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Management’s Report

To the Unitholders of Fort Chicago Energy Partners L.P.

The consolidated financial statements of Fort Chicago Energy Partners L.P. (“Fort Chicago”) and all information
contained in this annual report are the responsibility of the management of Fort Chicago Energy Management Ltd.
(the “General Partner”), the general partner of Fort Chicago.

The consolidated financial statements have been prepared by the management of the General Partner in accordance
with accounting principles generally accepted in Canada. If alternative accounting methods exist, management has
chosen those it deems most appropriate in the circumstances. Financial statements are not precise since they include
certain amounts based on estimates and judgements. Actual results may differ from these estimates and judgements.
Management has ensured that these consolidated financial statements are presented fairly in all material respects.

Management maintains internal accounting and administrative controls designed to provide reasonable assurance that
the financial information contained in this annual report is, in all material respects, relevant, reliable and accurate, and
that assets are appropriately accounted for and adequately safeguarded.

The Board of Directors of the General Partner is responsible for reviewing and approving Fort Chicago’s annual
consolidated financial statements and, primarily through its Audit Committee, for ensuring that management fulfills its
responsibilities for financial reporting and internal control.

The Audit Committee is comprised of five independent and financially literate board members that meet regularly
during the year with management and the external auditors to satisfy itself that management’s responsibilities are
being discharged; to review and approve the interim consolidated financial statements, Management’s Discussion and
Analysis and other information contained in Fort Chicago’s interim reports prior to their release; and to review the
annual consolidated financial statements, Management’s Discussion and Analysis and other information contained in
Fort Chicago’s Annual Report, as well as its Annual Information Form prior to submitting them to the Board of Directors
for approval.

The independent external auditors, PricewaterhouseCoopers LLP, have been appointed by the Unitholders of Fort
Chicago to express an opinion as to whether the consolidated financial statements of Fort Chicago present fairly, in all
material respects, its financial position as at December 31, 2009 and 2008 and its results of operations and cash flows
for the years then ended in accordance with Canadian generally accepted accounting principles.

Stephen H. White Richard G. Weech
President and Chief Executive Officer Vice President, Finance and Chief Financial Officer
March 2, 2010
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Auditors’ Report

To the Unitholders of Fort Chicago Energy Partners L.P.

We have audited the consolidated statement of financial position of Fort Chicago Energy Partners L.P.

(the “Partnership”) as at December 31, 2009 and 2008 and the consolidated statements of income and cumulative
income, of comprehensive income and cumulative other comprehensive income and of cash flows for each of the years
in the two year period ended December 31, 2009. These consolidated financial statements are the responsibility of the
management of the Partnership’s general partner, Fort Chicago Energy Management Ltd. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Partnership as at December 31, 2009 and 2008 and the results of its operations and its cash flows for each of the years
in the two year period ended December 31, 2009 in accordance with Canadian generally accepted accounting principles.

%W@M LLP

Chartered Accountants
Calgary, Alberta
March 2, 2010
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Consolidated Statement of Financial Position

December 31,

December 31,

($ Thousands) 2009 2008
Assets
Current assets
Cash and short-term investments (note 4) 57,945 53,308
Restricted cash (note 5) 3,084 23,036
Transportation security deposits and revenue adjustments (note 6) 8,538 7,989
Receivables 59,155 61,935
Inventory 5,071 3,913
Prepaid expenses and other 9,848 12,349
143,641 162,530
Long-term receivables (note 7) 351,629 273,392
Pipeline, plant and other capital assets (note 9) 2,286,255 2,547,701
Intangible assets (note 10) 59,647 121,267
Other assets (note 11) 23,727 22,789
2,864,899 3,127,679
Liabilities
Current liabilities
Payables 91,264 112,623
Transportation security deposits 4,008 5,581
Distribution payable 6,406 11,162
Current portion of long-term senior debt (note 12) 145,014 88,773
Subordinated convertible debentures and exchangeable debentures (note 13) 49,302 25,717
295,994 243,856
Long-term senior debt (note 12) 1,534,689 1,753,503
Subordinated convertible debentures (note 13) - 23,909
Future taxes (note 16) 291,279 239,823
Other long-term liabilities (note 14) 44,211 66,001
2,166,173 2,327,092
Partners’ Equity
Partners’ capital account (note 15) 1,057,239 1,013,278
Cumulative other comprehensive loss (54,624) (7,306)
Cumulative net income 583,718 546,143
Cumulative distributions (887,607) (751,528)
698,726 800,587
2,864,899 3,127,679

