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other than the province of Québec but has not yet become final for the purpose of the sale of securities. Information contained in this preliminary short form
prospectus may not be complete and may have to be amended. The securities may not be sold until a receipt for the short form prospectus is obtained from
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This short form prospectus qualifies the distribution of Cdn$ ¢ aggregate principal amount of ¢ % series B convertible
unsecured subordinated debentures (the "Debentures’) of Atlantic Power Corporation (the "Company") at the price of
Cdn$1,000 per Cdn$1,000 principal amount of Debentures (the "Offering"). The Debentures have a maturity date

of e« (the"Maturity Date") and bear interest at an annual rateof < % payable semi-annually in arrears on

the « dayof ¢ and < ineachyear (each, an"Interest Payment Date") (or the immediately following business day
if any Interest Payment Date would not otherwise be a business day) commencingon e« .The < interest payment will
represent accrued interest for the period from the closing date of the Offering up to, but excluding « . Further particulars
concerning the attributes of the Debentures are set out under "Description of Debentures' in the U.S. Prospectus (as defined
below), which isincluded in this short form prospectus. The terms and offering price of the Debentures were determined by
negotiation between the Company and BMO Nesbitt Burns Inc. (the "Underwriter"). See "Plan of Distribution". The
registered office of the Company islocated at 355 Burrard Street, Suite 1900, Vancouver, British Columbia, V6C 2G8 and
the head office of the Company islocated at 200 Clarendon Street, 25th Floor, Boston, Massachusetts, USA 02116.

A bank affiliate of BMO Nesbitt Burnsinc. isalender to Atlantic Power Holdings, Inc. (" Holdings"), an indirect
wholly-owned Subsidiary of the Company, under an existing credit facility. Consequently, the Company may be
considered a" connected issuer” of BMO Neshitt BurnsInc. under applicable securitieslawsin certain Canadian
provinces and territories. See " Relationship Between the Company and Certain Persons'.

Conversion Privilege

Each Debenture will be convertible into common shares of the Company ("Common Shares") at the
option of the holder at any time prior to the close of business on the earlier of the Maturity Date and the
business day immediately preceding the date specified by the Company for redemption of the Debentures
at aconversion priceof Cdn$ < per Common Share (the "Conversion Price"), being a conversion rate
of approximately « Common Shares per Cdn$1,000 principal amount of Debentures, subject to
adjustment in accordance with the trust indenture governing the terms of the Debentures. Holders
converting their Debentures will receive accrued and unpaid interest thereon for the period from the last
interest payment date on their Debentures to, but not including, the date of conversion. Further particulars
concerning the conversion privilege, including provisions for the adjustment of the Conversion Pricein
certain events, are set out under "Description of Debentures—Conversion Privilege" in the U.S.
Prospectus.




The Debentures may not be redeemed by the Company on or before < (except in certain limited circumstances following a
Change of Control (as defined herein)). After ¢ andpriorto < ,the Debentures may be redeemed by the Company, in
whole or in part from time to time, on not more than 60 days and not less than 30 days prior notice, at a redemption price
equal to the principal amount thereof plus accrued and unpaid interest, provided that the volume weighted average trading
price of the Common Shares on the Toronto Stock Exchange (the " T SX") for the 20 consecutive trading days ending five
trading days preceding the date on which notice of redemption is given is not less than 125% of the Conversion Price. On or
after « and prior to the Maturity Date, the Debentures may be redeemed in whole or in part at the option of the Company
on not more than 60 days and not less than 30 days prior notice at a price equal to their principal amount plus accrued and
unpaid interest. Further particulars of the interest, redemption, repurchase and maturity provisions of the Debentures are set
out under "Description of Debentures' in the U.S. Prospectus.

The Company hasfiled aregistration statement on Form S-1 (FileNo. 333— +« ) (the"U.S. Registration Statement™) with
respect to the Debentures and the Common Shares underlying the Debentures with the United States Securities and Exchange
Commission (the "SEC") under the United States Securities Act of 1933, as amended (the "U.S. Securities Act"). The U.S.
prospectus contained in the U.S. Registration Statement (the "U.S. Prospectus”) isincluded in and forms a part of this short
form prospectus. This short form prospectus qualifies the Debentures for distribution in each of the provinces and territories
of Canada other than the province of Québec.

Concurrently with the Offering of Debentures, the Company is conducting a separate public offering of + Common Shares
(plusup to an additional » Common Sharesif the underwriters exercise an option to purchase additional Common Shares)
atapriceof US$ + per Common Share (the "Common Share Offering"). This Offering is not conditional upon
completion of the Common Share Offering. See "Description of Concurrent Offering of Common Shares’ and "Use of
Proceeds’ in the U.S. Prospectus.

Thereiscurrently no market through which the Debentures may be sold and pur chasers may not be ableto resell the
Debentures purchased under this short form prospectus. This may affect the pricing of the Debenturesin the
secondary market, the transparency and availability of trading prices, the liquidity of the Debentures, and the extent
of issuer regulation. See " Risk Factors" in the U.S. Prospectus.

The Underwriter, as principal, conditionally offers the Debentures, subject to prior sale, if, as and when issued by the
Company and accepted by the Underwriter in accordance with the conditions contained in the Underwriting Agreement
referred to under "Plan of Distribution™ and subject to approval of certain legal matters on behalf of the Company by
Goodmans LLP and on behalf of the Underwriter by Blake, Cassels & Graydon LLP. The Debentures shall be taken up by the
Underwriter, if at all, on or before a date not later than 42 days after the date of the receipt for the final short form prospectus.

Priceto the Public® Underwriter's Fee Net Proceeds?®®
Per Debenture Cdn$1,000 Cdn%e Cdn$-
Total Offering Cdn$e Cdn%e Cdn$e

(1) Theoffering price of the Debentures has been determined through negotiation between the Company and the Underwriter.

(2)  Net proceeds are before deducting the expenses of the Offering, which are estimated to be approximately Cdn$ «  million.

(3) The Company has granted to the Underwriter an option (the "Over -Allotment Option") to purchase up to an additional Cdn$ < aggregate principal
amount of Debentures at a price of Cdn$1,000 per Debenture on the same terms and conditions as the Offering, exercisable in whole or in part, at the
sole discretion of the Underwriter at any one time on or prior to the 30" day after the closing of the Offering, for the purposes of covering the
Underwriter's over-allotment position, if any. If the Over-Allotment Option is exercised in full, the "Price to the Public", "Underwriter's Fee" and "Net
Proceeds" (before deducting expenses of the Offering) will beCdn$ + ,Cdn$ e+ andCdn$ < |, respectively. See"Plan of Distribution”. This
short form prospectus also qualifies for distribution the grant of the Over-Allotment Option and the issuance of the Debentures upon exercise of the
Over-Allotment Option. A purchaser who acquires any of the Debentures forming part of the over-allocation position acquires such Debentures under
this short form prospectus regardless of whether the over-allocation




position is ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. See "Plan of Distribution”.

Underwriter's Position Maximum Size or Number Exer cise Period ExercisePrice
Over-Allotment Option Cdn$e 30 days after closing of the Cdn$1,000 per Debenture
Offering

Subscriptions for the Debentures will be received subject to rejection or alotment, in whole or in part, and theright is
reserved to close the subscription books at any time without notice. Book-entry only certificates representing the Debentures
will beissued in registered form to CDS Clearing and Depository Services Inc. ("CDS") or its nominee as registered global
securities and will be deposited with CDS on the date of issue of the Debentures, which is expected to occur on or

about < , 2010 or such later date as the Underwriter and the Company may agree, but in any event no later than «
2010. Holders of Debentures will not be entitled to receive physical certificates representing their Debentures.

In certain circumstances, the Underwriter may offer the Debenturesat a price lower than the price stated above. The
Underwriter may, in connection with the Offering, effect transactionsthat stabilize or maintain the market price of
the Debenturesat levels other than those that might otherwise prevail in the open market. Such transactions, if
commenced, may beinterrupted or discontinued at any time. See" Plan of Distribution”.

The Company's ear nings cover age ratios for the twelve month periods ending December 31, 2009 and June 30, 2010,
calculated on the basis of the Company'sfinancial statements prepared in accordance with United States generally
accepted accounting principles and included in this short form prospectus, wer e less than oneto one. See" Earnings
Coverage Ratios" .

An investment in the Debenturesis subject to a number of risksthat should be considered by a prospectiveinvestor.
An investment in the Debentures should only be made by per sonswho can afford the total loss of their investment. See
" Cautionary Statement Regarding Forward Looking Information™" in thisshort form prospectus and " Risk Factors'
in the U.S. Prospectus.

The Debenturesarenot " deposits' within the meaning of the Canada Deposit | nsurance Corporation Act (Canada) and
arenot insured under the provisions of that act or any other legislation.
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AGREEMENT TO PURCHASE SECURITIES

FOR PURPOSES OF U.S. SECURITIES LAWS, NO BINDING COMMITMENT TO PURCHASE THE
DEBENTURES OFFERED PURSUANT TO THIS PROSPECTUSISMADE BY ANY INVESTOR, AND NO SALE OF
THE DEBENTURES OFFERED PURSUANT TO THIS PROSPECTUS ISMADE TO ANY INVESTOR, UNTIL
5:00 P.M. (TORONTO TIME) ON THE SECOND BUSINESS DAY AFTER SUCH INVESTOR RECEIVES THIS
PROSPECTUS. UNTIL SUCH TIME, ANY INVESTOR MAY CANCEL HISOR HERINTENTION TO PURCHASE
THE DEBENTURES WITHOUT PENALTY BY CONTACTING ANY OF THE UNDERWRITERS NAMED IN THIS
PROSPECTUS.

DOCUMENTSINCORPORATED BY REFERENCE

Information has been incorporated by reference in this short form prospectus from documents filed with the securities
commissions or similar authorities in the provinces and territories of Canada. Copies of the documents incorporated in this
short form prospectus by reference may be obtained on request without charge from the Corporate Secretary of the Company
at 200 Clarendon Street, 25th Floor, Boston, Massachusetts, U.S.A., 02116, telephone 617.977.2400. In addition, copies of
the documents incorporated by reference herein may be obtained from the securities commissions or similar authoritiesin
Canada through SEDAR at www.sedar.com.




The following documents of the Company, filed with the securities commissions or similar authorities in the provinces
and territories of Canada, are specifically incorporated by reference into and form an integral part of this short form
prospectus:

(8 the Company'sannual information form dated March 29, 2010 for the year ended December 31, 2009;

(b) theconsolidated financial statements of the Company as at and for each of the years ended December 31, 2009 and
December 31, 2008, prepared in accordance with Canadian generally accepted accounting principles ("Canadian
GAAP"), together with the notes thereto and the auditors report thereon (the "Annual Financial Statements’),
filed on SEDAR on March 29, 2010;

(c) management's discussion and analysis of the financial condition and results of operations of the Company for the
year ended December 31, 2009 (the "Annual MD& A"), filed on SEDAR on March 29, 2010;

(d) the management information circular of the Company dated May 25, 2010, as supplemented by a supplement to the
management information circular dated June 14, 2010, distributed in connection with the annual and special
meeting of shareholders held on June 29, 2010;

(e) theunaudited consolidated interim financial statements of the Company for the three and six months ended June 30,
2010 and 2009, prepared in accordance with United States generally accepted accounting principles
("U.S. GAAP"), together with the notes thereto (the "Q2 Financial Statements”), filed on SEDAR on August 9,
2010;

(f) management's discussion and analysis of the financial condition and results of operations of the Company for the
three and six months ended June 30, 2010 (the "Q2 MD& A"), filed on SEDAR on August 9, 2010; and

(g) the management information circular dated October 16, 2009, distributed in connection with the plan of
arrangement of the Company pursuant to the Business Corporations Act (British Columbia) (the "Arrangement
Circular™) excluding the fairness opinion in Schedule "G" and all references to the fairness opinion, including
under the heading "Background to and Reasons for the Conversion—Fairness Opinion".

Any documents of the type required by section 11.1 of Form 44-101F1 of National Instrument 44-101—Short Form
Prospectus Distributions to be incorporated by reference in a short form prospectus, if filed by the Company with the
securities commissions or similar regulatory authorities in the provinces and territories of Canada in which this short form
prospectus has been filed subsequent to the date of this short form prospectus and prior to the termination of the distribution,
shall be deemed to be incorporated by reference in this short form prospectus.

Any statement contained in a document incorporated or deemed to be incorporated by reference in this short form
prospectus shall be deemed to be modified or superseded for the purposes of this short form prospectus to the extent that a
statement contained herein or in any other subsequently filed document which alsois, or is deemed to be, incorporated by
reference herein modifies or supersedes such statement. The modifying or superseding statement need not state that it has
modified or superseded a prior statement or include any other information set forth in the document that it modifies or
supersedes. The making of a modifying or superseding statement shall not be deemed an admission for any purposes that the
modified or superseded statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an
omission to state a material fact that was required to be stated or that was necessary to make a statement not misleading in
light of the
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circumstances in which it was made. Any statement so modified or superseded shall not be deemed, except as so modified or
superseded, to constitute a part of this short form prospectus.

Concurrently with the filing of this short form prospectus, the Company has applied for and obtained an exemption from
the requirement to incorporate by reference the fairness opinion contained in Schedule "G" of the Arrangement Circular and
all referencesto the fairness opinion, including under the heading "Background to and Reasons for the Conversion—Fairness
Opinion" contained in the Arrangement Circular on the basis that the exempted sections are no longer relevant.

SUPPLEMENTAL CANADIAN DISCLOSURE

In accordance with the requirements of applicable securities laws in each province and territory of Canada other than the
province of Québec, the disclosurein the U.S. Prospectus incorporated in this short form prospectus is supplemented with the
following additional disclosure.

CURRENCY AND EXCHANGE RATE INFORMATION

In this short form prospectus, references to "Cdn$" and "Canadian dollars" are to the lawful currency of Canada and
referencesto "$', "US$" and "U.S. dollars" are to the lawful currency of the United States. All dollar amounts herein arein
U.S. dollars, unless otherwise stated.

The business of the Projectsis conducted in major markets in the United States and their revenues and expenses are
denominated, earned and incurred primarily in U.S. dollars. The following table sets forth, for each period indicated, the high
and low exchange rates for one U.S. dollar, expressed in Canadian dollars, the average of such exchange rates on the last day
of each month during such period and the exchange rate at the end of such period, based on the noon buying rate in Canadian
dollars as quoted by the Bank of Canada (the "Noon Buying Rate"). On August 12, 2010, the Noon Buying Rate was
US$1.00 = Cdn$1.0434.

Six Months Ended Twelve Months Ended
June 30 December 31
2010 2009 2009 2008
High Cdn$1.0778 Cdn$1.3000 Cdn$1.3000 Cdn$1.2969
Low Cdn$0.9961 Cdn$1.1827 Cdn$1.0292 Cdn$0.9719
Average Cdn$1.0338 Cdn$1.2062 Cdn$1.1420 Cdn$1.0660
Period End Cdn$1.0606 Cdn$1.1625 Cdn$1.0466 Cdn$1.2112

Source: Bank of Canada

NOTICE TO INVESTORS REGARDING GAAP

Beginning with the first quarter of 2010, the Company is now preparing its financial statementsin accordance with
U.S. GAAP. Prior to 2010, the Company prepared its financial statements in accordance with Canadian GAAP, including the
Annual Financial Statements and the corresponding Annual MD& A incorporated by reference in this short form prospectus.
The Q2 Financial Statements and the corresponding Q2 MD& A incorporated by reference in this short form prospectus, and
the annual and interim financial statements included in the U.S. Prospectus, have been prepared in accordance with
U.S. GAAP, which differ in certain material respects from Canadian GAAP. In accordance with Canadian securities laws, the
Q2 Financia Statements and the corresponding Q2 MD& A incorporated by reference in this short form prospectus have been
prepared with areconciliation to Canadian GAAP.
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CAUTIONARY STATEMENT REGARDING FORWARD LOOKING INFORMATION

Certain information in this short form prospectus may constitute "forward looking information”, as such term isused in
applicable Canadian securities legislation, about the Company including its business operations, strategy and future financial
condition and results of operations. Prospective investors should refer to the heading, " Cautionary Statements Regarding
Forward-Looking Statements" in the U.S. Prospectus for further detail on such forward-looking information and statements.

Material factors or assumptions that were applied in providing forward-looking information, include, but are not limited
to, the Company's future growth potential, its results of operations, future cash flows, the continued performance and business
prospects and opportunities of the Company and the Projects, third party projections of regional fuel and electric capacity and
energy prices, the completion of certain transactions, including the Offering, the Company's future levels of indebtedness, the
tax laws as currently in effect remaining unchanged and the current general regulatory environment and economic conditions
remaining unchanged.

Forward-looking information contained in this short form prospectus reflects current expectations regarding future
events and operating performance, and speaks only as of the date of this short form prospectus. Such forward-looking
information is based on currently available competitive, financial and economic data and operating plans and are subject to
known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements
of the Company, or general industry results, to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking information. Recent eventsin global financial and credit markets have resulted
in abnormally high market volatility and alevel of uncertainty not seen in decades. Such uncertainty may continue to impact
the global, North American and Canadian economies in unpredictable ways and may impact the results of the Company in a
manner which is currently impossible to ascertain. Many other factors could also cause the Company's actual results,
performance or achievements to vary from those expressed or inferred herein, including without limitation, areductionin
revenue upon expiration or termination of power purchase agreements, the dependence of the Projects on their electricity,
thermal energy and transmission services customers, exposure of certain Projects to fluctuations in the price of electricity,
Projects not operating to plan, the impact of significant environmental and other regulations on the Projects, increasing
competition (including for acquisitions), the limited control by the Company over the operation of certain minority-owned
Projects and changes in assumptions used in making such forward-looking statements. Many of these risks and uncertainties
could affect the Company's actual results and could cause actua results to differ materially from those expressed or implied
in any forward-looking information provided by the Company or on its behalf. The impact of any one factor on a particular
piece of forward-looking information is not determinable with certainty as such factors are interdependent upon other factors,
and management's course of action would depend upon its assessment of the future considering all information then available.

Should any risk factor affect the Company in an unexpected manner, or should assumptions underlying the
forward-looking information prove incorrect, the actual results or events may differ materially from the results or events
predicted. Unless otherwise indicated, forward-looking information does not take into account the effect that transactions or
non-recurring or other special items announced or occurring after the date it is provided may have on the business of the
Company. All of the forward-looking information reflected in this short form prospectus and the documents incorporated
herein are qualified by these cautionary statements. There can be no assurance that the results or developments anticipated by
the Company will be realized or, even if substantially realized, that they will have the expected consequences for the
Company. Prospective investors should carefully consider the information contained under the heading "Risk Factors’ in the
U.S. Prospectus and other
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information included in this short form prospectus before making investment decisions with regard to the Debentures.
Forward-looking information is provided and forward-looking statements are made as of the date of this short form
prospectus and except as may be required by applicable law, the Company disclaims any intention and assumes no obligation
to publicly update or revise such forward-looking information or forward-looking statements whether as aresult of new
information, future events or otherwise.

ELIGIBILITY FORINVESTMENT

In the opinion of Goodmans LLP, counsel for the Company, and Blake, Cassels & Graydon LLP, counsel for the
Underwriter, based on the provisions of the Income Tax Act (Canada) and the regulations thereunder (collectively, the "Tax
Act") as of the date hereof, provided the Debentures, or, in the case of the Common Shares issuable on the conversion,
redemption, purchase for cancellation or maturity of the Debentures, the Common Shares, are listed on a " designated stock
exchange" as defined in the Tax Act, which currently includes the TSX, the Debentures being offered pursuant to this short
form prospectus, and the Common Shares issuable on the conversion, redemption, purchase for cancellation or maturity of the
Debentures, if issued on the date hereof, would be qualified investments under the Tax Act for trusts governed by registered
retirement savings plans, registered retirement income funds, deferred profit sharing plans (except, in the case of Debentures,
adeferred profit sharing plan to which the Company, or an employer that does not deal at arm's length with the Company, has
made a contribution), registered education savings plans, registered disability savings plans and tax-free savings accounts.

Notwithstanding the foregoing, if the Debentures or Common Shares are "prohibited investments' for the purposes of a
tax-free savings account, a holder of such atax-free savings account will be subject to penalty taxes as set out in the Tax Act.
Provided that the holder of atax-free savings account deals at arm's length with the Company for the purposes of the Tax Act,
and does not hold a"significant interest" (within the meaning of the Tax Act) in the Company or any corporation, partnership
or trust with which the Company does not deal at arm's length for the purposes of the Tax Act, the Debentures, and the
Common Shares issuable on the conversion, redemption, purchase for cancellation or maturity of the Debentures, will not be
"prohibited investments" for such tax-free savings account for the purposes of the Tax Act. Holders of tax-free savings
accounts should consult their own tax advisors to ensure that the Debentures and Common Shares issuable on the conversion,
redemption, purchase for cancellation or maturity of the Debentures would not be a " prohibited investment" for the purposes
of the Tax Act in their particular circumstances.

PRIOR SALES

On December 17, 2009, the Company completed an offering of 6.25% convertible unsecured subordinated debentures
due March 15, 2017 (the "2009 Debentures") at a price of Cdn$1,000 per 2009 Debenture for total gross proceeds of
Cdn$75 million. On December 24, 2009, the underwriters exercised their over-allotment option in full to purchase an
additional Cdn$11,250,000 aggregate principal amount of the 2009 Debentures at the same price.

On November 27, 2009 the Company completed its conversion from an Income Participating Security structureto a
traditional common share structure, and issued 60,517,981 Common Shares in exchange for the previously outstanding
Income Participating Securities and common shares of the Company.
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EARNINGS COVERAGE RATIOS

The pro forma earnings coverage ratios set forth below have been prepared using pro forma financial information which
has been prepared on the basis of the U.S. GAAP financial statements included in this short form prospectus. The pro forma
earnings assume that there are no additional earnings derived from indebtedness incurred in connection with this Offering.
Earnings coverage is equal to net income before interest expense on all long-term debt and income taxes, divided by interest
expense on long-term debt (after giving effect to the Offering).

In accordance with the presentation and measurement regquirements of U.S. GAAP and after giving effect to the
Offering, the Company's pro forma interest requirements for all long term debt, including the current portion, would have
amounted to approximately $ + million and approximately $ ¢  million for the 12 months ended December 31, 2009
and June 30, 2010, respectively. The Company's earnings before interest and income tax for the 12 months ended
December 31, 2009 and June 30, 2010, respectively, was approximately $ ¢  millionand$ ¢ million, whichis
$ ¢ and$ -« lessthanthe Company's pro forma interest requirements for each respective period. The additional
earnings required to achieve an earnings coverage ratio of 1.0 would have been approximately $ « and approximately
$ + for the 12 months ended December 31, 2009 and June 30, 2010, respectively.

TRADING PRICE AND VOLUME

The Company's Common Shares began trading on the TSX on December 2, 2009, under the trading symbol "ATP" and
on the NY SE on July 23, 2010 under the trading symbol "AT". The following table shows the monthly range of high and low
prices per Common Share and the total volume of Common Shares traded on the TSX during the 12 month period before the
date of this short form prospectus. On August 12, 2010, being the last day on which the Common Shares traded prior to the
date of this short form prospectus, the closing price of the Common Shares on the TSX was Cdn$13.25.

Date High L ow Volume

December 2 — 31, 2009 Cdn$11.90 Cdn$10.21 9,292,827
January 2010 Cdn$12.35 Cdn$11.52 5,207,417
February 2010 Cdn$12.79 Cdn$11.50 3,361,681
March 2010 Cdn$13.85 Cdn$12.10 11,976,401
April 2010 Cdn$12.90 Cdn$11.28 4,041,640
May 2010 Cdn$12.85 Cdn$11.20 4,147,728
June 2010 Cdn$12.85 Cdn$12.11 1,949,091
July 2010 Cdn$13.39 Cdn$12.11 1,873,091
August 1 -12, 2010 Cdn$13.40 Cdn$13.00 696,079

The following table shows the range of high and low prices per Common Share and the total volume of Common Shares
traded on the NY SE during the 12 month period before the date of this short form prospectus. On August 12, 2010, being the
last day on which the Common Shares traded prior to the date of this short form prospectus, the closing price of the Common
Shares on the NY SE was U.S.$12.69.

Date High L ow Volume
July 23 —31, 2010 U.S.$12.97 U.S.$12.39 641,443
August 1-12, 2010 U.S.$13.48 U.S.$12.30 1,198,901




The 2006 Debentures were listed for trading on the TSX on October 11, 2006, under the trading symbol "ATP.DB". The
following table shows the range of high and low prices per Cdn$100 principal amount of 2006 Debentures and total monthly
volumes traded on the TSX during the 12 month period before the date of this short form prospectus. On August 12, 2010,
being the last day on which the 2006 Debentures traded prior to the date of this short form prospectus, the closing price of the
2006 Debentures on the TSX was Cdn$107.25.

Month High L ow \Volume
May 2009 Cdn$100.00 Cdn$97.60 12,250
June 2009 Cdn$101.25 Cdn$98.00 10,990
July 2009 Cdn$103.50 Cdn$100.15 5,600
August 2009 Cdn$102.50 Cdn$101.50 5,660
September 2009 Cdn$102.50 Cdn$101.01 6,960
October 2009 Cdn$102.50 Cdn$100.01 10,980
November 2009 Cdn$103.00 Cdn$100.00 15,420
December 2009 Cdn$104.00 Cdn$101.50 5,980
January 2010 Cdn$106.00 Cdn$103.50 3,060
February 2010 Cdn$107.00 Cdn$104.70 5,260
March 2010 Cdn$110.00 Cdn$105.00 10,030
April 2010 Cdn$106.14 Cdn$103.00 11,560
May 2010 Cdn$106.00 Cdn$103.00 11,560
June 2010 Cdn$104.91 Cdn$103.00 3,650
July 2010 Cdn$107.00 Cdn$103.30 3,200
August 1-12, 2010 Cdn$108.00 Cdn$106.00 3,080

The 2009 Debentures were listed for trading on the TSX on December 17, 2009, under the trading symbol "ATP.DB.A".
The following table shows the monthly range of high and low prices per Cdn$100 principal amount of 2009 Debentures and
total monthly volumes traded on the TSX during the 12 month period before the date of this short form prospectus. On
August 12, 2010, being the last day on which the 2009 Debentures traded prior to the date of this short form prospectus, the
closing price of the 2009 Debentures on the TSX was Cdn$105.00.

Month High L ow \Volume
December 17 — 31, 2009 Cdn$101.00 Cdn$99.90 86,010
January 2010 Cdn$103.00 Cdn$100.03 52,070
February 2010 Cdn$104.00 Cdn$102.05 25,630
March 2010 Cdn$107.50 Cdn$103.00 57,330
April 2010 Cdn$104.00 Cdn$101.50 27,920
May 2010 Cdn$106.97 Cdn$101.00 19,880
June 2010 Cdn$104.99 Cdn$101.00 17,540
July 2010 Cdn$105.49 Cdn$101.99 42,510
August 1 —-12, 2010 Cdn$105.50 Cdn$104.51 34,220
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PLAN OF DISTRIBUTION

Subject to the terms and conditions contained in the underwriting agreement dated asof ¢ , 2010 between the
Company and the Underwriter (the "Underwriting Agreement™), the Company has agreed to issue and sell, and the
Underwriter has agreed to purchase, as principal, on the closing date, being ¢ , 2010 or such other date as may be agreed
upon by the Company and the Underwriter, but in any event not later than ¢ , 2010 an aggregate Cdn$ ¢ principa
amount of Debentures at a price of Cdn $1,000 per Debenture, payable in cash against delivery by the Company of
certificates evidencing the Debentures. The Debentures are being offered to the public in al of the provinces and territories of
Canada other than the province of Québec. The terms and conditions were determined by negotiation between the Company
and the Underwriter. The Underwriting Agreement provides that the Company will pay the Underwriter's fee of
Cdn$ « per Cdn$1,000 principal amount of Debenturesin consideration for their servicesin connection with the Offering.

The Company has granted to the Underwriter the Over-Allotment Option to purchase up to an additional
Cdn$ -« principal amount of the Debentures at a price of Cdn$1,000 per Debenture on the same terms and conditions as the
Offering, exercisable in whole or in part, at the sole discretion of the Underwriter at any one time on or prior to the 30" day
after the Closing, for the purposes of covering the Underwriter's over-allotment position, if any. If the Over-Allotment Option
isexercised in full, the "Price to the Public", "Underwriter's Fee" and "Net Proceeds" (before deducting expenses of the
Offering) willbeCdn$ + ,Cdn$ + andCdn$ <« ,respectively. Thisshort form prospectus also qualifies for
distribution the grant of the Over-Allotment Option and the issuance of the Debentures pursuant to the exercise of the
Over-Allotment Option. A purchaser who accepts any Debentures forming part of the Over-Allotment Option acquires such
Debentures under the short form prospectus regardless of whether the over-allotment position is filled through the exercise of
the Over-Allotment Option or secondary market purchases.

The obligations of the Underwriter under the Underwriting Agreement may be terminated at its discretion upon the
occurrence of certain stated events. The Underwriter is, however, obligated to take up and pay for al Debenturesif any
Debentures are purchased under the Underwriting Agreement. The Underwriter proposes to offer the Debenturesto the public
initially at the Offering price and in the principal amount, respectively, specified on the cover page of this short form
prospectus. After the Underwriter has made a reasonable effort to sell al of the Debentures offered hereby at the Offering
price and in the principal amount, respectively, specified on the cover page, the Offering price for the Debentures may be
decreased and may be further changed from time to time to amounts not greater than those set forth on the cover page. The
compensation realized by the Underwriter will be decreased by the amount that the aggregate price paid by the purchasers of
the Debentures is less than the amount paid by the Underwriter to the Company.

Pursuant to policy statements of certain securities regulators, the Underwriter may not, throughout the period of
distribution, bid for or purchase the Debentures. The foregoing restriction is subject to exceptions, on the condition that the
bid or purchase is not engaged in for the purpose of creating actual or apparent active trading in, or raising the price of, any of
the Debentures. These exceptions include bids or purchases permitted under the Universal Market Integrity Rules for
Canadian Marketplaces of Market Regulation Services Inc. relating to market stabilization and passive market making
activities and bids or purchases made for and on behalf of a customer where the order was not solicited during the period of
distribution. Under the first mentioned exception, in connection with this Offering, the Underwriter may effect transactions
that stabilize or maintain the market price of the Debentures at levels other than those which might otherwise prevail in the
open market. Those transactions, if commenced, may be interrupted or discontinued at any time.
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The Company and the senior officers of the Company have agreed with the Underwriter, subject to certain exceptions,
not to issue, offer, sell, contract to sell or otherwise dispose of any of the Debentures or Common Shares of the Company or
any securities convertible into or exercisable or exchangeable for any Debentures or Common Shares of the Company or
financial instruments convertible into or exercisable or exchangeable for Debentures or Common Shares of the Company, or
announce any intention to effect any of the foregoing, for a period of 90 days from the date of Closing without the prior
written consent of the Underwriter, which consent may not be unreasonably withheld.

The Debentures will beissued in "book-entry only" form and must be purchased or transferred through a CDS
Participant. At closing, the Company will cause global certificates representing the Debentures to be delivered to, and
registered in the name of, CDS or its nominee. All rights of holders of Debentures must be exercised through, and all
payments or other property to which such holder is entitled will be made or delivered by, CDS or the CDS Participant through
which the holder of Debentures holds such Debentures. Each person who acquires Debentures will receive only a customer
confirmation of purchase from the Underwriter or registered dealer from or through which the Debentures are acquired in
accordance with the practices and procedures of that Underwriter or registered dealer. The practices of registered dealers may
vary, but generally customer confirmations are issued promptly after execution of a customer order. CDS is responsible for
establishing and maintaining book-entry accounts for its CDS Participants having interests in the Debentures. See
"Description of Debentures—Book Entry, Delivery and Form™ in the U.S. Prospectus.

INTERESTS OF EXPERTS

Certain Canadian legal matters in connection with the Offering will be passed upon on behalf of the Company by
Goodmans LLP and on behalf of the Underwriter by Blake, Cassels & Graydon LLP. As at the date hereof, the partners and
associates of Goodmans LLP, as agroup, beneficially own, directly or indirectly, less than 1% of the outstanding Common
Shares of the Company, and the partners and associates of Blake, Cassels & Graydon LLP, as a group, beneficially own,
directly or indirectly, less than 1% of the outstanding Common Shares of the Company.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The discussion below is a general description of the Canadian federal income tax considerations generally applicable to
an investment in the Debentures. It does not take into account the individual circumstances of any particular investor.
Therefore, prospective investors are urged to consult their own tax advisors with respect to the tax consequences of an
investment in the Debentures.

In the opinion of Goodmans LLP, counsel to the Company and Blake, Cassels & Graydon LLP, counsel to the
Underwriter (collectively, "Counsd"), the following summary describes the principal Canadian federal income tax
considerations pursuant to the Tax Act generally applicable to a holder who acquires Debentures pursuant to the Offering and
who, for purposes of the Tax Act and at all relevant timesis, or is deemed to be, resident in Canada, holds the Debentures and
will hold Common Shares issuable on the conversion, redemption, purchase for cancellation or maturity of the Debentures
(collectively, the "Securities") as capital property and deals at arm's length with the Company and the Underwriter and is not
affiliated with the Company (a"Holder"). Generaly, the Securities will be considered to be capital property to a Holder
provided the Holder does not hold the Securitiesin the course of carrying on a business of trading or dealing in securities and
has not acquired them in one or more transactions considered to be an adventure in the nature of trade. Certain Holders who
might not otherwise be considered to hold their Securities as capital property may, in certain circumstances, be entitled to
have the Securities, and all other "Canadian securities' (as defined in the Tax Act) owned

C-9




by such Holders, treated as capital property by making the irrevocable election permitted by subsection 39(4) of the Tax Act.

This summary isnot applicable to (i) aHolder that is a"financial institution”, as defined in the Tax Act for the purposes
of the mark-to-market rules, (ii) aHolder an interest in which would be a "tax shelter investment” as defined in the Tax Act,
(iif) aHolder that is a"specified financia institution” as defined in the Tax Act or (iv) a Holder who makes or has made a
functional currency reporting election pursuant to section 261 of the Tax Act. Any such Holder should consult its own tax
advisor with respect to an investment in the Securities. In addition, this summary does not address the deductibility of interest
by a Holder who has borrowed money or otherwise incurred debt in connection with the acquisition of Securities.

This summary is based upon the provisions of the Tax Act in force as of the date hereof, all specific proposalsto amend
the Tax Act that have been publicly announced prior to the date hereof (the "Proposed Amendments"), and Counsel's
understanding of the current administrative policies and assessing practices of the Canada Revenue Agency ("CRA™) made
publicly available prior to the date hereof. This summary assumes the Proposed Amendments will be enacted in the form
proposed; however, no assurance can be given that the Proposed Amendments will be enacted in the form proposed, or at all.
This summary is not exhaustive of all possible Canadian federal income tax considerations and, except for the Proposed
Amendments, does not take into account any changesin the law or in administrative policies or assessing practices, whether
by legidlative, governmental or judicial action, nor doesit take into account provincial, territorial or foreign tax
considerations, which may differ significantly from those discussed in this short form prospectus.

This summary is of ageneral nature only and is not intended to be, nor should it be construed to be, legal or tax adviceto
any particular holder or prospective holder of Securities, and no representations with respect to the income tax consequences
to any Holder or prospective Holder are made. Consequently, Holders and prospective Holders of Securities should consult
their own tax advisors for advice with respect to the tax consequences to them of acquiring Securities pursuant to the
Offering, having regard to their particular circumstances.

Taxation of I nterest on Debentures

A Holder of Debenturesthat is a corporation, partnership, unit trust or any trust of which a corporation or a partnership
isabeneficiary will be required to include in computing itsincome for a taxation year any interest on the Debentures that
accrues or is deemed to accrue to it to the end of the particular taxation year or that has become receivable by or is received
by the Holder before the end of that taxation year, except to the extent that such interest was included in computing the
Holder'sincome for a preceding taxation year.

Any other Holder, including an individual, will be required to include in computing income for a taxation year all
interest on the Debentures that is received or receivable by the Holder in that taxation year (depending upon the method
regularly followed by the Holder in computing income), except to the extent that the interest was included in the Holder's
income for a preceding taxation year. In addition, if at any time a Debenture should become an "investment contract” (as
defined in the Tax Act) in relation to a Holder, such Holder will be required to include in computing income for a taxation
year any interest that accrues to the Holder on the Debenture up to any "anniversary day" (as defined in the Tax Act) in that
year to the extent such interest was not otherwise included in the Holder'sincome for that year or a preceding year.
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A Holder of Debentures that throughout the relevant taxation year is a" Canadian-controlled private corporation”, as
defined in the Tax Act, may be liable to pay arefundable tax of 6°/2% on its "aggregate investment income", which is defined
in the Tax Act to include interest income.

Exercise of Conversion Privilege

Generally, a Holder who converts a Debenture into Common Shares or Common Shares and cash delivered in lieu of a
fraction of a Common Share pursuant to the conversion privilege will be deemed not to have disposed of the Debenture for
purposes of the Tax Act and, accordingly, will not be considered to realize a capital gain (or capital 10ss) on such conversion.
Under the current administrative practice of the CRA, aHolder who, upon conversion of a Debenture, receives cash not in
excess of $200in lieu of afraction of a Common Share may €l ect to either treat this amount as proceeds of disposition of a
portion of the Debenture, thereby realizing a capital gain (or capital [0ss), or reduce the adjusted cost base of the Common
Shares that the Hol der receives on the conversion by the amount of the cash received.

Upon a conversion of a Debenture, interest accrued thereon to the date of conversion will be included in computing the
income of the Holder as described above under "Taxation of Interest on Debentures'.

The aggregate cost to a Holder of the Common Shares acquired on the conversion of a Debenture will generally be equal
to the aggregate of the Holder's adjusted cost base of the Debenture immediately before the conversion, subject to the
discussion above regarding cash in lieu of afraction of a Common Share. The adjusted cost base to a Holder of Common
Shares acquired at any time will be determined by averaging the cost of such Common Shares with the adjusted cost base of
any other Common Shares owned by the Holder as capital property at the time.

Disposition of Debentures

A disposition or deemed disposition of a Debenture by a Holder, including upon a redemption, payment on maturity or
purchase for cancellation or pursuant to an agreement by a converting Holder to receive cash in lieu of Common Shares, but
not including upon the conversion of a Debenture into Common Shares pursuant to the Holder's right of conversion as
described above, will generally result in the Holder realizing a capital gain (or a capital loss) equal to the amount by which
the proceeds of disposition (computed as described below) are greater (or less) than the aggregate of the Holder's adjusted
cost base thereof and any reasonable costs of disposition. Such capital gain (or capital loss) will be subject to the tax
treatment described below under "Taxation of Capital Gains and Capital Losses".

Where the Company elects to satisfy the redemption or purchase price or payment on maturity by issuing Common
Shares to a Holder instead of paying cash, the Holder will be considered to have received proceeds of disposition equal to the
fair market value of such Common Shares at the date of disposition of the Debenture. The Holder's adjusted cost base of the
Common Shares so received will be equal to the fair market value of such Common Shares. The adjusted cost base to a
Holder of Common Shares at any time will be determined by averaging the cost of such Common Shares with the adjusted
cost base of any other Common Shares owned by the Holder as capital property at that time.

Any amount paid by the Company as a penalty or bonus because of the redemption or purchase for cancellation of a
Debenture (for example, where the redemption price or purchase price isin excess of the principal amount) will generally be
deemed to beinterest received at the time of the payment by the Holder to the extent that such amount can reasonably be
considered to relate to, and does not exceed the value, at the time of the payment, of the interest that, but for the redemption
or purchase for cancellation, would have been paid or payable by the Company on the Debenture for ataxation year of the
Company ending after the time of the payment.
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Upon a disposition or deemed disposition of a Debenture, a Holder will generally be required to include in income
interest accrued on the Debenture to the date of disposition to the extent such amount has not otherwise been included in the
Holder's income for the taxation year or a preceding taxation year, and such amount will be excluded in computing the
Holder's proceeds of disposition of the Debenture.

If interest has accrued on a Debenture, a Holder who disposes of or converts the Debenture for consideration equal to its
fair market value will generally be entitled to deduct in computing income for the year of disposition an amount equal to any
such interest included in income for that or any preceding year to the extent that no amount was received or became
receivable by the Holder in respect of the interest so accrued.

Receipt of Dividends on Common Shares

A Holder will be required to include in computing its income for a taxation year any dividends received (or deemed to
be received) on the Common Shares, unless in the case of Canadian resident corporations, the application of a specific
anti-avoidance rule re-characterizes such dividends as proceeds of disposition or a capital gain.

Dividends received or deemed to be received on the Common Shares by a Holder that isan individual (other than certain
trusts) will be included in computing the individual's income for tax purposes and will be subject to the gross-up and dividend
tax credit rules normally applicable to dividends received from taxable Canadian corporations (as defined in the Tax Act),
including the enhanced gross-up and dividend tax credit for eligible dividends (as defined in the Tax Act) paid by taxable
Canadian corporations such as the Company. A dividend will be eligible for the enhanced gross-up and dividend tax credit if
the recipient receives written notice (which may include a notice published on the Company's website) from the Company
designating the dividend as an "eligible dividend" (as defined in the Tax Act).

A Holder that is a corporation will include dividends received or deemed to be received on Common Sharesin
computing itsincome for tax purposes and generally will be entitled to deduct the amount of such dividends in computing its
taxable income, with the result that no tax will be payable by it in respect of such dividends. Certain corporations, including a
"private corporation” or a"subject corporation” (as such terms are defined in the Tax Act), may be liable to pay arefundable
tax under Part |V of the Tax Act of 33'/3% on dividends received or deemed to be received on Common Shares to the extent
such dividends are deductible in computing taxable income. This tax will generally be refunded to the company at arate of $1
for every $3 of taxable dividends paid whileit is a private corporation.

Taxable dividends received by an individual (including certain trusts) may giverise to aliability for aternative
minimum tax as calculated under the detailed rules set out in the Tax Act.

Disposition of Common Shares

A disposition or a deemed disposition of a Common Share by a Holder (except to the Company) will generally result in
the Holder realizing a capital gain (or a capital loss) equal to the amount by which the proceeds of disposition of the Common
Share are greater (or less) than the aggregate of the Holder's adjusted cost base thereof and any reasonabl e costs of
disposition. Such capital gain (or capital loss) will be subject to the tax trestment described below under "Taxation of Capital
Gains and Capital Losses".
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Taxation of Capital Gains and Capital Losses

Generally, one-half of any capital gain (a"taxable capital gain") realized by a Holder in ataxation year must be
included in the Holder's income for the year, and one-half of any capital loss (an "allowable capital l0ss") realized by a
Holder in ataxation year must be deducted from taxable capital gains realized by the Holder in that year. Allowable capital
losses for ataxation year in excess of taxable capital gains for that year generally may be carried back and deducted in any of
the three preceding taxation years or carried forward and deducted in any subsequent taxation year against net taxable capital
gains realized in such years, to the extent and under the circumstances described in the Tax Act.

The amount of any capital loss realized by a Holder that is a corporation on the disposition of a Common Share may be
reduced by the amount of dividends received or deemed to be received by it on such Common Share (or on a share for which
the Common Share has been substituted) to the extent and under the circumstances described by the Tax Act. Similar rules
may apply where a company isamember of a partnership or a beneficiary of atrust that owns Common Shares, directly or
indirectly, through a partnership or atrust.

A Holder that is, throughout the relevant taxation year, a " Canadian-controlled private corporation”, as defined in the
Tax Act, may be liable for arefundable tax of 6°/3% on investment income, including taxable capital gains.

Capital gainsrealized by an individual (including certain trusts) may giverise to aliability for alternative minimum tax
as calculated under the detailed rules set out in the Tax Act.

MATERIAL CONTRACTS

The only material contracts, other than contracts entered into in the ordinary course of business, to which the Company
will become aparty prior to or at the closing of the Offering are as follows:

(8) the Underwriting Agreement referred to under "Plan of Distribution™;
(b) theIndenture referred to under "Description of Debentures™ in the U.S. Prospectus,
(c) theFirst Supplement referred to under "Description of Debentures' in the U.S. Prospectus; and

(d) theunderwriting agreement in respect of the Common Share Offering.

Copies of these agreements will be available at www.sedar.com or may be examined at the registered office of the
Company, at 355 Burrard Street, Suite 1900, Vancouver, British Columbia, V6C 2G8, during normal business hours until the
expiry of the 30-day period following the date of the final short form prospectus.

RELATIONSHIP BETWEEN THE COMPANY AND CERTAIN PERSONS

A bank affiliate of BMO Neshitt Burns Inc. is alender to Holdings, an indirect wholly-owned Subsidiary of the
Company, under the Credit Facility. Consequently, the Company may be considered a connected issuer of BMO Nesbitt
Burns Inc. under applicable securities laws in certain Canadian provinces and territories. As at August 12, 2010, outstanding
borrowings under the Credit Facility totalled $20 million, which the Company intends to repay from the proceeds of this
Offering and the concurrent Common Share Offering. See "Use of Proceeds’ in the U.S. Prospectus. Holdingsisin
compliance with the terms of the Credit Facility. Since the execution of the Credit Facility, the lenders have not waived a
breach, on the part of Holdings, of the Credit Facility. Except as otherwise disclosed
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in this short form prospectus, the financial position of the Company has not changed in any material manner since the Credit
Facility was entered into. Indebtedness under the Credit Facility is secured by pledges of membership interests and capital
stock of, and guarantees provided by certain subsidiaries of Holdings and by the Company and by Atlantic Power
Generation, Inc., the direct parent of Holdings.

The decision to distribute the Debentures offered hereunder and the determination of the terms of the distribution were
made through negotiations between the Company and the Underwriter. The lenders under the Credit Facility did not have any
involvement in such decision or determination, but have been advised of the issuance and terms thereof. As a consequence of
thisissuance, the Underwriter will receive its share of the Underwriter's Fee.

AUDITORS, TRANSFER AGENT AND REGISTRAR AND DEBENTURE TRUSTEE

The auditors of the Company are KPMG LLP, Chartered Accountants, Bay Adelaide Centre, 333 Bay Street, Suite 4600,
Toronto, Ontario, M5H 2S5.

The transfer agent and registrar for the Company's Common Shares is Computershare Investor Services Inc. at its
principal office in Toronto, Ontario. The trustee of the 2006 Debentures, 2009 Debentures and the Debentures is
Computershare Trust Company of Canada, at its principal officein Toronto, Ontario.

PURCHASERS STATUTORY RIGHTS OF RESCISSION AND WITHDRAWAL

Securities legidation in certain of the provinces and territories of Canada provides purchasers with the right to withdraw
from an agreement to purchase securities. This right generally may be exercised within two business days after receipt or
deemed receipt of a short form prospectus and any amendment. In several of the provinces and territories, the securities
legislation further provides a purchaser with remedies for rescission or, in some jurisdictions, revisions of the price or
damages if the short form prospectus and any amendment contains a misrepresentation or is not delivered to the purchaser,
provided that the remedies for rescission, revisions of the price or damages are exercised by the purchaser within the time
limit prescribed by the securities legislation of the purchaser's province or territory. The purchaser should refer to any
applicable provisions of the securities legislation of the purchaser's province or territory for the particulars of these rights or
consult with alegal advisor.

UNITED STATESPROSPECTUS

The text of the U.S. Prospectus, which forms part of the U.S. Registration Statement filed with the SEC, is attached and
forms a part of this short form prospectus. All securities purchased under this short form prospectus, including securities
purchased by Canadian investors, will also be registered pursuant to the U.S. Registration Statement under the U.S. Securities
Act. The U.S. Securities Act affords certain protectionsin relation to the U.S. Prospectus.
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AUDITORS CONSENT

We have read the short form prospectus of Atlantic Power Corporation (the "Company") dated « , 2010 relating to
theissueand saleof < 9% Series B Convertible Unsecured Subordinated Debenturesdue « . We have complied with
Canadian generally accepted standards for an auditor's involvement with offering documents.

We consent to the incorporation by reference in the above-mentioned short form prospectus of our report to the
sharehol ders of the Company on the consolidated balance sheets of the Company as at December 31, 2009 and 2008 and the
consolidated statements of income (loss) and deficit, comprehensive income (loss) and cash flows for each of the years then
ended prepared in accordance with Canadian generally accepted accounting principles. Our report is dated March 29, 2010.

We also consent to the use in the above-mentioned short form prospectus of our report to the directors of the Company
on the consolidated balance sheets of the Company as at December 31, 2009 and 2008 and the related consolidated statements
of operations, shareholders' equity and cash flows for each of the years in the three-year period ended December 31, 2009 and
the financial statement schedule "Schedule I1. Vauation and Qualifying Accounts' prepared in conformity with U.S.
generally accepted accounting principles. Our report is dated April 12, 2010 except as to notes 2(a), 4, 9, 19 and 21, which are
as of May 26, 2010, and as to notes 2(a), 18 and 21, which are as of June 16, 2010.

(Signed) "
Toronto, Canada Chartered Accountants,
¢, 2010 Licensed Public Accounts
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GLOSSARY OF TERMS

In this short form prospectus, the following terms will have the meanings set forth below, unless otherwise indicated.
Words importing the singular include the plural and vice versa and words importing any gender include all genders:

2006 Debentures' means the 6.50% convertible secured debentures of the Company due October 31, 2014 issued
pursuant to the trust indenture dated as of October 11, 2006 between the Company and the Debenture Trustee as amended by
afirst supplemental indenture dated as of November 27, 2009, and "2006 Debentur €' means any one of them.

""2009 Debentures" means the 6.25% convertible unsecured subordinated debentures of the Company due March 15,
2017 issued pursuant to the trust indenture dated as of December 17, 2009 between the Company and the Debenture Trustee,
and "2009 Debenture' means any one of them.

"affiliate” has the meaning ascribed thereto in the Securities Act.
"allowable capital loss' means one-half of any capital oss.

"Annual Financial Statements' means the consolidated financial statements of the Company as at and for each of the
years ended December 31, 2009 and December 31, 2008, prepared in accordance with Canadian GAAP, together with the
notes thereto and the auditors' report thereon, filed on SEDAR on March 29, 2010.

"Annual MD& A" means the management's discussion and analysis of the financial condition and results of operations
of the Company for the year ended December 31, 2009, filed on SEDAR on March 29, 2010.

"Arrangement Circular" means the management information circular dated October 16, 2009, distributed in
connection with the plan of arrangement of the Company pursuant to the Business Corporations Act (British Columbia).

"Canadian GAAP" means the accounting principles generally accepted in Canada.

"CDS" means CDS Clearing and Depository Services Inc.

"CDS Participant" means a participant in the CDS depository service.

"Change of Control" will be deemed to occur upon the occurrence of any of the following events:

(i) anacquisition by aperson or group of persons acting jointly or in concert (within the meaning of the Securities Act)
of ownership of, or voting control or direction over, 50% or more of the Common Shares; or

(if) thesale or other transfer of all or substantially all the consolidated assets of the Company.

A Change of Control will not include a sale, merger, reorganization or other similar transaction if the previous holders of the
Common Shares hold at least 50% of the voting control in such merged, reorganized or other continuing entity.

"Closing" means the closing of the Offering.

"Common Share Offering” means the Company's offering, concurrently with the Offering, of ¢ Common Shares at
apriceof U.S.$ « per Common Share.

"Common Shares' means the common shares in the capital of the Company.
"Company" means Atlantic Power Corporation.
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"Conversion Price" means, with respect the conversion of Debentures to Common Shares, apriceof Cdn$ « per
Common Share, equivalentto ¢ Common Shares per Cdn$1,000 principal amount of Debentures.

"CRA" means the Canada Revenue Agency.

"Credit Facility" means the revolving senior credit facility provided to Holdings pursuant to a credit agreement dated
November 18, 2004, as amended to the date hereof, among, inter alia, Holdings, as borrower, the various financial institutions
as are or may become parties thereto and a bank affiliate of BMO Nesbitt Burns Inc., as agent, as amended by a certain first
amendment to credit agreement dated as of April 29, 2005, as further amended by a certain second amendment to credit
agreement dated as of November 18, 2005, as further amended by a certain third amendment to credit agreement dated as of
September 15, 2006, as further amended by a certain fourth amendment to credit agreement dated as of October 11, 2006, as
further amended by a certain fifth amendment to credit agreement dated as of August 13, 2007, as further amended by a
certain sixth amendment to credit agreement dated as of August 13, 2007, as further amended by a certain consent and
seventh amendment to credit agreement dated as of April 21, 2008, as further amended by a certain consent and eighth
amendment to credit agreement dated as of November 20, 2008, as further amended by a certain consent and ninth
amendment to credit agreement dated as of November 27, 2009 and as further amended by a certain consent and tenth
amendment to credit agreement dated as of July 1, 2010.

"Debenture Trustee" means Computershare Trust Company of Canada.

"Debentures’ meansthe + % series B convertible unsecured subordinated debentures of the Company offered under
this short form prospectus and "Debentur €' means one of them.

"Holder" has the meaning ascribed thereto herein under "Certain Canadian Federal Income Tax Considerations”.
"Holdings' means Atlantic Power Holdings, Inc.

"Interest Payment Date" means the date that interest will be paid on the Debentures, payable semi-annually on the
e dayof ¢ and e« ineachyear,commencingon < computedon the basisof a360-day year composed of twelve
30-day months.

"Maturity Date" means ¢ , the maturity date of the Debentures.

"Noon Buying Rate" means the noon buying rate of exchange between U.S. dollars and Canadian dollars as quoted by
the Bank of Canada.

"NY SE" meansthe New Y ork Stock Exchange.
"Offering" means the offering of the Debentures pursuant to this short form prospectus.

"person"” includes an individual, corporation, company, partnership, joint venture, association, trust, trustee,
unincorporated organization or government or any agency or political subdivision thereof.

"Projects' means the power projects described under "Business—Our Power Projects’ in the U.S. Prospectus, and
"Project” means any one of them.

"Q2 Financial Statements" means the unaudited consolidated interim financia statements of the Company for the three
and six months ended June 30, 2010 and 2009, prepared in accordance with U.S. GAAP, together with the notes thereto, filed
on SEDAR on August 9, 2010.
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"Q2 MD& A" means the management's discussion and analysis of the financia condition and results of operations of the
Company for the three and six months ended June 30, 2010, filed on SEDAR on August 9, 2010.

"Securities" means, collectively, the Debentures offered pursuant to this short form prospectus and the Common Shares
issuable on the conversion, redemption, purchase for cancellation or maturity of the Debentures.

"Securities Act" means the Securities Act (Ontario), as amended.

"Subsidiary" has the meaning ascribed thereto in the Securities Act.

"Tax Act" means the Income Tax Act (Canada) and the regulations thereunder, in each case in effect on the date hereof.
"taxable capital gain" means one-half of any capital gain.

"Transfer Agent" means Computershare Investor Services Inc. or its successor.

"TSX" means the Toronto Stock Exchange.

"Underwriter" means BMO Nesbitt Burns Inc.

"Underwriter's Fee" meansthefeeof < % of the principal amount of the Debentures paid to the Underwriter for its
participation in the Offering.

"Underwriting Agreement” means the underwriting agreement among the Company and the Underwriter dated «
2010.

"U.S. GAAP" means the accounting principles generally accepted in the United States.
"U.S. Securities Act" means the United States Securities Act of 1933, as amended.
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Theinformation in this prospectusisnot complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectusisnot an offer
to sell and isnot soliciting an offer to buy these securitiesin any jurisdiction wherethe offer or saleisnot permitted.

Subject to Completion dated August 13, 2010

Cdn$

=/ AtlanticPower
=/ Corporation

% Series B Convertible Unsecured Subordinated Debentures due

We are selling Cdn$ aggregate principal amount of our % Series B convertible unsecured subordinated
debentures due (the "Debentures"), at a price of Cdn$1,000 per Cdn$1,000 principal amount of Debentures. The
Debentures have a maturity date of and bear interest at an annual rateof % payable semi-annually in arrears. We are
offering the Debenturesin al of the provinces and territories of Canada (other than Quebec). No offers or sales of the
Debentures will be made in the United States.

Each Debenture will be convertible into our common shares at the option of the holder at any time prior to the close of
business on the earlier of the maturity date and the business day immediately preceding the date specified by us for
redemption of the Debentures at a conversion priceof Cdn$  per common share, being a conversion rate of
approximately common shares per Cdn$1,000 principal amount of Debentures, subject to adjustment in accordance with
the trust indenture governing the terms of the Debentures. We will not receive any proceeds from the issuance of the common
shares upon conversion of the Debentures.

