


Earnings per share ‘ $0.64



(unaudited, $ millions) Three months ended

Sept 30,

2009

Revenues 525
Energy purchases and fuel 307
Gross margin 218
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September 30, 2009

Management’s Discussion and Analysis

This management’s discussion and analysis (MD&A), dated October 30, 2009, should be read in conjunction with
the unaudited interim consolidated financia



EPCOR Power L.P.’s North Carolina plants and the third unit at the Clover Bar Energy Centre. The separation of
Capital Power’s business operations from EPCOR and subsequent transition activities also went according to
plan. Net income for the third quarter was $14 million which was $3 million higher than the net income in the
second quarter as disclosed in the pro forma financial information.

Corporate Strategy

Capital Power's corporate strategy seeks to balance a strong financial position with targeted growth. The
Company is committed to maintaining a stable dividend, an investment-grade credit rating supported by
contracted cash flows, and a prudent expansion strategy.

The key components of Capital Power’s corporate strategy are as follows:



development of contracted






EPCOR Power L.P. also announced the launch of a Premium Distribution™ and Distribution Reinvestment Plan



Summary of Financial and Other Information

The Company reports results of operations in the following categories: (i) Alberta commercial plants and portfolio
optimization, (ii) Alberta contracted plants, (iii) Ontario and British Columbia contracted plants, (iv) EPCOR Power
L.P. plants, and (v) other portfolio activities.

Alberta commercial plants and portfolio optimization

Alberta commercial plants and portfolio optimization consist of generation facilities for which the Company has
not contracted substantially all of their power and capacity to third parties. This category includes the Company’s
directly-owned facilities located in Alberta consisting of Genesee 3, Joffre, Clover Bar Energy Centre, Taylor



Company believes that these unrealized fair value changes are not representative of the instruments’ or
inventory’s underlying economic value without considering them in ¢
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(unaudited) Three months ended
Generation plant availability
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Financial highlights

(unaudited, $ millions, except earnings per share) Three months ended
Sept 30, 2009  June 30, 2009
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In the Prospectus an70AR,n theCompany
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Balance Sheet

Changes in consolidated assets:
June 30, 2009 and September 30, 2009

Increase
June 30, (decrease)
(unaudited, $ millions) 2009  Acquisition
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Changes in consolidated liabilities and shareholders’ equity:
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interest in EPCOR Power L.P.

For 2010, a significant portion of the Alberta commercia
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excess of permitted levels, or diversion of water levels below levels required by regulation.

The inability of the Company’s power plants to generate the expected amount of electricity that will be sold under
contract or to the applicable market wo-i( )-6.havthe signifpliounaddivee imr

30



manage short or long electricity positions, resulting in reduced revenues or increased power costs.. Furthermore,
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The information obtained from the diagnostic phase was
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Consolidated financial statements and non-controlling interests
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Certain power generation plants operate under PPAs that convey the rights to use the related property, plant and
equipment to the holder of the agreements. Consequently, these power generation plants are accounted for as
assets under operating leases.

Foreign currency translation

EPCOR Power L.P. has operations in the U.S. with a functional currency of U.S. dollars. Accordingly, these
operations are translated using the current rate method whereby assets and liabilities are translated into
Canadian dollars at the exchange rate in effect at the balance sheet date. Revenues and expenses are
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Useful lives of assets
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instruments assets and liabilities used for risk management purposes are measured at fair value and consist of
the following:

Energy
Energy cash non-
(unaudited, $ millions) flow hedges hedges

38



values of derivative instruments do not necessarily represent the underlying economics of the hedging
transaction.

For example, the Company has more physical supply of power in Alberta from its generating stations and power
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CAPITAL POWER CORPORATION
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CAPITAL POWER CORPORATION

Consolidated Balance Sheet
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2009

Liabilities and Shareholders’ Equity
Current liabilities:
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CAPITAL POWER CORPORATION

Consolidated Statement of Comprehensive Income Unaudidat, in milli(Cont dollars)me )TTTmO TcO Tw
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(0] N



CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts



CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements

September 30, 2009

(Unaudited, tabular amounts in millions of dollars)

2. Summary of significant accounting policies, continued:
(q) Asset retirement obligations:

The Company recognizes asset retirement obligations in the period in which they are incurred, unless
the fair value cannot be reasonably determined. A corresponding asset retirement cost is added to the
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements

September 30, 2009

(Unaudited, tabular amounts in millions of dollars)

2. Summary of significant accounting policies, continued:
(u) Employee future benefits:

The employees of the Company are either members of the Local Authorities Pension Plan (LAPP) or
other defined contribution or benefit plans.

The LAPP is a multiemployer defined benefit pension plan. The Trustee of the plan is the Treasurer of
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements

September 30, 2009

(Unaudited, tabular amounts in millions of dollars)

2. Summary of significant accounting policies, continued:
(w) Earnings per share

Basic earnings per share is calculated by dividing income available to common shareholders by the
weighted average number of common shares outstanding during the period.

Diluted earnings per share is calculated on the treasury stock method, by dividing income available to
common shareholders, adjusted for the effects of dilutive securities, by the weighted average number of
common shares outstanding during the period and all additional common shares that would have been
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)

9. Other assets, continued:

Investment in PERH, continued

The Company, through its EPLP subsidiary, monitors its investment in PERH for impairment by considering
current economic factors and records an impairment charge when it believes the investment has
experienced a decline that is other than temporary. The Company estimates the fair value of its investment
in PERH by considering factors such
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)
10. Long-term debt, continued:
EPLP and CPLP revolving extendible credit facilities, continued

Under the terms of the extendible facilities, the Company may obtain advances by way of prime loans, U.S.
base rate loans, U.S LIBOR loans and bankers’ acceptances. Depending on the fac
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)

15. Accumulated other comprehensive income:

The components of accumulated other comprehensive income, at September 30, 2009, are as follows:

September 30,
2009

Unrealized gains on derivative instruments designated as
cash flow hedges® $ 29
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)



CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaud.1 T tabular amouents



CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)

20. Derivative instruments and hedge accounting, continued:

The extent to which fair values of derivative instruments are based on observable market data is determined
by the extent to which the market for the underlying commodity is judged to be active. With respect to natural
gas, the Company has determined the market is active to the end of the contract terms. The fair value of the
natural gas supply contracts is determined by reference to published price quotations.

Unrealized and realized pre-tax gains and losses on derivative instruments recognized in other
comprehensive income and net income were:

Three months ended September 30, 2009
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)

21. Risk management, continued:
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts



CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)

21. Risk management, continued:
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009

(Unaudited, tabular amounts in millions of dollars)
21. Risk management, continued:

Credit risk, continued

Wholesale and merchant credit risk

Credit risk exposure for wholesale and merchant trading c
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)



CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)

27. Contingencies and commitments:
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CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts



CAPITAL POWER CORPORATION

Notes to Interim Consolidated Financial Statements
September 30, 2009
(Unaudited, tabular amounts in millions of dollars)
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