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• future cash flows, financial condition, operating performance, financial ratios, projected asset base,
capital expenditures, and non-GAAP financial measures and pro forma and other unaudited financial
information reflecting certain adjustments for the Company and its businesses;



Credit Rating Disclosure

This prospectus contains references to credit ratings of issuers, or their securities assigned by credit rating
agencies. Set forth below is information in respect of the credit ratings assigned by these agencies.

The following description has been sourced from information made publicly available by DBRS. In general
terms, DBRS ratings are opinion beats relpect the crediwfortinesgs ofanf issue, ar securiys, oranfoublgmatio. (Thyl)Tj02 -129 TD
0.7825 Tw
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Memorandum of Agreement means the memorandum of agreement dated June 7, 2009 between the Company,
EPCOR and EPLP as more particularly described under ‘‘Business — Memorandum of Agreement’’

mid-merit facility means a power generating facility that typically operates at between 30% and 70% of its annual
production capacity, normally during periods of higher demand

Moody’s means Moody’s Investors Services

Morris means Morris Cogeneration LLC, a corporation incorporated under the laws of Delaware

Morris Facility means the Morris cogeneration facility

MW





Ventures means EPCOR USA Ventures LLC, formerly Primary Energy Ventures LLC, a corporation incorporated

V s t a e s
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of a 50/50 joint venture with TransAlta, the Company is constructing the 495 MW Keephills 3 supercritical
coal-fired power plant in Alberta, which is expected to be in operation by early 2011. Keephills 3 will
employ the same high-efficiency supercritical coal-fired technology that is currently in operation at Genesee
3 and will incorporate a number of innovative air emission reduction measures. TransAlta will operate the
facility. The Company is also constructing units 2 and 3 to expand the Clover Bar Energy Centre (‘‘Clover
Bar’’), adding a total of 200 MW of simple-cycle natural gas-fired peaking capacity. The units are expected



historical peak demand growth rate of over 2.0% seen in North America since 1990.(1) In combination with
limited near-term capacity development, demand growth in the U.S. is expected to compress reserve margins
and necessitate renewed development activity.(1)
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CORPORATE STRUCTURE
Capital Power

Capital Power Corporation was incorporated under the Canada Business Corporations Act on May 1, 2009













Ventures. Access to public and private capital markets has supported the Company’s growth. As part of its M&A
activities, the Company has completed a number of transactions including:

• the purchase of 1,373 MW of output under the Sundance and Battle River PPAs in 2000 and the sale and
expected sale of 1,002 MW between 2006 and 2010 at an expected pre-tax gain on disposition of
$515 million; and

• the purchase of Union Energy and Westcoast Capital in 2001 for $188 million and subsequent initial
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excess production, subject to an obligation to share with the OPA 50% of the gross profit for the excess
production over the Maximum Contract Energy. Capital Power does not expect to earn incentives under
this term of the energy supply contract.

The primary energy supply contract contains termination provisions including for default of the supplier or
buyer with respect to payments, performance, credit proceedings or bankruptcy. In the event of such a default by
Capital Power, the energy supply contract specifies the calculation for an early termination payment, which
considers the net present value to the OPA of the energy supply contract over the balance of its effective term,
and provides for a right of set-off.

Both energy supply contracts state that all contract related products, including GHG credits, are transferred
and assigned to the OPA.





Operating History

The following table presents a summary of Brown Lake’s historical operating data for the years 2006
through 2008.

Brown Lake
Historical Operating Data

2008 2007 2006 Average















2008 2007 2006

Generation plant availability (%)(2)

Ontario





The Greeley facility provides all of its electrical output to the PSCo under a PPA that expires in
August 2013. PSCo pays the Greeley facility a capacity payment and an energy payment. The Greeley facility
also sells hot water to the University of NeLtn ColoradPSCursuantput a to rmricsuppllitge Gpaym, which













unrealized fair value changes and foreign exchange gains and losses since the changes do not consider the items
that these items economically hedge and they are not considered predictors of future economic performance.Summary of combined and consolidated financial information

The Company reports operational results summarized into the following categories: (i) Alberta commercial
plants and portfolio optimization, (ii) Alberta contracted plants, (iii) Ontario/British Columbia contracted
plants, (iv) EPLP plants, and (v) other portfolio activities.Alberta commercial plants and portfolio optimization

Alberta commercial plants and portfolio optimization consists of generation facilities for which the

























weakening of the Canadian dollar over the first nine months of $0.045 relative to the U.S. dollar on the





Changes in working capital are primarily made up of intercompany payables and receivables between the
Company and EPCOR and are not representative of how working capital would be managed by the Company on
a stand-alone basis. Therefore, the Company uses funds from operations as its primary operating cash
flow measure.

