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PART I

As used herein, the terms “Atlantic Power,” the “Company,” “we,” “our,” and “us” refer to Atlantic Power Corporation, togeth
with those entities owned or controlled by Atlantic Power Corporation, unless the context indicates otherwise. All

references to “Cdn$” and “Canadian dollars” are to the lawful currency of Canada and references to “$,” “US$” and “U.S.
dollars” are to the lawful currency of the United States. All dollar amounts herein are in U.S. dollars, unless otherwise
indicated.

CAUTIONARY STATEMENT REGARDING FORWARD LOOKING INFORMATION

Certain statements in this Annual Report on Form 10 K constitute “forward looking statements” within the meaning of

the Private Securities Litigation Reform Act of 1995 and Canadian securities laws. Forward looking statements

generally can be identified by the use of forward looking terminology such as “outlook,” “objective,” “may,” “will,” “expect,’
“intend,” “estimate,” “anticipate,” “believe,” “should,” “plans,” “continue,” or similar expressions suggesting future outcomes
events. Examples of such statements in this Annual Report on Form 10 K include, but are not limited to, statements

with respect to the following:

EEINT3

- our ability to generate sufficient cash flow to service our debt obligations or implement our business plan, including
financing internal or external growth opportunities;

- the outcome or impact of our business strategy to increase our intrinsic value on a per-share basis through
disciplined management of our balance sheet and cost structure and investment of our discretionary cash in a
combination of organic and external growth projects, acquisitions, and repurchases of debt and equity securities;

- our ability to renew or enter into new power purchase agreements (“PPAs”’) on favorable terms or at all after the
expiration of our current agreements;

our ability to meet the financial covenants under our Credit Facilities (as defined herein) and other indebtedness;

our ability to ensure that our plants operate safely and effectively;

expectations regarding maintenance and capital expenditures; and

the impact of legislative, regulatory, competitive and technological changes.
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Such forward looking statements reflect our current expectations regarding future events and operating performance
and speak only as of the date of this Annual Report on Form 10 K. Such forward looking statements are based on a
number of assumptions which may prove to be incorrect, including, but not limited to the assumption that the projects
will operate and perform in accordance with our expectations. Many of these risks and uncertainties can affect our
actual results and could cause our actual results to differ materially from those expressed or implied in any

forward looking statement made by us or on our behalf.

Forward looking statements involve significant risks and uncertainties, should not be read as guarantees of future
performance or results, and will not necessarily be accurate indications of whether or not or the times at or by which
such performance or results will be achieved. In addition, a number of factors could cause actual results to differ
materially from the results discussed in the forward looking statements, including, but not limited to, the factors
included in the filings Atlantic Power makes from time to time with the SEC and the risk factors described under
“Item 1A. Risk Factors” in this Annual Report on Form 10 K. Our business is both highly competitive and subject to
various risks.
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These risks include, without limitation:

- the expiration or termination of power purchase agreements and our ability to renew or enter into new PPAs on
favorable terms or at all;

our ability to service our debt obligations or generate sufficient cash flow to pay preferred dividends;

- our ability to access liquidity for the ongoing operation of our business and the execution of our business plan or any
potential options, which may involve one or more of the use of cash on hand, the issuance of additional corporate
debt or equity securities and the incurrence of privately placed bank or institutional non recourse operating level debt;

our indebtedness and financing arrangements and the terms, covenants and restrictions included in our Credit
Facilities;

exchange rate fluctuations;

- the impact of downgrades in our credit rating or the credit rating of our outstanding debt securities, and changes in
our creditworthiness;

unstable capital and credit markets;

the dependence of our projects on their electricity and thermal energy customers;

exposure of certain of our projects to fluctuations in the price of electricity or natural gas;

the dependence of our projects on third party suppliers;

projects not operating according to plan;

the effects of weather, which affects demand for electricity and fuel as well as operating conditions;

U.S., Canadian and/or global economic conditions and uncertainty;
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risks beyond our control, including but not limited to geopolitical crisis, acts of terrorism or related acts of war,
natural disasters or other catastrophic events;

the adequacy of our insurance coverage;

the impact of significant energy, environmental and other regulations on our projects;

the impact of impairment of goodwill, long lived assets or equity method investments;

the impact of failure to fully comply with Section 404 of the Sarbanes-Oxley Act
of 2002;

increased competition, including for acquisitions;

our limited control over the operation of certain minority owned projects;

transfer restrictions on our equity interests in certain projects;

risks inherent in the use of derivative instruments;
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labor disruptions;

the impact of hostile cyber intrusions;

- the impact of our failure to comply with the U.S. Foreign Corrupt Practices Act and/or Canadian Corruption of
Foreign Public Officials Act; and

our ability to retain, motivate and recruit executives and other key employees.