Commitments and contingencies (note 17)

See accompanying Notes to the Consolidated Financial Statements

Approved by the Board of Directors of Fort Chicago Energy Management Ltd. as the General Partner of Fort Chicago

Energy Partners L.P.

David J. Drybrough
Director

WW%

Bertrand A. Valdman
Director
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Consolidated Statement of Income and Cumulative Income

Year ended December 31

($ Thousands, except per unit amounts) 2009 2008

Revenues
Operating revenues (note 7) 633,729 683,952
Interest and other 15,404 17,478
649,133 701,430

Expenses
Operations and maintenance 204,466 241,486
Depreciation and amortization 140,903 131,095
Interest and other finance (note 12) 103,401 108,577
General, administrative and project development 89,146 80,474
Foreign exchange and other 1,435 30,038
Asset impairment loss (note 8) 80,493 21,105
619,844 612,775
Net income before taxes 29,289 88,655
Current taxes (note 16) 16,330 24,378
Future taxes (note 16) (24,616) 2,778
Net income 37,575 61,499
Cumulative net income at the beginning of the year 546,143 484,644
Cumulative net income at the end of the year 583,718 546,143

Net income per Unit
Basic and diluted 0.28 0.46

Consolidated Statements of Comprehensive Income
and Cumulative Other Comprehensive Income

Year ended December 31

($ Thousands) 2009 2008

Net income 37,575 61,499
Other comprehensive income (loss), net of taxes
Cumulative translation adjustment
Unrealized foreign exchange gain (loss) on translation

of self-sustaining foreign operations (72,148) 94,140
Deemed realization of cumulative translation adjustment

reclassified to net income 7,150 26,957

Gain (loss) on hedge of self-sustaining foreign operation 15,419 (24,190)

Fair value loss transferred to net income 1,427 -

Other 834 (2,121)

(47,318) 94,786

Comprehensive income (loss) (9,743) 156,285

Cumulative other comprehensive loss at the beginning of the year (7,306) (102,092)

Other comprehensive income (loss), net of taxes (47,318) 94,786

Cumulative other comprehensive loss at the end of the year (54,624) (7,306)

See accompanying Notes to the Consolidated Financial Statements
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Consolidated Statement of Cash Flows

Year ended December 31

($ Thousands, except per unit amounts) 2009 2008
Operating
Net income 37,575 61,499
Non-cash transportation revenue (note 7) (12,571) (18,003)
Depreciation, amortization and other non-cash items 138,716 127,457
Unrealized foreign exchange loss 4,030 33,796
Future taxes (24,616) 2,778
Asset impairment loss (note 8) 80,493 21,105
Changes in non-cash working capital (12,884) 33,980
210,743 262,612
Financing
Long-term debt issued, net of issue costs 263,003 -
Long-term debt repaid (73,198) (68,562)
Net change in credit facilities (249,424) 49,961
Distributions paid (96,876) (132,942)
Other (4,744) 15,816
(161,239) (135,727)
Investing
Acquisition of Brush Il Generation Facility, net of cash acquired - (33,969)
Pipeline, plant and other capital assets (50,887) (139,026)
Restricted cash (note 5) 19,134 56,615
Other (1,610) (12,007)
Changes in non-cash investing working capital (6,455) 855
(39,818) (127,532)
Increase (decrease) in cash and short-term investments before the effect of
foreign exchange rate changes on cash and short-term investments 9,686 (647)
Effect of foreign exchange rate changes on cash and short-term investments (5,049) 10,504
Cash and short-term investments at the beginning of the year 53,308 43,451
Cash and short-term investments at the end of the year 57,945 53,308
Cash and short-term investments 34,598 31,727
Cash and short-term investments in trust 23,347 21,581
57,945 53,308
Supplemental disclosure of cash flow information
Interest paid 101,849 114,208
Taxes paid, net of refunds received 36,917 1,674