($ millions)

Funds from operations for the three months ended March 31, 2008 . . . . . . . . . . . . . . . . . . . . . . $ 70





to a major turnaround in the second quarter of 2008 and an unplanned outage in the fourth quarter
of 2008.

The $2 million decrease in funds from operations in 2007 compared with 2006 was primarily due to the
following items:









Liquidity and capital resources

It is anticipated that on closing of this Offering, Capital Power LP will have credit facilities of approximately
$1,200 million, of which $500 million may be utilized for issuing letters of credit. In addition, Capital Power LP
will have $1,781 million of long-term debt outstanding as follows:

Amount Maturity Dates Effective Interest Rate

($ millions)

Ranging from Ranging from
Long-term debt payable to EPCOR . . . . . . . . . . . . . . . . . . $ 894 2009 to 2018 5.01% to 9.00%
Joffre Cogeneration and Brown Lake project non-recourse

financing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 45 2020 and 2016 9.57% and 8.08%
Ranging from Ranging from

EPLP long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 842 2009 to 2036 1.09% to 11.02%

$1,781

Capital Power LP will be required to make principal payments of $41 million in 2009 and $365 million in
2010 under terms of the long-term debt agreements.













change as the Company’s mix of assets and operations subject to these factors changes or the degree of
commodity hedge coverage changes.

Annual Annual net







at rates in effect at the time of the transactions. The resulting foreign exchange gains and losses are accumulated
as a component of accumulated other comprehensive income.

During the fourth quarter of 2008, changes in economic circumstances including an increase in U.S. dollar
denominated borrowings, the reduction of Canadian dollar intercompany borrowings and a significant increase
in U.S. dollar capital expenditures substantially reduced the U.S. subsidiaries exposure to Canadian dollar
transactions. It also significantly reduced the cash flow from the U.S. operations to the reporting entity as the
operating cash flow was required to fund the U.S. dollar debt and new capital expenditures. Accordingly, the









F o r  t h e  p e r i o d  e n d e d  M a r c h  3 1 ,  2 0 0 9 ,  a n  u n r e a l i z e d  g a i n ,  n e t  o f  i n c o m e  t a x e s ,  o f  $ 9  m i l l i o n  ( D e c e m b e r  3 1 ,
2 0 0 8 — $ 2 6  m i l l i o n  u n r e a l i z e d  l o s s  n e t  o f  i n c o m e  t a x e s )  w a s  r e c o r d e d  i n  o t h e r  c o m p r e h e n s i v e  i n c o m e  f o r  t h e
e f f e c t i v e  p o r t i o n  o f  c a s h  f l o w  h e d g e s ,  a n d  a n  u n r e a l i z e d  l o s s  n e t  o f  i n c o m e  t a x e s ,  o f  $ 8  m i l l i o n  ( D e c e m b e r  3 1 ,
2 0 0 8 — $ 7  m i l l i o n )  w a s  r e c l a s s i f i e d  t o  e n e r g y  p u r c h a s e s  a n d  r e v e n u e s  a s  a p p r o p r i a t e .  T h e r e  w a s  n o  i n e f f e c t i v e
p o r t i o n  o f  c a s h  f l o w  h e d g e s  f o r  w h i c h  u n r e a l i z e d  g a i n s  o r  l o s s e s  w e r e  r e q u i r e d  t o  b e  r e c o g n i z e d  i n  i n c o m e .  O f









b) Reorganization: Through a series of reorganization steps, the assets and liabilities used to carry on the
business of EPCOR Power Group will be transferred to Capital Power LP. This involves a number of

Reorganizatio’’.f

















28MAY200910513427 28MAY200910513580

Electricity Generation Capacity in British Columbia — Projected Shift in Portfolio from 2004 to 2020

2004 Projected for 2020

Renewables
1%

Natural
Gas & Oil

11%

HydroHydro
88%88%



United States

Fundamentals for the U.S. non-utility generation industry are expected to track long-term GDP growth.





pivotal role in setting wholesale power prices in WECC.(1) Changes in the price of natural gas will have a large
impact on power prices within this region.



serves part of the territory of two Regional Transmission Organizations, the PJM Interconnection and Midwest
Independent Transmission System Operator.

