canada is comprised of AUI, the Alberta utility business, PNG, the British Columbia utility business and Heritage Gas,
the Nova Scotia utility business avell as a one third interest in Inuvik Gas. The Utilibasiness irthe United States is
comprised ofSEMCO Energy, a regulated public utility company headquartered in Port Huron, Michigan with natural
gas distribution operations in Alaska through EM&Tandin Michigan througflSEMCOGasand a 65 percent interest

in CINGSA, a regulated natural gas storage utility in Alaska.

Regulatory Process

The Utilities businesspredominantly operasdn regulated marketplaces where, as franchiseertificateholders, they

are allowed the opportunity to earn regulated rates that provide for recovery of costs and a return on capital from the
regulator approvedapital investment base. Inuvik Gas operates a natural gas distribution franchise irharigd
regulabry environment where delivery service and natural gas pricing are market based.

Canada

The distribution of natural gas in Alberta, British Columbia, Nova Scotia and the Northwest Territories is regulated by
the AUC, the BCUC, the NSUARB and the NWTPUspectively. The AUC, BCUC and NSUARBjurisdiction
includes the approval of distribution tariffs for regulated distribution utilities which includes the rates charged and the
terms and conditions on which service is to be provided by those utilitiesik IGas is regulated on a complaint basis

and sets its rates to be market competitive.

For Heritage Gas and PN@eregulators approve distribution rates based on aafestrvice regulatory model. Under
this model, the regulators seek to provide trstrithution utility with an opportunity to recover all prudently incurred
operating, depreciation, income tax, and financing costs, and to earn a reasonable return on equity.

On February 26, 2010, the AUC initiated the Rate Regulation Initiative aimiesplmentation of formulaic based
regulation, also referred to as Performance Based or Incentive Regulation, for Alberta gas and electric distribution
utilities. Commencing January 1, 2013 in Alberta, AUI is regulated under a PBR model. Under this maeles are

set by formula. Specifically, revenues in each year are based on the last approved rates and increased each year by a
formula reflecting inflationary increases less expected productivity improvements. Amounts determined under the
formula may &o be supplemented in the event of extraordinary events creating gains or losses outside mamagement
control or for major capital projects not otherwise encompassed within the PBR foRegkrdless of which model is

used, he regulators attempt to emsute resultingariffs are just and reasonapfgovide incentives for investments, and

are not unduly preferential, arbitrary, or unjustly discriminatory.

United States

SEMCO Energys primary business igias distribution and gas storagend consists fothe regulated storage,
transmission, distribution and sale of natural gas to its custo®EMCO Energys gas distribution and gas storage,
including the 65percentownership interest in CINGSAgccountedor approximately 99 percent of SEMCENhergys

2013 consolidated operating revenues. SEME®@ergyhas other businesses, including operations and investments in
propane distribution, intrastate natural gas pipelines aneécuity investment in aatural gas storage facility in
Michigan. The gas distribution businesspurchases, transports, distributes and sells natural gas and related gas
distribution services to residential, commercial and industrial customers and is SEEW&Qys largest business
segment.
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The gas distribution business andhe CINGSA Storage Facilityare subject to regulation. The MPSC has jurisdiction
over the regulatory matters related, directly or indirectlythi services thaBEMCO Gas provides to its Michigan
customers. The RCA has jurisdiction over the regulatory matters retiitedtly or indirectly, toENSTARS service
providedto its Alaska customers, includirige CINGSA Storage Facility These regulatory agencies have jurisdiction
over, among other things, rates, accounting procedures and standards of service.

In Alaskaand Michigan the regulators approve distribution rates based on aot@strvice regulatory modeRates are

set using the results from a historical test year plus known and measurable chamigeshis model, the regulators

seek to provide the distribon utility with an opportunity to recover all prudently incurred operating, depreciation,
income tax, and financing costs, and to earn a reasonable return on equity. The regulators attempt to ensure that tariffs
are just and reasonable, provide incertifer investments, and are not unduly preferential, arbitrary, or unjustly
discriminatory.

Utilities BusinessKey Utility Metrics

The following table summarizes the allowed rate of return on equity and cost of debt for the Utiitie=ssn addition
to average net rate base for the Utilitiesiness as at year end.

2013 2012
Approved return on equity (%)
Utilities Canada (average) 10.0 10.0
Utilities US (averagéy 113 11.3
Approved return on debt (%)
Utilities Canaddaverage) 6.1 6.5
Utilities US (averagéy 5.6 5.6
Rate bas¢$ millions) ®
Utilities Canada 604.8 569.6
Utilities us® @@ 773.0 741.0

Notes:

(1) AltaGas acquired SEMCO on August 30, 2012

(2) Rate base is indicative of the earning potential of each utility over time. Approved revenue requirement for eachypiitigjlys
based on the rate base as approved by the regulator for the respective rate application. Depending upon the ti@udaddihe
decision with respect to rates, the amount of rate base utilized to determine rates charged may reflect historical levels.

(3) InU.S. dollars.

(4) Reflecs 65 percent interest in CINGSA.

AUI

AUl has operated as a provincially regulatedurel gas distribution utility in Alberta since 1954. Its head office is
locatedin Leduc, Alberta. AUI delivers natural gas to residential, farm, commercial and industrial consumers in more
than 90 communities throughout Alberta. AUl also owns transmisdaxilities, including higkpressure pipelines that
deliver naturabas from gas sources to the distribution systems.sAdimary objective is to recover its costs and earn a
return of, and return on, capital while maintaining high operating stanadaemstire safe, dependable, esfétctive and

secure natural gas supgpd delivery for its customers.

AUI operates in a mature market and has achieved nearly 100 percent saturation within its franchise areas, with the
exception of those few consumers chimg alternate fuel sources or those living in more remote areas where natural gas
service has been cegtohibitive. The Alberta natural gas distribution market is dominated by a major distributor that
serves approximatel§5 percent of natural gas comsars. AUl serves approximate6/percent of Alberta customers,

with approximately 9 percemf the market served by membawvned natural gas cooperatives and mypaity owned

systems.

Within its existing franchise areas AUl averaged annual growth.®feercentin 2011, 2.4 percent in 2012nd 1.92
percent in 2013AUI currently expects annual growth in new service sites of approximatélpeércent for2014 and
thereafter.
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AUI pursues opportunities to develop service areas that are not currently siftvehtural gas. In recent years, these
expansion opportunities have typically come with the extension of gas service to small aboriginal commulitiés in
franchise areas€Expansion opportunities that currently exist represent relatively minor assethgbut AUl remains
committed to its strategy of pursuing expansion projects that meet managdarget return on investment.

In 2010, AUI began a mulfear system rejuvenation program to maintain public and worker safety and to ensure
reliable andefficient longterm operation of AU$ gas delivery systems, many of which are in their fifth or sixth decade
of service AUl's capitalexpenditures for the years ended DecembeR@13and2012are shown in the following tahle

($ millions) 2013 2012

New business 6.4 7.3

System betterment and gas supply 13.9 12.4

General plant 6.7 7.0

Total 27.0 26.7
Operations

AUI's distribution system consists 20,633 km of pipeline, operating at pressures ranging from 200 kilopasc8l35&
kilopascals. AUl uses steel, aluminum and composite pipe to transport natural gas at pressures greater than
690kilopascals, while natural gas at lower pressures is transported primarily by steel and plastic pipe. Ti&re are
small and miesized meterig and pressure regulating stations throughout'@\distribution network. AUl operates its

gas distribution systems through a network #flistrict offices.

In 2013 the total throughput of natural gas transportedHoeproducers and delivered #@,842 end consumer service
sites had a total energy value of approxima®diydPJ.

AUI's market consists primarily of residential and small commercial consumers located in smaller population centres or
rural areas of Alberta. New service sites added totdl|éd2 in 2013 and,703in 2012 Of the21.0PJ of natural gas

AUI delivered through AUS system irR013 11.6 PJ was attributed t60,660nondemand service sites that received
default gas supply under the regulated rdt8,PJ to14,130nondemand sefice sites that received gas supply from
natural gas retailers2.8 PJ to52 demandbased service sites ar&d6 PJ for three producer transporters. Producer
transportation revenues are primarily derived from capacity charges and do not vary signifithrehawges in energy
transported. While producer transportation throughput comprises a significant percentage of total throughput, this service
produces significantly less revenue than that derived from distribution services.

AUI Revenue by Service Typ&

(%) 2013 2012

Residential 54.9 55.4

Commercial 24.2 23.9

Ruraf? 17.0 16.9

Demand 3.9 3.8

Total 100.0 100.0
Notes:

(1) Excludes revenue fronr@ducer transportation service.

(2) Rural customers are located outside of incorporated areas and quisiatily of farms, irrigation pumps, grain dryers and
greenhouses
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AUI provides service to designated areas in Alberta under the authority granted by franchise agreements or other
agreements granted as permits or approvals issued pursuant to applatatds.sAs of December 32013 AUI held a

total of 74 such franchises and agreememtS: municipal distribution franchises granted pursuant to Nhmicipal
Government ActAlberta), nine permits granted on four First Nations by Indian and Northerrrs\Eainada under the
authority of thelndian Act(Canada) and 20 rural franchise approvals issued under the authorityGdgHgistribution

Act (Alberta). Four of the rural franchises cover Métis settlements, each with its own operating agreement.

Eranchises/Permits # of % of Total Average Remaining
Agreements  Service Sites Term

Municipal Government Act Franchises 45 639 30

Indian and Northern Affairs Canada Permits 9 1.5 Varying

Gas Distribution Act Franchises 16 335 Perpetual

Métis Settlemen©perating Agreements 4 1.1 0.5years

The three largest municipalities served by AUI (City of Leduc, Town of Beaumont and Town of Drumheller) accounted
for approximately23 percent of AU’ total netevenue and9 percent of energy delivered 2013

Seasonality

The natural gas distribution business in Alberta is seasonal, as the majority of natural gas demand occurs during the
winter heating season that extends from November to March. Accordingly, annualized individual quarterly revenues and
earningsare not indicative of annual results.

Delivery ratedfor AUl are set based on the-28ar rolling average Degree Days expected for the pefi@nperature
fluctuations impact the operating resultsAdfl .

2013 2012
Q4 Q3 Q2 Ql Q4 Q3 Q2 Ql
Degree Days actual 1,958 126 580 2,103 2,103 97 534 1,924
Degree Days normal 1,762 206 563 2,212 1,765 209 559 2,166

2013AUI Regulatory Overview

In Decision 201237, issued September 2012, the AUC approvesanuecap percustomer formula for AUI. Under

the formula, AUI's ratesincrease annuallpy inflation, measured through a composite index reflecting changes in the
Statistics Canada generated Alberta Consumer Price Index and Average Weekly Earnings index for the twelve previous
months ending June 30 dfd previous yeai-or 2013, interim rates were approximately 2.65 perbaitier than those
approved for 2012.