See accompanying Notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements

Year ended December 31, 2009

1. BUSINESS AND STRUCTURE OF THE PARTNERSHIP

Fort Chicago Energy Partners L.P. (the “Partnership”) is a publicly traded limited partnership, created under the laws of
the Province of Alberta on October 9, 1997. Fort Chicago Energy Management Ltd. (the “General Partner”) manages the
Partnership and is reimbursed for its costs and expenses. The Partnership’s principal activities include investing in and
managing businesses that generate, transport, store, market, process or produce energy, minerals or chemicals.

Currently, the Partnership’s principal investments are in pipeline, natural gas liquids (“NGL”) and power businesses.

Ownership
Interest (%)

Entity @

Business Description

Pipeline Business 50 Alliance Pipeline Limited Partnership  Alliance owns a 3,000-kilometre natural
(“Alliance Canada”) gas pipeline comprised of a mainline
Alliance Pipeline L.P. (“Alliance US”) and various connecting lateral pipelines.
(Collectively “Alliance” or “Alliance The Alliance pipeline extends from
Pipeline”) northeastern British Columbia to points
near Chicago, lllinois.
100 Alberta Ethane Gathering System L.P. AEGS owns a 1,324-kilometre pipeline
(“AEGS”) that transports pure ethane from
various Alberta ethane extraction
plants to Alberta’s major petrochemical
complexes located near Joffre and
Fort Saskatchewan, Alberta.
NGL Business 50 Aux Sable Canada L.P. Aux Sable Canada owns:

(Collectively
“Aux Sable”)

Sable NGL Canada L.P.
(Collectively “Aux Sable Canada”)

¢ an off-gas processing facility in Fort
Saskatchewan, Alberta,

¢ a natural gas processing plant in
northeastern British Columbia, and

¢ is constructing a natural gas pipeline
to connect its gas plant to the
Alliance pipeline.

42.7

Aux Sable Liquid Products L.P.
(“Aux Sable U.S.”)

Alliance Canada Marketing L.P.
(“Alliance Canada Marketing”)

Aux Sable US owns:

* an NGL extraction and fractionation
facility near the terminus of the
Alliance pipeline,

» storage facilities,

* downstream pipelines,

* loading facilities, and

* long-term natural gas transportation
capacity on the Alliance pipeline.
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Power Business 100 e Fort Chicago Power Ltd. (together Fort Chicago Power owns:
with its subsidiaries referred to as ¢ one gas-fired power cogeneration
“Fort Chicago Power”) facility and two district energy

systems located in Canada; and

¢ two gas-fired cogeneration facilities
and one combined cycle generation
facility located in the United States.

50 « NRGreen Power Limited Partnership NRGreen owns four waste-heat power
(“NRGreen”) generation facilities located at Alliance’s
Saskatchewan compressor stations.
50 ¢ East Windsor Cogeneration LP East Windsor Cogeneration owns
(“East Windsor Cogeneration”) a cogeneration facility in Windsor,

Ontario (the “East Windsor
Cogeneration Facility”).

12 ¢ Pristine Power Inc. (“Pristine”) Pristine is a publicly traded power
(2008 - 10.9) development company.

(1) Where applicable, defined entities include the respective managing general partner.

In November 2009, the board of directors of the General Partner announced that prior to January 1, 2011, the Partnership
will be restructured from a limited partnership to a taxable Canadian corporation.

2. BASIS OF PRESENTATION

The General Partner has prepared these consolidated financial statements in accordance with Canadian generally
accepted accounting principles (“GAAP”). These consolidated financial statements include the accounts of the
Partnership and its intermediary subsidiaries (collectively “Fort Chicago”), AEGS, Fort Chicago Power, and the
Partnership’s proportionate interests in Alliance, Aux Sable, NRGreen, and East Windsor Cogeneration, which are jointly
controlled businesses and are, therefore, proportionately consolidated.

Investments in which Fort Chicago does not have control or joint control, but does have significant influence, are
accounted for using the equity method. Investments in which Fort Chicago does not have significant influence are
accounted for using the cost method.

