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Managementõs responsibility for  
þnancial reporting
The preparation and presentation of the accompanying consolidated þnancial statements of Capital Power Corporation (the 
Company) are the responsibility of management and the consolidated þnancial statements have been approved by the Board 
of Directors. In managementõs opinion, the consolidated þnancial statements have been prepared within reasonable limits of 
materiality in accordance with International Financial Reporting Standards. The preparation of þnancial statements necessarily 
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¶ Determine, from the matters communicated with th
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Consolidated statements of  
changes in equity
(In millions of Canadian dollars)
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2. Signiþcant accounting policies, continued:
(g) Revenue recognition, continued:

Contracts with customers 
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2. Signiþcant accounting policies, continued:
(p) Income taxes:

Income tax expense is comprised of current and deferred tax. Current and deferred tax is recognized in net income or loss, 
except to the extent that it relates to a business combination, or items recognized directly in equity, other comprehensive 
income (loss), or in loans and borrowings.

Current income taxes
Current income taxes comprise the expected tax payable or receivable on the taxable income or loss for the year and any 
adjustment to the tax payable or receivable in respect of previous years. The Companyõs operations are complex, and the 
related domestic and foreign tax interpretations, regulations, legislation and jurisprudence are continually changing. The 
amount of current income tax payable or receivable is the best estimate of the tax amount expected to be paid or received 
that reÿects uncertainty related to income taxes, if any  t is meacured usin  tax ᴯates unҗcted or cu stanti ely unҗcted 

at the be ortin  ate.reCogni es the income tax beÿeᶠt of қn uncertain tax pos tion only heƆ it is more li ely tha!  ta" ^ ̾ eҏנҿMᴠנя reßדar= paҿ ľ
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7.  Expenses:
Year ended December 31   2021
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14. Derivative þnancial instruments and hedge accounting, continued:
Fair values of derivative instruments are determined, when possible, using exchange or over-the-counter price quotations 
by reference to quoted bid, ask or closing market prices dependent on which is most representative of fair value in the 
circumstances, in the principal market for that instrument. 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. When traded markets are not considered to be sufþciently active or do not exist, the Company uses appropriate 
valuation and price modelling techniques commonly used by market participants to estimate fair value. The Company may 
also rely on price forecasts prepared by third-party market experts to estimate fair value when there are limited observable 
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15. Government compensation:
In 2016, the Company reached an agreement with the Government of Alberta (GoA) related to the 2030 phase-out of 
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16. Deferred tax:
 Movement of deferred tax balances
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21. Loans and borrowings:
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23. Deferred revenue and other liabilities:
At December 31   2021   2020

Deferred government grant revenue (note 15)  $ 219  $ 309

Deferred payments on capital project costs   126   –

Contract liabilities1   42   48

Other deferred revenue and liabilities   57   55

  444   412

Less current portions: 

 Deferred government grant revenue   117   117
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28. 
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30. Risk management, continued:
 Market risk, continued:
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30. Risk management, continued:
 Credit risk, continued:

The Company is not permitted to sell or re-pledge collateral in the absence of default of the collateral providers. At 



Capital Power 2021 Consolidated Financial Statements62

30. Risk management, continued:
 Credit risk, continued:

Trade and other receivables and allowance for doubtful accounts
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31. Capital management, continued:
Capital Power has the following externally imposed requirements on its capital as a result of its credit facilities and certain 
debt covenants, as deþned in the respective agreements:

• Maintenance of modiþed consolidated net tangible assets to consolidated net tangible assets ratio, as deþned in the debt 
agreements, of not less than 0.75 to 1.0;

• Maintenance of consolidated senior debt to consolidated capitalization ratio, as deþned in the debt agreements, of not 
more than 0.65 to 1.0;

• Limitation on debt issued by subsidiaries; and

• In the event that Capital Power is assigned a rating of less than BBB- from S&P and BBB (low) from DBRS (in each case 
Mairtaed a raBle of consolidaten  -ati iuiя
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33. Commitments and contingencies, continued:
(d)  Following the severe weather events during the February 9 to 20, 2021 period, the Company settled the offtake 




