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First Quarter Report

Report to Unitholders

I am pleased to report that Algonquin had a successful first quarter of 2009, posting increased
revenue, growth in adjusted net earnings, and stable EBITDA, which are very positive results in light
of the current economic climate and global business environment. Algonquin Power has grown
since 1997 with a focus on stabilizing cash-flow, mitigating risk, and growing conservatively.
Algonquin’s portfolio of assets has a low-risk business profile backed by long-term contracts in
regulated industries, which has clearly resulted in a company that can successfully weather through
a recessed economy.

During the first quarter, Algonquin focused efforts on debt reduction, reducing funds drawn on the
credit facility by 5%, demonstrating progress in the goal of improving financial flexibility during this
challenging economic climate. These efforts have placed Algonquin in a unique position to continue
progressing with our goals to invest in the business and to be able to leverage emerging growth
opportunities.

Demonstrating a successful growth strategy, on April 23,2009, Algonquin was pleased to announce
plans to co-acquire an electrical generation and regulated distribution utility through a strategic
partnership with Emera Inc. Algonquin Power and Emera will each own 50% of the newly formed
California Pacific Electric Company, which intends to acquire the California-based electricity
distribution and related generation assets of NV Energy, Inc. This is a very positive step in
strengthening the utilities business and leveraging Algonquin’s proven utility management and
independent power generation expertise, while Emera brings an undeniable wealth of expertise and
experience owning and operating local electrical distribution utilities to the transaction. This
transaction enhances Algonquin’s cash flow quality and stability and will contribute to the long-
term success of Algonquin Power.

Further on the plans for growth, Algonquin continues to focus on pursuing additional acquisitions
of high quality assets that will contribute to long-term stability of the company, as well as through
Greenfield development and projects within our existing assets.

In the Renewable Energy division, we have been successfully progressing with the Red Lily Wind
Project in south-eastern Saskatchewan and have a Power Purchase Agreement with SaskPower in
place for the 25 MW first phase of the facility, and recently Algonquin received several important
provincial and federal approvals for the project. Additionally in the Renewable Energy division,
Algonquin continues to explore options to build on the success of the St. Leon Wind Energy project,
including pursuing a future adjacent project and/or pursuing an increase in the installed capacity of
the existing facility. These projects have a potential generation capacity of over 85 MW. We are also
very encouraged by discussions with the Ontario Power Authority that indicate that energy
procurement initiatives in Ontario will be positively influenced by the Green Energy Act introduced
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recently by the Ontario government. In anticipation of this, the Development division is working on
several projects totalling approximately 250 MW that may qualify under the Green Energy Act.

In the Thermal Energy division, we are moving forward with plans to market an additional 14MW of
production from our Sanger Cogeneration facility as a result of the major re-powering project
completed in 2007. Of the 14 MW, an additional 6 MW can be exported with the existing facility
while an upgrade of the line voltage by Pacific Gas and Electric Company is required to access the
full 14 MW.The line upgrade is anticipated during or after 2010, while we are expecting to reach
agreement on the sale of the 6 MW of power beginning in the second half of 2009. Additionally in
the Thermal Energy division, Algonquin is pursuing the re-development of the Windsor Locks facility
in Connecticut, as the Power Purchase Agreement reaches maturity in 2010. A variety of options for
alternative sales of energy or re-powering of the facility are being considered and we will keep you
updated as we move forward.

In the Utility Services division, we have been focused on investing in the assets over the past several
years and as a result we are in the process of filing and initiating rate adjustments with the
regulators at a number of facilities which are expected to result in increased rates for services
provided. While a firm forecast of rate increases is not possible, the potential result is an expected
increase in annual EBITDA of more than $10 million by mid-2010.

While we will continue to focus on conservatively managing the business, our direction will also be
on managing for the long-term success of the company while growing investor value. Your
continued commitment to investing in clean, renewable power and sustainable infrastructure is
valued by us. You are encouraged to obtain further detail about the performance of the Company in
the Management'’s Discussion & Analysis. Thank you for your continued interest in Algonquin Power.

(signed) Ken Moore

Ken Moore
Chairman



Management’s Discussion and Analysis

(AU figures are in thousands of Canadian dollars, except per trust unit and convertible debenture values or where otherwise noted)

Algonquin Power Income Fund (“Algonquin” or the “Company”) has prepared the following
discussion and analysis to provide information to assist its unitholders’ understanding of the
financial results for the three months ended March 31,2009. This discussion and analysis should be
read in conjunction with Algonquin’s unaudited consolidated interim financial statements for the
three months ended March 31,2009 and 2008 and the notes thereto. This material is available on
SEDAR at www.sedar.com and on the Algonquin website at www.AlgonquinPower.com. Additional
information about Algonquin, including the Annual Information Form for the year ended December
31,2008 can be found on SEDAR at www.sedar.com.

This Management’s Discussion and Analysis (“MD&A") is based on information available to
management as of May 6, 20009.