Alliance Pipeline is regulated by the National Energy Board (“NEB”) in Canada and by the Federal Energy Regulatory
Commission (“FERC”) in the United States. The Partnership has adopted accounting and reporting requirements
applicable to rate-regulated entities in connection with Alliance. The requirements provide for certain revenues and
expenses being recognized differently than otherwise expected under GAAP applicable to non-regulated businesses.
None of Fort Chicago’s other businesses are rate-regulated entities.

The preparation of financial statements in accordance with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, contingent assets and liabilities, revenues and
expenses. Actual amounts could differ from these estimates. Significant estimates used in the preparation of these
consolidated financial statements relate to the determination of any impairment in the carried value of long-term
assets, the estimated useful lives over which certain assets are depreciated or amortized, and the measurement of asset
retirement obligations.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES OF THE PARTNERSHIP

New Accounting Pronouncements

Goodwill and Intangible Assets

Effective January 1, 2009, the Partnership adopted the new CICA Handbook Section 3064 “Goodwill and Intangible
Assets”. The new standard replaces Handbook Section 3062 “Goodwill and Other Intangible Assets”, establishing
standards for recognition, measurement, presentation and disclosure of goodwill and intangible assets. Adoption of this
new standard did not have a material impact on the Partnership.

Accounting for the Effects of Rate Regulation

In August 2007, the Canadian Accounting Standards Board published its decision in respect of Rate-Regulated
Operations. Much of the existing accounting guidance related to rate-regulated operations has been retained, however,
the exemption from the requirement to record future income taxes, as previously provided in CICA Handbook Section
3465, “Income Taxes”, and the exemption from CICA Handbook Section 1100, “Generally Accepted Accounting
Principles”, has been removed, effective January 1, 2009. The Partnership adopted these changes effective

January 1, 2009 and the principal effect was the balance sheet recognition of future Canadian income tax liabilities
associated with Alliance, equally offset by regulatory assets.

International Financial Reporting Standards

In February 2008, the CICA Accounting Standards Board confirmed that all Canadian publicly accountable enterprises
will be required to retrospectively adopt International Financial Reporting Standards (“IFRS”) for interim and annual
reporting purposes for fiscal years beginning on or after January 1, 2011. Fort Chicago is currently assessing the impact
of the convergence of Canadian GAAP with IFRS on its results of operations, financial position and disclosures. This
impact cannot be determined until certain IFRS standards, including the currently outstanding Exposure Drafts
“Rate-Regulated Activities” and “Joint Arrangements” are adopted as final standards.

Business Combinations

The CICA issued Section 1582 “Business Combinations”, which replaces Section 1581. The new standard aligns accounting
for business combinations under Canadian GAAP with IFRS. Under the new standard, assets and liabilities acquired in

a business combination are to be measured at fair value at the acquisition date. The standard also requires acquisition
related costs such as advisory and legal fees to be expensed in the period they are incurred. The adoption of the revised
standard will impact the accounting treatment of future business combinations. While the standard is effective for
business combinations occurring on or after January 1, 2011, earlier adoption is permitted. The partnership intends to
adopt this standard effective January 1, 2011.

Cash and Short-term Investments

Cash and short-term investments comprise cash and highly liquid investments with original maturities of 90 days
or less and carrying values which approximate market value. A portion of these short-term investments are held in
trust accounts, the majority of which are permitted to be used for operating, capital expenditure and working
capital purposes.




FORT CHICAGO 9 2009 FINANCIAL REPORT

Pipeline, Plant and Other Capital Assets

Fixed asset category Measurement Depreciation policy and rates (per annum)
Pipeline Cost Straight-line basis at four percent
Plant Cost Straight-line basis over the life of the asset with rates ranging from three to 33 percent
Power facilities Cost Straight-line basis over the life of the asset with rates ranging from three to 33 percent
Administrative Cost Straight-line basis over the life of the asset or the term of the lease, where applicable,
with rates ranging from 10 to 33 percent

Capital spares Lower of average Not depreciated

cost or net

realizable value

Pipeline, plant and other capital assets include an allowance for funds used during construction (“AFUDC”) of the
Alliance pipeline which have been capitalized based on the rate of return on rate base approved by regulators and are
expected to be recovered in future tolls. Accordingly, these costs are being amortized to earnings on a basis consistent
with the underlying assets.