The Debentures may not be redeemed by us on or before (except in certain limited circumstances involving a
change in control). After and prior to , we may redeem the Debentures, in whole or in part, at aredemption price
equal to their principal amount plus accrued and unpaid interest, provided that the volume weighted average trading price of
our common shares on the Toronto Stock Exchange (the "TSX") for the 20 consecutive trading days ending five trading days
preceding the date on which notice of redemption is given is not less than 125% of the conversion price. On or after and
prior to the maturity date, we may redeem the Debentures, in whole or in part, at a price equal to their principal amount plus
accrued and unpaid interest. See "Description of Debentures—Redemption and Purchase.”

The Debentures constitute a new issue of our securities for which there is currently no public market. Our outstanding
common shares are listed on the TSX under the symbol "ATP" and on the New Y ork Stock Exchange under the symbol
"AT." Thelast reported sale price of our common shares on August 12, 2010 on the TSX and the New Y ork Stock Exchange
was Cdn$13.25 and $12.69 per common share, respectively. See "Exchange Rate Information™ on page 28 for information
regarding the exchange rate between Canadian dollars and U.S. dollars.

Investing in the Debenturesinvolvesrisks. You should read the section entitled " Risk Factors®
beginning on page 10 of this prospectus for a discussion of certain risk factors you should consider
before buying the Debentures.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these
securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal
offense.

Per Debenture Total
Public offering price Cdn$1,000 Cdn$
Underwriting discount Cdn$ Cdn$
Proceeds to us (before expenses) Cdn$ Cdn$

The underwriters have the option to purchase up to an additional Cdn$ aggregate principal amount of Debentures
from us at the public offering price less the underwriting discount.

Book-entry only certificates representing the Debentures offered by this prospectus will be issued in registered form to
CDS Clearing and Depository Services Inc. ("CDS") or its nominee as registered global securities and will be deposited with
CDS on the date of issue of the Debentures, which is expected to occur on or about  , 2010 or such later date as we and the
underwriters may agree, but in any event no later than  , 2010.



BMO Capital Markets

The date of this prospectusis , 2010.
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Y ou should rely only on information contained in thisdocument or to which we havereferred you. We have not,
and our underwriters have not, authorized anyoneto provide any information or to make any representations other
than those contained in this prospectusor in any freewriting prospectuses we have prepared or, for purchasersin

Canada, the Canadian prospectusrelating to this offering. If anyone provides you with different or inconsistent

information, you should not rely on it. We take no responsibility for, and can provide no assurance asto thereliability
of, any other information that othersmay give you. We are not, and the underwritersare not, making an offer to sell
the securitiesin any jurisdiction wherethe offer or saleisnot permitted. Thisdocument may only be used whereit is
legal to sell these securities. Theinformation contained in this prospectus may only be accurate as of the date on the
cover of thisprospectus. Our business, financial condition and results of operations may have changed since that date.

As used in this prospectus, the terms " Atlantic Power," the "Company,” "we,

our," and "us" refer to Atlantic Power

Corporation, together with those entities owned or controlled by Atlantic Power Corporation, unless the context indicates
otherwise. All referencesto "Cdn$" and "Canadian dollars' are to the lawful currency of Canada and referencesto"$," "USS$"

and "U.S. dollars" are to the lawful currency of the United States. All dollar amounts herein arein U.S. dollars, unless

otherwise indicated. This prospectus includes our trademarks and other trade names identified herein. All other trademarks

and trade names appearing in this prospectus are the property of their respective holders.




PROSPECTUS SUMMARY

The following summary may not contain all the information that may be important to you or that you should consider
before deciding to purchase any Debentures and is qualified in its entirety by the more detailed information appearing
elsewhere in this prospectus. You should read the entire prospectus, especially the risks set forth under the heading "Risk
Factors" in this prospectus, as well as the financial and other information included herein, before making an investment
decision.

Atlantic Power Corporation

Atlantic Power Corporation is an independent power producer, with power projects located in major markets in the
United States. Our current portfolio consists of interestsin 12 operational power generation projects across eight states, one
wind project under construction, a 500 kilovolt 84-mile electric transmission line located in California, and six development
projectsin five states. Our power generation projects have an aggregate gross electric generation capacity of approximately
1,823 megawatts (or "MW") in which our ownership interest is approximately 808 MW.

The following map shows the location of our projects, including joint venture interests, across the United States:

@ Hydro Power Plant

@ Coal Power Plant

@ natural Gas Power Plant

QO Transmission Line

A Wind project under construction

# Biomass Development Project

r Headguarters — Boston, MA

A Listed on TSX {ATP)

We sell the capacity and power from our power generation projects under power purchase agreements (or "PPAS") with
avariety of utilities and other parties. Under the PPAs, which have expiration dates ranging from 2010 to 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 and/or other forms of thermal energy from a number of
our projects under energy sales agreements to industrial purchasers ("steam sales agreements'). The transmission system
rights (or "TSRs") we own in our power transmission project entitle us to payments indirectly from the utilities that make use
of the transmission line.

Our power generation projects generally operate pursuant to long-term supply agreements, typically accompanied by
fuel transportation arrangements. In most cases, the fuel supply and
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transportation arrangements correspond to the term of the relevant PPAs and most of the PPAs and steam sales agreements
provide for the pass-through or indexing of fuel costs to our customers.

We partner with recognized leaders in the independent power business to operate and maintain our projects, including
Caithness Energy, LLC ("Caithness'), Cogentrix Energy, Inc. ("Cogentrix") and the Western Area Power Administration
("Western"). Under these operation, maintenance and management agreements, the operator is typically responsible for
operations, maintenance and repair services.

Atlantic Power Corporation is organized under the laws of the Province of British Columbia. Our registered officeis
located at 355 Burrard Street, Suite 1900, Vancouver, British Columbia, Canada VV6C 2G8 and our headquarters are located at
200 Clarendon Street, Floor 25, Boston, Massachusetts, USA 02116. Our telephone number is (617) 977-2400. Our website
address is www.atlanticpower.com. Information contained on, or otherwise accessible through, our website is not
incorporated into, and does not constitute a part of, this prospectus or any other report or documents we file with or furnish to
the SEC.

We completed our initial public offering on the Toronto Stock Exchange, or the TSX, in November 2004. At the time of
our initial public offering, our publicly traded security was an "income participating security,” or "IPS," each of which was
comprised of one common share and Cdn$5.767 principa value of 11% subordinated notes due 2016. On November 27,
2009, our shareholders approved a conversion from the IPS structure to a traditional common share structure. Each IPS has
been exchanged for one new common share and each old common share that did not form a part of an 1PS was exchanged for
approximately 0.44 of anew common share. Our shares trade on the TSX under the symbol "ATP" and began trading on the
New Y ork Stock Exchange, or the NY SE, under the symbol "AT" on July 23, 2010.

Our Competitive Strengths

We bdlieve we distinguish ourselves from other independent power producers through the following competitive
strengths:

« Diversified Projects. Our power generation projects have an aggregate gross electric generation capacity of
approximately 1,823 MW, and our net ownership interest in the electric generation capacity of these projectsis
approximately 808 MW. Our power generation projects are diversified by geographic location, electricity and steam
customers, and project operators. These projects are generally located in the deregulated and more liquid electricity
markets of New England, New Y ork, Mid-Atlantic, Californiaand Texas, or are located in regions of relatively
high electricity demand growth such as Florida and New Mexico.

Our power transmission project, known as the Path 15 project, is an 84-mile, 500-kilovolt transmission line built in
order to aleviate north-south transmission congestion in California. It is atraditional rate-base asset whose
revenues are regulated by the Federal Energy Regulatory Commission ("FERC") and is operated by Western, aU.S.
Federal power agency.

e Strong Customer Base. Our customers are generally large utilities, and other parties with investment-grade credit
ratings. The largest customers of our power generation projects are Progress Energy Florida, Inc. ("PEF"), Tampa
Electric Company ("TECQ"), and Atlantic City Electric ("ACE"), which purchase approximately 40%, 15% and
11%, respectively, of the net electric generation capacity of our projects. No other electric customer purchases more
than 7% of the net electric generation capacity of our power generation projects.

e Leading Third-Party Managers. Our power generation projects rely on a number of different operators for their

operation, which are generally recognized leaders in the independent power business. Affiliates of Caithness,
Cogentrix and Babcock and Wilcox Power Generation
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Group, Inc. operate projects representing approximately 49%, 21% and 9%, respectively, of the net electric
generation capacity of our power generation projects. No other operator is responsible for the operation of projects
representing more than 8% of the net electric generation capacity of our power generation projects.

e Stability of Project Cash Flow. Each of our power generation projects has been in operation for over ten years.
Cash flows from each project are generally supported by energy sales contracts with investment-grade utilities and
other sophisticated counterparties. We believe that each project's combination of PPA(s), fuel supply agreement(s)
and/or commodity hedges help stabilize operating margins as fuel prices fluctuate.

Our Objectivesand Business Strategies

Our objectives include maintaining the stability and sustainability of dividends to shareholders and to maximize the
value of our company. In order to achieve these objectives, we intend to focus on enhancing the operating and financial
performance of the projects and on pursuing additional acquisitions primarily in the electric power industry in the U.S. and
Canada.

Organic Growth
We intend to enhance the operation and financia performance of our projects through:

e optimization of commercial arrangements such as PPAS, fuel supply and transportation contracts, steam sales
agreements, and operations and maintenance agreements,

e achievement of improved operating efficiencies;
e upgrade or enhancement of existing equipment or plant configurations; and
e expansion of existing projects.

Successfully extending PPAs and fuel agreements may facilitate refinancings that provide capital to fund growth
opportunities.

Extending PPAs Following Their Expiration

PPAs in our portfolio have expiration dates ranging from 2010 to 2037. In each case, we plan for expirations by
evaluating various options in the market for maximizing project cash flows. New arrangements may involve responses to
utility solicitations for capacity and energy, direct negotiations with the original purchasing utility for PPA extensions,
arrangements with creditworthy energy trading firms for tolling agreements, full service PPAs or the use of derivativesto
lock in value. We do not assume that pricing 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.

Acquisition and I nvestment Strategy

We believe that new electricity generation projects will be required in the United States and Canada over the next
several years as aresult of growth in electricity demand, transmission constraints and the retirement of older generation
projects due to obsolescence or environmental concerns. Thereis also avery active secondary market for existing projects.
We intend to expand our operations by making accretive acquisitions with afocus on power generation, transmission,
distribution and related facilities in the United States and Canada. We may aso invest in other forms of energy-related
projects, utility projects and infrastructure projects, aswell as additional investments in development stage projects or
companies where the prospects for creating long-term predictable cash flows are
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attractive. Since the time of our initial public offering on the TSX in 2004, we have twice acquired the interest of another
partner in one of our existing projects and will continue to look for such opportunities.

Our senior management has significant experience in the independent power industry and we believe the experience,
reputation and industry relationships of our management team will provide us with enhanced access to future acquisition
opportunities.

Recent Developments

On July 2, 2010, we acquired a 27.6% equity interest in Idaho Wind Partners 1, LLC ("IWP" or "ldaho Wind") for
approximately $40 million. IWP recently commenced construction of a 183 MW wind power project located near Twin Falls,
Idaho, which is currently scheduled to be completed in late 2010 or early 2011. IWP has 20-year fixed-price PPAs with Idaho
Power Company. Our investment in IWP was funded with cash on hand and a $20 million borrowing under our senior credit
facility. Upon completion of construction, we expect Idaho Wind to provide after-tax cash flows to us of $4.5 million to
$5.5 million for each full year of operations. Our investment in WP will be accounted for under the equity method of
accounting.

In April 2010, our majority-owned subsidiary, Rollcast Energy, Inc., entered into a construction agreement for a53.5
MW biomass project, known as Piedmont Green Power, to be located in Barnesville, Georgia. Pursuant to the terms of our
investment in Rollcast, we have the option, but not the obligation, to invest directly in biomass power plants under
development by Rollcast. We are currently in advanced discussions that we expect will lead to our commitment to invest up
to $75 million in the Piedmont Green Power project, representing substantially all of the equity interestsin the project. We
intend to use a sole arranger to syndicate project-level debt financing for the project. Construction of the project is scheduled
to beginin the third quarter of 2010. The Piedmont Green Power project has obtained a 20-year PPA with Georgia Power
Company which includes an adjustment related to the cost of biomass fuel for the plant.

Concurrently with this offering, we are also conducting a separate public offering of common shares (plus up to
an additional of our common shares that we may issue and sell upon the exercise of the underwriters option to
purchase additional shares). This offering is not conditioned upon the successful completion of the concurrent offering of
common shares and the concurrent offering of common sharesis not conditioned upon the successful completion of this
offering. See "Description of Concurrent Offering of Common Shares.”
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Our Power Projects

The following table outlines our portfolio of power generating and transmission assets in operation and under
construction as of August 9, 2010, including our interest in each facility. Management believes the portfolio is well
diversified in terms of electricity and steam buyers, fuel type, regulatory jurisdictions and regional power pools, thereby
partially mitigating exposure to market, regulatory or environmental conditions specific to any single region.

Power Customer
Location Total Economic Accounting Net Electricity Contract S& P Credit
Project Name (State) Type MW Interest™ Treatment® Mw® Pur chaser Expiry Rating
Auburndale Florida Natura Gas 155 100.00% C 155 Progress 2013 BBB+
Energy
Florida
Lake Florida Natura Gas 121 100.00% C 121 Progress 2013 BBB+
Energy
Florida
Pasco Florida Natural Gas 121 100.00% C 121 Tampa 2018 BBB
Electric CO.
Chambers New Jersey Codl 262 40,00% E 89“  ACE 2024 BBB
16 DuPont 2024 A
Path 15 California Transmission N/A 100.00% o N/A  Cdifornia N/A®  BBB+toA”
Utilitiesvia
calso®?
Orlando Florida Natural Gas 129 50.00% E 46 Progress 2023 BBB+
Energy
Florida
19 Reedy Creek 2013° AP
Improvement
Digtrict
Salkirk New York Natural Gas 345 17.70%" E 14 Merchant N/A N/R
47 Consolidated 2014 A-
Edison
Cregory Texas Natura Gas 400 17.10% E 59  FortisEnergy 2013 A-
Marketing and
Trading
9 Sherwin 2020 NR
Alumina
Topsham™ Maine Hydro 14 50.00% E 7 Centra Maine 2011 BBB+
Power
Badger Creek Cdifornia Natural Gas 46 50.00% E 23 PacificGas& 2011 BBB+
Electric
Rumford Maine Coal/Biomass 85 26.40% E 2 Rumford 2010 N/R
Paper Co.
Koma Kulshan Washington Hydro 13 49.80% E 6  Puget Sound 2037 BBB
Energy
Delta-Person New Mexico Natural Gas 132 40.00% E 53 PNM 2020 BB-
Idaho Wind® Idaho Wind 183 27.56% E 51 Idaho 2030 BBB
Power Co.

@ Except as otherwise noted, economic interest represents the percentage ownership interest in the project held indirectly by Atlantic Power.

@ Accounting Treatment: C—Consolidated; and E—Equity Method of Accounting (for additional details, see Note 2 of the accompanying consolidated
financial statements for the year ended December 31, 2009).

@ Represents our interest in each project's electric generation capacity based on our economic interest.



@

®)

(O]

®)

©)

(10)

(1)

(12

Includes separate power sales agreement in which the project and ACE share profits on spot sales of energy and capacity not purchased by ACE under
the base PPA.

California utilities pay TACsto California Independent System Operator ("CAISO"), who then pays owners of TSRs, such as Path 15, in accordance
with its FERC approved annua revenue requirement.

Path 15 is a FERC regulated asset with a FERC-approved regulatory life of 30 years: through 2034.

Largest payers of fees supporting Path 15's annual revenue requirement are PG& E (BBB+), SoCal Ed (BBB+) and SDG& E (A). CAISO imposes
minimum credit quality requirements for any participants of A or better unless collateral is posted per CAISO imposed schedule.

Upon the expiry of the Reedy Creek PPA, the associated capacity and energy will be sold to PEF.

Fitch rating on Reedy Creek Improvement District bonds.

Represents our residual interest in the project after all priority distributions are paid, which is estimated to occur in 2012.
We own our interest in this project as alessor.

Project currently under construction and is expected to be completed in late 2010 or early 2011.




The Debentures

| ssuer Atlantic Power Corporation, a British Columbia corporation

Maturity The Debentures will mature on

Interest Rate % per annum.

Payment Dates Interest will be payable semi-annually in arrears on the day
of and in each year (or the immediately following business
day if any interest payment date would not otherwise be a business
day) commencing on , computed on the basis of a 360-day year

composed of twelve 30-day months. The interest payment will
represent accrued interest for the period from the closing date of
this offering up to, but excluding . See "Description of
Debentures—Genera ."

Conversion Privilege Each Debenture will be convertible into fully paid and
non-assessable common shares at the option of the holder at any
time prior to the close of business on the earlier of the maturity date
and the business day immediately preceding the date specified by
the Company for redemption of the Debentures, at a conversion
priceof Cdn$  per common share, being aratio of
approximately common shares per Cdn$1,000 principal amount
of Debentures, subject to adjustment in accordance with the trust
indenture governing the terms of the Debentures (the "Indenture").
See "Description of Debentures—Conversion Privilege."

Redemption The Debentures may not be redeemed by the Company on or
before (except in certain limited circumstances following a
change of control (as defined herein)). After and prior to ,
the Debentures may be redeemed by the Company, in whole or in
part from time to time, on not more than 60 days and not less than
30 days prior notice, at aredemption price equal to the principal
amount thereof plus accrued and unpaid interest, provided that the
volume weighted average trading price of our common shares on
the TSX for the 20 consecutive trading days ending five trading
days preceding the date on which notice of redemptionisgivenis
not less than 125% of the conversion price.

On or after and prior to the maturity date, the Debentures may
be redeemed in whole or in part at the option of the Company on
not more than 60 days and not less than 30 days prior notice at a
price equal to their principal amount plus accrued and unpaid
interest. See "Description of Debentures—Redemption and
Purchase."




Optional Payment at Maturity or Upon
Redemption

Change of Control

Ranking

On maturity or upon redemption, provided that no event of default
(as defined herein) shall have occurred and be continuing, the
Company may, at its option, on not more than 60 days and not less
than 40 days prior notice and subject to regulatory approval, elect to
satisfy its obligation to repay the principal amount of the
Debentures by issuing and delivering that number of common
shares obtained by dividing the principal amount of the outstanding
Debentures which are to be redeemed or have matured by 95% of
the volume weighted average trading price of the common shares
on the TSX for the 20 consecutive trading days ending five trading
days preceding the date fixed for redemption or maturity, as the
case may be. See "Description of Debentures—Payment Upon
Redemption or Maturity."

Upon the occurrence of certain change of control events involving
the Company, each holder of Debentures may require the Company
to purchase, on a date which iswithin 30 days following the giving
of notice of the change of control, al or any part of such holder's
Debentures at a price equal to 100% of the principal amount thereof
plus accrued and unpaid interest thereon. I1f 90% or more of the
principal amount of the Debentures outstanding on the date of the
notice of change of control have been tendered, the Company will
have the right to redeem all the remaining Debentures at the offer
price. See "Description of Debentures—Repurchase Upon a Change
of Control."

Subject to regulatory approval, in the event of a change of control
where 10% or more of the consideration for our common sharesin
the transaction or transactions constituting a change of control
consists of cash, equity securities that are not traded or intended to
be traded immediately following such transactions on a stock
exchange, or other property that is not traded or intended to be
traded immediately following such transactions on a stock
exchange, holders of the Debentures may elect to convert their
Debentures and receive, in addition to the number of common
shares they otherwise would have been entitled to under
"Conversion Privilege," an additional number of common shares as
outlined in the table set forth under " Description of
Debentures—Cash Change of Control."

The Debentures will rank subordinate to all existing and future
senior secured and senior unsecured indebtedness of the Company
including all trade creditors, and will rank pari passu to any future
subordinated unsecured indebtedness. See "Description of
Debentures—Subordination."




Risk Factors

United States Federal Income Tax
Considerations

Concurrent Public Offering of Common Shares

Use of Proceeds

Listing

Prospective purchasers should carefully review and evauate certain
risk factors relating to an investment in the Debentures, including,
but not limited to trading market for Debentures, repayment of the
Debentures, absence of covenant protection, redemption on a
change of control, redemption prior to maturity, conversion
following certain transactions, credit risk, subordination of
Debentures, discretion in the use of proceeds and possibility of
withheld amounts. See "Risk Factors."

Y ou should consult your tax advisor with respect to the U.S. federa
income tax consequences of owning the Debentures and the
common shares into which the Debentures may be converted in
light of your own particular situation and with respect to any tax
consequences arising under the laws of any state, local, foreign or
other taxing jurisdiction. See "Certain United States Federal Income
Tax Considerations.”

Concurrently with this offering, we are a so conducting a separate
public offering of common shares (plus up to an
additional of our common shares that we may issue and sell
upon the exercise of the underwriters' option to purchase additional
shares).

This offering is not conditioned upon the successful completion of
the concurrent offering of common shares and the concurrent
offering of common sharesis not conditioned upon the successful
completion of this offering.

We expect to receive net proceeds from this offering of
approximately Cdn$ million after deducting the underwriting
discount and our estimated expenses (or approximately

Cdn$ million if the underwriters exercise their option to
purchase additional sharesin full). We intend to use the net
proceeds from this offering, along with the net proceeds we receive
from our concurrent offering of common shares, for (i) repayment
of approximately $20 million borrowed under our revolving credit
facility in June 2010 to partialy fund our previously-announced
acquisition of a27.6% equity interest in |daho Wind Partners

1, LLC, and (ii) to fund alikely investment of up to $75 millionin
the Piedmont Green Power biomass project in Barnesville, Georgia
for substantially all of the equity interest in the project, which is
currently in advanced discussions that we expect to lead to a
commitment. Any remaining net proceeds will be used to fund
additional growth opportunities and for general corporate purposes.

The Debentures constitute a new issue of securities of the Company
for which thereis currently no public market.

Our outstanding common shares are listed on the TSX under the

symbol "ATP" and on the New Y ork Stock Exchange under the
symbol "AT."
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Summary Historical Financial I nformation

The following table presents summary consolidated financial information, which should be read in conjunction with our
consolidated financial statements beginning on page F-1 and the related notes thereto, and "Management's Discussion and
Analysis of Financial Condition and Results of Operations" beginning on page 36. The annual historical information for each
of the yearsin the three-year period ended December 31, 2009 has been derived from our audited consolidated financial
statements included elsewhere in this prospectus. The historical information for the six-month periods ended June 30, 2009
and 2010 have been derived from our unaudited consolidated financial statements included elsewhere in this prospectus.

Six months ended
Year Ended December 31, June30,

(inthousands of U.S. dollars, except as otherwise stated) 2009 2008 2007 2006(a) 2005(a) 2010(a) 2009(a)
Project revenue $ 19517 § 173812 § 113257 § 69374 § 57711 § BB 0§ 90304
Project income 48415 41,006 70,118 57,247 48,256 19,405 25,9%
Net (loss) income attributable to Atlantic Power

Corporation (38,486) 48101 (30,59%) (2408) (500) (4,618)) (6,486)
Basic eamings per share, US$ $ (063) $ 078 $ (050) $ (005) $ (001) $ (0.08) $ (011)
Basic eamings per share, Cdn$ $ 072) $ 084 $ (053) $ (0.06) $ 002) $ (0.08) $ (013)
Diluted earnings per share, US$ $ (063) $ 073 $ (050) $ (0.05) $ (001) $ (0.08) $ (011)
Diluted earnings per share, Can$ $ 072) $ 086 $ (053) $ (0.06) $ 002) $ (008) $ (013)
Distribution declared per IPS $ 051 $ 060 $ 059 $ 057 $ 053 § - § 029
Dividend declared per common share $ 046 $ 040 $ 040 $ 037 $ 031 $ 052 $ 019
Total assets $ 869576 $§ 9079% $§ 8071 § 95121 § 636138 $ 86255 $ 873923
Totd long-term liabilities $ 402212 § 65449 § 715923 § 613423 § 475533 § 407413 § 675159

(8 Unaudited




RISK FACTORS

Investing in the Debentures involves a high degree of risk. In addition to other information contained in this prospectus
you should carefully consider the risks described below in evaluating our company and our business before making a
decision to invest in the Debentures. These risks are not the only ones faced by us. Additional risks not presently known or
that we currently deem immaterial could also materially and adversely affect our financial condition, results of operations,
business and prospects. The trading price of our common shares could decline due to any of these risks, and you may lose all
or part of your investment. This prospectus also contains forwar d-looking statements that involve risks and uncertainties.
Actual results could differ materially from those anticipated in these forward-looking statements as a result of certain factors,
including the risks faced by us described below and elsewhere in this prospectus. Please refer to the section entitled
"Cautionary Statements Regarding Forward-Looking Statements” in this prospectus.

Risks Related to Our Business and Our Projects
Our revenue may be reduced upon the expiration or termination of our power purchase agreements

Power generated by our projects, in most cases, is sold under PPAs that expire at various times. For example, PPAs at
our Rumford, Badger Creek and Topsham projects expire between now and the end of 2011 and represent 52 MWs of our net
generating capacity and the PPAs at our Auburndale, Lake and Gregory projects expire by the end of 2013 and represent 335
MWs of our net generating capacity. The table on page 5 contains details about all our projects PPAs. In addition, these
PPAs may be subject to termination in certain circumstances, including default by the project. When a PPA expiresor is
terminated, it is possible that the price received by the project for power under subsequent arrangements may be reduced
significantly. It is possible that subsequent PPAs may not be available at prices that permit the operation of the project on a
profitable basis. If this occurs, the affected project may temporarily or permanently cease operations.

Our projects depend on their electricity, thermal energy and transmission services customers

Each of our projects rely on one or more PPAS, steam sales agreements or other agreements with one or more utilities or
other customers for a substantial portion of its revenue. The largest customers of our power generation projects, including
projects recorded under equity method of accounting, are Progress Energy Florida, Inc. ("PEF"), Tampa Electric Company
("TECQ"), and Atlantic City Electric ("ACE"), which purchase approximately 40%, 15% and 11%, respectively, of the net
electric generation capacity of our projects. The amount of cash available to pay dividends to shareholdersis highly
dependent upon customers under such agreements fulfilling their contractual obligations. There is no assurance that these
customers will perform their obligations or make required payments.

Certain of our projects are exposed to fluctuationsin the price of electricity

Those of our projects with no PPA or PPAs based on spot market pricing will be exposed to fluctuationsin the
wholesale price of electricity. In addition, should any of the long-term PPAs expire or terminate, the relevant project will be
required to either negotiate a new PPA or sell into the electricity wholesale market, in which case the prices for electricity
will depend on market conditions at the time.

Our most significant exposure to market power pricesis at the Selkirk and Chambers projects. At Selkirk, approximately
23% of the capacity of the facility is not contracted and is sold at market prices or not sold at all if market prices do not
support profitable operation of that portion of the facility. At Chambers, our utility customer has the right to sell a portion of
the plant's output into the spot power market if it is economical to do so and the Chambers project shares in the profits from
these sales.
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Our projects may not operate as planned

The revenue generated by our power generation projects is dependent, in whole or in part, on the amount of electric
energy and steam generated by them. The ability of our projects to generate the required amount of power to be sold to
customers under the PPAs is a primary determinant of the amount of cash that will be distributed from the projects to us, and
that will in turn be available for dividends paid to our shareholders. Thereisarisk of equipment failure due to wear and tear,
latent defect, design error or operator error, among other things, which could adversely affect revenues and cash flow. To the
extent that our projects’ equipment regquires more frequent and/or longer than forecast down times for maintenance and repair,
or suffers disruptions of power generation for other reasons, the amount of cash available for dividends may be adversely
affected.

In general, our power generation projects transmit electric power to the transmission grid for purchase under the PPAs
through a single step up transformer. As aresult, the transformer represents a single point of vulnerability and may exhibit no
abnormal behavior in advance of a catastrophic failure that could cause atemporary shutdown of the facility until a spare
transformer can be found or a replacement manufactured.

If the reason for a shutdown is outside of the control of the operator, a power generation project may be able to make a
force majeure claim for temporary relief of its obligations under the project contracts such as the PPA, fuel supply, steam
sales agreement, a project-level debt agreement or otherwise mitigate impacts through business interruption insurance
policies. If successful, such aclaim may prevent a default or reduce monetary losses under such contracts. However, aforce
majeure claim may be challenged by the contract counterparty and, to the extent the challenge is successful, the outage may
still have amaterially adverse effect on the project.

Our projects depend on suppliers under fuel supply agreements and increasesin fuel costs may adversely affect the
profitability of the projects

Revenues earned by our projects may be affected by the availability, or lack of availability, of a stable supply of fud at
reasonable or predictable prices. To the extent possible, the projects attempt to match fuel cost setting mechanismsin supply
agreements to energy payments formulasin the PPA. To the extent that fuel costs are not matched well to PPA energy
payments, increases in fuel costs may adversely affect the profitability of the projects.

The amount of energy generated at the projectsis highly dependent on suppliers under certain fuel supply agreements
fulfilling their contractual obligations. The loss of significant fuel supply agreements or an inability or failure by any supplier
to meet its contractual commitments may adversely affect our results.

Upon the expiration or termination of existing fuel supply agreements, we or our project operators will have to
renegotiate these agreements or may need to source fuel from other suppliers. Our project operators may not be able to
renegotiate these agreements or enter into new agreements on similar terms. Furthermore, there can be no assurance asto
availability of the supply or pricing of fuel under new arrangements and it can be very difficult to accurately predict the future
prices of fuel. For example, a portion of the required natural gas at our Auburndale project and al of the natural gas required
at our Lake project is purchased at market prices, but the projects PPAs that expirein 2013 do not effectively pass through
changesin natural gas prices. We have executed a hedging program to substantially mitigate this risk through 2013.

The amount of energy generated at the projectsis dependent upon the availability of natural gas, coal, il or biomass.
The long-term availability of such resources may not remain unchanged.
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Our projects depend on a favorable regulatory regime

The profitability of our projectsisin part dependent upon the continuation of a favorable regulatory climate with respect
to the continuing operations and the future growth and development of the independent power industry. Should the regul atory
regime in an applicable jurisdiction be modified in a manner which adversely affects the projects, including increasesin taxes
and permit fees, dividends to shareholders may be adversely affected. The failure to obtain all necessary licenses or permits,
including renewals thereof or modifications thereto, may also adversely affect cash available to pay dividends.

Our operations are subject to the provisions of various energy laws and regulations

Generally, in the United States, our projects are subject to regulation by the Federal Energy Regulatory Commission, or
"FERC," regarding the terms and conditions of wholesale service and rates, aswell as by state agencies regarding PPAs
entered into by qualifying facility projects and the siting of the generation facilities. The majority of our generation is sold by
qualifying facility projects under PPAs that required approval by state authorities.

In August 2005, the Energy Policy Act of 2005 was enacted, which removed certain regulatory constraints on
investment in utility power producers. The Energy Policy Act of 2005 also limited the requirement that electric utilities buy
electricity from qualifying facilities to certain markets that lack competitive characteristics, potentially making it more
difficult for our current and future projects to negotiate favorable PPAs with these utilities. Finally, the Energy Policy Act of
2005 amended and expanded the reach of the FERC's merger approval authority.

If any project that isa qualifying facility were to lose its status as a qualifying facility, then such project may no longer
be entitled to exemption from provisions of the Public Utility Holding Company Act of 2005 or from provisions of the
Federal Power Act and state law and regulations. Such project may be able to obtain exempt wholesale generator status to
maintain its exemption from the provisions of the Public Utility Holding Company Act of 2005, however our projects may
not be able to obtain such exemptions. Loss of qualifying facility status could trigger defaults under covenants to maintain
qualifying facility status in the PPAS, steam sales agreements and project-level debt agreements and if not cured within
allowed cure periods, could result in termination of agreements, penalties or acceleration of indebtedness under such
agreements, plus interest.

Our projects would also have to file with the FERC for market-based rates or file for acceptance for filing of the rates set
forth in the applicable PPA, and our projects rates would then be subject to initial and potentially subsequent reviews by the
FERC under the Federal Power Act, which could result in reductions to the rates.

Our projects require licenses, permits and approvals which can be in addition to any required environmental permits. No
assurance can be provided that we will be able to obtain, comply with and renew, as required, all necessary licenses, permits
and approvals for these facilities. If we cannot comply with and renew as required all applicable licenses, permits and
approvals, our business, results of operations and financia condition could be adversely affected.

The Energy Policy Act of 2005 providesincentives for various forms of electric generation technologies, which may
subsidize our competitors. In addition, pursuant to the Energy Policy Act of 2005, the FERC selected an electric reliability
organi zation which imposes mandatory reliability rules and standards. Among other things, the FERC's rules implementing
these provisions allow such reliability organizations to impose sanctions on generators that violate their new reliability rules.

Theintroductions of new laws, or other future regulatory developments, may have a material adverse impact on our
business, operations or financia condition.
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Future FERC rate determinations could negatively impact Path 15's cash flows

The stability of Path 15's cash flows will continue to be subject to the risk of the FERC's adjusting the expected
formulation of revenues upon its rate review every three years, and arate review is set to commencein 2011. The
cost-of-service methodology currently applied by the FERC iswell established and transparent; however, certain inputsin the
FERC's determination of rates are subject to its discretion, including in response to protests from intervenersin such rate
cases, which include return on equity and the recovery of certain extraordinary expenses. Unfavorable decisions on these
matters could adversely affect the cash flow, financial position and results of operations of us and Path 15, and could
adversely affect our cash available for dividends.

Noncompliance with federal reliability standards may subject us and our projectsto penalties

Our operations are subject to the regulations of the North American Electric Reliability Corporation ("NERC"), a
self-regulatory organization that is a non-governmental entity which has statutory responsibility to regulate bulk power
system users, generation and transmission owners and operators. NERC groups the users, owners, and operators of the bulk
power system into 17 categories, known as functional entities—e.g., Generator Owner, Generator Operator,
Purchasing-Selling Entity, etc.—according to the tasks they perform. The NERC Compliance Registry lists the entities
responsible for complying with the mandatory reliability standards and the FERC, NERC, or aregional reliability
organization may assess penalties against any responsible entity found to be in noncompliance. Violations may be discovered
through self-certification, compliance audits, spot checking, self-reporting, compliance investigations by NERC (or aregional
reliability organization) and the FERC, periodic data submittals, exception reporting, and complaints. NERC and the FERC
have assigned a Violation Risk Factor of High, Medium, or Lower to each requirement of the mandatory reliability standards
corresponding to the risk to the bulk power system associated with a violation of that requirement. The penalty that might be
imposed for violating the requirements of the standards is afunction of the Violation Risk Factor. Penalties for the most
severe violations can reach as high as $1 million per violation, per day, and our projects could be exposed to these penalties if
violations occur.

Our projects are subject to significant environmental and other regulations

Our projects are subject to numerous and significant federal, state and local laws, including statutes, regulations,
by-laws, guidelines, poalicies, directives and other requirements governing or relating to, among other things: air emissions;
dischargesinto water; ash disposal; the storage, handling, use, transportation and distribution of dangerous goods and
hazardous, residual and other regulated materials, such as chemicals; the prevention of releases of hazardous materials into
the environment; the prevention, presence and remediation of hazardous materials in soil and groundwater, both on and off
site; land use and zoning matters; and workers' health and safety matters. As such, the operation of our projects carries an
inherent risk of environmental, health and safety liabilities (including potential civil actions, compliance or remediation
orders, fines and other penalties), and may result in the projects being involved from time to time in administrative and
judicial proceedings relating to such matters.

The Clean Air Act and related regulations and programs of the Environmental Protection Agency extensively regulate
the air emissions of sulfur dioxide, nitrogen oxides, mercury and other compounds emitted by power plants. Environmental
laws and regul ations have generally become more stringent over time, and this trend may continue. In particular, the U.S.
Environmental Protection Agency has promulgated regulations under the federal Clean Air Interstate Rule ("CAIR")
requiring additional reductions in nitrogen oxides, or "NO, " and sulphur dioxide, or "SO," emissions, beginning in 2009 and
2010 respectively, and has also promulgated regulations requiring reductions in mercury emissions from coal-fired electric
generating units, beginning in 2010 with more substantia reductionsin 2018.
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Moreover, certain of the states in which we operate have promulgated air pollution control regulations which are more
stringent than existing and proposed federal regulations.

While CAIR was set aside by a court decision in 2008, that decision allowed the CAIR requirementsto remain in place
pending further rulemaking by the Environmental Protection Agency. On July 6, 2010, the Environmental Protection Agency
proposed to replace CAIR by requiring 31 states and the District of Columbiato curb emissions of sulfur dioxide and nitrogen
oxides from power plants through more aggressive state-by-state emissions budgets for nitrogen oxides and sulfur dioxide.
Compliance with the proposed rule, which would take effect in 2012, may have a material adverse impact on our business,
operations or financial condition.

The Environmental Protection Agency intends to propose new mercury emissions standards for power plants by March
2011 and to have new standards in place by November 2011. Meeting these new standards at our coal-fired facilities may
have amaterial adverse impact on our business, operations or financial condition.

The Resource Conservation and Recovery Act ("RCRA™) has historically exempted fossil fuel combustion wastes from
hazardous waste regulation. However, in June 2010 the Environmental Protection Agency proposed two alternative sets of
regulations governing coal ash. One set of proposed regulations would designate coal ash as "special waste" and bring ash
impoundments at coal-fired power plants under federal regulations governing hazardous solid waste under Subtitle C of
RCRA.. Another set of proposed regulations would regulate coal ash as a hon-hazardous solid waste. If the Environmental
Protection Agency determines to regulate coal ash as a hazardous waste, our coal-fired facilities may be subject to increased
compliance obligations and costs that may have a material adverse impact on our business, operations or financial condition.

Significant expenditures may be required for either capital expenditures or the purchase of allowances under any or all of
these programs to keep the projects compliant with environmental laws and regulations. The projects PPAs do not allow for
the pass through of emissions allowance or emission reduction capital expenditure costs, with the exception of Pasco. If it is
not economical to make those expendituresit may be necessary to retire or mothball facilities, or restrict or modify our
operations to comply with more stringent standards.

Our projects have obtained environmental permits and other approvals that are required for their operations. Compliance
with applicable environmental laws, regulations, permits and approvals and material future changes to them could materially
impact our businesses. Although we believe the operations of the projects are currently in material compliance with
applicable environmental laws, licenses, permits and other authorizations required for the operation of the projects and
although there are environmental monitoring and reporting systemsin place with respect to all the projects, thereisno
guarantee that more stringent laws will not be imposed, that there will not be more stringent enforcement of applicable laws
or that such systems may not fail, which may result in material expenditures. Failure by the projects to comply with any
environmental, health or safety requirements, or increases in the cost of such compliance, including as aresult of
unanticipated liabilities or expenditures for investigation, assessment, remediation or prevention, could result in additional
expense, capital expenditures, restrictions and delays in the projects' activities, the extent of which cannot be predicted.

Our projects are subject to regulation of CO, and other greenhouse gases (GHGs)

Ongoing public concerns about emissions of CO, and other GHGs from power plants have resulted in the enactment of,
and proposals for, laws and regulations at the federal, state and regional levels, some of which do or could apply to some of
our project operations. For example, the multi-state CO, cap-and-trade program known as the Regional Greenhouse Gas
Initiative (RGGI) appliesto our fossil fuel facilitiesin the Northeast region. The RGGI program went into effect on
January 1, 2009.
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CO, dlocations are now atradeable commodity, currently averaging in the $2.05 to $3.20/ton range. The State of Florida has
conducted stakeholder meetings as part of the process of developing GHG emissions regulations, the most recent of which
was in January 2009. Discussions indicate favoring a program similar to that of RGGI.

Cdlifornia, New Mexico, Washington and other states are part of the Western Climate Initiative, which is developing a
regional cap-and-trade program to reduce GHG emissionsin the region to 15% below 2005 levels by 2020.

In 2006, the State of California passed legidation initiating two programs to control/reduce the creation of GHGs. The
two laws, more commonly known as AB 32 and SB 1368, are currently in the regulatory rulemaking phase which will
involve public comment and negotiations over specific provisions. Development towards the implementation of these
programs continues.

Under AB 32 (the California Global Warming Act of 2006) the California Air Resources Board ("CARB") isrequired to
adopt a GHG emissions cap on all major sources (not limited to the electric sector). In order to do so, it must adopt
regulations for the mandatory reporting and verification of GHG emissions and to reduce state-wide emissions of GHGs to
1990 levels by 2020. Thiswill most likely require that electric generating facilities reduce their emissions of GHGs or pay for
the right to emit by the implementation date of January 1, 2012. The program has yet to be finalized and the decision asto
whether allocations will be distributed or auctioned will be determined in the rulemaking process that is currently underway.
Discussion to date favors an auction-based allocation program.

SB 1368 added the requirement that the California Energy Commission, in consultation with the California Public
Utilities Commission (the "CPUC") and the CARB establish GHG emission performance standards and implement
regulations for power purchase agreements that exceed five years entered into prospectively by publicly-owned electric
utilities. The legiglation directs the California Energy Commission to establish the performance standard as one not exceeding
the rate of GHG emitted per megawatt-hour associated with combined-cycle, gas turbine basel oad generation, such as our
Badger Creek project. Provisions are under consideration in the rulemaking to alow facilities that have higher CO, emissions
to be able to negotiate PPA's for up to afive-year period or sell power to entities not subject to SB 1368.

In addition to the regional initiatives, legislation for the regulation of GHGs has been introduced at the federal level and
if passed, may eventually override the regional efforts with a national cap and trade program. Federal billsto create both a
cap-and-trade allowance system and a renewabl e/efficiency portfolio standard have been introduced in both the house and
senate. Separately, the U.S. Environmental Protection Agency has taken several recent actions to regulate GHG emissions.

The Environmental Protection Agency's recent actions include its finding of "endangerment” to public health and
welfare from GHGs, itsissuance in September 2009 of the Final Mandatory Reporting of Greenhouse Gases Rule which
requires large sources, including power plants, to monitor and report GHG emissions to the Environmental Protection Agency
annually starting in 2011, and its publication in May 2010 of itsfinal Prevention of Significant Deterioration and Title V
Greenhouse Gas Tailoring Rule, to take effect in 2011, which requires large industrial facilities, including power plants, to
obtain permits to emit, and to use best available control technology to curb emissions of, GHGs.

In addition, the United States is actively participating in various international initiatives to reduce GHG emissions
globally that may result in further regulatory developments in the United States.

The implementation of existing CO, and other GHG regulations, the introduction of new regulation, or other future
regulatory developments may subject the Company to increased compliance obligations and costs that could have a material
adverse impact on our business, operations or financial condition.
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I ncreasing competition could adversely affect our performance and the performance of our projects

The power generation industry is characterized by intense competition, and our projects encounter competition from
utilities, industrial companies and other independent power producers, in particular with respect to un-contracted output. In
recent years, there has been increasing competition among generators for power sales agreements, and this has contributed to
areduction in electricity pricesin certain markets where supply has surpassed demand plus appropriate reserve margins. In
addition, many states have implemented or are considering regulatory initiatives designed to increase competition in the U.S.
power industry. Increasing competition among participants in the power generation industry may adversely affect our
performance and the performance of our projects.

We have limited control over management decisions at certain projects

In many cases, our projects are not wholly-owned by us or we have contracted for their operations and maintenance, and
in some cases we have limited control over the operation of the projects. Although we generally prefer to acquire projects
where we have control, we may make acquisitions in non-control situations to the extent that we consider it advantageous to
do so and consistent with regulatory requirements and restrictions, including the Investment Company Act of 1940.
Third-party operators (such as Caithness and GE) operate many of the projects. As such, we must rely on the technical and
management expertise of these third-party operators, although typically we are represented on a management or operating
committee if we do not own 100% of a project. To the extent that such third party operators do not fulfill their obligations to
manage the operations of the projects or are not effective in doing so, the amount of cash available to pay dividends may be
adversely affected.

We may face significant competition for acquisitions and may not successfully integrate acquisitions

Our business plan includes growth through identifying suitable acquisition opportunities, pursuing such opportunities,
consummating acquisitions and effectively integrating them with our business. We may be unable to identify attractive
acquisition candidates in the power industry in the future, and we may not be able to make acquisitions on an accretive basis
or that acquisitions will be successfully integrated into our existing operations.

Although electricity demand is expected to grow, creating the need for more generation, and the U.S. power industry is
continuing to undergo consolidation and may offer attractive acquisition opportunities, we are likely to confront significant
competition for those opportunities and, to the extent that any opportunities are identified, we may be unable to effect
acquisitions or investments.

Any acquisition or investment may involve potential risks, including an increase in indebtedness, the inability to
successfully integrate operations, the potential disruption of our ongoing business, the diversion of management's attention
from other business concerns and the possibility that we pay more than the acquired company or interest is worth. There may
also be liahilities that we fail to discover, or are unable to discover, in our due diligence prior to the consummation of an
acquisition, and we may not be indemnified for some or all these liabilities. In addition, our funding reguirements associated
with acquisitions and integration costs may reduce the funds available to us to make dividend payments.

I nsurance may not be sufficient to cover all losses

Our business involves significant operating hazards related to the generation of electricity. While we believe that the
projects' insurance coverage addresses all material insurable risks, provides coverage that is similar to what would be
maintained by a prudent owner/operator of similar facilities, and are subject to deductibles, limits and exclusions which are
customary or reasonable given the cost of procuring insurance, current operating conditions and insurance market conditions,
there can be no
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assurance that such insurance will continue to be offered on an economically feasible basis, nor that al eventsthat could give
riseto aloss or liability are insurable, nor that the amounts of insurance will at all times be sufficient to cover each and every
loss or claim that may occur involving our assets or operations of our projects. Any losses in excess of those covered by
insurance, which may include a significant judgment against any project or project operator, the loss of a significant permit or
other approval or the imposition of a significant fine or penalty, could have a material adverse effect on our business,
financial condition and future prospects and could adversely affect dividends to our shareholders.

Financing arrangements could negatively impact our business

Our current or future borrowings could increase the level of financial risk to us and, to the extent that the interest rates
are not fixed and rise, or that borrowings are refinanced at higher rates, then cash available for dividends could be adversely
affected. Covenants in those borrowings may also adversely affect cash available for dividends. In addition, most of the
projects currently have term loan or other financing arrangements in place with various lenders. These financing
arrangements are typically secured by all of the project assets and contracts as well as the equity interests in the project
operator (including those owned by us). The terms of these financing arrangements generally impose many covenants and
obligations on the part of the project operator and other borrowers and guarantors. For example, some agreements contain
requirements to maintain specified debt service coverage ratios before cash may be distributed from the relevant project to us.
In many cases, a default by any party under other project agreements (such as a PPA or afuel supply agreement) will also
constitute a default under the project's term loan or other financing arrangement. Failure to comply with the terms of these
term loans or other financing arrangements, or events of default thereunder, may prevent cash distributions by the project to
us and may entitle the lenders to demand repayment and/or enforce their security interests.

Our failure to refinance or repay any indebtedness when due could constitute a default under such indebtedness. Under
such circumstances, it is expected that dividends to our shareholders would not be permitted until such indebtedness was
refinanced or repaid and we may be required to sell assets or take other actions, including the initiation of bankruptcy
proceedings or the commencement of an out-of-court debt restructuring.

Our equity interestsin our projects may be subject to transfer restrictions

The partnership or other agreements governing some of the projects may limit a partner's ability to sell itsinterest.
Specifically, these agreements may prohibit any sale, pledge, transfer, assignment or other conveyance of the interest in a
project without the consent of the other partners. In some cases, other partners may have rights of first offer or rights of first
refusal in the event of a proposed sale or transfer of our interest. These restrictions may limit or prevent us from managing
our interests in the projects in the manner we see fit, and may have an adverse effect on our ability to sell our interestsin
these projects at the prices we desire.

The projects are exposed to risks inherent in the use of derivative instruments

We and the projects may use derivative instruments, including futures, forwards, options and swaps, to manage
commodity and financial market risks. In the future, the project operators could recognize financial losses on these
arrangements as aresult of volatility in the market values of the underlying commodities or if a counterparty failsto perform
under acontract. If actively quoted market prices and pricing information from external sources are not available, the
valuation of these contracts would involve judgment or use of estimates. As aresult, changesin the underlying assumptions
or use of alternative valuation methods could affect the reported fair value of these contracts.
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Most of these contracts are recorded at fair value with changesin fair value recorded currently in earnings, resulting in
significant volatility in our income (as calculated in accordance with GAAP) that does not significantly affect current period
cash flows or the underlying risk management purpose of the derivative instruments. As aresult, we may be unableto
accurately predict the impact that our risk management decisions may have on our quarterly and annual income (as calculated
in accordance with GAAP).

If the values of these financial contracts change in a manner that we do not anticipate, or if a counterparty failsto
perform under a contract, it could harm our financial condition, results of operations and cash flows. We have executed
natural gas swaps to reduce our risks to changes in the market price of natural gas, which isthe fuel consumed at many of our
projects. Due to declining natural gas prices, we have incurred losses on these natural gas swaps. We execute these swaps
only for the purpose of managing risks and not for speculative trading.

Risks Related to Our Structure
We are dependent on our projects for virtually all cash available for dividends

We are dependent on the operations and assets of the projects through our indirect ownership of interests in the projects.
The actual amount of cash available for dividends to our shareholders depends upon numerous factors, including profitability,
changes in revenues, fluctuations in working capital, availability under existing credit facilities, capital expenditure levels,
applicable laws, compliance with contracts and contractual restrictive covenants contained in any debt documentation.

Distribution of available cash may restrict our potential growth

A payout of asignificant portion of substantially all of our operating cash flow will make additional capital and
operating expenditures dependent on increased cash flow or additional financing in the future. Lack of these funds could limit
our future growth and cash flow. In addition, we may be precluded from pursuing otherwise attractive acquisitions or
investments because they may not be accretive to us on a short-term basis.

Future dividends are not guaranteed

Our board of directors may, in their discretion, amend or repeal our existing dividend policy. Future dividends, if any,
will depend on, among other things, the results of operations, working capital requirements, financial condition, restrictive
covenants, business opportunities, provisions of applicable law and other factors that our board of directors may deem
relevant. Our board of directors may decrease the level of or entirely discontinue payment of dividends.

Exchange rate fluctuations may impact our amount of cash available for dividends

Our payments to shareholders and convertible debenture holders are denominated in Canadian dollars. Conversely, all of
our projects revenues and expenses are denominated in U.S. dollars. As aresult, we are exposed to currency exchange rate
risks. Despite our hedges against this risk through 2013, any arrangements to mitigate this exchange rate risk may not be
sufficient to fully protect against thisrisk. If hedging transactions do not fully protect against thisrisk, changesin the
currency exchange rate between U.S. and Canadian dollars could adversely affect our cash available for distribution.
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Our indebtedness could negatively impact our business and our projects

The degree to which we are leveraged on a consolidated basis could increase and have important consequences to our
shareholders, including:

e our ability in the future to obtain additional financing for working capital, capital expenditures, acquisitions or other
purposes may be limited;

e we may be unable to refinance indebtedness on terms acceptable to us or at all; and

e wemay belimited in our ability to react to competitive pressures.

As of June 30, 2010, our consolidated long-term debt and our share of the debt of our unconsolidated affiliates
represented approximately 55% of our total capitalization, comprised of debt and bal ance sheet equity.

Changesin our creditworthiness may affect the value of our common shares

Changes to our perceived creditworthiness may affect the market price or value and the liquidity of our common shares.
Theinterest rate we pay on our credit facility may increase if certain credit ratios deteriorate.

Futureissuances of our common shares could result in dilution

Our articles of incorporation authorize the issuance of an unlimited number of common shares for such consideration
and on such terms and conditions as are established by our board of directors without the approval of any of our shareholders.
We may issue additional common shares in connection with a future financing or acquisition. The issuance of additional
common shares may dilute an investor's investment in us and reduce cash available for distribution per common share.

I nvestment eligibility

There can be no assurance that our common shares or Debentures will continue to be qualified investments under
relevant Canadian tax laws for trusts governed by registered retirement savings plans, registered retirement income funds,
deferred profit sharing plans, registered education savings plans, registered disability savings plans and tax-free savings
accounts.

We are subject to Canadian tax

As a Canadian corporation, we are generally subject to Canadian federal, provincial and other taxes, and dividends paid
by us are generally subject to Canadian withholding tax if paid to a shareholder that is not aresident of Canada. We
completed our initial public offering on the TSX in November 2004. At the time of the initial public offering, our public
security was an |PS. Each IPS was comprised of one common share and Cdn$5.767 principal value of 11% subordinated
notes due 2016. In the fourth quarter of 2009, we converted to a traditional common share company through a sharehol der
approved plan of arrangement in which each |PS was exchanged for one of our new common shares. Our new common
shares were listed and posted for trading on the TSX commencing on December 2, 2009 and trade under the symbol "ATP,"
and the former IPSs, which traded under the symbol "ATP.UN," were delisted at that time. In connection with our conversion
from an IPS structure to atraditional common share structure and the related reorganization of our organizational structure,
we received a note from our primary U.S. holding company (the "Intercompany Note"). We are required to include in
computing our taxable income interest on the Intercompany Note. We expect that our existing tax attributes initially will be
available to offset thisincome inclusion such that it will not result in an immediate material increase to our liability for
Canadian taxes. However, once we fully utilize our existing tax attributes (or if, for any reason, these attributes were not
available to us), our
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Canadian tax liability would materially increase. Although we intend to explore potential opportunitiesin the future to
preserve the tax efficiency of our structure, no assurances can be given that our Canadian tax liability will not materially
increase at that time.

Withholding Tax

Effective January 1, 2008, the Tax Act was amended to generally eliminate withholding tax on interest paid or credited
to non-residents of Canada with whom the payor deals at arm's length. However, Canadian withholding tax continues to
apply to payments of "participating debt interest." For purposes of the Tax Act, participating debt interest is generally interest
that is paid on an obligation where all or any portion of such interest is contingent or dependent on the use of or production
from property in Canada or is computed by reference to revenue, profit, cash flow, commaodity price or any similar criterion.

Under the Tax Act, when a debenture or other debt obligation issued by a person resident in Canada is assigned or
otherwise transferred by a non-resident person to a person resident in Canada (which would include a conversion of the
obligation or payment on maturity), the amount, if any, by which the price for which the obligation was assigned or
transferred exceeds the price for which the obligation was issued is deemed to be a payment of interest on that obligation
made by the person resident in Canada to the non-resident (an "excess'). The deeming rule does not apply in respect of
certain "excluded obligations," although it is not clear whether a particular convertible debenture would qualify as an
"excluded obligation." If a convertible debentureis not an "excluded obligation,” issues that arise are whether any excess
would be considered to exist, whether any such excess which is deemed to be interest is " participating debt interest,” and if
the excess is participating debt interest, whether that resultsin all interest on the obligation being considered to be
participating debt interest.

The Canada Revenue Agency ("CRA") has stated that no excess, and therefore no participating debt interest, generally
would arise on the conversion of a"traditional convertible debenture" and therefore, there would be no withholding tax in
such circumstances (provided that the payor and payee deal at arm's length for purposes of the Tax Act). The CRA has
published guidance describing certain minimum terms and conditions that a debenture should generally haveto be a
"traditional convertible debenture” for these purposes. The Debentures generally meet the criteria set forth in CRA's
published guidance; however, the Indenture also contains additional terms which are not contemplated in the CRA's
published guidance. Accordingly, the application of the CRA's published guidanceis uncertain and thereis arisk that
amounts paid or payable by the Company to a holder of Debentures on account of interest or any "excess' amount may be
subject to Canadian withholding tax at 25% (subject to any reduction in accordance with the Canadian Treaty).

The Indenture will not contain arequirement for the Company to increase the amount of interest or other paymentsto
holders of Debentures should the Company be required to withhold amounts in respect of income or similar taxes on
payments of interest or other amounts.

Other Canadian federal incometax risks

There can be no assurance that Canadian federal income tax laws and CRA administrative policies respecting the
Canadian federal income tax consequences generally applicable to us, to our subsidiaries, or to a holder of common shares
will not be changed in amanner which adversely affects holders of our common shares.

Our prior and current structure may be subject to additional U.S. federal income tax liability

Under our prior |PS structure, we treated the subordinated notes as debt for U.S. federal income tax purposes.