Caution concerning forward looking statements and non-GAAP Measures
Certain statements included herein contain forward-looking information within the meaning of
certain securities laws. These statements reflect the views of Algonquin and Algonquin Power
Management Inc. ("APMI”), the entity which provides management services to Algonquin (including
advice and consultation concerning business planning, support, guidance and policy making) with
respect to future events, based upon assumptions relating to,among others, the performance of
Algonquin‘s assets and the business, interest and exchange rates, commodity market prices, and the
financial and regulatory climate in which it operates. These forward looking statements include,
among others, statements with respect to the expected performance of Algonquin, its future plans
and its distributions to unitholders. Statements containing expressions such as “outlook”, “believes”,
“anticipates”, “continues”, “could”, “expect”, “may”, “will”, “project”, “estimates”, “intend”, “plan” and

similar expressions generally constitute forward-looking statements.

Since forward-looking statements relate to future events and conditions, by their very nature they
require us to make assumptions and involve inherent risks and uncertainties. Algonquin and APMI
caution that although we believe our assumptions are reasonable in the circumstances, these risks
and uncertainties give rise to the possibility that our actual results may differ materially from the
expectations set out in the forward-looking statements. Material risk factors include the continued
volatility of world financial markets; the impact of movements in exchange rates and interest rates;
the effects of changes in environmental and other laws and regulatory policy applicable to the
energy and utilities sectors; decisions taken by regulators on monetary policy and the taxation of
income funds; and the state of the Canadian and the United States (“U.S.”) economy and
accompanying business climate. Algonquin and APMI caution that this list is not exhaustive, and
other factors could adversely affect our results. Given these risks, undue reliance should not be
placed on these forward-looking statements, which apply only as of their dates. Algonquin reviews
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material forward-looking information it has presented, at a minimum, on a quarterly basis.
Although Algonquin and APMI believe that the assumptions inherent in these forward-looking
statements are reasonable, undue reliance should not be placed on these statements, which apply
only as of the dates hereof. Algonquin and APMI are not obligated nor do either of them intend to
update or revise any forward-looking statements, whether as a result of new information, future
developments or otherwise, except as required by law.

” o«

The terms “cash available for distribution”, “cash available for distribution after growth and
maintenance capital expenditures” “adjusted net earnings” and “earnings before interest, taxes,
depreciation and amortization” (“EBITDA”) are used throughout this MD&A. The terms “cash

” o«

available for distribution”, “cash available for distribution after growth and maintenance capital
expenditures”, “adjusted net earnings” and EBITDA are not recognized measures under Canadian
generally accepted accounting principles (“GAAP”). There is no standardized measure of “cash

” o«

available for distribution”, “cash available for distribution after growth and maintenance capital
expenditures”, “adjusted net earnings” and EBITDA, consequently Algonquin’s method of calculating
these measures may differ from methods used by other companies and therefore may not be
comparable to similar measures presented by other companies. A calculation and analysis of “cash

available for distribution”, “cash available for distribution after growth and maintenance capital
expenditures”, “adjusted net earnings” and EBITDA can be found throughout this MD&A.

Overview

Algonquin is a company that owns and has interests in a diverse portfolio of clean, renewable power
generation and sustainable infrastructure assets across North America, including 42 renewable energy
facilities, 13 thermal energy facilities, and 18 water distribution and wastewater facilities. Algonquin was
established in 1997 and produces stable earnings through a diversified portfolio of renewable energy and
utility assets.

Algonquin owns 41 hydroelectric facilities operating in Ontario, Québec, Newfoundland, Alberta, New York
State, New Hampshire, Vermont and New Jersey with a combined generating capacity of 140 MW.
Algonquin also owns a 99 MW wind farm in Manitoba. The renewable energy facilities are generally
facilities operating under long term power purchase agreements with major utilities that have an average
remaining contract life of 18 years. Algonquin’s 13 Thermal Energy Facilities operate under power purchase
agreements (“PPAs”) with an average remaining contract life of 10 years with a combined generating
capacity of 356 MW. In addition to its electricity generating assets, Algonquin also owns in its Utility
Services business unit 18 regulated water distribution and wastewater facilities in Arizona, llinois, Missouri
and Texas. These utility operating companies are regulated investor-owned utilities subject to regulation,
including rate regulation, by the public utility commissions of the states in which they operate.
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Business Strategy

Algonquin’s business strategy is to maximize long term unitholder value by strengthening its
position as a strong renewable energy and infrastructure company. Algonquin is focused on growth
in cash flow and earnings in the business segments in which it operates. Algonquin currently makes
monthly cash distributions to unitholders of $o0.02 per trust unit per month or $0.24 per trust unit
perannum. This level of cash distributions allows for both an immediate return on investment for
unitholders and retention of sufficient cash to fund growth opportunities, fund anticipated tax
liabilities when the new tax policies affecting income trusts are implemented, and mitigate the
impact of volatility in foreign exchange rates.

Algonquin’s operations are aligned into two major business units: Power Generation & Development,
and Utility Services.

The Power Generation & Development business unit develops and operates a diversified portfolio of
electrical energy generation facilities. Within this business unit there are three distinct divisions:
Renewable Energy, Thermal Energy and Development. The Renewable Energy division operates
Algonquin’s hydro-electric and wind power facilities. The Thermal Energy division operates co-
generation, energy from waste, steam production and other thermal facilities. The Development
division develops Algonquin’s greenfield power generation projects, pursues accretive acquisitions of
electrical energy generation facilities as well as development of organic growth opportunities within
Algonquin’s existing portfolio of renewable energy and thermal energy facilities. The renewable
power and thermal energy generation business of Algonquin is managed with an emphasis on
growth through the development of green-field projects and opportunities within Algonquin’s
existing portfolio. This involves building on Algonquin’s expertise in the origination of greenfield
renewable energy projects, building upon Algonquin’s existing portfolio of assets for further growth,
and capitalizing on opportunities that may emerge in the current turbulence of the capital markets.