Material factors or assumptions that were applied in drawing a conclusion or making an estimate set out in the

forward looking information include, without limitation, third party projections of regional fuel and electric capacity
and energy prices based on assumptions about future economic conditions and courses of action, the general

conditions of the markets in which the Company operates, revenues, internal and external growth opportunities, the
Company’s ability to sell assets at favorable prices or at all and general financial market and interest rate conditions.
Although the forward looking statements contained in this Annual Report on Form 10 K are based upon what are
believed to be reasonable assumptions, investors cannot be assured that actual results will be consistent with these
forward looking statements, and the differences may be material. Certain statements included in this Annual Report on
Form 10 K may be considered “financial outlook” for the purposes of applicable securities laws, and such financial
outlook may not be appropriate for purposes other than this Annual Report on Form 10 K. These forward looking
statements are made as of the date of this Annual Report on Form 10 K and, except as expressly required by applicable
law, we assume no obligation to update or revise them to reflect new events or circumstances.

3
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ITEM 1. BUSINESS

GENERAL

Atlantic Power is an independent power producer that owns power generation assets in nine states in the United States
and two provinces in Canada. Our power generation projects, which are diversified by geography, fuel type, dispatch
profile and offtaker, sell electricity to utilities and other large customers predominantly under long term PPAs, which
seek to minimize exposure to changes in commodity prices. As of December 31, 2018, our portfolio consisted of
seventeen projects operating or under contract with an aggregate electric generating capacity of approximately 1,598
megawatts (“MW?”) on a gross ownership basis and approximately 1,252 MW on a net ownership basis. Fourteen of the
projects are majority owned by the Company. Two of our Ontario projects totaling 80 MW on a gross and net
ownership basis have not operated since the expiration of their contracts on December 31, 2017. In early February
2018, our three plants in San Diego, totaling 112 MW on a gross and net ownership basis, ceased operations and will
be decommissioned, as discussed in Our Organization and Segments.

The following charts show, based on generation capacity in MW, the diversification of our portfolio by segment and
fuel type for our projects currently in operation:

We sell the majority of the capacity and energy from our power generation projects under PPAs to a variety of utilities
and other parties. Under the PPAs, which have expiration dates ranging from June 30, 2019 to March 31, 2037, we
receive payments for electric energy sold to our customers (known as energy payments), in addition to payments for
electric generation capacity (known as capacity payments). We also sell steam from a number of our projects to
industrial purchasers under steam sales agreements. Sales of electricity are generally higher during the summer and
winter months, when temperature extremes create demand for either summer cooling or winter heating.

We directly operate and maintain the majority of our power generation projects. We also partner with recognized
leaders in the independent power industry to operate and maintain our other projects, including Heorot Power
Management LLC (“Heorot”) and Purenergy LLC (“Purenergy”). Under these operation, maintenance and management
agreements, the operator is typically responsible for operations, maintenance and repair services.

HISTORY OF OUR COMPANY

Atlantic Power Corporation is a corporation continued under the laws of British Columbia, Canada, which was
incorporated in 2004. We used the proceeds from our initial public offering on the Toronto Stock Exchange (“TSX”) in

10
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November 2004 to acquire a 58% interest in Atlantic Power Holdings, LLC (which we refer to herein as “Atlantic
Holdings”) from two private equity funds managed by ArcLight Capital Partners, LLC (““ArcLight”) and from Caithness
Energy, LLC (“Caithness”). Until December 31, 2009, we were externally managed under an agreement with Atlantic
Power Management, LLC, an affiliate of ArcLight, when we agreed to pay ArcLight an aggregate of $15 million to
terminate its management agreement with us. In connection with the termination of the management agreement, we

4
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hired all of the then current employees of Atlantic Power Management and entered into employment agreements with
its three officers.