Expenditures that increase or prolong the service life or capacity of an asset are capitalized. Maintenance and repair
costs are expensed as incurred. Construction work in progress, which includes capitalized interest, will be reclassified to
pipeline, plant and power facilities and depreciated over the estimated useful life upon commencement of operations.

Intangible assets

AEGS ethane transportation agreements (“ETAs”) are being amortized on a straight-line basis over the term of the
agreements. Fort Chicago Power’s customer relationships and agreements are being amortized on a straight-line basis
over periods ranging from 11 to 21 years.

Impairment of Pipeline, Plant and Other Capital Assets and Intangible Assets

The Partnership evaluates, at least annually, the pipeline, plant and other capital assets and intangible assets for
impairment when events or changes in circumstances indicate, in management’s judgement, that the carrying

value of such assets may not be recoverable. When such a determination is made, management’s estimate of the

sum of undiscounted future cash flows attributable to the assets is compared to the carrying value of the assets to
determine whether the recoverability of the carrying value has been impaired. If the carrying value exceeds the sum of
undiscounted cash flows, the carrying value of the assets is deemed to be impaired. The amount by which the carrying
value exceeds the estimated fair value is recognized as an impairment loss.

Judgements and assumptions are inherent in management’s estimate of the undiscounted future cash flows used to
determine recoverability of an asset and the estimate of an asset’s fair value used to calculate the amount of
any impairment.

Goodwill

Goodwill represents the amount by which the purchase price exceeds the fair value of the identifiable net assets
acquired in a business combination. Goodwill is not amortized, but is subject to a two-step impairment test, which
the Partnership evaluates at least annually, wherein any excess of the carrying value of goodwill over its fair value is
recognized as an impairment loss.

Asset Retirement Obligations

The estimated fair value of asset retirement obligations associated with tangible long-lived assets are recognized in
the period in which they are incurred if a reasonable estimate of a fair value can be determined. The asset retirement
obligation is capitalized as part of the cost of the related long-lived assets and is amortized over the remaining life
of the assets.
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Revenue Recognition

Alliance Pipeline transportation contracts are designed to provide toll revenues sufficient to recover the costs of
providing transportation service to shippers, including operating, maintenance and administrative costs, allowances for
depreciation, allowances for taxes, costs of indebtedness, and an allowed return on equity.

The period in which Alliance Pipeline transportation costs are recovered from toll receipts may differ from the period
these costs are expensed in the consolidated financial statements. Transportation revenues include amounts related

to accrued expenses that are expected to be recovered from shippers in future tolls. Similarly, no transportation

revenue is recognized in a given period for tolls received that do not relate to current period expenses accrued in these
consolidated financial statements. Differences between the recorded transportation revenue and actual toll receipts give
rise to receivable or payable balances, which are settled through future tolls.

If rate-regulated accounting was not used in respect of Alliance, the long-term receivable and the transportation revenue
adjustments in note 7 would not be recognized in these consolidated financial statements.

AEGS transportation revenue is based on toll charges and operating cost recoveries, including maintenance capital,
as provided for under the ETAs. Revenue is recognized at each receipt point and is subject to minimum take-or-pay
arrangements.

NGL revenues include revenues earned pursuant to the terms of a long-term agreement between Aux Sable and

BP Products North America, Inc. and affiliates thereof (“BP”) whereby Aux Sable agreed to sell all associated production
from its Channahon, lllinois facilities (“Channahon Facility”) to BP (“NGL Sales Agreement”). The NGL Sales Agreement
is being accounted for as an operating lease. Revenues earned in connection with the NGL Sales Agreement reflect
fixed and margin-based fees and the recovery of all associated operating costs with the exception of natural gas
make-up costs, which have been assumed by BP. NGL sales and purchases with parties other than BP, including those
which form part of the margin under the NGL Sales Agreement, are recorded on a gross basis. The margin-based
component of lease revenues, which under the NGL Sales Agreement is determined on an annual basis, is estimated and
recognized quarterly to the extent its realization is certain.