The Utility Services business unit targets delivery of long term shareholder value by profitably
operating and strategically managing a portfolio of utility and utility-like infrastructure businesses
and delivering continued growth in earnings by discerningly identifying opportunities which
accretively expand its business portfolio. The current focus of the Utility Services business unit is on
the provision of safe, reliable transportation and delivery of water and wastewater treatment in its
service area. To leverage its experience in the regulated water utility sector, Utility Services is
committed to expanding its operations into other regulated essential utilities such as electricity and
natural gas distribution. In this regard, on April 23,2009, Algonquin announced that it plans to co-
acquire an electrical generation and regulated distribution utility through a strategic partnership
with Emera Inc. (“Emera”). Algonquin and Emera will each own 50% of the newly formed California
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Pacific Electric Company (“California Pacific”), which intends to acquire the California-based
electricity distribution and related generation assets (the “California Utility”) of NV Energy, Inc. for
the purchase price of approximately US $116 million, subject to certain working capital and other
closing adjustments.

Algonquin and Emera will jointly own and operate the California Utility through California Pacific,
leveraging Algonquin’s utility and power generating capabilities and Emera’s proven electrical utility
operational expertise. The California Utility currently provides electric distribution service to
approximately 47,000 customers in the Lake Tahoe region.

The transaction is subject to state and federal regulatory approval, and is expected to occur in mid
2010. Algonquin’s share of California Pacific’s operations is expected to add approximately US$15
million of revenue and US$10 million of EBITDA based on current rate case filings before the
regulator. As an element of the California Utility strategic partnership, Emera has also agreed to a
treasury subscription of approximately 8.5 million trust units of Algonquin at a price of $3.25 per
unit, completed by way of subscription receipt. Delivery of the trust units under the subscription
receipts is planned to occur simultaneously with the acquisition of the California Utility and
Algonquin intends to use the proceeds received to largely fund Algonquin’s equity commitment for
the acquisition of the California Utility of approximately US $27 million.

Corporate Governance

The Board of Trustees announced on April 23 2009 that the President and CEO of Emera, Chris
Huskilson, has been invited to join the Board of Trustees of Algonquin. The Board of Trustees
and management of Algonquin believe that Mr. Huskilson’s utility and power experience will
make a strong addition to the Board and will support Algonquin’s long term strategy and
corporate governance activities.

Algonquin’s slate of proposed Trustees in respect of the election of Trustees by Unitholders at
the annual general meeting shall continue to be determined by the Trustees and APMl in
accordance with the Algonquin’s governance policies and procedures. It is contemplated that
Mr. Huskilson will stand for election as a Trustee at the next annual general meeting of
Unitholders.
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2009 First Quarter Operating Results
Key Selected Quarterly Financial Information

Three Months ended March 31

2009 2008
Revenue $ 52,165 S 47,976
EBITDA 2 21,114 21,644
Cash provided by Operating Activities 13,703 14,712
Net earnings (Loss) 4,243 (1,554)
Adjusted net earnings 2 7,919 3,916
Distribution to Unitholders’ 4,774 17,481
Cash available for distribution 2 13,577 15,920
Per trust unit
Net earnings (Loss) $ 0.05 S (0.02)
Adjusted net earnings 2 0.10 0.05
Diluted net earnings (loss) 0.05 (0.02)
Cash provided by Operating Activities 0.17 0.20
Distribution to Unitholders 0.06 0.23
Total Assets 974,216 949,636
Long Term Debt 286,325 295,575

1 Includes distributions to non-controlling interest.
2 Non-GAAP measurement, see applicable section later in this MD&A.

For the three months ended March 31,2009, Algonquin reported total revenue of $52.2 million as
compared to $48.0 million during the same period in 2008, a $4.2 million or 8.7% increase. The
increase in revenue from energy sales in the quarter was primarily the result of an increase of $0.8
million due to higher energy production generated from Canadian facilities in the Renewable Energy
division and $1.8 million due to the Brampton Cogeneration Inc. (“BCI”) facility being operational in
the Thermal Energy division as compared to the same period in 2008. These increases were partially
offset by a decrease of $1.5 million due to reduced average energy rates at the Sanger and Windsor
Locks facilities in the Thermal Energy division and $1.6 million due to lower weighted average energy
rates and energy production generated from U.S. facilities in the Renewable Energy division, as
compared to the same period in 2008. Algonquin reported increased revenue of $5.5 million from
U.S. operations as a result of the weaker Canadian dollar. A more detailed analysis of these factors is
presented within the business unit analysis.
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For the three months ended March 31,2009, Algonquin experienced an average U.S. exchange rate of
approximately $1.24 as compared to $1.00 in the same period in 2008. As such, any year over year
variance in revenue or expenses, in local currency, at any of Algonquin’s U.S. entities are affected by a
change in the average exchange rate, upon conversion to Algonquin’s reporting currency. Although

a weaker Canadian dollar relative to the U.S. dollar has an impact on both revenue and expenses
generated by its U.S. subsidiaries, Algonquin has foreign exchange forward contracts in place, which
partially offset the impact on earnings (see Risk Management).