Accordingly, we deducted the interest payments on the subordinated notes and reduced our net taxable income treated as

"effectively connected income" for U.S. federal income tax purposes.
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Under our current structure, our subsidiaries that are incorporated in the United States are subject to U.S. federal income tax
on their income at regular corporate rates (currently as high as 35%, plus state and local taxes), and our U.S. holding
company will claim interest deductions with respect to the Intercompany Note in computing itsincome for U.S. federal
income tax purposes. To the extent thisinterest expense is disallowed or is otherwise not deductible, the U.S. federal income
tax liability of our U.S. holding company will increase, which could materially affect the after-tax cash available to distribute
to us. While we received advice from our U.S. tax counsel, based on certain representations by us and our U.S. holding
company and determinations made by our independent advisors, as applicable, that the subordinated notes and the
Intercompany Note should be treated as debt for U.S. federal income tax purposes, it is possible that the Internal Revenue
Service ("IRS") could successfully challenge those positions and assert that subordinated notes or the Intercompany Note
should be treated as equity rather than debt for U.S. federal income tax purposes. In this case, the otherwise deductible
interest on the subordinated notes or the Intercompany Note would be treated as non-deductible distributions and, in the case
of the Intercompany Note, would be subject to U.S. withholding tax to the extent our U.S. holding company had current or
accumulated earnings and profits. The determination of whether the subordinated notes and the U.S. holding company's
indebtedness to usis debt or equity for U.S. federal income tax purposes is based on an analysis of the facts and
circumstances. There isno clear statutory definition of debt for U.S. federal income tax purposes, and its characterization is
governed by principles developed in case law, which analyzes numerous factors that are intended to identify the nature of the
purported creditor's interest in the borrower. Furthermore, not all courts have applied this analysis in the same manner, and
some courts have placed more emphasis on certain factors than other courts have. To the extent it were ultimately determined
that our interest expenses on either the subordinated notes or the Intercompany Note were disallowed, our U.S. federa
income tax liability for the applicable open tax years would materially increase, which could materialy affect the after-tax
cash available to usto distribute. Alternatively, the IRS could argue that the interest on the subordinated notes or the
Intercompany Note exceeded or exceeds an arm's length rate, in which case only the portion of the interest expense that does
not exceed an arm's length rate may be deductible and, in the case of the Intercompany Note, the remainder would be subject
to U.S. withholding tax to the extent our U.S. holding company had current or accumulated earnings and profits. We have
received advice from independent advisors that the interest rate on the subordinated notes and the I ntercompany Note was and
is, as applicable, commercially reasonable in the circumstances, but the advice is not binding on the IRS.

Furthermore, our U.S. holding company's deductions attributable to the interest expense on the Intercompany Note may
be limited by the amount by which its net interest expense (the interest paid by our U.S. holding company on all debt,
including the Intercompany Note, lessitsinterest income) exceeds 50% of its adjusted taxable income (generally, U.S. federal
taxable income before net interest expense, net operating 10ss carryovers, depreciation and amortization). Any disallowed
interest expense may currently be carried forward to future years. Moreover, proposed legislation has been introduced, though
not enacted, several timesin recent years that would further limit the 50% of adjusted taxable income cap described above to
25% of adjusted taxable income, although recent proposals in the Fiscal Y ear Budget for 2010 would only apply the revised
rulesto certain foreign corporations that were expatriated. Furthermore, if our U.S. holding company does not make regular
interest payments as required under the Intercompany Note, other limitations on the deductibility of interest under U.S.
federal income tax laws could apply to defer and/or eliminate all or a portion of the interest deduction that our U.S. holding
company would otherwise be entitled to with respect to the Intercompany Note.

Conversion of the Debentures into common shares could result in tax

Holders of the Debentures that are subject to U.S. federal income tax could potentially recognize foreign currency gain
or loss upon the conversion of the Debentures into common shares.
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Passive foreign investment company treatment

We do not believe that we are a passive foreign investment company, and we do not expect to become a passive foreign
investment company. However, if we were a passive foreign investment company while ataxable U.S. holder held common
shares, such U.S. holder could be subject to an interest charge on any deferred taxation and the treatment of gain upon the
sale of our stock as ordinary income. Additionally, if we were a passive foreign investment company while ataxable U.S.
holder held Debentures, the interest charge and gain recharacterization rules described in the preceding sentence could
potentially apply to such U.S. holder with respect to its Debentures, or to any common shares received upon a conversion of
the Debentures.

Risks Related to the Debentures
Thereisno trading market for the Debentures

The Debentures constitute a new issue of securities of the Company for which there is currently no public market. Even
if the Debentures are listed on a public securities exchange or market, the Debentures may trade at a discount from their
offering price depending on prevailing interest rates, the market for similar securities, our performance and other factors. No
assurance can be given as to whether an active trading market will develop or be maintained for the Debentures. To the extent
that an active trading market for the Debentures does not devel op, the liquidity and trading prices for the Debentures may be
adversely affected.

We may be unable to repay the Debentures

The Debentures mature on . We may not be able to refinance the principal amount of the Debenturesin order to
repay the principal outstanding or may not have generated enough cash from operations to meet this obligation. Thereis no
guarantee that we will be able to repay the outstanding principal amount upon maturity of the Debentures. The Debentures
will not be guaranteed by any of our subsidiaries, and any restrictions on the distribution of cash at the project level, such as
due to restrictive covenantsin project-level financing agreements, could materially limit our ability to pay principal and
interest on the Debentures when due.

The Indenture will not have any covenant restriction protections

The trust indenture governing the Debentures does not restrict us or any of our subsidiaries from incurring additional
indebtedness for borrowed money or otherwise from mortgaging, pledging or charging our real or personal property or
properties to secure any indebtedness or other financing. The indenture does not contain any provisions specifically intended
to protect holders of the Debenturesin the event of afuture leveraged transaction involving us or any of our subsidiaries.

We are obligated to redeem the Debentures on a change of control

We will be required to offer to purchase all outstanding Debentures upon the occurrence of a change of control.
However, it is possible that following a change of control, we will not have sufficient funds at that time to make the required
purchase of outstanding Debentures or that restrictions contained in other indebtedness will restrict those purchases. See
"Description of Debentures—Change of Control."
The Debentures may be redeemed prior to maturity

The Debentures may be redeemed, at our option, subject to certain conditions, after and prior to their maturity
datein whole or in part, at aredemption price equal to the principal amount thereof, together with any accrued and unpaid

interest, as described under " Description of
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Debentures—Redemption and Purchase." Holders of Debentures should assume that this redemption option will be exercised
if we are able to refinance at alower interest rate or it is otherwise in our interest to redeem the Debentures.

The Debentures may become convertible into other securities, cash or property following certain transactions

In the event of certain transactions, pursuant to the terms of the indenture, each Debenture will become convertible into
securities, cash or property receivable by a holder of common shares in such transactions. This change could substantially
reduce or eliminate any potential future value of the conversion privilege associated with the Debentures. For example, if we
were acquired in a cash merger, each Debenture would become convertible solely into cash and would no longer be
convertible into securities whose value would vary depending on our future prospects and other factors. See "Description of
Debentures—Conversion Privilege."

Thereisa credit risk associated with payment of the principal and interest on the Debentures

The likelihood that purchasers of the Debentures will receive payments owing to them under the terms of the Debentures
will depend on our financial health and creditworthiness.

The rights and privileges of the Debenture holders are subordinate to our senior indebtedness

The Debentures are our unsecured obligations and are subordinate in right of payment to all of our existing and future
senior indebtedness, including our convertible debentures issued on October 11, 2006. In the event of our insolvency,
bankruptcy, liquidation, reorganization, dissolution or winding up, the assets that serve as collateral for any senior
indebtedness would be made available to satisfy the obligations of the creditors of such senior indebtedness before being
available to pay our obligations to Debenture holders. Accordingly, all or asubstantial portion of our assets could be
unavailable to satisfy the claims of the Debenture holders.

We have discretion in the use of proceeds

Management will have discretion concerning the use of proceeds of this offering and the concurrent offering of common
shares, aswell as the timing of their expenditures. As aresult, investors will be relying on the judgment of management as to
the application of the proceeds of the offerings. Management may use the net proceeds of the U.S. and Canadian offeringsin
ways that an investor may not consider desirable. The results and effectiveness of the application of the proceeds are
uncertain. If the proceeds are not applied effectively, our results of operations may suffer.

The amount of interest or other paymentswill not increase upon an increase in amounts withheld for taxes on payments
of interest or other amounts

The indenture does not contain a requirement for us to increase the amount of interest or other payments to holders of
Debentures should we be required to withhold amounts in respect of income or similar taxes on payments of interest or other

amounts.
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Risks Related to the Common Shares

Market conditions and other factors may affect the value of the common sharesissuable upon conversion of the
Debentures

The trading price of the common shares issuable upon conversion of the Debentures will depend on many factors, which
may change from time to time, including:

e conditionsin the power production markets and the energy markets generally;
*  interest rates;

o themarket for similar securities;

e government action or regulation;

e general economic conditions or conditions in the financial markets;

e our past and future dividend practice; and

e ourfinancia condition, performance, creditworthiness and prospects.

Accordingly, the common shares that a Debenture holder receives upon conversion of the Debentures may trade at a
price lower than the conversion price.

The market price and trading volume of the common shares issuable upon conversion of the Debentures may be volatile

The market price of the common shares issuable upon conversion of the Debentures may be volatile, particularly given
the current economic environment. In addition, the trading volume in our common shares may fluctuate and cause significant
price variations to occur. If the market price of our common shares declines significantly, you may be unable to resell your
shares at or above the price at the time of conversion. The market price of our common shares may fluctuate or decline
significantly in the future.

Some of the factors that could negatively affect our share price or result in fluctuations in the price or trading volume of
our common shares include;

e quarterly variations in our operating results or the quality of our assets;

«  changesin applicable regulations or government action;

e operating results that vary from the expectations of management, securities analysts and investors;
«  changesin expectations asto our future financial performance;

« announcements of innovations, new products, strategic developments, significant contracts, acquisitions and other
material events by us or our competitors;

« changesinfinancia estimates or publication of research reports and recommendations by financial analysts or
actions taken by rating agencies with respect to us or other companiesin our industry;

»  the operating and securities price performance of other companies that investors believe are comparable to us;

«  changesin general market conditions, such asinterest or foreign exchange rates, stock or commaodity valuations, or
volatility; and

e actionsby our current shareholders, including sales of our common shares by existing shareholders and/or directors
and executive officers.

Stock marketsin general have experienced significant volatility over the past two years, and continue to experience
significant price and volume volatility. As aresult, the market price of our common shares may continue to be subject to
similar market fluctuations that may be unrelated to our
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operating performance or prospects. Increased volatility could result in adecline in the market price of our common shares.

Present and future offerings of debt or equity securities, ranking senior to our common shares, may adversely affect the
market price of our common shares

If we decide to issue debt or equity securities ranking senior to our common sharesin the futureit islikely that they will
be governed by an indenture or other instrument containing covenants restricting our operating flexibility. Additionally, any
convertible or exchangeable securities that we issue in the future may have rights, preferences and privileges more favorable
than those of holders of our common shares and may result in dilution to holders of our common shares. We and, indirectly,
our shareholders, will bear the cost of issuing and servicing such securities. Because our decision to issue debt or equity
securities in any future offering will depend on market conditions and other factors beyond our control, we cannot predict or
estimate the amount, timing or nature of our future offerings. Thus, holders of our common shares will bear the risk of our
future offerings reducing the market price of our common shares and diluting the value of their share holdingsin us.

The number of sharesavailable for future sale could adversely affect the market price of our common shares.

We cannot predict whether future issuances of our common shares or the availability of sharesfor resale in the open
market will decrease the market price per common share. We may issue additional common shares, including securities that
are convertible into or exchangeable for, or that represent the right to receive common shares. Sales of a substantial nhumber
of common sharesin the public market or the perception that such sales might occur could materially adversely affect the
market price of our common shares. Because our decision to issue securitiesin any future offering will depend on market
conditions and other factors beyond our control, we cannot predict or estimate the amount, timing or nature of our future
offerings. Thus, our shareholders bear the risk of our future offerings reducing the market price of our common shares and
diluting their share holdingsin us.

The exercise of the underwriters' option to purchase additional Debentures, the exercise of any options granted to
directors, executive officers and other employees under our stock compensation plans, and other issuances of our common
shares could have an adverse effect on the market price of our common shares, and the existence of options may materially
adversely affect the terms upon which we may be able to obtain additional capital through the sale of equity securities. In
addition, future sales of our common shares may be dilutive to existing sharehol ders.

The redemption of Debenturesfor or repayment of principal by issuing common shares may cause common shareholders
dilution

We may determine to redeem outstanding Debentures for common shares or to repay outstanding principal amounts
thereunder at maturity of the Debentures by issuing additional common shares. The issuance of additional common shares
may have a dilutive effect on shareholders and an adverse impact on the price of our common shares.

Provisions of our articles of continuance could discourage potential acquisition proposals and could deter or prevent a
changein control.

We are governed by the Business Corporations Act (British Columbia). Our articles of continuance contain provisions
that could have the effect of delaying, deferring or discouraging ancther party from acquiring control of our company by
means of atender offer, a proxy contest or otherwise. These provisions may make it more difficult for other persons, without
the approval of our board of directors, to make atender offer or otherwise acquire a substantial number of our common shares
or to launch other takeover attempts that a shareholder might consider to be in his or her best interest. These provisions could
limit the price that some investors might be willing to pay in the future for our common shares.
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CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this prospectus and in any related prospectus that are not historical facts may constitute
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the " Securities
Act"), and Section 21E of the Securities Exchange Act of 1934, as amended, and are intended to be covered by the safe
harbor provisions of the Private Securities Litigation Reform Act of 1995. Forward-looking statements involve risks and
uncertainties. These statements, which are based on certain assumptions and describe our future plans, projections, strategies
and expectations, can generally be identified by the use of the words "outlook,” "aobjective,” "may," "will," "should," "could,"
"would," "plan,” "potential," "estimate," "project,” "continue," "believe,” "intend," "anticipate,” "expect,” "target" or the
negatives of these words and phrases or similar expressions that are predictions of or indicate future events or trends and
which do not relate solely to present or historical matters. These forward-looking statements include, but are not limited to,
statements relating to:

e our objectives, business, asset management and acquisition strategies,

e success of acquisitions, future operations, market position and financial position;

*  expected opportunities for accretive acquisitions;

« theamount of distributions expected to be received from the projects for the full year 2010;

*  estimated net cash tax refund in 2010;

»  our forecast of expected after-tax cash flows from Idaho Wind for each full year of operations;

» our forecast of expected annual cash distributions from the Lake and Auburndale projects through 2012;
»  the expected resumption of distributions from our Chambers, Selkirk and Delta projectsin 2011; and

« theexpected use of proceeds from this offering and the concurrent offering of common shares.

Such forward-looking statements reflect our current expectations regarding future events and operating performance and
speak only as of the date of this prospectus. 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 performin
accordance with our expectations. 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. 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 discussed
under "Risk Factors" in this prospectus. Our business is both competitive and subject to various risks.

These risks include, without limitation:

e areduction in revenue upon expiration or termination of power purchase agreements;

»  the dependence of our projects on their electricity, thermal energy and transmission services customers;
«  exposure of certain of our projects to fluctuations in the price of electricity or natural gas;

e projects not operating to plan;

« theimpact of significant environmenta and other regulations on our projects;

e increased competition, including for acquisitions;
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e our limited control over the operation of certain minority-owned projects; and

e changesin assumptions used in making such forward-looking statements.

Other factors, such as general economic conditions, including exchange rate fluctuations, also may have an effect on the
results of our operations. Many of these risks and uncertainties can affect our actual results and could cause our actual results
to differ materialy from those expressed or implied in any forward-looking statement made by us or on our behalf.

Material factors or assumptions that were applied in drawing a conclusion or making an estimate set out in the
forward-looking information include third party projections of regional fuel and electric capacity and energy prices or cash
flows that are based on assumptions about future economic conditions and courses of action. Although the forward-looking
statements contained in this prospectus 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.
Therefore, investors are urged not to place undue reliance on our forward-looking statements. Certain statementsincluded in
this prospectus may be considered "financia outlook™ for the purposes of applicable securities laws, and such financial
outlook may not be appropriate for purposes other than this prospectus.

These forward-looking statements are made as of the date of this prospectus and, except as expressly required by
applicable law, we assume no obligation to update or revise them to reflect new events or circumstances.
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EXCHANGE RATE INFORMATION

The following table sets forth, for each period indicated, the high and low exchange rates for one U.S. dollar, expressed
in Canadian dollars, the average of such exchange rates on the last day of each month during such period and the exchange
rate at the end of such period, based on the noon buying rate as quoted by the Bank of Canada. On August 12, 2010, the noon

buying rate was US$1.00 = Cdn$1.0434.

High

Low
Average
Period End

Source: Bank of Canada

Six Months Ended 12 Months Ended
June 30 December 31
2010 2009 2009 2008
Cdn$1.0778 Cdn$1.3000 Cdn$1.3000 Cdn$1.2969
Cdn$0.9961 Cdn$1.0827 Cdn$1.0292 Cdn$0.9719
Cdn$1.0338 Cdn$1.2062 Cdn$1.1420 Cdn$1.0660
Cdn$1.0606 Cdn$1.1625 Cdn$1.0466 Cdn$1.2112
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USE OF PROCEEDS

We expect to receive net proceeds from this offering of approximately Cdn$ million after deducting the
underwriting discounts and our estimated expenses of this offering (or approximately Cdn$ million if the underwriters
exercise their option to purchase additional Debenturesin full). We intend to use the net proceeds from this offering and the
concurrent offering of common shares as follows:

(i) approximately $20 million to repay indebtedness incurred under our credit facility in June 2010 to partially fund
our previously-announced acquisition of a 27.6% equity interest in Idaho Wind Partners 1, LLC; and

(i) upto $75 million to fund alikely investment in the Piedmont Green Power biomass project in Barnesville, Georgia
for substantially all of the equity interest in the project, which is currently in advanced discussions that we expect to
lead to a commitment.

Any remaining net proceeds will be used to fund additional growth opportunities and for general corporate purposes.

This offering is not conditioned upon the successful completion of the concurrent offering of common shares and the
concurrent offering of common shares is not conditioned upon the successful completion of this offering. We expect to
receive net proceeds from the concurrent offering of common shares of approximately $ million after deducting the
underwriting discounts and our estimated expenses of the concurrent offering (or approximately $ million if the
underwriters exercise their option to purchase additional common sharesin full).

Asof August 12, 2010, borrowings under our revolving credit facility were $20 million and were used to fund
acquisitions. The revolving credit facility has a maturity date of August 12, 2012. Borrowings under the credit facility accrue
interest at the London Interbank Offered Rate ("LIBOR") plus an applicable margin between 1.50% and 3.25% that varies
based on the credit statistics of one of our subsidiaries. The margin is currently 1.50%.
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RATIO OF EARNINGSTO FIXED CHARGES

The following table sets forth our ratios of earnings to fixed charges for the periods indicated cal culated on the basis of
the U.S. GAAP financia statementsincluded in this prospectus. For this purpose, "earnings’ consists of earnings from
continuing operations, excluding income taxes, noncontrolling interests share in earnings and fixed charges, other than
capitalized interest, and "fixed charges" consists of project-level interest expense and corporate level interest expense.

Six Months
Year Ended December 31, Ended June 30,
2009 2008 2007 2006 2005 2010 2009
Ratio of Earningsto Fixed Charges (1)) 157x (1) (1) 1.07x 1.26x (1)

(1) For purposes of computing thisratio of earnings to fixed charges, fixed charges consist of project-level interest
expense and corporate level interest expense. Earnings consist of earnings (loss) before taxes, 1oss attributable to
noncontrolling interest plus fixed charges. Earnings were insufficient to cover fixed charges by $54.2 million,
$13.5 million, and $1.8 million for the years ended December 31, 2009, 2007 and 2006, respectively. Earnings were
insufficient to cover fixed charges by $9.1 million for the six months ended June 30, 2009.
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DIVIDEND POLICY

On November 24, 2009, our shareholders approved our conversion to acommon share structure. Subsequent to the
conversion, we have continued to maintain our business strategy and our current distribution levels. Each IPS has been
exchanged for one new common share. Our entire current monthly cash distribution of Cdn$0.0912 per common share is
being paid as a dividend on the new common shares on the last business day of each month for holders of record on the last
business day of theimmediately preceding month. We expect to continue paying cash dividends in the future in amounts that
are comparable to the distributions paid in 2009. Future dividends are paid at the discretion of our board of directors subject
to our earnings and cash flow and are not guaranteed. The primary risk that impacts our ability to continue paying cash
dividends at the current rate is the operating performance of our projects and their ability to distribute cash to us after
satisfying project-level obligations.
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MARKET PRICE OF AND DIVIDENDS ON THE COMMON SHARES AND
RELATED SHAREHOLDER MATTERS

The IPSs were listed and posted for trading on the TSX under the symbol ATP.UN from our initial public offering in
November 2004 through November 30, 2009. Following the closing of the exchange of IPSs for common shares, our new
common shares commenced trading on the TSX on December 2, 2009 under the symbol ATP. The following table sets forth
the price ranges of the outstanding 1PSs and common shares, as applicable, as reported by the TSX for the periods indicated.
The table also reflects the dividends declared for the same periods.

High Low

Period (Cdn$) (Cdn$)

Quarter ended September 30, 2010 (through August 12, 2010) 13.40 1211
Quarter ended June 30, 2010 12.90 11.20
Quarter ended March 31, 2010 13.85 11.50
Quarter ended December 31, 2009 11.90 9.08
Quarter ended September 30, 2009 9.49 8.55
Quarter ended June 30, 2009 9.45 7.71
Quarter ended March 31, 2009 9.28 6.34
Quarter ended December 31, 2008 8.53 490
Quarter ended September 30, 2008 9.30 6.28
Quarter ended June 30, 2008 10.38 7.37
Quarter ended March 31, 2008 11.00 9.67
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Dividends

Period Declar ed*

For the month ended July 31, 2010 0.091
For the month ended June 30, 2010 0.091
For the month ended May 31, 2010 0.091
For the month ended April 30, 2010 0.091
For the month ended March 31, 2010 0.091
For the month ended February 28, 2010 0.091
For the month ended January 31, 2010 0.091
For the month ended December 31, 2009 0.091
For the month ended November 30, 2009 0.091
For the month ended October 31, 2009 0.091
For the month ended September 30, 2009 0.091
For the month ended August 31, 2009 0.091
For the month ended July 31, 2009 0.091
For the month ended June 30, 2009 0.091
For the month ended May 31, 2009 0.091
For the month ended April 30, 2009 0.091
For the month ended March 31, 2009 0.091
For the month ended February 28, 2009 0.091
For the month ended January 31, 2009 0.091
For the month ended December 31, 2008 0.091
For the month ended November 30, 2008 0.088
For the month ended October 31, 2008 0.088
For the month ended September 30, 2008 0.088
For the month ended August 31, 2008 0.088
For the month ended July 31, 2008 0.088
For the month ended June 30, 2008 0.088
For the month ended May 31, 2008 0.088
For the month ended April 30, 2008 0.088
For the month ended March 31, 2008 0.088
For the month ended February 29, 2008 0.088
For the month ended January 31, 2008 0.088

*  Dividends include amounts distributed to holders of our I|PSsin respect of both interest on the subordinated notes
and dividends on the common shares.

Our shares began trading on the NY SE under the symbol "AT" on July 23, 2010. The following table sets forth the price
ranges of our outstanding common shares, as reported by the NY SE from the date on which our common shares were listed
through August 12, 2010. The table al so reflects the dividends declared for the month ended July 31, 2010.

High Low Dividends
Period (US$) (US$) Declared
July 23, 2010 through August 12, 2010 $ 1348 $ 1230 0.089

On August 12, 2010, the closing price for our common shares on the TSX was Cdn$13.25, and the closing price for our
common shares on the NY SE was $12.69. See "Exchange Rate Information” on page 28 for information regarding the
exchange rate between Canadian dollars and U.S. dollars. There were approximately 36,600 shareholders of record of our
common shares as of August 12, 2010.
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CAPITALIZATION

The following table shows our capitalization as of June 30, 2010 on a historical basis and on an as adjusted basisto give
effect to:

+ thesdeof $ of our % Series B convertible unsecured subordinated debentures due , éfter deducting
underwriting discounts and estimated transaction expenses payable by us; and

»  the concurrent offering and sale of our common shares, at an assumed offering price of $12.69 per share, the last

reported sale price of our common shares on the New Y ork Stock Exchange on August 12, 2010, after deducting
underwriting discounts and estimated transaction expenses payable by us.

Y ou should read the information set forth in the table below together with our unaudited consolidated interim financial
statements and the related notes for the six months ended June 30, 2010, included elsewhere in this prospectus.

As of June 30, 2010

Historical AsAdjusted
(unaudited)
(in thousands)

Cash and Cash Equivalents: $ 63,314
Debt:
Revolving Credit Facility(1) 20,000
Convertible debentures due 2014 56,360
Convertible debentures due 2017 81,016
Convertible debentures due 20 —
Current portion of long-term debt 18,330
Project-level debt 214,527

Total Debt: 390,233
Shareholder's Equity:
Common shares, no par value per share, unlimited authorized shares, 60,510

sharesissued and outstanding, actual; sharesissued and outstanding

on apro forma basis(2) 544,647
Accumulated other comprehensive loss (194)
Retained deficit (163,299)
Noncontrolling interest 3,481

Total shareholder's equity 384,635
Total capitalization $ 838,182

(1) Asof August 12, 2010, the balance on our revolving credit facility was $20 million. On July 2, 2010, we acquired a
27.6% equity interest in Idaho Wind Partners 1, LL C for approximately $40 million, which purchase price we
financed in part by borrowing under our revolving credit facility.

(2) Excludes (i) 11,473,000 shares issuable upon conversion, redemption, purchase for cancellation or maturity of our
outstanding convertible debentures, (ii) shares issuable upon exercise of the underwriters' option to purchase
additional sharesin the concurrent offering of common shares, and (iii) 582,000 shares reserved for issuance in
connection with our Long Term Incentive Plan.




SELECTED HISTORICAL FINANCIAL INFORMATION

The following table presents selected consolidated financial information, which should be read in conjunction with our
consolidated financial statements beginning on page F-1 and the related notes thereto, and "Management's Discussion and
Analysis of Financial Condition and Results of Operations" beginning on page 36. The annual historical information for each
of the yearsin the three-year period ended December 31, 2009 has been derived from our audited consolidated financial
statements included elsewhere in this prospectus. The historical information for the six-month periods ended June 30, 2009
and 2010 have been derived from our unaudited consolidated financial statements included elsewhere in this prospectus.

(inthousands of U.S. dollars, except as otherwise stated)

Project revenue

Project income

Net (loss) income attributable to Atlantic Power
Corporation

Basic eamings per share, US$

Basic eamings per share, Cdn$

Diluted earnings per share, US$

Diluted earnings per share, Can$

Distribution declared per IPS

Dividend declared per common share

Totd assets

Totd long-term liabilities

(8 Unaudited

Six months ended
Year Ended December 31, June30,

2009 2008 2007 2006(2) 2005(3) 2010(2) 2009(2)
$ 19517 § 173812 § 113257 § 69374 § 57711 § BB 0§ 90304

48415 41,006 70,118 57,247 48,256 19,405 25,9%

(38486) 48,101 (30,5%) (2408) (509) (4,618) (6,486)
$  (083) $ 078 $ (050 $ (005 $  (001) $  (008) $  (011)
$  (072)$ 08 $ (0% $ (006) $ (002) $ (008 $  (013)
$  (083) $ 073 $ (050 $ (005 $  (001) $  (008) $  (011)
$ (07 $ 08 $ (053) S  (006) $ (002 $ (008 $  (013)
$ 051 $ 060 $ 059 $ 057 $ 053 $ - § 0.29
$ 046 $ 040 $ 040 $ 037 $ 031 $ 052 $ 0.19
$ 869576 $§ 9079% $§ 8071 § 95121 § 636138 $ 86255 $ 873923
$ 402212 § 65449 § 715923 § 613423 § 475533 § 407413 § 675159
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MANAGEMENT'S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following management's discussion and analysis of financial condition and results of operations should be read in
conjunction with our consolidated financial statements and notes thereto. All dollar amounts discussed below arein U.S
dollars, unless otherwise stated. The financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America ("GAAP").

Thisreport contains, in addition to historical information, forward-looking statements that involve risks and
uncertainties. These forward-looking statements reflect our current views about future events and financial performance.
Forward-looking statements are subject to a variety of factors that could cause actual results to differ materially from our
expectations. Factors that could cause, or contribute to such differences include, without limitation, the factors described
under "Risk Factors." In view of these uncertainties, investors are cautioned not to place undue reliance on these
forward-looking statements. We assume no obligation, unless required by law, to update or revise publicly any
forward-looking statements, whether as a result of new information, future events or otherwise.

Overview

Atlantic Power Corporation is an independent power producer, with power projects located in major markets in the
United States. Our current portfolio consists of interestsin 12 operational power generation projects across eight states, one
wind project under construction in 1daho, a 500 kilovolt 84-mile electric transmission line located in California, and six
development projectsin five states. Our power generation projects in operation have an aggregate gross electric generation
capacity of approximately 1,823 megawatts (or "MW"), in which our ownership interest is approximately 808 MW.

We sell the capacity and power from our power generation projects under power purchase agreements (or "PPAS") with
avariety of utilities and other parties. Under the PPAs, which have expiration dates ranging from 2010 to 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 under steam sales
agreements to industrial purchasers. The transmission system rights (or "TSRSs") we own in our power transmission project
entitle us to payments indirectly from the utilities that make use of the transmission line.

Our power generation projects generally operate pursuant to long-term fuel supply agreements, typically accompanied
by fuel transportation arrangements. In most cases, the fuel supply and transportation arrangements correspond to the term of
the relevant PPAs, and most of the PPAs and steam sales agreements provide for the pass-through or indexing of fuel coststo
our customers.

We partner with recognized leaders in the independent power business to operate and maintain our projects, including
Caithness, Cogentrix and Western. Under these operation, maintenance and management agreements, the operator istypically
responsible for operations, maintenance and repair services.

Current Trendsin Our Business
Recession-related impacts

The recession caused significant decreases in both peak el ectricity demand and consumption that varied by region,
although as always, upcoming summer peak demand will also be greatly influenced by weather. This has the effect of
delaying projected increases in capacity requirementsin varying degrees by region. Historically, electricity demand has made
astrong recovery to pre-recession levels along with the economic recovery and the postponement of generation capacity

additions are reduced to some extent as well, depending on the pace of the recovery. The reduced electricity peak demand and
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consumption during a recession tends to impact base load (plants that typically operate at all times) and peaking plants (those
that only operate in periods of very high demand) more than mid-merit plants (those that operate to meet the historical pattern
of demand during the "peak” portion of most days, but not at night or in other lower demand periods such as weekends).
During recessionary periods, base load plants are called on for lower levels of off-peak generation and peaking plants may be
called on less frequently as a function of their efficiency and the overall peak demand level. The actual financial impacts on
particular plants depend on whether contractual provisions, such as minimum load levels and/or significant capacity
payments, partially mitigate the impact of reduced demand. One other recession-related industry impact was an easing of
commodity costs, whose previous escalation had greatly increased new plant construction costs. The incipient economic
recovery has moved prices higher again for copper, steel and other inputs, with labor costs a function of regional power plant
and general construction activity levels, which in some locations includes increased renewable project construction.

Increased renewable power projects

The combination of federal stimulus provisions, state Renewable Portfolio Standards and state or regional
CO,/greenhouse gases reduction programs has provided powerful incentives to build new renewable power capacity. One
simple impact of thistrend is the offsetting reduction in new fossil-fired generation, with the following exception. Because
significant renewable capacity is being built as intermittent resources (e.g., wind and solar) there will be an increased need by
system operators to have more "firming resources." These are units that can be started quickly or idled at low levelsin order
to be available to compensate for sudden decreases in output from the solar or wind projects. These firming resources are
generaly natural gas-fired generators or in more limited locations, pumped storage or reservoir-based hydro resources. The
second significant impact of increased renewable projectsis the increased need for new transmission lines to move power
from renewable resources in typically more remote locations to the more highly-populated electricity load centers. This
transmission requirement will require significant capital and tends to encounter along and risky development and siting
cycle.

Increased shale gas resources

The substantial additions of economically viable shale gas reserves and increasing production levels have put strong
downward pressure on natural gas pricesin both the spot and forward markets. One impact of the reduced pricesis that
gas-fired generators have displaced some generation from base load coa plants, particularly in the southeast U.S. Lower
natural gas prices also have compressed, and in some cases turned negative, the "spark spread,” which is the industry term for
the profit margin between fuel and power prices. Reduced spark spreads directly impact the profitability of plants selling
power into the spot market with no contract, which are referred to as merchant plants.

The lower power prices have a stifling impact on development of new renewabl e projects whose owners are attempting
to negotiate power purchase agreements at favorable levels to support the financing and construction of the projects. The
sense of reduced future volatility of gas prices due to increased supply has reinforced a growing expectation of natural gas
role asa"bridging fuel," helping from a carbon policy perspective to bridge the desired U.S. transition to both cleaner fuels
and more commercially viable carbon removal and sequestration technologies.

Credit markets
Weak credit markets over the past two years reduced the number of lenders providing power project financing, aswell as
the size and length of loans resulting in higher costs for such financing. This reduces the number of new power projects that

can be feasibly financed and built. Credit market conditions for project-lending have generally improved in late 2009 and in
2010, but are till much
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weaker than pre-recession levels. However, base lending rates such as L IBOR have stayed quite low by historical standards,
somewhat compensating for the increased interest rate spreads demanded by project lenders. Corporate level credit markets
have experienced similar adverse impacts, which have impeded the ability of development companies to obtain financing for
New power projects.

Factors That May Influence Our Results

Our primary objective isto generate consistent levels of cash flow to support dividends to our shareholders who we
believe are primarily focused on income and secondarily on capital appreciation. Because we believe that our shareholders
are focused on cash flow measures of our results, we provide supplementary non-GAAP information in this MD&A and
discuss our results in terms of these non-GAAP measures, in addition to analysis of our results on a GAAP basis. See
"Supplementary Non-GAAP Financial Information” on page 48 of this prospectus for additional details.

The primary components of our financial results are (i) the operating performance of our projects, (ii) non-cash gains
and losses associated with derivative instruments and (iii) interest expense and foreign exchange impacts on corporate-level
debt. We have recorded net lossesin four of the past five years, primarily as aresult of non-cash |osses associated with
items (ii) and (iii) above, which are described in more detail in the following paragraphs.

Operating performance of our projects

The operating performance of our projects supports cash distributions that are made to us after all operating and capital
expenditures and debt service requirements are satisfied at the project-level. Our projects are able to pay distributions to us
because they generally receive revenues from long-term contracts that provide relatively stable cash flows. Risks to the
stahility of these distributions include the following:

e While approximately 60% of our power generation revenue in 2009 was related to contractual capacity payments,
commodity prices do influence our revenues and cost of fuel. Our PPAs are generally structured to minimize our
risk to fluctuationsin commodity prices by passing the cost of fuel through to our utility customers, but some of our
projects do have exposure to market power and fuel prices. For example, a portion of the natural gas required for
our Auburndale and Lake projectsis purchased at spot market prices. We have executed a hedging strategy to
substantially mitigate this risk. See "Outlook™ below for additional details about our hedging program at
Auburndale and Lake. Our most significant exposure to market power prices exists at the Selkirk and Chambers
projects. At Selkirk, approximately 23% of the capacity of the facility is not contracted and is sold at market power
prices or not sold at al if market prices do not support profitable operation of that portion of the facility. At
Chambers, our utility customer has the right to sell a portion of the plant's output to the spot power market if itis
economical to do so, and the Chambers project shares in the profits from those sales.

e When revenue or fuel contracts at our projects expire, we may not be able to sell power or procure fuel under new
arrangements that provide the same level or stability of project cash flows. In particular, the power agreements at
our Lake and Auburndale projects expire in 2013. We expect these projects to continue operating and making
distributions to us after their existing power contracts expire, but with new agreements providing significantly
lower levels than the distributions we are currently receiving. The level of these distributionsis subject to market
conditions at such time as we execute new power agreements for these projects and cannot be estimated at this time.
Both of these projects will be free of debt at the time their PPAs expirein 2013, which provides us with some
flexibility to pursue the most economic type of contract without restrictions that are sometimes imposed by
project-level debt.
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e Some of our projects have non-recourse project-level debt that must be serviced before any distributions can be
made to us. The project-level debt agreements typically contain cash flow coverage ratio tests that can prevent
distributions to us if project cash flows do not exceed project-level debt service requirements by a specified amount.
We are currently not receiving distributions from the Chambers, Selkirk and Delta-Person projects because of such
restrictions. We expect to resume receiving distributions from all three of these projectsin 2011. Seethe
"Project-level debt" section of "Liquidity and Capital Resources' on page 59 for additional details.

Non-cash gains and |osses on derivatives instruments

In the ordinary course of our business, we execute natural gas swap contracts to manage our exposure to fluctuationsin
commodity prices, forward foreign currency contracts to manage our exposure to fluctuations in foreign exchange rates and
interest rate swaps to manage our exposure to changes in interest rates on variable rate project-level debt. Most of these
contracts are recorded at fair value with changesin fair value recorded in earnings, resulting in significant volatility in our
income that does not significantly affect current period cash flows or the underlying risk management purpose of the
derivative instruments. See "Quantitative and Qualitative Disclosures About Market Risk" on page 66 for additional details
about our derivative instruments.

Interest expense and other costs associated with debt

Interest expense relates to both non-recourse project-level debt and corporate-level debt. In addition, in connection with
our common share conversion transaction, we recorded $16.2 million of charges to interest expense associated with the costs
of the conversion and the write-off of unamortized debt issuance costs associated with the subordinated notes that were
retired. The conversion transaction resulted in Cdn$348 million of subordinated notes bearing interest at 11% being converted
to equity and, as aresult, we expect a significant decrease in our interest expense beginning in 2010.

Our convertible debentures are denominated in Canadian dollars and, prior to our common share conversion transaction,
the outstanding subordinated notes were also denominated in Canadian dollars. These debt instruments are revalued at each
balance sheet date based on the U.S. dollar to Canadian dollar foreign exchange rate at the balance sheet date, with changesin
the value of the debt recorded in the consolidated statement of operations. The U.S. dollar to Canadian dollar foreign
exchange rate has been volatile in recent years, which in turn creates volatility in our results due to the revaluation of our
Canadian dollar-denominated debt.

Outlook

The discussion below expresses management's outlook and expectations with respect to the future performance of our
projects and businesses. Please see "Cautionary Statements Regarding Forward-L ooking Statements.”

Based on year-to-date results and our projections for the remainder of the year, we expect to receive distributions from
our projectsin the range of $75 million to $80 million for the full year 2010, an increase from our previous guidance of
$70 million to $77 million. This amount represents a decrease of approximately $20 million to $25 million compared to
distributions received from the projects in 2009. Changes in project distributions have historically been included in our
long-term cash flow projections when we periodically confirm our ability to continue paying dividends to shareholders at
current levels. Additional details about these changes are included below.

At the corporate level, we expect a net cash tax refund in 2010 in the range of $7 million to $9 million, compared to
insignificant net cash taxesin 2009. Included in 2010 corporate-level costs will
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be the $5 million payment under the terms of the management agreement termination, compared to a $6 million payment in
2009.

Looking ahead to 2011, we expect overall levels of cash flow to be improved over projected 2010 levels. Higher
distributions from existing projects, initial distributions from our recent investment in Idaho Wind and a slightly lower
payment under the management agreement termination are expected to be partially offset by the non-recurrence of the cash
tax refunds that are anticipated in 2010. In 2012, still higher distributions from projects are expected to further increase
operating cash flow compared to 2011. The most significant factor in the expected higher operating cash flow in 2012 is
increased distributions from Selkirk following the final payment of its non-recourse project-level debt in 2012.

The following one-time items and contract expirations comprise the most significant of the decreases in projected 2010
project distributions compared to 2009.

e Final insurance proceeds received in 2009 at Orlando due to the unplanned outage in early 2008.
e Increasein debt principal paymentsin 2010 for Auburndale project-level debt.

e Resolution in 2009 of the landowner litigation over right-of-way issues at Path 15, which resulted in $6 million
being released from the construction reserve account.

e Fina payment related to Pasco's prior PPA that expired at end of 2008 was received in early 2009.

In 2009, the following five projects comprised approximately 86% of project distributions received: Auburndale, Lake,
Orlando, Path 15 and Pasco. For 2010, we expect these same five projects to contribute approximately 90% of total project
distributions.

In addition to the items above, the following is a summary of other projections for project distributionsin 2010 and
beyond:

Lake

The Lake project is exposed to changes in natural gas prices from the expiration of its natural gas supply contract on
June 30, 2009 through the expiration of its PPA in July 2013. We have executed a hedging strategy to mitigate this exposure
by periodically entering into financial swaps that effectively fix the forward price of natural gas required at the project. We
have taken advantage of the low market price of natural gas to make significant progressin our natural gas hedging strategy.
These hedges are summarized below under "Quantitative and Qualitative Disclosures About Market Risk." Weintend to
continue, when appropriate, to evaluate opportunities to further mitigate natural gas price exposure at Lake in the 2010 to
2013 period, but do not intend to execute additional hedges at Lake for 2010 or 2012 because our natural gas exposure for
those yearsis already substantially hedged.

The variable energy revenuesin the Lake project's PPA are indexed to the price of coa consumed by a specific utility
plant in Florida, PEF's Crystal River facility. The components of this coal price are proprietary to the utility, but we believe
that the utility purchases coal for that plant under a combination of short to medium term contracts and spot market
transactions.

Coal prices used in the electricity revenue component of the projected distributions from the Lake project incorporate a
forecast of the applicable Crystal River facility coal cost provided by the utility based on their internal projections. The
projected annual cash distributions change by approximately $1.0 million for every $0.25/Mmbtu change in the projected
price of coal.

We expect to receive distributions from the Lake project of approximately $27 million to $29 million in 2010. In 2011
and 2012, distributions from L ake are expected to be $30 million to $34 million per year. The increasesin 2011 and 2012 are
primarily due to higher expected contractual capacity and energy revenue and lower natural gas prices than in 2010.
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Auburndale

Based on the current forecast, we expect distributions from Auburndale of $25 million to $27 million per year from 2010
through 2013, when the project's current PPA expires. Distributions received from Auburndale in the 2010 through 2013
period will be impacted by projected coal and gas prices in the forecast period.

The projected revenue from the Auburndale PPA contains a component related to coal costs at the utility off-taker's
Crystal River facility as described above for the Lake project. Because that mechanism does not pass through changes in the
project's fuel costs, Auburndal€'s operating margin is exposed to changesin natural gas prices for approximately 20% of its
natural gas requirements through the expiration of the gas contract. The remaining 80% of the project's fuel requirements are
supplied under an agreement with fixed prices through its expiration in mid-2012. We have been executing a strategy to
mitigate the future exposure to changes in natural gas prices at Auburndale by periodically entering into financial swaps that
effectively fix the forward price of natural gas required at the project. See "Quantitative and Qualitative Disclosures About
Market Risk" for additional details about hedge contracts executed as of August 9, 2010. The 2010 and 2011 natural gas price
exposure at Auburndale has been substantially hedged. We intend to continue, when appropriate, to evaluate opportunities to
further mitigate natural gas price exposure at Auburndale in the 2012 to 2013 period.

Chambers

As expected, we have reported a significant decrease in cash flow at the Chambers project in 2009 due to a planned
major maintenance outage, changes in market power prices and expected sales volumes and the expense associated with
regional carbon allowance purchases.

As previously reported, the reduced cash flows resulted in the project not meeting cash flow coverage ratio testsin its
non-recourse debt, so we received no distributions from Chambersin 2009 and do not expect to receive distributions from
Chambersin 2010. Based on our current projections, we expect to resume receiving distributions from the project in 2011
based on meeting the required debt service coverage ratios.

Results of Operations

The following table and discussion is a summary of our consolidated results of operations for the three years ended
December 31, 2009 and the six months ended June 30, 2010 and 2009. The results of operations by segment are discussed in
further detail following this consolidated overview discussion.

Year ended Six months ended
December 31, June 30,
(in thousands of U.S. dollars,
except as otherwise stated) 2009 2008 2007 2010 2009
(unaudited)

Project revenue
Auburndale $ 74875 % 10,003 $ —  $ 40,037 $ 37,989
Lake 62,285 61,610 53,210 34,083 31,104
Pasco 11,357 58,897 — 5,632 5,795
Path 15 31,000 31,528 34,524 15,373 15,416
Chambers — — — — —
Other Project Assets = 11,774 25,523 — —

179,517 173,812 113,257 95,125 90,304
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Year ended Six months ended

December 31, June 30,
(in thousands of U.S. dollars,
except as otherwise stated) 2009 2008 2007 2010 2009
(unaudited)
Project expenses
Auburndale 59,435 7,669 — 30,133 29,324
Lake 47,005 39,951 36,429 24,007 21,049
Pasco 11,044 48,098 — 4,707 —
Path 15 11,819 10,573 10,834 5,452 5,894
Chambers — — — — —
Other Project Assets (254) 41 3,571 173 (163)
129,049 106,332 50,834 64,472 60,523
Project other income (expense)
Auburndale (4,950) (225) — (5,695) (1,314)
Lake (5,060) 33 (8,563) (6,220) (56)
Pasco 25 (4,356) 6,159 — 67
Path 15 (11,682) (13,232) (12,016) (6,242) (5,215)
Chambers 6,599 16,250 16,601 5,103 422
Other Project Assets 13,015 (24,944) 5,514 1,806 2,310
(2,053) (26,474) 7,695 (11,248) (3,786)
Total project income (l0ss)
Auburndale 10,490 2,109 — 4,209 7,351
Lake 10,220 21,692 8,218 3,856 9,999
Pasco 338 6,443 6,159 925 1,443
Path 15 7,499 7,723 11,674 3,679 4,307
Chambers 6,599 16,250 16,601 5,103 422
Other Project Assets 13,269 (13,211) 27,466 1,633 2,473
48,415 41,006 70,118 19,405 25,995
Administrative and other
expenses (income)
Management fees and
administration 26,028 10,012 8,185 7,943 5,484
Interest, net 55,698 43,275 44,307 5,312 20,170
Foreign exchange loss (gain) 20,506 (47,247) 30,142 2,432) 9,506
Other expense, net 362 425 975 (26) (30)
Total administrative and other
expenses 102,594 6,465 83,609 15,661 35,130
(Loss) income from operations
before income taxes (54,179) 34,541 (13,491) 3,744 (9,135)
Income tax expense (benefit) (15,693) (13,560) 17,105 8,491 (2,649)
Net (loss) income (38,486) 48,101 (30,596) (4,747) (6,486)
Less: Net loss attributable to non
controlling Interest — — — (129) —
Net income (loss) attributable to
Atlantic Power Corporation
shareholders $ (38.486) $ 48101 $ (30,596) $ (4618) $  (6.486)

Consolidated Overview

We have six reportable segments: Auburndale, Chambers, Lake, Pasco, Path 15 and Other Project Assets. The results of
operations are discussed below by reportable segment.
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Project income is the primary GAAP measure of our operating results and is discussed in "Project Income" below. In
addition, an analysis of non-project expenses impacting our resultsis set out in "Administrative and Other Expenses
(Income)" below.

Significant non-cash items, which are subject to potentially significant fluctuations, include: (1) the changein fair value
of certain derivative financial instruments that are required by GAAP to be revalued at each balance sheet date (see
"Quantitative and Qualitative Disclosures About Market Risk" for additional information); (2) the non-cash impact of foreign
exchange fluctuations from period to period on the U.S. dollar equivalent of our Canadian dollar-denominated obligations and
(3); the related deferred income tax expense (benefit) associated with these non-cash items.

Cash available for distribution was $66.3 million, $91.0 million and $58.5 million for the years ended December 31,
2009, 2008 and 2007, respectively. Cash available for distribution was $25.3 million and $ 39.3 million for the six months
ended June 30, 2010 and 2009, respectively. See "Cash Available for Distribution" on page 58 for additional information.

Income (loss) from operations before income taxes for the years ended December 31, 2009, 2008 and 2007 was $(54.2)
million, $34.5 million and $(13.5) million, respectively. Income (loss) from operations before income taxes for the six months
ended June 30, 2010 and 2009 was $3.7 million and $(9.1) million, respectively. See "Project Income" below for additional
information.

Income tax benefit was $15.7 million for the year ended December 31, 2009 compared to an income tax benefit of
$13.6 million for the year ended December 31, 2008 and an income tax expense of $17.1 million for the year ended
December 31, 2007. Our 2009 effective tax rate was 29 percent compared to negative 39 percent in 2008 and negative
127 percent in 2007. Our effective tax rate for the year ended December 31, 2009 was positively impacted by the recognition
of afuture tax benefit for net operating loss carryforwards in Canada due to an anticipated increase in Canadian taxable
incomein future years. Our effective tax rate for the year ended December 31, 2008 resulted primarily from the decrease in
valuation allowance attributable to the increase in the deferred tax liability associated with unrealized foreign exchange gains
and the effect of other permanent differences. Our effective tax rate for the year ended December 31, 2007 was negatively
impacted by the increase in valuation allowance attributable to an increase in net operating loss carryforwards in Canada
partially offset by branch profits taxes on current year earnings, the impact of foreign earnings subject to tax at lower rates
and the effect of other permanent differences.

Six months ended June 30, 2010 compared with six months ended June 30, 2009
Project Income
Auburndale Segment

Project income (loss) for our Auburndale segment decreased $3.2 million to $4.2 million in the six-month period ended
June 30, 2010 from $7.4 million in the comparable 2009 period. The decrease in project income for the six months ended
June 30, 2010 is primarily attributable to the $4.8 million non-cash changein fair value of derivative instruments associated
with its natural gas swaps. These swaps were executed to financially hedge the project's exposure to the changes in market
prices of natural gas. See "Quantitative and Qualitative Disclosures About Market Risk" below for additional details about
our derivative instruments and other financial instruments. In addition, operations and maintenance costs were lower at
Auburndale in the 2010 period due to timing.

Lake Segment

Project income for our Lake segment decreased $6.1 million to $3.9 million in the six-month period ended June 30, 2010
from $10.0 million in the comparable 2009 period. The decrease is primarily attributable to the non-cash change in fair value
of derivative instruments associated with its
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natural gas swaps. These swaps were executed to financially hedge the project's exposure to the changes in market prices of
natural gas. See "Quantitative and Qualitative Disclosures About Market Risk" below for additional details about our
derivative instruments and other financial instruments.

Pasco Segment

Project income for our Pasco segment decreased $0.5 million to $0.9 million in the six-month period ended June 30,
2010 from $1.4 million in the comparable 2009 period. The decrease in project income at Pasco is attributable to the timing
of operation and maintenance costs during the first quarter of 2009.

Path 15 Segment

Project income for our Path 15 segment decreased $0.6 million to $3.7 million in the six-month period ended June 30,
2010 from $4.3 million in the comparable 2009 period. The decrease in project income at Path 15 is attributable to a
non-recurring gain in prior year related to the settlement of disputes with landowners over right-of-way issues.

Chambers Segment

Project income for our Chambers segment, which is recorded under the equity method of accounting, increased
$4.7 million to $5.1 million in the six-month period ended June 30, 2010 from $0.4 million in the comparable 2009 period.
Theincrease in project income at Chambers is primarily attributable to the non-recurrence of the planned major maintenance
outage during the second quarter of 2009.

Other Project Assets Segment

Project income for our Other Project Assets segment decreased $0.9 million, to $1.6 million for the six months ended
June 30, 2010 compared to a $2.5 million income in the comparable 2009 period. While the overall change in project income
for the segment was not significant, the largest components of the change are as follows:

«  theabsence of revenue at Rumford in 2010 as the contract that provided substantially all of the project's cash flow
expired in the fourth quarter 2009; and

»  combined losses in the 2009 period of $1.6 million at the Mid-Georgia and Stockton projects, which were sold in
the fourth quarter of 2009.

Administrative and Other Expenses (Income)

Management fees and administration increased $2.4 million to $7.9 million for the six months ended June 30, 2010 from
$5.5 million in the comparable period in 2009. The increase is primarily attributable to higher employee share-based
compensation plan expense in 2010. The expense associated with the plan varies, in part, with the market price of our
common shares, which increased significantly during the first half of 2010 compared to the first half of 2009, resulting in
higher expense in the 2010 period. In addition, we incurred expenses associated with our initial NY SE listing completed in
July 2010 as well asin increase in business development costs during 2010.

Interest expense at the corporate level in 2010 primarily relatesto our convertible debentures. Interest expense decreased
$14.9 million to $5.3 million in 2010 from $20.2 million in 2009. This decrease is primarily due to the extinguishment of the
subordinated notes that were outstanding during 2009. In November 2009 we completed our common share conversion,
which resulted in the extinguishment of Cdn$348 million principa value of 11% subordinated notes due 2016 that previously
formed a part of each IPS.




Foreign exchange loss (gain) primarily reflects the unrealized impact of changesin foreign exchange rates on the U.S.
dollar equivalent of our Canadian dollar-denominated obligations to holders of the convertible debentures and, through 2009,
our subordinated notes. In addition, unrealized and realized gains and losses on our forward contracts for the purchase of
Canadian dollars to satisfy these obligations and our dividends to shareholders are included in foreign exchange loss (gain).
Foreign exchange loss decreased $7.1 million to a $2.4 million loss in 2010 compared to a $9.5 million lossin 2009. The U.S.
dollar to Canadian dollar exchange rate increased by 1.3% during the six months ended June 30, 2010. During the six months
ended June 30, 2009, the rate decreased by 4.7%. See "Quantitative and Qualitative Disclosures About Market Risk" below
for additional details about our management of foreign currency risk and the components of the foreign exchange loss (gain)
recognized during the six months ended June 30, 2010 compared to the foreign exchange loss (gain) in the comparable period
of 2009.

Year ended December 31, 2009 vs. Year Ended December 31, 2008
Project Income
Auburndale Segment

Project income for our Auburndale segment increased $8.4 million to $10.5 million in 2009 from $2.1 million in 2008.
Theincrease in project income for the twelve months ended December 31, 2009 was attributable to the fact that 2009 was the
first full year of ownership of the project. The Auburndale project was acquired in November 2008.

Lake Segment

Project income for our Lake segment decreased $11.5 million, or 53%, to $10.2 million in 2009 from $21.7 million in
2008. The decrease was primarily attributable to higher fuel expense at Lake due to the expiration of its natural gas supply
agreement as of June 30, 2009. A new gas supply agreement at higher prices was effective for the second half of 2009. In
addition, non-cash losses associated with natural gas swaps were recorded in the change in fair value of derivative
instruments during 2009 of $5.1 million. These swaps were executed to financially hedge the project's exposure to the
changes in market prices of natural gas. See "Quantitative and Qualitative Disclosures About Market Risk" below for
additional details about our derivative instruments and other financial instruments.

Pasco Segment

Project income for our Pasco segment decreased $6.1 million, or 95%, to $0.3 million in 2009 from $6.4 million in 2008.
The decrease in project income at Pasco was attributable to lower revenues of $47.5 million from the project's new ten-year
tolling agreement effective January 1, 2009, which provides for lower rates than the power purchase agreement that expired
December 31, 2008, partially offset by lower fuel expense of $26.7 million, since the new agreement requires the utility to
provide the natural gas needed to generate electricity at the plant. In addition, depreciation expense decreased by $8.2 million
due to the full amortization of the intangible asset associated with the project's PPA that expired on December 31, 2008. The
Pasco project also recorded a $3.4 million charge in changein fair value of derivative instruments in 2008 associated with
natural gas swaps that terminated at the end of 2008.

Path 15 Segment
Project income at Path 15 for the year ended December 31, 2009 did not change significantly from 2008.
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Chambers Segment

Project income for our Chambers segment, which is recorded under the equity method of accounting, decreased
$9.7 million, or 59%, to $6.6 million in 2009 from $16.3 million in 2008 as aresult of $9.4 million lower gross margin due to
lower electricity sales volumes and prices throughout 2009 and a $4.6 million increase in operation and maintenance costs
from a planned major maintenance outage in the second quarter of 2009. In addition, non-cash gains of $2.6 million
associated with interest swaps were recorded in the change in fair value of derivative instruments during 2009 compared to
$4.3 million of losses in 2008.