Power revenue derived from the sale of energy in the form of electricity, steam, hot water and chilled water is recognized
on the accrual basis upon delivery at rates pursuant to the relevant agreements. In addition, Fort Chicago Power receives
fixed capacity payments that are not dependent upon the amount of energy delivered to customers. This revenue is
recognized as earned on a monthly basis.

Project Development Costs

The Partnership expenses project development costs as incurred. Project development costs are only capitalized when,
in management’s judgement, certain commercial and regulatory criteria have been met, which make it probable that
such costs will be recoverable from a project’s future revenues. Capitalized project development costs are amortized on
a systematic basis over the applicable project’s useful life.

Foreign Currency Translation

The functional currency of the Partnership and its Canadian subsidiaries is the Canadian dollar. The Partnership’s
foreign operations are self-sustaining and are translated using the current rate method. Under this method all assets
and liabilities are translated into Canadian dollars using the exchange rate in effect at the balance sheet date, and all
revenues and expenses are translated into Canadian dollars at average exchange rates during the year. The resulting net
cumulative translation gain or loss is deferred and reported as a separate component of other comprehensive income.
A portion of such deferred translation gain or loss is recognized in net income when there has been an ownership
interest reduction in or distribution from such foreign subsidiaries.
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Long-term Incentive Compensation

Fort Chicago has a long-term employee incentive plan (“LTIP”), which grants notional units to each eligible employee.
The notional units are payable in cash at the date of vesting. Under Fort Chicago’s LTIP, notional units vest when certain
conditions are met, including the employee’s continued employment during a specified period and the achievement of
specified performance targets. Other LTIPs have been established by Fort Chicago’s operating businesses. Expenses
related to the various LTIPs are accounted for on an accrual basis.

Financial Instruments

Financial assets and financial liabilities are classified as held-for-trading, loans and receivables, available-for-sale, or
other financial liabilities. Financial instruments are initially recorded at fair value on the balance sheet. Subsequent
measurement of each financial instrument is based on its classification. At December 31, 2009 and 2008, the Partnership
did not have held-to-maturity instruments or instruments in qualifying hedging relationships.

Financial assets and liabilities classified as held-for-trading are measured at fair value with changes in fair value
recognized in earnings. The Partnership has classified the following as held-for-trading: cash and short-term investments;
restricted cash; investments measured at fair value which are included in other assets; and Fort Chicago Power’s

6.25 percent U.S. dollar-denominated unsecured subordinated exchangeable debentures (“Exchangeable Debentures”).

Loans and receivables are measured at amortized cost using the effective interest rate method. The Partnership has
classified the following as loans and receivables: transportation security deposits and revenue adjustments;
and receivables.

Available-for-sale financial assets are measured at fair value with changes in fair value recognized in other
comprehensive income. If no quoted market prices exist for investments in equity instruments classified as
available-for-sale then the investments are recorded at recoverable cost. The Partnership has classified the following
as available-for-sale: investments in equity instruments classified under other assets.

Other financial liabilities are measured at amortized cost using the effective interest rate method. The Partnership has
classified the following as other financial liabilities: payables; transportation security deposits; distribution payable; other
long-term liabilities excluding asset retirement obligations; senior debt; and the Partnership’s 6.75 percent convertible
unsecured subordinated debentures, series B (“Convertible Debentures”).

Income Taxes

Pursuant to the /ncome Tax Act (Canada) as presently enacted, the Partnership and its subsidiary partnerships are not
taxable entities in Canada. All income earned by the Partnership for tax purposes is allocated to its Unitholders. As a
result, no Canadian income taxes in respect of these entities are reflected in these consolidated financial statements.
Certain U.S. subsidiary partnerships, which are deemed corporations for U.S. tax purposes, and certain subsidiary
corporations, are taxable. The applicable income and withholding taxes associated with these entities have been
reflected in these consolidated financial statements.