EBITDA in the three months ended March 31,2009 decreased by $o.5 million to $21.1 million
compared to $21.6 million in the same period in 2008, a decrease of 2.4%. The decrease in EBITDA is
primarily related to decreased dividend, interest and other income as well as increased
administrative expenses.

For the three months ended March 31,2009, net earnings totalled $4.2 million as compared to a net
loss of $1.6 million during the same period in 2008. The increase in net earnings as compared to
2008 was primarily the result of a $6.1 million recovery in future income taxes primarily due to the
final determinations made for claiming discretionary deductions on 2008 income tax returns, the
impact of which reduces future income tax liabilities previously recorded, $1.6 million due to losses
on derivative financial instruments contracts settled in the period and decreased unrealized mark to
market losses on derivative financial instruments, as a result of reduced interest rates and the
weaker Canadian dollar, $1.6 million of reduced interest expense due to lower rates on Algonquin’s
variable interest rate debt booked in the period. These items were partially offset by $1.2 million due
to increased amortization expense and $0.3 million due to lower earnings on portfolio investments.

Net earnings per trust unit totalled $o.05 for the quarter ended March 31,2009 as compared to a
net loss of $0.02 per trust unit during the same period in 2008.

Unrealized mark to market losses on derivative financial instruments resulting from changes in
foreign exchange rates relate to contract periods which extend to fiscal 2013. Unrealized mark to
market losses on derivative financial instruments resulting from changes in interest rates relate to
contract periods which extend to fiscal 2015. The following chart provides a summary of the period
over period changes between realized and unrealized mark to market gains and losses of derivative
financial instruments:
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Three months ended

March 31
2009 2008 Change
Foreign Exchange Contracts:
Unrealized mark to market loss/(gain)
on derivative financial instruments $ 2,317 S 4,478 $ (25161)
Realized loss/(gain) on derivative
financial instruments 510 (2,703) $ 2,613
$ 2,827 S 2375 $ 452
Interest Rate Swap Contracts:
Unrealized mark to market loss/(gain)
on derivative financial instruments $  (398) $ 2,806 $ (3,204)
Realized loss/(gain) on derivative
financial instruments 1,069 (62) $ 1,13
$ 67 S 2744 $ (2,073)
Derivative Financial Instruments Total:
Unrealized mark to market loss/(gain)
on derivative financial instruments $ 1,919 S 7284 $ (s,365)
Realized loss/(gain) on derivative
financial instruments 1,579 (2,165) $ 3,744
Total loss/(gain) on derivative
financial instruments $ 3,498 S 519 $ (1,621)

During the quarter ended March 31,2009, cash provided by operating activities totalled $13.7 million
or $0.17 per trust unit as compared to cash provided by operating activities of $14.7 million, or $o0.20
per trust unit during the same period in 2008. The change in cash provided by operating activities
after changes in working capital in the quarter ended March 31,2009, is primarily due to increased
realized losses from derivative financial instruments, increased levels of trade accounts receivable,
partially offset by decreased interest expense, as compared to the same period in 2008.

Outlook

The Power Generation & Development division is expecting normal to above long term average
resource conditions in the second quarter of 2009. It is expecting lower weighted average energy
rates at Algonquin’s U.S. facilities will persist through the second quarter of 2009. Throughput at
the EFW facility is expected to continue at levels experienced in 2008. The Windsor Locks and
Sanger facilities are expected to operate below Algonquin’s expectations for the second quarter of
2009 due to the lower than expected natural gas costs and reduced demand for steam resulting
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from the continuing economic slow down in the U.S. Algonquin’s power development team will

continue to pursue new opportunities for power generation projects in both Canada and the United
States. The Power Generation and Development division will continue to focus on cost containment
and productivity improvement measures that will maximize margins and EBITDA throughout 2009.

Utility Services is expecting limited organic growth due to the slowdown in the U.S. housing
market. Utility Services has initiated rate cases at a number of its utilities and will initiate
additional rate cases in 2009. These rate cases are discussed in further detail within this MD&A (see
UTILITY SERVICES: Outlook). While a firm forecast of rate increases at these facilities is not possible
as the rate case processes are in progress, the resolution of rate cases is expected to potentially
result in increased annual EBITDA at Utility Services of more than $10 million. The regulatory
reviews of the rates and tariffs for these facilities are expected to conclude in the second half of
2009, with the new rates and tariffs going into effect between mid 2009 and the first half of 2010,
depending on the state in which the facility operates. The business unit will also continue to
consider accretive water and wastewater utility acquisition opportunities, as well as acquisitions in
other regulated utilities, such as electricity distribution.

In all of its business units, Algonquin is committed to the growth and development of Algonquin’s
team through various training programs, challenging assignments and learning opportunities. In
addition, Algonquin ensures continuous environmental, health and safety training for its operations
and maintenance staff. Algonquin will continue to invest in information technology to reduce
operating and administrative costs.