In addition to the revenues under the formula, utilities under PBR may also apply for recovery of significant costs arising
from circumstances aside their control, such as changes in law and natural disasters and/or directives initiated by
Alberta Energy or the AUC'Y Factor adjustment$. For 2013, AUl received approval for recovery of $3.6 million in Y
Factor adjustments relateditoplementaibn of its Natural Gas Settlement System CdGSSC) project required for
compliance with AUC Rule 028, income tax timing differences and annual changes to applicable deferral @d¢dbunts.
also obtained approvalor recovery of capital tracker' Facbr') amounts related to $BLmillion in specified pipe
replacement, station refurbishment and gas supply investments.

For 2014, AUSs rates will increase under the formula, on average, by 3.32 pdrteritn rates for2014 also include
approved Y Factoadjustments for income tax timing differences, AUC/UCA Assessments, Intervener Hearing Costs
and NGSSC project costd.K Factor placeholder for recovery of 60 percent of AUbtal 2014 K Factor amount has

also been approved on an interim basis, dffeclanuary 1, 2014he K Factor amount reflects depreciation, interest
and return on the full year 20X3 Factorinvestments, as well as $15.6 million in 2014 forecast expenditurisal
decision on the 2014 K Factor amounts is expected in Q3 2014.

In June 2013, AUI filed a 2013017 PBR Phase Il Application to establish the rate design applicable throughout the
PBR term. With the approval of the AUC, a negotiated settlement process was established, culminating in the filing of a
Negotiated Settlememtgreement (NSA") in November 2013 and endorsed by all stakeholders. AllS#eis subject

to AUC review and approval, a final decision is not expected before the end of Q2 2014. In the interim, the rate design
encompassed within the NSA was used in dgwelent of the rates approved effective January 1, 2014. The cumulative
effect of the rate increase and rate design changes is approximateér@ebtincrease for Rate 1 (residential and small
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commercial) customers, apércentdecrease for Rate 2 (largeneral service) and Rate 3 (industrial/demand) customers
and a 13ercentdecrease for Rate 4 (irrigation) customers.

The AUC ha suspended the proposed scope of 2013 Generic Cost of GapitDC') proceedingpendingcompletion

of the 2013 Capital Tr&er and Utility Asset Disposition RevieWYADR") proceedingsWith the issuance of both
decisionsthe GCOC proceeding resumed, with the filingeofdenceby all parties on January 31, 2014 .hearing is
scheduledo commence itMay 2014 The decision, wich will establish the return on equity and capital structures for

all AUC regulated utilities for 2013, 2014 and, possibly, future years, is unlikely to be released before Q4 2014. In the
interim, the AUC has approved continued use of the 2011 and 2DE2RS8.75percentas a placeholder.

During 2013, the AUC also undertook a review of current regulatory practice and precedents related to the treatment of
stranded assets, assets disposed of in the ordinary course of business and the early retirement of assets. The UADR also
examined the t@ment of costs related to retired assets, such as environmentaligleastsOn November 262013

the AUC issued Decision 2048L7. In the Decision, the AUC approved AdJtecovery of reclamation costs related to

former production facilities exhaust@uthe provision of utility service. The reclamation costs included in'ARD10

2012 General Rate Application and AdJlbase rates were previously approved only as placeholder amounts. The
Decision also states the AUC does not consider any changedarteeat legislation or regulatory practice is required to

give effect to recent Alberta Court of Appeal and Supreme Court of Canada decisions on asset dispositions.

Heritage Gas

Heritage Gas is a greenfield natural gas distribution utility in Nova &chieritage Gadranchise was granted on
February 7, 2003 and gives it the exclusive right to distribute naturahgasgyh its distribution systeto all or part of
six counties in Nova Scotia, including the Halifax Regional Municipality until Dece®beP028. Heritage Gakead
office is located in DartmoutiNova Scotia

As a greenfield operation, Heritage Gas has a droélincreasingroportion of the Nova Scotia energy emsk market.
The dominant energy source for space heating is oil, aigh50 percendf the market share. Most major industrial and
institutional consumers use Bunker C heavy fuel oil, while smaller commercial and resicemgiamers use No. 2 fuel
oil. Electricity, primarily used by residential consumers, has the secorastargrket share, withver 25 percenf the
market share. This is followed by propane and wood fuel, which are mainly used by smaller residdntizreus
Natural gas is fifth in market sharAt current prices, atural gas has a competitive price attege compared to all
alternative energy sources.

In 2013 Heritage Gasompleted the construction afCNG loading and unloading systevhich currently is not subject

to rate regulationThis facility enable Heritage Gago transport natural gas via specially designed tube trailers to
facilities located beyond the economically feasible reach of traditional pipelihés type of CNG system is new to
Nova Scotia but it has been in operation in other regidi@&anada foseveral years

Natural gas is more efficient and provides environmental advantages when comparethdtig of theother forms

of fuel in the market and there asemegovernmenadministeredncentives in place to reduce the cost of conversion to
naural gas for residential and commercial customers. As a i&fstlle significant customer savings when using natural
gas AltaGas believes that Heritage Gas will continue to expand its customer service base within the Nowza8aitia

Potentialcustomemetersare those with access to natural gas service, thereby having the opportunity to switch heating
fuel sources, mainly from oil or electricity, to natural gasthe end of 2013here were approximately 11,0p0tential
custaner meters of whm approximately 4,200vere commercial energgonsumers and 6,800ere residential energy
consumers with access to the Heritage Gas distribution system in the Halifax Regional Municipality and in the Town of
Ambherst andCumberland County. Of the 11,000 patial customer meterdieritage Gas had installesgrvice lines to

5,482 customer metemyver its years of operatis, of which approximately 5,052 customer metgese activated by
December 31, 2013eritage Gas is contemplating future development proglacoughout its franchise area and expects

to pursue these and other future growth opportunities that are contiguous to its current operations.

The following table illustrates the percentage of consumers who have access to the Heritage Gas systeen that ha
become customers of Heritage Gas.

Penetration rates(%) 2013 2012
Activated residential 37 32
Activated commercial 60 54
All customers 46 40
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In 2013 Heritage Gas connect@@3new customers, compared®b66in 2012

Capital expenditures biferitage Gas for the years ended December 3113 20d2012are shown in the following table:

(% millions) 2013 2012
New business 30.5 20.4
General plant 0.9 0.8
CNG 8.7 3.7
Total 40.1 24.9

In 2013 Heritage Gas invested4®.1 million to continue the expansion of its network. The major focus was the
continued expansion in the Halifax Regional Municipality where Heritage Gas adtlédlofnetres of network
infrastructure and the expansion toaew franchise marken Pictou Couny. Included in the capital expenditure i8.%
million toward thecompletion of theCNG loading and unloading system

From its inception in 2003 until 201Heritage Gasactual revenues billed to customevsre less than the revenue
required to earn the gelatedrevenue requirementeritage Gas is allowed to accumulaje to a maximum of $50
million in a RDA for this shortfall. The RDA is a component of Heritage ‘Gate base upon which it earns a return.
Heritage Gas may, if necessary, apply to tH®JNRB for increases to the RDA account limit. Heritage Gasateg
drawing down the RDA in 2012

TheRDA for the years ended December 2013and2012is shown in thdollowing table:

RevenueDeficiency Account

($ millions) 2013 2012

40.0 44.5

Operations

On December 312013 Heritage Gdsdistribution system consisted of approximat@y0 km of pipeline mains
infrastructureof which approximately280 km waslocatedin the Halifax Regional Municipality, approximately 60 km
waslocatedin Amherstand approximately 10 kiwaslocatedin Oxford.

Heritage Gas purchases gas under negotiated contracts with wholesale gas matkatgr2013 Heritage Gas entered
into six new contractdo manage itgas supply needs ard provide stability drring the winter months. The contracts
have various ending dates ranging from February 28, 2014 to October 31, T2@ldost of gas purchased is flowed
through to the distribution customers and does not impact net income. The natural gas receiveHetivtatie Gas
system is delivered from Maritimes & Northeast Pipeline lateretéch management believes will ensure that Heritage
Gas has sufficient gas supplies to serve all its customers as it grows.

Seasonality

The naturhgas distribution business Nova Scotids seasonal, as the majority of natural gas demand occurs during the
winter heating season that extends from November to March. Accordingly, annualized individual quarterly revenues and
earnings are not indicative of annual results.

Delivery ratesfor HeritageGasare set based on the-26ar rolling average Degree Days expected for the application
period. Temperature fluctuations impact the operating resulksesitage Gas

2013 2012
Q4 Qs Q2 Ql Q4 Q3 Q2 Ql
Degree Days actual 1,405 126 645 1,925 1,213 86 685 1,813

Degree Days normal 1,284 138 650 1,966 1,295 143 758 1,984

2013Heritage Gas Regulatory Overview

On October 17, 2011 Heritage Gas reached an agreement with the active interveners to settle all matters related to its
20127 2014 GTA. The settlement agreement was presented to the NSUARB on October 17, 2011 and was approved on
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November 24, 2011. The agment resuttin an average annual rate increase of 8.25 percent, 6 percentparcbBt
over the years 2012, 2013, and 2014 respectively.

The approved agreement includes allowed return on equity of 11 percent and cost of debt of 7.25 percent ibvec prescr
capital structure of 45 percent equity and 55 percent debt. Cost allocation and rate design matters were accepted as
proposed by Heritage Gas 2013

In 2012 theNSUARB set a timeline fomregulatory hearing related to cost allocation and rategydési 2013 On June

16, 2012, Heritage Gas entered into a settlement agreement related to the cost allocation and rate design for different rate
classes in 2013 and 2014, leaving the rate classes as they were originally structured. The settlement cgréenesh

the average rate increases approved byNtBEARB on November 24, 2011 effective January 1, 2013 and 2014. The
NSUARB approved the settlement agreement on June 19, 2012.

In 2013 the NSUARB approved uniquerate for an extrdarge customer lo¢ad in Pictou County which will take
service inQ12014.

PNG

On December 20, 2011, #lGas acquired all of the outstanding common shares of fRI€Eiant to a statutory plan of
arrangementPNGs head office is loated in Vancouver, British Columbia aitsl principal operating office is located in
Terrace, British Columbia. PN&wholly owned subsidiarfeNG(NE)has itsmain operating offices in Fort St. John and
Dawson Creek, British Columbia.

PNG owns and operattise Western Systera,regulatedhaturd gas transmission and distribution utility within the west
central portion of northern British ColumbRNG(NE) owns and operatdte Northeast Systera,distribution utility in
northeast Brish Columbia PNG also owa the 9.8MW McNair Creek hydreelectricity generation facilitya non
regulatedenewableenergy businessSeeabove undetPowerBusiness.