The Partnership’s operations use the liability method of accounting for income taxes. Under this method, current income
taxes are recognized for the estimated income taxes payable in respect of the current year. Future tax assets and
liabilities are recognized for temporary differences between the tax and accounting asset and liability bases using tax
rates and laws expected to apply when the liabilities are settled and the assets realized. Future tax assets are recognized
in circumstances where it is considered more likely than not the related income tax benefits will be realized.

Commencing in 2011, following its conversion to a taxable Canadian corporation, Fort Chicago’s taxable income will be
subject to 27.0 percent tax.
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4. CASH AND SHORT-TERM INVESTMENTS

2009 2008

Cash in trust accounts
Operations and working capital 22,993 21,059
Debt service and debt service reserve 354 522
23,347 21,581
Cash in non-trust accounts 34,598 31,727
57,945 53,308

Cash in trust primarily relates to Alliance. Under the terms of Alliance’s finance agreements, all funds received from
shippers in settlement of transportation tolls, as well as interest earned on trust account balances, are segregated in trust
accounts. These funds must first be applied to meet debt service and operating requirements before distributions can be
made. At the completion of each fiscal quarter, Alliance determines the amount of cash and cash equivalents necessary
to satisfy these requirements. Excess funds, if any, are transferred to non-trust accounts, which, following lender
confirmation, can be distributed to the partners.

Alliance must also maintain a six-month debt service reserve sufficient to fund scheduled principal and interest
payments for such period. At December 31, 2009 and 2008, this requirement was satisfied by letters of credit as
discussed in note 12.

5. RESTRICTED CASH

Restricted cash primarily relates to East Windsor Cogeneration. As at December 31, 2009, East Windsor Cogeneration
had $2.0 million of restricted cash, mostly comprised of funds received under the terms of certain construction
contracts. Under the terms of East Windsor Cogeneration’s Trust Indenture, use of this cash is restricted to repay
long-term debt.

At December 31, 2008, East Windsor Cogeneration had $20.3 million of restricted cash. Under the terms of its Trust
Indenture, East Windsor Cogeneration had established separate bank accounts under the control of its Bond Trustee.
Prior to commercial operations in November 2009, use of this cash was restricted to certain construction expenditures in
relation to the East Windsor Cogeneration Facility that was approved by the Bond Trustee prior to payment.

East Windsor Cogeneration’s restricted cash is held in short-term investments, the carrying values of which do not
materially differ from the fair values.

6. TRANSPORTATION SECURITY DEPOSITS

Under Alliance’s transportation contracts, shippers who fail to maintain specified credit ratings or a suitable financial
position are required to provide acceptable security equal to one year of shipping charges. Transportation security may
consist of cash, deposits or letters of credit, and/or other security acceptable to Alliance or its lenders.

At December 31, Alliance holds the following transportation security:

2009 2008
Cash deposits and accrued interest 3,255 3,271
Letters of credit 15,921 36,906

19,176 40,177
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7. EFFECTS OF RATE REGULATION

The NEB and the FERC previously granted Alliance certificates of public convenience and necessity to construct and
operate high-pressure natural gas facilities and approved a negotiated toll methodology established between Alliance
and its contracted shippers.

Alliance advised the NEB and the FERC that toll adjustments would normally be filed on an annual basis, and that
such filings would likely be for amended tolls effective on January 1 of each year. Alliance also noted that shippers had
agreed to an arrangement whereby variances between estimated costs and actual costs would be monitored and
carried forward.

Transportation Revenue

Transportation revenue is adjusted to reflect differences between the period in which costs are recovered from Alliance
toll receipts and the period in which these costs are expensed in these consolidated financial statements as follows:

2009 2008
Tolls invoiced 407,815 397,223
Increase (decrease) related to:

Accounting depreciation rate 10,091 17,986
Property tax accruals (794) (406)
Differences from current period cost-of-service estimates (2,487) (4,393)
Prior year’s over recovery 5,761 4,815
12,571 18,003

Transportation revenue 420,386 415,226

Depreciation

The long-term receivable at December 31, 2009 includes a regulatory asset of $247.0 million (2008 - $262.3 million)
related to the cumulative excess of depreciation expense charged for accounting purposes over depreciation expense
recovered as revenue under Alliance’s transportation contracts. Alliance expects to recover this amount over a number of
years when depreciation rates prescribed in the transportation contracts are expected to exceed depreciation rates used
for accounting purposes.