Overall, Algonquin’s business units will focus on priorities that enable Algonquin to be an innovative,
respected and socially responsible participant in the renewable energy, power and utility businesses
and to maximize value for Algonquin in the current state of the financial markets. With a mix of
complementary regulated and non-regulated businesses, Algonquin strives to enhance unitholder
value through stable cash flows, sustainable cash distributions and a managed risk profile.
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POWER GENERATION & DEVELOPMENT

Renewable Energy Division
Three months ended March 31

2009 2008
Performance (MW-hrs sold)
Quebec Region 65,498 67,396
Ontario Region 39,058 38,272
Manitoba Region 109,960 105,507
New England Region 22,074 28,488
New York Region 23,161 29,303
Western Region 10,348 10,050
Total 270,099 279,016
Revenue
Energy sales $ 18,964 S 19,829
Expenses
Operating expenses (5,312) (4,930)
Other income 244 343
Division operating profit (including other income) $ 13,896 S 15,242

2009 First Quarter Operating Results

For the quarter ended March 31,2009 the Renewable Energy division produced 270,099 MW-hrs of
electricity, as compared to 279,016 MW-hrs produced in the same period in 2008, a decrease of 3.2%.
The level of production in 2009 represents sufficient renewable energy to supply the equivalent of
60,000 homes with renewable power. Using new standards of thermal generation, as a result of
renewable energy production, the equivalent of 148,500 tons of CO2 gas was prevented from
entering the atmosphere in the first quarter of 2009.

As Algonquin’s facilities in the New England region are primarily subject to market rates, the average
revenue earned per MW-hr sold can vary significantly from the same period in the prior year.
Algonquin’s facilities in the other regions are subject to varying rates, by facility, as set out in the
facility’s individual power purchase agreement (“PPA”). As such, while most of Algonquin’s PPAs
include annual rate increases, a change to the weighted average production levels resulting in higher
average production from facilities which earn lower energy rates can result in a lower weighted
average energy rate earned by the division, as compared to the same period in the prior year.
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During the quarter ended March 31,2009, the division generated electricity equal to 107.7% of long
term projected average resources (wind and hydrology) as compared to 112.2% during the same
period in 2008. In the first three months of 2009, a number of regions experienced resources at
significantly higher levels than long term average, including the Quebec region which was 16.4%
above long term averages, the New York region, which was 12.8% above long term averages and the
New England region, which was 10.5% above long term averages. All other regions experienced
results in line with or above long term average resources in the quarter ended March 31,2009.

For the quarter ended March 31,2009, revenue from energy sales in the Renewable Energy division
totalled $19.0 million, as compared to $19.8 million during the same period in 2008. Revenue from
Algonquin’s U.S. facilities decreased $0.7 million due to a decrease in weighted average energy rates
of approximately 25% in the New England region and decreased $0.9 million due to lower average
hydrology, as compared to the same period in 2008. Revenue from Algonquin’s Canadian facilities
decreased $0.4 million due to a decrease in weighted average energy rates of approximately 4%, as
compared to the same period in 2008. These decreases were partially offset by an increase of $0.3
million due to the strong wind resource experienced at the St. Leon facility and an increase of $0.5
million in the Quebec, Ontario and Western regions, resulting from higher energy production as
compared to the same period in 2008. The division reported increased revenue of $o0.5 million from
U.S. operations as a result of the weaker Canadian dollar.

For the quarter ended March 31,2009, operating expenses totalled $5.3 million, as compared to $4.9
million during the same period in 2008, an increase of $0.4 million. Operating expenses were
impacted by increased costs of $0.5 million associated with the pursuit of various growth and
development activities, as compared to the same period in 2008. These increases were partially
offset by $0.2 million in decreased variable costs tied to production and lower operating costs of $0.3
million as compared to the same period in 2008. The division reported increased expenses of $0.3
million from U.S. operations as a result of the weaker Canadian dollar.

For the quarter ended March 31,2009, operating profit totalled $13.9 million, as compared to $15.2
million during the same period of 2008, representing a decrease of 8.6%. For the quarter ended
March 31,2009, operating profit did not meet Algonquin’s expectations primarily due to lower
weighted average energy rates in the U.S.
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Divisional Outlook — Renewable Energy

The Renewable Energy division is expected to perform at or above long term average resource conditions
inthe second quarter of 2009. In addition, the facilities in the New York and New England region are
expected to continue to experience reduced market rates as compared to the rates experienced in 2008
as a result of a decrease in demand for electricity due to the current economic climate in those markets.

As a result of certain legislation passed in Quebec (Bill C93), Algonquin’s Renewable Energy division
is required to undertake technical assessments of eleven of the twelve hydroelectric facility dams
owned or leased within the Province of Quebec. Algonquin anticipates incurring costs of $0.1
million during 2009 to complete the required assessments in order to determine the work required
and estimate capital cost of compliance with the legislation. Upon completion of these
assessments, Algonquin is required to submit plans for undertaking any remedial measures that are
identified to comply with the legislation. As a result of nine completed and two partially completed
assessments underway, Algonquin has initially identified capital expenditures estimated at
approximately $15.8 million. Algonquin anticipates that these expenditures will be required to be
invested over the next five years as follows:

Total 2009 2010 2011 2012 2013
Estimated Bill C-93 Capital Expenditures 15,800 3,700 5200 1,600 2,800 2,500

The majority of these capital costs are associated with the Donnaconna, St. Alban and Mont-Laurier
facilities. Algonquin does not anticipate any significant impact on power generation or associated
revenue while the dam safety work is ongoing. Algonquin continues to explore several alternatives
to mitigate the capital costs of modifications, including cost sharing with other stakeholders and
revenue enhancements which can be achieved through the modifications.

