


Established in July 2009 and headquartered in Edmonton, Alberta, Capital Power
(TSX:CPX) is a growth-oriented North American power producer that develops, acquires,
operates and optimizes power generation. As of December 31, 2011, Capital Power
owned more than 3,300 megawatts of power generation capacity at
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Audit fees — Audit fees billed are for professional services rendered for the audit and review of the financial statements
of the Company or services provided in connection with statutory and regulatory filings, and providing comfort letters
associated with securities documents.

Audit related fees — Audit related fees are for assurance and related services that are reasonably related to the
performance of the audit or review of the financial statements and are not reported under audit fees listed above.

Tax fees — Tax fees are tax-related services for review of tax returns, assistance with questions on tax audits, ( o f
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Director Nominees to be Elected by EPCOR
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SUMMARY OF COMMITTEE MEMBERSHIP (FROM
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We have also taken steps to embed our ERM risk assessment methodology and framework into our key core corporate
processes. This includes Strategic and Long Term Planning; Business Development; Commodity Portfolio Management

(trading); and Operational Planning and Budgeting. By aligning risk assessment with core corporate processes we can
effectTJET mantoant aprocesseto eidnt if and fmitigte punceroanttelueate canimpactlueve cThDevsmentofo oursStrategic and
ectTJes.lantdoditio, Lueroughout e cT year variousntd-hoic an/oro trdgetd risk assessmentinditactTJet
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» reviewed the Audit Committee’s Terms of Reference;
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MEMBERS OF THE CGC&N COMMITTEE

In 2011, the CGC&N Committee was composed of four independent Directors, namely, Al Bellstedt, Chair, Robert
Phillips, Brian MacNeill and Janice Rennie, and one non-independent member, Rick Cruickshank. Don Lowry is an
independent, non-voting, ex-officio member of the committee.

INDEPENDENCE
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CORPORATE G
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EVALUATION OF DIRECTORS AND THE BOARD

The CGC&N Committee annually determines the format of the Board evaluation to be used, in consultation with the
Board, and generally rotates between the use of a questionnaire and a series of one-on-one formal interviews between
the Board Chair and individual Directors.

This rotational process is used because the Board believes that each evaluation method provides different potential
benefits. You can read more about our annual evaluation process in our Corporate Governance Policy found at
www.capitalpower.com.

ANTI-HEDGING POLICY

In November 2011, the CGC&N Committee adopted an Anti-Hedging Policy. The policy provides that the Company’s
reporting insiders are prohibited from engaging in any transaction in which they could benefit, directly or indirectly, if
the value of any Capital Power security falls. In addition, any employee or Director that has a minimum share ownership
requirement is prohibited from encumbering those share interests.
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Equity Ownership of Directors at December 31, 2011
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F. EXECUTIVE COMPENSATION

Letter to Shareholders
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COMPENSATION DISCUSSION AND ANALYSIS
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Base Salary
Base salaries are determined based on the responsibilities of each position, the executive's experience, expertise and
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The chart on the preceding page shows that over the 2010 to 2011 timeframe the cumulative TSR for the Company

CAPITAL POWER 53
2012 MANAGEMENT PROXY CIRCULAR



54 CAPITAL POWER






56



CAPITAL POWER
2012 MANAGEMENT PROXY CIRCULAR



CAPTAIPOBR KNEMNPROXRCURBAR

Th shrano btfwionoartb Alcaoabro nrire nfCanitEal DAawioard " ocrmmnanrebrcaonrtbbh -



Equity Compensation Plans

The Company has two equity compensation plans for its executives and employees: the 2009 Plan and the LTI
Plan (Plans). An aggregate of 5,000,000 Common Shares may be issued under the Plans. An aggregate of
1,445,457 options were issued under the LTI Plan during the year ended December 31, 2011. Copies of the
Plans have been filed on SEDAR at www.sedar.com.

The following table sets out information regarding the equity compensation plans as at December 31, 2011

Securities to be Issued
Upon Exercise of
(e}
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In 2011, the Company conducted a review of its long-term incentive programs. As part of the review, the Company
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HEALTH AND WELFARE BENEFITS
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COMPANY DC PLAN

Contributions to the Company DC Plan are made based on pensionable earnings subject to the annual limits imposed
under the Tax Act. Specifically, members are required to contribute 5% of pensionable earnings and the Company
contributes either 5%, 6.5%, or 8% of pensionable earnings depending on the member’s length of service. Mr. Trufyn
participates in the Company DC Plan.

In late 2010, the Company DC Plan was amended to allow executive members the option to suspend their membership.
Executive members who elect to suspend their membership will not receive any Company contributions and cannot make
any employee contributions to the Company DC Plan for the duration of the suspension. Executive members have the right
to lift the suspension and thereby resume making employee contributions, at which point the Company contributions will
resume, for future service only from the date that the suspension is lifted. In addition, executive members have the option
to elect to irrevocably transfer their account balance in the Company DC Plan to a locked-in retirement savings vehicle.

Should an executive member choose to suspend their membership in the Company DC Plan, the Company will provide a
payment to the executive member equivalent to the amount that would have been paid into the executive member’s plan
had he or she not chosen to suspend their membership in the pension plan. Any such payment does not become part of
the executive’s base salary and is subject to all applicable taxes and payroll withholding requirements.

Mr. Oosterbaan elected to suspend his membership in the Company DC Pension Plan and transferred his DC Pension
Plan account balance to a locked-in retirement account effective December 19, 2010.

SUPPLEMENTAL PENSION PLAN (SPP)

Capital Power has established a non-registered, unfunded and non-contributory SPP that provides benefits that cannot
be provided under the Company DC Plan or, if applicable, the LAPP, due to the Tax Act maximum pension or contribution
limits. All NEOs participate in the SPP.

The pensionable earnings defined under the SPP includes base salary and target bonus. For employees who transferred
from EPCOR in July of 2009, the Company SPP has the same provisions as the EPCOR Supplemental Pension Plan.
Specifically, the SPP provides a defined benefit pension equal to 2% of the average pensionable earnings in excess of
an earnings threshold multiplied by service after January 1, 2000. The SPP has the same early retirement and indexing
provisions as the LAPP. All NEOs, with the exception of Mr. Trufyn, participate in the defined benefit SPP. For new hires
after July 2009, the Company SPP provides benefits on a defined contribution basis that are in excess of the Tax Act
maximum contribution limits. Mr. Trufyn participates in the defined contribution SPP. For employees who transferred from
EPCOR, the Company assumed all obligations from EPCOR relating to the entitlements accrued under the EPCOR
Supplemental Pension Plan.

Executives who elect to withdraw from the Company DC Plan are still eligible to participate in the SPP for earnings
above the Tax Act maximum pension or contribution limits.

COMPANY 401(K) PLAN

Members are permitted to make pre-tax elective contributions of up to 100% (less applicable tax withholdings) of
eligible compensation (maximum of US$16,500 in 2011, not including up to $5,500 in catch-up contributions for
employees at least age 50). After tax contributions are not permitted. Eligible compensation includes total salary and
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a. on the recommendation of the CGCN Committee, director nominees, other than the nominees of EPCOR
U
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Director Orientation: A new Director is provided with an orientation in advance of the first Board meeting at which he
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Investigating Ethical Complaints: The Company investigates all ethical complaints thoroughly and promptly.
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Event
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