Substantially all of PNG and PNG(NE3 pipeline facilities are located across Crown land or privatetyed property

under fghtsof-way granted by the Crown or the owners in perpetuity or for so long as they are used for pipeline
purposes. Approximately thrdélometres of main pipelines and approximately nkimetres of lateral transmission
pipelines cross reserves estabéid under thdndian Act (Canada), for which PNG has appropriate land rights.
Compressor and metering stations are principally located on land owned by PNG. PNG owns its local offices in Terrace,
Prince Rupert, Kitimat, Burns Lake, Smithers, Dawson Cré&akjbler Ridge and Fort St. John and leases office space

in a number of other communities in its service area and in Vancouver.

All of the property and assets of PNG and PNG(NE) are subject to the lien of a deed of trust and mortgage dated as of
April 15,1982 between PNG and Computershare Trust Company of Canada, as trustee, as amended and supplemented
from time to time, under which PN&secured debentures have been issued.

All of PNG's and PNG(NE3} residential customers, most of their commercial customers and a number of their smaller
industrial customers continue to rely on PNG and PNG(NE) for arrangement of their gas supply, and pay tariffs which
include PNG/PNG(NE3 gas supply commodity and dary costs. The large industrial customers, the majority of small
industrial customers and a number of commercial customers purchase their gas supply requirements from third party gas
suppliers and contract for gas transportation service on the PNG an@NEN@peline systems. In addition, some of

the smaller commercial customers purchase their gas supply requirements directly from gas marketers. Since the income
is earned from the distribution of natural gas and not from the sale of the commodityytiistrmargin is not adversely

affected by this practise.

In the WesterrSystem service area there are few remaining candidates for conversion to natural gas in the existing
building stock and limited opportunity remains to extend @jagibutioninto unserviced rural areaslowever, in 2013

PNG commenced development of a project to expand the capacity of its transmission line by approximately 800 Mmcf
During the third quarter of 2013, PNG signed transportation reservation agreements with twaqanigort the PNG
expansion (the'Pipeline Looping Projettor "PLP'). These reservation agreements provide for cost recovery of
development expenses incurred with respect to the PLP. Approximately $6 million of development activity for PLP was
recordedn 2013, with such amounts recorded as accounts receivable until such time that a definitive decision is made to
proceed with construction of the project. On July 24, 2013, the British Columbia Environmental Assessment Office
issued an order accepting PN@LP into the environmental assessment process followingsPiNiGg of its project
description. PNG expects to continue its environmental and consultation processes with a final investment decision on
PLP expected in late 2015.
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In the Northeast Systeservice area, PNG(NE) continues to build out its distribution system to new communities and to
capture new housing and commercial developments in its existing serviced communities.

PNGs capitalexpenditurs for the years ended December 3013 and2012 are shown in the following table:

($ millions) 2013 2012

New business 3.8 2.6

System betterment and gas supply 6.1 4.6

General plant 2.3 1.7

Total 12.1 9.1
Operations

PNGs transmission pipeline system in the West8yatem service area connects with the British Columbia pipeline
system operated by Spectra Energy near Summit Lake, British Columbia, and exterids t&8the west coast of

British Columbia at Prince Rupert. The pipeline between Summit Lake and Terrabedmgpartially paralleled, or
looped, with a second line to increase throughput capacity. PNG also owns and operates duara3dateral
transmission pipelines extending into the various communities served by PNG, the most significant being dual lines
extending approximately 57nkinto Kitimat. The WesterrSystem distribution system isomprised of approximately
950km of distribution pipelines.

Five compressor units maintain pressure on BN&stern Systertransmission pipeline system: two locate@&atnmit

Lake and one each at Vanderhoof, Burns Lake and Telkwa. The total installed rating of the compressot@uhits is
MW. The sustainable capacity of the transmission pipeline system, with the present compressor and looping
configuration, is approximaty 3,260 16m® per day. PNG deactivated its compressor stations at Vanderhoof and
Telkwa, as well as85 km of 10 inch pipeline andb3 km of 6 inch pipeline when the MethanegXorporation
methanol/ammonia facility in Kitimat ceased operations. Thesetfasilwill continue to be maintained for potential
future use, but are not forecast to be utilized2@14 If service commences under tkias TransportationService
Agreementvith LNG PartnersLLC, the Westert8ystem wouldbe at full capacity utilizationThe cost to reactivate the
facilities left idle when Methaneorporationceased operations in 2005 would be recovered from these incremental
revenuesLNG PartnersLLC provided a notice of commencement in late 2d@wever LNG Partnerd LC and its

related entities haveubsequentlgnteredinto o mpani es & Cr e di tpmcesdindhin Nogempgee2@Ent Act
Based on the uncertain nature of these proceedt{S, can give no assuranasto if or when the capacity relating to

the Gas Transportatiddervice Agreement will be utilized

The NortheastSystem serves the Fort St. John and Dawson Creek area througéttioms with the Spectra Energy
pipeline system at several locations. The North&gstem also connects with a pipeline owned @an&lianNatural
Resourced.td. in two locations to obtain supply for the Fort St. John area, and with a prizdpigeline to serve the
Dawson Creek area and with ar@adianNatural Resourced td. gas supply pipeline to serve the Tumbler Ridge area.
The entire NortheaSystem consists of approximate7 km of transmission line,162km of distribution lines and a
gas processing planear Tumbler Ridge with a capacity of 12Cm@per day.

Total natural gas deliveries wereD®J in 20B compared with & PJ in 202. Deliveries toPNGs large industrial
customerincreased approximately percent from2012 to 2013, reflecting the impact of the custorgerconstruction

project to modernize its facilitieS.he increasein deliveries to the large industrial customer has no impact on PNG
earnings due to a deferral mechanism whereby BNt@r refunds orecoves the gain or loss, respectively, imargin

from certainsmall and large industrial customers whose actual deliveries vary from the forecast used for rate setting
purposes.

Deliveries to small industrial customeirs 2013 decreasely approximately7 percent compared to 2R1This was

mainly dueto constuction delays of a transmission pipe to a new customer and lower fuel usage by a gas producer in the
Northeast service areBeliveries to residential customers in 30decreased by approximateB/percent compared to

2012 mainly due towinter temperaturethatwerewarmerthan2012. Deliveries to commercial customers atforeased

in 2013 by approximatelyé percent from 202 levels due to thevarmerwinter weatherand decreased commercial
activity in PNGs northeast service area
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The following table setsut, by customer categorgNGs gas sales and deliveries:

2013 2012
Deliveries: (in PJ)
Residential 3.0 3.0
Commercial 2.8 3.0
Small industrial 24 2.7
Large industrial 0.8 0.8
Total deliveries 9.0 9.5

2013 2012
Customers atYear End:
Residential 34,914 34,570
Commercial 5,269 5,256
Small industrial 55 57
Large industrial 2 2
Total customers 40,240 39,875

PNG currently has exclusive franchise agreements with the municipalities of Prince Rupert, Port Kitwaatl,

Terrace, Smithers, Burns Lake, Houston, Fraser Lake and Vanderhoof, entitling it to supply and distribute natural gas

within those municipalities. Each of the franchise agreements have a term of 21 years, expiring in 2032 (except in the

casa of Port Edward, where the agreement expires on October 5, 2031, and Prince Rupert and Fraser Lake, where both
agreements expire in 2015), and is renewable at the option of either party for a further term of 21 years.

PNG also has operating agreements wli municipalities of Telkwa and Fort St. James that entitle it to install and
operate gas distribution facilities in those municipalities. The initial term of each of these operating agreements has
expired, and PNG is operating within ten year renewal dewhich expire in 2021 and 2019, respectively. Each
operating agreement provides for an unlimited number of ten year renewal terms, which take effect automatically on the
expiry of the preceding renewal term. If the parties cannot agree on alteratiansgerating agreement for a renewal

term, theBCUC may determine such alterations

PNG(NE) has exclusive franchise agreements with tlyeofiFort St. John and the District of Taylor for-géar terms,
expiring in 2018 and 2033, respectively, as well asoperating agreement with the Village of Pouce Coupe which
expires in 2016PNG(NE) also has a franchise agreement with the City of Dawson Creek expiring at the end of 2014
which PNG(NE) will be renewing, per its rights under the agreement, for a foetimerof 21 yearsPNG(NE) operates

its gas distribution facilities in the Tumbler Ridge area pursuant to a certificate of public conveniemzressity

issued by theBCUC. The franchise agreements with the District of Taylor and City of Fort St. Jaolentigé
municipalities the right to purchase the distribution system within the municipality on expiry of the franchise agreement,
at the fair market value of the assets as a going conthenoperating agreement with the Village of Pouce Coupe is
renewabe for a further term of 21 years at the option of either party.

Seasonality

The natural gas distribution businessnorthern British Columbids seasonal, as the majority of natural gas demand
occurs during the winter heating season that extends fromnNmreto March. Accordingly, annualized individual
quarterly revenues and earnings are not indicative of annual results.

Delivery rates for PNG are set based on XfBeyear rolling average Degree Days expected for the application period.
PNG is authorized yothe BCUC to maintain &evenue Stabilization Adjustment Mechanism regulatory account to
mitigate the effect on its earnings of deliveries to certain customers caused principally by volatility in weather and
impact on deliveriesBalances in the account are recovered in customer rates twetyaar period based on forecast
deliveries.

2013PNG Regulatory Overview

In November 203, PNG and PNG(NE) filed their 2@lrevenue requirements applications for all divisions. The
applicaions sought approval to increase rates on an interim basis effective Januarg fe2@ihg the BCUG review
of the applications. The BCUC approved interim rates effective January4.aP@ie levels set forth in the applications.
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The 204 revenue dficiency projected for the Western System is approximatel® $tlllion. PNG(NE)s Fort St.
John/Dawson Creedivision hasa forecast revenue deficiency albout$04 million and PNG(NE} Tumbler Ridge
Division has a revenue deficiency of $0.2 millidrhe applied for delivery chargehangesompared tdecembe2013
delivery rates for an average residential customer in each service aregrasses 08.2 percent for the Western
System 3.7 percent for the Fort St. John/Dawson Creek division 2h@ percentfor the Tumbler Ridge division. A
negotiated settlemeprocess is expected to be conducted with respect to tier@@dnue requirements applications in
the second quarter of 201

PNG is currently a participant in the Generic Cost of Capital Proceeding establishedB@tGaluring 2012 In Stage

1 of the Proceeding, the BCUC determintbdt theBenchmarkUtility 's Common Equity ratio should be 38.5 percent

and its Return onCommon Equity should be 8.75 percent effective January 1, 2013. An Automated Adjustment
Mechanism was also adopted until December 31, 281Stage 2 proceswasadded to this proceeding to determine
other Bitish Columbia utilities' (including PNGs) deemed cdfal structure and &urn on Equityfor rate setting
purposes for 2013PNG has proposed a 50 percent Common Equity ratio and a 1.00 percent premium over the
Benchmark Return on Common Equity for its PNG West and PNG(NE) Tumbler Ridge divisions and raef pe
Common Equity ratio and 0.75 percent premiover the Benchmark Return on Common Eqéityits PNG(NE) Fort

St. John/Dawson Creek division. A decision is expected in the first half of 2014.