At the time of our initial public offering, our publicly traded security was an Income Participating Security (“IPS”),
which was comprised of one common share and a subordinated note. In November 2009, our shareholders approved a
conversion from the IPS structure to a traditional common share structure in which each IPS was exchanged for one

new common share and each old common share that did not form a part of an IPS was exchanged for approximately
0.44 of a new common share. Our common shares trade on the TSX under the symbol “ATP”. On July 23, 2010, we also
began trading on the New York Stock Exchange (“NYSE”) under the symbol “AT”.

On November 5, 2011, we directly and indirectly acquired all of the issued and outstanding limited partnership units

of Capital Power Income L.P., which was renamed Atlantic Power Limited Partnership on February 1, 2012 (the
“Partnership”). The Partnership’s portfolio consisted of 19 wholly owned power generation assets located in both Canada
and the United States, a 50.15% interest in a power generation asset in the state of Washington, and a 14.3% common
ownership interest in Primary Energy Recycling Holdings, LL.C which was later sold in 2012. At the acquisition date,

the transaction increased the net generating capacity of our projects by 143% from 871 MW to approximately 2,116

MW.

On June 26, 2015, we sold our 100% ownership interest in Meadow Creek Project Company, LLC (“Meadow Creek”),
99% ownership in Canadian Hills Wind, LLC (“Canadian Hills”), 50% ownership interest in Rockland Wind Farm, LL.C
(“Rockland”), 27.6% ownership interest in Idaho Wind Partners 1, LLC (“Idaho Wind”) and 12.5% ownership interest in
Goshen Phase II, LLC (“Goshen”) (collectively, the “Wind Projects”), totaling 521 MW net ownership to TerraForm AP
Acquisition Holdings, LLC (“TerraForm”), an affiliate of SunEdison, Inc.

OUR BUSINESS STRATEGY

General

Our business strategy is to increase the intrinsic value of the Company on a per-share basis. An important element of
that strategy is strengthening our balance sheet and financial flexibility by continuing to reduce our debt and interest
costs significantly. We also continue to evaluate our overhead and operating costs for further cost savings
opportunities. We use our depth of operational and commercial experience to enhance the operating, contractual and
financial performance of our current portfolio of projects, and to extend or renew expiring PPAs for our projects when
it is economically feasible to do so. In allocating discretionary capital we are guided by the price-to-value relationship
and the impact on intrinsic value per share. We rank the various potential uses — organic growth, external investments
and acquisitions, and repurchases of our debt and equity securities — on that basis. With respect to organic growth, we
have made optimization investments (to improve efficiency or reliability or increase capacity) in our existing projects

12
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that have produced cash returns higher than those currently available externally. We may undertake additional
investments to repower certain facilities in conjunction with extensions of existing PPAs, if the returns are attractive.
We believe that we have a highly disciplined and opportunistic approach to external growth, with a focus on
out-of-favor assets. We will use discretionary cash for repurchases of our debt and equity securities only when the
price-to-value level is compelling.

Extending PPAs following their expiration

PPAs in our portfolio have expiration dates ranging from June 30, 2019 to March 31, 2037. We plan for PPA
expirations by evaluating various options in the market. New arrangements may involve responses to utility
solicitations for capacity and energy, direct negotiations with the original purchasing utility for PPA extensions,
approaches by the projects to likely bilateral counterparties, including traditional PPAs, tolling agreements with
creditworthy energy trading firms or the use of derivatives to lock in value. The current market for PPAs is
challenging. When a PPA expires or is terminated, it is possible that the price received by the project for power under
subsequent arrangements, if any, may be reduced and in some cases, significantly. We do not assume that revenues or
operating margins under existing PPAs will necessarily be sustained after PPA expirations, since most original PPAs
included capacity payments related to return of and return on original capital invested, and counterparties or evolving
regional electricity markets may or may not provide similar payments under new or extended PPAs. Our projects may
not be able to secure a new agreement

5
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and could be exposed to selling power at spot market prices. It is possible that subsequent PPAs or the spot markets

may not be available at prices that permit the operation of the project on a profitable basis, which may result in our
decision to mothball or retire the project. For the status of description of some of our PPAs and related renegotiations,
see Item 1A. “Risk Factors—Risk Related to Our Business and Our Projects—The expiration or termination of our PPAs
could have a material adverse impact on our business, results of operations and financial condition.”