Other Project Assets Segment

Project income (loss) for our Other Project Assets segment increased $26.5 million to $13.3 million in 2009 compared to
a$(13.2) million lossin 2008, primarily due to the following:

» thegain on the sale of Mid-Georgia of $15.8 million in 2009;
* animparment charge of $18.5 million at Stockton in 2008;

« theabsence of revenue at Onondagain 2009 as the contract that provided substantially all of the project's cash flow
expired in the second quarter 2008;

*  reduced expense at Selkirk in 2009 associated with the change in fair value of derivative instruments; and

e animparment of our equity investment in Rumford of $5.5 million in 2009.
Administrative and Other Expenses (Income)

Management fees and administration expenses includes the costs of operating as a public company, as well as the fees
and costs associated with our management by Atlantic Power Management, LLC (the "Manager"). Effective December 31,
2009, the Manager no longer provides management and administrative services for our company. The Manager isindirectly
owned by the ArcLight Funds and received compensation in the form of an annual base fee that was indexed to inflation and
an incentive fee that was equal to 25% of the cash distributions to shareholders in excess of Cdn$1.00 per year per IPS. We
also reimbursed the Manager for reasonabl e costs incurred to manage our company. Management fees and administration
increased $16 million, or 160%, to $26 million in 2009 from $10.0 million in 2008. The increaseis primarily attributable to a
$14.1 million charge associated with the termination of the management agreements at the end of 2009. In addition, employee
and director share-based compensation plan expense increased in 2009. The expense associated with these plans varies, in
part, with the market price of our common shares, which increased significantly during 2009 compared to a decrease during
the twelve months of 2008, resulting in higher expense in the 2009 period.

Interest expense primarily relatesto required interest costs associated with the subordinated notes and the debentures.
Interest expense increased $12.4 million, or 29%, to $55.7 million in 2009 from $43.3 million in 2008. Thisincreaseis
primarily due to the write off of unamortized subordinated note deferred finance costs of $7.5 million, the write off of the
unamortized subordinated note premium of $0.9 million and transaction costs of $4.7 million upon closing of our conversion
to acommon share structure. A charge of $3.1 million was also recorded when we redeemed the remaining subordinated
notes in December 2009. This charge was comprised of a premium paid on the redemption of $1.9 million and the write-off
of unamortized subordinated note deferred finance costs of $1.2 million. In addition, there were amounts outstanding on our
revolving credit facility for a portion of the year ended December 31, 2009 related to the temporary financing of the
acquisition of the Auburndale project in late 2008.
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Foreign exchange loss (gain) primarily reflects the unrealized impact of changesin foreign exchange rates on the U.S.
dollar equivalent of our Canadian dollar-denominated obligations to holders of subordinated notes and debentures. In
addition, unrealized and realized gains and losses on our forward contracts for the purchase of Canadian dollars to satisfy
these obligations are included in foreign exchange loss (gain). Foreign exchange loss (gain) increased $67.7 million to
$20.5 million loss in 2009 compared to a $(47.2 million) gain in 2008. The U.S. dollar to Canadian dollar exchange rate
decreased by 15.9% during the year ended December 31, 2009. During the year ended December 31, 2008, the rate increased
by 18.6%. See "Quantitative and Qualitative Disclosures About Market Risk" below for additional details about our
management of foreign currency risk and the components of the foreign exchange loss (gain) recognized during the year
ended December 31, 2009 compared to the foreign exchange loss (gain) in 2008.

Year Ended December 31, 2008 vs. December 31, 2007
Project Income
Auburndale Segment

The Auburndale project was acquired in November 2008 and had no results of operations for the year ended
December 31, 2007.

Lake Segment

Project income for our Lake segment increased $13.5 million, or 164%, to $21.7 million in 2008 from $8.2 million in
2007 primarily due to higher dispatch in 2008, a5% increase in capacity payments under the PPA and the non-recurrence of
costs associated with a planned outage for a gas turbine upgrade during the fourth quarter of 2007.

Pasco Segment

Project income for our Pasco segment increased $0.2 million to $6.4 million in 2008 from $6.2 million in 2007 dueto an
increase in ownership of the project from 50% in 2007 to 100% in 2008, offset by higher fuel costs related to gas swap
payments and an overhaul of the steam turbine during the fourth quarter of 2008.

Path 15 Segment

Project income for our Path 15 segment decreased $4 million, or 34%, to $7.7 million in 2008 from $11.7 million in
2007 as aresult of lower revenues associated with the 2008-2010 rate case and a provision for rate case refund.

Chambers Segment

Project income for our Chambers segment decreased $0.3 million, or 2%, to $16.3 million in 2008 from $16.6 million in
2007 primarily due to timing differences of coal prices between the PPA and project fuel agreement.

Other Project Assets Segment

Project income (loss) for our Other Project Assets segment decreased $40.7 million, or 148%, to a $(13.2) million lossin
2008 compared to $27.5 million income in 2007, primarily due to the following:

e animparment charge at Stockton in 2008 in the amount of $18.5 million;

« lower income at Selkirk attributable to a decrease in the fair value of its long-term gas supply agreement, which is
recorded as a derivative instrument;
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«  theabsence of revenue at Onondaga for the second half of 2008 as the contract that provided substantialy all of the
project's cash flow expired in June 2008.

Administrative and Other Expenses

Management fees and administration increased $1.8 million, or 22%, to $10.0 million in 2008 from $8.2 million in 2007.
Theincreaseis primarily attributable to costs associated with pursuing acquisitions that were not completed in 2008, as well
as personnel additions and expense recognized related to awards under our long-term incentive plan that were granted in
March 2008 and March 2007.

Interest expense decreased $1.0 million, or 2%, to $43.3 million in 2008 from $44.3 million in 2007. Interest expense
primarily relates to required interest payments to holders of the subordinated notes and the debentures. In addition, there were
amounts outstanding on the revolving credit facility during the first half of 2007 related to the temporary financing of the
acquisition of the Path 15 project, as well as amounts outstanding as of December 31, 2008 on the revolving credit facility
due to the acquisition of Auburndale.

Foreign exchange loss (gain) increased $77.3 million to a $(47.2 million) gain in 2008 compared to a$30.1 million loss
in 2007. Theincrease in foreign exchange loss (gain) is due primarily to an increase in the U.S. dollar to Canadian dollar
exchange rate of approximately 18.6% during the year ended December 31, 2008. The rate decreased by 17% during the year
ended December 31, 2007. See "Quantitative and Qualitative Disclosures About Market Risk" for additional details about our
management of foreign currency risk and the components of the foreign exchange gains recognized during the year ended
December 31, 2008 compared to the foreign exchange losses in the prior year periods.

Supplementary Non-GAAP Financial | nformation

The key measure we use to evaluate the results of our projectsis cash available for distribution. Cash available for
distribution is not a measure recognized under GAAP, does not have a standardized meaning prescribed by GAAP and
therefore may not be comparable to similar measures presented by other issuers. We believe cash available for distribution is
arelevant supplemental measure of our ability to pay dividends to our shareholders. A reconciliation of net cash provided by
operating activities to cash available for distribution is set out below under "cash available for distribution." Investors are
cautioned that we may calculate this measure in amanner that is different from other companies.

The primary factor influencing cash available for distribution is cash distributions received from the projects. These
distributions received are generally funded from Project Adjusted EBITDA generated by the projects, reduced by
project-level debt service and capital expenditures, and adjusted for changes in project-level working capital and cash
reserves. Project Adjusted EBITDA is defined as project income less interest, taxes, depreciation and amortization (including
non-cash impairment charges) and changes in fair value of derivative instruments. Project Adjusted EBITDA is not a measure
recognized under GAAP and does not have a standardized meaning prescribed by GAAP and is therefore unlikely to be
comparable to similar measures presented by other companies. We use unaudited Project Adjusted EBITDA to provide
comparative information about project performance without considering how projects are capitalized or whether they contain
derivative contracts that are required to be recorded at fair value. Investors are cautioned that we may calcul ate this measure
in amanner that is different from other companies.

Because Project Adjusted EBITDA and project distributions are key drivers of both the performance of our projects and
cash available for distribution, please see the following supplementary unaudited non-GAAP information that summarizes
Project Adjusted EBITDA by project and areconciliation of Project Adjusted EBITDA by project to project distributions
actually received by us.
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Project Adjusted EBITDA (in thousands of U.S. dollars)

Six months ended

Year ended December 31, June 30,

(unaudited) 2009 2008 2007 2010 2009
Project Adjusted EBITDA by individual

segment
Auburndale 35,221 4,461 — 19,802 18,547
Lake 25,378 32,892 28,042 14,612 15,621
Pasco 3,299 21,953 14,225 2,417 2,869
Path 15 27,691 28,872 31,564 14,115 13,833
Chambers 13,595 27,603 28,028 10,129 5,024
Total 105,184 115,781 101,859 61,075 55,894
Other Project Assets
Mid-Georgia 2,509 4,206 5,587 — 1,386
Stockton (675) 1,780 3,505 — (1,114)
Badger Creek 3,245 3,762 4,109 1,510 1,732
KomaKulshan 822 912 1,196 553 412
Onondaga — 7,865 21,966 — —
Orlando 8,858 8,206 8,336 3,671 3,975
Topsham 1,879 2,629 2,031 963 1,118
Delta Person 894 2,012 2,255 904 824
Gregory 4,482 5,236 4,428 2,283 2,271
Rumford 2,590 2,395 2,585 (7) 1,308
Selkirk 15,059 19,104 24,197 7,056 7,650
Rollcast (234) — — (189) (95)
Other (434) 801 3,164 (544) (306)
Total adjusted EBITDA from Other

Project Assets segment 38,995 58,908 83,359 16,200 19,161
Project income
Total adjusted EBITDA from all Projects 144,179 174,689 185,218 77,275
Amortization 67,643 60,125 59,141 32,982 75,055
Interest expense, net 31,511 30,316 31,678 11,878 35,005
Change in the fair value of derivative

instruments 5,047 29,914 22,440 12,729 15,613
Other (income) expense (8,437) 13,328 1,841 281 (589)

(969)

Project income asreported in the

statement of operations 48,415 41,006 70,118 19,405 25,995
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Reconciliation of Project Distributions (in thousands of U.S. dollars)

For the six months ended June 30, 2010

(unaudited)

Reportable Segments
Auburndale
Chambers
Lake
Pasco
Path 15

Total Reportable Segments

Other Project Assets
Badger Creek
Delta Person
Gregory
KomaKulshan
Orlando
Rumford
Selkirk
Topsham
Other

Total Other Project Assets Segment

Total &l Segments

Changein

Project Repayment of Interest working Project
Adjusted long-term EXpense, Capital capital & distribution

EBITDA debt net expenditures other items received
$ 19802 $ (4900) $ (836) $ @) $ (1,008) $ 13,000
10,129 (6,016) (3327) (34) (742) —
14612 — 6 (1,004) 748 14,362
2417 — — (467) 330 2330
14115 (3,740) (6,242) — 181 4,314
61,075 (14,666) (10,449) (1,513) (441) 34,006
1510 = ) = 138 1641
904 (1,03) (137) — 256 —
2283 (823) (112) (39) (443) 866
553 — — — (206) 347
3671 = 1 (66) (1,706) 1,900
! — — — 7 —
7,056 (4,657) (1,181) (309) (909) =
963 — — — — 963
733) — 7 (40) 792 26
16,200 (6,503) (1,429) (454) (2,071) 5,743
§ 725 $ (21169) $ (11878) $ (1967) $ (2512) $ 39,749
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Reconciliation of Project Distributions (in thousands of U.S. dollars)

For the six months ended June 30, 2009

(unaudited)

Reportable Segments
Auburndale
Chambers
Lake
Pasco
Path 15

Total Reportable Segments

Other Project Assets
Mid-Georgia
Stockton
Badger Creek
Delta Person
Gregory
KomaKulshan
Orlando
Rumford
Selkirk
Topsham
Other

Total Other Project Assets Segment

Total &l Segments

Changein

Project Repayment of Interest working Project
Adjusted long-term EXpense, Capital capital & distribution

EBITDA debt net expenditures other items received
$ 18547 $ (1L750) $  (1314) $ (246) $  (2364) $ 12873
5,024 (5,303) (4,029) (525) 4833 -
15,621 — 6 (426) 309 15,510
2,869 — 43 (46) 4,084 6,950
13833 (3801) (6,444) — 5194 8,782
55,894 (10,854) (11,738) (1,243) 12,056 44115
138 (816) (1,734) = 1,164 =
(1,114) — (35) % 1,053 —
1732 = 2) = (130) 1,600
824 (541) (190) — (93) —
2211 (2,132) (221) (46) 728 600
412 — — (18) (327) 67
3,975 — 6 (189) 2,658 6,450
1308 — — — (1,308) —
7,650 (4.247) (1,586) (59) 1238 2,9%
1118 (45) ) — — 1071
(401) — (111) (46) 1,091 533
19,161 (7,781) (3875) (262) 6,074 13317
$ 7505 $ (18635) $ (15613) $ (1505) $ 18130 3 51432
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Reconciliation of Project Distributions (in thousands of U.S. dollars)
For the twelve months ended December 31, 2009

(unaudited)

Reportable Segments
Auburndale
Chambers
Lake
Pasco
Path 15

Total Reportable Segments

Other Project Assets
Mid-Georgia
Stockton
Badger Creek
Delta Person
Gregory
KomaKulshan
Orlando
Rumford
Selkirk
Topsham
Other

Total Other Project Assets Segment

Total all Segments

Changein
Project Repayment Interest working Project
Adjusted of long-term expense, Capital capital & distribution

EBITDA debt net expenditures other items received
35,221 (3,500) (2832) (322) 2419 30,986
1359 (10,570) (7,674) (689) 5338 -
25378 — 4 (1,278) (1,405) 22,699
3,29 — — 97 5,148 8,350
27,691 (7,519) (12,912) — 3,798 11,058
105,184 (21,589) (23414) (2,386) 15,298 73,093
2509 (1,694) (3,271) 1 2,445 =
(675) — (70) (297) 1,042 —
3245 = 17) = vy 3675
804 (1512) (224) — 842 —
4,482 (2,903) (1,792) (98) 2551 2,240
822 — 1 (79) (553) 191
8,858 — 14 (632) 4,435 12,675
2,590 — 2 — 309 2,901
15,059 (8,122) @717) 161 (1,3%5) 2,9%
1879 (45) 2) — — 1832
(668) — 39 (62) 1,248 557
38995 (14276) __ (8097) (996) 11,441 21,067
144,179 (35,865) (31,511) (3382) 26,739 100,160
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Reconciliation of Project Distributions (in thousands of U.S. dollars)
For the twelve months ended December 31, 2008

(unaudited)

Reportable Segments
Auburndale
Chambers
Lake
Pasco
Path 15

Total Reportable Segments

Other Project Assets
Mid-Georgia
Stockton
Badger Creek
Delta Person
Gregory
KomaKulshan
Onondaga
Orlando
Rumford
Selkirk
Topsham
Other

Total Other Project Assets Segment

Total al Segments

Changein
Project Repayment Interest working Project
Adjusted of long-term expense, Capital capital & distribution

EBITDA debt net expenditures other items received
4461 — (225) — 1,764 6,000
27,603 (9,639) (8,537) (145) 1414 10,69
32,892 — 33 (814) (931) 31,180
21,953 (12,038) (978) (175) 10,883 19,645
28872 (8,086) (13232) — 156 7,710
115,781 (29,763) (22,939) (1,134) 13,286 75,231
4,206 (2,646) (3,271) 1 1,700 =
1,780 — ) (61) (1,460) 250
3762 = 3) = a1 4,200
2012 (1,027) (738) — (247) —
5,236 (1,807) 268 (133) 6,827 10411
912 — 4 (192) (528) 19
7,865 — 81 3) 11,693 19,636
8,206 (3.468) 16 (306) (1,048) 3400
2,395 — 2 (187) 524 2,134
19,104 (6,915) (3,403) (60) (695) 8,031
2629 (2,400) (193) = (36) =
801 — (151) (113) (137) 400
58,908 (18,263) (7.317) (1,044) 17,034 49258
174,689 (48,026) (30,316) (2,178) 30,320 124,489
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Reconciliation of Project Distributions (in thousands of U.S. dollars)
For the twelve months ended December 31, 2007

Repayment Changein
Project of Interest working Project
Adjusted long-term expense, Capital capital & distribution
(unaudited) EBITDA debt net expenditures other items received
Reportable Segments
Auburndale — — — — — —
Chambers 28,028 (9,331) (11,549) (316) (264) 6,568
Lake 28,042 (574) 106 (13,879) 11,755 25,450
Pasco 14,225 (7,226) (3%5) (836) 6,267 12,035
Path 15 31,564 (11,842) (11,217) — (3,213) 5292
Total Reportable Segments 101,859 (28973) (23,055) (15,031) 14,545 49,345
Other Project Assets
Mid-Georgia 5,587 (2412) (3589) = 413 =
Stockton 3,505 — (24) (391) 411 3,501
Badger Creek 4109 = 43 (192) (310) 3,650
Delta Person 2,255 (935) (991) — 762 1,001
Gregory 4,428 (317) 304 = (4,415) =
KomaKulshan 1,19 (925) (24) (2n) 24 —
Onondaga 21,966 = Y = (3,070) 18,950
Orlando 8,337 3 980) (122) (132) (853) 3,250
Rumford 2,585 R (291) 475 2,801
Selkirk 24197 3 725) (3810) — (6,312) 10,350
Topsham 2,031 (1,625) (338) = (68) =
Other 3,163 (813) (218) (149) 4,405 6,388
Total Other Project Assets Segment 83,359 (14,791) (8,623) (1,426) (8,538) 49,981
Total al Segments 185,218 (43,764) (31,678) (16,457) 6,007 99,326

Project Operations Performance—Six months ended June 30, 2010 compared with six months ended June 30, 2009

Aggregate Project Adjusted EBITDA increased $2.2 million to $77.3 million in the six months ended June 30, 2010
from $75.1 million in the comparable 2009 period and included the following factors:

* increased EBITDA at Chambers attributable to the non-recurrence of a planned major maintenance outage during
the six months ended June 30, 2009;

e increased EBITDA at Auburndale due to increased contractual capacity payments under the projects PPA;

« theabsence of Stockton'sloss during the first half of 2009 resulting from higher maintenance costs from aforced
outage during 2009. The Stockton project was sold in the fourth quarter of 2009;

« theabsence of EBITDA at Mid-Georgia as the project was sold in the fourth quarter of 2009;

« theabsence of EBITDA a Rumford in 2010 as the contract that provided substantially all of the project's cash flow
expired in the fourth quarter 2009; and




e decreased EBITDA at Lake attributable to higher fuel expense due to natural gas purchases at higher pricesthan
those under the supply contract that expired in June 2009. We have a hedging strategy to mitigate its future
exposure to changes in natural gas prices. See "Quantitative and Qualitative Disclosures About Market Risk" for
additional information.

Aggregate power generation for projectsin operation at June 30, 2010 was 6.6% lower during the six-month period
ended June 30, 2010 compared to thefirst half of 2009. Weighted average plant availability increased 3.9% over the same
period in 2009. Generation during the first six months of 2010 compared to the prior year period was unfavorably impacted
primarily by reduced dispatch at the Chambers and Selkirk projects due to lower power prices and the absence of Stockton
and Mid-Georgia generation as the projects were sold in the fourth quarter of 2009, partially offset by increased generation at
Lake dueto favorable market conditions in the second quarter of 2009.

The project portfolio achieved a weighted average availability of 96.9% for the six months ended June 30, 2010
compared to 93.0% in the 2009 period. The increase in portfolio availability in the first half of 2010 was primarily due to the
planned outages at Gregory and Chambersin the second half of 2009. Each of the projects with reduced availability was
nevertheless able to achieve substantially all of its respective capacity payments as aresult of contract termsthat provide for
certain levels of planned and unplanned outages.

Project Operations Performance—Year Ended December 31, 2009 vs. December 2008

Aggregate Project Adjusted EBITDA for the segments decreased $30.5 million, or 17%, to $144.2 million in 2009 from
$174.7 million in 2008 and included the following factors:

* increased EBITDA attributable to the acquisition of the Auburndale project in November 2008;

e decreased EBITDA at Chambers attributable to lower levels of dispatch by the utility off-taker in connection with
reduced demand and lower natural gas and power prices in the region. Operating the plant at a lower capacity factor
also decreased its efficiency, further contributing to reduced operating margins. Additionally, decreased EBITDA
attributable to a planned major outage at Chambers in the second quarter of 2009;

e decreased EBITDA at Lake attributable to higher fuel expense resulting due to natural gas purchases at higher
prices than those under the supply contract that expired in June 2009. We have a hedging strategy to mitigate its
future exposure to changesin natural gas prices. See "Quantitative and Qualitative Disclosures About Market Risk"
for additional information;

e decreased EBITDA at Pasco due to the commencement of the project's new ten-year tolling agreement on
January 1, 2009 at lower rates than the power purchase agreement that expired December 31, 2008; and

« theabsence of EBITDA at Onondaga as the contracts that provided substantially all of the project's cash flow
expired in the second quarter of 2008.

Aggregate power generation for projectsin operation at December 31, 2009 was 2.6% lower during 2009 as compared to
2008. Weighted average plant availability increased 1.1% over the same period. Generation during the twelve months of 2009
versus the prior years period was unfavorably impacted primarily by reduced dispatch at Chambers. This was due to low
market prices and a planned major maintenance outage, offset by the acquisition of Auburndale in November 2008. Also
contributing to the lower generation during the period was reduced generation at Pasco as a result of the expected lower
dispatch under the new tolling agreement that went into effect on January 1, 2009, which was partially offset by increased
generation at Orlando in 2009 due to its unscheduled outage in March 2008.
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The project portfolio achieved a weighted average availability of 94.5% for 2009 versus 93.4% in 2008. The higher
portfolio availability was primarily driven by the increased availability of Orlando versus the prior period resulting from the
March 2008 unplanned outage as well as higher availability at Mid-Georgia due to a scheduled outage in April 2008, and the
acquisition of Auburndale in November 2008, offset dightly by reduced availability at Chambers associated with alonger
planned outage versus the prior period. Each of the projects with reduced availability was nevertheless able to achieve
substantially all of its respective capacity payments as aresult of contract termsthat provide for certain levels of planned and
unplanned outages.

Cash Flow from Operating Activities

Our cash flow from the projects may vary from year to year based on, among other things, changesin prices under the
PPAs, fuel supply and transportation agreements, steam sales agreements and other project contracts, changes in regulated
transmission rates, compliance with the terms of non-recourse project-level financing including debt repayment schedules, the
transition to market or recontracted pricing following the expiration of PPASs, fuel supply and transportation contracts,
working capital requirements and the operating performance of the projects. Project cash flows may have some seasonality
and the pattern and frequency of distributions to us from the projects during the year can also vary.

Working capital includes trade receivables and payables at the projects.

Cash flow from operating activities increased by $5.5 million for the six months ended June 30, 2010 over the
comparable period in 2009. The change from the prior year is primarily attributable to a significant decrease in cash interest
expense as aresult of our common share conversion in December 2009, which eliminated Cdn$348 million of outstanding
subordinated notes. The positive change in operating cash flow attributable to the reduced interest expense was partially
offset by a $4.5 million decrease in distributions from our Orlando project and no distributions in 2010 from our Selkirk
project, both of which are equity method investments. The decrease in distributions from Orlando was the result of a one-time
receipt of insurance proceeds in 2009 related to an unplanned outage that occurred in 2008. The Selkirk project is currently
not making distributions to partners as aresult of restrictionsin its non-recourse project-level debt. We expect to resume
receiving distributions from Selkirk in 2011. Anincrease in corporate general administrative expenses of $2.5 million also
reduced operating cash flow in the six months ended June 30, 2010 compared to the first half of 2009.

Cash flow from operating activities decreased by $27.3 million for the year ended December 31, 2009 as compared to
2008. The changes from the prior period are consistent with and primarily attributable to the changes in Project Adjusted
EBITDA described above. In addition, the $6.0 million payment in December 2009 under the terms of the management
agreement termination reduced operating cash flow for the twelve months ended December 31, 20009.

Cash provided by operating activities for the year ended December 31, 2008 improved to $77.8 million compared to
$58.1 million for the year ended December 31, 2007. Our improvement in cash provided by operating activities was primarily
due to the addition of the Auburndale project acquired in November 2008, the acquisition of the additional 50% interest in
Pasco in December 2007 as well as higher distributions from the Gregory project in 2008.

Cash Flow from Investing Activities

Cash flow from investing activities includes restricted cash. Restricted cash fluctuates from period to period in part
because non-recourse project-level financing arrangements typically require al operating cash flow from the project to be
deposited in restricted accounts and then released at the time that principal payments are made and project-level debt service
coverage ratios are met. Asaresult, thetiming of principal payments on project-level debt causes significant fluctuationsin
restricted
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cash balances, which typically benefits investing cash flow in the second and fourth quarters of the year and decreases
investing cash flow in the first and third quarters of the year.

Cash flows used in investing activities for the six months ended June 30, 2010 were $1.9 million compared to
$3.4 million for the six months ended June 30, 2009. We invested $3.0 million in Rollcast during the first quarter of 2009,
compared to an additional $2.0 million investment in Rollcast during six months ended June 30, 2010. The cash consolidated
in our balance sheet as aresult of the additional investment in Rollcast was $2.5 million.

Cash flows provided by investing activities for the year ended December 31, 2009 were $25.0 million compared to cash
flows used ininvesting activities of $128.6 million for the year ended December 31, 2008. We sold the assets of Mid Georgia
in 2009 for proceeds of $29.1 million compared to no asset salesin 2008. In addition, we acquired Auburndale in 2008 for a
total purchase price of $141.7 million compared to no acquisitionsin 2009.

Cash flows used in investing activities for the year ended December 31, 2008 were $128.6 million compared to cash
flows used in investing activities of $18.3 million for the year ended December 31, 2007. The change in cash flows from
investing activities was primarily due to the acquisition of Auburndale in 2008, for a purchase price of $141.7 compared to
the acquisition of the remaining 50% interest in the Pasco Project from our existing partners for $23.2 million in 2007. We
also sold our equity investment in the Jamaica Project in 2007 for proceeds of $6.2 million compared to no asset salesin
2008.

Cash Flows from Financing Activities

Cash used in financing activities for the six months ended June 30, 2010 resulted in a net outflow of $20.7 million
compared to a net outflow of $21.5 million for the same period in 2009. Although the total cash used in financing activities
did not change significantly in the six months ended June 30, 2010 compared to the same period in the prior year, the 2010
period included an increase in dividends paid of approximately $20 million. We completed our common share conversion in
November 2009. As aresult, Cdn$348 million of subordinated notes were extinguished and our entire monthly distribution to
shareholdersis now paid in the form of a dividend as opposed to the monthly distribution being split between a subordinated
notes interest payment and a common share dividend during the six months ended June 30, 2009. Thisincreasein dividends
paid was offset by the proceeds of $20 million from a borrowing under our revolving credit facility that was used to partially
fund our investment in Idaho Wind in July 2010.

Cash used in financing activities for the year ended December 31, 2009 resulted in a net outflow of $62.9 million
compared to a net inflow of $38.4 million for the same period in 2008. Our significant cash flows from our 2009 and 2008
financing transactions are described below:

*  During the year ended December 31, 2009, we repaid $55 million previously borrowed under our revolving credit
facility that had been used to partially fund the acquisition of Auburndalein 2008.

e During the year ended December 31, 2009, the cash used to repay project-level debt was lower compared to 2008
due to the maturity of the Pasco debt in 2008.

»  During December 2009, we issued, in a public offering, Cdn$86.2 million aggregate principal amount of 6.25%

convertible unsecured debentures for net proceeds of $78.3 million. The proceeds were partially used to redeem the
remaining Cdn$40.7 million principal value of subordinated notes.
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Cash used in financing activities for the year ended December 31, 2008 resulted in a net inflow of $38.4 million
compared to a net outflow of $49.9 million for the same period in 2007. Our significant cash flows from our 2008 and 2007

financing transactions are described below:

e In 2008, we acquired 100% of Auburndale. The purchase price was partialy funded by a $55 million borrowing
under our credit facility and $35 million of project-level debt.

e In 2007, we entered into a $48 million non-recourse term loan for the Path 15 project. This was the permanent
financing arrangement for the Path 15 project which wasiinitialy financed in 2006 by an $88 million acquisition
credit facility. The acquisition credit facility was repaid in full in 2007 using $51 million of cash on hand and funds

drawn on the credit facility.

* Inearly 2007, proceeds from a 2006 financing were released from escrow and used to settle an obligation to redeem
the non-controlling interest in Atlantic Holdings.

Cash Availablefor Distribution

Prior to our conversion to a common share structure, holders of our 1PSs received monthly cash distributionsin the form
of interest payments on subordinated notes and dividends on common shares. Subsequent to the conversion, holders of
common shares receive monthly cash distributions in the form of dividends on the new common shares. Dividends are paid at
the discretion of our board of directors based on historical and projected cash available for distribution. Cash available for
distribution decreased by $30.4 million for the year ended December 31, 2009 as compared to 2008 due primarily to the
changes in cash flow from operating activities described above. In addition, project-level debt repayments were made at

Auburndale, which was acquired in late 2008.

The table below presents our calculation of cash available for distribution for the six months ended June 30, 2010 and
2009 and the years ended December 31, 2009, 2008 and 2007 (in thousands of U.S. dollars, except as otherwise stated):

(unaudited)

Cash flows from operating activities(1)
Project-level debt repayments

Interest on IPS portion of Subordinated

Notes(2)

Purchases of property, plant and equipment

Cash available for distribution(3)

Interest on Subordinated Notes
Dividends on Common Shares

Total common share distributions
Payout ratio
Expressed in Cdn$

Cash available for distribution
Total common share distributions

Six months ended

Year ended December 31, June 30,

2009 2008 2007 2010 2009
50,449 77,788 58,088 35,978 30,524
(12,744) (22,275) (20,117) (9,141) (6,414)
30,639 36,560 36,235 — 16,078
(2,016) (1,102) (15,695) (1,520) (933)
66,328 90,971 58,511 25,317 39,255
30,639 36,560 36,235 — 16,078
27,988 24,692 24,665 31,714 11,672

58,627 61,252 60,900

88% 67% 104% 125% 71%
75,673 97,102 62,814 26,187 47,320
66,325 65,143 65,181 33,083 33,234

(1) Beginning inthe first quarter of 2010, changes in restricted cash in the consolidated statement of cash flows has been
reported as an investing activity to reflect the use of the restricted cash in the current period. In previous periods,
changesin restricted cash were reported as cash flow from operating activities. The prior period amounts have been
reclassified to conform with the current year presentation. This reclassification does not impact the consolidated

balance sheet or the
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consolidated statements of operations. We have changed the classification of restricted cash because the revised
presentation is more widely used by companiesin our industry.

(2) Prior to the common share conversion on November 27, 2009, a portion of our monthly distribution to IPS holders
was paid in the form of interest on the subordinated notes comprising a part of the IPSs. Subsequent to the conversion,
the entire monthly cash distribution is paid in the form of a dividend on our common shares.

(3) Cashavailablefor distribution is not a recognized measure under GAAP and does not have any standardized meaning
prescribed by GAAP. Therefore, this measure may not be comparable to similar measures presented by other
companies. See " Supplementary Non-GAAP Financial Information.”

Liquidity and Capital Resources
Overview

Our primary source of liquidity is distributions from our projects and our revolving credit facility. A significant portion
of the cash received from project distributions is used to pay dividends to our shareholders and interest on our outstanding
convertible debentures. We may fund future acquisitions with a combination 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.

We bdlieve that we will be able to generate sufficient amounts of cash and cash equivalents to maintain our operations
and meet our obligations as they become due.

We do not expect any material unusual requirements for cash outflowsin 2010 for capital expenditures or other required
investments. In addition, there are no debt instruments with significant maturities or refinancing requirements in 2010. See
"Outlook" above for information about changes in expected distributions from our projectsin 2010.

Common Share Conversion and Dividend Policy

On November 24, 2009, our shareholders approved our conversion to acommon share structure. Subsequent to the
conversion, we have continued to maintain our business strategy and our current distribution levels. Each IPS has been
exchanged for one new common share. Our entire current monthly cash distribution of Cdn$0.0912 per common share is
being paid as adividend on the new common shares. We expect to continue paying cash dividendsin the future in amounts
that are comparable to the dividends paid in 2009. Future dividends are paid at the discretion of our board of directors subject
to our earnings and cash flow and are not guaranteed. The primary risk that impacts our ability to continue paying cash
dividends at the current rate is the operating performance of our projects and their ability to distribute cash to us after
satisfying project-level obligations.

Credit facility

We maintain a credit facility with a capacity of $100 million, $50 million of which may be utilized for letters of credit.
The credit facility maturesin August 2012.

In November 2008, we borrowed $55 million under the credit facility and used the proceeds to partialy fund the
acquisition of Auburndale. We executed an interest rate swap to fix the interest rate at 2.4% through November 2011 for the
balance outstanding under this borrowing. In July 2009, $20 million of the outstanding borrowings under the credit facility
was repaid with cash on hand. The remaining $35 million was repaid in November 2009 with cash proceeds from the sales of
Mid-Georgia and Stockton and the interest rate swap to fix the interest at 2.4% through 2011 was terminated.
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The credit facility bearsinterest at LIBOR plus an applicable margin between 1.50% and 3.25% that varies based on the
credit statistics of one of our subsidiaries. As of June 30, 2010, the applicable margin was 1.50%. In November 2009, we
amended the credit facility in order to facilitate the common share conversion. Under the terms of the amendment, we paid a
fee of $250,000 and agreed to change the method of computing applicable margin on amounts outstanding under the credit
facility.

As of June 30, 2010, $39.4 million was allocated, but not drawn, to support letters of credit for contractual credit support
at seven of our projects. In June 2010, we borrowed $20 million under the credit facility and used the proceeds to partialy
fund the acquisition of IWP in July 2010.

We must meet certain financial covenants under the terms of the credit facility, which are generally based on the cash
flow coverage ratios and also require us to report indebtedness ratios to our lenders. The facility is secured by pledges of
assets and interests in certain subsidiaries. We expect to remain in compliance with the covenants of the credit facility for at
least the next 12 months.

Convertible Debentures

On October 11, 2006, we issued, in a public offering, Cdn$60 million aggregate principal amount of 6.25% convertible
secured debentures, which we refer to as the 2006 Debentures, for gross proceeds of $52.8 million. The 2006 Debentures pay
interest semi-annually on April 30 and Octaober 31 of each year. The 2006 Debentures initially had a maturity date of
October 31, 2011. They are convertible into approximately 80.6452 common shares per Cdn$1,000 principa amount of 2006
Debentures, at any time, at the option of the holder, representing a conversion price of Cdn$12.40 per common share. The
2006 Debentures are secured by a subordinated pledge of our interest in certain subsidiaries and contain certain restrictive
covenants.

In connection with our conversion to a common share structure on November 27, 2009, the holders of the 2006
Debentures approved an amendment to increase the annual interest rate from 6.25% to 6.50% and separately, an extension of
the maturity date from October 2011 to October 2014.

On December 17, 2009, we issued, in a public offering, Cdn$75 million aggregate principal amount of 6.25%
convertible debentures, which we refer to as the 2009 Debentures, for gross proceeds of $71.4 million. The 2009 Debentures
pay interest semi-annually on March 15 and September 15 of each year beginning September 15, 2010. The 2009 Debentures
mature on March 15, 2017 and are convertible into approximately 76.9231 common shares per Cdn$1,000 principal amount
of 2009 Debentures, at any time, at the option of the holder, representing a conversion price of Cdn$13.00 per common share.

On December 24, 2009, the underwriters exercised their over-allotment option in full to purchase an additional
Cdn$11.3 million aggregate principal amount of the 2009 Debentures.

A portion of the proceeds from the 2009 Debentures was used to redeem the remaining Cdn$40.7 million principal value
of subordinated notes at 105% of the principal amount.
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Project-level debt

The following table summarizes the maturities of project-level debt. The amounts represent our share of the
non-recourse project-level debt balances at June 30, 2010 and exclude any purchase accounting adjustments recorded to
adjust the debt to its fair value at the time the project was acquired. Certain of the projects have more than one tranche of debt
outstanding with different maturities, different interest rates and/or debt containing variable interest rates. Project-level debt
agreements contain covenants that restrict the amount of cash distributed by the project if certain debt service coverage ratios
are not attained. As of June 30, 2010, the covenants at the Chambers, Selkirk and Delta-Person projects are temporarily
preventing those projects from making cash distributions to us. We expect these projects to resume cash distributionsin 2011.
All project-level debt is non-recourse to us and substantially all of the principal is amortized over the life of the projects
PPAs. The non-recourse holding company ("holdco") debt relating to our investment in Chambersis held at Epsilon Power
Partners, our wholly-owned subsidiary. From January 1 to July 31, 2010, we have contributed approximately $2.7 million to
Epsilon Power Partners for debt service payments on the holdco debt. We expect to make further contributionsto Epsilon
Power Partners ranging from $0.3 million to $0.9 million during the remainder of 2010 before it is expected to begin
receiving distributions from Chambers in amounts that are adequate for servicing the holdco debt.

Therange of interest rates presented represents the rates in effect at June 30, 2010. The amounts listed below arein
thousands of U.S. dollars, except as otherwise stated.

Total
Remaining
Range of Principal
Interest Rates Repayments 2010 2011 2012 2013 2014 Thereafter

Consolidated Projects.

Epsilon Power Partners 8.4% 36,982 500 1,500 1,500 3,000 5,000 25482
Path 15 7.9%-9.0% 157,608 3,740 7987 8,667 9,402 8,065 119,747
Auburndale 5.1% 26,600 4,900 9,800 7,000 4900 — —
Tota Consolidated Projects 221,190 9,140 19,287 17,167 17,302 13,065 145229
Equity Method Projects:

Chambers 04%-7.2% 80,571 5526 11,204 12,176 10,783 5780 35,012
Delta-Person 2.3% 11,059 124 1220 1,308 1,403 1,505 5499
Selkirk 9.0% 20,999 4,206 10,948 5845 — = =
Gregory 2.1%- 7.5% 15217 0% 1,901 2,044 2,205 2,385 5748
Total Equity Method Projects 127,846 10,790 25,363 21,373 14,391 9,670 46,259
Total Project-Level Debt 349,036 19,930 44650 38,540 31,693 22,135 191488

Restricted cash

The projects generally have reserve requirements to support payments for major maintenance costs and project-level
debt service. For projects that are consolidated, our share of these amountsis reflected as restricted cash on the consolidated
balance sheet. At December 31, 2009, restricted cash at the consolidated projects totaled $14.9 million.

Capital Expenditures

Routine and expected capital expenditures for the projects are generally made at the project level using project cash
flows and project reserves. Therefore, the distributions that we receive from the projects are made net of capital expenditures
needed at the projects. The projects in which we have investments generally consist of large capital assets that have
established commercial operations.
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Ongoing capital expenditures for assets of this nature are generally not significant because most major expenditures relate to
planned repairs and maintenance and are expensed when incurred. Capital expendituresin 2009 were approximately
$2 million and we expect 2010 capital expendituresto also be approximately $2 million.

In 2009, several of the projects undertook planned outages to complete major maintenance work that prolonged the life
and improved efficient and reliable operation of the assets. Major overhaul inspections were conducted during the period at
Badger Creek, Chambers and Selkirk. The principal maintenance activity at Chambers was a major overhaul of the project's
steam turbine. Selkirk conducted major overhaul inspections of two of its three gas turbines in 2009. Both Chambers and
Selkirk have reservesthat are funded from operating cash flow in anticipation of major maintenance expenditures. Reserve
withdrawals cover a substantial portion of the actual maintenance costs. Typicaly, Selkirk is able to fully mitigate lost
operating margin through the resale of natural gas not consumed.

Costs associated with the major gas turbine overhaul at Badger Creek are paid for by the operator of the plant based on a
levelized operations and maintenance fee that the operator is paid by the project. Minor gas turbine inspections and overhauls
were completed at Gregory and Auburndale. Both Gregory and Auburndale have long-term service agreements in place for
their gas turbines with payments over time that cover a substantial portion of the overhaul cost. Gregory also funds areserve
over time to cover certain maintenance expenditures. Each of the projects conducts maintenance activities during periods of
the year when impacts to the project's margin on energy sales and contractual availability requirements can be minimized.

In 2010, several of the projects have planned outages to complete maintenance work. The level of maintenance and
capital expendituresisreduced from 2009. In the second quarter, Selkirk completed a minor inspection of one of its
combustion turbines, with costs and lost margin largely covered by reserves and gas resales proceeds, respectively. Selkirk's
planned major overhaul of a steam turbine has been postponed to 2011 due to maintaining a high steam quality. At Orlando, a
minor gas turbine inspection was completed in May. Auburndale is scheduled to conduct a minor inspection of one of the
facility's combustion turbines, which is covered by its long-term service agreement, in conjunction with other maintenance
work. Chambers completed its scheduled outage to inspect and complete customary repairs on one boiler. Due to the facility's
low dispatch, the planned outage of its other boiler has been postponed to 2011.

Contractual Obligations and Commercial Commitments

The following table summarizes our contractual obligations as of December 31, 2009 (in thousands of U.S. dollars).

Lessthan
1Year 1-3VYears 3-5Years Thereafter Total

Debt(a) $ 18280 $ 36454 $ 87455 $ 227,294 $ 369,483
Interest payment on debt 25,820 48,418 43,049 83,353 200,640
Total operating lease

obligation(b) 919 1,908 995 84 3,906
Total purchase obligations 15,123 13,928 8,047 24,221 61,319
Total other long term liabilities — 5,027 — 719 5,746
Total contractual obligations $ 60,142 $ 105735 $ 139546 $ 335671 $ 641,094

(@) Debt represents our consolidated share of project long-term debt. The amount presented excludes the net unamortized
purchase price adjustment of $12,030 related to the fair value of debt assumed in the Path 15 acquisition. Project debt
is non-recourse to us and is generally amortized
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during the term of the respective revenue generating contracts of the projects. The range of interest rates on long-term
consolidated project debt at December 31, 2009 was 5.1% to 9.0%.

(b) These lease payments are associated primarily with the lease of our headquarters office in Boston, MA which expires
on March 31, 2015.

Off-Balance Sheet Arrangements
As of June 30, 2010, we had no off-balance sheet arrangements as defined in Item 303(a)(4) of Regulation S-K.
Critical Accounting Policies and Estimates

Accounting standards require information in financial statements about the risks and uncertainties inherent in significant
estimates, and the application of generally accepted accounting principles involves the exercise of varying degrees of
judgment. Certain amounts included in or affecting our consolidated financial statements and related disclosures must be
estimated, requiring us to make certain assumptions with respect to values or conditions that cannot be known with certainty
at the time our financial statements are prepared. These estimates and assumptions affect the amounts we report for our assets
and liabilities, our revenues and expenses during the reporting period, and our disclosure of contingent assets and liabilities at
the date of our financia statements. We routinely evaluate these estimates utilizing historical experience, consultation with
experts and other methods we consider reasonable in the particular circumstances. Nevertheless, actual results may differ
significantly from our estimates and any effects on our business, financial position or results of operations resulting from
revisions to these estimates are recorded in the period in which the facts that give rise to the revision become known.

In preparing our consolidated financial statements and related disclosures, examples of certain areas that require more
judgment relative to othersinclude our use of estimates in determining fair values of acquired assets, the useful lives and
recoverability of property, plant and equipment and PPAS, the recoverability of equity investments, the recoverability of
deferred tax assets and the fair value of derivatives.

For a summary of our significant accounting policies, see Note 2 to the accompanying consolidated financia statements
included elsewhere in this prospectus. We believe that certain accounting policies are of more significance in our
consolidated financial statement preparation process than others, which policies are discussed as follows.

I mpairment of long-lived assets and equity investments

Long-lived assets, which include property, plant and equipment, transmission system rights and other intangible assets
subject to depreciation and amortization, are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. If such assets are considered to be impaired, the impairment to
be recognized is measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets by
factoring in the probability weighting of different courses of action available. Generally, fair value will be determined using
valuation techniques such as the present value of expected future cash flows. We discount the estimated future cash flows
associated with the asset using a single interest rate representative of the risk involved with such an investment or employ an
expected present value method that probability-weights a range of possible outcomes. We also consider quoted market prices
in active markets to the extent they are available. In the absence of such information, we may consider prices of similar
assets, consult with brokers or employ other valuation techniques. We use our best estimates in making these evaluations.
However, actual results could vary from the assumptions used in our estimates and the impact of such variations could be
material.
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Investments in and the operating results of 50%-or-less owned entities not required to be consolidated are included in the
accompanying consolidated financia statements on the basis of the equity method of accounting. We review our investments
in unconsolidated entities for impairment whenever events or changes in business circumstances indicate that the carrying
amount of the investments may not be fully recoverable. Evidence of alossin value that is other than temporary might
include the absence of an ability to recover the carrying amount of the investment, the inability of the investee to sustain an
earnings capacity which would justify the carrying amount of the investment, failure of cash flow coverage ratio tests
included in project-level, non-recourse debt or, where applicable, estimated sal es proceeds which are insufficient to recover
the carrying amount of the investment. Our assessment as to whether any decline in value is other than temporary is based on
our ability and intent to hold the investment and whether evidence indicating the carrying value of the investment is
recoverable within a reasonable period of time outweighs evidence to the contrary.

When we determine that an impairment test is required, the future projected cash flows from the equity investment are
the most significant factor in determining whether impairment exists and, if so, the amount of the impairment charges. We
use our best estimates of market prices of power and fuel and our knowledge of the operations of the project and our related
contracts when devel oping these cash flow estimates. In addition, when determining fair value using discounted cash flows,
the discount rate used can have a material impact on the fair value determination. Discount rates are based on our assessment
of the risk of the cash flows in the estimate, including when applicable, the credit risk of the counterparty that is contractually
obligated to purchase electricity or steam from the project.

We generally consider our investments in our equity method investees to be strategic long-term investments that
comprise asignificant portion of our core operating business. Therefore, we complete our assessments with a long-term view.
If the fair value of the investment is determined to be less than the carrying value and the decline in value is considered to be
other than temporary, an appropriate write-down is recorded based on the excess of the carrying value over the best estimate
of fair value of the investment. The use of these methods involves the same inherent uncertainty of future cash flows as
previously discussed with respect to undiscounted cash flows. Actual future market prices and project costs could vary from
those used in our estimates and the impact of such variations could be material.

Fair Value of Derivatives

We utilize derivative contracts to mitigate our exposure to fluctuations in fuel commaodity prices, foreign currency and to
balance our exposure to variable interest rates. We believe that these derivatives are generaly effective in realizing these
objectives.

In determining fair value for our derivative assets and liabilities, we generally use the market approach and incorporate
assumptions that market participants would usein pricing the asset or liability, including assumptions about market risk
and/or the risks inherent in the inputs to the valuation techniques.

A fair value hierarchy exists for inputs used in measuring fair value that maximizes the use of observable inputs (Level 1
or Level 2) and minimizes the use of unobservable inputs (Level 3) by requiring that the observable inputs be used when
available. Our derivative instruments are classified as Level 2. The fair value measurements of these derivative assets and
liahilities are based largely on quoted prices from independent brokers in active markets who regularly facilitate our
transactions. An active market is considered to have transactions with sufficient frequency and volume to provide pricing
information on an ongoing basis.

Derivative assets are discounted for credit risk using credit spreads representative of the counterparty's probability of
default. For derivative liabilities, fair value measurement reflects the nonperformance risk related to that liability, which is
our own credit risk. We derive our
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nonperformance risk by applying credit spreads approximating our estimate of corporate credit rating against the respective
derivative liability.

Certain derivative instruments qualify for a scope exception to fair value accounting, as they are considered normal
purchases or normal sales. The availability of this exception is based upon the assumption that we have the ability and it is
probable to deliver or take delivery of the underlying physical commodity. Derivatives that are considered to be normal
purchases and normal sales are exempt from derivative accounting treatment and are recorded as executory contracts.

Income Taxes and Valuation Allowance for Deferred Tax Assets

In assessing the recoverability of our deferred tax assets, we consider whether it is more likely than not that some portion
or al of the deferred tax assets will be realized. The ultimate realization of deferred tax assets is dependent upon projected
future taxable income in the United States and in Canada and available tax planning strategies. As of December 31, 2009, we
had recorded a valuation allowance of $67.1 million. Thisamount is comprised primarily of provisions against available
Canadian and U.S. net operating loss carryforwards.

Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board ("FASB") approved the "FASB Accounting Standards
Cadification" asthe single source of authoritative, nongovernmental GAAP as of July 1, 2009. The codification does not
change current U.S. GAAP or how we account for our transactions or nature of related disclosures made; instead it is
intended to simplify user access to all authoritative literature related to a particular topic in one place. All existing accounting
standard documents will be superseded, and all other accounting literature not included in the codification will be considered
non-authoritative. The codification is effective for interim and annual periods ending after September 15, 2009. The
codification became effective for Atlantic Power beginning the quarter ending September 30, 2009 and did not have an
impact in our balance sheet or results of operations for the year ended December 31, 2009.

In 2009, the FASB amended the consolidation guidance applied to variable interest entities ("VIES"). This standard
replaces the quantitative approach previously required to determine which entity has a controlling financial interest inaVIE
with a qualitative approach. Under the new approach, the primary beneficiary of a VIE isthe entity that has both (a) the
power to direct the activities of the VIE that most significantly impact the entity's economic performance, and (b) the
obligation to absorb losses of the entity, or the right to receive benefits from the entity, that could be significant to the VIE.
This standard al so requires ongoing reassessments of whether an entity is the primary beneficiary of aVIE and enhanced
disclosures about an entity's involvement in VIEs. The standard is effective for fiscal years beginning after November 15,
2009. We do not expect this standard to have amaterial effect upon our financia statements.

In 2010, the FASB amended the Fair Value Measurements and Disclosures Topic of the codification to require
additional disclosures about 1) transfers of Level 1 and Level 2 fair value measurements, including the reason for transfers,
2) purchases, sales, issuances and settlements in the roll-forward of activity in Level 3 fair value measurements, 3) additional
disaggregation to include fair value measurement disclosures for each class of assets and liabilities and 4) disclosure of inputs
and valuation techniques used to measure fair value for both recurring and nonrecurring fair value measurements. The
amendment is effective for fiscal years beginning after December 15, 2009, except for the disclosures about purchases, sales,
issuances and settlements in the roll-forward of activity in Level 3 fair value measurements, which is effective for fiscal years
beginning after December 15, 2010. We do not expect this standard to have a material effect upon our financial statements.
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We adopted the FASB's revised standard for business combinations on January 1, 2009. The provisions of the standard
are applied prospectively to business combinations for which the acquisition date occurs after January 1, 2009. The standard
requires an acquirer to recognize and measure in its financial statements the identifiable assets acquired, the liabilities
assumed, and any noncontrolling interest in the acquiree at fair value at the acquisition date. It also recognizes and measures
the goodwill acquired or a gain from a bargain purchase in the business combination and determines what information to
disclose to enable users of an entity's financial statements to evaluate the nature and financial effects of the business
combination. In addition, transaction costs are required to be expensed as incurred. This standard was further amended and
clarified with regard to application issues on initial recognition and measurement, subsequent measurement and accounting,
and disclosure of assets and liabilities arising from contingencies in a business combination. Our adoption of the standard did
not have an impact on our results of operations, financial position, or cash flows.

In May 2009, the FASB issued a standard that incorporates the accounting and disclosure requirements related to
subsequent events found in auditing standards into GAAP, effectively making management directly responsible for
subsequent events accounting and disclosures. The standard also requires disclosure of the date through which subsequent
events have been evaluated. The standard is effective for interim and annual reporting periods ending after June 15, 2009, and
shall be applied prospectively. Our adoption of the standard did not have an impact on our results of operations, financial
position, or cash flows.

In 2008, the FASB amended the disclosure requirements to improve financial reporting about derivatives and hedging
activities. This standard became effective on January 1, 2009. We have adopted this standard as of January 1, 2009 and have
adjusted our current disclosures accordingly.

In September 2006, the FASB issued a standard which provides enhanced guidance for using fair value measurementsin
financial reporting. While the standard does not expand the use of fair value in any new circumstance, it has applicability to
several current accounting standards that require or permit entities to measure assets and liabilities at fair value. The standard
defines fair value, establishes aframework for measuring fair value in GAAP and expands disclosures about fair value
measurements. The impact of our adoption of this standard on January 1, 2008 resulted in a $25.2 million decrease to retained
deficit.

In July 2006, the FASB issued an interpretation that requires a new evaluation process for all tax positions taken,
recognizing tax benefits when it is more-likely-than-not that atax position will be sustained upon examination by tax
authorities. The benefit from a position that has surpassed the more-likely-than-not threshold is the largest amount of benefit
that is more than 50% likely to be realized upon settlement. Differences between the amounts recognized in the statement of
financial position prior to the adoption of the interpretation and the amounts reported after adoption are to be accounted for as
an adjustment to the beginning balance of retained earnings. Our adoption of the standard did not have an impact on our
results of operations, financial position, or cash flows.

Quantitative and Qualitative Disclosures About Market Risk

Market risk isthe risk that changes in market prices, such as foreign exchange rates, interest rates and commodity prices,
will affect our cash flows or the value of our holdings of financial instruments. The objective of market risk management isto
minimize the impact that market risks have on our cash flows as described in the following paragraphs.

Our market risk sensitive instruments and positions have been determined to be "other than trading." Our exposure to
market risk as discussed below includes forward-looking statements and represents an estimate of possible changesin fair
value or future earnings that would occur assuming hypothetical future movementsin fuel commaodity prices, currency
exchange rates or interest rates. Our views on market risk are not necessarily indicative of actual results that may occur and
do not
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represent the maximum possible gains and losses that may occur, since actual gains and losses will differ from those
estimated based on actual fluctuationsin fuel commaodity prices, currency exchange rates or interest rates and the timing of
transactions.

Fuel Commodity Market Risk

Our current and future cash flows are impacted by changesin electricity, natural gas and coal prices. The combination of
long-term energy sales and fuel purchase agreements are designed to mitigate the impacts to cash flows of changesin
commodity prices by generally passing through changesin fuel prices to the buyer of the energy.

The Lake project's operating margin is exposed to changes in the market price of natural gas from the expiration of its
natural gas supply contract on June 30, 2009 through the expiration of its PPA on July 31, 2013. The Auburndale project
purchases natural gas under afuel supply agreement which provides approximately 80% of the project's fuel requirements at
fixed prices through June 30, 2012. The remaining 20% is purchased at market prices and therefore the project is exposed to
changesin natural gas prices for that portion of its gas requirements through the termination of the fuel supply agreement and
100% of its natural gas requirements from the expiration of the fuel contract in mid-2012 until the termination of its PPA in
2013.

We have executed a strategy to mitigate the future exposure to changes in natural gas prices at Lake and Auburndale by
periodically entering into financial swapsthat effectively fix the price of natural gas required at these projects. These natural
gas swaps are derivative financial instruments and are recorded in the consolidated balance sheet at fair value. Changesin the
fair value of the natural gas swaps through June 30, 2009 were recorded in other comprehensive income (10ss) as they were
designated as a hedge of the risk associated with changes in market prices of natural gas. As of July 1, 2009, these natural gas
swap hedges were de-designated and the changes in their fair value are recorded in change in fair value of derivative
instruments in the consolidated statements of operations.

For the remainder of 2010, projected cash distributions at Auburndale would change by approximately $0.3 million per
$1.00/Mmbtu change in the price of natural gas based on the current level of un-hedged and uncontracted natural gas volumes
at the project. In 2010, projected cash distributions at Lake would change by approximately $0.5 million per $1.00/Mmbtu
change in the price of natural gas based on the current level of unhedged natural gas volumes at the project.