POWER GENERATION & DEVELOPMENT:
Thermal Energy Division
Three months ended March 31

2009 2008
Performance (MW-hrs sold) 142,396 153,590
Performance (tonnes of waste processed) 41,283 38,297
Revenue
Energy sales $ 18,538 $ 16,08
Less:
Cost of Sales — Fuel * (9,869) (8,898)
Net Energy Sales Revenue $ 8,669 s 7183
Waste disposal sales 3,683 3715

13
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Three months ended March 31

2009 2008

Other revenue 1,308 847

Total net revenue $ 13,660 S 11,745
Expenses

Operating expenses * (8,275) (7,287)

Interest and other income 864 1,009
Division operating profit

(including interest and dividend income) ) 6,249 S 5,467

* Cost of Sales — Fuel consists of natural gas and fuel costs at the Sanger and Windsor Locks facilities, where changes in these

costs are passed to the customer in the energy price.

2009 First Quarter Operating Results

In the first quarter of 2009, the Thermal Energy division’s EFW facility processed 41,283 tonnes of
municipal solid waste as compared to 38,297 tonnes processed in the same period of 2008, an
increase of 7.8%. This level of production resulted in the diversion of approximately 29,250 tonnes of
waste from landfill sites in the first quarter of 2009.

During the quarter ended March 31,2009, the business unit’s performance decreased by 2,000 MW-
hrs at the Sanger Facility, partially offset by increased energy production of 2,000 MW-hrs at the
Windsor Locks facility, as compared to the same period in 2008. The overall decrease in energy
production is due to steam generated by the incineration process at the EFW facility now being
utilized by BCl for steam sales to a nearby industrial customer rather than being used to generate
electricity. During the quarter ended March 31,2009, the business unit’s BCl steam sales facility was
operating for the full quarter having reached commercial operation in June 2008. Although this has
resulted in the decrease in electrical generation from EFW’s steam turbine of 8,500 MW-hrs, the
decrease was more than offset by the new steam sales by BCI. Throughput at the EFW facility
improved from the same period in 2008, in part due to new enhanced design boiler tube installation
completed in the second quarter of 2008.

For the quarter ended March 31,2009, revenue in the Thermal Energy division totalled $23.5 million,
as compared to $20.6 million during the same period in 2008, an increase of $2.9 million. For the
first quarter, energy sales revenue at the Thermal Energy division totalled $18.5 million, as compared
to $16.1 million during the same period in 2008, an increase of $2.4 million. The increase in revenue
from energy sales, as compared to the first quarter of 2008, was primarily due to an increase of $0.2
million as a result of increased production at the Windsor Locks facility and $1.8 million as a result of
the BCl steam sales facility achieving commercial operation in June 2008. These increases were
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offset by a decrease of $1.1 million at the Sanger facility as a result of lower production and energy
rates, in part due to lower natural gas prices, $0.4 million at the Windsor Locks facility as a result of
lower demand for steam, $0.3 million at the LFG facilities as a result of lower energy rates, and $0.5
million at the EFW facility as a result of a portion of the steam generated by the incineration
processes being used by BCl instead of being used to generate electricity. The division reported
increased revenue of $3.1 million from operations as a result of the weaker Canadian dollar, as
compared to the same period of 2008.

Revenue from waste disposal sales for the quarter ended March 31,2009 totalled $3.7 million,
consistent with the same period in 2008. The facility earned lower average rates for each tonne of
waste processed in the quarter, primarily the result of the arrangement to process higher priced
airline waste at the facility ceasing in December 2008.

For the quarter ended March 31,2009, fuel costs at Sanger and Windsor Locks totalled $9.9 million,
as compared to $8.9 million during the same period in 2008, an increase of $1.0 million. The division
reported increased fuel costs of $1.9 million as a result of the weaker Canadian dollar. This increase
was partially offset by a decrease in natural gas expense at Sanger of $0.9 million (40%), primarily
the result of a 33% decrease in the price for natural gas as compared to the same period in 2008. In
addition, production decreased 5%, decreasing the volume of natural gas used in ongoing operation
of the facility as compared to the same period in 2008. Natural gas expense at the Windsor Locks
facility remained consistent with the same period in 2008 as the result of a small decline in the
price for natural gas being offset by a slight increase in production.

For the quarter ended March 31,2009, operating expenses, excluding fuel costs at Windsor Locks and
Sanger, totalled $8.2 million, as compared to $7.3 million during the same period in 2008, an increase
of $0.9 million. The increase in operating expenses for the quarter was primarily due to $0.8 million
of operating costs of the BCl steam sales project as compared to the same period in 2008. These
increases were partially offset by decreased operating expenses of $0.6 million at the EFW facility
and $0.3 million due to decreased operating costs at the Valley Power facility, primarily the result of
lower repair and maintenance expenses as compared to the prior period. The reported operating
costs at the BCl facility exclude the cost of purchasing steam from the EFW facility as this is
eliminated upon consolidation. The division reported increased operating expenses of $o0.7 million
from U.S. operations as a result of the weaker Canadian dollar.