Inuvik Gas and lkhil Joint Venture

Inuvik Gas is acorporation equally owned by AltaGas, the Inuvialuit Petroleum Corporation, and ATCO Midstream
NWT Ltd. and thelkhil Joint Ventureownership is comprised odAltaGas (33.3335 percent), Inuvialuit Petroleum
Corporation (33.3335 percent) and ATQWdstream NVT Ltd. (33.333percent). The Ikhil Joint Venturewns and
operateshatural gas reservea processing facility and4v km pipeline that delivers natural gas to Inuvik Gas trel
Northwest Territories Power Corporation

AltaGas has a one third interest in both Inuvik Gastaedkhil Joint Venture which suppks Inuvik Gas with natural

gas to be delivered to the town of Inuvik. The Ikhsint Venturenatural gas reserves have depleted more rapidly than
expected. As sUr; alternative energy sources are being pursued. Inuvik Gas has installed a propane air mixture system to
produce synthetic natural gas. Potential ieign energy solutions are being investigated and work continues with the
town of Inuvik, the Northwest drritories Government and other parties

At the end 0R2013Inuvik Gas provided service @30residential and commercial customeie same number &8s
2012

SEMCO

SEMCOis a regulated public utility headquartered in Port Huron, Michigan. SENEGEQY's gas utility business
consists of natural gas distribution operations in Michigan and Alaska a@dNIBSA Storage Facility

SEMCO GAS

In Michigan, SEMCGQGasdistributes natural gas to approximat80,000customers located in both southern Michigan
and Michigars Upper Peninsulapproximately91 percent of which are residential. The remaining customers include
power plants, food production facilities, furniture manufacturers and other industrial customer

The average number of customers at SEMCO Gas has increased by an average of approxpatelyntannually

during the past three years (with an increas@.ppercentin 2013. While there may occasionally be variations in this
pattern, averageep customer annual gas consumption in Michigan over the ldagarhas been decreasing because,
among other things, new homes and appliances are typically more energy efficient than older homes and appliances. In
addition, incentives to install energyfiefent appliances and equipment and employ other conservation and -energy
saving measures and techniques appear to have prompted customers to reduce their gas consumption.

SEMCO Gas pursues opportunities to develop service areas that are not curreatlywsdrnatural gas. Expansion
opportunities that currently exist represent relatively minor asset growth, but SEMCO Gas remains committed to its
strategy of pursuing expansion projects that meet managsrteget return on investment.
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SEMCOGas capital expenditurs for the years ended December 31,28dd 202 are shown in the following table:

(US$ millions) 2013 2012Y
New business 7.6 5.4
System betterment and gas supply 28.2 3.8
General plant 2.6 0.5
Total 38.4 9.7
Note:

(1) AltaGas acquired SEMCO on August 30, 2012.

Operations

The SEMCO Gasnatural gas transmission and delivery system in Michigan includes approximateiyilés of gas
transmission pipelines arisl997 miles of gas distribution mains. The pipelines and mains are located throughout the
southern half of Michigaa Lower Peninsula (including in and around the cities of Albion, Battle Creek, Holland, Niles,
Port Huron and Three Rivers) and also in the eéntiastern and western areas of Michigaipper Peninsula.

The following table sets out, by customer category, SEMCO<ates and deliveries:

2013 2012
Deliveries: (Mmcf)
Residential 25,355 20,905
Commercial 12,391 9,951
Transport 18,190 16,735
Gas Customer Choit® 4,110 3,087
Total deliveries 60,046 50,678

2013 2012
Customers at Year End:
Residential 252,209 251,353
Commercial 22,322 21,954
Transport 256 255
Gas Customer Choite 18,477 16,539
Total customers 293,264 290,101

Notes:

(1) AltaGas acquired SEMCO on August 30, 2012.

@

In Michigan, the MPSC has a program known as the Gas Customer Choice Program, under which gas sales customers may choose to

purchase natural gas from thiparty suppliers, whilESEMCO Gascontinues to charge these customers applicable distribution
chargesand customer fees, plus a balancing fee.

Seasonality

The natural gas distribution business in Michigan is seasonal, as the majority of natural gas demand occurs during the
winter heating season that extends from November to March. Accordingly, annuadizedual quarterly revenues and
earnings are not indicative of annual results.

Delivery rates for SEMCO Gas are set based on thgeab rolling average Degree Days expected for the
period.Temperature fluctuations impact the operating results of SEKAG©

2013 2012

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Degree Days actual 2,496 206 984 3,324 2,216 198 799 2,609
Degree Days normal 2,242 163 845 3,181 2,274 159 875 3,231

Note:

(1) AltaGas acquired SEMCO on August 30, 2012.
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2013 SEMCO GAS Regulatory Overview

The rates charged to customersSBEMCO Gasservice territories regulated by the MPSC include an MBfioved

gas cost recovery GCR') pricing mechanism. The GCR pricing mechanisms is designed so that, in the absence of any
disallowancesSEMCO Gascost of gas purchased is passed througBEMCO Gascustomers on a dolldor-dollar

basis and, therefor6EMCO Gasloes not realize or recognize any income or loss on the gas commodity charge portion
of rates charged to customers.

SEMCO Gas filed a gweciation study with the MPSC in December 2011, using 2010 data. On September 25, 2012, the
MPSC issued an order approving new depreciation rates in SEMCQd&msciation case. The new rates reflect a
US$0.6 million reduction to depreciation rates congphto the previous rates and were reflecteiB MCO Gas 6
financial statements effective on January 1, 2013. The new depreciation rates are to be effective in distribution rates
when new base rates are established in SEMCO 1@&$ base rate case. SEMG&as is required to file a new
depreciation case with the MPSC by September 25, 2017.

In January 2011, the MPSC approved a settlement increasing the base rates of SEMCO Gas anUS$8nhteidlion

on a normalized annual basis and an authorized retueyguity of 10.35ercentand an overall rate of return of 7.19
percent effective January 2011 (tH&ettlement). As part of the Settlement, SEMCO Gas initiated a Main Replacement
Program (the"MRP") during 2011. Under the MRP, for the period from 20hfough May 2013, SEMCO Gas
maintained its current main renewal program and, in addition, spent at least an aved&$d.4f million a year to

replace an additional thirteen miles of main and related structures and equipment annually, with a carmatey aost
11.66percenton those additional expenditures. SEMCO Gas began imposing the MRP surcharge in June 2012, and the
surcharge was expected to generate approximeli®Bi.5 million in additional annual revenoa a normalized annual

basis.

In December2012, SEMCO Gas filed an application with the MPSC seeking to amend the MRP effective in 2013.
SEMCO Gas proposed to double the amount spent annually on the MRRJS&M million to US$8.8 million; to

double the miles of main replaced from 13 miles Gongiles; to include vintage plastic main as eligible main, and to
increase the MRP surcharge to recover the incremental capital costs associated with the MRP. On May 29, 2013, the
MPSC issued an order approving SEMCO 'Ggmplication. Revised surchargespected to generate approximately
US$1.0 million in additional revenue on a normalized annual basis, are effective for the period June 1, 2013, through
May 30, 2017.

An investigation into a 2004 house fire in SEMCO Qdihigan service territory revealgtiat a service riser valve
malfunctioned when it was actuated by the customer, resulting in an uncontrolled flow of gas. The gas ignited, and the
resulting fire caused damage to the custénesidence. During the following years, other riser valveirfssl have

occurred without any associated property damage or personal injuries. In response, SEMCO Gas has initiated a program
to replace these defective valves (thalve ReplacementrBgrant).

There were approximately 51,000 valves of this design in the SEMCO Gas s®EMCO Gashas replaced
approximately 41,800 of these valves as of December 31, 2013, under the Valve Replacement Program. As of December
31, 2013, SEMCO Gas has incurred apprately US$3.5 million of valve replacement cos&EMCO Gasxpects to

incur an additional $0.9 million of such costs by December 31, 2014, the date by which SEMCO Gas expects to
completethe Valve Replacement Program.

As part of the Settlement, the MPSso authorized SEMCO Gas to defer the costs associated with replacing these
defective service valves under the Valve Replacement Program. Recovery of the deferred amounts is not guaranteed.
Rather, recovery of any amounts, including carrying charges) &ctions taken by SEMCO Gas to address the valve

issue and all associated expenditures will be subject to MPSC review in its next base rate case.

ENSTAR

In Alaska, ENSTAR distributes natural gas to approximat&l§,000customers in the metropolitan Anchge area and
surrounding Cook Inlet area, approximat@y percent of which are residential. The remaining gas sales customers
include hospitals, universities and government buildings. ENSTAR also provides gas transportation service to power
plantsand a liquefied natural gas planENSTARSs service area encompasses dvémercentof the population of

Alaska.

The average number of customers at ENSTAR has increased by an average of apprakidpetentannually during
the past three years (with aniiease oflL.2 percentin 2013. While there may occasionally be variations in this pattern,
average per customer annual gas consumption in Alaska over the-femgédras been decreasing because, among other
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things, new homes and appliances are typicallyemenergy efficient than older homes and appliances. In addition,
incentives to install energy efficient appliances and equipment and employ other conservation andagimergy
measures and techniques appear to have prompted customers to reduce ¢basigaption.

ENSTARSs capitalexpenditure for the years ended December 31,2&dd 202 are shown in the following table:

(US$ millions) 2013 2012Y
New business 12.6 4.7
System betterment and gas supply 7.8 0.1
General plant 2.3 1.1
Total 22.7 5.9
Note:

(1) AltaGas acquired SEMCO on August 30, 2012.

Operations

ENSTARs natural gas delivery system (includi@EMCOs Alaska Pipeline Compajhyincludes approximately
425miles of gas transmission pipelines @891 miles of gas distributiomains. ENSTARs pipelines and mains are
located in Anchorage and the Cook Inlet area of Alaska.