Coal prices used in the revenue component of the projected distributions from the Lake and Auburndale projects
incorporate a forecast of the applicable Crystal River facility coal cost provided by the utility based on their internal
projections. The projected annual cash distributions from Lake and Auburndale combined would change by approximately
$2.4 million for every $0.25/Mmbtu change in the projected price of coal.
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The following tables summarize the hedge position related to natural gas needed to meet PPA requirements at Lake and
Auburndale as of December 31, 2009 and as of August 12, 2010, including additional swaps executed during the first six
months of 2010:

As of December 31, 2009 2010 2011 2012 2013
Portion of gas volumes currently hedged:
Lake:
Contracted — — — —
Financially hedged 80% 65% 90% 65%
Tota 80% 65% 90% 65%
Auburndale:
Contracted 80% 80% 40% —
Financially hedged 15% 13% 19% 65%
Tota 95% 93% 59% 65%
Average price of financially hedged volumes (per Mmbtu)
Lake $ 711 $ 665 $ 6900 $ 7.05
Auburndale $ 630 $ 668 $ 667 $ 702
Asof August 12, 2010 2010 2011 2012 2013
Portion of gas volumes currently hedged:
Lake:
Contracted — — — —
Financially hedged 80% 78% 90% 65%
Tota 80% 78% 90% 65%
Auburndale:
Contracted 80% 80% 40% —
Financially hedged 15% 13% 32% 79%
Total 95% 93% 72% 79%
Average price of financially hedged volumes (per Mmbtu)
Lake $ 711 $ 652 $ 690 $ 7.05
Auburndae $ 630 $ 668 $ 651 $ 692

Foreign Currency Exchange Risk

We use forward foreign currency contracts to manage our exposure to changes in foreign exchange rates as we earn our
income in the United States but pay dividends to shareholders in Canadian dollars. Since our inception, we have had an
established hedging strategy for the purpose of reinforcing the long-term sustainability of our dividends. We have executed
this strategy by entering into forward contracts to purchase Canadian dollars at fixed rates of exchange sufficient to make
monthly distributions through December 2013 at the current annual dividend level of Cdn$1.094 per common share, as well
asinterest payments on the 2009 Debentures. Changesin the fair value of the forward contracts partially offset foreign
exchange gains or losses on the U.S. dollar equivalent of our Canadian dollar obligations.
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In addition to the forward contracts discussed above that settle on a monthly basis, we executed forward contracts to
purchase Canadian dollars at fixed rates of exchange sufficient to make semi-annual payments on the 2006 Debentures. The
contracts provide for the purchase of Cdn$1.9 million in April and in October of each year through 2011 at arate of 1.1075
Canadian dollars per U.S. dollar. It is our intention to periodically consider extending the length of these forward contracts.

The foreign exchange forward contracts are recorded at estimated fair value based on quoted market prices and the
estimation of the counter-party's credit risk. Changesin the fair value of the foreign currency forward contracts are reflected
in foreign exchange (gain) loss in the consolidated statements of operations.

The following table contains the components of recorded foreign exchange (gain) loss for the periods indicated:

Six months ended

Year ended December 31, June 30,
2009 2008 2007 2010 2009
Unrealized foreign exchange

(gains) losses:
Subordinated notes and

convertible debentures $ 55508 $ (85,212) $ 68419 $ (2505) $ 17,635
Forward contracts and other (31,138) 46,009 (30,703) 7,704 (8,005)

24,370 (39,203) 37,716 5,199 9,630

Realized foreign exchange gains on
forward contract settlements (3,864) (8,044) (7,574) (2,767) (124)
$ 20506 $ (47,247) $ 30,142 % 2432 % 9,506

The following table illustrates the impact on our financial instruments of a 10% hypothetical change in the value of the
U.S. dollar compared to the Canadian dollar as of June 30, 2010:

Convertible debentures $ 13,738
Foreign currency forward contracts 26,133

Interest Rate Risk

Theimpact of changesin interest rates do not have a significant impact on cash payments that are required on our debt
instruments as approximately 90% of our debt, including our share of the project-level debt associated with equity
investments in affiliates, either bearsinterest at fixed rates or is financially hedged through the use of interest rate swaps.

We have executed interest rate swaps on the revolving credit facility and at our consolidated Auburndale project to
economically fix a portion of their respective exposure to changesin interest rates related to variable-rate debt. The interest
rate swap agreements were designated as a cash flow hedge of the forecasted interest payments under the project-level
Auburndale debt and the credit facility when they were executed in November 2008. The original interest rate swap
expiration date for the Auburndale project-level debt was November 30, 2009. In November 2009, we executed a new interest
rate swap designated as a cash flow hedge at Auburndale that expires on November 30, 2013. On November 30, 2009, we
settled the interest rate swap on the revolving credit facility when the remaining outstanding balance on the credit facility was
repaid. The remaining amount in accumulated other comprehensive income for this swap was recorded in the consolidated
statements of operations.
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In accounting for cash flow hedges, gains and losses on the derivative contracts are reported in other comprehensive
income, outside "Net Income" reported in our consolidated statements of operations, but only to the extent that the gains and
losses from the change in value of the derivative contracts can later offset the loss or gain from the change in value of the
hedged future cash flows during the period in which the hedged cash flows affect net income. That is, for cash flow hedges,
all effective components of the derivative contracts gains and losses are recorded in other comprehensive income (10ss),
pending occurrence of the expected transaction. Other comprehensive income (loss) consists of those financial itemsthat are
included in "Accumulated other comprehensive l0ss" in our accompanying consolidated balance sheets but not included in
our net income. Thus, in highly effective cash flow hedges, where there is no ineffectiveness, other comprehensive income
changes by exactly as much as the derivative contracts and there is no impact on earnings until the expected transaction
occurs.

After considering the impact of interest rate swaps, a hypothetical change in the average interest rate of 100 basis points
would change annual interest costs, including interest at equity investments, by approximately $0.6 million.
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BUSINESS
Overview

Atlantic Power Corporation is an independent power producer, with power projects located in major markets in the
United States. Our current portfolio consists of interestsin 12 operational power generation projects across eight states, one
wind project under construction in Idaho, a 500 kilovolt 84-mile electric transmission line located in California, and six
development projectsin five states. Our power generation projects in operation have an aggregate gross electric generation
capacity of approximately 1,823 megawatts (or "MW"), in which our ownership interest is approximately 808 MW.

The following map shows the location of our projects, including joint venture interests, across the United States:

@ Hydro Power Plant

@ Coal Power Plant

@ Natural Gas Power Plant

O Transmission Line

A Wind project under construction

# Biomass Development Project

¢ Headguarters — Boston, MA

A Listed on TSX {ATP)

We sell the capacity and power from our projects under PPAs with avariety of utilities and other parties. Under the
PPAs, which have expiration dates ranging from 2010 to 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 anumber of our projects under steam sales agreements to industrial purchasers. The TSRs we own in our
power transmission project entitle us to payments indirectly from the utilities that make use of the transmission line.

Our projects generally operate pursuant to long-term supply agreements, typically accompanied by fuel transportation
arrangements. In most cases, the fuel supply and transportation arrangements correspond to the term of the relevant PPAs and
most of the PPAs and steam sales agreements provide for the pass-through or indexing of fuel costs to our customers.

We partner with recognized leaders in the independent power business to operate and maintain our projects, including
Caithness, Cogentrix and Western. Under these operation, maintenance and management agreements, the operator istypically
responsible for operations, maintenance and repair services.
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Atlantic Power Corporation is organized under the laws of the Province of British Columbia. Our registered officeis

located at 355 Burrard Street, Suite 1900, Vancouver, British Columbia, Canada VV6C 2G8 and our headquarters are located at

200 Clarendon Street, Floor 25, Boston, Massachusetts, USA 02116. Our website is atlanticpower.com. Information
contained on our website is not part of this prospectus.

We completed our initial public offering on the TSX in November 2004. At the time of our initial public offering, or
IPO, our publicly traded security was an |PS, each of which was comprised of one common share and Cdn$5,787 principal
value of 11% subordinated notes due 2016. On November 17, 2009, our shareholders approved a conversion from the IPS
structure to atraditional common share structure. Each I PS has been exchanged for one new common share and each old
common share that did not form part of an IPS was exchanged for approximately 0.44 of a new common share. Our shares
trade on the TSX under the symbol "ATP" and began trading on the NY SE under the symbol "AT" on July 23, 2010.

History of Our Company

Atlantic Power Corporation is a Canadian corporation that was formed in 2004. The following timeline illustrates
significant events in the devel opment of our business since our initia public offering. Further details about these events are

included below:
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Chambers
Project

2004 2005
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Acquired Path 15
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Nov ‘07
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remaining 50%
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Project

Nov ‘08
Cdn$0.034 per IPS
distribution
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Onondaga

Venture
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Power Partners, LP

Rollcast Energy,

Renewables Joint

Oct ‘09
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company, mgmt.
internalization and
planned NYSE

listing Dec ‘09
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redemption of
subordinated notes

Q32010
Listed on NYSE

Jul ‘10

Acquired 27.6%
interest in 183MW
Idaho Wind Partners

Nov ‘09

Sale of interests
in Stockton and
Mid Georgia

We used the proceeds from our | PO to acquire a 58% interest in Atlantic Power Holdings, LLC (now Atlantic Power
Holdings, Inc., which we refer to herein as "Atlantic Holdings") from two private equity funds managed by ArcLight Capital
Partners, LLC and from Caithness. Until December 31, 2009, we were externally managed by Atlantic Power

Management, LLC, an affiliate of ArcLight. Under this external management arrangement, ArcLight provided administrative

and office support services to us and was required to give us the opportunity to pursue investment opportunities that did not

fit ArcLight'sinvestment guidelines for its private equity funds. At the time of our 1PO, Atlantic Holdings was granted aright

of first offer related to ArcLight'sinterest in 11 power generating
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projects. Our acquisitions of a 40% interest in the Chambers project in 2005 and the Auburndal e project in 2008 were
completed under the terms of this right of first offer, which has since expired.

In August 2005, we acquired Epsilon Power Partners, LLC, which owns a 40% interest in the Chambers project, for
approximately $63 million in cash and the assumption of $43 million in non-recourse debt.

In September 2006, we acquired 100% of the equity interestsin Trans-Elect NTD Holdings Path 15, LLC (Path 15),
which has since been renamed Atlantic Path 15 Holdings, LLC, which indirectly owns approximately 72% of the
transmission system rights in the transmission line upgrade along the Path 15 transmission corridor located in central
Cadlifornia. The purchase price was approximately $78.4 million.

In December 2006, we completed a private placement of 8,600,000 IPSs and Cdn$3.0 million principal amount of
separate subordinated notes to three institutional investors. In February 2007, we used the net proceeds of the private
placement to increase our ownership in Atlantic Holdings to 100%.

In December 2007, we increased our ownership interest in the Pasco project from 50% to 100%.

In November 2008, we acquired a 100% ownership interest in Auburndale Power Partners, L.P, which ownsthe
Auburndale project for a purchase price of $139.9 million, subject to customary adjustments for working capital. The
acquisition was funded with cash on hand, a $55 million borrowing under our credit facility and non-recourse acquisition debt
of $35 million. The non-recourse acquisition debt associated with this transaction amortizes fully over the remaining term of
the project's power purchase agreement.

In the first quarter of 2009, we transferred our remaining net interest in Onondaga Cogeneration Limited Partnership, at
net book value, into a 50% owned joint venture, Onondaga Renewables, LL C, which is engaged in the redevelopment of the
Onondaga project into a40 MW biomass power plant.

In March 2009, we acquired a 40% equity interest in Rollcast Energy, Inc., a North Carolina corporation. Rollcast isa
developer of biomass power plants in the southeastern U.S. with five, 50 MW projectsin various stages of development. In
March 2010, we agreed to invest $2.0 million to increase our ownership interest in Rollcast to 60%. Under the terms of the
agreement, $1.2 million of the investment was made in March 2010 and the remaining $0.8 million was made in April 2010.
Asaresult of thisadditional investment, we began to consolidate our investment in Rollcast beginning March 1, 2010.
Pursuant to the terms of our investment in Rollcast, we have the option, but not the obligation, to invest directly in biomass
power plants under development by Rollcast.

In October 2009, we agreed to pay ArcLight an aggregate of $15 million to terminate its management agreements with
us, satisfied by a payment of $6 million on the termination date of December 31, 2009, and additiona payments of
$5 million, $3 million and $1 million on the respective first, second and third anniversaries of the termination date. In
connection with the termination of the management agreements, we hired all of the then-current employees of Atlantic Power
Management and entered into employment agreements with its officers.

In April 2010, Rollcast entered into a construction agreement for a 53.5 MW biomass project, known as Piedmont Green
Power, to be located in Barnesville, Georgia. We are currently in advanced discussions that we expect will lead to our
commitment to invest up to $75 million in the Piedmont Green Power project, representing substantialy all of the equity
interests in the project. We intend to use a sole arranger to syndicate project-level debt financing for Piedmont. Construction
on the project is scheduled to begin in the third quarter of 2010. The Piedmont Green Power project has obtained a 20-year
PPA with Georgia Power Company which includes an adjustment related to the cost of biomass fuel for the plant.

73




On July 2, 2010, we acquired a 27.6% equity interest in Idaho Wind Partners 1, LLC ("IWP" or "ldaho Wind") for
approximately $40 million. IWP recently commenced construction of a 183 MW wind power project located near Twin Falls,
Idaho, which is currently scheduled to be completed in late 2010 or early 2011. IWP has 20-year fixed-price PPAs with Idaho
Power Company. Our investment in WP was funded with cash on hand and a $20 million borrowing under our senior credit
facility. Our investment in IWP will be accounted for under the equity method of accounting.

Our Competitive Strengths

- Diversified Projects. Our power generation projects have an aggregate gross electric generation capacity of
approximately 1,823 MW, and our net ownership interest in the el ectric generation capacity of these projectsis
approximately 808 MW. Our power generation projects are diversified by geographic location, electricity and steam
customers, and project operators. These projects are generally located in the deregulated and more liquid electricity
markets of New England, New Y ork, Mid-Atlantic, Californiaand Texas, or are located in regions of relatively
high electricity demand growth such as Florida and New Mexico.

Our power transmission project, known as the Path 15 project, is an 84-mile, 500-kilovolt transmission line built in
order to aleviate north-south transmission congestion in California. It is atraditional rate-base asset whose
revenues are regulated by the Federal Energy Regulatory Commission ("FERC") and is operated by Western, aU.S.
Federal power agency.

e Strong Customer Base. Our customers are generally large utilities, and other parties with investment-grade credit
ratings. The largest customers of our power generation projects are Progress Energy Florida, Inc. ("PEF"), Tampa
Electric Company ("TECQO"), and Atlantic City Electric ("ACE"), which purchase approximately 40%, 15% and
11%, respectively, of the net electric generation capacity of our projects. No other electric customer purchases more
than 7% of the net electric generation capacity of our power generation projects.

e Leading Third-Party Managers. Our power generation projects rely on a number of different operators for their
operation, which are generally recognized leaders in the independent power business. Affiliates of Caithness,
Cogentrix and Babcock and Wilcox Power Generation Group, Inc. operate projects representing approximately
49%, 21% and 9%, respectively, of the net electric generation capacity of our power generation projects. No other
operator is responsible for the operation of projects representing more than 8% of the net electric generation
capacity of our power generation projects.

e Stability of Project Cash Flow. Each of our power generation projects has been in operation for over ten years.
Cash flows from each project are generally supported by energy sales contracts with investment-grade utilities and
other sophisticated counterparties. We believe that each project's combination of PPA(s), fuel supply agreement(s)
and/or commodity hedges help stabilize operating margins as fuel prices fluctuate.

Our Objectives and Business Strategy

Our objectives include maintaining the stability and sustainability of dividends to shareholders and to maximize the
value of our company. In order to achieve these objectives, we intend to focus on enhancing the operating and financial
performance of the projects and on pursuing additional acquisitions primarily in the electric power industry in the U.S. and
Canada.

74




Organic Growth
We intend to enhance the operation and financial performance of our projects through:

e optimization of commercial arrangements such as PPAS, fuel supply and transportation contracts, steam sales
agreements, and operations and maintenance agreements,

e achievement of improved operating efficiencies;
»  upgrade or enhancement of existing equipment or plant configurations; and
e expansion of existing projects.

Successfully extending PPAs and fuel agreements may facilitate refinancings that provide capital to fund growth
opportunities.

Extending PPAs Following Their Expiration

PPAsin our portfolio have expiration dates ranging from 2010 to 2037. In each case, we plan for expirations by
evaluating various options in the market for maximizing project cash flows. New arrangements may involve responses to
utility solicitations for capacity and energy, direct negotiations with the original purchasing utility for PPA extensions,
arrangements with creditworthy energy trading firms for tolling agreements, full service PPASs or the use of derivatives to
lock in value. We do not assume that pricing under existing PPAs will necessarily be sustained after PPA expirations, since
most original PPAsincluded 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.

Acquisition and I nvestment Strategy

We believe that new electricity generation projects will be required in the United States and Canada over the next
several years as aresult of growth in electricity demand, transmission constraints and the retirement of older generation
projects due to obsolescence or environmental concerns. Thereis also avery active secondary market for existing projects.
We intend to expand our operations by making accretive acquisitions with afocus on power generation, transmission,
distribution and related facilities in the United States and Canada. We may aso invest in other forms of energy-related
projects, utility projects and infrastructure projects, as well as additional investments in development stage projects or
companies where the prospects for creating long-term predictable cash flows are attractive. Since the time of our initial public
offering on the TSX in 2004, we have twice acquired the interest of another partner in one of our existing projects and will
continue to look for such opportunities.

Our senior management has significant experience in the independent power industry and we believe the experience,
reputation and industry relationships of our management team will provide us with enhanced access to future acquisition
opportunities.

Acquisition Guidelines
We use the following general guidelines when reviewing and evaluating possible acquisitions:
» each acquisition or investment should result in an increase in cash available for distribution to shareholders;
* inthe case of an acquisition of power generation facilities, facilities with long-term PPAs with major electrical
utilities or other creditworthy customerswill be preferred; and, for facilities without such agreements, market

electricity price assumptions used in acquisition evaluations will be obtained from a recognized independent source;
and
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« inthecase of an acquisition of a power generation facility, the expected useful life of the facility and associated
structures will, with regular maintenance, be long enough to conform with our objective of providing stable
long-term dividends to sharehol ders.

Power Industry Overview

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.

In the independent power generation sector, electricity is generated from a number of sources, including natural gas,
coal, water, waste products such as biomass (e.g., wood, wood waste, agricultural waste), landfill gas, geothermal, solar and
wind. According to the North American Electric Reliability Council's Long-Term Reliability Assessment, published in
December 2009, summer peak demand within the United States in the ten-year period from 2009 through 2018 is projected to
increase 14.8%, while winter peak demand in Canada is projected to increase 8.8%.

The Non-Utility Power Generation Industry

Our 12 power generation projects are non-utility electric generating facilities that operate in the U.S. electric power
generation industry. The electric power industry is one of the largest industries in the United States, generating retail
electricity sales of approximately $365 billion in 2008, based on information published by the Energy Information
Administration. A growing portion of the power produced in the United States is generated by non-utility generators.
According to the Energy Information Administration, there were approximately 8,287 non-utility generators representing
approximately 471 gigawatts of capacity in 2008, the most recent year for which datais available, (equal to 47% of total
generating plants and 43% of nameplate capacity). Non-utility generators 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.

Based on our experience in the acquisition market since our PO, as well as transactions we are currently evaluating for
potential investment, we believe that an active secondary market for power generation projects will continue to provide us
with meaningful acquisition and growth opportunities.
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Our Power Projects

The following table outlines our portfolio of power generating and transmission assets in operation and under
construction as of August 9, 2010, including our interest in each facility. Management believes the portfolio is well
diversified in terms of electricity and steam buyers, fuel type, regulatory jurisdictions and regional power pools, thereby
partially mitigating exposure to market, regulatory or environmental conditions specific to any single region.

A corporate organizational chart, which includes all our operating and development projects, isincluded on the
following page.

Power Customer
Location Total Economic Accounting Net Electricity Contract S&P Credit

Project Name (State) Type MW Interest” Treatment Mw® Purchaser Expiry Rating
Auburnddle Florida Naturd Gas 155 100.00% C 155 PEF 2013 BBB+
Lake Florida Naturdl Gas 121 100.00% C 121 PEF 2013 BBB+
Pasco Florida Naturdl Gas 121 100.00% C 121 TECO 2018 BBB
Chambers New Jersey Cod 22 40.00% E 89" ACE 2024 BBB

16 DuPont 2024 A
Path 15 Cdifornia~ Transmission N/A 100.00% c N/A Cdlifornia UilifesviaCAISO® NA®  BBBH+toA”
Orlando Florida Naturdl Gas 129 50.00% E 46 PEF 2023 BBB+

19 Reedy Creek Improvement Ditrict 2013° AP
Sdkirk New York Naturd Gas 5 770%™ E u Merchant N/A NIR

4 Consolidated Edison 2014 A-
Gregory Texas Natural Gas 400 17.10% E 59 Fortis Energy Marketing and Trading 2013 A-

9 Sherwin Alumina 2020 NR

Topsham™ Mane Hydro 14 50.00% E 7 Central Maine Power 011 BBB+
Badger Creek Cdifornia Naturdl Gas 46 50.00% E 23 Pacific Gas & Electric 2011 BBB+
Rumford Maine Codl/Biomass & 26.40% E 2 Rumford Paper Co. 2010 NR
KomaKulshan Washington Hydro 13 49.80% E 6 Puget Sound Energy 2037 BBB
Delta-Person New Mexico Naturd Gas 132 40.00% E 53 PNM 2020 BB-
Idaho Wind Idaho Wind 18 21.56% E 51 |daho Power Co. 2030 BBB

@ Except as otherwise noted, economic interest represents the percentage ownership interest in the project held indirectly by Atlantic Power.

@ Accounting Treatment: C—Consolidated; and E—Equity Method of Accounting (for additional details, see Note 2 of the accompanying
consolidated financial statementsfor the year ended December 31, 2009).

@ Represents our interest in each project's electric generation capacity based on our economic interest.

@ Includes separate power sales agreement in which the project and ACE share profits on spot sales of energy and capacity not purchased by ACE

under the base PPA.

® California utilities pay TACsto CAISO, who then pays owners of TSRs, such as Path 15, in accordance with its FERC approved annual revenue

requirement.
©®  path 15 isa FERC regulated asset with a FERC-approved regulatory life of 30 years: through 2034.

@ Largest payers of fees supporting Path 15's annual revenue requirement are PG& E (BBB+), SoCal Ed (BBB+) and SDG&E (A). CAISO imposes
minimum credit quality requirements for any participants of A or better unless collateral is posted per CAISO imposed schedule.

®  Upon the expiry of the Reedy Creek PPA, the associated capacity and energy will be sold to PEF.

®  Fitch rating on Reedy Creek Improvement District bonds.

19 Represents our residual interest in the project after all priority distributions are paid, which is estimated to occur in 2012.



@ We own our interest in this project as a lessor.

42 project currently under construction and is expected to be completed in late 2010 or early 2011.
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The following corporate organization chart includes all of our operating and development projects:
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Our projects are organized into the following six business segments:

*  Auburndale e Chambers

. Lake . Path 15

e« Pasco e Other Project Assets
Auburndale Segment

General Description

The Auburndale Segment consists of a 155 MW dual-fired (natural gas and oil), combined-cycle, cogeneration plant
located in Polk County, Florida, which commenced operations in July 1994. We own 100% of the Auburndale project, which
isa"qualifying facility" (or "QF") under the rules promulgated by FERC. We acquired Auburndale from ArcLight Energy
Partners Fund I, L.P. and Calpine Corporation in a transaction that was completed on November 21, 2008.

Auburndale islocated on an 11-acre site in the City of Auburndale, Florida. Capacity and energy from the project is sold
to PEF under three PPAs expiring at the end of 2013. Auburndale typically operates as a mid-merit generator, which means
that it is called upon by PEF to run during periods of peak electricity demand on most weekdays and occasionally during
periods of lower eectricity demand. Steam is supplied to Florida Distillers Company and Cutrale Citrus Juices USA, Inc. The
Florida Distillers steam agreement is renewed annually, and the Cutrale Citrus Juices steam agreement expiresin 2013.

Auburndal e has non-recourse debt outstanding of $26.6 million as of June 30, 2010 which is required to be fully
amortized over the term of its PPAs expiring in 2013. See "Project-Level Debt" on page 61 of this prospectus for additional
details. Atlantic Power has provided letters of credit in the total amount of $13.4 million to support certain Auburndale
obligations: $5.5 million to support its debt service reserve, $4.4 million to support its PPA, and $3.5 million to support its
fuel supply agreement.

Power Purchase Agreement

Auburndale sells electricity to PEF under three PPAs expiring at the end of 2013. Under the largest of the PPAS,
Auburndale sells 114 MW of capacity and energy. An additional 17 MW of committed capacity is sold under two identical
8.5 MW agreements with PEF. Revenue from the sale of eectricity under the three PPAs consists of capacity payments based
on afixed schedule of prices, and energy payments. Capacity payments under the largest PPA are dependent on the plant
maintaining a minimum on-peak capacity factor of 92 percent on arolling twelve-month average basis. On-peak capacity
factor refersto the ratio of actual electricity generated during periods of peak demand to the capacity rating of the plant
during such periods. The project has achieved the minimum on-peak capacity factor continuously since commercial
operation. Capacity payments under the smaller two agreements are dependent on the project maintaining a minimum
on-peak capacity factor of 70 percent. Energy payments under the largest PPA are comprised of afuel component based on
the delivered cost of coal at two PEF-owned coal-fired generating stations and a component intended to recover operating and
maintenance costs. Energy payments under the smaller two agreements are based on the lesser of PEF's actual avoided energy
cost or an energy price index based on the delivered fuel cost at a specific coal-fired power plant owned by TECO.

Steam Sales Agreement

Auburndale provides steam to Florida Distillers and Cutrale Citrus Juices under two separate steam purchase
agreements. The Florida Distillers agreement automatically extends on an annual basis, and can be terminated by either party
with 90 days notice. The Cutrale Citrus Juices agreement terminates on December 31, 2013 and contains automatic two-year

renewal terms.
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Fuel Supply Arrangements

Auburndal e receives the majority of its required natural gas through a gas supply agreement with El Paso Merchant
Energy, L.P. that expires on June 30, 2012. Under the agreement, El Paso provides afixed amount of gason adaily basis.
The gas price is based on a fixed schedule of prices that escalate annually and is below current market prices. At historic
utilization rates, the gas supplied under the El Paso contract has accounted for approximately 80% of the gas required by the
project under its PPA commitments and the remaining required fuel is purchased at spot prices.

The required natural gas for the project is delivered through firm gas transportation agreements with Central Florida Gas
Company ("Florida Gas") and Florida Gas Transmission Company and is transported through the gas distribution system
owned by Peoples Gas Transmission, Inc. ("Peoples Gas'). The gas transportation agreements are co-terminus with the PPAS,
expiring on December 31, 2013.

Operations & Maintenance

The Auburndale project is operated and maintained by an affiliate of Caithness. In 2006, Auburndale entered into a
maintenance agreement with Siemens Energy, Inc. for the long-term supply of certain parts, repair services and outage
services related to the gas turbine. The term of the maintenance agreement is dependent on the timing of completion of a
certain number of maintenance inspections and is expected to expirein late 2012.

Auburndal e entered into an agreement with TECO to transmit electric energy from the project to PEF. The agreement
expiresin 2024, unless extended as provided for in the agreement. Auburndal€'s cost for these servicesis based on a
contractual formula derived from TECO's cost of providing such services.

Factors Influencing Project Results

Auburndale derives a significant portion of its revenue through capacity payments received under the PPAs with PEF. In
the event the project's on-peak capacity factor falls below a specified level, capacity payments will be adjusted downward or
terminated altogether. Since it began commercial operation, the project has received full capacity payments.

During the term of the gas supply agreement, approximately 80% of the natural gas required to fulfill the project's PPAs
is purchased at fixed prices. The remainder of the natural gasis purchased on the spot market. As aresult, the project's
operating margin is exposed to changes in spot market natural gas prices because the PPAs do not pass through those price
changes to PEF. In order to mitigate this risk, Auburndale has entered into a series of financial swaps that effectively fix the
price of natural gas to be purchased.

The following table summarizes the hedge position related to natural gas requirements to satisfy Auburndale's PPAs as
of August 12, 2010:

2010 2011 2012 2013
Amount of gas volumes currently hedged:
Contracted at fixed prices 80% 80% 40% 0%
Financially hedged with swaps 15% 13% 32% 79%
Total 95% 93% 2% 79%
Average price of financially hedged volumes (per Mmbtu)(US$) $ 630 $ 668 $ 651 $ 692

We will continue to periodically analyze whether to execute further hedge transactions intended to mitigate natural gas
price exposure at Auburndale through the expiration of the PPAswith PEF.
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The energy portion of Auburndal€e's revenue under the largest PPA with PEF isimpacted by changes in the price of coal
purchased by two power plants in Florida owned by PEF. Because these power plants purchase a significant portion of their
coal through contracts of varying lengths, the price of coal burned at those plantsis not directly correlated with changesin
spot coal prices. Accordingly, changes in the price of coal procured by these two power plants will impact Auburndale's
energy revenue.

Lake Segment
General Description

The Lake Segment consists of a 121 MW dual-fuel, combined-cycle QF cogeneration plant located in Florida, which
began commercial operation in July 1993. We own 100% of the Lake project. In late 2007, the existing combustion turbines
at the facility were upgraded to increase their efficiency by approximately 4% and output from 110 MW to 121 MW.

The Lake project is located on a 16-acre site at a citrus processing facility in Umatilla, Florida. Lake sells all of its
capacity and electric energy to PEF under the terms of a PPA expiring in July 2013. The project is operated as a mid-merit
facility typically running during 11 peak hours daily. Steam is sold to Citrus World, Inc. for use at its citrus processing
facility and is also used to make distilled water in distillation units.

The Lake project does not have any debt outstanding. Atlantic Power has provided a $4.3 million letter of credit in favor
of PEF to support the Lake project's obligations under its PPA.

Power Purchase Agreement

Electricity is sold to PEF pursuant to a PPA that expires on July 31, 2013. Revenues from the sale of electricity consist
of afixed capacity payment and an energy payment. Capacity payments are subject to the project maintaining a capacity
factor of at least 90% during on-peak hours (11 hours daily), on a 12-month rolling average basis. Lake is subject to
reductionsin its capacity payment should it not achieve the 90% on-peak capacity factor. The project generally has achieved
the minimum on-peak capacity factor continuously since commercial operation. Energy payments are comprised of a fuel
component based on the cost of coal consumed at two PEF-owned coal-fired generating stations, a component intended to
recover operations and maintenance costs, a voltage adjustment and an hourly performance adjustment. During off-peak
hours, energy payments are made in accordance with a prescribed formula based on the price of natural gas, although Lake
usually does not operate during off-peak hours.

Seam Sales Agreement

The Lake project provides steam to Citrus World under a steam purchase agreement that expiresin 2013. The project
also supplies steam to an affiliate that uses steam to make distilled water, which is sold to unaffiliated third parties.

Fuel Supply Arrangements

The natural gas requirements for the facility are provided by Iberdrola Renewables, Inc. and TECO Gas Services, Inc.
("TGS"). Both the Iberdrola and TGS agreements contain market index based prices, commenced on July 1, 2009 and expire
on July 31, 2013.

Natural gasistransported to the project from supply pointsin Texas, Louisiana and Mississippi to Florida under
contracts with Peoples Gas System, Inc.
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Operations & Maintenance
The Lake project is operated and maintained by an affiliate of Caithness.

Lake also has a contractual services agreement and a lease engine agreement in place with General Electric (or "GE").
The contractual services agreement provides for planned and unplanned maintenance on the two gas turbines at the plant. The
lease engine agreement provides temporary replacement gas turbines to L ake to support operations when the L ake turbines
require significant maintenance.

Factors Influencing Project Results

The Lake project derives a significant portion of its operating margin through capacity revenues received under the PPA
with PEF. In the event the facility's on-peak capacity factor falls below a specified level, capacity payments will be adjusted
downward, although the project has rarely experienced such reductions. During the term of the current gas supply agreement,
effective July 1, 2009, Lake's operating margins are exposed to changes in natural gas prices through the end of the PEF PPA
in 2013. As aresult, we have entered into a series of financial swaps that effectively fix the price of natural gas supplied to
Lake thereby reducing fuel price risk.

The following table summarizes the volumes hedged relative to natural gas requirements under Lake's PPA as of
August 12, 2010:

2010 2011 2012 2013
Amount of gas volumes currently hedged:
Contracted at fixed prices 0% 0% 0% 0%
Financially hedged with swaps 80% 78% 90% 65%
Total 80% 78% 90% 65%
Average price of financially hedged volumes (per Mmbtu)(US$) $ 711 $ 652 $ 6900 $ 7.05

We will continue to analyze whether to execute further hedge transactions to mitigate natural gas price exposure at Lake
through expiration of the PPA with PEF.

The energy portion of Lake's revenue under the PPA with PEF isimpacted by changes in the price of coal used by two
of their power plantsin Florida. Because these power plants secure a significant portion of their coal through contracts of
varying lengths, the price of coal burned at those plants does not move in tandem with changes in spot coal prices.

The energy payment under the PPA includes a performance adjustment. For energy deliveriesin excess of contracted
capacity to PEF during on-peak periodsin which the system price for energy exceeds the PPA energy rate, the project
receives the then as-available energy rate, determined according to regulatory methodology. Conversely, when the project is
not available and is dispatched by PEF, the project incurs negative performance adjustment charges corresponding to the
difference between the then as-available energy rate and the PPA energy rate.

Pasco Segment
General Description

The Pasco Segment consists of the 100% owned Pasco project, a 121 MW dua fuel, combined-cycle, cogeneration plant
located in Dade City, Florida, which began commercial operationsin 1993 as a QF. With the expiration of the original PPA
with PEF in 2008, and the commencement of the tolling agreement with TECO in 2009, Pasco self-certified with the FERC
as an exempt wholesale generator
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and was no longer required to maintain QF status. The project ownsthe 2.7 acre site approximately 45 miles north of Tampa,
Florida.

Power Purchase Agreement

Electricity is sold to TECO pursuant to atolling agreement that commenced on January 1, 2009 and expires on
December 31, 2018. Under the tolling agreement, TECO purchases the project's capacity and conversion services. Pasco
converts fuel supplied by a TECO affiliate into electricity. Revenues consist of capacity payments, start-up charges, variable
payments based on the amount of electricity generated and heat rate bonus payments based on the actual efficiency of the
plant versus the contract efficiency. Atlantic Power has provided a $10 million letter of credit in favor of TECO to support the
project's obligations under the tolling agreement.

In exchange for obtaining the right to sell any potentia excess emissions allowances from the plant, TECO accepted
financial responsibility for any costs associated with additional allowances required and changes to environmental laws,
including state or federal carbon legislation.

Fuel Supply Arrangements

Under the terms of the tolling agreement, TECO isresponsible for the fuel supply and is financially responsible for fuel
transportation to the project.

Operations & Maintenance
The Pasco project is operated and maintained by an affiliate of Caithness.

Pasco also has a services agreement and a lease engine agreement in place with GE. The services agreement provides for
discounts for planned and unplanned maintenance on the project's two natural gas turbines, and commits the project to use
GE for gas turbine maintenance activities. Under the |ease engine agreement, GE rapidly provides temporary replacement
natural gas turbinesto the project to support operations when the project's turbines are removed from the site for significant
mai ntenance.

Factors Influencing Project Results

The Pasco project derives the mgjority of its revenues under the tolling agreement with TECO through capacity
payments. In the event the project does not maintain certain levels of availability, the capacity payments will be reduced.
Based on historical performance, we expect the project to continue to exceed the availability requirement of 93% in the
summer and 90% in the winter. A portion of the project's operating margin is based on three variable payments from TECO,
consisting of a variable operation and maintenance charge, a start charge and a heat rate bonus. As aresult, the project
achieves a variable margin during periods of operation; and as aresult, the level of variable margin isimpacted by how often
the plant is called on to produce electricity.

Chambers Segment
General Description

The Chambers Segment consists of our 40% equity investment in the Chambers project, a 262 MW pulverized coal-fired
cogeneration facility located at the E.I. du Pont de Nemours and Company Chambers Works chemical complex near Carney's
Point, New Jersey, which began commercial operation in March 1994 as a QF. Affiliates of Goldman Sachs Group, Inc. and
Energy Investors Funds, an established private equity fund manager that investsin the U.S. energy and electric power sector,
in the aggregate hold 60% of the general partner interests. Chambers sells electricity to ACE under two separate power
purchase agreements, a"Base PPA" and a power sales agreement. Historically, the project has operated as a basel oad plant,
however, during periods of low energy
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market pricing, the facility hasrun at partial or minimum load. Steam and electricity are sold to DuPont pursuant to an energy
services agreement. The project siteisleased from DuPont. Under the terms of the ground |ease, DuPont has aright to
purchase the project within 60 days of the lease expiration in 2024, or upon earlier termination of the lease, at fair market
value.

Chambers financed the construction of the project with a combination of term debt due March 31, 2014 and New Jersey
Economic Development Authority bonds due July 1, 2021. The term loan is expected to amortize over its remaining term,
while the bonds are repayable at maturity. Both are non-recourse to Atlantic Power. Our 40% share of the total debt
outstanding at the Chambers project as of June 30, 2010 is $80.6 million. See "Project-Level Debt" on page 61 of this
prospectus for additional details.

Epsilon Power Partners, L.P., our wholly-owned subsidiary, directly owns our interest in Chambers. Epsilon has
outstanding debt of $37.0 million as of June 30, 2010 which fully amortizes by its final maturity in 2019 and is non-recourse
to Atlantic Power. See "Project-Level Debt" on page 61 of this prospectus for additional details.

Power Purchase Agreements
Base PPA

The 30-year term of the Base PPA with ACE expiresin 2024. ACE has agreed to purchase 184 MW of capacity and has
dispatch rights for energy of up to 187.6 MW during the summer season (May 1 to October 31) and 173.2 MW during the
winter season (November 1 to April 30). The project must be available to deliver power to ACE at 90% of the average
availabhility rate of a specific group of mid-Atlantic generating stations. Capacity prices are determined using a fixed price
with a capacity factor adjustment. The energy payment under the Base PPA is divided between on-peak and off-peak periods
and linked to a coal index that isidentical to the project's coal supply contract escalation provisions. Chambersis guaranteed
aminimum energy payment equivalent to 3,500 hours of operation per contract year, whether or not it has dispatched that
many hours, provided the project is available for energy production for at least 3,500 hours during the course of the contract
year.

DuPont Energy Services Agreement

DuPont purchases all its electrical needs for its Chambers Works chemical complex from the Chambers project, subject
to a peak requirement of 40 MW, under the energy services agreement. The initial term of the agreement expires in 2024 but
will continue thereafter unless terminated by at least 36 months prior written notice. The electricity sold under the agreement
contains a fixed price, which is adjusted quarterly by the lesser of either: (i) the price of coal delivered to the facility; and
(i1) the change in ACE's average retall rate.

In December 2008, Chambers filed suit against DuPont for breach of the energy services agreement related to unpaid
amounts associated with disputed price change calculations for el ectricity. DuPont subsequently filed a counterclaim for an
unspecified level of damages. In the event the dispute cannot be resolved through settlement, atrial is expected in the second
half of 2010. We do not believe that the outcome of this litigation will have a material impact on Atlantic Power.

Power Sales Agreement

Energy generated at the Chambers project in excess of amounts delivered to ACE under the Base PPA and to DuPont is
sold to ACE under a separate power sales agreement. Under this agreement, energy that ACE does not find economically
attractive at the Base PPA's energy rate, but which may be cost effective to sell into the spot market ("Undispatched Energy"),
may be self-scheduled by the project to capture additional profits. Margins on Undispatched Energy sales are shared between
ACE
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(40%) and the project (60%). Energy not committed to ACE under the Base PPA and not called upon by DuPont under the
energy services agreement may also be sold into the market under a similar margin sharing arrangement with ACE (30% to
ACE and 70% to Chambers). The agreement also provides for the sale by Chambers into the market of capacity not
contracted under the Base PPA pursuant to the same margin sharing arrangement with ACE (30% to ACE and 70% to
Chambers).

The power sales agreement expired in July 2010 and we entered into a one-month extension in order to negotiate the
terms of a new power sales agreement.

Seam Sales Agreement

Some of the steam generated at the Chambers project is sold to DuPont under the energy services agreement, which
expiresin 2024, but will continue in effect thereafter unless terminated by either party on at least 36 months prior notice. The
agreement requires steam to be provided to DuPont up to the peak steam requirement levels that vary throughout the year.
DuPont may purchase steam in excess of the peak steam requirement from any third party, subject to Chambers' right of first
refusal to provide steam at the same price. Subject to certain conditions, DuPont has the option to construct and operate its
own steam generation facility after 2014. DuPont is required to purchase a minimum quantity of steam necessary for the
project to maintain its status as a QF. The steam price is subject to quarterly adjustments based on the price of coal delivered
to the project. DuPont has the option in certain circumstances to take over operation of the steam facility in the event of
prolonged failure to deliver steam.

Fuel Supply Arrangements

Codl is supplied to the Chambers project pursuant to a coal purchase agreement with Consol Energy Inc. ("Consol"),
which expiresin 2014 and is subject to afive to ten-year renewal based on good faith negotiations. The agreement governs
the sale of coal (including transportation) to the project and the disposal of related ash. Consol is obligated to supply the
entire coal requirements for the project, which may include stockpiling. The price escalator under the Base PPA with ACE
uses the same index as the coal supply agreement (average coa cost of 25 mid-Atlantic region coal power plants), effectively
passing through changesin coal pricesto ACE.

Operations & Maintenance

Operations and maintenance of the Chambers project is performed pursuant to an agreement with Cogentrix, which
expiresin April 2014. Thereafter, the agreement will be automatically renewed for periods of five years until terminated by
either party on six months notice. Cogentrix is paid a base annual fee in addition to cost reimbursement. Cogentrix is also
eligible for performance fees based on facility net availability, efficiency and excess energy optimization, and is eligible for
an additional management performance bonus. The majority owner of the project is currently in the process of transferring
management services from Cogentrix to Power Plant Management Services. We expect this transition to be completein late
August 2010.

Regional Greenhouse Gas Initiative

With New Jersey's implementation of the RGGI on January 1, 2009, the Chambers project was required to obtain carbon
dioxide ("CO,") allowances in an amount corresponding to the CO, emissions of the facility. Previously in 2008, the State of
New Jersey passed |egislation that provided for the sale of CO, allowances at the price of $2.00 per alowance to certain
generating facilities which were certified by the New Jersey Department of Environmental Protection ("NJDEP"). Chambers
received this certification from the NJDEP in late 2009. Earlier in 2009, the project purchased approximately 480,000
allowances through the quarterly RGGI auctions and broker purchases. In
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December 2009, Chambers purchased 2.1 million allowances from the NJDEP at the price of $2 per allowance. A portion of
the NJDEP purchase, in combination with the previously purchased allowances, satisfies the project's RGGI compliance
requirements for 2009. The remainder of the 2009 NJDEP allowance purchase will be used to meet the 2010 requirements
along with 2010 NJDEP allowance purchases.

Factors Influencing Project Results

The Chambers project derives a significant portion of its operating margin through capacity revenues received under the
Base PPA.. In the event the facility does not maintain a minimum level of availability under the Base PPA, the project's
capacity payments from ACE would be reduced or eliminated, although it has never experienced such a reduction. Energy
sales under the Base PPA are expected to generate positive margins due to the effective hedging of energy prices and coal
costs through the use of identical indexing in the energy payment under the Base PPA and the coal prices under the coal
supply contract. While the indexing isidentical, adjustments to the energy price under the Base PPA occur annually, whereas
coal price adjustments occur quarterly.

During periods of low spot market electricity prices, energy sales margins may be negatively impacted due to the pricing
structure under the Base PPA and power sales agreement. ACE will reduce purchases under the Base PPA to the minimum
requirement when the spot electricity price is below the price under the Base PPA. When spot market prices drop below the
Base PPA price, but exceed the project's variable production cost, ACE pays for energy based on the power sales agreement,
under which a portion of the margin above the project's production cost is shared with ACE. In the unusual situation when the
spot electricity priceisin excess of the Base PPA but less than the project's variable production cost (which may occur during
off-peak periods), Chambersis required to sell energy to ACE at below its production cost. In some cases, the project is
further negatively impacted by the facility's reduced fuel efficiency while operating at partial |oad to minimize operating at a
negative margin.

The debt at our wholly-owned Epsilon holding company includes restrictions on the upstream distribution of our share
of partner distributions from Chambers. Cash flow from Chambers may be held in a reserve account by Epsilon's lender to the
extent certain debt service coverage ratios are not achieved. Upon meeting the coverage ratio requirements, funds are
distributed to us.

Path 15 Segment
General Description

The Path 15 Segment consists of our ownership of 72% of the TSRs in the Path 15 project, an 84-mile, 500-kilovolt
transmission line built along an existing transmission corridor in central California. The Path 15 project commenced
commercial operationsin 2004. The Path 15 project facilitates the movement of power from the Pacific Northwest to
southern Californiain the summer months and from generators in southern California to northern Californiain the winter
months. The TSRs entitle us to receive an annual revenue requirement that is regulated by the FERC The annual revenue
requirement is collected from California utilities and remitted to owners of TSRs by the California Independent System
Operator ("CAISQO").

The Path 15 project and right of way is owned and operated by the Western Area Power Administration, aU.S. Federal
power agency that operates and maintains approximately 17,000 miles of transmission lines. The operation of the Path 15
project consists entirely of the transmission of electric power, which is not subject to the same operating risks of a power
plant or the volatility that may arise from changesin the price of electricity or fuel.
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The CAISO isanot-for-profit corporation that acts as a clearinghouse to settle third-party transactions involving the
purchase and sale of power in California. Owners of transmission assets must place their assets under the operational control
of the CAISO by entering into a standard transmission control agreement with them. In general, the CAISO coordinates the
dispatch of power generation and manages the reliability of, and provides open access to, the transmission grid.

Three of our wholly-owned subsidiaries have incurred non-recourse debt relating to our interest in the Path 15 project.
Total debt outstanding at the Path 15 project as of June 30, 2010 is $157.6 million, which is required to fully amortize over
their remaining term ending 2028. See "Project-Level Debt" on page 61 of this prospectus for additional details. We have
provided letters of credit totaling $8.4 million to support these debt service obligations.

Annual Revenue Requirement—FERC Rate Case

The revenue collected by Path 15 is regulated by the FERC on a cost-of-service rate base methodology. Path 15 filesa
rate case with the FERC every three years to establish its revenue requirement for the next three year period. The revenue
requirement includes all prudently incurred operating costs, depreciation and amortization, taxes, and a return on capital.

In December 2007, we filed a rate application with the FERC to establish Path 15's revenue requirement through 2010.
In January 2008, several partiesfiled protests and interventions to become parties to the proceeding. In February 2008, the
FERC issued an order summarily approving the requested return on equity and, allowing the requested rates to go into effect
as of February 20, 2008, subject to refund. California Public Utilities Commission and Southern California Edison filed
requests for rehearing of that order. In February 2009, we filed an unopposed motion requesting suspension of the tria
schedule to allow the parties to the rate case to finalize a settlement. In March 2009, we filed a settlement offer with the
FERC. The settlement was supported by all partiesto the proceeding. In August 2009, the FERC issued an order approving
the settlement offer. We believe that the settlement was reasonable and has not significantly impacted the expected cash flow
from the project. On October 30, 2009, the Path 15 project issued refunds reflecting the difference between the rates collected
as of February 2008 pursuant to the December 2007 filing and the rates provided for under the settlement.

Factors Influencing Project Results

The primary factor influencing the Path 15 project resultsisits FERC-regulated revenue requirement. Under the FERC's
cost of service methodology, al prudently incurred expenses are permitted to be recovered in the revenue requirement
including costs of the rate case itself every three years. Cash distributions to us could be adversely impacted by factors such
aswhich year is used to establish the revenue requirement for the next three years and whether the FERC approves a return
on equity less than 13.5% in future rate cases.

Other Project Assets
Orlando Project
General Description

The Orlando project, a 129 MW natural gas-fired combined-cycle cogeneration facility located in an industrial park near
Orlando in Orange County, Florida, commenced commercial operation in 1993 as a QF. We own a50% interest in the project
and Northern Star Generation, LLC ("Northern Star") owns the remaining 50% interest. The project is situated on afour acre
site located adjacent to an air separation facility owned by Air Products and Chemicals, Inc. ("Air Products and Chemicals’),
which serves as the project’s steam customer. Orlando sells all of its electricity to PEF and Reedy Creek
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Improvement District ("Reedy Creek") under long-term PPAs, and also sells chilled water produced using steam from the
project to Air Products and Chemicals. The Orlando project typically operates as a baseload plant. Both we and Northern Star
have provided letters of credit in the amount of $1.6 million each in support of the project's obligations under the PEF PPA.

Power Purchase Agreements
Progress Energy Florida

Orlando sells electrical capacity and energy to PEF under a PPA that expires on December 31, 2023. The project is
obligated to sell and deliver a committed capacity of 79.2 MW and has committed to a 93% on-peak capacity factor. Orlando
receives amonthly capacity payment based on achieving the on-peak capacity factor and a monthly energy payment based on
the total amount of electric energy actually delivered to PEF. The capacity payment escalates at 5.1% annually and is reduced
if the facility's on-peak capacity factor is below 93%, on a 12-month rolling average basis. Energy payments are comprised of
afuel component based on the cost of coal purchased at two PEF-owned coal-fired generating stations, an operations and
mai ntenance component, a voltage adjustment and an hourly performance adjustment. Off-peak energy prices are based on
the on-peak spot market energy price discounted by 10%.

On August 4, 2009, PEF provided notice to Orlando that the committed capacity under its PPA would be increased to
115 MW upon expiration of the Reedy Creek PPA in 2013, upon meeting certain conditions.

Reedy Creek Improvement District

Orlando sells electrical capacity and energy to the Reedy Creek, amunicipal district serving the Walt Disney World
complex, under a PPA that expiresin 2013. Orlando is obligated to sell and deliver 35 MW of electricity and has committed
to a 93% average capacity factor. Orlando receives a monthly capacity payment based on the actual average capacity factor
and a monthly energy payment based on the total amount of electric energy actually delivered to Reedy Creek. The PPA may
be extended for an additional ten-year term upon the consent of both parties. The capacity payment isfixed at arate that
escalates at 4.5% annually and is based upon achieving a 93% average capacity factor, calculated on athree-year rolling
average basis. The agreement provides both incentive and penalty provisions for performance above and below a 93%
average capacity factor, respectively. Reedy Creek also reimburses Orlando for a portion of the reservation charges associated
with the project's firm gas transportation agreement with Florida Gas. In 2005, Orlando executed an agreement with Reedy
Creek for periodic sales of up to 15 MW of non-firm available energy at firm rates.

Excess Energy Sales

In 2006, Orlando executed a master purchase and sale agreement with Rainbow Energy Marketing Corporation
("Rainbow"). Under the agreement, Rainbow markets up to 15 MW of non-firm energy at spot market rates subject to the
profitability of such sales. The arrangements with Rainbow can be terminated by either party upon 30 days notice.

Seam Sales Agreement

Orlando entered into an agreement with a subsidiary of Air Products and Chemicalsto supply chilled water produced
using steam from the project to its cryogenic air separation facility. Orlando does not have any minimum steam delivery
requirements beyond the thermal and efficiency regquirements required to maintain its QF status. Orlando is required to

purchase its nitrogen requirements from Air Products and Chemicals, but does not have a minimum purchase requirement.
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Both the purchase price of nitrogen and the sales price of chilled water are at fixed prices that adjust based on the percentage
increase/decrease in the producer price index.

Because of reduced demand for chilled water at Air Products and Chemicals during certain periods, and to ensure
continued compliance with QF requirements, Orlando procured and installed water distiller unitsin 2009, and entered into
contracts to provide the distilled water to unaffiliated third partiesin the local area.

Fuel Supply Arrangements

Orlando buys natural gas from Orlando Power Holdings, LLC, which isindirectly owned by Northern Star, under an
agreement expiring on December 31, 2013. Orlando Power has a back-to-back agreement for the purchase and supply of
natural gas from Vastar Gas Marketing, Inc. ("Vastar"), which is awholly-owned subsidiary of BP Energy Company. Under
the agreement, which expires on December 31, 2013, Vastar is obligated to provide Orlando Power with its entire daily
natural gas requirement. Orlando's purchase priceis tied to the same coal-based and fixed escalators used for calculating the
energy payments under the PPAs. Orlando also has a gas supply agreement with TGS, but is not currently purchasing any
natural gas under this agreement.

Peoples Gas has entered into co-terminus back-to-back agreements with Florida Gas for the delivery of natural gasto the
project. Orlando has a contractual right to extend these agreements. Transportation costs under the agreements are determined
by Florida Gas ' rate schedule as filed with the FERC. These agreements provide for the transportation of up to 23,600 Mmbtu
per day to the project.

Operations & Maintenance

The Orlando project is operated and maintained by an affiliate of Northern Star under an operations and administrative
services agreement expiring on December 31, 2023. The operator is compensated on a cost-reimbursement basis plus a fixed
general and administrative charge. In addition, the operator is entitled to receive an incentive fee equal to a percentage of the
excess of Orlando's operating cash flow after deducting originally anticipated maintenance capital and anticipated debt
service. In 1997, Orlando also entered into a maintenance agreement with Alstom Power Inc. for the long-term supply of hot
gas path gas turbine parts, under which Alstom receives a monthly fee from the partnership and additional feesin certain
circumstances.

Factors Influencing Project Results

The Orlando project receives asignificant portion of its revenues through capacity payments received under the PPA
with PEF. In the event the facility's on-peak capacity factor falls below a specified level, capacity payments will be adjusted
downward or eliminated. The energy payment under the PEF PPA largely consists of an energy component, which is adjusted
based on the same coal index as used in the gas supply pricing.

The energy payment under the PPA with PEF includes a performance adjustment. During on-peak periods in which the
market price for energy exceeds the PPA energy rate, for energy deliveriesin excess of PEF scheduled capacity, the project
receives the then as-available energy rate, determined according to regulatory methodology. Conversely, during on-peak
periods when the project delivers less than the scheduled capacity, the project incurs negative performance adjustment
charges corresponding to the difference between the then as-avail able energy rate and the PPA energy rate.

The Reedy Creek PPA also contains incentive and penalty provisions for performance above and below a specified
capacity factor.
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Selkirk Project
General Description

The Selkirk project isa 345 MW dual-fuel, combined-cycle cogeneration plant located in the Town of Bethlehem in
Albany County, New Y ork, and commenced commercial operation in 1994 as a QF. The project includes two units: Unit |
(80 MW) sells electricity into the New Y ork merchant market and Unit |1 (265 MW) sells electricity to Consolidated
Edison, Inc. (or "Con Ed"). The Selkirk project is typically operated as a mid-merit plant. The other partners include affiliates
of Cogentrix, Energy Investors Funds, The McNair Group, and Fort Point Power LLC (an affiliate of Osaka Gas Energy
America Corporation). Each of the partners has an interest in cash distributions by the project which changes when certain
partners achieve a specified return on their equity contributions as set forth in the partnership agreement. We own: (i) 13.62%
interest in the priority distributions up to a fixed semi-annual amount as described below; (ii) 19.94% interest on any
distributionsin excess of the priority distributions; and (iii) 17.7% of all distributions made after the last priority distribution
is made, estimated to occur in 2012. If priority distributions are not made at the maximum amount, the unpaid amounts
accumulate and are paid when funds are available in subsequent periods. As of December 31, 2009, our 13.62% share of
unpaid priority distributions was $0.5 million. In addition to this accumulated amount, our share of the maximum semi-annual
priority distributionsin 2010, 2011 and 2012 is approximately $1.2 million, $0.8 million and $0.7 million, respectively. The
15.7 acre project site is situated adjacent to a Saudi Arabia Basic Industries Corporation (or "SABIC") plastics manufacturing
plant, which also purchases steam from the project. Selkirk leases the project site under along-term lease from SABIC.

The Selkirk project has 8.98% first mortgage bonds outstanding. Our share of the outstanding amount of these bonds
was $15.2 million as of June 30, 2010, which fully amortizes over the remaining term ending in 2012. See "Project-L evel
Debt" on page 61 of this prospectus for additional details.

Power Purchase Agreements

Since the expiration of Selkirk's agreement to sell 80 MW of capacity and energy from Unit | to National Grid in July
2008, Selkirk has been selling energy from Unit 1 into the New Y ork merchant market. 265 MW of capacity and energy from
Unit |1 is sold to Con Ed under a PPA that expires on September 1, 2014, subject to aten-year extension at the option of Con
Ed under certain conditions. It is not known whether Con Ed intends to exercise this option. The Unit |11 PPA provides for a
capacity payment, afuel payment, an operations and maintenance payment and a payment for transmission from the project
to Con Ed. The capacity payment, a portion of the fuel payment, a portion of the operations and maintenance payment and the
transmission payment are fixed charges to be paid on the basis of plant availability.

Seam Sales Agreement

Selkirk sells steam generated at the project to the SABIC plastics manufacturing plant under an agreement that expires
on September 1, 2014. Under the agreement, SABIC is not charged for steam in an amount up to the annual equivalent of
160,000 Ibs/hr during each hour in which the SABIC plant isin production. SABIC pays the project a variable price for steam
in excess of thisamount. SABIC isrequired to purchase the minimum thermal output necessary for Selkirk to maintain its QF
status.