PJM Interconnection

The PJM Interconnection is the most mature U.S. power market and traditionally the most liquid.









Transmission Service

Issued in 1996, FERC Order No. 888 mandated the unbundling of utilities’ transmission and generation
services and required such utilities to offer eligible entities open access to utility transmission facilities on a basis
comparable to the utilities’ own use of the facilities. FERC Order No. 888 required public utility transmission

servi,le aradlini Or opde end generorces anmarketwners tschedufils and [(see cap falitsionhose)TjTJ
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the defined end of their life and are replaced. The electricity framework requires a review of the particulate





addition, some observers believe that the U.S. must adopt targets in order to participate meaningfully in
international negotiations relating to climate change.

Mandatory Reporting of GHG Emissions. In response to the FY2008 Consolidated Appropriations Act, the







RELATIONSHIP TO EPCOR

Reorganization

The following is a summary of the principal reorganization and acquisition transactions that will take place
prior to and following completion of the Offering, in connection with the formation of Capital Power LP, the
direct and indirect acquisition by Capital Power and Capital Power LP of the securities and assets described in
this prospectus and the acquisition by each of Capital Power and EPCOR of their respective interests in Capital
Power LP (collectively, the ‘‘Reorganization’’). The transfer prices for these transactions will be determined by
independent third party valuations. The transfer prices for these transactions set forth below are based on
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• the Common Shares issuable to EPCOR upon the exchange of its Exchangeable LP Units will represent
approximately 72.2% of the Common Shares outstanding assuming the exchange of all Exchangeable
LP Units for Common Shares

The Special Voting Shares of Capital Power held by EPCOR will represent not more than 49% of the votes
attached to all outstanding Common Shares and Special Voting Shares, taken together. EPCOR’s right to
exchange Exchangeable LP Units is restricted. See ‘‘— EPCOR’s Ownership in Capital Power’’ and ‘‘Description
of Share Capital and Exchangeable LP Units — Capital Power — Special Voting Shares’’. Capital Power LP will,
in turn, directly or indirectly, own the assets used to carry on the business of Capital Power.

The structure of Capital Power and Capital Power LP on completion of the Offering and the
Reorganization will be as follows:

Alberta
Contracted

Two
Facilities

    820 MW    

20 Facilities
1,668 MW 

Common
Shares 

Special Limited Voting Share
Special Voting Shares

GP and LP
Interest(2) 

Ontario/BC
Contracted

Three
Facilities

      80 MW      

Six
Facilities
743 MW  













exclusively in Capital Power’s business, as it existed at the completion of the Reorganization, Capital Power or
Capital Power LP will cooperate with EPCOR and use commercially reasonable efforts to transfer such asset
to EPCOR.

The assets constituting the business of Capital Power will be transferred to Capital Power and Capital



liabilities existing or arising from any acts or events occurring or failing to occur or alleged to have occurred or to
have failed to occur or any conditions existing or alleged to have existed on or before the time immediately prior
to the closing of the Reorganization, including any acts, events or conditions isiatea occur ny actsruoiatplemr cy a





Financial Reporting

The Company has been advised by EPCOR that, immediately following the completion of the
Reorganization, EPCOR expects to account for its investment in the Company using the equity method of
accounting. Under the Cooperation Agreement, the Company has agreed that, for so long as EPCOR is
required to (i) account for its investment in the Company under the equity method of accounting or
(ii) consolidate the Company’s results of operations and financial position, and for a further 12 months after the
date on which neither (i) nor (ii) apply, the Company shall provide EPCOR, in a timely fashion, in accordance
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The CGCN Committee has written terms of reference that establish its purpose, responsibilities,
and membership.