Historically, ENSTAR has had access to significant natural gas supplies in Cook Inlet, which is within or adjacent to its
service territory. ENSTAR distributbn system, including the laska Pipeline Companytransmissiorevel pipeline

system, is not linked to major interstate and intrastate pipelines and thus does not have access to natural gas supplies
elsewhere in Alaska, Canada, or the Lower 48 states.r@sudt, ENSTARmustprocure its natural gas supplies under

gas supply agreements from producers in and near the Cook Inlet [degaral gas production i€ook Inlet has
decreasedignificantly in recent year®ue in part to this decline in productionNETAR historically found it difficult

to obtain firm gas supply contracta. 2013, in part due to the entry of new gas producers in Cook Inlet, ENSTAR
obtained firm gas supply contracts through the first quarter of 2018.

In order to better address theasenal deliverability demands of ENSTARcustomersENSTAR developed the
CINGSA Storage Facility. The CINGSA Storage Facjlaycritical deliverability resource for ENSTAR customevas
completed in 2012 and customer withdrawals began on November 9, 2012.

The State of Alaska continues to investigate opportunities to bring natural gas via pipeline or LNG from the North Slope
to south central AlaskaENSTAR is engaged with the Stadé Alaskds efforts to assess the possibility of meeting its
customersgas supply needs through these means. ENSTAR has historically viewed LNG exports as a driver of Cook
Inlet area gas exploration and development actiVite LNG export plant in KenaAlaska (the'LNG Plant) has also
historically supported the local deliverability of natural gas, since gas intended for liquefaction and eventual export has
been diverted from time to time for local use, including during cold weather pefioeld.NG Plat recently applied for

a new export license to export approximately 40 Bcf fl@ook Inlet. In light of the relative stability of its gas supply,
ENSTAR does not oppose this application.
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The following table sets out, by customer categBlySTARS sale and deliveries:

2013 2012@
Deliveries: (in Mmcf)
Residential 19,034 20,982
Commercial 13,333 14,375
Transport 19,109 19,102
Total deliveries 51,476 54,459
2013 2012
Customers at Year End:
Residential 123,941 121,927
Commercial 12,402 12,367
Transport 16 14
Total customers 136,359 134,308

Note:
(1) AltaGas acquired SEMCO on August 30, 2012.

Seasonality

The natural gas distribution business in Alaska is seasonal, as the majority of natural gas demand occting during
winter heating season that extends from November to March. Accordingly, annualized individual quarterly revenues and
earnings are not indicative of annual results.

Delivery rates for ENSTAR are set based on the -§08ar rolling average Degree Days expec for the
period.Temperature fluctuations impact the operating resulENSTAR

2013 2012@

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Degree Days actual 3,518 845 1,848 3,680 3,936 1,039 1,688 4,431
Degree Days normal 3,565 903 1,638 3,884 3,565 903 1,638 3,884

Note:
(1) AltaGas acquired SEMCO on August 30, 2012.

2013 ENSTAR Regulatory Overview

The rates charged to customersBNSTARS service territories has an RE&#pproved gas cost adjustment pricing
mechanism. Thegas cost adjustmemtricing mechanisms is designed so that, in the absence of any disallowances,
ENSTARS cost of gas purchased is passed throudNSTARS customers on a dolldor-dollar basis and, therefore,
ENSTAR does not realize or recognize any income or loss orgaélsecommaodity charge portion of rates charged to
customers.

In June 2009, ENSTAR andla@skaPipeline Companyiled a base rate and rate design case with the RCA. A settlement
of this matter was negotiated among all of the parties and accepted by the RGguist 2010. With the new base rates,
ENSTARSs base rate revenue was increased)B$7.0 million on a normalized annual basis. ENSTAR is obligated to
submit another base rate and rate design filing to the RCA on or before August 1, 2014, based om datestr year
ended December 31, 2013.

CINGSA

SEMCO Energy, through a subsidiahglds a 65 percent interdst CINGSA. CINGSA was formed to construct, own
and operatehe CINGSA Storage FacilityNatural gas is injected into the storage facility dureagh summer and
withdrawn as needed for use each winter.

Four utilities, including ENSTAR (78 percent), Chugach Electric Associafiérpércent Anchorage Municipal Light
& Power 6 percent and Alaska Electric and Energy Cooperati¢epércent have ateredinto 20 year contracts for
100percent of the initial stoge capacity of CINGSA.
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CINGSA commencedfreeflow" injections into its storage facility on Apdl, 2012.In-service operations for the
CINGSA Storage Facility began on November 9, 2012, when construction of the surface facilities was completed and
withdrawal capability became available to storage custenmihe CINGSA Storage Facility is actively being used by
ENSTAR and CINGSA three electric utility customers in the Cook Inlet area of Alaska.

CINGSA's capitalexpenditurs for the years ended December 31,28dd 202 are shown in the following table:

(US$ millions) 2013Y 20129
New business 6.6 11.8
Total 6.6 11.8
Notes:

(1) Numbers reflecSEMCO Energ's 65 perceninterest
(2) AltaGas acquired SEMCO on August 30, 2012.

2013 CINGSA Regulatory Overview

As stipulated in the CINGSA certification proceedings accepted by the RCA, in February 2012 CINGSA filed an update
to its proposed rates for service from the CINGSA Storage Facility to reflect revised estimates of construction costs. The
calculation of ra¢ base, a levelized revenue requirement and initial veéesadjusted to reflect an updated projected
capital cost 0fUS$161.4 million for the CINGSA Storage Facilitin March 2012, the RCA approved CINGSA
adjustments to its initial rates with affective date of April 1, 2012. In 2014, CINGSA is required to further update its
rates to reflect actual construction and operating costs. CINGSA is also required to file a base rate case with the RCA in
mid-2017 based upon data from a test year endexgBber 31, 2016

On September 18, 2013, CINGSA received a $15.0 million gas storage facility tax tFediQredit) from the State of

Alaska for the benefit of its firm storage serviCESS) Customers. CINGSA will derive no direct or indirect benefit

from the Tax Credit. The Tax Credit, and any interest accrued thereon, will be distributed to the FSS Customers provided
that CINGSA does not cease commercial operations prior to January 1 |RPORGSA ceases commercial operations,

it must refund a proportional share of the Tax Credit to the State of Alaska.

Following receipt of the Tax CrediCINGSA depositedhe fundsin a separate interebearing accountCINGSA will

act as a custodianf the Tax Credit and any interest earned for the bene@iNfGSA's FSS Customers. On an annual
basis through the end of 2022INGSA will disburse to the FSS Customers 1/10th of the amount of the Tax Credit not
subject to refund to the State and ing¢rearned. The RCA has approved the disbursement methodology. The funds
related to 2012 were disbursed to CINGS8ustomers in December 2013 and the funds relatedlt®were disbursed

in February 2014.

OTHER SEMCO

SEMCO Energys other businesses primigrinclude operations and investments in propane distribution, intrastate
natural gas pipelines, and a natural gas storage facility whicbuatedfor approximatelyone percent of SEMCO

Energys 2013 consolidated operating revenueSEMCO Energys propanedistribution operation typically sells
approximately2.6 million gallons of propane annually to retail customers in Michig&ipper Peninsula and northeast
Wisconsin. At the end 0of2013 SEMCO Energys propane distributiorserved 5,827 residential and commercial
customersompared withb,888residential and commercial customer2iil2 SEMCOEnergyos pi pel i ne and
operations own and operate intrastate natural gas transmission pipelines ancbatralling interest in a gastarage

facility in Michigan.

CORPORATE SEGMENT

AltaGas makes investments where it considers it to be prudent to do so and where it sees an opportunity to create value.
The resultingnvestments and related revenues and expenses not directly identifiabtbemiperatingousinessgare

reported in the Corporategment.The Corporatesegmentdecreasedhet revenuevith a loss 0f$14.2 million for the

year ended December 3013

AltaGas holds shares d@fiterra Power Corp., formerliiMagma Energy CorporatioMagma completed a merger with
Plutonic Power Corporation and subsequently changed its name to Alterra Power Corp. on May 18, 2011. The initial
Magma sharesvere acquired on January 14, 2009. Magma Energy Corporation began trading on the TSX on July 7,
2009 at which time AltaGas increased its ownership.July 2010 AltaGas acquired additional shares of Magma.
AltaGas heldapproximatelysix percent of theommon shares dflterra Power Corpon December 312013
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ALTAGAS LTD.

AltaGas is the resultant corptian from the amalgamation ofl&Gas Ltd., AltaGas Conversion Inc. and AltaGas
Conversion #2 Inc. pursuant to the Corporateangement. As a result, AltaGas owns, directly or indirectly, all of the
assets thathe Trustowned, directly or indirectly, por tothe corporateonversion of the Trust.

Description of Capital Structure

The authorized capital of AltaGas consists of an unlimited numb&oofmon Shareand such number of Preferred
Sharedssuable in series at any time as have aggregate votimg ggher directly or on conversion or exchange that in
the aggregate represent less thanpgdcentof the voting rights attaching to the then issued and outstai@bngmon
SharesThe summarypelow of the rights, privileges, restrictions and conditiattaching to th€ommon Shareand the
Preferred Shares is subject to, aphlified by reference to, AltaGaaticles and byaws.

Common Shares

Holders of Common Sharesire entitled to one vote per share at meetings of shareholders of AltaGas, to receive
dividends if, as anavhen declared by the Board of Directors and to receive the remaining property and assets of AltaGas
upon its dissolutiolr windingup, subject tohe rights of shares having priority over tiemmonShares.

On April 4, 2013, AltaGas closed a public offering of 11,615,8@@monShares at a price of $34.90 peéommon
Share for aggregate gross proceeds of approximately $405 million.

On October 1, 203, AltaGas issued 2,805 Common $ares as part of the consideration for the acquisition of
Petrogas Energy Corp. S8&ener all Devel opmenti HstbricalhDevelpiherd AcqBsitianioh e s s
Petrogas.

Preferred Shares

The Board of Directormay divide any unissued Preferred Shares into series and fix the number of shares in each series
and the designation, rights, privileges, restrictions and conditions thereof. The Preferred Shares of each series will rank
on a parity with Preferred Share$ every other series with respect to accumulated dividends and return of capital and
entitledto a preference over tf@ommon Shareand over any other shares of AltaGas ranking junior to the Preferred
Shares witlrespect to the priority in the paymentdifidends and in the distribution of assets in the event of liquidation,
dissolution owinding-up of AltaGas, whether voluntary or involuntary.

The rights, privileges, restrictions and conditions attaching to the Preferred Shares as a class maledeattgyed,
modified, amended or amplified or otherwise varied only with the sanction of the holders of the Preferred Shares given
in such manner as may then be required by law, subject to a minimum requirement that such approval be given by
resolutionin writing executed by all holders of Preferred Shares entitled to vote on that resolution or passed by the
affirmative vote ofat least 66 percentof the votes cast at a meeting of holders of Preferred Shares duly called for such
purpose.