Fuel Supply Arrangements

Selkirk buys natural gasfor Unit | at spot market prices under a contract with Coral Energy Canada Inc. expiring on
October 31, 2012. Selkirk has gas supply agreements for Unit Il with Imperial Oil Resources Limited, EnCana Corporation
and Canadian Forest Qil Ltd., which expire on October 31, 2014.
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The project aso has long-term contracts for the transportation of Units| and Il natural gas volume on afirm 365-day per
year basisin place with TransCanada Pipelines Limited, Iroquois Gas Transmission System LP and Tennessee Gas Pipeline
Company. The Unit | and Unit | gas transportation contracts expire on November 1, 2012 and November 1, 2014,
respectively.

Natural gasthat isnot used by Selkirk to generate power under its gas supply arrangements may be remarketed. Under
certain market conditions, additional income is generated from such re-sales of natural gas. Units| and 11 have the capability
to operate on fuel oil subject to certain limitations under the project's air permit and are able to switch fuel sources from
natural gasto fuel oil and back without interrupting the generation of electricity.

Operations & Maintenance

GE operates the Selkirk project under an agreement expiring on December 31, 2012. The agreement provides for afixed
fee, capital parts discounts, a pass-through of management costs and a performance bonus. Management services for Selkirk
are provided by Cogentrix under an administrative services agreement that expires in September 2014. Cogentrix is entitled to
compensation under the agreement which is subject to renegotiation every four years and provides for the full recovery of its
actual costs and properly alocated overhead plus a reasonable fee which must be approved by all of the Selkirk partners. The
majority owner of the project is currently in the process of transferring management services from Cogentrix to Power Plant
Management Services. We expect this transition to be completed in late August 2010.

Regional Greenhouse Gas Initiative

In 2009, in order to comply with RGGI, the project commenced purchasing CO, allowances in the quarterly RGGI
auctions. At year-end, the project had purchased adequate allowances to cover the amount needed for RGGI compliancein
2009, except for approximately 184,000 allowances. Under the RGGI rules, a compliance period consists of three years,
during which time the emitter is required to obtain allowances corresponding to its CO, emissions during the same period.
New York State allocates a limited number of free allowances to generators that have long-term contracts. A portion of the
project's 2009 requirement will be met with these free allowances. The project expects to purchase additional allowancesin
2010 in order to satisfy its 2009 reguirement. In resolution of alawsuit brought by an unaffiliated owner of another New Y ork
power plant in 2009 challenging New Y ork's RGGI rules, a consent decree is being finalized under which ConEd will
reimburse the Selkirk project for the cost of additional allowances needed in excess of the free allowances allocated by New
York.

Factors Influencing Project Results

Energy produced by Unit | (80 MW) is sold at market prices based on the project's bid into the spot market. The project
is therefore exposed to fluctuations in market energy prices which may impact Unit | energy sales margins. Under the PPA
with Con Ed, the Project receives significant capacity revenues based on meeting availability requirements and also receives
an energy payment whenever Con Ed calls on Unit Il (265 MW) to generate electricity. The energy payment is primarily
dependent on the fuel price component, indexed predominantly to natural gas prices, but also has a small component based on
oil prices.

In periods when Unit | or Unit Il is not generating electricity, substantial volumes of natural gas are available to be
re-sold. Depending on market prices when reselling compared to contract prices when the gas was nominated at the beginning
of each month, the excess gas has been resold at significant positive margins and occasionally at aloss.
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Gregory Project
General Description

The Gregory project isa400 MW natural gas-fired combined cycle cogeneration QF located near Corpus Christi, Texas
that commenced commercial operation in 2000. The Gregory project is owned by Gregory Power Partners, LP, a Texas
limited partnership, and our ownership interest in Gregory Power is approximately 17%. The other owners are affiliates of
JPMorgan Chase & Co. and John Hancock Life Insurance Company. Gregory currently sells approximately 345 MW of its
capacity to Fortis Energy Marketing and Trading GP and sells up to 33 MW of electric energy and capacity to Sherwin
Alumina Company, which is owned by Glencore International AG, with the remainder sold in the spot market. While not
strictly a baseload facility, Gregory typically is operated at a high capacity factor. The project islocated on a site adjacent to
Sherwin Alumina's production facility, which also serves as the project's steam customer. Gregory leases the land on which
the project islocated from Sherwin under an operating lease which expiresin August 2035.

The Gregory project was financed by ING Capital Corporation ("ING") and a consortium of other lenders. The loan
matures in 2017 and is required to be amortized over its remaining term. Our share of the total debt outstanding at the
Gregory project as of June 30, 2010 was $15.2 million. See "Project-Level Debt" on page 61 of this prospectus for additional
details.

In November 2008, Gregory's managing partner, discovered that the state authorization of the project's Prevention of
Significant Deterioration Air Permit had lapsed due to a discrepancy in the representation of the renewal date of the state
authorization by a consultant in 2002. The issue was self-reported to the Texas Commission of Environmental Quality (or
"TCEQ"). During the first quarter of 2009, Gregory submitted itsinitial draft permit application to the TCEQ, which deemed
it administratively complete, and completed the technical aspects of the permitting process. In December 2009, the TCEQ
provided Gregory Power a draft of a new permit, and on March 15, 2010, the TCEQ issued the new permit. We believe the
new permit limits are achievable by the project and will not require the installation of additional emissions control equipment.

Power Purchase Agreements

Gregory sells 345 MW of its output to Fortis under a PPA that began on January 1, 2009 and expires December 31,
2013. Under the terms of the Fortis agreement, Fortis pays a fixed capacity payment and an energy payment that is based on
the price of natural gas at Houston Ship Channel and a contract heat rate. (Heat rate refersto the amount of energy that is
required to generate one kilowatt hour of electricity.) Energy salesto Fortis consist of two tranches; a 234 MW "must-run"
block and a 111 MW "dispatchable" block. The must-run block corresponds to the project's minimum energy output while
satisfying Sherwin's electricity and steam requirements without the use of Gregory's auxiliary boilers. The dispatchable block
is the portion of Gregory's output that can be scheduled at the option of Fortis as either energy, ancillary services or balancing
energy. Credit support for the PPA consists of a$10 million letter of credit issued by ING which is backed by letters of credit
from the project's partners, including a $1.7 million letter of credit provided by Atlantic Power.

Steam Sales Agreement

Gregory sells steam to Sherwin under an agreement that expires in 2020. Under the terms of the agreement, Gregory is
the exclusive source of steam to Sherwin's alumina plant, up to a maximum of 1,500,000 Ibs/hr.
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Fuel Supply Arrangements

Gregory purchases natural gas under various short-term and long-term agreements. Gregory has the option of procuring
100% of its natural gas requirements from Kinder Morgan Tejas Pipeline, L.P., under a market-based gas supply agreement
that expiresin August 2010. Gregory Power has finalized a replacement supply agreement with Kinder Morgan and is
seeking lender approval, as required under the project's financing agreements.

In March and June 2008, the project entered into pay fixed, receive floating, natural gas swap agreements with Sempra
Energy Trading Corp. for the period January 2009 through December 2010. While Gregory has structured its power and
steam sales agreements to mitigate the price risk between its fuel supply and electricity sales agreements, the project has some
residual exposure to natural gas price risk due to the difference between the project's actual heat rate and the contractually
guaranteed heat rate under the Fortis PPA. The swap agreements partialy mitigate this natural gas price risk.

Operations & Maintenance

An &ffiliate of Babcock and Wilcox Power Generation Group, Inc. ("Babcock and Wilcox™) is responsible for the
operation and maintenance of the Gregory project under an agreement that terminatesin July 14, 2015. The operator receives
afee for management of the facility (subject to escalation) on a quarterly basis and reimbursement of certain costs.

Energy Management Services

Tenaska Power Services, Co. ("Tenaska") provides Gregory with energy management services such as marketing excess
power from the Project through the end of 2011. Tenaska optimizes Gregory's assets in the ancillary services market of the
Electric Reliability Council of Texas, purchases natural gas for operations, provides scheduling services, provides back-office
support and serves as Gregory's retail energy provider and qualified scheduling entity.

Factors Influencing Project Results

The Gregory project derives a significant portion of its operating margin through energy revenues under its PPA with
Fortis. Energy revenues are dependent on the price of natural gas at Houston Ship Channel and a contract heat rate. The
project achieves amargin on its energy revenue due to the facility's actual heat rate being lower than the contractually
guaranteed heat rate.

Gregory also receives a capacity payment under the Fortis PPA which is dependent on maintaining certain minimum
performance requirements. The project's capacity payments are subject to reduction or elimination if it fails to meet these
requirements. Due to a forced outage in 2009, the project only received 98% of the full capacity revenue. However,
historically the project has met al of the performance standards under the Fortis PPA.

Topsham Project
General Description

The Topsham project isa 14 MW hydroelectric facility located on the Androscoggin River at the Pgjepscot dam near
Topsham, Maine and began commercial operation in 1987 as a QF. A 100% undivided interest in the Topsham project and a
100% undivided interest in the Topsham project site are owned by afinancial institution, in its capacity as owner trustee for
the benefit of Atlantic Power (50%) and DaimlerChrysler Services North America LLC (50%) as owner participants.
Electricity is sold to the Central Maine Power Company (or "CMP") under a PPA that expiresin 2011.

The Topsham project is leased and operated by Topsham Hydro Partners Limited Partnership ("THP"), a Minnesota
limited partnership. Pursuant to a sale and lease back transaction, THP leases both our interests in the project and in the
project site until November 17, 2011. At the end of the lease term, THP has the option to renew the lease or acquire our share
of the project and the project site. Lease payments made by THP are based on project's operating cash flows.
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Power Purchase Agreement

Electrical output from the Topsham project is sold to CMP under a PPA that contains a fixed price schedule and
terminates on December 31, 2011.

Operations & Maintenance

THP operates the project and provides all general and administrative services for the project under an agreement in
effect until the earlier of December 31, 2027 or upon THP becoming the owner of 100% of the project and the project site.

Badger Creek Project
General Description

The Badger Creek project isa46 MW simple-cycle, cogeneration facility located near Bakersfield, California which
began commercial operation in 1991 as a QF. The Badger Creek project is owned by Badger Creek Limited, L.P. ("Badger"),
a Texas limited partnership in which we own a 50% partnership interest. Juniper Generation, LLC, which isindirectly owned
by affiliates of ArcLight Capital Partners, LLC, owns the other 50% partnership interest. Electricity is sold to Pacific Gas &
Electric Corporation ("PG&E") under a PPA expiring in 2011. The project typically operates in a baseload configuration.
Steam issold to OXY USA Inc. ("OXY"), an affiliate of Occidental Petroleum Corporation, under an agreement that expires
in 2011. Badger leases the approximately 3.5 acre site for the Badger Creek project under aground lease. The term of the
lease expiresin July 2021 and the parties may extend for up to 10 additional one-year periods.

Power Purchase Agreement

Electricity generated by the Badger Creek project is purchased by PG& E under a PPA that expiresin 2011. The PPA
provides for monthly capacity and energy payments, and Badger is entitled to receive a performance bonusif the average
on-peak capacity factor exceeds 85%. The energy price received under the PPA islinked to PG& E's interim "short-run
avoided cost," as discussed below.

Seam Sales Agreement

Steam from the Badger Creek project is sold to OXY under an agreement which expiresin 2011. The agreement
provides for successive renewal terms of one year unless either party gives advance notice of termination. OXY utilizes the
steam in its enhanced oil recovery operationsto allow for more effective and efficient extraction of heavy crude oil. Subject
to certain conditions, OXY has an obligation to buy steam under this agreement in an amount not |ess than the minimum
requirements necessary to maintain the project's status as a QF. Although OXY isnot currently purchasing any power from
the project, the steam agreement allows for up to 1 MW of electricity to be sold to OXY.

Fuel Supply Arrangements

Natural gasisddivered to Badger Creek viaa private pipeline that connects with the Kern River-Mojave Pipeline. The
pipeline was constructed by ajoint venture in which the project owns approximately 21%. An affiliate of Juniper operates the
pipeline. In October 2006, Badger entered into a gas supply agreement, including transportation, with Sempra Energy Trading
Corporation. In March 2008, the gas agreement was extended to cover fuel procurements through April 30, 2011.

Operations & Maintenance

Operations and maintenance for the Badger Creek project is performed by an affiliate of Juniper Generation, LLC under
afixed price operations and maintenance agreement. The agreement expiresin
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2011, but isterminable by either party upon six months' notice. The operator receives a base monthly fee, which is adjusted
annually. In addition, the agreement provides for incentive fees and penalties based on the project's availability.

An affiliate of Juniper also provides all day-to-day management services required by the project and is paid a
semi-annual fee for such management services based on a percentage of gross cash receipts of the project.

Factors Influencing Project Results

The Badger Creek Project derives a portion of its operating margin through energy revenues under the PG& E PPA.
Energy revenues are dependent on PG& E's short-run avoided costs ("SRAC"), which is generally defined as the cost of
electricity that a utility avoids incurring by purchasing the power from an independent power producer versus constructing
and operating additional generating resources on its own. PG& E's SRAC is determined by the CPUC in conjunction with
input from independent power producers, investor owned utilities and consumer groups through the state utility regulatory
process. SRAC has been, and continues to be, a highly contested issue resulting in numerous CPUC proceedings and
litigation. Until August 2009, SRAC was based on an administratively determined formula. In August 2009, the CPUC
implemented a new SRAC methodology called the market index formula ("MIF"), which includes both a market-based
component and an administratively determined component. Ultimately, the CPUC is moving toward a 100% market-based
SRAC.

In April 2009, California's Market Reform and Technology Update energy market ("MRTU") commenced operation.
The MRTU is expected to provide arobustly traded day-ahead market for energy that reflects the avoided marginal energy
costs of Californids utilities. Upon the determination by the CPUC that the MRTU is functioning properly, MIF will no
longer include the administratively determined component, which is expected to lower MIF pricing and create larger
differences between peak and off-peak prices. Such a determination has not been made by the CPUC.

Badger isa party to settlement negotiations among other QF facilities, California's major investor-owned utilities, and
numerous consumer and independent power producer groups on anew energy pricing formula and possible extensions of
firm capacity payments for project with existing contracts that will resolve many outstanding issues between the parties.
Many of the SRAC and MIF related CPUC proceedings and litigation have been held in abeyance pending the outcome of the
settlement negotiations.

It is expected that the CPUC regulations applicable to Badger will be in a state of transition for the foreseeable future,
and there can be no assurance that decisions by the CPUC will not have an adverse impact on Badger.

Rumford Project
General Description

The Rumford Project isa 85 MW multi-fuel (coal, wood waste and tire-derived fuel) circulating fluidized bed boiler
cogeneration facility located in the town of Rumford, Maine, which began commercial operation in 1990 as a QF. The
Rumford project is owned by Rumford Cogeneration Company Limited Partnership, a Maine limited partnership
("Rumford LP"), in which we own an approximate 26% limited partnership interest. The project was constructed for the dual
purpose of supplying steam and el ectricity to an adjacent paper mill, the Rumford Paper Company, owned by a subsidiary of
NewPage Corporation ("NewPage'") and electricity to thelocal utility. The project is situated on a site leased from the
adjacent NewPage paper mill. The lease expires on December 31, 2020.
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Power Purchase Agreement

In February 2007, Rumford LP executed an Interim Financial Obligation Consolidation Agreement with Rumford Paper
Company. The agreement consolidated the payment obligations of the various prior agreements between Rumford LP and
Rumford Paper Company into a single payment obligation effective January 1, 2007. The effect of the agreement is similar to
alease wherein Rumford Paper Company assumes the risk of fuel and power price volatility as well as most operating costs.
Payments under the agreement have been made quarterly to Rumford LP over athree year term ended December 31, 2009.
During 2009, as a result of a dispute between NewPage and the limited partners regarding the making of the 2009
distributions and the economic viability of the project following the expiration of the agreement with Rumford Paper
Company at the end of 2009, a settlement agreement was entered into which provided for the payment of the 2009
distributions to the partners. The settlement agreement further provided for the purchase by NewPage of the partners' interests
in Rumford LP under certain conditions. If NewPage does purchase the partners' interestsin Rumford LP, our share of the
proceeds is expected to be approximately $2.5 million.

Koma Kulshan Project
General Description

The Koma Kulshan project isa 13.3 MW run-of-the-river hydroelectric generation facility located on the slopes of
Mount Baker, approximately 80 miles north of Seattle, Washington, and began commercial operation in 1990 as a QF. The
Koma Kulshan project is owned by Koma Kulshan Associates, a Californialimited partnership in which we own a 49.75%
economic interest, Mt. Baker Corporation owns a 0.25% economic interest and Covanta Energy Corporation ("Covanta”)
owns the remaining 50%. The Koma Kulshan project was issued a 50-year hydro license from the FERC which expiresin
2037. The project and its electrical output is sold to Puget Sound Energy, Inc. under a PPA expiring in 2037.

Our and Mt. Baker Corporation's interests in the project are held through Concrete Hydro Partners, L.P. Under the
Concrete partnership agreement, Mt. Baker Corporation is entitled to reimbursement of certain deferred costs associated with
the original development of the project from a portion of the distributions from the project. The full repayment of these
deferred costs is expected in 2010, following which distributions are projected to be made ratably to us and Mt. Baker
Corporation.

Power Purchase Agreement

Energy generated by the Koma Kulshan project is sold to Puget Sound Energy pursuant to along-term PPA expiring in
2037. Power is sold at a per kilowatt hour rate that is adjusted annually. The term of the PPA is coterminous with the FERC
license. Puget Sound Energy has the right to renew the PPA for aterm equivalent to the term of any subsequent license or
annual license granted by the FERC for the project.

Operations & Maintenance

Covanta performs the operations and maintenance of the facility pursuant to an operations and maintenance agreement
which expires December 31, 2010. In addition to being reimbursed for actual costs incurred, Covanta receives an annual fee
adjusted for inflation.

Delta-Person Project

General Description

The Delta-Person Project isa 132 MW natural gas-fired peaking facility located near Albuquerque, New Mexico, isan
EWG that commenced commercial operation in 2000. We own a40% interest in
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Delta-Person and affiliates of Olympus Power, LL C and John Hancock Mutual Life Insurance Company own the remaining
interests. The Delta-Person Project is situated on PNM's (formerly Public Service of New Mexico) retired Delta Generating
Station site under a lease agreement which is co-terminus with the project's PPA. The project operates as a peaking facility,
which means that it is called upon to generate electricity only during unusually high periods of demand. The Delta-Person
project sells al of its electrical output to PNM under along-term PPA that expires in 2020.

Construction of the Delta-Person project was financed through a $59.7 million construction loan that was converted to
permanent project financing once commercia operation was achieved. The permanent project financing was divided into two
term loans: (i) Tranche A due March 31, 2017; and (ii) Tranche B due March 31, 2019, both of which amortize over their
remaining terms. Our share of the total debt outstanding at the Delta-Person project as of June 30, 2010 was $11.1 million.
See "Project-Level Debt" on page 61 of this prospectus for additional details.

Power Purchase Agreement

Electrical power generated by the Delta-Person project is purchased by PNM under a PPA that will expire in 2020. PNM
has the unilateral right to extend the PPA for five years by giving written notice of such extension no later than two years
prior to the end of the original term of the PPA. Subject to adjustments provided for in the PPA, PNM will purchase and
accept the entire output of the project when PNM calls upon the capacity. Payments consist of: (i) the energy purchase price
multiplied by the kilowatt hours delivered; (ii) the capacity purchase price multiplied by the dependable capacity; (iii) the
project's cost of purchasing electric service from PNM for the operations and maintenance of the facility; and (iv) any other
applicable charges. In order to earn full capacity payments, the project must maintain availability of at least 97%, which the
project has historically achieved.

Fuel Supply Arrangements

The project purchases fuel from PNM Gas Services, adivision of PNM, with fuel costs passed through to PNM under
the PPA. The project has access to an interruptible gas supply and transportation like other standard industrial customers on
PNM Gas Services system.

Operations & Maintenance

Asasimple cycle peaking facility, the project operations do not require extensive staffing and technical resources.
Olympus Power provides asset management services, which include operational and contractual oversight of the facility,
budget setting and environmental compliance.

Factors Influencing Project Results

The Delta-Person project derives a significant portion of its operating margin through capacity payments under the PPA
with PNM. The capacity payment is based on two components which adjust annually with changes in inflation and interest
rates. The capacity payment may be reduced on a monthly basisif the project's availability falls below 97%. The project has
rarely experienced such adjustment. Energy payments are based on a variable operations and mai ntenance component, afuel
component and an availability incentive. The fuel component consists of the actual price the project pays for fuel and a
contract heat rate. The contractually guaranteed heat rate is slightly higher than the project's average operating heat rate which
generates additional energy revenue, because the contractually guaranteed heat rate represents the price that PNM pays for
power that it purchases from Delta-Person. PNM will normally choose to purchase power from higher efficiency plants
during periods of reduced demand. Reduced overall economic activity and related lower demand for electricity in the past
two years has resulted in lower dispatch of Delta-Person by PNM.
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Biomass Development Projects

Biomass-derived power is a well-established, conventional technology. In biomass power plants, the fuel isburned in a
boiler to create steam that turns a turbine to generate electricity. In general, biomass power plants are designed to be operated
as basel oad units. While biomass encompasses a broad range of potential fuels, our activities are focused on "wood-residue"
biomass. This feedstock includes virgin wood (from forests, wood processing facilities, etc.), agricultural residues, industrial
and commercia waste, etc. Our facilities are eligible for renewable energy credits and may also qualify for certain federal tax
benefits, depending on their construction schedule. We are pursuing six biomass projects with partners who bring specific
skills to their development, as more fully described below.

Rollcast Energy, Inc.

Rollcast Energy, Inc. ("Rollcast") develops, owns and operates renewable power plants that use wood or biomass fuel.
Rollcast, based in Charlotte, North Carolina, has five 50 MW biomass power plantsin various stages of development in the
southeastern U.S. In March 2009, we acquired a 40% equity interest in Rollcast for $3.0 million. In March 2010, we acquired
an additional 15% interest for $1.2 million and in April 2010, we invested an additional $0.8 million to bring our total
ownership interest to 60%. The terms of our investment in Rollcast provide us the option, but not the obligation, to invest
directly in biomass power plants under development by Rollcast. Two of the devel opment projects have obtained 20-year
PPAs with terms that allow for the pass-through of fuel coststo the utility customer. In April 2010, Rollcast entered into a
construction agreement for a’53.5 MW biomass project, known as Piedmont Green Power, to be located in Barnesville,
Georgia. We are currently in advanced discussions that we expect will lead to our commitment to invest up to $75 millionin
the Piedmont Green Power project, representing substantially all of the equity interestsin the project. We intend to use a sole
arranger to syndicate project-level debt financiing for Piedmont.

Onondaga Renewables, LLC

Onondaga Renewables, LL C isa50/50 joint venture between us and Catalyst Renewables LL C formed in December
2008 to repower our decommissioned 91 MW gas-fired cogeneration facility located in Geddes, New Y ork. Utilizing locally
acquired biomass fuel, the proposed facility is expected to have a capacity of approximately 45 MW. Onondagais currently
in the process of obtaining a PPA for the full output of the facility.

Asset M anagement

Our asset management strategy isto partner with recognized leaders in the independent power business. Most of our
projects are managed by Caithness; Cogentrix, a subsidiary of Goldman Sachs; and, in the case of Path 15, Western, aU.S.
Federal power agency. On a case-by-case basis, Caithness, Cogentrix, and Western may provide: (i) day-to-day project-level
management, such as operations and maintenance and asset management activities; (ii) partnership level management tasks,
such as insurance renewals; and (iii) passive partnership level management, such as acting as limited partner. In some cases
these project managers or the project partnerships may subcontract with other firms experienced in project operations, such as
GE, to provide for day-to-day plant operations. In addition, employees of Atlantic Power Corporation with significant
experience managing similar assets are involved in most decisions with the objective to choose value-creating transactions
such as contract restructurings, asset-level refinancing, acquisitions and divestitures.

Caithness is one of the largest privately-held independent power producers in the United States. For over 25 yearsin the
independent power business, Caithness, has been actively engaged in the devel opment, acquisition and management of
independent power facilities for its own account as well asin venture arrangements with other entities. Caithness operates our
Auburndale, Lake and Pasco
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projects and provides other asset management services for our Orlando, Selkirk and Badger Creek projects.

Cogentrix develops, owns, and operates independent power plants, located primarily in the U.S. Cogentrix manages the
operation of the Chambers and Selkirk projects. New Y ork-based investment firm Goldman Sachs Group acquired Cogentrix
in December 2003. In November 2007, Goldman Sachs sold 80% of its interest in a number of the Cogentrix independent
power plants, including Chambers and Selkirk to Energy Investors Funds, an established private equity fund manager that
investsin the U.S. energy and electric power sector. Cogentrix continues to manage the Chambers and Selkirk projects.

Western markets and delivers hydroelectric power and related services within a 15-state region of the central and
western United States. Western is one of four power marketing administrations within the U.S. Department of Energy whose
role isto market and transmit electricity from multi-use water projects. Western's transmission system carries electricity from
57 power plants operated by the Bureau of Reclamation, U.S. Army Corps of Engineers and the International Boundary and
Water Commission. Together, these plants have an operating capacity of approximately 8,785 MW. Western owns and
operates the Path 15 transmission line.

Industry Regulation
Overview

In the United States, the trend towards restructuring the electric power industry and the introduction of competitionin
electricity generation began with the passage and implementation of the Public Utility Regulatory Policies Act of 1978, as
amended ("PURPA"). Among other things, PURPA, as implemented by the FERC, generally required that vertically
integrated electric utilities purchase power from QFs at their avoided cost. The FERC defines avoided cost as the incremental
cost to a utility of energy or capacity which, but for the purchase from QFs, the utility would itself generate or purchase from
another source. This requirement was modified in 2005, as discussed below.

Electric transmission assets, such as our Path 15 project, are regulated by the FERC on atraditional cost-of-service rate
base methodology. This approach allows a transmission company to establish a revenue requirement which provides an
opportunity to recover operating costs, depreciation and amortization, and a return on capital. The revenue requirement and
calculation methodology is reviewed by the FERC in periodic rate cases. As determined by the FERC, all prudently incurred
operating and maintenance costs, capital expenditures, debt costs and areturn on equity may be collected in rates charged.

Carbon Emissions

In the United States, government policy addressing carbon emissions has continued to gain momentum over the last two
years. Beginning in 2009, the RGGI was established in ten Northeast and Mid-Atlantic states as the first cap-and-trade
program in the United States for CO, emissions. The states have varied implementation plans and schedules. Two of these
states, New Y ork and New Jersey, also provide cost mitigation for independent power projects with certain types of power
contracts. Other states and regions in the United Sates are developing similar regulations and it is expected that federal
climate legislation will be established in the future.

Federal bills to create both a cap-and-trade allowance system and a renewable/efficiency portfolio standard have been
introduced in both the U.S. House and Senate. Separately, the U.S. Environmental Protection Agency has taken several recent

actions to regulate CO, emissions.

Additionally, more than half of the U.S. states and most Canadian provinces have set mandates requiring certain levels
of renewable energy production and/or energy efficiency during target
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timeframes. This includes generation from wind, solar and biomass. In order to meet CO, reduction goals, changesin the
generation fuel mix are forecasted to include a reduction in existing coal resources, higher reliance on nuclear, natural gas,
and renewable energy resources and an increase in demand-side resources. Investmentsin new or upgraded transmission lines
will be required to move increasing renewable generation from more remote locations to load centers.

Regulation—Generating Projects

Ten of our power generating projects are qualified facilities under PURPA and related FERC regulations. The
Delta-Person and Pasco projects are not QFs but are both EWGs under the Public Utility Holding Company Act of 2005, as
amended ("PUHCA"). The generating projects with QF status and which are currently party to a power purchase agreement
with a utility or have been granted authority to charge market-based rates are exempt from FERC rate-making authority. The
FERC has granted seven of the projects the authority to charge market-based rates based primarily on afinding that the
project lacks market power. These projects are thus not subject to FERC rate-making. The generating projects are exempt
from regulation under PUHCA and 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.

A QF fallsinto one or both of two primary classes, both of which would facilitate more efficient use of fossil fuelsto
generate el ectricity than typical utility plants. The first class of QFsincludes energy producers that generate power using
renewable energy sources such as wind, solar, geothermal, hydro, biomass or waste fuels. The second class of QFsincludes
cogeneration facilities, which must meet specific fossil fuel efficiency requirements by producing both electricity and steam
versus electricity only. With the exception of QFs, generation, transmission and distribution of electricity remained largely
owned by vertically integrated electric utilities until the enactment of the Energy Policy Act of 1992 (the "EP Act of 1992")
and subsequent orders in 1996, along with electric industry restructuring initiated at the state level. Among other things, the
EP Act of 1992 enhanced the FERC's power to order open access to power transmission systems, contributing to significant
growth in the independent power generation industry.

In August 2005, the Energy Policy Act of 2005 (the "EP Act of 2005") was enacted, which removed certain regulatory
constraints on investment in utility power producers. The EP Act of 2005 a so limited the requirement from PURPA that
electric utilities buy electricity from QFsto certain markets that lack competitive characteristics. Finally, the EP Act of 2005
amended and expanded the reach of the FERC's corporate merger approval authority under Section 203 of the Federal Power
Act.

All of our projects are subject to reliability standards developed and enforced by the North American Electric Reliability
Corporation ("NERC"). NERC is a self-regulatory organization that is a non-governmental entity which has statutory
responsibility to regulate bulk power system users, generation and transmission owners and operators through the adoption
and enforcement of standards for fair, ethical and efficient practices.

In March 2007, the FERC issued an order approving mandatory reliability standards proposed by NERC in response to
the August 2003 northeastern U.S. blackouts. As aresult, 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 Senior
Director for Asset Management as our FERC Compliance Officer responsible for meeting the FERC and NERC requirements
and an outside law firm specializing in this area advises us on FERC and NERC compliance, including annual compliance
training for relevant employees.
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Regulation—Transmission Project

The revenues received by the Path 15 project are regulated by the FERC through arate review process every three years
that sets an annual revenue requirement. Under terms of the initial rate case settlement, the project must go through the FERC
review every three years.

The Path 15 project'sinitial three-year rate period's revenue requirement expired at the end of 2007. On December 21,
2007, the Project submitted to the FERC its revenue requirement for the 2008 through 2010 period. In an order issued
February 2008, the FERC allowed the rates as filed in December 2007 to go into effect subject to refund pending the outcome
of the regulatory proceedings. The FERC also accepted several of the project's key methodological approaches, including use
of a13.5% return on equity. A number of parties requested rehearing on such issues. On March 23, 2009, the Path 15 project
filed an uncontested settlement offer with the FERC, for rehearing in the Path 15 project's rate case proceeding. We believe
that the settlement was reasonable and will not significantly impact the expected cash flow from the project. On August 3,
2009, the FERC issued an order approving the settlement. Thereafter, on October 30, 2009 the Path 15 project issued refunds
reflecting the difference between the rates collected as of February 2008 pursuant to the December 2007 filing and the rates
provided for under the settlement. Since May 2009, the Path 15 project has been receiving revenues based on the revenue
requirement established by the settlement. Pursuant to the terms of the settlement, Path 15 is required to submit its revenue
requirement for the 2011 through 2013 rate period to the FERC in February 2011. The preparation of this new rate filing will
commence in the third quarter of 2010.

Competition

The power generation industry is characterized by intense competition, and our projects compete against utilities,
industrial companies and other independent power producers. In recent years, there has been increasing competition among
generators in an effort to obtain power sales agreements, and this competition has contributed to a reduction in electricity
pricesin certain markets where supply has surpassed demand plus appropriate reserve margins. In addition, many states are
implementing or considering regulatory initiatives designed to increase competition in the U.S. power industry.

The U.S. power industry is continuing to undergo consolidation and may offer attractive acquisition and investment
opportunities, although we believe that we will continue to confront significant competition for those opportunities and, to the
extent that any opportunities are identified, we may be unable to effect acquisitions or investments on attractive terms. We
compete for acquisition opportunities with numerous private equity funds, Canadian and U.S. independent power firms,
utility genco subsidiaries and other strategic and financial players. Our competitive advantages include our diversified
projects, strong customer base, leading third-party managers and stability of project cash flow. We have similar strength in
asset management and optimization.

Legal Proceedings

From time to time, Atlantic Power, its subsidiaries and the projects are parties to disputes and litigation that arise in the
normal course of business. We assess our exposure to these matters and record estimated |oss contingencies when alossis
likely and can be reasonably estimated. There are no matters pending as of August 12, 2010 which we expect to have a
material impact on our financial position or results of operations.

Employees

Asof August 12, 2010, we had 13 full-time employees. None of our employees is represented by any collective
bargaining unit or a party to any collective bargaining agreement.
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Description of Property

We have included descriptions of the locations and general character of our principal physical operating properties,
including an identification of the segments that use such properties, in "Business,” which isincorporated herein by reference.
A significant portion of our equity interestsin the entities owning these properties are pledged as collateral under our senior
credit facility or under non-recourse operating level debt arrangements. See Note 9 in the accompanying notes to our
consolidated financial statements for additional information regarding our operating properties.

Our principal executive officeislocated at 200 Clarendon Street, Floor 25, Boston, Massachusetts under a lease that
expiresin 2015.
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MANAGEMENT

The following table sets forth the names, ages and positions of each of our directors and executive officers:

Name Age Position

Irving Gerstein 69  Director, Board Chairman, Nominating and Governance
Committee Chairman

Ken Hartwick 47  Director, Audit Committee Chairman, Compensation Committee
Chairman

John McNeil 68  Director

Richard Foster Duncan 56  Director

Holli Nichols 40  Director

Barry Welch 53  Director, President and Chief Executive Officer

Patrick Welch 42  Chief Financial Officer and Corporate Secretary

Paul Rapisarda 56  Managing Director, Acquisitions and Asset Management

William Daniels 51  Senior Director, Asset Management

John J. Hulburt 43  Corporate Controller

Irving R. Gerstein, C.M., O.Ont The Honourable Irving R. Gerstein has been a director of Atlantic Power since October
2004. Senator Gersteinis a Member of the Order of Canada and a Member of the Order of Ontario, and was appointed to the
Senate of Canadain December 2008. He is aretired executive, and is currently a director of Medical Facilities Corporation,
Student Transportation of America, Ltd., and Economic Investment Trust Limited, and previously served as a director of
other public companies, including CTV Inc., Traders Group Limited, Guaranty Trust Company of Canada, Confederation
Life Insurance Company and Scott's Hospitality Inc., and as an officer and director of Peoples Jewellers Limited. Senator
Gerstein is an honorary director of Mount Sinai Hospital (Toronto), having previously served as Chairman of the Board,
Chairman Emeritus and a director over aperiod of twenty-five years, and is currently a member of its Research Committee.
Senator Gerstein earned his BSc in Economics from the University of Pennsylvania (Wharton School of Finance and
Commerce).

Mr. Gerstein's substantial experience on the boards of numerous other public companies and his prior experience as an
executive of a substantial public company make him avalued advisor and highly qualified to serve as chairman of our board
of directors and as chairman of our Nominating and Corporate Governance Committee.

Ken Hartwick, C.A. has been adirector of Atlantic Power since October 2004. Ken Hartwick has over 13 years of
management experience in the energy sector, and 20 years experience in the financial sector. Mr. Hartwick's experience in the
energy industry spans several markets having played an integral role as an executive officer for Just Energy since April 2004,
helping launch their businesses in Alberta, British Columbia, Indiana, and Texas as well as growing the businesses already
established in Manitoba, Ontario, Quebec, Illinois and New Y ork. He currently serves as the President and CEO for, and isa
director on the board of Just Energy, an integrated retailer of commaodity products. Mr. Hartwick has served as President and
CEO for Just Energy since June 2008, as President from 2006 until June 2008, and as Chief Financial Officer from April
2004 to 2006. Mr. Hartwick understands the issues facing the electricity industry through his previous role as Chief Financial
Officer of one of the largest distribution companiesin North America, Hydro One Inc., where he gained increasing
executive-level responsibility throughout his career, and provided strategic direction as Ontario transitions towards a
competitive energy marketplace. Mr. Hartwick earned his Honours of Business Administration from Trent University,
Peterborough, Ontario.

103




Mr. Hartwick's substantial experience in the energy industry and financial sector make him a valued advisor and highly
qualified to serve as amember of our board of directors and as chairman of our Audit and Compensation Committees.

John McNeil has been a director of Atlantic Power since October 2004. Mr. McNeil is President of BDR
NorthAmerica Inc., an energy consulting company based in Toronto, Ontario. Prior to his appointment at BDR
NorthAmericalnc. in 2000, Mr. McNeil was Managing Director Investment Banking with Scotia Capital Inc. from 1996 to
1999. Previously, he was a Senior Vice-President and Director of ScotiaMcLeod Inc. from 1991 to 1995. Mr. McNeil has
extensive expertise in the areas of asset management models, capitalization, mergers and acquisitions, business and enterprise
valuations, capital markets and market ratings and has worked extensively throughout North America and Europe.
Mr. McNeil specializesin the electric power sector and his major focus in recent years has been in the field of corporate and
enterprise unbundling and reconstitution resulting from the restructuring of the electricity sector in North America.
Mr. McNeil earned aB.A. (Honors) from Queens University, a Bachelor of Laws from the University of Toronto and a
Master of Business Administration from the University of British Columbia.

Mr. McNeil's extensive experience in the financial and capital markets sectors, as well as his expertise in the electric
power sector, make him avaued advisor and highly qualified to serve as a member of our board of directors.

Richard Foster Duncan was elected as adirector of Atlantic Power at our annual general meeting of shareholders held
on June 29, 2010. Mr. Duncan has more than 30 years of senior corporate, investment banking, and private equity experience.
He joined Advantage Capital Partnersin April 2009 as Managing Director with senior management responsibility for the
firm's energy related portfolio and energy initiatives. From 2005 through April 2009, Mr. Duncan was managing member of
KD Capital L.L.C., an affiliate of Kohlberg Kravis Roberts & Co. ("KKR"), which he and KKR formed in 2005. He worked
with KKR and its portfolio companies in connection with creating value and identifying and investing in the energy, utility,
natural resources, and infrastructure sectors. From 2001 through 2005 he was with Cinergy Corporation. Mr. Duncan joined
Cinergy Corporation as Executive Vice President and CFO of Cinergy Corporation with overall corporate financial
responsibility for all financia functions and also served as CEO and President of Cinergy's Commercial Business Unit in part
of 2004 and 2005. While at Cinergy, he was responsible for Cinergy's energy merchant operations and regulated generation,
including a portfolio of more than 19,000 megawatts. He was responsible for Cinergy's wholesal e electric, natural gas and
coal marketing, and international operations. Mr. Duncan is active with the Edison Electric Institute, serves as a member of
the Wall Street Advisory Group, and is the past Chairman of the Finance Executive Advisory Committee. Earlier in his
career, he has also held senior management positions at LG& E Energy Corp., asubsidiary of E.ON AG, and
Freeport-McMoRan Copper & Gold and Howard, Weil, Labouisse, Friedrichs Inc. Mr. Duncan is on the board of directors of
North American Energy Alliance, LLC in Iselin, NJand SensorTran Inc. in Austin, TX and also serves on the Board of
Advisors of GridPoint, Inc. in Arlington, VA. Heis active in anumber of civic organizations including the board of directors
of the Eye, Ear, Nose and Throat Hospital Foundation in New Orleans, the Board of Trustees of Cincinnati Country Day
School and in Charlottesville, Virginiathe National Advisory Board of the University of Virginia Jefferson Scholars
Program. Mr. Duncan graduated with Distinction from the University of Virginiaand later received his MBA degree from the
A. B. Freeman Graduate School of Business at Tulane University.

Mr. Duncan's extensive experience as a senior executive in the electric utility industry, as well as his experience in the
private equity sector make him avalued advisor and highly qualified to serve on our board of directors.

Holli Nicholswas elected as a director of Atlantic Power at our annual general meeting of shareholders held on June 29,
2010. Ms. Nichols has over 10 years of experiencein financial roles at
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Dynegy, Inc., alarge independent power company listed on the NY SE, and is a Certified Public Accountant. Sheis currently
Executive Vice President and Chief Financial Officer of Dynegy and has been in that role since December 2005. From May
2004 to December 2005, she was Senior Vice President and Treasurer. From June 2003 to May 2004, she was Senior Vice
President and Controller and held other financial roles at the company from May 2000 through May 2004. Prior to joining
Dynegy, Ms. Nichols was a Senior Audit Manager with PricewaterhouseCoopers. She also serves on the board of His Grace
Foundation, which supports children who undergo bone marrow transplants. Ms. Nichols earned a bachelor's of science
degree from Baylor University and a Masters of Business Administration from Rice University.

Ms. Nichols extensive experience as a senior executive in the independent power industry, as well as her financial and
accounting background make her a valued advisor and highly qualified to serve on our board of directors.

Barry Welch has been our President and Chief Executive Officer since October 2004 (until December 31, 2009, through
the Manager) and a Director since June 2007. Prior to joining Atlantic Power Corporation, Mr. Welch was the Senior Vice
President and co-head of the Bond & Corporate Finance Group of John Hancock Financial Services ("John Hancock™),
Boston, Massachusetts, from 2000 to 2004. Mr. Welch served on several committees at John Hancock, including its Pension
Investment Advisory Committee and Investment Operating Committee. Mr. Welch was Chairman of John Hancock's Bond
Investment Committee and reported monthly on investment portfolio, strategy and activity to the Committee of Finance of
John Hancock's board of directors. Mr. Welch also led the development and approval of John Hancock's involvement with
ArcLight Capital Partners and served as a member of ArcLight Energy Partners Fund I's Investment Committee. During his
time at John Hancock, Mr. Welch headed the Bond and Corporate Finance Group's Power and Energy investment team. From
1989 to 2004, he was involved directly or oversaw $25 hillion of investments in more than 1,000 utility, project finance and
oil and gas transactions. Prior to joining John Hancock, Mr. Welch spent more than three years as a developer of power
projects at Thermo Electron Corporation's Energy Systems Division (later known as Thermo Ecotek). There, he was involved
in greenfield development of natural gas, wood and waste-to-energy projects, as well as asset management roles for operating
plants. Mr. Welch earned a Bachelors of Science in Mechanical and Aerospace Engineering from Princeton University, and a
Masters of Business Administration from Boston College. Mr. Welch serves on the board of directors of the Walker Home
and School in Needham, Massachusetts.

Mr. Welch's extensive experience in energy investment and related activitiesin the financial sector, aswell as his
in-depth knowledge of our company through his position as President and Chief Executive Officer, make him highly qualified
to serve as a member of our board of directors.

Patrick Welch, who is not related to Barry Welch, has been our Chief Financial Officer since May 2006 (until
December 31, 2009, through the Manager). He has an extensive background in the energy and independent power industries.
Before joining Atlantic Power, from January 2004 to May 2006, Mr. Welch was Vice President and Controller of DCP
Midstream, ("DCP") and DCP Midstream Partners, LP ("DCPLP") headquartered in Denver, Colorado. DCP is a private
midstream natural gas company owned by Spectra Energy and ConocoPhillips and DCPLP is a public master limited
partnership sponsored by DCP. In these roles, Mr. Welch was responsible for all accounting, budgeting, SEC and financial
reporting and compliance with Section 404 of the Sarbanes-Oxley Act of 2002 for DCP and DCPLP. Prior to that he held
various positions at Dynegy Inc. in Houston, Texas, including Vice President and Controller for Dynegy Generation, and
Assistant Corporate Controller. Prior to Dynegy, Mr. Welch was a Senior Audit Manager in the Energy, Utilities and Mining
Practice of PricewaterhouseCoopers LLP, predominantly in Houston, Texas, where he served several major energy clients.
He earned his bachelors degree from the University of Central Oklahoma and is a Certified Public Accountant.
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Paul Rapisarda has 25 years of experience in energy, utility and independent power investment banking. Mr. Rapisarda
is currently Managing Director of Acquisitions and Asset Management at Atlantic Power. From 2001 to early 2008 he was a
Principal with Compass Advisors, a boutique M&A advisory firmin New Y ork, where he was involved in numerous strategic
advisory, restructuring and principal transactions in the energy and power sectors. Prior to Compass Advisors, Mr. Rapisarda
held senior positions with the energy and utilities investment banking teams at Schroders, Merrill Lynch and BT Securities.
Prior to that he was a Managing Director and Co-Head, Utilities and Structured Finance, at Drexel Burnham Lambert. While
at Drexel, he also worked with the firm's chief financial officer in making direct tax-oriented investments on the firm's behalf.
Over the course of his career, Mr. Rapisarda has worked on a broad range of capital markets and advisory transactions
including substantial experience in cross-border and emerging markets. He earned his Bachelors degree from Amherst
College and his MBA from Harvard Business Schoal.

William Daniels has been with Atlantic Power since March 2007. He is currently Senior Director of Asset Management.
Mr. Daniels has 26 years of experience in oil and gas exploration, independent power development, project finance and asset
management. Prior to joining Atlantic Power, from January 2006 to February 2007, Mr. Daniels was Director, Asset
Management at American National Power. He has held various positions in asset management and project finance at Calpine
Corp. (March 2001 to January 2006), Edison Mission Energy, Citizens Power and the Toronto-Dominion Bank. Prior to
receiving his MBA, he worked with Mitchell Energy Corp. as an exploration geologist. Mr. Daniels earned a Bachelor of
Science degree in Geology from the University of Rochester, aMaster of Science in Geology from the Ohio State University,
and an MBA from Columbia University Business School.

John J. Hulburt has been the Corporate Controller of Atlantic Power since June 2008. Mr. Hulburt has 14 years of
experience in the accounting industry. Before joining Atlantic Power, from February 2007 to June 2008, Mr. Hulburt was
Controller of GreatPoint Energy, Inc. headquartered in Cambridge, Massachusetts. GreatPoint Energy is a technology-driven
natural resources company and the developer of a proprietary, highly-efficient catalytic process, known as hydromethanation.
Mr. Hulburt was responsible for all accounting, budgeting and financial reporting for GreatPoint Energy. Prior to that he was
the Chief Financial Officer at Datawatch Corporation (December 2004 to January 2007) in Chelmsford, Massachusetts, and
the Chief Financial Officer at Bruker Daltonics in Billerica, Massachusetts (April 2000 to June 2004). Datawatch and Bruker
Daltonics were publicly listed Companies on the NASDAQ Exchange. He was responsible for all accounting, budgeting, SEC
and financial reporting for Datawatch and Bruker Daltonics. Prior to Bruker Daltonics, Mr. Hulburt was an Audit Manager in
the Hi-Technology and Manufacturing Practice of Ernst & Young LLP, where he served several major Hi-Tech and
Manufacturing clients. He earned his bachelors degree from the Merrimack College and is a Certified Public Accountant.

Composition of our board of directors

Our directors are elected by our shareholders at our annual meeting, which is generally held in June of each year.
Directors hold office for one year or until their successors are chosen. At our annual general and special meeting of
shareholders on June 29, 2010, shareholders approved increasing the size of the board from five to six directors and approved
changes to our Articles of Continuance reducing the minimum Canadian residency requirement for directors from 50% to
25%.

Our board of directors has evaluated the independence of each director within the meaning of the requirements of the
NY SE and has determined that each of Messrs. Gerstein, Hartwick, McNeil and Duncan and Ms. Nicholsis an "independent
director" under our independence standards and under the NY SE corporate governance rules. These five directors comprise a
majority of our six-member board of directors.
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Compensation of Directors
Director Fees

Each independent director is entitled to receive an annual retainer of $40,000 and $1,500 per meeting attended in person
or $500 per meeting attended by phone. The chair of the board of directors' Audit Committee and Compensation Committee
receive an additional $10,000 per year. Directors are reimbursed for out-of-pocket expenses for attending meetings. Our
directors also participate in the insurance and indemnification arrangements described below.

Equity Ownership Guideline

On April 24, 2007, the board of directors adopted an equity ownership guideline for independent directors. The guideline
provides that by April 24, 2010 (for existing independent directors) or within three years of their initial election (for new
independent directors), each independent director should own equity securities of Atlantic Power (which will include notional
sharesissued under the deferred share unit plan described below), representing an investment by each independent director of
three times their current annual retainer.

Deferred Share Unit Plan

On April 24, 2007, our board of directors established a deferred share unit plan ("DSU Plan") for directors. Under the
DSU Plan, each non-management director is entitled to elect to have fees paid to them by Atlantic Power for their services as
directors contributed to the DSU Plan. All fees contributed to the DSU Plan shall be credited to such director in the form of
notional shares representing the estimated fair value, as determined by Atlantic Power, of the common share component of
the IPSs at the time of contribution. For so long as the participant continues to serve on the board of directors, dividends will
accrue on the notional shares consistent with amounts declared by the board of directors on our common shares and
additional notional shares representing the dividends will be credited to the participant's notional share account. Notional
shares credited to the participant's notional share account may be redeemed only when a participant no longer serves on the
board of directorsfor any reason or upon areorganization of Atlantic Power.

The following table describes director compensation for non-management directors for the year ended December 31,
2009. Directors who are also officers of Atlantic Power are not entitled to any compensation for their services as a director.

Feesearned or

Paid in Cash Total Compensation
Name (USS) (US$)
Irving R. Gerstein 107,000 107,000
Kenneth M. Hartwick(1) 100,500 100,500
John A. McNeil 90,500 90,500
William E. Whitman(2) 91,000 91,000

(1) Mr. Hartwick deferred al of his 2009 feesin the DSU Plan.

(2) Mr. Whitman deferred 25% of his 2009 feesin the DSU Plan. Mr. Whitman is no longer a director as of June 29,
2010.

Compensation Committee Interlocksand Insider Participation

None of the members of the compensation committee of our board of directorsis an officer or employee of Atlantic
Power. No named executive officer of Atlantic Power serves asa member of the
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board of directors or compensation committee of any entity that has one or more named executive officers serving on our
compensation committee.

During 2009, Barry Welch, our President and Chief Executive Officer presented recommendations in connection with
deliberations of our board of directors concerning executive officer compensation.

During the last year, none of our executive officers served as: (i) a member of the compensation committee (or other
committee of the board of directors performing equivalent functions or, in the absence of any such committee, the entire
board of directors) of another entity, one of whose executive officers served on our compensation committee; (i) adirector of
another entity, one of whose executive officers served on our board of directors; or (iii) amember of the compensation
committee (or other committee of the board of directors performing equivalent functions or, in the absence of any such
committee, the entire board of directors) of another entity, one of whaose executive officers served on our board of directors.

Compensation Discussion and Analysis
Introduction

Until December 31, 2009, we were managed through a management services agreement with Atlantic Power
Management, LLC, which we refer to herein as the "Manager," which is owned by two private equity funds managed by
ArcLight Capital Partners, LLC. As such, we did not have any executive officers or other employees and al of the persons
listed in this prospectus as "named executive officers" were employed by the Manager. Effective December 31, 2009, the
management agreement was terminated and all of the employees of the Manager became our employees. In addition, Barry
WEelch, Patrick Welch and Paul Rapisarda entered into executive employment agreements with us in connection with the
termination of the management agreement.

Compensation Objectives

Compensation plays an important role in achieving short and long-term business objectives that ultimately drives
business success in alignment with long-term shareholder goals. The objectives of our compensation program are to:

e attract and retain highly qualified executive officers with a history of proven success;

« digntheinterests of our executive officers with shareholders' interests and with the execution of our business
strategy;

e establish performance goalsthat, if met by Atlantic Power, are expected to improve long-term shareholder value;
and

« tiecompensation to performance with respect to those goals and provide meaningful rewards for achieving them.

Our compensation program is designed to provide adequate reward for services and incentive for our senior management
team to implement both short-term and long-term strategies aimed at increasing shareholder value, and aligning the interests
of senior management with those of our shareholders.

Our compensation program has been established in order to compete with remuneration practices of companies similar
to us and those which represent potential competition for our executive officers and other employees. In this respect, we
identify remuneration practices and remuneration levels of public companies that are likely to compete for our employees. In
designing the compensation program, our board of directors focuses on remaining competitive in the market with respect to
total compensation for each of our executive officers. However, our board of directors does review each
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element of compensation for market competitiveness and it may weigh a particular element more heavily based on the
executive officer'srole.

The following table lists our principal executive officer, principal financial officer, our third senior officer and our two
other most highly compensated non-officer employees, collectively referred to as named executive officers:

Barry E. Welch President and CEO

Patrick J. Welch CFO and Corporate Secretary

Paul H. Rapisarda Managing Director, Asset Management and Acquisitions
William B. Daniels Senior Director, Asset Management

John J. Hulburt Corporate Controller

Elements of Compensation

The compensation of each named executive officer includes a base salary, cash bonus and eligibility for awards under
the long-term incentive plan. All compensation decisions are made by the Compensation Committee of our board of directors.

Base Salary

The base salaries for our named executive officers for 2009 were established by the Manager, but reviewed by our board
of directors as part of the annual approval of the Manager's budget. Thisreview is based on the level of responsibility, the
experience level attained by the relevant named executive officer and his or her personal contribution to our financial
performance with a goal to ensure that the base salaries are appropriate and competitive.

Annual Cash Bonus (Non-equity Incentive Plan Compensation)

Possible annual cash bonus awards are generally based on whether or not duties have been performed well based on the
relevant named executive officer's success in contributing to our operating and financia performance, including achieving
annual goals and objectives approved by the Compensation Committee. The annual goals and objectives are established at the
company level and are broadly based on (i) company growth strategy through acquisitions and organic growth; (ii) operating
performance of existing assets; (iii) investor relations; and (iv) risk management and administrative functions.

In the case of Barry Welch, Patrick Welch and Paul Rapisarda, for each of the three years 2009 through 2011 per the
terms of their respective employment contracts there are three components: (i) a portion of the annual cash bonus, identified
as"Bonus' in the Summary Compensation Table on page 114, is fixed based on the average amount in 2007 and 2008 of the
portion of their bonuses that were paid by the Manager and not reimbursed by Atlantic Power; (ii) a second component is
based on our total shareholder return compared to a group of our peer companies. For this portion, which isincluded in the
column identified as "Non-equity Incentive Plan Compensation” in the Summary Compensation Table on page 114, ascae
establishes a minimum of zero and a maximum of 110% of atarget amount equal to $300,000, $130,000 and $130,000 for
Barry Welch, Patrick Welch and Paul Rapisarda, respectively. Relative performance at greater than the 10™ percentile of the
peer group is required to earn the minimum award and at greater than the 85" percentile of the peer group in order to earn the
maximum award; and (iii) a component from zero to a maximum of 20% of the target in (ii) above, which isalso included in
the column identified as "Non-equity Incentive Plan Compensation” in the Summary Compensation Table on page 114, is
based on our board of directors' assessment of the senior officers performance in contributing to achievement of the
company's approved goals and objectives. Specifically in 2009, the directors based these assessments on (i) for
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Barry WEelch, his contributions to the achievement of goals related to our growth strategy, risk management and investor
relations, (ii) for Patrick Welch, his contributions to the achievement of goals related to our growth strategy, risk management
and investor relations, and (iii) for Paul Rapisarda, his contributions to the achievement of goals related to our growth
strategy and operating performance of existing assets.

Total shareholder return refersto the rate of return that a shareholder would earn on an investment in our common shares
(or, prior to the conversion of our |PSsto common shares, our 1PSs) assuming the investment was held for the entire year and
that monthly dividends were reinvested. Our Compensation Committee includes the following companies in the peer group
for the purpose of determining our relative total shareholder return performance:

*  Brookfield Renewable Power Fund;

*  Capital Power IncomeLP;

*  Northland Power Income Fund;

*  Macquarie Power and Infrastructure Income Fund;
*  Innergex Power Income Fund;

e Bordex, Inc.;

*  Boralex Income Fund;

*  Algonquin Power & Utilities Corp.; and

*  Maxim Power Corp.