Organic growth

We plan to continue to enhance the operational and financial performance of our projects by improving their operating
efficiencies, output, reliability and operation and maintenance costs through investments to upgrade or enhance
existing equipment or plant configurations. We also seek to optimize commercial arrangements such as PPAs, fuel
supply and transportation contracts, steam sales agreements, operations and maintenance agreements and hedging
arrangements. To the extent we achieve PPA extensions or new contracts on economically feasible terms, and we
have sufficient cash flow or are able to obtain financing, we may expand or repower existing projects, or develop new
long-term contracted plants with industrial customers.

External Growth & Acquisitions

We pursue external growth opportunities consistent with our strategy to maximize the intrinsic value of the Company
on a per-share basis. Our acquisition strategy is focused on power generation assets in operation in the United States
and Canada, targeting out-of-favor assets with a compelling price-to-value relationship. We may also pursue the
greenfield development of new power generation projects when a favorable risk/reward balance exists.

OUR COMPETITIVE STRENGTHS

We have the following competitive strengths:

- Diversified projects. Our power generation projects in operation or under contract have an aggregate gross electric
generation capacity of approximately 1,598 MW, and our net ownership interest in these projects is approximately
1,252 MW at December 31, 2018. These projects are diversified by fuel type, electricity and steam customers,
technologies, project operators and geography. The majority are located in the U.S. Eastern, Mid Atlantic and
Midwest regions, and the province of British Columbia.

14
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- Experienced management team. Our management team has a depth of experience in commercial power operations
and maintenance, project development, asset management, mergers and acquisitions, capital raising and
management and financial controls.

- Stability of project cash flow. Many of our power generation projects currently in operation have been in operation
for more than ten years. Cash flows from each project are generally supported by PPAs with investment grade
utilities and other creditworthy counterparties. We aim to stabilize operating margins through a combination of a
project’s PPAs, fuel supply agreements and/or commodity hedges, when possible.

- Strong in house operations and asset management teams. We manage the operations of fourteen of our seventeen
operating power generation projects, which represent approximately 62% of our portfolio’s total net generating
capacity. The remaining three generation projects are operated by third parties, which are recognized leaders in the
independent power business.

15



Edgar Filing: ATLANTIC POWER CORP - Form 10-K

Table of Contents

ASSET MANAGEMENT

Our asset management strategy is to manage our physical assets and commercial relationships to increase shareholder
value. We proactively seek scale opportunities and to establish best practices that result in EBITDA and cash flow
growth across all of our seventeen operating plants. Our asset management group works to ensure that our projects
receive appropriate preventative and corrective maintenance and incur capital expenditures to provide for their safety,
efficiency, availability, flexibility, longevity, and growth in EBITDA contribution. We also proactively look for
opportunities to optimize power purchase, fuel supply, long term service and other agreements to deliver strong and
predictable financial performance. The teams at each of the businesses have extensive experience in managing,
operating and maintaining the assets.

For operations and maintenance services at the three projects in our portfolio which we do not operate, we partner
with experienced operators in the independent power business. Examples of our third party operators include Heorot
and Purenergy, which are experienced, well regarded energy infrastructure management services companies. In
addition, employees of Atlantic Power with significant experience managing similar assets are involved in all
significant decisions with the objective of proactively identifying value creating opportunities such as contract
renewals or restructurings, asset level refinancings, add on acquisitions, divestitures and participation at partnership
meetings and calls.

OUR ORGANIZATION AND SEGMENTS

The following tables outline by segment our portfolio of power generating assets in operation as of December 31,
2018, including our interest in each facility. We believe our portfolio is well diversified in terms of electricity and
steam customers, fuel type, regulatory jurisdictions and regional power pools, thereby partially mitigating exposure to
market, regulatory or environmental conditions specific to any single region.

We have four reportable segments: East U.S., West U.S., Canada and Un Allocated Corporate. The segment classified
as Un Allocated Corporate includes activities that support the executive and administrative offices, capital structure
and costs of being a public registrant. These costs are not allocated to the operating segments when determining
segment profit or loss.

The sections below provide descriptions of our projects as they are aligned in our segment reporting structure for
financial reporting purposes.