The CGCN Committee will seek to undertake an objective process for determining compensation by
holding ‘‘in camera’’ sessions at the end of each committee meeting, without management present, and a record
will be kept of any decisions made during such sessions.

Iing*9ncsatio, wiat the establigement og compensatios fot thN Cpf a’s execuectis,ot thEPCOR HR&Cby





• Individual performance will have a 30% weighting. Individual executive objectives will include a
combination of quantitative and qualitative goals with no pre-determined weightings. These goals are
intended to align with the annual corporate objectives and reflect goals which have a reasonable
likelihood of being achieved within the relevant year and which, if met, would be considered target
performance for purposes of the plan.

The target incentive for each position will be a percentage of base salary and will generally align at a point
above the median of the comparator group for executive positions with similar responsibilities to those of the
Company. The target incentive for non-executive positions will align at the median of the comparator group for
positions with similar responsibilities. The target bonus represents the amount that would be paid if all
objectives were achieved at target levels. The corporate STIP is funded using a ‘‘sum of targets’’ approach.

Actual Results on Performance Measures:
Annual Corporate Performance Annual

Base Salary Incentive + STIP
X X =

(e.g. $300,000) Target Payout Unit Performance Award
(e.g. 50% — $150,000) + (e.g. $150,000)

Individual Performance

Corporate Unit Individual
Performance: Performance: Performance:



2009 Plan

The 2009 Plan is structured as a stock option plan providing for one-time only grants of options that will
replace the value of outstanding 2006, 2007, 2008 and 2009 phantom option grants of EPCOR currently held by
individuals who will become employees and executives of Capital Power. The options granted under the 2009
Plan have not yet been granted, but will be granted prior to closing of the Offering.

The purpose of the options granted under the 2009 Plan is to make whole, and not provide any immediate
advantage to, employees and executives of Capital Power whose employment with EPCOR will cease and whose
replaced phantom options will be cancelled. The terms of the stock options are based on the fair market value of
Tblicld byreplace the valulac d by





The LTI Plan also permits eligible participants to receive grants of SARs that are not attached to options
(‘‘Stand Alone SARs’’). Each Stand Alone SAR gives holders the right to receive an amount in cash or Common
Shares equal to the difference between the market price of a Common Share at the time of grant and the market
price of Common Shares at the time of exercise of the Stand Alone SAR. The ‘‘market price’’ used for this
purpose is the simple-average closing price of the Common Shares as traded on the stock exchange on which the
highest aggregate volume of Common Shares have traded on each of the five trading days immedrraded on each of15 Tw
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of the Stdeac,d on radommTj
Tythe. Su fi cash sj
Tytits ebpantyacipame of eelec
-2 ive traof15 Tw
(069ice of  agh
Tyyfferene pcloymon Shares have t‘markee of the Stalone S)28.4(AR. T2at arsj
Tytit,ipame ofdiscreec
-2 i
0.012 Tw
19ice oe ofBoard,s ebsubjele difcondiTJ
-2-aveilar diffethe e notTj
Tytrad thee stock ee of the Staxchan)-352T2a)]TJ
-2.
0.01TD
0.809 Tw
1(‘‘StaUne rock eTI Pl7n also p,le participants to receTj
Tytrad thee PSUse mTRSUs,the





DC Plan. Effective on January 1, 2010, Mr. Brown will cease participation in the EPCOR 401(k) plan and
commence participation in the Company DC Plan.

Supplemental Pension Plan

The Company will adopt a supplemental pension plan (‘‘SPP’’) for current management employees which
will provide benefits which cannot be provided under the Company’s registered pension plan, and, if applicable,













All other NEOs would receive the following in the event of separation:

Event Action

Resignation � All salary and benefit programs cease.
� Annual short-term incentive payment is forfeited.
� All unvested options under the LTI Plan and 2009 Plan are

forfeited. Vested options to expire on the earlier of the original
expiry date and the date 90 days after termination of employment.

� Vested pension paid as a commuted value or deferred benefit.

Retirement � All salary and benefit programs cease.
� Annual short-term incentive payment is paid at target on a

pro rata basis.
� All unvested options under the LTI Plan and 2009 Plan are

forfeited. Vested options to expire on the earlier of the original
expiry date and the date 12 months after termination of
employment.