Alliance complies with the NEB and the FERC “Gas Pipeline Uniform Accounting Regulations” which includes the
practice of group asset accounting, requiring property to be identified, unified and recorded in plant-in-service accounts.
Gains or losses are not recognized when such assets are disposed or retired. The net book value of these assets remain
in pipeline, plant and other capital assets until fully depreciated and recovered in the tolls.

In the absence of rate regulation, the net book value of any assets disposed or retired would be removed from the
accounts and the corresponding gain or loss recognized in income.

Cost-of-Service Toll Estimate

Alliance tolls reflect the projected cost of providing transportation service to shippers in accordance with the
transportation contracts and applicable NEB and FERC regulations. The tolls are submitted to shippers and filed with the
NEB and the FERC, as applicable. Alliance tolls therefore include amounts relating to prior year differences between the
estimated and actual costs of providing transportation service.

At December 31, 2009, current assets include a transportation revenue adjustment of $5.3 million (2008 - $4.7 million).
These adjustments relate to differences between Alliance’s expenses included in these consolidated financial statements
and expenses included in the transportation tolls. These differences will be collected from shippers through an
adjustment to future tolls.
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Income Taxes

Alliance’s Canadian rate-regulated operations recover tax expense using the taxes payable method, as prescribed by the
NEB for ratemaking purposes. Effective January 1, 2009, the Partnership adopted revisions to CICA Handbook Section
3465 “Income Taxes”. The revised standard removed the exemption from the requirement for rate-regulated enterprises,
including Alliance Canada, to recognize future income taxes.

On January 1, 2009, the Partnership recognized a future income tax liability of $105.1 million and an offsetting regulatory
asset of $105.1 million. The regulatory asset is recorded on the consolidated statement of financial position in long-term
receivables. At December 31, 2009, the future income tax liability on regulated assets, and offsetting regulatory asset
was $103.6 million.

Allowance for Funds Used During Construction

Alliance’s transportation contracts permit AFUDC to be included in its investment base. AFUDC is included in the cost
of pipeline, plant and other capital assets for financial reporting purposes, and is depreciated over future periods as
part of the total cost of the related asset since depreciation expense, including the AFUDC, is permitted under the
transportation contracts. The AFUDC calculation for rate-regulated entities includes both an interest component and
equity component. The recognition of the equity component as a capitalized asset and the resulting revenue and
depreciation of the asset would not be permitted in the absence of rate regulation. To date, an equity component of
$104.6 million (2008 - $104.1 million) is included as a capitalized asset, net of related depreciation. The period over
which Alliance will recover AFUDC will be determined based on future negotiations with shippers for contract periods
beyond 2015, the primary term of Alliance’s long-term firm transportation agreements.

Alliance earns a return of and a return on its rate base, including AFUDC, from long-term firm transportation contracts,
the vast majority of which have primary terms ending on November 30, 2015, unless extended. Changes in the regulation
of Alliance’s business, including changes in interpretations of existing regulations by courts or regulators; the exclusion
of AFUDC amortization as a cost of service amount; any other adverse change to the rates on the respective rate
structures or terms and conditions of service; and a reduction in the negotiated rate of return on equity could adversely
affect its ability to recover AFUDC.

Beyond 2015, the transportation commitments and the associated revenues of Alliance will also depend on various
factors, including the supply of, and the demand for, natural gas produced from the Western Canadian Sedimentary
Basin and the ability of Alliance to compete at the supply and demand ends of its system.

8. IMPAIRMENT

In August 2009, the California Public Utilities Commission amended the pricing formula applicable to Fort Chicago
Power’s two cogeneration facilities located in California. As a result of this change, in accordance with its accounting
policy, the Partnership tested the related power facilities and power customer relationships and agreements for
impairment. The Partnership determined the carrying value of the assets was impaired as it exceeded the sum of the
estimated undiscounted future cash flows attributable to the assets. The $78.1 million non-cash pre-tax impairment

loss wa