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Who is Capital Power?

Capital Power (TSX: CPX) is a growth-oriented North
American power producer, building on more than a century
of innovation and reliable performance.

Our vision is to be recognized as one of North America’s
most respected, reliable and competitive power generators.

Headquartered in Edmonton, Alberta, Capital Power has
interests in 31 facilities in Canada and the U.S. totaling
approximately 3,500 MW of generation capacity. Capital
Power and its subsidiaries develop, acquire and optimize
power generation from a wide range of energy sources.
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Capital Power (TSX: CPX) indirectly owns a 49% voting interest and 100% econonic interest in
a holding company that owns 100% of the shares of the Capital Power Income L.P. General
Partner and 30.5% of CPILP's units (TSX: CPA.UN).
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EAR TO THE GROUND

* A Simple, no-cost, flexible tool for managing
compliance reporting

* Improving your internal disclosure

» Creating a culture focused on proactive due
diligence




Agenda

1. The issues
2. The perfect solution
3. How to get there

Issue #1: Lack of adequate compliance resources and
somewhat supportive management

/or only




Issue #2: Quickly changing and sometimes contradict ory laws &
regulations

Issue #3: Unreceptive internal clients who see “com pliance” as
(i) a necessary evil, (i) a hurdle to business, an d
(iif) your problem




Issue #4: Rapidly changing workforce

The Perfect Solution

* Low or no cost to develop and implement

» Easily transferable across functions,
geographies and business units

 Integrates on a “plug ‘n play” basis for new
acquisitions, product lines, & plants

* Is easily manageable with few compliance staff

* Places the responsibility for compliance squarely
on the shoulders of those in control

* Creates a culture of candid disclosure
throughout the organization
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How to Get There

1. Conduct a risk assessment

2. ldentify the policies and controls that your organization
uses to manage those material risks

3. Identify which employees/departments are responsible
for complying with the particular policies/controls

4. Help the management of those responsible employees
to design & document a departmental
disclosure/training/due diligence system for
management and oversight of the policies/controls

5. Design an overarching disclosure system that requires
the management of the responsible employees to
confirm or certify the employees’ compliance with the
policies/controls

Easy as pie!
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Step 1: Conduct a Risk Assessment

a) Confine the search to compliance risks

b) Hunt for all “material” risks across your
enterprise

c) Think about their subparts and component
risks

d) Do not jump ahead!

12




Step 2: ldentify Relevant Policies & Controls

Only after the material risks and their
subcomponents have been identified,

Identify the major policies and controls for those
particular risks.
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Step 3: ldentify Responsible Employees
& Departments

a) Decide how far down the organization you will
want to take the system at first, to enable it to
take hold

b) Decide how far down the organization you will
eventually need to take the system to make it
effective

c) ldentify which groups/departments have the
most control over, or whose compliance is
necessary to ensure, effective operation of
each identified policy/control.
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Example

Financial Controls

(e.g. A/P, Disclosure,

Revenue Recognition,
Debt Covenants)

Shared Services

Operations )
Finance/Accounting (compliance -
(GAAP) w/spending closur
authorities) material incidents)

Supply Chain h
(purchasing policy)
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Step 4: Design & Document Departmental
Disclosure Systems

Ensure that each department that is important for
the proper execution of your policies & controls:
a) is trained in relevant policies/controls

b) meets regularly and includes disclosure on its
agenda

c) has a manager who (i) is trained not to react
badly to bad news, and (ii) has an open door
policy

d) does not have other disincentives to disclosure
(e.g. performance metrics skewed toward S/T)

16




Step 5: Design an Overarching Disclosure
System

a) Design (a) question(s) to draw out information
about non-compliance with, or lack of
knowledge regarding, each material
policy/control

b) Determine which executive(s) should be
responsible for certifying each question

c) Design your “L1” form accordingly

d) Ask each certifying executive which of his or
her direct and/or indirect reports should sub-
certify

e) Design your “L2” form accordingly
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Do’s & Don’ts

DO:

» Attach a materiality threshold to the L1, except
where inappropriate (e.g. management policy
override)

» Discuss carefully whether and to what extent to
attach a materiality threshold to questions in the
L2

» Place the responsibility for ensuring the L2s are
completed on the appropriate executive(s) — not
Compliance
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Do’s & Don’ts (contd)

DO:

Expect certifiers to be cautious at first

Explain that certifiers should only be nervous
about things not disclosed

Educate the executive to (i) want to hear bad
news fast, and (ii) not to punish the messenger

Expect over disclosure in the beginning
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Do’s & Don’ts  (contd)

DON'T:

Expect the process to be pain-free

Try to take too much of the execution on
yourselves

Get too detailed at first or try to run before you
walk

Lose sight of the end zone
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What It Looks Like When It's Done

» Nothing that is reported via certificate will come
as a surprise

» Bad things will be reported as soon as they
happen

» The quick reporting of bad things will better
enable your organization to fix them before they
snowball

* Your SOX certifications will have underlying,
written support
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Good luck!

Q&A
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