� Vested pension paid as a monthly benefit.

Death � All salary and benefit programs cease.
� Annual short-term incentive payment is paid on a pro rata basis.
� All unvested options under the LTI Plan and 2009 Plan are

forfeited. Vested options to expire on the earlier of the original
expiry date and the date 12 months after termination of
employment.

� Vested pension paid as a commuted value or deferred benefit.

Termination for cause � All salary and benefit programs cease.
� Annual short-term incentive payment is not paid.
� All unvested options under the LTI Plan and 2009 Plan are

forfeited. Vested options to expire on the earlier of the original
expiry date and the date 90 days after termination of employment.

� Vested pension paid as a commuted value or deferred benefit.

Termination without cause � All salary and benefit programs cease.
� All unvested options under the LTI Plan and 2009 Plan vest.

Vested options to expire on the earlier of the original expiry date
and the date 90 days after termination of employment.

� Vested pension paid as a commuted value or deferred benefit.
�







recommendations to the Board regarding new director orientation and ongoing development of existing Board
members. The Board identifies discussion topics for its annual planning retreat.

In addition, all directors are provided with a Board governance package which contains detailed
information about the Company’s business, Board and committee mandates, individual director mandates,
authority matrices, corporate structure and governance and other related matters of interest for the directors.

Ethical Business Conduct and Compliance

The Company has adopted a written Compliance and Ethics Policy (the ‘‘Ethics Policy’’), applicable to all
permanent and temporary employees of the Company and its directors. The Board of Directors has oversight
and control over the policy including governance over all material changes to and deviations from the Ethics
Policy. A copy of the Ethics Policy may be obtained from the Company’s Corporate Secretary upon request or
from the Company’s website at www.capitalpowercorp.com.

The Board of Directors will be responsible for oversight of the Company’s compliance with applicable laws.
The Board of Directors receives regular reports from the Company’s compliance and ethics department that
includes a report of any breach, management follow-up activities and mitigation strategies. A disclosure
committee consisting of members of senior management will be responsible for reviewing and reporting to the
Audit Committee with respect to proposed disclosure required to be made in accordance with applicable
securities laws.

Nomination of Directors

Other than the directors nominated by EPCOR, the CGCN Committee is responsible for identifying new
candidates for Board nomination and for recommending to the Board qualifications for directors including,
among other things, the competencies, skills, business and financial experience, leadership roles and level of
commitment required to fulfill Board responsibilities. The CGCN Committee recognizes that each director will
contribute differently to the Board and will each bring particular strengths in different areas of qualification.
After considering the qualifications that existing directors possess and that each potential new nominee would
be expected to bring to the Board, and after considering the appropriate level of representation on the Board by
directors who are independent, the CGCN Committee identifies candidates qualified for Board membership,
and recommends to the Board nominees to be placed before the shareholders at the next annual general
meeting.

The EPCOR CG&N Committee will be responsible for identifying EPCOR-elect candidates for nomination
to the Board. The EPCOR-elect candidates will be recommended to EPCOR’s board of directors for further
recommendation to the Company.

Compensation

The CGCN Committee is also responsible for recommending to the Board for approval the compensation



Assessments



Limited Voting Share. Immediately following the closing of the Offering and the Reorganization, 21,750,000

























Lock-Up

Each of the Company and EPCOR has agreed that it will not, without the prior consent of
TD Securities Inc. and Goldman Sachs Canada Inc., issue, in the case of the Company, and sell in the case of
EPCOR, or offer, grant any option to purchase or agree to issue or sell, as applicable, any equity securities or
other securities convertible into, or exchangeable or exercisable for, equity securities (other than the Common
Shares offered hereby, Common Shares issuable upon the exercise of the Over-Allotment Option, Common
Shares issuable pursuant to the exercise of the options granted under the Company’s 2009 Plan and
Common Shares issuable in connection with the acquisition of property), for a period of 180 days from the
closing date of the Offering.