In 2009, our total shareholder performance return was at the 89% percentile of our peer group, as calculated by
Hugessen Consulting Group ("Hugessen"). For non-officer executives, the non-equity incentive plan compensation is
determined based on the process of (i) the CEO discussing their performance with their respective managers together as the
officers group, and (ii) the review and discussion by the CEO with the Compensation Committee and their approval. The
percentages of salaries for awards range from 0% to maximum levels that vary for each individual based on an overall
assessment of their contributions to achieving the company's approved goals and objectives.
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Long Term Incentive Plan ("LTIP")

In 2006, our board of directors retained Mercer Human Resource Consulting ("Mercer") to assist in its review of the
compensation of the employees of the Manager. The two primary roles of Mercer were (i) to provide a compensation
benchmarking review, and (ii) to provide areview of LTIP alternatives and assist our board of directorsin the design of the
LTIP that was ultimately approved by the board of directors and by our shareholders. The compensation benchmarking
review provided the board of directors with an objective review of each component of compensation relative to the same
components within a competitive peer group and identified the appropriateness and desirability of implementing the LTIP to
further align the interests of employees of the Manager with those of Atlantic Power and holders of IPSs, and to adequately
assist with attracting and retaining qualified employeesin the relevant U.S. labor pool. The competitive peer group included

the Canadian energy trusts, U.S. oil and gas master limited partnerships and U.S. real estate investment trusts listed in the
following table, as compiled from their respective publicly-filed proxy information. Mercer also generally considered the
overall compensation results shown in the 2005 Financial Services Survey Suite—Private Equity Firms Compensation
Survey. Mercer's review concluded that the overall compensation plan, including the LTIP plan and each other component,

was reasonable and appropriate.

USREITs

Canadian Energy Trusts

US Oil & GasMLPs

Developers Diversified Rity
Mack-Cadli Realty Corp
Reckson Assocs Rity Corp
Weingarten Realty Investment
New Plan Excel Realty Tr
SL Green Redlty Corp
Carramerica Realty Corp
Health Care Pptys Invest Inc.
Arden Realty Inc.

Federal Redlty Invs Trust
Regency Centers Corp
Equity Lifestyles Properties
Glimcher Realty Trust
Heritage Ppty Investment Tr
Pan Pac Retail Pptys Inc.
Equity OneInc.

Affordable Residential Comm
Boykin Lodging Corp.

Sun Communities Inc.
Parkway Properties

Tanger Factory Outlets Ctrs

Associated Estates Realty Corp

Just Energy Income Fund
Altagas Income Trust

ARC Energy Trust

Enerplus Res Fund

Fort Chicago Energy Ptnr
Bonavista Energy Trust
Acclaim Energy Trust
PrimeWest Energy Trust
Baytex Energy Trust
Vermillion Energy Trust
Pembina Pipeline Income Fund
Esprit Eng. Trust (fmr Cdn 88 Energy)
Paramount Energy Trust
Advantage Energy Income Fund
Algonquin Power Income Fund
Trinidad Drilling Ltd.

Focus Energy Trust

Total Energy SvesLtd.

Crosstex Energy Lp
Amerigas Partners Lp
Ferrellgas Partners Lp

Inergy Lp

Genesis Energy Lp

Magellan Midstream Prtnrs Lp
Northern Borders Partners Lp
Pacific Energy Partners Lp
Markwest Energy Partners Lp
VaeroLp

K-Sea Transportation Lp
Atlas Pipeline Partner Lp

The named executive officers and other employees of the Company are eligible to participate in the LTIP as determined
by our board of directors. The purpose of the LTIP isto align the interests of named executive officers with those of our
shareholders and to assist in attracting, retaining and motivating key employees of the Manager by making a significant

portion of their incentive
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compensation directly dependent upon the achievement of critical strategic, financial and operational objectives that are
critical to ongoing growth and increasing the long-term value of Atlantic Power, as well as providing an opportunity to
increase their share ownership over time. The LTIP is designed to help achieve short-term compensation objectives by setting
yearly performance targets that trigger various levels of grants and also to achieve longer term objectives and assist in
retention through the use of both a three-year vesting period and possible forfeiture of awards if certain levels of performance
are not achieved during each grant's vesting period.

The following description applies to our initial LTIP, approved by shareholdersin June 2006 and amended in June 2008.
For each performance period (being, generally, a period of one calendar year commencing on January 1 of each year), for
officers, the board of directors establishes LTIP award percentages that will determine the amount (based on a percentage of
base salary) that each officer isentitled to receive under the LTIP if certain levels of target project cash flow for the
performance period are achieved. For non-officers, atarget range based on percentages of salariesis established by the
officers and approved by the Compensation Committee, but the range is not directly tied to specific cash flow performance
levels. Individual LTIP awards are proposed by the officers based on their evaluation of both the cash flow level achieved by
the company and the individual's contribution to that performance, and approved by the Compensation Committee. Project
cash flow is based on cash flows generated by our projects less management fees, administrative expenses, corporate interest,
taxes and any other adjustments determined by our board of directors, which discretion is exercised narrowly and may reflect
either increases or decreases to project cash flow performance. LTIP awards for each performance period are determined by
the board of directors based on our actual cash flow. In making this determination, the board of directors has discretion to
consider other factors, related to our performance. If certain levels of target project cash flow are achieved as determined by
our board of directors, the named executive officer will be eligible to receive a number of notional units (including fractional
units) to be calculated by dividing an incentive amount (based on the LTIP award percentages and the named executive
officer's base salary) by the market price per IPS. The market price per IPS or common shareis defined in the LTIP as the
weighted average closing price of 1PSs or common shares on the TSX for the five daysimmediately preceding the applicable
day. Notiona units are meant to track the investment performance of 1PSs or common shares, under the amended LTIP,
including share prices and dividends. Any notional units granted to a participant in respect of a performance period will be
credited to anotional unit account for each participant on the determination date for such performance period. Each notional
unit is entitled to receive distributions equal to the distributions on an IPS, to be credited in the form of additional notional
unitsimmediately following any distribution on the | PSs. Subsequent to our conversion to a common share structure, all
referencesto "IPS' in the LTIP were changed to "Common Shares" and all referencesto distributions on |PSs were changed
to dividends on common shares.

For grants under the LTIP, one-third of the notional unitsin a participant's notional unit account for a performance
period vest on the 13-month anniversary following the determination date for such performance period, 50% of the notional
units remaining in a participant's notional unit account for a performance period vest on the second anniversary date of the
determination date for such performance period, and all remaining notional unitsin a participant's notional unit account for a
performance period vest on the third anniversary of the determination date for such performance period.

On the applicable vesting date for notional units held in a participant's notional unit account, we redeem such vested
notional units as follows: (i) one-third by lump sum cash payment (generally intended to be withheld toward payment of taxes
that will be owed due to the vesting), and (ii) the remaining two-thirds by an exchange for common shares. Notwithstanding
the foregoing, a named executive officer may elect to redeem such notional units for 100% common shares upon prior written
notice of such election. All issuances of common shares on redemption of notional units under the
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LTIP are subject to compliance with applicable securities laws. In addition, the board of directors has the discretion to redeem
notional units 100% with cash and has exercised this discretion for all notional units vested since the inception of the LTIP,
except for those that have vested in the notional unit accounts of our senior officers.

If the net cash flows (as determined by our board of directors) achieved in a performance period are less than 80% of the
target project cash flow previously approved by our board of directors for that performance period, all notiona units having a
vesting date in the next performance period will be cancelled, will no longer be redeemable for common shares and the
executive officers will forfeit al rights, title and interest with respect to such notional units, unless otherwise expressly
determined by our board of directors, as administrators of the LTIP.

Pursuant to each senior executive's employment agreement, each senior executive is digible for an annual award under
the LTIP up to amaximum of 150% of their annual base salary. The same percentages versus target cash flow levels are used
for all of the officers. In 2009, achieving a minimum of $69.0 million of project cash flow was reguired to obtain the first tier
of 50% of salariesfor officers, and their maximum 150% award could be achieved only if the we achieved at | east
$90.9 million of project cash flow. Named executive officers other than senior executives are eligible for an annua award
under the LTIP ranging from 0% to 80% of their annual base salary. For William Daniels and John Hulburt, the minimum
award is 0% of their salary and the maximum award is 80% of their salary.

In 2009, Hugessen was retained to assist the Board in assessing our existing L TIP and proposing several design changes.
The purpose of the LTIP changesisto further align the interests of our officers and employees with shareholders and to assist
in attracting, retaining and motivating our key employees.

In early 2010, our board of directors approved amendments to the L TIP. The amendments do not impact grants for the
2009 performance year or unvested notional units related to grants made prior to the amendments. The amended LTIP will be
effective for grants beginning with the 2010 performance year and was approved by the shareholders at our annua general
meeting held on June 29, 2010.

Under the amended LTIP, the notional units granted to plan participants will have the same characteristics as the
notional units under the old LTIP. However, the number of notional units granted will be based, in part, on our total
shareholder return compared to a group of peer companiesin Canada. In addition, vesting of notional units for senior
executives will occur on athree-year cliff basis as opposed to ratable vesting over three years under the old LTIP.

401(k) Matching Contributions

We also make annual matching contributions to each named executive officer's 401(k) plan account based upon a
predetermined formula. The purpose of the matching contributionsis to supplement the named executive officer's personal
savings toward future retirement as we have no pension plan. The matching formulafor al employees, including named
executive officers, is equal to the employee's 401(k) contribution up to 7% of base salary and cash bonus, up to the maximum
allowed by Internal Revenue Service ("IRS") regulations. The IRS maximum contribution in 2009 was $16,500 for
participants under age 50 and $22,000 for participants 50 and over.
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Summary Compensation Table

The following table sets forth a summary of salary and other annual compensation earned during the year ended
December 31, 2009 by each named executive officer (in USS$).

Nameand Principal Position

Barry E. Welch
Director, President and Chief Executive Officer

Patrick J. Welch
Chief Financial Officer and Corporate Secretary

Paul H. Rapisarda
Managing Director, Asset Management and
Acquisitions

William B. Daniels
Senior Director Asset Management

John J. Hulburt
Corporate Controller

Non-equity
Incentive
Stock Plan All Other Total
Year Salary Bonus(1) Awards(2) Compensation Compensation(3) Compensation

2009 535,000 400,000 472,500 390,000 22,000 1,819,500
2009 259,500 130,000 226,800 169,000 16,500 801,800
2009 257,500 130,000 225,000 169,000 22,000 800,500
2009 185,000 — 110,500 166,500 22,000 484,000
2009 180,000 — 87,500 80,000 12,601 360,101

(1) Representsthe fixed portion of annual cash bonus for 2009 through 2011 payable under the terms of each executive
officer's new employment contract executed in connection with the management internalization in December 2009.
For 2009, these amounts were paid by the Manager and not reimbursed by Atlantic Power.

(2) The amounts shown above under "Stock Awards' reflect the grant date fair value of notional units granted during the
year under the terms of the LTIP and are calculated in accordance with FASB ASC Topic 718.

(3) Amounts represent company matching contributions to the 401(k) plan accounts of each executive officer.
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Following are grants of plan-based awards during the year ended December 31, 2009 for each named executive officer.

Estimated Future Payouts Under
Non-equity Incentive

Plan Awards(a) Grant Date Fair
All Other Stock Valueof LTIP
Minimum Target Maximum Awards Awards
Name Grant Date O] O] O] (#(h) ()
Barry E. Welch N/A — 300,000 390,000
3/31/09 82,008 472,500
Patrick J. Welch N/A — 130,000 169,000
3/31/09 39,364 226,800
Paul H. Rapisarda N/A — 130,000 169,000
3/31/09 39,052 225,000
William B. Daniels N/A — 138,750 185,000
3/31/09 19179 110,500
John J. Hulburt N/A — 72,000 90,000
3/31/09 15,187 87,500

(@ Amounts shown represent the range of possible annual cash bonus. In addition Barry Welch, Patrick Welch and Paul
Rapisarda receive an annual fixed bonus under the terms of their executive employment agreements. The amount of
the annual fixed bonus is $400,000 for Barry Welch and $130,000 for Patrick Welch and for Paul Rapisarda.

(b) Theamount shown represents the number of notional units granted for the 2008 performance year that was approved
by our board of directors on March 31, 2009.

(c) Amounts are calculated in accordance with FASB ASC Topic 718.

Compensation of Barry Welch

Prior to December 31, 2009, Barry Welch was the President and Chief Executive Officer of the Manager. Beginning in
2010, Mr. Welch became our President and Chief Executive Officer. For the year ended December 31, 2009, Mr. Welch
received a base salary of $535,000, an annual bonus of $790,000 ($400,000 of which was paid by the Manager and not
reimbursed by us), and in March 2010 a grant of 41,565 notional units under the initial LTIP with an estimated total fair
market value of $535,000 as at the date of grant.

Mr. Welch's base salary was historically established by the Manager, but reviewed by our independent directors as part
of the annual approval of the Manager's budget, based on his responsibilities, his execution of our strategic business plan,
whether it is appropriate and competitive relative to compensation of similar positions with competitive peer firms and
changesto local cost of living. His salary increased by $10,000 as of January 2009 and is unchanged for 2010.

Starting with the 2009 performance year, Mr. Welch's bonus was determined with one portion equal to the average level
that the Manager's portion of his bonus had been paid for the prior two years, that being $400,000, which was paid by the
Manager and not reimbursed by us. The other portion of Mr. Welch's bonus was determined based on the sum of a maximum
$330,000 determined by our 2009 total shareholder return performance relative to our peer group and a maximum $60,000
based on the independent directors assessment of his performance against annually approved goals and objectives.

115




The 2009 LTIP award to Mr. Welch was based on his contribution to achieving target levels of a cash flow measure that
are approved each year by our independent directors, as well as progress in successfully executing our strategic plan and
goals and objectives, which are also approved by our independent directors each year. The maximum annual award has been
set at 150% of base salary with vesting occurring ratably over the three-year period immediately following the LTIP award.
Based on our actua project cash flow of $78.8 million, and board of directors' discretion, the LTIP award for the 2009
performance year for al senior officers was set at 100% of their base salary, compared to the prior year's 90% and was
granted by our board of directors on March 29, 2010.

Compensation of Patrick Welch

Prior to December 31, 2009, Patrick Welch was the Chief Financial Officer and Corporate Secretary of the Manager.
Beginning in 2010, Mr. Welch became our Chief Financial Officer and Corporate Secretary. For the financial year ended
December 31, 2009, Mr. Welch received a base salary of $259,000, and an annual bonus of $299,000 ($130,000 of which was
paid by the Manager and not reimbursed by us), and in March 2010 a grant of 20,161 notional units under the LTIP with an
estimated total fair market value of $259,500 as at the date of grant.

Mr. Welch's base salary was historically established by the Manager, but reviewed by our independent directors based
on hisresponsibilities, hisrolein execution of our strategic business plan and whether it is appropriate and competitive
relative to compensation of similar positions with competitive peer firms and changesto local cost of living. Mr. Welch's
salary wasincreased by $7,500 as of January 2009 and is unchanged for 2010.

Starting with the 2009 performance year, Mr. Welch's bonus was determined with one portion fixed at approximately the
average level that the Manager's portion of his bonus had been paid for the prior two years, or $130,000, which was paid by
the Manager and not reimbursed by us. The other portion of Mr. Welch's bonus was determined based on the sum of a
maximum $143,000 determined by our 2009 total shareholder return performance relative to our peer group and a maximum
$26,000 based on the independent directors assessment of his performance against annually approved goals and objectives.

LTIP awardsto Mr. Welch are based on his contribution to achieving target levels of a cash flow measure that are
approved each year by our independent directors, as well as progressin successfully executing our strategic plan and goals
and objectives, which are also approved by our independent directors each year. Currently, the maximum annua award has
been set at 150% of base salary with vesting occurring ratably over the three-year period immediately following the LTIP
award. Based on our actual cash flow of $78.8 million, and the board of directors' discretion, the LTIP award for the 2009
performance year for al senior officers was set at 100% of base salary compared to the prior year's 90% and was granted by
our board of directors on March 29, 2010.

Compensation of Paul Rapisarda

Prior to December 31, 2009, Paul Rapisarda was the Managing Director, Asset Management and Acquisitions of the
Manager. Beginning in 2010, Mr. Rapisarda became our Managing Director, Asset Management and Acquisitions. For the
financial year ended December 31, 2009, Mr. Rapisarda received a base salary of $257,500, an annual bonus of $299,000
(%$130,000 of which was paid by the Manager and not reimbursed by us), and agrant of 20,006 notional units under the LTIP
with an estimated total fair market value of $257,500 as at the date of grant.

Mr. Rapisarda's base salary was historically established by the Manager, but reviewed by our independent directors
based on hisresponsibilities, hisrolein execution of our strategic business plan and whether it is appropriate and competitive
relative to compensation of similar positions with competitive peer firms and changes to local cost of living. His salary was
increased by $7,500 in 2009 and is unchanged in 2010.
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Starting with the 2009 performance year, Mr. Rapisarda's bonus was determined with one portion fixed at approximately
the average level that the Manager's portion of his bonus had been paid for the prior two years, or $130,000, which was paid
by the Manager and not reimbursed by us. The other portion of Mr. Rapisarda's bonus was determined based on the sum of a
maximum $143,000 determined by our 2009 total shareholder return performance relative to our peer group and a maximum
$26,000 based on the independent directors' assessment of his performance against annually approved goals and objectives.

LTIP awardsto Mr. Rapisarda are based on his contribution to achieving target levels of a cash flow measure that are
approved each year by our independent directors, as well as progress in successfully executing our strategic plan and goals
and objectives, which are also approved by our independent directors each year. Currently, the maximum annua award has
been set at 150% of base salary with vesting occurring over the three-year period immediately following the LTIP award.
Based on our actual cash flow of $78.8 million, and the board of directors' discretion, the LTIP award for the 2009
performance year for al senior officers was set at 100% of base salary versus the prior year's 90% and was granted by our
board of directors on March 29, 2010.

Compensation of William Daniels

Prior to December 31, 2009, William Daniels was the Senior Director, Asset Management of the Manager. Beginning in
2010, Mr. Daniels became our Senior Director, Asset Management. For the financial year ended December 31, 20009,
Mr. Daniels received a base salary of $185,000, an annual bonus of $166,500 ($136,000 of which was paid by the Manager
and not reimbursed by us) and a grant of 10,061 notional units under the LTIP with an estimated total fair market value of
$129,500 as at the date of grant.

Mr. Daniels base salary was historically established by the Manager, but reviewed by our independent directors based
on hisresponsibilities, hisrolein execution of our strategic business plan and whether it is appropriate and competitive
relative to compensation of similar positions with competitive peer firms and changes to local cost of living. His salary was
increased by $15,000 in 2009 and is unchanged for 2010.

Mr. Daniels 2009 annual bonus was determined using 90% of his salary, which was agreed upon among the Manager,
the independent directors and our three senior executives based on an assessment of his contributions to achievement of our
annual goals and objectives approved by our board of directorsin January 2009.

LTIP awardsto Mr. Daniels are based on his contribution to achieving target levels of a cash flow measure that are
approved each year by our independent directors, as well as progressin successfully executing our strategic plan and goals
and objectives, which are also approved by our independent directors each year. Vesting of this award occurs ratably over the
three-year period immediately following the LTIP award. Based on our actual cash flow compared to the project cash flow
levels, and the board of directors discretion, Mr. Daniels LTIP award in 2009 was set at 70% of base salary versus the prior
year's 65% and was granted by our board of directors on March 29, 2010.

Compensation of John J. Hulburt

Prior to December 31, 2009, John Hulburt was the Corporate Controller of the Manager. Beginning in 2010, Mr. Hulburt
became our Corporate Controller. For the financial year ended December 31, 2009, Mr. Hulburt received a base salary of
$180,000, an annual bonus of $80,000 ($40,000 of which was paid by the Manager and not reimbursed by us) and a grant of
8,391 notional units under the LTIP with an estimated total fair market value of $108,000 as at the date of grant.
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Mr. Hulburt's base salary was historically established by the Manager, but reviewed by our independent directors based
on hisresponsibilities, hisrolein execution of our strategic business plan and whether it is appropriate and competitive
relative to compensation of similar positions with competitive peer firms and changes to local cost of living. His salary was
increased by $5,000 in 2009 and $3,000 beginning in January 2010.

Mr. Hulburt's 2009 annual bonus was determined using approximately 44% of his salary, which was agreed upon among
the Manager, the independent directors and our three senior executives based on an assessment of his contributions to
achievement of our annual goals and objectives approved by our board of directorsin January 2009.

LTIP awardsto Mr. Hulburt are based on his contribution to achieving target levels of a cash flow measure that are
approved each year by our independent directors, as well as progressin successfully executing our strategic plan and goals
and objectives, which are also approved by our independent directors each year. Vesting of this award occurs ratably over the
three-year period immediately following the LTIP award. Based on our actua cash flow compared to the project cash flow
levels, and the board of directors' discretion, the LTIP award for the 2009 performance year was set at 60% of base salary
versus the prior year's 50% and was granted by our board of directors on March 29, 2010.

Outstanding Share-Based Awards

The following table sets forth, for each named executive officer, all share-based awards outstanding under the terms of
the LTIP as of December 31, 2009:

Share-Based Awards
Market or pay-out

Number of sharesor value of share-based

units of sharesthat awardsthat have not
Name have not vested(1)(2) vested (US$)(2)
Barry E. Welch 178,317 1,945,442
Patrick J. Welch 85,592 933,812
Paul H. Rapisarda 50,943 555,793
William B. Daniels 30,543 333,222
John J. Hulburt 16,576 180,839

(1) Notiona units granted under the LTIP vest over athree-year period in accordance with the terms of the LTIP,
subject to performance-based forfeiture.

(2) Thisamount includes notional units credited under the LTIP to the Notional Unit Account of the Named Executive
Officer at the time of the monthly distributions made on the 1PSs during the fiscal year ended December 31, 2009.

Stock Vested

The following table sets forth, for each named executive officer, the value of all share-based incentive plan awards
vested during the year ended December 31, 20009:

Number of Shares Value Realized
Name Acquired on Vesting (US$) on Vesting (US$)
Barry E. Welch 38,055 416,196
Patrick J. Welch 18,266 199,775
Paul H. Rapisarda 2,529 27,665
William B. Daniels — 31,936

John J. Hulburt — —
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Employment Contracts

Each of Barry Welch (President and Chief Executive Officer), Patrick Welch (Chief Financial Officer and Corporate
Secretary) and Paul Rapisarda (Managing Director, Asset Management and Acquisitions) were employees of the Manager,
which managed our business under the management agreement through its termination date of December 31, 2009. In
connection with the termination of the management agreement on December 31, 2009, we hired all of the employees of the
Manager. As aresult, the employment agreements with our senior executives were terminated and were replaced with new
employment agreements. To assist in the structuring and negotiation of the employment agreements, our independent
directors employed Hugessen to review and advise on their terms to ensure that the agreements were consistent with best
practices in the marketplace. The most significant change in the new employment agreements are the removal of the Manager
as a party to the agreements and the assumption by our independent directors of all compensation decisions related to our
senior executives. Each of the employment agreements provides the respective officer with the following: (i) aninitial annual
base salary, which is subject to annual review; (ii) eligibility for a performance-based annual cash bonus; (iii) eligibility to
participate in the LTIP; and (iv) certain other customary employee benefits. Under the employment agreements, the annual
base salary for 2010 for Barry Welch, Patrick Welch and Paul Rapisardais $535,000, $259,500 and $257,500, respectively.

Termination and Change of Control Benefits

Each named senior executive officer's employment agreement provides that if the respective officer isterminated
without cause, or within 90 days preceding or one year after a change in control or if he resigns within that time period
because certain further triggering events have occurred including a constructive dismissal, reduction in salary or benefits,
relocation, change in position of employment or reporting relationships, or breach of the employment agreement, then the
following are paid or provided under the employment agreement: (i) his salary and bonus pro-rated through the termination
date; (ii) atermination payment equal to three times the average (in the case of Barry Welch) or one times the average (in the
case of Patrick Welch and Paul Rapisarda), during the last two years, of the sum of the respective officer's: (a) base salary,
(b) annual cash bonus, and (c) the most recent matching contribution to his 401(k) plan; (iii) immediate vesting of all
previous awards under the LTIP which had not yet vested; (iv) continuation of all employee benefits for a period of two years
(in the case of Barry Welch) or one year (in the case of Patrick Welch and Paul Rapisarda) following termination; and
(v) costs of outplacement services customary for senior executives at the respective officer's level for a period of 12 months
following termination with the cost capped at $25,000. The employment agreements also contain non-competition and
non-solicitation limitations on each of the officers following certain termination events. The non-competition restrictions
apply for aperiod of one year or one month (in the case of Barry Welch) or aperiod of one month or six months (in the case
of Patrick Welch and Paul Rapisarda) following termination depending on the circumstances of the termination and the
non-solicitation restrictions apply for aperiod of two years (in the case of Barry Welch) or one year (in the case of Patrick
Welch and Paul Rapisarda) following the date of termination.

In each senior executive officer's employment agreement, the term "Change in Control" means the occurrence of any of
the following events: (i) the sale, lease or transfer to any person or group, in one or a series of related transactions, of our
assets, directly or indirectly, which assets generated more than 50% of our cash flow in a 12-month period ended on the last
day of the most recent fiscal quarter to any person or group; (ii) the adoption of a plan related to our liquidation or
dissolution; (iii) the acquisition by any person or group of adirect or indirect interest in more than 50% of our common shares
or voting power; (iv) our merger or consolidation with another person with the effect that immediately after such transaction
our shareholders immediately prior to such transaction hold, directly or indirectly, less than 50% of the voting control over
the person surviving such merger or consolidation; or (v) we enter into any agreement providing for any of the foregoing; or
the date which
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is 90 days prior to a definitive announcement of any of the foregoing whichever is earlier, and the transaction contemplated
thereby is ultimately consummated.

If Barry Welch, Patrick Welch or Paul Rapisardais terminated for cause, then he will be entitled to all vested benefits
under al incentive compensation or other plans in accordance with the terms and conditions of such plan, however he will not
be entitled to the payments or benefits listed in items (i) through (v) in the second preceding paragraph above, except as may
be required by applicable law. "Cause" is defined in each employment agreement as "atermination by reason of the
Company's good faith determination that the Executive (i) engaged in willful misconduct in the performance of his duties,

(i) breached afiduciary duty to the Company for personal profit to himself, (iii) after determination by a court of competent
jurisdiction, willfully violated any law, rule or regulation of agovernmental authority with jurisdiction over the Executive or
the Company at the time and place of such violation (other than traffic violation or similar offenses) or any final cease and
desist order of acourt or other tribunal of competent jurisdiction, or (iv) materially and willfully breached this Agreement. No
act, or failure to act, on the Executive's part shall be considered "willful" unless he has acted, or failed to act, with an absence
of good faith and without a reasonable belief that this action or failure to act wasin the best interest of the Company."

The following table provides, for each of the foregoing senior executive officers, an estimate of the payments payable by
us, assuming atermination for any reason other than cause, including the occurrence of the triggering events described above,
took place on December 31, 2009:

2009 Vesting of
Termination Pro-Rata Stock Based Employee
Payment(1) Bonus Compensation Benéfits Total
Name Typeof Payment (US9) (US9) (US9) (US9) (USY)
Barry E. Welch Termination without Cause or in 3,643,500 790,000 1,992,216 85,576 6,511,293
connection with Change of Control
Patrick J. Welch Termination without Cause or in 492,250 299,000 956,264 55,288 1,802,802
connection with Change of Control
Paul H. Rapisarda Termination without Cause or in 500,750 299,000 569,156 55,283 142419

connection with Change of Control

(1) Includesthree timesthe average (in the case of Barry Welch) or one times the average (in the case of Patrick Welch
and Paul Rapisarda), during the last two years, of the sum of the respective officer's: (a) base salary, (b) annual Bonus,
and (c) the most recent matching contribution to his 401(k) plan.

Compensation Risk Assessment

We have reviewed our compensation policies and practices for all employees and concluded that any risks arising from
our policies and programs are not reasonably likely to have a material adverse effect on our company. We believe that the
mix and design of the elements of executive compensation do not encourage management to assume excessive risks. We
reviewed the elements of executive compensation to determine whether any portion of executive compensation encouraged
excessive risk taking and concluded:

e our dlocation of compensation between cash compensation and long-term equity compensation, combined with the
vesting schedule under our LTIP, discourages short-term risk taking;

e our approach of goal setting, setting of targets with payouts at multiple levels of performance, capping the amount
of our incentive payouts, and evaluation of performance results assist in mitigating excessive risk-taking;

e our compensation decisions include subjective considerations, which limit the influence of formulae or objective
factors on excessive risk taking; and

e our business does not face the same level of risks associated with compensation for employees at financial services
firms (traders and instruments with a high degree of risk).
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CERTAIN RELATIONSHIPSAND RELATED PARTY TRANSACTIONS

See the information regarding our executive officers' prior employment relationship with the Manager set forth in
"Management—Compensation Discussion and Analysis." We have also entered into indemnity agreements with our directors
and executive officers, whereby we have agreed to indemnify the directors and officers to the extent permitted by our
organizational documents and applicable law. Our articles of continuance permit us, subject to the limitations contained in
applicable law, to purchase and maintain insurance on behalf of any person, as our board of directors may from timeto time
determine. Our directors and officers liability insurance coverage consists of three policies with aggregate limits of
$30 million.

Our board of directorswill review and approve al relationships and transactions in which we and any of our directors,
director nominees and executive officers and their immediate family members, as well as holders of more than 5% of any
class of its voting securities and their family members, have a direct or indirect material interest. In approving or rejecting
such proposed relationships and transactions, our board of directors shall consider the relevant facts and circumstances
available and deemed relevant to this determination. The Nominating and Governance Committee of our board of directorsis
responsible under its charter for monitoring compliance with the Code of Business Conduct and Ethics.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND MANAGEMENT

The following table sets forth information regarding the beneficial ownership of our common shares as of August 12,
2010 with respect to:

«  each person (including any "group" of persons asthat term isused in Section 13(d)(3) of the Exchange Act) who is
known to usto be the beneficial owner of more than 5% of our outstanding common shares,

e eachof our directors;
«  each of our executive officers named in the Summary Compensation Table on page 114 of this prospectus; and

» dl of our directors and executive officers as a group.

Unless otherwise indicated below, the address of each beneficial owner listed in the following table is c/o Atlantic Power
Corporation, 200 Clarendon Street, Floor 25, Boston, MA 02116.

Except as otherwise indicated in the footnotes to the following table, we believe, based on the information provided to
us, that the persons named in the following table have sole voting and investment power with respect to the shares they
beneficially own, subject to applicable community property laws.

Per centage of
Number of Common Shares
Common Shares Beneficially Owned
Name of Beneficial Owner Beneficially Owned (%))
Directorsand Named Executive Officers
Irving R. Gerstein 10,400 *
Kenneth M. Hartwick 46,033(3) *
John A. McNeil 12,500 *
Richard Foster Duncan — *
Holli Nichols 31(3) *
Barry E. Welch 380,399(2) *
Patrick J. Welch 166,542(2) *
Paul H. Rapisarda 114,177(2) *
William B. Daniels 30,333(2) *
John J. Hulburt 20,458(2) *
All directors and named executive officers as a group (10 persons) 773,607 13

* Lessthan 1%

(1) The applicable percentage ownership is based on 60,510,070 common shares issued and outstanding as of
August 12, 2010.

(2) Common shares beneficially owned include the following unvested notional unitsin our long-term incentive plan.

Barry E. Welch 222,203
Patrick J. Welch 108,609
Paul H. Rapisarda 99,128
William B. Daniels 30,333
John J. Hulburt 20,458

(3) Common shares beneficially owned include units held in our Directors Deferred Share Unit Plan of 46,033 for Ken
Hartwick and 31 for Holli Nichols.

See "Management—Compensation Discussion and Analysis' for more information.
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DESCRIPTION OF DEBENTURES

The Debentures will be governed by the terms of the trust indenture, dated as of December 17, 2009, between us and
Computershare Trust Company of Canada, as trustee (the "Debenture Trustee"), as supplemented by a first supplemental
indenture to be entered into at closing between us and the trustee. We refer to the trust indenture as the "Indenture” and to the
first supplemental indenture as the "First Supplement.” The following summary description sets forth some of the genera
terms and provisions of the Debentures and the Indenture. Because this is a summary description, it does not contain all of the
information that may be important to you and is qualified in its entirety by reference to the Indenture, the First Supplement
and the form of the Debentures, which are filed as exhibits to the registration statement of which this prospectus forms a part.

General

The Debentures will be issued under and pursuant to the provisions of the Indenture and the First Supplement. The
Debentures will be limited to the aggregate principal amount of Cdn$ . The Company may, however, from time to time,
without the consent of the holders of the outstanding debentures of the Company, issue debenturesin addition to the
Debentures offered hereby. The Debentures will be issuable only in denominations of Cdn$1,000 and integral multiples
thereof. At the closing of this offering, the Debentures will be available for delivery in book-entry form only through the
facilities of CDS. Holders of beneficial interestsin the Debentures will not have the right to receive physical certificates
evidencing their ownership of Debentures except under certain circumstances described under " Description of
Debentures—Book Entry, Delivery and Form." No fractional Debentures will be issued.

The Debentures will bear interest from the date of issueat % per annum, which will be payable semi-annually on
the dayof and ineachyear,commencingon , computed on the basisof a 360-day year composed of twelve 30-day
months. The first payment will represent accrued interest for the period from the closing of this offering up to, but
excluding . Theinterest on the Debentures will be payable in lawful money of Canada as specified in the Indenture. Subject
to any required regulatory approval and provided no event of default has occurred and is continuing, the Company shall have
the option to pay such Interest by delivering a number of common sharesto an agent for sale, in which event holders of the
Debentures will be entitled to receive a cash payment equal to the Interest owed from the proceeds of the sale of the requisite
number of common shares by the agent. The Indenture does not, and the First Supplement will not, contain a requirement for
the Company to increase the amount of interest or other payments to holders of Debentures should the Company become
required to withhold amounts in respect of income or similar taxes on payment of interest or other amounts. See "Risk
Factors—Risks Related to the Debentures—The amount of interest or other payments will not increase upon an increase in
amounts withheld for taxes on payments of interest or other amounts.”

The principa on the Debentures will be payable in lawful money of Canada or, at the option of the Company and subject
to applicable regulatory approval, by delivery of common shares to satisfy in whole or in part its obligation to repay principal
under the Debentures as further described under "Description of Debentures—Payment upon Redemption or Maturity" and
"Description of Debentures—Redemption and Purchase."

The Debentures will be direct obligations of the Company and will not be secured by any mortgage, pledge, hypothec or
other charge and will be subordinated to other liabilities of the Company as described under "Description of
Debentures—Subordination."

The Indenture does not, and the First Supplement will not, restrict the Company from incurring additional indebtedness
for borrowed money or from mortgaging, pledging or charging its assets to
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secure any indebtedness. The Debentures will be transferable, and may be presented for conversion, at the principal offices of
the Debenture Trustee in Toronto, Ontario.

The Debentures will mature on
Conversion Privilege

The Debentures will be convertible at the holder's option into fully paid, non-assessable and freely-tradeable common
shares at any time prior to the close of business on the earlier of the Maturity Date and the last business day immediately
preceding the date specified by the Company for redemption of the Debentures, at a conversion price of Cdn$ per
common share, being aratio of approximately common shares per Cdn$1,000 principal amount of Debentures. No
adjustment will be made for dividends payable on common shares issuable upon conversion; however, holders converting
their Debentures shall be entitled to receive, in addition to the applicable number of common shares, accrued and unpaid
interest in respect thereof for the period up to but excluding the date of conversion from the latest Interest Payment Date.

Subject to the provisions thereof, the Indenture provides for the adjustment of the conversion rightsin certain events
including: (i) the subdivision or consolidation of the outstanding common shares; (ii) the issue of common shares or securities
convertible into common shares by way of stock dividend or other distribution; (iii) the issuance of options, rights or warrants
to al or substantially all the holders of common shares entitling them to acquire common shares or other securities
convertible into common shares at less than 95% of the then current market price of the common shares; and (iv) the
distribution to al or substantially all holders of common shares of any securities or assets (other than cash dividends and
equivaent dividends in securities paid in lieu of cash dividendsin the ordinary course).

Provided the common shares are then listed on the TSX, the term "current market price" is defined in the Indenture to
mean the volume weighted average trading price of the common shares on the TSX for the 20 consecutive trading days
ending on the fifth trading day preceding the date of the applicable event.

There will be no adjustment of the conversion price in respect of any event described in (ii), (iii) or (iv) aboveif, subject
to prior regulatory approval, if required, the holders of the Debentures are allowed to participate as though they had converted
their Debentures prior to the applicable record date or effective date. The Company will not be required to make adjustments
in the conversion price unless the cumulative effect of such adjustments would change the conversion price by at least 1%. In
the case of any reclassification or change (other than a change resulting only from consolidation or subdivision) of the
common shares or in case of any amalgamation, consolidation or merger of the Company with or into any other entity, or in
the case of any sale, transfer or other disposition of the properties and assets of the Company as, or substantially as, an
entirety to any other entity, the terms of the conversion privilege shall be adjusted so that each Debenture shall, after such
reclassification, change, amalgamation, consolidation, merger or sale, be exercisable for the kind and amount of securities or
property of the Company, or such continuing, successor or purchaser entity, as the case may be, which the holder thereof
would have been entitled to receive as a result of such reclassification, change, amalgamation, consolidation, merger or sale if
on the effective date thereof it had been the holder of the number of common shares into which the Debenture was
convertible prior to the effective date of such reclassification, change, amal gamation, consolidation, merger or sale.

No fractional common shares will be issued on any conversion of the Debentures, but in lieu thereof the Company shall
satisfy such fractional interest by a cash payment equal to the current market price of such fractional interest. Upon
conversion, the Company may offer, and the converting holder may agree to, the delivery of cash for all or a portion of the
Debentures surrendered in lieu of common shares.
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Redemption and Purchase

The Debentures may not be redeemed by the Company on or before (except in certain limited circumstances
following a change of control). See "Description of Debentures—Repurchase upon a Change of Control." After and
prior to , the Debentures may be redeemed at the option of the Company, in whole at any time or in part from time to
time, on not more than 60 days and not less than 30 days prior notice, at a redemption price equal to the principal amount
thereof plus accrued and unpaid interest, provided that the volume weighted-average trading price of the common shares on
the TSX for the 20 consecutive trading days ending on the fifth trading day preceding the date on which notice of redemption
isgiven is not less than 125% of the conversion price. On or after and prior to their maturity, the Debentures may be
redeemed by the Company, in whole or in part from time to time, on not more than 60 days and not less than 30 days prior
notice, at aredemption price equal to the principal amount thereof plus accrued and unpaid interest.

The Company will have the right to purchase Debentures in the market, by tender or by private contract subject to
regulatory requirements; provided, however, that if an event of default (as defined herein) has occurred and is continuing, the
Company will not have the right to purchase the Debentures by private contract.

In the case of redemption of lessthan all of the Debentures, the Debentures to be redeemed will be selected by the
Debenture Trustee on a pro rata basis or in such other manner as the Debenture Trustee deems equitable, subject to the
consent of the TSX.

Payment upon Redemption or Maturity

On redemption (the "Redemption Date") or on the maturity date, the Company will repay the indebtedness represented
by the Debentures by paying to the Debenture Trustee in lawful money of Canada an amount equal to the principal amount of
the outstanding Debentures, together with accrued and unpaid interest thereon. The Company may, at its option, on not more
than 60 days and not less than 40 days prior notice and subject to any required regulatory approvals, unless an event of
default has occurred and is continuing, elect to satisfy its obligation to repay, in whole or in part, the principal amount of the
Debentures which are to be redeemed or which have matured by issuing and delivering freely tradeable common shares to the
holders of the Debentures. The number of common shares to be issued will be determined by dividing the principal amount of
the Debentures which are to be redeemed or have matured by 95% of the current market price of the common shares on the
Redemption Date or maturity date, as the case may be.

No fractional common shares will be issued to holders of Debentures, but in lieu thereof, the Company shall satisfy such
fractional interest by a cash payment equal to the current market price of such fractional interest.

Cancellation
All Debentures converted, redeemed or purchased will be cancelled and may not be reissued or resold.

125




Subordination

The payment of the principal of, and interest on, the Debentures will be subordinated in right of payment, in the
circumstances referred to below and more particularly as set forth in the Indenture, to the prior payment in full of all existing
and future Senior Indebtedness of the Company, including the convertible debentures of the Company issued on October 11,
2006. "Senior Indebtedness” of the Company is defined in the Indenture and includes: (a) indebtedness of the Company for
borrowed money; (b) obligations of the Company evidenced by bonds, debentures, notes or other similar instruments;

(c) obligations of the Company arising pursuant or in relation to bankers' acceptances, letters of credit and letters of guarantee
(including payment and reimbursement obligations in respect thereof) or indemnities issued in connection therewith;

(d) obligations of the Company under any swap, hedging or other similar contracts or arrangements; (€) obligations of the
Company under guarantees, indemnities, assurances, legally binding comfort letters or other contingent obligations relating to
the Senior Indebtedness or other obligations of any other person which would otherwise constitute Senior Indebtedness within
the meaning of this definition, including the guarantee of the Company's credit facility; (f) all indebtedness of the Company
representing the deferred purchase price of any property including, without limitation, purchase money mortgages;

(g) accounts payable to trade creditors; (h) all renewals, extensions and refinancing of any of the foregoing; and (i) all costs
and expenses incurred by or on behalf of the holder of any Senior Indebtedness in enforcing payment or collection of any
such Senior Indebtedness, including enforcing any security interest securing the same. The Debentures will be effectively
structurally subordinate to claims of creditors (including trade creditors) of the Company's subsidiaries, including Atlantic
Power Holdings, Inc. ("Holdings"). As of August 12, 2010, we had an aggregate amount of $241.2 million of Senior
Indebtedness outstanding.

The Debentures, the 2009 Debentures and each other series of debentures issued under the Indenture or under indentures
supplemental to the Indenture will rank pari passu with each other (regardless of their actual date or terms of issue).

The Indenture provides that in the event of any insolvency or bankruptcy proceedings, or any receivership, liquidation or
reorganization or other similar proceedings relating to the Company, or to its property or assets, or in the event of any
proceedings for voluntary liquidation, dissolution or other winding-up of the Company, whether or not involving insolvency
or bankruptcy, or any marshalling of the assets and liahilities of the Company, then holders of Senior Indebtedness will
receive payment in full before the holders of Debentures will be entitled to receive any payment or distribution of any kind or
character, whether in cash, property or securities, which may be payable or deliverable in any such event in respect of any of
the Debentures or any unpaid interest accrued thereon.

The Indenture also provides that the Company will not make any payment, and the holders of the Debentures will not be
entitled to demand, institute proceedings for the collection of, or receive any payment or benefit (including, without any
limitation, by set-off, combination of accounts or realization of security or otherwise in any manner whatsoever) on account
of indebtedness represented by the Debentures at any time when default or an event of default has occurred under the Senior
Indebtedness and is continuing or upon the acceleration of certain Senior Indebtedness and the notice of such default or event
of default or acceleration has been given by or on behalf of holders of Senior Indebtedness to the Company, unless such
notice has been revoked, such default or event of default has been cured or the Senior Indebtedness has been repaid or
satisfied in full as defined in the Indenture.

The Debenture Trustee and the Company will also be authorized (and obligated upon any request from certain holders of
Senior Indebtedness) under the Indenture to enter into subordination agreements on behalf of the holders of Debentures with
any holder of Senior Indebtedness.
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Repurchase upon a Change of Control

Upon the occurrence of a change of control of the Company, the holders of the Debentures will have the right to require
the Company to repurchase their Debentures, in whole or in part at a price equal to 100% of the principal amount thereof (the
"Offer Price") plus accrued and unpaid interest thereon. A change of control will be deemed to occur upon: (i) an acquisition
by a person or group of persons acting jointly or in concert (within the meaning of the Securities Act (Ontario)) of ownership
of, or voting control or direction over, 50% or more of the common shares; or (ii) the sale or other transfer of all or
substantially all of the consolidated assets of the Company.

A change of control will not include a sale, merger, reorganization, or other similar transaction if the previous holders of
the common shares hold at least 50% of the voting control in such merged, reorganized or other continuing entity.

If 90% or more of the aggregate principal amount of the Debentures outstanding on the date of the giving of notice of the
change of control have been tendered for purchase following a change of control, the Company will have the right to redeem
all the remaining Debentures on the purchase date, together with accrued and unpaid interest to such date. Notice of such
redemption must be given to the Debenture Trustee by the Company within 10 days following expiry of the right to require
repurchase after the change of control and, as soon as possible thereafter, by the Debenture Trustee to the holders of the
Debentures not tendered for purchase.

The Indenture contains notification provisions to the effect that:

(@) the Company will promptly give written notice to the Debenture Trustee of the occurrence of a change of
control and the Debenture Trustee will thereafter give to the Debenture holders a notice of the change of control, the
right of the holders of Debentures to require repurchase and the right of the Company to redeem untendered Debentures
under certain circumstances; and

(b) aDebenture holder, to exercise the right to require repurchase following the change of control, must deliver to
the Debenture Trustee, not less than five business days prior to the date which is 30 days after the date the Debenture
Trustee delivers notice of the change of control to the Debenture holder, written notice of the holder's exercise of the
right to require repurchase, together with a duly endorsed form of transfer.

The Company will comply with the requirements of Canadian securities |aws and regulations to the extent such laws and
regulations are applicable in connection with the repurchase of the Debentures in the event of a change of control.

Cash Change of Control

In addition to the requirement for the Company to repurchase Debentures following a change of contral, if a change of
control occurs in which 10% or more of the consideration for the common shares in the transaction or transactions
constituting a change of control consists of:

e cash, other than cash payments for fractional common shares and cash payments made in respect of dissenter's
appraisal rights;

e equity securities that are not traded or intended to be traded immediately following such transactions on a stock
exchange; or

«  other property that is not traded or intended to be traded immediately following such transactions on a stock
exchange,

then subject to regulatory approvals, during the period beginning ten trading days before the anticipated date on which the
change of control becomes effective and ending 30 days after the notice
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of change of control and offer to repurchase Debenturesis delivered, holders of Debentures will be entitled to convert their
Debentures, subject to certain limitations, and receive, in addition to the number of common shares they would otherwise be
entitled to receive as set forth under " Description of Debentures—Conversion Privilege" above, an additional number of
common shares per Cdn$1,000 principal amount of Debentures as set forth below. Any such additional conversion
entitlement shall be subject to the change of control transaction having been completed.

The number of additional common shares per Cdn$1,000 principal amount of Debentures constituting the make whole
premium will be determined by reference to the table below and is based on the date on which the change of control becomes
effective (the "Effective Date") and the price (the " Stock Price") paid per common share in the transaction constituting the
change of control. If holders of common shares receive only cash in the transaction, the Stock Price shall be the cash amount
paid per common share. Otherwise, the Stock Price shall be equal to the current market price of the common shares
immediately preceding the Effective Date of such transaction.

The following table shows what the make whole premium would be for each hypothetical Stock Price and Effective Date
set forth below, expressed as additional common shares per Cdn$1,000 principal amount of Debentures. For the avoidance of
doubt, the Company shall not be obliged to pay the make whole premium otherwise than by issuance of common shares upon
conversion, subject to the provisions relating to adjustment of the conversion pricein certain circumstances and following the
completion of certain types of transactions described under " Description of Debentures—Conversion Privilege" above.

Make Whole Premium Upon a Change of Control
(Number of Additional Common Sharesper Cdn$1,000 Debenture)

Stock Price

Effective Date Cdn$ Cdn$ Cdn$ Cdn$ Cdn$ Cdn$ Cdn$
Stock Price

Effective Date Cdn$ Cdn$ Cdn$ Can$ Can$ Can$ Can$
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The actual Stock Price and Effective Date may not be set forth on the table, in which case:

» if theactual Stock Price on the Effective Date is between two Stock Prices on the table or the actual Effective Date
is between two Effective Dates on the table, the make whole premium will be determined by a straight-line
interpolation between the make whole premiums set forth for the two Stock Prices and the two Effective Dates on
the table based on a 365-day year, as applicable;

+ if the Stock Price on the Effective Date exceeds Cdn$  per common share, subject to adjustment as described
below, the make whole premium will be zero; and

« if the Stock Price on the Effective Dateislessthan Cdn$  per common share, subject to adjustment as described
below, the make whole premium will be zero.

The Stock Prices set forth in the first row of the table above will be adjusted as of any date on which the conversion rate
of the Debenturesis adjusted. The adjusted Stock Prices will equal the Stock Prices applicable immediately prior to such
adjustment multiplied by afraction, the numerator of which is the conversion rate immediately prior to the adjustment giving
rise to the Stock Price adjustment and the denominator of which is the conversion rate as so adjusted. The number of
additional common shares set forth in the table above will be adjusted in the same manner as the conversion rate as set forth
above under "Description of Debentures—Conversion Privilege," other than by operation of an adjustment to the conversion
rate by adding the make whole premium as described above.

M odification

Therights of the Debenture holders as well as any other series of debentures that have been or may be issued under the
Indenture or indentures supplemental to the Indenture may be modified in accordance with the terms of the Indenture. For
that purpose, among others, the Indenture contains certain provisions which make binding on all Debenture holders
resolutions passed at meetings of the Debenture holders by votes cast thereat by holders of not less than 66°/3% of the
principal amount of the then outstanding Debentures present at the meeting or represented by proxy, or rendered by
instrumentsin writing signed by the holders of not less than 66%/3% of the principal amount of the then outstanding
Debentures. In certain cases, the modification will, instead or in addition, require assent by the holders of the required
percentage of each particularly affected series of debentures, as the case may be. Under the Indenture, certain amendments
may be made to the Indenture without the consent of the Debenture holders.

Events of Default

The Indenture provides that an event of default ("Event of Default") in respect of the Debentures will occur if certain
events described in the Indenture occur, including if any one or more of the following described events has occurred and is
continuing with respect to the Debentures: (i) failure for 15 daysto pay interest on the Debentures when due; (ii) failure to
pay principal or premium, if any, on the Debentures, whether at maturity, upon redemption, by declaration or otherwise; or
(i) certain events of bankruptcy, insolvency or reorganization of the Company under bankruptcy or insolvency laws. If an
Event of Default has occurred and is continuing, the Debenture Trustee may, in its discretion, and shall, upon the request of
holders of not less than 25% in principal amount of the then outstanding Debentures, declare the principal of (and premium, if
any) and interest on all outstanding Debentures to be immediately due and payable.

Offersfor Debentures

The Indenture contains provisions to the effect that if an offer is made for the Debentures which is a take-over bid for
Debentures within the meaning of the Securities Act (Ontario) and not less than
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90% of the Debentures (other than Debentures held at the date of the take-over bid by or on behalf of the offeror or associates
or affiliates of the offeror) are taken up and paid for by the offeror, the offeror will be entitled to acquire the Debentures held
by Debenture holders who did not accept the offer on the terms offered by the offeror.

Book Entry, Delivery and Form

Debentures will beissued in the form of fully registered global Debentures (the "Global Debentures") held by, or on
behalf of, CDS or its successor (the "Depository™), as custodian for its participants.

All Debentures will be represented in the form of Global Debentures registered in the name of the Depository or its
nominee. Purchasers of Debentures represented by Global Debentures will not receive Debenturesin definitive form. Rather,
the Debentures will be represented only in "book-entry only" form (unless the Company, in its sole discretion, elects to
prepare and deliver definitive Debentures in fully registered form). Beneficial interestsin the Global Debentures, constituting
ownership of the Debentures, will be represented through book-entry accounts of institutions (including the underwriters)
acting on behalf of beneficial owners, as direct and indirect participants of the Depository (the "participants"). Each purchaser
of a Debenture represented by a Globa Debenture will receive a customer confirmation of purchase from the underwriters or
registered dealer from whom the Debenture is purchased in accordance with the practices and procedures of the selling
underwriters or registered dealer. The practices of registered dealers may vary, but generally customer confirmations are
issued promptly after execution of a customer order. The Depository will be responsible for establishing and maintaining
book-entry accounts for its participants having interests in Global Debentures.

If the Depository notifies the Company that it is unwilling or unable to continue as depository in connection with the
Global Debentures, or if at any time the Depository ceases to be a clearing agency or otherwise ceasesto be eligibleto be a
depository and the Company and the Debenture Trustee are unable to locate a qualified successor, or if the Company elects,
in its sole discretion, to terminate the book-entry system, with the consent of the Debenture Trustee, or if under certain
circumstances described in the Indenture, an Event of Default has occurred, beneficial owners of Debentures represented by
Global Debentures at such time will receive Debenturesin registered and definitive form (the "Definitive Debentures").

Transfer and Exchange of Debentures

Transfers of beneficial ownership in Debentures represented by Global Debentures will be effected through records
maintained by the Depository for such Global Debentures or its nominees (with respect to interests of participants) and on the
records of participants (with respect to interests of persons other than participants). Unless the Company elects, in its sole
discretion, to prepare and deliver Definitive Debentures, beneficial owners who are not participants in the Depository's
book-entry system, but who desire to purchase, sell or otherwise transfer ownership of or other interestsin Global
Debentures, may do so only through participants in the Depository's book-entry system.

The ability of abeneficial owner of an interest in a Debenture represented by a Global Debenture to pledge the
Debenture or otherwise take action with respect to such owner's interest in a Debenture represented by a Global Debenture
(other than through a participant) may be limited due to the lack of aphysical certificate.

Registered holders of Definitive Debentures may transfer such Debentures upon payment of taxes or other charges
incidental thereto, if any, by executing and delivering aform of transfer together with the Debentures to the registrar for the
Debentures at its principal officesin Toronto, Ontario or such

130




other city or cities as may from time to time be designated by the Company, whereupon new Debentures will be issued in
authorized denominations in the same aggregate principal amount as the Debentures so transferred, registered in the names of
the transferees. No transfer of a Debenture will be registered on any interest payment date or during the five business days
preceding an interest payment date on the Debentures or on any Redemption Date or during the five business days preceding
the Redemption Date.

Payments

Payments of interest and principal on each Globa Debenture will be made to the Depository or its nominee, as the case
may be, as the registered holder of the Global Debenture. Aslong as the Depository or its nominee is the registered owner of
a Global Debenture, such Depository or its nominee, as the case may be, will be considered the sole legal owner of the Global
Debenture for the purposes of receiving payments of interest and principal on the Debentures and for all other purposes under
the Indenture and the Debentures. The record date for the payment of interest will be the fifth business day prior to the
applicable interest payment date. Interest payments on Global Debentures will be made by electronic funds transfer or by
cheque on the day interest is payable and delivered to the Depository or its nominee, as the case may be.

The Company understands that the Depository or its nominee, upon receipt of any payment of interest or principal in
respect of a Global Debenture, will credit participants accounts, on the date interest or principal is payable, with paymentsin
amounts proportionate to their respective beneficial interest in the principal amount of such Global Debenture as shown on
the records of the Depository or its nominee. The Company also understands that payments of interest and principal by
participants to the owners of beneficial interestsin such Globa Debenture held through such participants will be governed by
standing instructions and customary practices, asis the case with securities held for the accounts of customersin bearer form
or registered in "street name" and will be the responsibility of such participants. The responsibility and liability of the
Company in respect of payments on Debentures represented by the Global Debenture is limited solely and exclusively, while
the Debentures are registered in Global Debenture form, to making payment of any interest and principal due on such
Debentures to the Depository or its nominee.

If Definitive Debentures are issued instead of or in place of Global Debentures, payments of interest on each Definitive
Debenture will be made by electronic funds transfer, if agreed to by the holder of the Definitive Debenture, or by cheque
dated the interest payment date and mailed to the address of the holder appearing in the register maintained by the registrar
for the Debentures at least one business day prior to the applicable interest payment date. Payment of principal at maturity
will be made at the principal office of the paying agent in the City of Toronto (or in such other city or cities as may from time
to time be designated by the Company) against surrender of the Definitive Debentures, if any.

Reportsto Holders

The Company shall file with the Debenture Trustee, within 15 days after the filing thereof with the securities
commission or securities regulatory authority in the Canadian provinces in which the Company is areporting issuer (the
"Securities Commissions"), copies of the Company's annual report and the information, documents and other reports that the
Company isrequired to file with the Securities Commissions and deliver to shareholders. Notwithstanding that the Company
may not be required to remain subject to the reporting requirements of the Securities Commissions, the Company shall
provide to the Debenture Trustee (a) within 90 days after the end of each fiscal year (or such later date as may be permitted
by the Ontario Securities Commission (the "OSC")), an annual financial statement of the Company, and (b) within 45 days
after the end of each of the first three fiscal quarters of each fiscal year (or such later date as may be permitted by the OSC),
interim
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financial statements of the Company which shall, at a minimum, contain such information asis required to be provided in
annual filings and quarterly reports under the laws of Canada or any province thereof to security holders of a company with
securities listed on the TSX, whether or not the Company has any of its securities so listed. Each of such reports will be
prepared in accordance with Canadian disclosure requirements for public companies. The Company will provide copies of
such information, documents and reports to holders of Debentures upon request.