East U.S. Segment

16
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Our East U.S. segment accounted for 56.2%, 33.7% and 35.7% of consolidated revenue in 2018, 2017 and 2016,
respectively, and total net generation capacity of 531 MW at December 31, 2018. Niagara Mohawk Power
Corporation accounted for 15.1% of total consolidated revenues and 26.8% of total revenues from the East U.S.
segment for the year ended December 31, 2018.

The table below provides the revenue and project income for the East U.S. segment. See Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Project Income (Loss) by Segment for
additional details on our project income (loss).

East U.S. Segment
Project
Revenue income (loss)
($ in millions($ in millions)
2018 $ 158.7 $ 709
2017 152.5 (17.0)
2016 134.5 31.2

17
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Set forth below is a list of our East U.S. projects in operation at December 31, 2018:

Power
Gross Economic Net Contract
Location Fuel MW Interest MW Primary Electric Purchasers Expiry
Florida Natural Gas 129 50.00 % 65 Progress Energy Florida December 2022
Georgia Biomass 55 100.00 % 55 Georgia Power September 203
Illinois Natural Gas 177 100.00 % 100 Merchant N/A
77 Equistar Chemicals, LP (3) December 2034
Michigan Biomass 40 100.00 % 40 Consumers Energy June 2028
New Jersey Coal 262 40.00 % 89 Atlantic City Electric (5) March 2024
16 Chemours Co. March 2024
September 202
New Jersey Natural Gas 29 100.00 % 29 Merck & Co., Inc. (6)
Niagara Mohawk Power December 2027
New York Hydro 60 100.00 % 60 Corporation (7

() Unconsolidated entities for which the results of operations are reflected in equity earnings of unconsolidated

affiliates.

(2) Equistar has an option to purchase Morris that is exercisable in December 2020 and in December 2027.

() Equistar has the right under the PPA to take up to 77 MW, but on average has taken approximately 50 MW.

4) Represents the credit rating of LyondellBasell, the parent company of Equistar Chemicals, as Equistar is not rated.

) The base PPA with Atlantic City Electric (“ACE”) makes up the majority of the revenue from the 89 Net MW. For
sales of energy and capacity not purchased by ACE under the base PPA and sold to the spot market, profits are
shared with ACE under a separate power sales agreement.

(6) Merck has a one-year extension option that, if exercised, would extend the PPA expiration date to September 30,
2021.

() The Curtis Palmer PPA expires at the earlier of December 2027 or the provision of 10,000 GWh of generation.
From January 6, 1995 through December 31, 2018, the facility has generated 7,651 GWh under its PPA. Based on
cumulative generation to date, we expect the PPA to expire prior to December 2027.

West U.S. Segment

18
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Our West U.S. segment accounted for 15.5%, 25.4% and 24.9% of consolidated revenue in 2018, 2017 and 2016,
respectively, and total net generation capacity of 487 MW at December 31, 2018. Power Service Company of
Colorado accounted for 7.0% of total consolidated revenues and 45.7% of total revenues from the West U.S. segment
for the year ended December 31, 2018.

The table below provides the revenue and project income (loss) for the West U.S. segment. See Item 7 Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Project Income (Loss) by Segment for
additional details on our project income (loss).

West U.S. Segment
Project
Revenue income (loss)
($ in millions($ in millions)
2018 $ 43.8 $ 0.9
2017 108.9 (72.0)
2016 101.3 11.8
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Set forth below is a list of our West U.S. projects in operation at December 31, 2018:

Power
Gross Economic Net Contract
Location Fuel MW Interest MW Primary Electric Purchasers Expiry
Natural May
California Gas 49 100.00 % 49 Southern California Edison 2020 (1)
Natural Public Service Company of April
Colorado Gas 300 100.00 % 300 Colorado 2022
Natural August
Washington Gas 250 50.15 % 50 Benton Co. PUD 2022
August
45 Grays Harbor PUD 2022
August
30 Franklin Co. PUD 2022
March
Washington Hydro 13 100.00 % 13 Puget Sound Energy 2037

(1) Oxnard’s steam sales agreement expires in February 2020.

(2 Public Service Company of Colorado has an option to purchase Manchief that is exercisable in May 2020 and in
May 2021.

() Unconsolidated entities for which the results of operations are reflected in equity earnings of unconsolidated
affiliates.