For the speci€ rights, privileges, restrictions and conditions attaching to the Series A Shares and the Series B Shares,
reference should be had to the prospectus supplement of AltaGas dated August 11, 2010 relating to the issue of the
SeriesA SharesFor the specifi rights, privileges, restrictions and conditions attaching to the Seri&saresand the

Series D sharegseference should be had to the prospectus supplement of AltaGadvidgate3D, 201 2relating to the

issue of theSeriesC Shares.For the specific ghts, privileges, restrictions and conditions attaching to the SEries
Sharesand Series F Shareeference should be had to the prospectus supplement of AltaGadPeéatsdber 6, 2013

relating to the issue of tHeerieskE Shares Each suclprospectus qaplement has been filed with, and may be retrieved

from, SEDAR atwww.sedar.com
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Employees

At December 312013there were Bb71 individuals employed in AltaGdsusinesses

Gas 301
Power 79
Utilities 1,012
Corporate 179
Total 1571

Directors and Officers

As atMarch 1, 2014 the directors and executive officers of AltaGas Ltd., as a group, owned beneficially, directly or
indirectly, or exercised control or direction ov&©80,3080f the outstandingcommon ®ares or approximately2.4
percent of the outstandinQommon Bares As atMarch 1, 2014 certain of the directors and officers also had been
grantedoptions to acquire an aggregate2¢g890,550Common Bares

Directors

The number of directors dfltaGasis to be determined from time to time by resolution of the Board of DirecThe
number of directorsurrentlycomprisesine, of which eightareindependent directors.

The term of office of any director continues until the anmaakting of shareholderof AltaGasnext following the
directofs election or appointment or (if an election or appointment of a director is not held at such meeting or if such
meeting does not occur) until the date on which the dirscsaccessor is elected or appointed,aslier if the director

dies or resigns or is removed or disqualified, or until the dirscterm of office is terminated for any other reason in
accordance with the constating documentsAlk&dGas The shareholders arannually entitled to elect the Bahiof
Directors.

The following table sets forth theamesof the Directors of AltaGas Ltd. oWarch 1, 2014, their municipalities of
residenceandtheir principal occupations within the last five years.

Name of Director,

Municipality of Principal Occupation During the

Residence and Position  Past Five Years Director Since

David W. Cornhill® Mr. Cornhill is a founding member of AltaGas Service July 1, 2010

Calgary, Alberta, Canada predecessoto AltaGas. He has served @dairman and Chiel  pirector of the General Partner fro
Chairman and Chief Executive Officersince AltaGasServicesinceptionon April 1, May 1, 2004to June 302010
Executive Officer 1994 and was appointed as a Director of the General Partn

May 1, 2004. Prior to forming AltaGas Services, Mr. Cornl
served in the capdaes of Vice President Finance ar
Administration, and Treasurer of Alberta and Southern Co.
from 1991 to 1993 and as President and Chief Exect
Officer until March31, 1994

Director of AltaGas Services from
March28, 1994 to April30, 2004

Catherire M. Best? Ms. Bestis an independent businesswombfs. Best was the  November 30, 2011
Calgary, Alberta, Canada Executive VicePresident, Risk Management and Ch
Director Financial Officer of the Calgary Health Region from 2000

March 2009. Before joining the Calgary Health Region she
with Ernst & Young in Calgary for nineteen years, the last
as Corporate Audit Partner.

Allan L. EdgewortHl) Mr. Edgeworth has been thieresidentof ALE Energy Inc, a July 1, 2010
Calgary, Alberta, Canada private consulting company,since January 2005. Mr. Director of the General Partner fror
Director Edgeworth was théresident and Chief Executive Officef March?2. 2005to June 30. 2010

Alliance Pipeline Ltd. from 200Lntil December2004. Mr.
Edgeworth joined Alliance Pipeline Ltd. in 1998 Esecutive
Vice President and Chief Operating Officer.
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Name of Director,
Municipality of

Residence and Position

Principal Occupation During the
Past Five Years

Director Since

Hugh A. Fergussdf

Calgary, Alberta, Canada
Director

Mr. Fergusson is an independent businessman. Mr. Fergus:
currently President of Argyle Resources |n@ private
petrochemical and energy consulting organization. He retire
2004 as Vice President Hydrocarbons and Energy after ove
years of service with The Dow Chemical Company,
international chemicals company listed on numerous s
exchanges.

July 1, 2010

Director of the General Partner frot
May 7, 2008 to June 30, 2010

Daryl H. Gilbert ®®

Calgary, Alberta, Canada
Director

Mr. Gilbert joined JOG Capital Inc. in May 2008 as
Managing Director and Investment Committee Member. P
theretg Mr. Gilbert was anindependent businessmasince
January 200%rior to that, Mr. Gilbert waBresident and Chie
Executive Officer of Gilbert Laustsen Jung Associates |
(now GLJ Petroleum Consultants Ltd.an engineering
consulting firm.

July 1, 20D

Director of the General Partner frot
May 1, 2004to June 30, 2010

Director of AltaGas Services from
May 4, 2000 to April30, 2004

Robert B. Hodgin§®

Calgary, Alberta, Canada
Director

Mr. Hodgins has been aindependent businessmasince
November 2004Prior to that, Mr. Hodgins served as fBhief

Financial Officerof PengrowthCorporationfrom 2002 to 2004.
Prior to that, Mr. Hodgins held the position \éice President
and Treasureof Canadian Pacific Limited 1998 to 20@hd

was ChiefFinancial Officer of TransCanada Pipelines Limit
from 1993 to 1998.

July 1, 2010

Director of the General Partner fror
March?2, 2005to June 30, 2010

Myron F. Kanik®@®

Qualicum Beach, British

Columbig Canada

Director

Mr. Kanik has been theresigntof Kanik and Associates Ltd.
an energy industry consulting compasince 1999Mr. Kanik
was President of the Canadian Energy Pipeline Associt
from 1993 to 1999, and prior thereto was with the Albe
Department of Energy where he served in various capac
including Deputy Minister.

July 1, 2010
Director of the General Partner
from May 1, 2004 to June 30, 201(

Director of AltaGas Services from
June 1, 2001 to AprB0, 2004

David F. Mackie®

Houston, Texas, United

States

Director

Mr. Mackie is a U.Sbased natural gaadustry consultant anc
venture capital investoMr. Mackie brings a broad range ¢
experience to thBoard ofDirectors, having spent more than :
years in various executive capacities, primarily with El P.
Natural Gas Co. and Transco Energy Co. Mr. Mackie also
extensive consulting experience with many senior enel
companies, including the Maritimes and Northeast Pipe
Project.

July 1, 2010

Director of the General Partner frot
May 1, 2004to June 30, 2010

Director of AltaGas Services from
Januaryl2, 1995 to April30,2004

M. Neil McCrank?®

Calgary, Alberta, Canada

Mr. McCrank is Counsel to the Calgary office of Bord
Ladner Gervais LLP. Mr. McCrank wa€hairman of the

July 1, 2010
Director of the General Partner fror

Director Alberta Energy and Utilities Board from 1998 until 20@Fior December 10. 2006 June 30
thereto, Mr. McCrank was with the Alberta Department 51
Justice, serving in various capacities, including Deputy Mini:
of Justice from 1989 to 1998.

Notes:

1)
3
®)

4)

®)

Independent director.

Lead director.
Mr. Daryl H. Gilbert, a director of AltaGas, was a director of Globel Direct, I@lopel') from December 1998 to Ju@609.Globel was the
subject of cease trade orders issued by the Alberta Securities Commiids$@i)(on November 22, 2002 and the British Columbia Securities
Commission (BCSC') on November 20, 2002 for failure to file certain financial statem&itdel filed such financial statements and the cease
trade orders were revoked on December 20, 200Dandmber 23, 2002, respectiveBn June 12, 2007, Globel was granted protection from its
creditors
December 7, 2007, following whicthe monitor was discharged on December 12, 2007 and a receiver/manager was aSpbijeteido the
completion of matters relating to the wing of the administration of the receivership, the receiver was discharged on September@Glo2@08.
ceasedoperations, and as a result became the subject of cease trade orders issued by the ASC on September 24, 2008 and the BCSC on
September 30, 2008 for failure to file certain disclosure docuntghuisel was struck from the Alberta corporate registry on 2,2609.
Mr. Robert B. Hodgins, a director of AltaGas, was a director of Skope Energy $kopg) from December 15, 2010 to February 19, 2@3.

November 27, 2012, Skope was granted protect i ompurshiantaarthe ot nsp acnri eedsidt o r
Creditors Arrangement AcA pl an of compromise and arrangement was approved by t
2013, and was sanctioned by the Court of Queends Bench of Alberta

the Court of

by

Mr. M. Neil McCrank, a director of AltaGas, was, frahaly 17, 20080 April 5, 2011, a director of MegaWest Energy CorpMegaWest), a

reporting issuer in the provinces of Alberta and British Columbia. On September 7, 2010, a cease trade ordedvgsties#SC against
MegaWest
the year ended April 30, 2010. On September 8, 2010, the BCSC issued a cease tradeiosidviegaWest for failure to file its annual audited

fi

nanci al

for

failure to file its annual

statements and managementﬁs

di scussion

audi ted
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ended April 30, 2009 and 2018uch filings were completl by MegaWest in September and October of 2010 and revocation orders were issued
by the ASC and BCSC on October 22, 2010.
(6) Mr. Cornhill is not considered to be an independent director as he is an executive offitaGafs

AltaGas has four committeesf the Board of Directors: (1) Audit, (2) Governance, (3) Human Resources and
Compensation"HRC') Committee and (4) Environment, Occupational Health and Safe®H&S"') Committee.The
members of each of these committees, as of Decemb2033 ,are iderified below:

Director Audit Committee Governance HRC Committee EOH&S Committee
Committee

David W. Cornhill \%
Catherine M. Best \%
Allan L. Edgeworth V Chair
Hugh A. Fergusson V V
Daryl H. Gilbert Chair \%
Robert B. Hodgins Chair V
Myron F. Kanik Chair V
David F. Mackie V \%
M. Neil McCrank V \%

Executive Officers

The names, municipality of residence and position of each otuhentexecutive officers of AltaGas Ltd. are as
follows:

Name of Officer, Municipality of Residence and

Position with AltaGas Ltd. Principal Occupation During the Past Five Years

David W. Cornhill Chairman and Chief Executive Officeff AltaGas since July 1, 201
Calgary, Alberta, Canada Chairman and Chief Executive Officer thfe General Partner from 20C
Chairman and Chief Executive Officer to June 30, 2010 and AfSI from 1994 to 2004.

Dennis A. Dawson Vice President General Counsel a@drporate Secretarpf AltaGas
Calgary, Alberta, Canada since 1998.