Relationship between the Company and Certain of the Underwriters

Each of TD Securities Inc., RBC Dominion Securities Inc., CIBC World Markets Inc., BMO Nesbitt







The Company’s fuel expense for the Genesee plants is predominantly comprised of coal supply. To the
extent that coal mine equipment suffers significant disruption and existing coal inventories are exhausted, the
generation of electricity from the Genesee generation units and the associated revenues could be negatively









will be successful in completing such tasks on a timely basis or at all. The development and future operation of
power generation facilities can be adversely affected by changes in government policy and regulation,
environmental concerns, increases in capital costs, increases in interest rates, competition in the industry and
other matters beyond the direct control of the Company. Any one of these factors could cause actual results to
vary materially from the projections of power production, future revenue and earnings.

There is a risk that projects currently under construction, developmental projects and future projects will
not be completed on time or on budget or at all. Projects may be delayed, or experience interruption of













future electricity prices, and fluctuations in interest rates, product supply and demand, market competition,
labour market supplies, risks associated with technology, risks of a widespread influenza or other pandemic, the
Company’s ability to generate sufficient cash flow from operations to meet its current and future obligations, the









the Company. The agreements that the Company entered into with EPCOR may be amended upon agreement
between the parties, subject to applicable laws. Because EPCOR may have significant equity holdings in the
Company, the Company may not have the leverage to negotiate any required amendments to these agreements
on terms as favourable to the Company as those the Company would negotiate with a party that was not a
significant holder of equity of the Company.

Although EPCOR, in connection with the Offering, is transferring to the Company its interest in the assets
that are used exclusively in the Company’s business conducted by EPCOR and its subsidiaries, this transfer is
subject to certain excluded assets. EPCOR’s continuing businesses may lead to conflicts of interest between



















EPCOR POWER GROUP

COMBINED AND CONSOLIDATED STATEMENTS OF INCOME

(In millions of dollars)



EPCOR POWER GROUP

COMBINED AND CONSOLIDATED BALANCE SHEETS

(In millions of dollars)
December 31, 2008 and 2007





EPCOR POWER GROUP

COMBINED AND CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In millions of dollars)
Years ended December 31, 2008, 2007 and 2006

2008 2007 2006

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4 $134 $433

Other comprehensive income (loss), net of income taxes:
Unrealized gains (losses) on derivative instruments designated as cash flow hedges(1)













EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

During the year ended December 31, 2007, these new standards impacted the financial statements
as follows:

Increase
Financial statement line item (decrease)











EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)



EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Inventories:

Small parts and other consumables and coal, the majority of which are consumed by the Group in the



EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Group’s investment in the Alberta PPAs and its related revenues and expenses are recorded on a
proportionate basis, after deducting the equity syndicate’s share.

The Power LP PPAs reflect the cost to acquire long-term sales contracts under which revenue is earned
by Power LP’s generation units. The Power LP PPAs are amortized over their remaining terms, which
range from one to 20 years.

(l) Contract and customer rights and other intangible assets:



EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o) Impairment of long-lived assets:

The Group reviews the valuation of long-lived assets subject to depreciation and amortization when
events or changes in circumstances may indicate or cause a long-lived asset’s carrying amount to exceed
the total undiscounted future cash flows expected from its use and eventual disposition. An impairment



EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s) Foreign currency translation:

The Group’s self-sustaining foreign operations are translated to Canadian dollars using the current
rate method. Assets and liabilities are translated at the exchange rate in effect at the balance sheet
date. Revenues and expenses are translated at average exchange rates prevailing during the period.
The resulting translation gains and losses are deferred and included in accumulated other
comprehensive income until there is a reduction in the Group’s net investment in the foreign
operations.

Foreign currency transactions and financial statements of integrated foreign operations are translated
to Canadian dollars using the temporal method. Transactions denominated in foreign currencies are
translated at exchange rates in effect at the transaction date. Monetary assets and liabilities
denominated in foreign currencies are translated at the exchange rate in effect on the balance sheet
date. The resulting foreign exchange gains and losses are included in the combined and consolidated
statements of income.