In August 2018, we terminated discussions with the Navy regarding site control for Naval Station, Naval Training
Center (‘NTC”) and North Island. We are proceeding with plans to decommission all three sites in 2019, which is a
requirement of our land use agreements with the Navy. Pending a determination with the Navy regarding the scope of
work and receipt of bids from contractors, the final cost of the decommissioning may exceed our asset retirement
obligation of $5.0 million.

Canada Segment

Our Canada segment accounted for 27.9%, 39.1% and 40.7% of consolidated revenue in 2018, 2017 and 2016,
respectively, and total net generation capacity for operational projects of 237 MW at December 31, 2018. British
Columbia Hydro and Power Authority (“BC Hydro”) accounted for 12.5% of total consolidated revenues and 44.0% of
total revenues from the Canada segment for the year ended December 31, 2018.
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The table below provides the revenue and project income (loss) for the Canada segment. See Item 7 Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Project Income (Loss) by Segment for
additional details on our project income (loss).

Set forth below is a list of our Canada projects in operation or under contract at December 31, 2018:

Location
British
Columbia
British
Columbia
British
Columbia

Ontario

Ontario

Ontario

Fuel
Hydro
Hydro
Biomass
Biomass
Natural
Gas

Natural
Gas

Gross
MW

50

6

66

35

40

37

2018
2017
2016

Economic
Interest

100.00

100.00

100.00

100.00

100.00

100.00

Canada Segment
Project income
Revenue (loss)
($ in millions($ in millions)
$ 78.9 $ 17.0
168.6 38.8
162.5 (35.7)

Net
MW Primary Electric Purchasers
% 50 BC Hydro
% 6 BC Hydro
% 66 BC Hydro
Ontario Electricity Financial
% 35 Corporation
Independent Electricity
% 40 System Operator
Independent Electricity
% 37 System Operator

Power

Contract

Expiry
September 2027
August 2022
June 2019

June 2020

December 2022

October 2033

() BC Hydro has an option to purchase Mamquam that is exercisable in November 2021 and every five-year

anniversary thereafter.
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General

Historically, the North American electricity industry was characterized by vertically integrated monopolies. During
the late 1980s, several jurisdictions began a process of restructuring by moving away from vertically integrated
monopolies toward more competitive market models. Rapid growth in electricity demand, environmental concerns,
increasing electricity rates, technological advances and other concerns prompted government policies to encourage the
supply of electricity from independent power producers. More recently, the North American electricity industry has
become more diversified but faces the challenges of declining reserve margins and energy prices and uncertainty
resulting from environmental regulations.

According to the North American Electric Reliability Corporation’s (“NERC”) 2018 Long Term Reliability Assessment
(“LTRA”), published in December 2018, the 10-year forecast compound annual growth rate of the peak summer and
winter electricity demand has leveled off, but remains historically low. The LTRA reference case shows a compound
annual growth rate of 0.6% for both the summer and winter seasons. This growth rate is consistent with the 2017

LTRA. However, the projected growth rate was 1.5% just a decade earlier. These growth rates are expected to

continue to decline due to the increase in energy efficiency and conservation programs as well as the continued growth
of distributed solar and other storage sources.

Despite recent and projected low demand growth, regions where we operate are projected to have reserve margin
shortfalls or reserve margins that are lower than NERC’s reference reserve margin level. According to the LTRA, the
North American electric power system is undergoing a significant transformation with ongoing retirements of
fossil-fired and nuclear capacity as well as growth in natural gas, wind, and solar resources. This shift is caused by
several drivers, such as existing and proposed federal, state, and provincial environmental regulations as well as low
natural gas prices, in addition to the ongoing integration of both distributed and utility-scale renewable resources.
Natural gas-fired generation surpassed coal as the predominant fuel source for electric generation and is the leading
fuel type for capacity additions.

Non utility power generation

The electric power industry is one of the largest industries in the United States, generating annualized retail electricity
sales of approximately $370 billion through November 2018, based on information published by the Energy
Information Administration, an increase from $359 billion during the same period of 2017. A significant portion of the
power produced in the United States and Canada is generated by non utility generators. According to the Energy
Information Administration, independent power producers represented approximately 40% of total net generation in
2018. Independent power producers sell the electricity that they generate to electric utilities and other load serving
entities (such as municipalities and electric cooperatives) by way of bilateral contracts or open power exchanges. The
electric utilities and other load serving entities, in turn, generally sell this electricity to industrial, commercial and
residential customers. In the independent power generation sector, electricity is generated from a number of energy
sources, including natural gas, coal, water, waste products such as biomass (e.g., wood, wood waste, agricultural
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waste), landfill gas, geothermal, solar and wind. All of our plants are non utility electric generating facilities in the
North American electrical power generation industry.