Vice President, General Counsel and Corpol

Secretary

David M. Harris Chief Operating Officer of AltaGas fromugust 2013President Gas an
Calgary, AlbertaCanada Power of AltaGadrom December 2018 August 2013President Powel
Chief Operating Officer of AltaGas from May 2011to December 2012Vice President Major

Projects Power of AltaGas from October 2010 to May 2011. Ger
ManagerrForrest Kerr of AltaGas from June 2010 to October 2010. F
thereto President and Chief Operating Officer of MW PowapCfrom
March 2009 to June 2010; Senior Vice President of Enginee
ProcuremenandConstruction of NRG Energy Inc. from November 20
to March 2009

John E. Lowe Executive Vice President Corporate Development of AltaGas f
Calgary, Alberta, Canada December 201President AltaGas Utility Group Inc. fro@ctober 2011
Executive VicePresidentCorporate Development to December 2012Partnerwith the law firm ofBurnet, Duckworthand

Palmer LLP fromSeptembeR005to October2011
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Name of Officer, Municipality of Residence and
Position with AltaGas Ltd.

Principal Occupation During the Past Five Years

Deborah S. Stein

DeWinton Alberta, Canada

SeniorVice President Finance and Chief Financ
Officer

SeniorVice President Finance and Chief Financial OffioérAltaGas
from May 2011.Vice President Finance and Chief Financial Officer
AltaGas fromJuly 2010to May 2011 Vice President Finance and Chi
Financial Officer of the General Partner from January 2008 to June :
Vice President Finance from January 2007 to January 2008.

President Controller from October 2005 to January 2007. Vicadere
Corporate Risk from January to October 2005. Manager Inve
Relations TransCanada Corporation from 2001 to 2005.

Kent E. Stout
Airdrie, Alberta, Canada
Vice President Corporate Resources

Vice President Corporate Resouraafs AltaGas since 2002. Directot
Human Resources from 1999 to 2002.

David R. Wright
Calgary, Alberta, Canada

Executive Vice Presidentf AltaGasfrom December 2012Executive
Vice President Strategy and Corporate DevelopmenAl@aGas from

Executive Vice President July 2010to December 2012Executive Vice President Strategy a
Corporate Development of the General Partner from January 20!
June 30, 2010. Executive Vice Presidefitthe General Partndrom
January 2007 to January 2008. Executive sottant from 2005 to
January 2007. Executive Vice President General Counsel and Corj
Secretaryof EPCOR Utilities Inc. from 2001 to 2005. Prior there

Partner with Borden Ladner Gervais LLP and Howard Mackie.

Audit Committee

Audit CommitteeMandate

See attached Schedule A the Audit Committee Mandate
Composition of the Audit Committee

The Committee is currently comprised @atherine M. BestAllan L. Edgeworth Hugh A. Fergusson andobert B.
Hodgins.Robert B. Hodginsgs the chair of the Committee. All of the members of the Committee are independent and
financially literate as defined under Canadian securities law.

Relevant Education and Experience

Catherine M. Bestvas the Executive VicePresident, Risk Managementdahief Financial Officer of the Calgary
Health Region from 2000 to March 2009. Before joining the Calgary Health Region she was with Ernst &.¥Bung
Calgary for nineteen years, the last ten as Corporate Audit Partner.

Allan L. Edgeworth has beendhPresident of ALE Energy Inc. since January 20@56.Edgeworth was the President
and (hief Executive Officer of Alliance Pipeline from 2001 until December 2004. Mr. Edgeworth joined Alliance
Pipeline in 1998 as Executive Vice President and Chief Opgréxficer. Prior to that, Mr. Edgeworth spent almost 20
years with Westcoast Enerdgic. where he held various positions including Vice President of Pipeline Operations
Senior Vice President of Regulatory Affaaad President Pipeline Division

Hugh A. Fergusson has been President of Argyle Resources Inc., a private energy consulting organization, since 2004.
Mr. Fergusson was employed for over 25 years with Dow Chemical Company, an international chemicals company.
Prior to his retirement from Dow Chemic@ompany in 2004, Mr. Fergusson was Vice President, Hydrocarbons and
Energy.

Robert B. Hodgins has been emlependenbusinessmasinceNovember 2004. Prior tthat Mr. Hodgins was Chief
Financial Officer at Pengrowth Energy Trust from 2002 to 2004. Hbdgins was Vice President and Treasurer at
Canadian Pacific Limited from 1998 to 2002 and Chief Financial Officer of TransCanada PipeLines Limited from 1993
to 1998.Mr. Hodgins has an Honours Degree in Business from the Richard lvey School of BusthesSmiversity of
Western Ontari@nd isa Chartered Accountant in Ontario and Alberta.
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Pre-Approval Policies and Procedures

As set forth in the Committ&echarter, the Committee must faeprove all noraudit services provided by the external
auditorand has direct responsibility for overseeing the work of the external auditor.

External Auditor Service Fees by Category

The fees billed by Ernst & Young LLP (E&YAQltaGas external auditorsgjuring2013and2012were as follows:

Category of External Auditor Service Fee 2013 2012
Audit Fees $1,757,769 $1,007,707
Audit-Related Fed8 $34,163 $15,740
Tax Fee® $52,919 $--
All Other Fee§) $339,518 $425,239
TOTAL $2,184,369 $1,448,686
Notes:

(1) Represent the aggregate fees billed byyH&r assurance and related services that were reasonably related to the performance of the audit or
review of Al taGasdé financial st at e mé&he thature aohtbe sendcesewasnfor tCanademp Bublic e d u n
Accountability Board"CPAB") registration costs.

(2) Represent the aggregate fees billed by E&Y for professional services for tax compliance, tax advice and tax plannioge dhéheatervices
was tax advice.

(3) Represent the aggregate fees billed by E&Y for products and sereiter than those reported with respect to the other categories of service
fees.The nature of the services was for translation services and services required for' plthGaginance activities.

RISK FACTORS
RISKS RELATING TO THE CORPORATION

A security holder should consider carefully the risk factors set out below. In addition, prospective security holders should
carefully review and consider all other information contained in this Annual Information Form before making an
investment decision anconsult their own experts where necessary. These risks are applicable to 'AdtaGag
operations and AltaGasxpected future operations.

General Economic Conditions

AltaGas operations are affected by the condition and overall strength of the ecorad@iasada and the U.Buring
economic downturnshé demand fothe products andervices that AltaGas provides and the supply of or demand for
power, natural gas and NGLs mlag adversely affected he occurrence of periods pbor economic conditions dow

or negative economic growtlould have aradverse impact oAltaGas results.

Capital Markets

AltaGasmay have restricted access to capital and increased borrowing AegtkaGas future capital expenditures will
be financed out of cash generated from operations, borrowings and possible future equifjta@as ability to do so
is dependent on, among other factors, the overall state of capital markets and ideestodfor investments in the
energy industry andltaGas securities in particular.

To the extent that external sources of capital become limited or unavailable or available on onerousltégBias,
ability to make capital investments and maintain existassets may be impaired, and its assets, liabilities, business,
financial condition, results of operations atididendsmay be materially and adversely affected as a result.

Based on current funds available and expected cash from operafiazasbelieves it has sufficient funds available to

fund its projected capital expenditures. However, if cash flow from operations is lower than expected or capital costs for
these projects exceed current estimates, dkltiGas incurs major unanticipated expensetated toconstruction,
development or maintenance of its existing assets, it may be required to seek additional capital to maintain its capital
expenditures at planned levels. Failure to obtain financing necessalya@as capital expenditure plameay result in

a delay inAltaGas capital program or a decreasedimidends
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Potential Sales of AdditionalShares

AltaGas may issue additionahares in the future to directly or indirectly fund capital expenditure requirements of
entities now ohereafter owned directly or indirectly by AltaGas, including fineg@acquisitions by those entities. Such
additionalshares may be issued without the approval of shareholders. Shareholders will haveemptpre rights in
connection with such additiohssues. The Board of Directors has discretion in connection with the price and the other
terms of the issue of such additioshhres.

Variability of Di vidends

The cash available for dividend tshareholders is a function of numerous factors, includina@as' financial
performance, the impact of interest rates, electricity prices, natural gas and NGL prices, debt covenants and obligations,
working capital requirements and future capital requirements. Dividends may be reduced or suspended entirely
depenthg on the operations of AltaGas and the performance of its assets.

The market value of AltaGasares may deteriorate if AltaGas is unable to meet its dividend targets in the future, and
that deterioration may be material.

Changes in Legislation

Environmental and applicable operating legislation may be changed in a manner which adversely affects AltaGas
through the imposition of restrictions on its business activities or by the introduction of regulations that increask AltaGas
operating costs thereby imdctly affecting AltaGas and potentially reducing dividends to shareholders.

Income tax laws relating to AltaGas its affiliatesmay be changed in a manner which adversely affects shareholders.
Debt Service

AltaGas or its affiliates may, from time to tanfinance a significant portion of their operations through debt. Amounts
paid in respect of interest and principal on debt incurred by these entities may impair the ability to satisfy any ebligation
under its indebtedness held by AltaGadisectly or indrectly. Variations in interest rates and scheduled principal
repayments could result in significant changes in the amount required to be applied to debt service. Ultimately, this could
reduce dividends to shareholders.

Loans to AltaGas or its affiliatesrea subject to customary covenants and financial tests which may in certain
circumstances restrict AltaGability to make dividends to shareholders.

Underinsured and Uninsured Losses

AltaGas maintais insurance coverage at all times in respect of cegiatential liabilities and the accidental loss of

value of certain of its assets, in amounts and with such insurers as it considers appropriate, taking into account relevant
factors. It is anticipated that such insurance covevalipe maintained, howevehere can be no assurance that AltaGas

will be able to obtain or maintain adequate coverage in the future or at rates it considers reasonable. Further, there can be
no assurance that available insurance will cover all losses or liabilities that miggtiraihe conduct of AltaGas
business. The occurrence of a significant uninsured claim, a claim in excess of the insurance coverage limits maintained
by AltaGas, or a claim that falls within a significant seured retention could have a material adegeeffect on

AltaGas business or its results.

Refinancing Risk

Each of the credit facilities has a maturity date, on which date absent replacement, extension or renewal, the
indebtedness under the respective credit facility becomes repayableeintirety. To the extent any of the credit
facilities are not replaced or extended on or before their respective maturity dates or are not replaced, extended or
renewed for the same or similar amounts or on the same or similar terms, Adthiigsto fund ongoing operations and

pay dividendscould be impaired.