During the fourth quarter of 2008, changes in economic circumstances caused the Group to re-evaluate















EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

11. OTHER ASSETS
2008 2007

Carrying amount
Loans and other long-term receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5  m 
 5 3 2 $ 4  m 
 5 3 6









EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

14. ASSET RETIREMENT OBLIGATIONS (Continued)

The Group estimates the undiscounted amount of cash flow required to settle its asset retirement
obligations is approximately $390 million, calculated using inflation rates ranging from 2% to 3%. The
expected timing for settlement of the obligations is between 2009 and 2090. The majority of the payments to
settle the obligations are expected to occur between 2023 and 2064 for the power generation plants, and
between 2009 and 2013 for sections of the Genesee coal mine. Discount rates ranging from 4.1% to 8.7%



EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

15. NON-CONTROLLING INTERESTS (Continued)

Future income tax assets of $1 million related to the share issue costs are recorded in the preferred share
balance. On or after June 30, 2012, the shares are redeemable by EPEL at $26.00 per share, declining by
$0.25 each year to $25.00 per share after June 30, 2016. The shares are not retractable by the holders. The
Group will not make any distributions on the Oby distribuAdA0 inP unimillfby diing araon tter paymentllarsividDeche O*
0.0545 T192Group eferred share
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NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(TabulaN3mounts in millions of dolulasd)
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NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

20. INCOME TAContinued)







EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

22. DERIVATIVE INSTRUMENTS AND HEDGE ACCOUNTING (Continued)

2007

Foreign
Energy exchangeCash flow Non- EnNon-0.6925ign



EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

22. DERIVATIVE INSTRUMENTS AND HEDGE ACCOUNTING (Continued)

on observable natural gas prices. This valuation technique resulted in unrealized pre-tax fair value losses of













EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

23. RISK MANAGEMENT (Continued)
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EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

24. CAPITAL MANAGEMENT

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to continue as a



EPCOR POWER GROUP

NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular amounts in millions of dollars)
Years ended December 31, 2008, 2007 and 2006

25. RELATED PARTY BALANCES AND TRANSACTIONSThe following summarizes the Group’s related party balances and transactions with the Group’s parent
company, EUI and its subsidiaries, and with EUI’s common shareholder, the COE. All transactions are in















EPCOR POWER GROUP

COMBINED AND CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(Unaudited, in millions of dollars)

Three Months Ended
March 31,

2009 2008

Share capital:
Balance, beginning and end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 673 $673

Retained earnings (deficit):
Balance, beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (228) 136
Adjustment for change in accounting policy (note 4) . . . . . . . . . . . . . . . . . . . . . . . . . 1 —
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54 35
Common share dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17) (5)
Refundable taxes (note 11) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5) (7)

Balance, end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (195) 159

Accumulated other comprehensive loss:
Balance, beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (64) (80)
Other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 24

Balance, end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (42) (56)

Total shareholders’ equity, end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43 3



EPCOR POWER GROUP

COMBINED AND CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited, in millions of dollars)

Three months ended
March 31,

2009 2008

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 54 $ 35



EPCOR POWER GROUP

COMBINED AND CONSOLIDATED STATEMENT OF CASH FLOWS

(Unaudited, in millions of dollars)
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NOTES TO THE INTERIM COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

March 31, 2009



EPCOR POWER GROUP

NOTES TO THE INTERIM COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

March 31, 2009
(Unaudited, tabular amounts in millions of dollars)

7. CHANGE IN NON-CASH WORKING CAPITAL
Three months ended

March 31

2009 2008

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 62 $ 125



















APPENDIX B — AUDIT COMMITTEE TERMS OF REFERENCE



4. All Committee Members shall possess sufficient financial literacy (as that term is defined in NI 52-110)
to effectively discharge their responsibilities. At least one member of the Committee shall have a
professional accounting designation or equivalent financial expertise as determined by the Board.







D. RISK MANAGEMENTThe Committee shall:1. Review annually and discuss with Management the Corporation’s policies and procedures foridentifying and managing the principal risks of its business in order to ensure that Management:a. has identified appropriate business strategies taking into account the principal risks identified; andb. is maintaining systems and procedures to manage or mitigate those risks, including programs ofloss prevention, insurance and risk reduction and disaster response and recovery programs;2. Review and report to the Board,risks of ittquarastalld risassinegemend repor, includinan updigaof







CERTIFICATE OF THE UNDERWRITERS

Dated: June 25, 2009