For the quarter ended March 31,2009, the Thermal Energy division’s operating profit totalled $6.2
million, as compared to $5.5 million during the same period in 2008, representing an increase of
14.3%. Operating profit in the Thermal Energy division although higher than the previous year did
not meet Algonquin’s overall expectations for the three months ended March 31,2009, due to
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weaker gas prices and lower demand for steam from the Division’s co-generation assets resulting
from the current economic slow down in the U.S.

Divisional Outlook — Thermal Energy

The Thermal Energy division’s EFW facility is expected to operate in line with Algonquin’s
expectations during the second quarter of 2009. Operations at the EFW facility have improved due
in part to a new enhanced design for boiler tubes installed in 2008 and this improved performance
is expected to continue through 2009.

The Thermal Energy division’s Windsor Locks and Sanger facilities are expected to operate below
Algonquin’s expectations for the second quarter of 2009 due to the lower than expected natural gas
costs and reduced demand for steam resulting from the continuing economic slow down in the U.S.
The Windsor Locks facility has a planned hot gas path inspection occurring in Q2 2009 lasting
approximately 7 days which will result in an expected reduction in operating profit of $0.3 million, as
compared to its otherwise expected operating profit.

As a result of the re-powering of the Sanger facility, 14MW of additional production is available. An
additional 6 MW can be exported with the existing 69 kV substation while an upgrade of the
existing line voltage by Pacific Gas and Electric Company (“PG&E”) to 115 kV is required to access the
full 14 MW potential. Once PG&E upgrades the existing line voltage to 115 kV, Sanger will install a
new substation with additional investment of approximately U.S. $2.0 million. PG&E’s upgrade is
anticipated during or after fiscal 2010. The Sanger facility is expecting to reach agreement on the
sale of an additional 6 MW of power beginning in the second half of 2009.

POWER GENERATION & DEVELOPMENT:

Development Division

The Development division works to identify, develop and construct new renewable and high
efficiency thermal energy generating facilities, as well as to identify, develop and construct other
accretive projects that maximize the potential of Algonquin’s existing facilities. Development is
focused on projects in North America with a commitment to working proactively with all
stakeholders, including local communities. The Development division is led by five full time
employees based out of Algonquin’s head office. In addition, the division has access to and support
from all of the available resources and experience throughout Algonquin to assist it in the
development of projects, including finance, engineering and technical services, as well as regulatory
compliance. The division also utilizes existing industry relationships to assist in the identification,
evaluation, development and construction of projects, including those in the financial, legal,
engineering, technical, and construction sectors.
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The Development division may also create opportunities through the acquisition of prospective
projects that are at various stages of development. The turbulence in the economic environment is
also opening up opportunities for Algonquin to acquire third party development projects experiencing
financial difficulty or source capital equipment from financially distressed third party projects at
discounted prices, which can serve to increase expected returns for Algonquin’s development efforts.
The business strategy is to focus on high quality renewable and high efficiency thermal energy
generation projects that benefit from low operating costs using proven technology that can generate
sustainable and increasing cash flows in order to achieve a high return on invested capital.

Algonquin’s approach to project development is to maximize the utilization of internal resources
while minimizing external costs to move development projects forward to the point where most
major elements and uncertainties of a project are quantified prior to the commencement of project
construction. Major elements and uncertainties of a project include, but are not limited to, signing
a power purchase agreement, obtaining the required financing commitments to develop the project,
completion of environmental permitting, and fixing the cost of the major capital components of the
project. Itis not until all major aspects of a project are secured that Algonquin will actually begin
construction of the project.

Current Development Projects

Following up on the repowering of the Sanger facility in late 2007 and the commissioning of the BCI
facility in 2008, the Development division has focussed resources on identifying new development
projects internally and externally, as well as pursuing the development opportunities already
identified as having potential to be in line with Algonquin’s investment criteria.

Algonquin continues to advance the Red Lily Wind Project in south-eastern Saskatchewan (the
“Project”) through a joint development agreement with an unrelated third party. InJuly 2008, a 25
MW PPA for the first phase of the Project (“Phase I”) was executed with SaskPower after Phase | was
successfully bid into a SaskPower Environmentally Preferred Power Strategy Request for Proposal. In
October 2008, Algonquin submitted a Notice of Project Application with Natural Resources Canada
(“NRC”) under the ecoENERGY for Renewable Power Program for Phase I, and, in December 2008,
Algonquin submitted its stage two documentation, the Technical Information Package for Phase | of
the Project. In March 2009, NRC granted approval of the project Technical Information Package.
Algonquin is currently waiting for the final contribution agreement from NRC for Phase I. Algonquin
has also submitted to NRC the Environmental Impact Assessment documentation for review in
relation to obtaining funding under the federal ecoENERGY program and expects a ruling in Q2
2009 with respect to Phase | of the Project. On April 13,2009, the Saskatchewan Environmental
Assessment Branch confirmed that Algonquin had satisfied the requirements under the Provincial
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Environmental Assessment Act for Phase I. In addition to the focused effort on Phase |, Algonquin
has secured additional property and is assessing the viability of an expanded project. The viability of
the expanded project will be conditional upon actual operating results from Phase |.