Operating Risk

As AltaGas continues to grow and diversify its energy infrastructure businesses, the risk profile of AltaGas may change.
Operating entities may enter into or expand business segmikate there is greater economic exposure and more "at
risk" capital. AltaGa'sexpectation of higher returns from these businesses justifies the level of risk. In addition AltaGas
enters into these businesses on the basis that these risks can be actiaglyddiaGas businesseare subject to the

risks normally associated with the operation and development of naturdN@asand power systems and facilities,
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including mechanical failuretransportation problemsphysical degradation, operator error, matacturer defects,
sabotage, terrorism, failure of supply, weather, wind or water resource deviation, catastrophic events and natural
disasters. The occurrence or continuation of any of these events could increase' AttatSeend reduce its ability to
processstore transportdeliveror distributenatural ga®r NGLsor generate or deliver power.

AltaGas does not operatertain facilities, includinghe power plant from which power is generated unde6Gtiance
PPAs. Failure by the operators of $hefacilities to operate at the cost or in the manner projected by AltaGas could
negatively affect AltaGasesults.

Volume Throughput

AltaGas businessegrocesstransport and stoneatural gasethane NGLs and other commoditiesThroughputwithin
the usinesds dependent on a number of factar€luding the level of exploration and developmadtivity within the
WCSB, the longerm supply and demand dynamics for natural gdsane and NGLand the regulatory environment
for market participantsThes factors may result in AltaGas being unable to maintain througBposequently, AltaGas
may be exposed to declining cash flows and profitability arising from reduced natyretlgase and NGthroughput
and from rising operating costs.

Market Risk
AltaGas is exposed to market risks resulting from movements in commodity prices and interest rates.
Composition Risk

The extraction business is influencedtbg compositionof natural gas produced in the WCSB and processed at AltaGas
facilities. The composition of the gas stream has the potential to vary over time due to factors such as the level of
processing done at plants upstream of Alta@adities and the composition of the natural gas produced from reservoirs
upstream of AlGasfacilities.

Natural Gas Supply Risk

Adequate supplies of natural gas may not be available to satisfy committed obligations as a result of economic events,
natural occurrences and/or failure of a counterparty to perform under a gas purchase contract.

BiomassSupply Risk

Adequate supplies of biomass fuel may not be available to satisfy committed obligations as a result of economic events,
natural occurrences and/or failure of a counterparty to perform under a supply contract

Electricity Prices

AltaGas revenue from salesf power in Albertaare subject to Alberta electricity market factors such as fluctuating
supply and demand, which may be affected by weather, customer usage, economic activity and growth. AltaGas reduces
its exposure to floating eleatity prices by locking in margins with financial instruments and signing fixéce sales
arrangements with engse customers for terms of up to 8 ye®swer generated from both Bear Mountain and Busch
Ranch is not currently exposed to power priceatility as the power generated is sold at a fixed price for 25 years, with
escalation factors of 50 percent of CPI and 2 percent, respectively. In addition, power sold from the Medfaiiveun

power generation facility is not exposed to power pricatldy as the power generated is sold at a fixed price for 20
years escalated at 50 percent of CPIl. Power sold from the Grayling Generating Station in Michigan and the Craven
County wood biomass power facility in North Carolina is not exposed to markesspnd is sold under losigrm

PPAs Gasfired generation capacity at Blythe Energy is operating under atéyng PPA with SCE and serves the
CAISO market. Due to the structure of the léegmn PPA, the majority of the facilig/revenusare derived fom being

available to produce and not the actual production, therefore providing stable cash flows.

Interest Rates

AltaGas is exposed to interest rate fluctuations on variable rateldighest rates are influenced by Canadidrs.and
global economic @nditions beyond AltaGasontrol.

Regulatory

AltaGas businesses are subjectaxtensive and complex laws areulatiors in the jurisdictions in which they carry on
businessChanges in the regulatory environment may be beyond Alta@asol and may significantly affect AltaGas
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businesses, results of operations and financial conditRipslines and facilities can be subject to common carrier and
common processor applications and to rate setting by the regulatory authoritieseiretihean agreement on fees or

tariffs cannot be reached with producers. Power facilities are subject to regulatory approvals and regulatory changes in
tariffs, market structure and penalties. ABING Heritage Gasnd SEMCO Energgperate in regulated matplaces

where regulatory approval is required for the regulated returns that provide for recovery of costs and a return on capital
and maylimit the ability to make and implement independemnagement decisions, including setting ratesrged to
custonersandissuing deht

Regulations and laws are subject to ongoing policy initiatives, Atalsas cannot predict the futureourse of
regulations or legislation and their respective ultimate effest®\ltaGas or Petrogas$uch changes could materially
impactAltaGas business, financial position and results of operations.

Counterparty and Credit Risk

AltaGas is exposed to creditlated losses in the event that counterparties to contracts fail to fulfill their present or future
obligations to AltaGas. AdtGascredit policy details the parameters used to grant, measure, monitor and report on credit
provided to counterparties. AltaGas seeks to reduce counterparty risk by conducting credit reviews on counterparties in
order to establish specific credit limibn clients, both prior to providing products or services and on a recurring basis.

In addition, AltaGas seeks to include credit mitigation clauses in its contracts which allow for AltaGas to obtain financial
or performance assurances from counterpautieker certain circumstances. AltaGas provides an allowance for doubtful
accounts in the normal course of its business.

AltaGas has credit risk relating to numerous industrial, commercial and institutional counterparties. AltaGas seeks to
avoid excessive ancentration of risk associated with any particular industry or counterpartgiversifying its
counterparties

Foreign Exchange Risk

AltaGas is exposed to foreign exchange risk through its investments in the United States. Changes in the Canada/United
States exchange rate could impact the earnings of AltaGas, the value of the United States investments and the cash
generated from the Uteid States businesses.

Collateral

AltaGas is able to obtain unsecured credit limits from its counterparties in order to loakeinoacklectricity margins

and also to procure natural gas supply and services for its energy services business. ffacbestzedit exposure to
AltaGas exceeds the unsecured credit limits granted, AltaGas may have to provide collateral in the form of letters of
credit.

REP Agreements

If AltaGas becomes insolvent or is in material default under the terms of the Regn#emts for an extended period,
effective ownership of the natural gas processing plant within the Harmattan Complex can be claimed by the original
Harmattan Complex owners for a nominal fee. Accordingly, under these circumstances, AltaGas could lose its
investment in the natural gas processing plant, excluding the Caroline Pipeline and various ancillary facilities that are
owned 100 percent by AltaGas.

Harmattan Complex - Environment

Management has identified environmental issues associated with the qtridiiea of the Harmattan Complex. There

are indications of significant groundwater and soil contamination resulting from the Harmattan C®rppiex
activities. There is a risk that the costs of addressing these environmental issues could be sigmiferarironmental
allocation agreement is in place with the former operator which allocates the liability. This agreement significantly
reduces the soil contamination liability and eliminates the groundwater contamination liability to AltaGas.

Labour Relations

The operations and maintenance staff aBlythe Energy Center, théounger Extraction Plant and some employees of
AUI, PNG and SEMCO Energare members o& labour wion. Labour disruptions could restrict the ability of the
Blythe Energy Centeiotgenerate power, the ability of tiy@unger Extraction Plant to process natural gas and produce
NGLs or could affect AUk, PNGs or SEMCO Energy operationsand thereforeeould affect AltaGascash flowand

net income
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Aboriginal Land Claims

Aboriginal peoples have claimed aboriginal title and rights to a substantial portion of the lands in western Saclada.
claims, if successful, could have a significant adverse effect on natural gas prqddetieloppment of natural gas
projectsand pover development and generatimnAlberta and British Columbia which could have a materially adverse
effect on the volume of natural gas processedl&Gas facilities, the power produced by AltaGas facilities or on
operation ordevelopment of facilitiesfor gathering and processingNG, LPG, natural gas distributionpower
generation or extraction and transmission.

Crown Duty to Consult First Nations

The federal and provincial governments in Canada have a duty to consult and, where appropriate, ateommoda
aboriginal people where the interests of the aboriginal peoples may be affected by a Crown action or decision.
Accordingly, the Crowls duty may result in regulatory approvals being delayed or not being obtained.

Construction and Development

The developmentconstructionand future operation afatural gasnatural gas distributioand power facilitiescan be
affected adversely bghanges in government policy and regulation, environmental concerns, increasgitahand
constructiorcosts,defects in constructiongonstruction delaysncreases ifnterest rateand competition in the industry.
In the event that any one of thefsetors emerges, the actual results may vary materially from projectimhsding
projectionsof costs, natural gdacility utilization or throughputpowerproduction, future revenue and earnings.

The construction andlevelopment ofAltaGas natural gasnatural gas distributioand power projects and their future
operations are subject &hanges in the policies addws of bothCanadian and U.Sederal provincial and state
governments, includingegulatory approvals ancegulations relating tdhe environment land use, health, culture,
conflicts of interest with other parties and other matters beyond the dirémlcaf AltaGas.

Weather and Long Term Wind or Hydrology Data

AltaGas run-of-river hydroelectricpower projects may be subject to significant variations in the stream flow necessary
for power generation. AltaGas relies on hydrological studies and degenfiom thatsufficient water flowis available to
generate sufficient electricity to determine the economic viability of its projects. There can be no assurance that the long
term historical water availability will remain unchanged or that no materdolygic event will impact the hydrologic
conditions that exist within the watersheds. Annaad seasonatieviations from the longerm average can be
significant.

AltaGas wind power projects may be subject to significant variationsind which could dfect theamount of power
generated AltaGas relies on wind studies and data to confinat sufficient wind flows are available to generate
sufficient electricity to determine the economic viability of its projects. There can be no assurance that-tdeniong
historical wind patterns will remain unchanged. Annaall seasonaleviations from the longerm average can be
significant.

The utilities and natural gas distribution business is highly seasonal, with the majority of natural gas demand occurring
during the winter heating season, the length of which varies in each jurisdiction. Natural gas distribution revenue during
the winter typically accounts for the largest share of annual reverthe Utilities businessThere can be no assurance

that the log-term historical veathermpatterns will remain unchanged. Annaald seasonaleviations from the longerm

average can be significant.

Key Personnel

AltaGas success has been largely dependent on the skills and expertise of its key personnel. The sotieese of
AltaGas will be dependent on its ability to retain such persoaneélto attract additional talented personnel to the
organizationAccess to a sustained labour market from which to attract the required expertise, knowledge and experience
is acritical factor to AltaGassuccessCosts associated witittracting andetaining key personnel could adversely affect
AltaGas business operations and financial results.

Information and Control Systems

Unethical, illegal or impropesaccess to ouseof AltaGas information and control systems could cause Alta@Ggascal
systems or sensitive information to be compromisefrmation and control systems by their nature are complex and
interdependent. Compromise of the systems or failure of the systand adversely affect AltaGalsusiness operations
and financial results.
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