Competition

The power generation industry is characterized by intense competition, and we compete with utilities, industrial
companies, yieldcos and other independent power producers. Historically low crude and natural gas prices as well as
decreased rates of demand growth have contributed to reduced capacity and energy prices and increasing competition
among generators to obtain power sales agreements. We also compete for acquisition and joint venture opportunities
with numerous private equity, infrastructure and pension funds, Canadian and U.S. independent power firms, utility
non regulated subsidiaries and other strategic and financial players.

10
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REGULATORY MATTERS

Overview

Our facilities and operations are subject to laws and regulations that govern, among other things, transactions by and
with purchasers of power, including utility companies, the development and construction of generation facilities, the
ownership and operations of generation facilities, access to transmission, and the geographical location, zoning, land
use and operation aspects of our facilities and properties, including environmental matters.

In the United States, the power generation and sale aspects of our projects are primarily regulated by the Federal
Energy Regulation Commission (“FERC”), although most of our projects benefit from the special provisions accorded
to Qualifying Facilities (“QFs”) or Exempt Wholesale Generators (“EWGs”).

In Canada, electricity generation is subject primarily to provincial regulation. Our projects in British Columbia are
therefore subject to different regulatory regimes from our projects in Ontario.

Generating projects

United States

Nine of our power generating projects are QFs under the Public Utility Regulatory Policies Act of 1978, as amended
(“PURPA”), and FERC regulations. A QF falls into one or both of two primary classes, both of which would facilitate
one of PURPA’s goals to more efficiently use fossil fuels to generate electricity than typical utility plants. The first
class of QFs includes energy producers that generate power using renewable energy sources such as wind, solar,
geothermal, hydro, biomass or waste fuels. The second class of QFs includes cogeneration facilities, which must meet
specific fossil fuel efficiency requirements by producing both electricity and steam versus electricity only.

The generating projects with QF status are currently party to a PPA with a utility or have been granted authority to
charge market-based rates or are exempt from FERC rate-making authority. The FERC has granted eight of the
projects the authority to charge market-based rates based primarily on a finding that the projects lack market power.
The projects with QF status are also exempt from state regulation respecting the rates of electric utilities and the
financial or organizational regulation of electric utilities. However, state regulators may review the prudency of
utilities entering into PPAs with QFs and the siting of the generation facilities. The majority of our generation is sold
by QFs under PPAs that required approval by state authorities.
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PURPA, as initially implemented by the FERC, generally required that vertically integrated electric utilities purchase
power from QFs at their avoided costs. The Energy Policy Act of 2005 (the “EP Act of 2005”), however, established
new limits on PURPA’s requirement that electric utilities buy electricity from QFs to certain markets that lack
competitive characteristics. The projects with EWG status are also exempt from state regulation respecting the rates of
electric utilities.

Notwithstanding their status as QFs and EWGs, our projects remain subject to various aspects of FERC regulation,
including those relating to power marketer status and to oversight of mergers, acquisitions and investments relating to
utilities under the Federal Power Act, as amended by the EP Act of 2005. Eight of our projects are also subject to
reliability standards developed and enforced by NERC. NERC is a not-for-profit regulatory authority whose mission
is to assure the reliability and security of the bulk power system in North America.

Pursuant to its authority, NERC has issued, and the FERC has approved, a series of mandatory reliability standards.
Users, owners and operators of the bulk power system can be penalized significantly for failing to comply with the
FERC-approved reliability standards. We have designated our Manager of Operational and Regulatory Compliance to
oversee compliance with reliability standards and an outside law firm specializing in this area advises us on FERC and
NERC compliance, including annual compliance training for relevant employees.

11
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British Columbia, Canada

The vast majority of British Columbia’s power is generated or procured by BC Hydro, which is one of the largest
electric utilities in Canada. BC Hydro is owned by the Province of British Columbia and is regulated by the British
Columbia Utilities Commission (the “BCUC”), which is governed by the Utilities Commission Act (British Columbia)
(the “UCA”). The BCUC is also responsible for the regulation of British Columbia’s public energy utilities including
publicly owned and investor-owned utilities (i.e., independent power producers).