Successful development of wind projects such as Red Lily are subject to significant risks and
uncertainties including ability to obtain financing on acceptable terms, currency fluctuations
affecting the cost of major capital components such as wind turbines, price escalation for
construction labour and other construction inputs, construction risk that the project is built without
mechanical defects, and is completed on time and within budget estimates. In the event the
Project is developed, it is currently estimated to require 16 turbines with a capital investment of
approximately $60 - 65 million. Annual energy production from the wind farm is estimated to be
92,000 MW-hrs and annual gross revenue is estimated to be $8.9 million. The current estimate of
the earliest time the Project could be completed is March 31, 2011.

Algonquin is also pursuing the re-development of the Windsor Locks facility in Connecticut. As the
PPA with Connecticut Light & Power reaches maturity in 2010, a variety of options for alternative
sales of energy or re-powering of the facility’s prime power plant with equipment to match the
current steam demand of the paper mill host are being considered. The energy services agreement
with the paper mill will, if not further extended by mutual agreement, continue until 2017. One
option being explored by Algonquin involves selling approximately 10MW of electrical capacity to an
adjoining industrial customer in a “behind-the-meter” configuration.

Algonquin has completed preliminary engineering and a financial feasibility analysis on a 12 MW
combined cycle high efficiency thermal energy generation project located in Ontario. Additional,
information will be provided in the event that this project evolves.

Future Development Projects — Greenfield Projects

There are a number of future greenfield development projects which are being actively pursued by
the Development division. These projects encompass several new wind energy projects, including
six wind projects in Canada having a potential generation capacity of over 250 MW, hydroelectric
projects at different stages of investigation, and thermal energy generation projects. The projects
being examined are located both in Canada and the United States.

During 2008, Algonquin invested $o.5 million to acquire the rights, including land options,
meteorological towers and historical wind data related to a potential 80 MW Canadian wind
project. Inthe event the project is developed, it is currently estimated to require an investment of
up to $250 million and would be constructed after environmental approvals are granted, a process
that has been initiated and is currently estimated to require 2 to 3 years to complete.



First Quarter Report

In 2008, Algonquin made a strategic decision to maintain land option agreements for two wind
projects in Quebec in anticipation of future provincial tenders expected to be released in May of
2009 for wind projects of a 25 MW maximum size. In addition, Algonquin has maintained a
relationship with a development co-op comprised of landowners and other small investors for the
potential development of a third project in response to the expected call for tender.

Discussions with the Ontario Power Authority indicate that energy procurement initiatives will be
positively influenced by the Green Energy Act introduced by the Ontario government through Bill
150 on February 23,2009. The Green Energy Act is intended to provide the catalyst for the
development of 50,000 new green economy jobs and is viewed by Algonquin as positive for the
development of renewable energy in Ontario. In anticipation of this, the Development division is
maintaining relationships with potential partners for the development of a number of projects that
could qualify under anticipated procurement initiatives undertaken by the Ontario Power Authority
in accordance with the Green Energy Act. In addition, Algonquin Power has applied to become
applicant of record for three crown land sites under the Ministry of Natural Resources wind power
site release program.

Each project being contemplated is subject to a significant level of due diligence and financial
modeling to ensure it satisfies return and diversification objectives established for the Development
division. Accordingly, the likelihood of proceeding with some or all of these projects depends on the
outcome of due diligence, material contract negotiations, the structure of future calls for tender, and
request for proposal programs. To maximize Algonquin’s opportunities for development, new
renewable and high efficiency thermal energy generating facilities are being pursued utilizing a
variety of technologies and in diverse geographic locations.

Future Development Projects — Existing Facilities
The following sets out a summary of potential development projects at existing facilities which are
being examined by the Development division.

Renewable Energy

The St. Leon Wind Project achieved commercial operation status under its PPA with the Manitoba Hydro
Electric Board in June 2006, and has been performing at or above expected levels of production. Algonquin
is exploring multiple options to continue to build on the success of this project including pursuing a future
adjacent project and/or pursuing an increase in the installed capacity of the existing facility. The projects
being reviewed have a potential generation capacity of over 85 MW. In the event these projects are
developed, it is currently estimated to require an investment of approximately $250 million.
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Thermal Energy

The EFW facility in the Thermal Energy division of the Power Generation & Development business
unit is designed to incinerate over soo tonnes per day of municipal solid waste from the Region of
Peel to produce steam that is used in the production of electricity and internal steam load at a
nearby recycled paper board manufacturing mill. Algonquin established BCl to operate the required
facilities to supply steam to the nearby paper board customer and pursue additional steam load
customers.

The Development division is currently reviewing several proposals at the EFW facility to expand its
power generation and waste processing throughput capacity. Throughput capacity could be
expanded by between 40,000 and 100,000 tonnes annually depending on the proposal that is
selected. If the expansion is pursued, depending on the alternative chosen, an investment of
between $60 million to $250 million would be required. Algonquin is currently evaluating the
feasibility of an expanded facility including associated capital and operating costs and financing
terms. Algonquin is also engaged in discussions with the Region of Peel to establish a new long
term contract for a reliable suppl