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CAPITAL POWER CORPORATION 
 

Management’s Discussion and Analysis 

This management’s discussion and analysis (MD&A), dated March 8, 2011, should be read in conjunction with 
the audited consolidated financial statements of Capital Power Corporation and its subsidiaries for the year and 
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Financial Highlights 

(unaudited, $millions, except earnings per share) Year ended December 31 

 2010 2009(2) 

Revenues  $ 1,760  $ 2,158 

Gross margin(1) 768 883 

Operating margin(1) 520 655 

Net income  137 273 

Net income attributable to common shareholders  11 51 

Earnings per share(3) $ 0.50  N/A 







    

Net income decreased $136 million for the year ended December 31, 2010, compared with 2009 due to the net impact of the following: Alberta commercial plants and portfolio optimization operating margin was higher primarily due to higher margins realized on merchant trading and higher contributions from the Clover Bar Energy Centre. 









    

 19

PPAs. While the NCUC ruling supported the majority of the partnership’s positions, it did not completely align with 
the partnership’s economic projections. Accretion for the North Carolina plant enhancement project is expected 
to be significantly lower than the $0.10 per partnership unit previously anticipated by CPILP. 

In the fourth quarter of 2010, CPILP 
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Subsequent Events 

Acquisition of two New England power plants 

In February 2011, CPLP entered into an agreement to acquire two generating facilities from Brick Power 
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provide Capital Power with the foundation for a networked hub of assets in the U.S. Northeast, which is one of 
the Company’s target markets, and contributes to a balanced portfolio of contracted and merchant assets. As 
relatively young, highly efficient gas-fired plants that use proven technologies, these additions to the fleet fit the 
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Sundance Unit 5 was offline for 89 days in the second half of 2009 for a scheduled maintenance outage. There 
were no similar outages in 2010.  

Financial results 

(unaudited, $millions) Year ended December 31 

 2010 2009(2) 
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quarter of 2009. The penalties in 2010 were higher than anticipated due to higher pricing, which for availabilljn11.90( )]TJ-370.02-1.33330 TD
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In determining the impact, the Company
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and implemented parallel general ledgers and fixed asset systems to allow both IFRS and Canadian GAAP 
information to be captured in 2010. The processes and internal controls related to the capture and reporting of 
IFRS information are similar to those used for Canadian GAAP. 

Policies and Internal Controls 

In the determination of the financial statement adjustments, r
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Forward-looking Information  

Certain information in this MD&A is forward-looking within the meaning of Canadian securities laws as it relates 
to anticipated financial performance, events or strategies. When used in this context, words such as will, 
anticipate, believe, plan, intend, target, and expect or similar words suggest future outcomes.  



    

 64

Tiverton, Rumford and Bridgeport power 
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Income taxes reflected the recognition of an $11 million future income tax liability relating to the investment in 
CPILP, as a result of the strategic alternatives review. Financing expenses for the third quarter of 2010 included 
$7 million of unrealized losses for the decrease in the fair value of two forward bond sale contracts that were 
entered into in the second quarter of 2010.  

In the second quarter of 2010, the realized price for the Alberta commercial plants and portfolio optimization was 
$66/MWh which was $15/MWh lower than the average Alberta power price for the period. High pricing and 
volatility of Alberta power spot prices resulted in higher than normal dispatch of the Alberta commercial peaking 
and mid-merit plants. The favourable impact of this increased generation on the operating margin was partly 
offset by the impact of lower operati
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CAPITAL POWER CORPORATION 
Consolidated Statements of Income 
(In millions of dollars, except shares and per share amounts) 
 

 Year ended 
December 31, 

 2010 

Six months ended 
December 31, 

 2009 
   

























CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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2. Summary of significant accounting policies, continued: 

(i) Inventories: 



CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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2. Summary of significant accounting policies, continued: 

(l) Contract and customer right













CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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4. Acquisition of assets and initial public offering, continued: 

The $468 million purchase price was allocated to t

















CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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15. Non-controlling interests, continued: 

Preferred shares issued by subsidiary 

A subsidiary of CPILP has issued 5 million 4.85% Cumulative Redeemable Preferred Shares, Series 1 
priced at $25.00 per share with dividends payable on a quarterly basis at the annual rate of $1.2125 per 
share. On or after June 30, 2012, the shares are redeemable by the subsidiary company at $26.00 per 
share, declining by $0.25 each year to $25.00 per share after June 30, 2016.



CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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16. Share capital, continued: 

Holders of Series 1 Shares will have the right to convert all or any part 





CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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16. Share capital, continued: 

Earnings per share 

 Year ended December 31, 
2010 



CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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18. Change in non-cash working capital: 

 Year ended 
 December 31, 

2010 

Six months ended 
 December 31, 

2009 

Operating activities:   







CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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21. Fair value and classification of non-derivative financial assets and lia



CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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23. Fair value hierarchy, continued: 

Á Level 2: Fair value is based 









CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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24. Risk management, continued: 

Market risk, continued 

Commodity price risk, continued 

















CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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26. Related party balances and transactions: 

Prior to the Reorganization described in note 4, the assets and operations of the Company were a part of the 







CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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28. Employee future benefits, continued: 



CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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28. Employee future benefits, continued: 

Assumptions: 

The significant actuarial assumptions adopted in measuring-.00corpor 



CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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30. Commitments and contingencies: 

(a) The Company and TransAlta Corporation (TransAlta) are in the process of 







CAPITAL POWER CORPORATION              
Notes to Consolidated Financial Statements 
December 31, 2010 and 2009 
(Tabular amounts in millions of dollars, except shares and per share amounts) 
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34. Subsequent events, continued: 

The Company expects to permanently finance both of the above acquisiti