BC Hydro is generally required to acquire all new power (beyond what it already generates from existing BC Hydro
plants) from independent power producers.

All contracts for electricity supply, including those between independent power producers and BC Hydro, must be
filed with and approved by the BCUC. In making its determination, the BCUC will examine whether the contract is
in the public interest. The BCUC may hold a hearing in this regard. Furthermore, the BCUC may make rules
governing conditions to be contained in agreements entered into by public utilities for electricity.

Pursuant to the UCA, the BCUC has adopted the standards developed by the NERC and the Western Electricity
Coordinating Council (“WECC”) in respect to all generators of electricity in British Columbia, including independent
power producers. As a practical matter, the BCUC appointed WECC as Administrator to assist the BCUC in carrying
out the registration of parties and compliance monitoring.

The Clean Energy Act (the “Clean Energy Act”), which became law in 2010, sets out British Columbia’s energy
objectives. The Clean Energy Act states, among other things, that British Columbia aims to accelerate and expand the
development of clean and renewable energy sources in British Columbia to, among other things, promote economic
development and job creation and continue to work toward the reduction of greenhouse gas emissions. The legislation
also explicitly states that British Columbia will encourage the use of waste heat, biogas and biomass to reduce waste.
Clean Energy Production in B.C.: An inter-Agency Guidebook for Project Development, which was released by the
Provincial government in 2016, is consistent with the Clean Energy Act, favors clean and renewable energy sources
such as waterpower, windpower and ocean energy generation. Pursuant to the Clean Energy Act, BC Hydro is
required to submit a report to the BCUC every five years outlining how it intends to meet these objectives and provide
updates on its progress to date.

Other provincial regulators in British Columbia having authority over independent power producers include the
British Columbia Safety Authority, the Ministry of Environment and Climate Change Strategy, and the Integrated
Land Management Bureau.
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Ontario, Canada

In Ontario, the Ontario Energy Board (“OEB”) is an administrative tribunal with overall responsibility for the regulation
and supervision of the natural gas and electricity industries in Ontario and with the authority to grant or renew, and set
the terms for, licenses with respect to electricity generation facilities, including our projects.

No person is permitted to own or operate large or medium-scale electricity generation facilities in Ontario without a
license from the OEB.

The OEB’s general functions include:

Determination of the rates charged for regulated services in the electricity sector;
Licensing of market participants;

Inspections, particularly with respect to compelling production of records and information;
Market monitoring and reporting, including on anti-competitive practice;

12
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- Consumer advocacy; and

- Enforcement and compliance.

The OEB has the authority effectively to modify licenses by adopting “codes” that are deemed to form part of the
licenses. Furthermore, any violations of the license or other irregularities in the relationship with the OEB can result in
fines. While the OEB provides reports to the Ontario Minister of Energy, it generally operates independently from the
government. However, the Minister may issue policy directives (with Cabinet approval) concerning general policy
and the objectives to be pursued by the OEB, and the OEB is required to implement such policy directives.

A number of other regulators and quasi-governmental entities play a role in electricity regulation in Ontario, including
the Independent Electricity System Operator (“IESO”), Hydro One, the Electrical Safety Authority (“ESA”) and the
Ontario Electricity Financial Corporation (“OEFC”).

In 1998, the Legislative Assembly of Ontario passed the Energy Competition Act of 1998, which authorized the
establishment of a market in electricity, and reorganized Ontario Hydro into five companies: Ontario Power
Generation (“OPG”), the Ontario Hydro Services Company (later renamed Hydro One), the Independent Electricity
Market Operator (later renamed the IESO), the ESA, and OEFC. The two commercial companies, Ontario Power
Generation and Hydro One, were intended to eventually operate as private businesses rather than as crown
corporations. In the fall of 2015, the Province sold off 15% of Hydro One in an IPO with an additional 38% sold
through December 31, 2017. In January of 2018, the Province sold a further 2.4% of the company’s outstanding
common shares to 129 First Nations of Ontario. The Province now owns approximately 48.9% of the company’s
common shares, including the 1.5% owned by Ontario Power Generation, a company wholly-owned by the Province.

The IESO is responsible for administering the wholesale electricity market and controlling Ontario’s transmission grid.
The IESO is a non-profit corporation whose dir