Governing Law

Each of the Indenture, the First Supplement and the Debentures will be governed by, and construed in accordance with,
the laws of the Province of Ontario and the federal laws of Canada applicable therein applicable to contracts executed and to
be performed entirely in such Province.
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DESCRIPTION OF COMMON SHARES

The following summary description sets forth some of the general terms and provisions of our common shares. Because
thisis a summary description, it does not contain all of the information that may be important to you. For a more detailed
description of our common shares, you should refer to the provisions of our Articles of Continuance, which we refer to as our
"Articles."

The last reported sale price of our common shares on the TSX on August 12, 2010 was Cdn$13.25 per common share,
and the last reported sale price of our common shares on the NY SE on August 12, 2010 was $12.69 per common share.

Common Shares

Our Articles authorize an unlimited number of common shares. At the close of business on August 12, 2010, 60,510,070
of our common shares were issued and outstanding.

Our common shares are listed on the TSX under the symbol "ATP" and began trading on the NY SE under the symbol
"AT" on July 23, 2010. Holders of our common shares are entitled to receive dividends as and when declared by our board of
directors and are entitled to one vote per common share on all mattersto be voted on at meetings of shareholders. We are
limited in our ability to pay dividends on our common shares by restrictions under the Business Corporations Act (British
Columbia), which we refer to asthe "BC Act," relating to our solvency before and after the payment of a dividend. Holders of
our common shares have no preemptive, conversion or redemption rights and are not subject to further assessment by us.

Upon our voluntary or involuntary liquidation, dissolution or winding up, the holders of common shares are entitled to
share ratably in the remaining assets available for distribution, after payment of liabilities.

Holders of our common shares will have one vote for each common share held at meetings of our common sharehol ders.

Pursuant to our Articles and the provisions of the BC Act, certain actions that may be proposed by us require the
approval of our shareholders. We may, by specia resolution and subject to our Articles, increase our authorized capital by
such means as creating shares with or without par value or increasing the number of shareswith or without par value. We
may, by special resolution, alter our Articles to subdivide, consolidate, change from shares with par value to shares without
par value or from shares without par value to shares with par value or change the designation of all or any of our shares. We
may also, by special resolution, ater our Articlesto create, define, attach, vary, or abrogate special rights or restrictions to
any shares. Under the BC Act and our Articles, aspecial resolution is a resolution passed at a duly-convened meeting of
sharehol ders by not less than two-thirds of the votes cast in person or by proxy at the meeting, or awritten resolution
consented to by all shareholders who would have been entitled to vote at the meeting of shareholders.

Certain Provisions of our Articles and the BC Act

We are governed by the BC Act. Our Articles contain provisions that could have the effect of delaying, deferring or
discouraging another party from acquiring control of our company by means of atender offer, a proxy contest or otherwise.

Advance Notice Procedures

Our Articles establish an advance notice procedure for "special business' and shareholder proposals to be brought before
ameeting of shareholders. For specia business, advance notice describing the special business to be discussed at the meeting
must be provided and that notice must
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include any documents to be approved or ratified as an addendum or state that such document will be available for inspection
at our records office or other reasonably accessible location. Shareholders at an annual meeting may not consider proposals or
nominations that are not specified in the notice of meeting or brought before the meeting by or at the direction of the board of
directors or by a shareholder of record on the record date for the meeting, who is entitled to vote at the meeting.

Advance Notice Procedures

Under the BC Act, shareholders may make proposals for matters to be considered at the annual general meeting of
sharehol ders. Such proposals must be sent to usin advance of any proposed meeting by delivering atimely written noticein
proper form to our registered office. The notice must include information on the business the shareholder intends to bring
before the meeting. These provisions could have the effect of delaying until the next shareholder meeting shareholder actions
that are favored by the holders of a majority of our outstanding voting securities.

Shareholder Requisitioned Meeting

Under the BC Act, shareholders holding /20 of our outstanding common shares may request the directorsto call a
general meeting of shareholdersto deal with matters that may be dealt with at a general meeting, including election of
directors. If the directors do not call the meeting within the timeframes specified in the Act, the shareholder can call the
meeting and we must reimburse the costs.

Removal of Directorsand Increasing Board Sze

Under our Articles, directors may be removed by shareholders by passing an ordinary resolution of a simple majority of
sharehol ders with the right to vote on such resolution. Further, under our Articles, the directors may appoint additional
directors up to one-third of the directors elected by the shareholders.
Canadian SecuritiesLaws

We are areporting issuer in Canada and therefore subject to the securities laws in each province and territory in which
we are reporting. Canadian securities laws require reporting of share purchases and sales by shareholders holding more than
10% of our common shares, including certain prescribed public disclosure of their intentions for their holdings. Canadian
securities laws also govern how any offer to acquire more than 20% of our equity or voting shares must be conducted.

Transfer Agent and Registrar

Computershare Investor Services Inc. and Computershare Trust Company, N.A. serve as our transfer agents and
registrars for our common shares.
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DESCRIPTION OF CONCURRENT OFFERING OF COMMON SHARES

Concurrently with this offering, we are also conducting a separate public offering of common shares (plus up to
an additional of our common shares that we may issue and sell upon the exercise of the underwriters option to
purchase additional shares). See "Description of Common Shares.”

The common shares are being offered by means of a separate prospectus, and not this prospectus. The completion of this
offering of Debentures is not conditioned on the completion of the concurrent offering of common shares and the compl etion
of the concurrent offering of common sharesis not conditioned on the completion of this offering.
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CERTAIN UNITED STATESFEDERAL INCOME TAX CONSIDERATIONS

Thefollowing is asummary of certain U.S. federal income tax considerations relating to the ownership and disposition
of the Debentures and the shares of common stock into which the Debentures may be converted by certain purchasers of the
Debentureswho are "U.S. Holders' (as defined below). Except where noted, this summary deals only with Debentures or
common shares held as a capital asset (within the meaning of Section 1221 of the Internal Revenue Code of 1986, as
amended (the "Code")), by a holder who purchases the Debentures on original issuance at theinitial offering price (the first
price at which a substantial portion of the Debentures is sold to persons other than bond houses, brokers, or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers). This summary assumes that the
Debentures will be treated as debt and not equity for U.S. federal income tax purposes. This discussion does not address the
tax consequences to subsequent purchasers of Debentures.

This summary does not purport to consider all of the U.S. federal income tax consegquences of the purchase, ownership,
conversion, and disposition of the Debentures, is not intended to reflect the particular tax position of any beneficial owner, is
not a substitute for careful tax planning, and is not intended to constitute tax advice. In addition, this summary does not
address the tax considerations that may be relevant to certain types of U.S. Holders subject to special treatment under U.S.
federal income tax laws, such as:

» dedersin securitiesor currencies;

«  financid institutions;

e regulated investment companies;

e real estate investment trusts;

e tax-exempt entities (including private foundations);

e qualified retirement plans, individual retirement accounts, and other tax-deferred accounts;
e insurance companies;

e persons holding the Debentures or common shares as a part of a hedging, integrated, conversion or constructive sale
transaction or a straddle;

e personsthat own, directly, indirectly or as aresult of certain constructive ownership rules, stock representing 10%
or more of the voting power in Atlantic Power, and persons related to such persons;

e tradersin securitiesthat elect to use a mark-to-market method of accounting;
e personsliablefor aternative minimum tax;
e U.S. Holderswhose "functional currency"” is not the U.S. dollar; or

e U.S. tax expatriates and certain former citizens and long-term residents of the United States.

This summary does not address any estate, gift, state, local, non-U.S. or other tax consequences, except as specifically
provided herein.

This summary is based upon the provisions of the Code, the United States Treasury Regulations promulgated thereunder,
and administrative and judicia interpretations of the Code and the United States Treasury Regulations, all as currently in
effect, and al subject to differing interpretations or change, possibly on a retroactive basis.
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For purposes of this summary, a"U.S. Holder" means a person that holds Debentures or common sharesthat is, for U.S.
federal income tax purposes:

e anindividual who isacitizen or resident of the U.S. (as determined under U.S. federal income tax rules);

e acorporation (or other entity taxable as a corporation for U.S. federal income tax purposes) created or organized in
or under the laws of the United States or of any political subdivision thereof;

e anestate, theincome of which is subject to U.S. federal income taxation regardless of its source; or

e atrustifit (i) is subject to the primary supervision of a court within the United States and one or more U.S. persons
have the authority to control all substantial decisions of the trust or (ii) hasin effect avalid election under
applicable United States Treasury Regulations to be treated asa U.S. person.

If a partnership or an entity treated as a partnership for U.S. federal income tax purposes holds Debentures or common
shares, the U.S. federal income tax treatment of a partner in the partnership will generally depend on the status of the partner
and the activities of the partnership. Partnerships or a partner in a partnership holding Debentures or common shares should
consult their own tax advisor regarding the consequences of the ownership and disposition of Debentures or common shares
by the partnership.

Thefollowing summary isof a general nature only and is not a substitute for careful tax planning and advice.
U.S. Holder s of Debentures or common shares are urged to consult their own tax advisors concerning the U.S. federal

income tax consequences of the issues discussed herein, in light of their particular circumstances, aswell as any
considerations arising under the laws of any foreign, state, local or other taxing jurisdiction.

Debentures
Payments of Interest

Although there can be no assurancesin this regard, we expect that the Debentures should be treated as debt for U.S.
federal income tax purposes, notwithstanding certain features that may be more characteristic of equity (including, for
example, the fact that we may elect to repay the Debentures at maturity with our common shares).
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It is expected that the Debentures will not be issued with original issue discount. If thisisthe case, payments of stated
interest on a Debenture generally will be taxable to a U.S. Holder as ordinary income at thetimeit is received or accrued, in
accordance with the holder's method of accounting for tax purposes. The amount of income recognized by a cash basisU.S.
Holder will be the U.S. dollar value of the interest payment based on the exchange rate in effect on the date of receipt,
regardless of whether the payment isin fact converted into U.S. dollars at that time. An accrua basis U.S. Holder may
determine the amount of income recognized with respect to an interest payment denominated in, or determined by reference
to, aforeign currency in accordance with either of two methods. Under the first method, the amount of income accrued will
be based on the average exchange rate in effect during the interest accrual period (or, with respect to an accrual period that
spans two taxable years of a U.S. Holder, the part of the period within the U.S. Holder's taxable year). Under the second
method, the U.S. Holder may elect to determine the amount of income accrued on the basis of the exchange rate in effect on
the last day of the accrual period or, in the case of an accrual period that spans two taxable years, the exchange rate in effect
on the last day of the part of the period within the U.S. Holder's taxable year. Additionally, if a payment of interest is actually
received within five business days of the last day of the accrual period or taxable year, an electing accrual basis U.S. Holder
may instead translate the accrued interest into U.S. dollars at the exchange rate in effect on the day of actual receipt. Any such
election will apply to all debt instruments held by the U.S. Holder at the beginning of the first taxable year to which the
election applies or thereafter acquired by the U.S. Holder, and will be irrevocable without the consent of the IRS.
Accordingly, accrual basis U.S. Holders should consult their own tax advisors regarding the desirability, mechanics and
collateral consequences of making this election.

Upon receipt of the interest payment (including a payment attributable to accrued but unpaid interest upon the sale or
other disposition of a Debenture), an accrual basis U.S. Holder will recognize U.S. source exchange gain or loss (taxable as
ordinary income or loss) equal to the difference, if any, between the amount received (translated into U.S. dollars at the spot
rate on the date of receipt) and the U.S. dollar value of the amount previously accrued, regardless of whether the payment is
in fact converted into U.S. dollars at that time.

Interest paid by Atlantic Power on the Debentures and interest accrued with respect to the Debentures will generally
congtitute income from sources outside the United States.

Should any Canadian tax be withheld from payments on the Debentures, the amount withheld will be included in such
holder's income at the time such amount is treated as received or accrued in accordance with such holder's method of tax
accounting. Canadian withholding tax, if any, imposed on aU.S. Holder would, subject to limitations and conditions and at
the election of such holder, be treated as foreign income tax eligible for credit against such holder's U.S. federal income tax
liability or a deduction in computing taxable income, to the extent such tax is not otherwise refundable.

In certain circumstances (see "Description of the Debentures'), Atlantic Power may pay amounts in excess of stated
interest or principal on the Debentures. According to U.S. Treasury regulations, the possibility that any such paymentsin
excess of stated interest or principal will be made will not affect the amount of interest income aU.S. Holder recognizesiif
there is only aremote chance as of the date the Debentures were issued that such payments will be made. Atlantic Power
believes that the likelihood that it will make any such paymentsis remote. Therefore, Atlantic Power does not intend to treat
the potential payment of these amounts as part of the yield to maturity of the Debentures. Atlantic Power's determination that
these contingencies are remote is binding on a U.S. Holder unless such holder disclosesits contrary position in the manner
required by applicable U.S. Treasury regulations. Atlantic Power's determination is not, however, binding on the IRS, and, if
the IRS were to challenge this determination, a U.S. Holder might be required to accrue income on its Debentures in excess of
the stated interest, and to treat as ordinary income rather than capital gain some or all of the income realized on the taxable
disposition of a Debenture before the resolution of the
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contingencies. In the event a contingency occurs, it would affect the amount and timing of the income recognized by aU.S.
Holder. If any such amounts are in fact paid, U.S. Holders will be required to recognize such amounts as income.

Sale, Exchange and Redemption of Debentures

Generally, upon the sale, exchange or redemption of a Debenture, a U.S. Holder will recognize taxable gain or loss equal
to the difference between the amount realized on the sale, exchange, or redemption (less any amount attributable to accrued
but unpaid interest not previously included in income, which will be taxable as such) and such U.S. Holder's adjusted tax
basisin the Debenture. The amount realized on a sale or other disposition for an amount in foreign currency will be the U.S.
dollar value of this amount on the date of sale or other disposition or, in the case of Debentures traded on an established
securities market, as defined in the applicable U.S. Treasury regulations, that are sold by a cash basis U.S. Holder (or an
accrual basis U.S. Holder that so elects), on the settlement date for the sale. Such an election by an accrual basis U.S. Holder
must be applied consistently from year to year and cannot be revoked without the consent of the IRS. Accordingly, accrual
basis U.S. Holders should consult their own tax advisors regarding the desirability, mechanics and collateral consegquences of
making this election. A U.S. Holder's adjusted tax basis in a Debenture will generally equal the cost of such Debentureto
such U.S. Holder. A U.S. Holder's tax basis in a Debenture will be determined by reference to the U.S. dollar cost of the
Debentures. The U.S. dollar cost of a Debenture purchased with aforeign currency will generally be the U.S. dollar value of
the purchase price on the date of purchase or, in the case of Debentures traded on an established securities market, as defined
in the applicable U.S. Treasury regulations, that are purchased by a cash basis U.S. Holder (or an accrual basis U.S. Holder
that so elects), on the settlement date for the purchase. Unless we are a passive foreign investment company (as discussed
below) during the U.S. Holder's holding period for the Debentures, and except to the extent that any gain is attributable to
changes in exchange rates (as discussed below), such gain or loss generally will be capital gain or loss and will be long-term
capital gain or lossif at the time of sale, exchange or redemption the Debenture has been held by such U.S. Holder for more
than one year, and will generally be treated as from U.S. sources for the purposes of the U.S. foreign tax credit limitation. A
non-corporate U.S. Holder may be eligible for reduced rates of taxation on any long-term capital gain recognized on the
Debentures. The deductibility of capital lossesis subject to limitations.

Gain or loss recognized by a U.S. Holder on the sale or other disposition of a Debenture that is attributable to changesin
exchange rates generally will be treated as U.S. source ordinary income or loss. However, exchange gain or lossis taken into
account only to the extent of total gain or loss realized on the transaction.

If the Company electsto repay in common shares the principal amount of any Debentures that are to be redeemed or that
have matured, see "—Conversion of Debentures," below, for similar tax treatment.

Conversion of Debentures

A U.S. Holder generally will not recognize any income, gain or loss on the conversion of a Debenture into common
shares, except with respect to (i) any foreign currency exchange gain or loss (to the extent of the total gain or loss "realized"
on the conversion), (ii) any cash received in lieu of afractional common share, and (iii) any cash received that is attributable
to accrued and unpaid interest. The U.S. Holder's exchange gain or loss (which is generally treated as U.S. source ordinary
income or loss) islimited to the total gain or loss "realized" on the conversion, even though such gain or loss generally would
not actually be recognized, and is computed by translating the issue price at the spot rate on the conversion date and
subtracting from such amount the issue price trandlated at the spot rate on the date the U.S. Holder acquired the Debenture.
The U.S. Holder's aggregate tax basis in the
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common stock received (including the tax basis of any fractional share that is deemed to be issued and then redeemed as
described below) generally will equal the U.S. Holder's tax basis in the Debenture plus or minus any foreign currency
exchange gain or loss. The U.S. Holder's holding period in the common stock received generally will include the holding
period in the Debenture.

With respect to cash received in lieu of afractional common share, a U.S. Holder will be treated as if the fractional
common share were issued and then immediately redeemed for cash. Accordingly, the U.S. Holder generally will recognize
gain or loss equal to the difference between the cash received and that portion of the Holder's tax basis in the common stock
(determined as discussed above) attributable to the fractional share. Any such gain recognized generally would be capital gain
and would be long-term capital gain if, at the time of conversion, the Debenture has been held for more that one year.

Disposition of Foreign Currency

Foreign currency received asinterest on a Debenture or on the sale or other disposition of a Debenture will have atax
basis equal toits U.S. dollar value at the time the interest is received or at the time of the sale or other disposition. Foreign
currency that is purchased will generally have atax basis equal to the U.S. dollar value of the foreign currency on the date of
purchase. Any gain or loss recognized on a sale or other disposition of aforeign currency (including its use to purchase
Debentures or an exchange for U.S. dollars) generally will be U.S. source ordinary income or l0ss.

Common Shares
Taxation of Distributions

The gross amount (i.e., before Canadian withholding tax) of distributionsto a U.S. Holder on our common shares (other
than distributions in liquidation or in redemption of stock that are treated as exchanges) will be treated as a dividend, to the
extent paid out of our current or accumulated earnings and profits (as determined under U.S. federal income tax principles).
Such dividend will be includiblein a U.S. Holder's gross income on the day actually or constructively received. Distributions
to aU.S. Holder in excess of earnings and profits will be treated first as areturn of capital that reduces a U.S. Holder's tax
basisin such common shares (thereby increasing the amount of gain or decreasing the amount of loss that a U.S. Holder
would recognize on a subsequent disposition of our common shares), and then as gain from the sale or exchange of such
common shares.

Non-corporate U.S. Holders will generally be eligible for the preferential U.S. federal rate on qualified dividend income
for tax years beginning on or before December 31, 2010, provided that we are a"qualified foreign corporation," the stock on
which the dividend is paid is held for aminimum holding period, and other requirements are satisfied.

A qualified foreign corporation includes aforeign corporation that is not a PFIC (as defined below) in the year of the
distribution or in the prior tax year and that is eligible for the benefits of an income tax treaty with the United States, if such
treaty contains an exchange of information provision and the United States Treasury Department has determined that the
treaty is satisfactory for purposes of the legislation. Based on current law and applicable administrative guidance, our
dividends paid before December 31, 2010 should be eligible for treatment as qualified dividend income, provided the holding
period and other requirements are satisfied. In the absence of intervening legislation, dividends received by aU.S. Holder
after tax years beginning on or after December 31, 2010 will be taxed to such Holder at ordinary income rates.

Distributionsto U.S. Holders generally will not be eligible for the dividends received deduction generally allowed to
U.S. corporations in respect of dividends received from other U.S. corporations.
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A U.S. Holder will be taxed on the U.S. dollar value of any Canadian dollars received as dividends, generally
determined at the spot rate as of the date the payment is actually or constructively received. No currency exchange gain or
loss will be recognized by aU.S. Holder on such dividend payments if the Canadian dollars are converted into U.S. dollars on
the date received at that spot rate. Any gain or 1oss on a subsequent conversion or other disposition of Canadian dollars
generaly will be treated as U.S.-source ordinary income or 10ss.

Taxation of Sale, Exchange or Other Taxable Disposition of Common Shares

Upon the sale, exchange or other taxable disposition of a common share, a U.S. Holder generally will recognize gain or
loss equal to the difference between the amount realized upon the sale, exchange or other disposition and such U.S. Holder's
tax basis in the common share. The amount realized on the sale, exchange or other taxable disposition of the common shares
will bethe U.S. dollar value of any Canadian dollars received in the transaction, which is determined for cash basis taxpayers
on the settlement date for the transaction and for accrual basis taxpayers on the trade date (although accrual basis taxpayers
can also elect the settlement date). Any such gain or loss will generally be capital gain or loss and will generally be long-term
capital gain or lossif the U.S. Holder's holding period for the common shares transferred exceeds one year on the date of the
sale or disposition. Long-term capital gains of non-corporate U.S. Holders derived with respect to the disposition of common
shares are currently subject to tax at reduced rates. The deductibility of capital losses is subject to several limitations. Any
gain or loss realized on a subsequent conversion or other disposition of Canadian dollars will be ordinary gain or loss.

Disclosur e of Reportable Transactions

If aU.S. Holder sells or disposes of the Debentures or common shares at aloss or otherwise incurs certain |osses that
meet certain thresholds, such U.S. Holder may be required to file a disclosure statement with the IRS. For U.S. Holders that
areindividuals or trusts, there is a special reporting requirement threshold for foreign currency losses, which is US$50,000.
Failure to comply with these and other reporting requirements could result in the imposition of significant penalties.

Foreign Tax Credit Limitations

U.S. Holders may be subject to Canadian withholding tax on payments made with respect to the Debentures or common
shares. Subject to certain conditions and limitations, such withholding taxes may be treated as foreign taxes eligible for credit
against aU.S. Holder's U.S. federal incometax liability. Such credit may not be available to U.S. holders owning the
common shares in a non-taxable account. Additionally, foreign taxes may not be eligible to the extent they could have been
reduced pursuant to an income tax treaty.

It is possible that we are, or at some future time will be, at least 50% owned by U.S. persons. Dividends paid by a
foreign corporation that is at least 50% owned by U.S. persons may be treated as U.S.-source income (rather than
foreign-source income) for foreign tax credit purposes to the extent the foreign corporation has more than an insignificant
amount of U.S.-source income. The effect of this rule may be to treat a portion of any dividends we pay as U.S.-source
income. Treatment of the dividends as U.S.-source income in whole or in part may limit aU.S. Holder's ability to claim a
foreign tax credit for the Canadian withholding taxes payable in respect of the dividends. Subject to certain limitations, the
Code permitsa U.S. Holder entitled to benefits under the U.S.-Canadian income tax treaty to elect to treat any Company
dividends as foreign-source income for foreign tax credit purposes. U.S. Holders should consult their own tax advisors about
the desirability of making, and the method of making, such an election.
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Therules governing foreign tax credits are complex. U.S. Holders are urged to consult their own tax advisors regarding
the availability of foreign tax creditsin their particular circumstances.

Passive Foreign Investment Company

A foreign corporation is a passive foreign investment company ("PFIC") within the meaning of Section 1297 of the
Code if, during any taxable year, (i) 75% or more of its gross income consists of certain types of passive income, or (ii) the
average value (or basisin certain cases) of its passive assets (generally assets that generate passive income) is 50% or more of
the average value (or basisin certain cases) of all of its assets. If we were a PFIC while ataxable U.S. Holder held common
shares, the PFIC rules could have the effect of subjecting such U.S. Holder to an interest charge on any deferred taxation and
taxing gain upon the sale of our common shares as ordinary income. If we were a PFIC while ataxable U.S. Holder held
Debentures, the interest charge and gain recharacterization rules described in the preceding sentence could potentially apply
to such U.S. Holder with respect to its Debentures, or to any common shares received upon a conversion of the Debentures.
In addition, under recently enacted legislation each U.S. Holder of a PFIC is required to file an annual report containing such
information as the U.S. Department of the Treasury may require. If we were classified as a PFIC in any year with respect to
which aU.S. Holder owns the Debentures or common shares, we would continue to be treated as a PFIC with respect to the
U.S. Holder in all succeeding years during which the U.S. Holder owns the Debentures or common shares, regardless of
whether we continue to meet the tests described above. However, if we ceased to be a PFIC, aU.S. Holder of our common
shares could avoid some of the adverse effects of the PFIC regime by making a deemed sal e el ection with respect to our
common shares.

We do not believe we are a PFIC, and we do not expect to become a PFIC. If our income or asset composition were to
become more passive (including through the acquisition of assets that generate passive income, or minority investmentsin
stock of corporations), we could potentially become a PFIC. Our PFIC status for any taxable year may also depend upon the
extent to which our revenueis subject to special PFIC rules with respect to "commodities," an analysis that raises
uncertainties in application and interpretation. Additionally, if we were a PFIC and were to form or acquire non-U.S.
subsidiaries that are treated as corporations for U.S. tax purposes, such subsidiaries could potentially be PFICs. If we owned a
subsidiary that is a PFIC, then taxable U.S. Holders could be adversely affected as aresult of their indirect ownership of stock
in any subsidiary of oursthat isaPFIC.

Information Reporting and Backup Withholding

In general, information reporting requirements will apply to payments with respect to the Debentures or common shares
paid to aU.S. Holder other than certain exempt recipients (such as corporations). Backup withholding will apply to such
payments if such U.S. Holder fails to provide a taxpayer identification number or certification of other exempt status or fails
to comply with the applicable requirements of the backup withholding rules. Any amounts withheld under the backup
withholding rules will be allowed as arefund or a credit against such U.S. Holder's U.S. federal income tax liability provided
the required information is furnished by such U.S. Holder to the IRS in atimely manner. A U.S. Holder who does not provide
acorrect taxpayer identification number may be subject to penaltiesimposed by the IRS.

Recent L egislative Developments

Newly enacted legidation requires certain U.S. Holders that are individuals, estates or trusts to pay up to an additional
3.8% tax on, among other things, interest, dividends and capital gains for taxable years beginning after December 31, 2012.
In addition, for taxable years beginning after March 18, 2010, new legislation requires certain U.S. Holders who are
individuals that hold certain foreign financial assets (which may include the Debentures or common shares) to report
information relating to such assets, subject to certain exceptions. U.S. Holders should consult their own tax advisors
regarding the effect, if any, of thislegislation on their ownership and disposition of the Debentures or common shares.
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CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

Thefollowing is asummary of the principal Canadian federal income tax considerations generally applicable under the
Income Tax Act (Canada) and the regulations thereunder (the "Tax Act") to a holder who acquires Debentures pursuant to the
offering and who, for the purposes of the Tax Act and the Canada-United States Income Tax Convention (the "Canadian
Treaty"), at al relevant times (a) isaresident of the United States and not resident, or deemed to be resident, in Canada,

(b) holds the Debentures and will hold the common shares issuable on the conversion, redemption, purchase for cancellation
or maturity of the Debentures as capital property, (c) deals at arm's length with the Company, (d) is not affiliated with the
Company, and (€) does not use or hold and is not deemed to use or hold the Debentures or the common shares issuable on the
conversion, redemption, purchase for cancellation or maturity of the Debentures in connection with atrade or business that
the prospective purchaser carries on, or is deemed to carry on, in Canada at any time (a"U.S. Holder"). For the purpose of the
Tax Act, related persons (as defined therein) are deemed not to deal at arm’s length, and it is a question of fact whether
persons not related to each other deal at arm's length. Special rules which are not discussed in this summary may apply to
"financial institutions” (as defined in the Tax Act), to aU.S. Holder that isan insurer carrying on an insurance businessin
Canada and el sewhere and to an "authorized foreign bank” (as defined in the Tax Act), and, accordingly, such persons should
consult their own tax advisors.

Limited liability companies ("LLCs") that are not taxed as corporations pursuant to the provisions of the Code do not
qualify asresident in the U.S. for purposes of the Canadian Treaty. Under the Canadian Treaty, aresident of the U.S. who isa
member of such an LLC and is otherwise eligible for benefits under the Canadian Treaty may generally be entitled to claim
benefits under the Canadian Treaty in respect of income, profits or gains derived through the LLC.

The Canadian Treaty includes limitation on benefits rules that restrict the ability of certain personswho are resident in
the U.S. for purposes of the Canadian Treaty to claim any or al benefits under the Canadian Treaty. U.S. Holders should
consult their own tax advisors with respect to their eligibility for benefits under the Canadian Treaty, having regard to these
rules.

This summary is of ageneral nature only and is based upon the facts set out herein, the provisions of the Tax Act, the
Canadian Treaty and the current published administrative policies and assessing practices of the CRA, all in effect as of the
date hereof. This summary is based on the assumption that the Debentures and the common shares issuable on the conversion,
redemption, purchase for cancellation or maturity of the Debentures will at all relevant times be listed on the Toronto Stock
Exchange. This summary takes into account all specific proposals to amend the Tax Act publicly announced by or on behalf
of the Minister of Finance (Canada) prior to the date hereof. There can be no assurance that any such proposals will be
implemented in their current form or at all. This summary does not otherwise take into account or anticipate any changes in
law or in the administrative policies and assessing practices of the CRA, whether by legislative, governmental or judicial
decision or action, and does not take into account provincial, territorial or foreign tax legislation or considerations, which may
differ significantly from those discussed herein.

This summary is not exhaustive of all possible Canadian federal tax considerations applicable to an investment in
Debentures. Moreover, the Canadian tax consegquences of acquiring, holding or disposing of Debentures or common shares
issuable on the conversion, redemption, purchase for cancellation or maturity of the Debentures will vary depending on the
U.S. Holder's particular circumstances. Accordingly, this summary is of ageneral nature only and is not intended to be, and
should not be interpreted as, legal or tax advice to any prospective purchaser and no representation with respect to the tax
consequence to any particular U.S. Holder is made. Prospective investors should consult their own tax advisor with respect to
the Canadian tax consequences of an investment in Debentures based on their particular circumstances.
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Prospective investors may also be subject to certain Canadian provincial or territorial tax consequences as a result of
acquiring, holding or disposing of Debentures or common shares i ssuable on the conversion, redemption, purchase for
cancellation or maturity of the Debentures. Accordingly, prospective investors are urged to consult with their tax advisors for
advice with respect to Canadian provincial or territorial tax consequences of an investment in Debentures based on their
particular circumstances.

For purposes of the Tax Act, all amounts relating to the acquisition, holding or disposition of Debentures or common
shares issuable on the conversion, redemption, purchase for cancellation or maturity of the Debentures, including income,
gain or profit, adjusted cost base and proceeds of disposition, must be converted into Canadian dollars based on the prevailing
United States dollar exchange rate at the time such amounts arise in accordance with the detailed rulesin the Tax Act.

Debentures
Taxation of Interest on Debentures

Based on the recently published administrative position of the CRA, aU.S. Holder will not be subject to Canadian
withholding tax in respect of amounts paid or credited or deemed to have been paid or credited by the Company as, on
account or in lieu of payment of, or in satisfaction of, interest or principal on the Debentures. However, a U.S. Holder who
transfers or is deemed to transfer a Debenture to a holder resident or deemed to be resident in Canada for purposes of the Tax
Act should consult its own tax advisor for advice with respect to the tax consequences of such transfer.

Exer cise of Conversion Privilege

The conversion of a Debenture into common shares only on the exercise of a conversion privilege by a U.S. Holder will
generally be deemed not to constitute a disposition of the Debenture and, accordingly, a U.S. Holder will not recognize again
or aloss on such conversion.

Dividends on Common Shares

Dividends paid or credited on the common shares, or deemed under the Tax Act to be paid or credited on the common
shares, to a U.S. Holder will generally be subject to Canadian withholding tax at the rate of 25%, unless the rate is reduced
under the provisions of an applicable tax treaty. Under the Canadian Treaty, the withholding tax rate in respect of a dividend
paid to aU.S. Holder who is the beneficial owner of the dividend and is entitled to full benefits under the Canadian Treaty is
generaly reduced to 15%.

Disposition of Debentures and Common Shares

A U.S. Holder will not be subject to tax under the Tax Act in respect of any capital gain realized by such U.S. Holder on
adisposition of a Debenture or acommon share, as the case may be, unless the Debenture or common shares constitutes
"taxable Canadian property" (as defined in the Tax Act) of the U.S. Holder at the time of disposition and the U.S. Holder is
not entitled to relief under an applicable tax treaty. Where the common shares are listed on a designated stock exchange (for
purposes of the Tax Act) at a particular time the Debentures and the common shares will not constitute taxable Canadian
property to aU.S. Holder at such time provided that at any time during the sixty-month period that ends at that time, either:
(a) the U.S. Holder, persons with whom the U.S. Holder does not deal at arm's length, or the U.S. Holder together with all
such persons, have not owned 25% or more of any class or series of shares of the capital stock of the Company; or (b) such
common shares did not derive, directly or indirectly, more than 50% of their fair market value from one or any combination
of (i) real or immovable property situated in Canada, (ii) "Canadian resource properties’
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(asdefined in the Tax Act), (iii) "timber resource properties’ (as defined in the Tax Act), and (iv) options or interestsin
respect of property described in (i), (i) and (iii).

In the event that the Debentures or the common shares constitute or are deemed to constitute taxable Canadian property
to any U.S. Holder, the Canadian Treaty (or other applicable tax treaty or convention) may exempt the U.S. Holder from tax
under the Tax Act in respect of the disposition thereof, provided the value of such common sharesis not derived principally
from real property situated in Canada (as may be defined in the applicable tax treaty or convention). U.S. Holders whose
common shares or Debentures may be taxable Canadian property should consult with their own tax advisors for advice
having regard to their particular circumstances.

145




PLAN OF DISTRIBUTION

Subject to the terms and conditions contained in an underwriting agreement between us and the underwriters named
below, we have agreed to issue and sell, and the underwriters have agreed to purchase, as principals, on the closing date,
being , 2010 or such other date as may be agreed upon by us and the underwriters, but in any event not later
than , 2010 an aggregate of Cdn$ principal amount of Debentures. The Debentures are being offered to the
publicin all of the provinces and territories of Canada (other than Quebec). No offers or sales of the Debentures will be made
in the United States. Subject to certain conditions, the underwriters have agreed to purchase the aggregate principal amount of
debentures indicated in the following table:

Principal Amount of
Underwriter Debentures

BMO Neshitt Burns Inc.

The underwriters are committed to take and pay for all of the Debentures being offered, if any are taken, other than
Debentures covered by the option described below unless and until this option is exercised. The obligations of the
underwriters under the underwriting agreement may be terminated at its discretion upon the occurrence of certain stated
events. The underwriters propose to offer the Debentures to the public initialy at the offering price and in the principal
amount, respectively, specified on the cover page of this prospectus. After the underwriters have made areasonable effort to
sell al of the Debentures offered hereby at the offering price and in the principal amount, respectively, specified on the cover
page, the price per Debenture for the Debentures may be decreased and may be further changed from time to time to amounts
not greater than those set forth on the cover page. The compensation realized by the underwriters will be decreased by the
amount that the aggregate price paid by the purchasers of the Debentures is |ess than the amount paid by the underwriters to
us.

The Debentures will beissued in "book-entry only" form and must be purchased or transferred through a CDS Clearing
and Depository Services Inc. ("CDS") participant (a"CDS Participant™). At closing, we will cause global certificates
representing the Debentures being offered to be delivered to, and registered in the name of, CDS or its nominee. All rights of
holders of the Debentures must be exercised through, and all payments or other property to which such holder is entitled will
be made or delivered by, CDS or the CDS Participant through which the holder of Debentures holds such Debentures. Each
person who acquires Debentures will receive only a customer confirmation of purchase from the underwriter or registered
dealer from or through which the Debentures are acquired in accordance with the practices and procedures of that underwriter
or registered dealer. The practices of registered dealers may vary, but generally customer confirmations are issued promptly
after execution of a customer order. CDS is responsible for establishing and maintaining book-entry accounts for its CDS
Participants having interests in the Debentures.

Option to purchase additional Debentures

We have granted the underwriters an option to purchase up to an additional Cdn$  principal amount of Debentures at a
price of Cdn$1,000 per Debenture on the same terms and conditions as this offering, exercisablein whole or in part, at the
sole discretion of the underwriters at any one time on or prior to the 30" day after the closing of this offering, for the purposes

of covering the underwriters' over-allotment position, if any.
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Commissions and discounts

The following table shows the per share and total underwriting discounts to be paid to the underwriters by us. Such
amounts are shown assuming both no exercise and full exercise of the underwriters option to purchase an additional
Cdn$  aggregate principal amount of Debentures:

No exercise Full Exercise

Per Debenture
Totd

We estimate that the total expenses of this offering payable by us, not including the underwriting discounts but including
our reimbursement of certain expenses of the underwriters, will be approximately $

L ock-up

Subject to certain exceptions, we and our senior officers and directors have agreed with the underwriters, subject to
certain exceptions, not to issue, offer, sell, contract to sell or otherwise dispose of any of the Debentures or common shares or
any securities convertible into or exercisable or exchangeable for any Debentures or common shares or financial instruments
convertible into or exercisable or exchangeable for Debentures or common shares, or announce any intention to effect any of
the foregoing, for a period of 90 days from the date of closing without the prior written consent of the underwriters, which
consent may not be unreasonably withheld.

Indemnification and contribution

We have agreed to indemnify the underwriters and their affiliates and controlling persons against certain liabilities. If we
are unable to provide this indemnification, we have agreed to contribute to the payments the underwriters, their affiliates and
controlling persons may be required to make in respect of those liabilities.

Listing

Thereis currently no trading market for the Debentures. Our outstanding common shares are listed on the TSX under the
symbol "ATP" and on the NY SE under the symbol "AT."

Price stabilization, short positions and passive market making

Pursuant to policy statements of Canadian securities regulators, the underwriters may not, throughout the period of
distribution, bid for or purchase the Debentures. Thisrestriction is subject to exceptions, on the condition that the bid or
purchase is not engaged in for the purpose of creating actual or apparent active trading in, or raising the price of, any of the
Debentures. These exceptions include bids or purchases permitted under the Universal Market Integrity Rules for Canadian
Marketplaces of Market Regulation Services Inc. relating to market stabilization and passive market making activities and
bids or purchases made for and on behalf of a customer where the order was not solicited during the period of distribution.
Under the first mentioned exception, in connection with this offering, the underwriters may effect transactions that stabilize
or maintain the market price of the Debentures at levels other than those which might otherwise prevail in the open market.
Those transactions, if commenced, may be interrupted or discontinued at any time.

Other Relationships

A bank affiliate of BMO Neshitt Burns Inc. is alender to Atlantic Power Holdings, Inc. ("Holdings"), an indirect
wholly-owned subsidiary of the Company, under an existing credit facility.
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Consequently, the Company may be considered a " connected issuer” of BMO Nesbitt Burns Inc. under applicable securities
laws in certain Canadian provinces and territories. As of June 30, 2010, outstanding borrowings under the credit facility
totaled $20.0 million, which we intend to repay with the proceeds of this offering. See "Use of Proceeds." Holdingsisin
compliance with the terms of the credit facility. Since the execution of the credit facility, the lenders have not waived a
breach, on the part of Holdings, of the credit facility.

Agreement to Purchase Securities

FOR PURPOSES OF THE U.S. SECURITIES LAWS, NO BINDING COMMITMENT TO PURCHASE THE
DEBENTURES OFFERED PURSUANT TO THIS PROSPECTUS ISMADE BY ANY INVESTOR, AND NO SALE OF
THE DEBENTURES OFFERED PURSUANT TO THISPROSPECTUS ISMADE TO ANY INVESTOR, UNTIL
5:00 P.M. (TORONTO TIME) ON THE SECOND BUSINESS DAY AFTER SUCH INVESTOR RECEIVES THIS
PROSPECTUS. UNTIL SUCH TIME, ANY INVESTOR MAY CANCEL HISOR HER INTENTION TO PURCHASE
THE DEBENTURESWITHOUT PENALTY BY CONTACTING THE UNDERWRITERS NAMED IN THIS
PROSPECTUS.

LEGAL MATTERS

Certain legal matters relating to the issue and sale in Canada of the Debentures offered hereby will be passed upon by
Goodmans LLP on behalf of Atlantic Power and by Blake, Cassels & Graydon LLP on behalf of the underwriters. Goodwin
Procter LLP, Boston, Massachusetts, is acting as U.S. counsel to Atlantic Power in this offering and Shearman &

Sterling LLP, Toronto, Ontario, Canada, is acting as U.S. counsel for the underwriters.

EXPERTS

The consolidated financial statements of Atlantic Power Corporation and its subsidiaries as of December 31, 2009 and
2008, and for each of the yearsin the three-year period ended December 31, 2009, have been included herein in reliance upon
the report of KPMG LLP, independent registered public accounting firm, appearing elsewhere herein, and upon the authority
of said firm as experts in accounting and auditing.

The consolidated financial statements of Selkirk Cogen Partners, L.P. and subsidiary as of December 31, 2007 and for
the year then ended included in this Registration Statement on Form S-1 have been so included in reliance on the report of
PricewaterhouseCoopers L L P, independent accountants, given on the authority of said firm as experts in auditing and
accounting.

The consolidated financial statements of Chambers Cogeneration Limited Partnership and its subsidiaries as of
December 31, 2008 and 2007, and for the years then ended included in this Registration Statement on Form S-1 have been so
included in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given on the authority of said
firm as expertsin auditing and accounting.

The combined financia statements of Gregory Partners, LLC and Gregory Power Partners, L.P. as of December 31,
2007 and for the year then ended included in this Registration Statement on Form S-1 have been so included in reliance on
the report of PricewaterhouseCoopers LL P, independent accountants, given on the authority of said firm as expertsin
auditing and accounting.

The financial statements of Pasco Cogen, Ltd. as of December 31, 2007 and for the year then ended, have been included
herein in reliance upon the report of KPMG LLP, independent accountants, appearing elsewhere herein, and upon the
authority of said firm as experts in accounting and auditing.
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WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statement under the Securities Act that registers the offer and sale of the
securities offered by this prospectus. This prospectusis part of the registration statement, but the registration statement,
including the accompanying exhibits included or incorporated by reference therein, contains additional relevant information
about us. We have also filed aregistration statement under the Securities Act that registers the offer and sale of common
shares.

We are required to file annual, quarterly and current reports, proxy statements and other information with the SEC. Y ou
may read and copy any document we file, including the registration statement containing this prospectus and the registration
statement with respect to the registration of the common shares, at the SEC's Public Reference Room at 100 F Street, N.E.,
Washington, D.C. 20549. Y ou may call the SEC at 1-800-SEC-0330 for further information on the operation of the Public
Reference Room. Our SEC filings are also available to the public from the SEC's website at http://www.sec.gov and on our
website at http://www.atlanticpower.com. We have included the SEC's web address and our web address as inactive textual
references only. Our website is not incorporated into, and does not constitute a part of, this prospectus or any other report or
documents we file with or furnish to the SEC.

Y ou may request a copy of these filings, and any exhibits we have specifically incorporated by reference as an exhibit in
this prospectus, at no cost by writing or telephoning us at the following: Atlantic Power Corporation, 200 Clarendon Street,
Floor 25, Boston, Massachusetts 02116, Attention: Patrick Welch. Our telephone number is (617) 977-2400.
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Report of Independent Registered Public Accounting Firm

The Board of Directors
Atlantic Power Corporation:

We have audited the accompanying consolidated balance sheets of Atlantic Power Corporation as of December 31, 2009
and 2008, and the related consolidated statements of operations, shareholders' equity and cash flows for each of the yearsin
the three-year period ended December 31, 2009. In connection with our audits of the consolidated financia statements, we
also have audited financial statement schedule " Schedule I1. Vauation and Qualifying Accounts." These consolidated
financial statements and financial statement schedule are the responsibility of the Company's management. Our responsibility
is to express an opinion on these consolidated financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide areasonable basis for our opinion.

Asdiscussed in note 2 to the consolidated financial statements, on January 1, 2009, Atlantic Power Corporation adopted
FASB's ASC 805 Business Combinations, on January 1, 2008, Atlantic Power Corporation changed its method of accounting
for fair value measurements in accordance with FASB ASC 820 Fair Vaue Measurements; and on January 1, 2007, Atlantic
Power Corporation changed its method of accounting for income tax uncertainties in accordance with guidance provided in
FASB ASC 740 Income Taxes.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Atlantic Power Corporation as of December 31, 2009 and 2008, and the results of its operations and its
cash flows for each of the yearsin the three-year period ended December 31, 2009, in conformity with U.S. generally
accepted accounting principles. Also in our opinion, the related financial statement schedule, when considered in relation to
the basic consolidated financial statements taken as awhole, present fairly, in all material respects, the information set forth
therein.

/9 KPMGLLP
Chartered Accountants, Licensed Public Accountants

Toronto, Canada
April 12, 2010 except asto notes 4, 9, and 19 which are as of May 26, 2010 and as to Notes 2(a), 18 and 21 which are as of
June 16, 2010.
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CONSOLIDATED BALANCE SHEETS

(In thousands of U.S. dollars)

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable
Current portion of derivative instruments asset (Notes 12 and 13)
Prepayments, supplies and other
Deferred income taxes (Note 14)
Refundable income taxes (Note 14)

Total current assets

Property, plant and equipment (Note 5)
Transmission system rights (Note 6)

Equity investmentsin affiliates (Note 4)

Other intangible assets (Note 6)

Goodwill (Note 2)

Derivative instruments asset (Notes 12 and 13)
Other assets

Total assets

Liabilities and Shareholders' Equity
Current ligbilities:
Accounts payable and accrued liabilities
Current portion of long-term debt (Note 9)
Revolving credit facility (Note 8)
Current portion of derivative instruments liability (Notes 12 and 13)
Interest payable on subordinated notes and debentures
Dividends payable
Other current liabilities

Tota current liabilities

Long-term debt (Note 9)

Subordinated notes (Note 10)

Convertible debentures (Note 11)

Derivative instruments liability (Notes 12 and 13)
Deferred income taxes (Note 14)

Other non-current liabilities

Shareholders' equity:
Common shares, No par value, unlimited authorized shares;
60,404,093 and 60,940,731 issued and outstanding at December 31, 2009
and 2008, respectively
Accumulated other comprehensive loss
Retained deficit

Total shareholders equity

Commitments and contingencies (Note 20)
Subsequent events (Note 21)

Total liabilities and shareholders equity

See accompanying notes to consolidated financial statements.
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December 31,
2009 2008
$ 49850 $ 37,327
14,859 15,434
17,480 28,000
5,619 —
3,019 3,349
17,887 11,121
10,552 997
119,266 96,228
193,822 204,171
195,984 203,833
259,230 287,775
71,770 93,644
8,918 8,918
14,289 224
6,297 13,202
$ 869,576 $ 907,995
$ 21661 $ 19,342
18,280 12,008
— 55,000
6,512 6,206
800 3,455
5,242 1,918
752 3,941
53,247 101,870
224,081 243,097
— 319,984
139,153 49,261
5,513 14,211
28,619 26,779
4,846 1,167
541,917 215,163
(859) (3,136)
(126,941) (60,401)
414,117 151,626
$ 869,576 $ 907,995




CONSOLIDATED STATEMENTS OF OPERATIONS

(Inthousands of U.S. dollars, except per share amounts)

Project revenue:
Energy sales
Energy capacity revenue
Transmission services
Other

Project expenses:
Fuel
Operations and maintenance
Project operator fees and expenses
Depreciation and amortization

Project other income (expense):

Change in fair value of derivative instruments (Note 12 and 13)

Equity in earnings of unconsolidated affiliates (Note 4)
Gain (loss) on sales of equity investments, net (Note 3)
Interest, net

Other project expense

Project income

Administrative and other expenses (income):
Management fees and administration
Interest, net
Foreign exchange loss (gain) (Note 13)
Other expense, net

Income (loss) from operations before income taxes
Income tax expense (benefit) (Note 14)
Net income (l0ss)

Net income (loss) per share—basic (Note 17)

Net income (loss) per share—diluted (Note 17)

See accompanying notes to consolidated financial statements.
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Y ears ended December 31,

2009 2008 2007
58953 $ 64237 $ 42,799
88,449 77,601 35,625
31,000 31,528 34,524
1,115 356 309
179,517 173,812 113,257
59,522 55,366 18,537
24,038 17,711 10,718
4,115 3,727 1,854
41,374 29,528 19,725
129,049 106,332 50,834
(6,813) (16,026) (22,264)
8,514 1,895 44,368
13,780 — (5,115)
(18,800) (17,709) (13,216)
1,266 5,366 3,922
(2,053) (26,474) 7,695
48,415 41,006 70,118
26,028 10,012 8,185
55,608 43,275 44,307
20,506 (47,247) 30,142

362 425 975

102,594 6,465 83,609
(54,179) 34,541 (13,491)
(15,693) (13,560) 17,105
(38486) $ 48101 $  (30,596)
(0.63) $ 078 $ (0.50)
(0.63) $ 073 $ (0.50)




CONSOLIDATED STATEMENTS OF CHANGESIN SHAREHOLDERS EQUITY

December 31, 2006
Dividends declared

Comprehensive Income:

Net loss

Net comprehensive income
December 31, 2007

Common sharesissued for LTIP

Common stock repurchases

Adoption of accounting standard for Fair Value
Measurement

Dividends declared

Comprehensive loss:
Net income
Unrealized |osses on hedging activities, net
of tax of $2,091
Net comprehensive income
December 31, 2008

Subordinated notes conversion
Common shares issued for LTIP
Common stock repurchases
Dividends declared

Comprehensive Income:
Net loss
Unrealized gains on hedging activities, net of
tax of ($1,518)
Net comprehensive loss
December 31, 2009

See accompanying notes to consolidated financial statements.

(In thousands of U.S. dollars)

Accumulated
Common Common Other Total
Stock Stock Retained Comprehensive Shareholders
(Shares) (Amount) Deficit Income Equity
61470 $ 216636 $ (53,571) $ —  $ 163,065
— — (24,665) — (24,665)
— — (30,59) — (30,596)
— — — — (30,596)
61,470 216,636 (108,832) — 107,804
30 127 — — 127
(559) (1,600) — — (1,600)
— — 25,179 — 25,179
— — (24,849) — (24,849)
— — 43,101 — 43,101
= = = (3,136) (3,136)
— — — — 44,965
60,941 215,163 (60,401) (3,136) 151,626
(114) 327,691 — — 327,691
59 151 — — 151
(482) (1,088) — — (1,088)
- — (28,054) — (28,054)
— — (38,486) — (38,486)
_ — — 2,277 2,277
— — — — (36,209)
60404 $ 541917 $  (126941) $ (859) $ 414117

F-5




CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands of U.S. dollars)

Y ears ended December 31,

2009

2008

2007

Cash flows from operating activities:

See accompanying notes to consolidated financial statements.
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Net (loss) income $ (38486) $ 48101 $  (30,596)
Adjustments to reconcile to net cash provided by operating activities:
Depreciation and amortization 41,374 29,528 19,725
Impairment of equity investment (Note 3) 5,500 — —
Common share conversion costs recorded in interest expense 4,508 — —
Subordinated note redemption premium recorded in interest
expense (Note 10) 1,935 — —
Loss (gain) on sale of property, plant and equipment 933 (5,163) 8,627
Earnings from unconsolidated affiliates (14,213) (1,895) (44,368)
(Gain) loss on sales of equity investments, net (Note 3) (13,780) — 5,115
Distributions from unconsolidated affiliates 27,884 41,031 46,653
Change in gas transportation contract liability (Note 7) — — (13,019)
Gain on extinguishment of gas transportation contract (Note 7) — — (10,554)
Unrealized foreign exchange (gain) loss (Note 13) 24,370 (39,203) 37,716
Change in fair value of subordinated note prepayment option 106 27 —
Change in fair value of derivative instruments (Note 13) 6,813 16,026 22,264
Change in deferred income taxes (Note 14) (6,436) (14,009) 12,289
Change in other operating balances, net of acquisitions and
disposition effects:
Accounts receivable 10,520 216 2,523
Prepayments, refundable income taxes and other assets (3,454) 12,229 6,222
Accounts payable and accrued liabilities 2,959 (20) 1,166
Other liabilities (84) (9,080) (5,675)
Cash provided by operating activities 50,449 77,788 58,088
Cash flows provided by (used in) investing activities:
Acquisitions, net of cash acquired (Note 3) (3,068) (141,688) (23,213)
Change in restricted cash (Note 2a) 575 6,335 11,386
Proceeds from sale of property, plant and equipment 167 7,889 3,073
Purchases of property, plant and equipment (2,016) (1,102) (15,695)
Proceeds from sale of equity investments (Note 3) 29,300 — 6,195
Purchases of auction rate securities (Note 12) — (75,518) (120,153)
Sales of auction rate securities (Note 12) — 75,518 120,153
Cash provided by (used in) investing activities 24,958 (128,566) (18,254)
Cash flows provided by (used in) financing activities:
Redemption of 1PSs (3,369) (1,612) —
Redemption of subordinated notes (Note 10) (40,638) (3,064) —
Costs associated with common share conversion (4,508) — —
Dividends paid (24,955) (24,612) (24,342)
Proceeds from convertible debentures, net of offering costs 78,330 — —
Proceeds from issuance of project level debt — 35,000 48,056
Repayment of project-level debt (12,744) (22,275) (71,117)
Repayment of revolving credit facility borrowings (Note 8) (55,000) — (31,000)
Proceeds from revolving credit facility borrowings — 55,000 31,000
Proceeds from escrow used for redemption of non-controlling
interest (Note 19) — — 74,433
Repayment of obligation to non-controlling interest (Note 19) — — (76,888)
Cash (used in) provided by financing activities (62,884) 38,437 (49,858)
Increase (decrease) in cash and cash equivalents 12,523 (12,341) (10,024)
Cash and cash equivalents, beginning of year 37,327 49,668 59,692
Cash and cash equivalents, end of year $ 49850 $ 37327 $ 49,668
Supplemental cash flow information;
Interest paid $ 69186 $ 72,129 % 62,366
Income taxes (paid) refunded $ (216) $ 2418 $  (10,483)




NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS
1. Nature of business

Atlantic Power Corporation ("Atlantic Power") is a corporation established under the laws of the Province of Ontario on
June 18, 2004 and continued to the Province of British Columbia on July 8, 2005. We issued income participating securities
("IPSs") for cash pursuant to an initial public offering on November 18, 2004. Each IPS was comprised of one common share
and Cdn$5.767 principa value of 11% subordinated notes due 2016 . On November 27, 2009 the shareholders approved a
conversion from the I PS structure to atraditional common share structure. Each IPS has been exchanged for one new
common share and each old common share that did not form a part of an |PS was exchanged for approximately 0.44 of anew
common share. See Notes 10 and 15 for additional information.

We currently own, through our wholly-owned subsidiaries Atlantic Power Transmission, Inc. and Atlantic Power
Generation, Inc. indirect interestsin 12 power generation projects and one transmission line located in the United States. Four
of our Projects are wholly-owned subsidiaries: Lake Cogen Ltd., Pasco Cogen, Ltd., Auburndale Power Partners, L.P. and
Atlantic Path 15, LLC.

Our registered officeis located at 355 Burrard Street, Suite 1900, VVancouver, British Columbia V6C 2G8 and our
headquartersislocated at 200 Clarendon Street, Floor 25, Boston, Massachusetts, USA 02116. The telephone number is
(617) 977-2400. The address of our website is atlanticpower.com. Our recent Canadian securities filings are available through
our website.

2. Summary of significant accounting policies
(a) Basis of consolidation and accounting:

The accompanying consolidated financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America and include the consolidated accounts and operations of our subsidiaries in which
we have a controlling interest. The usual condition for a controlling financial interest is ownership of the majority of the
voting interest of an entity. However, a controlling financial interest may also exist in entities, such as avariable interest
entity, through arrangements that do not involve controlling voting interests.

As such, we apply the standard that requires consolidation of variable interest entities, or VIES, for which we are the
primary beneficiary. The guidance requires a variable interest holder to consolidate a VIE if that party will absorb a mgjority
of the expected losses of the VIE, receive the mgjority of the expected residual returns of the VIE, or both. We have
determined that our investments are not VVI1Es by evaluating their design and capital structure. Accordingly, we record al of
our investments in less than 100% owned entities under the equity method of accounting. See Note 4, for further information.

We eliminate all intercompany accounts and transactions in consolidation.

Beginning in the first quarter of 2010, changesin restricted cash in the consolidated statement of cash flows has been
reported as an investing activity to reflect the use of the restricted cash in the current period. In previous periods, changesin
restricted cash were reported as cash flow from operating activities. The prior period amounts have been reclassified to
conform with the current year presentation. This reclassification does not impact the consolidated balance sheet or the
consolidated statements of operations. We have changed the classification of restricted cash because the revised presentation
is more widely used by companiesin our industry.

These financial statements and notes reflect our evaluation of events occurring subsequent to the balance sheet date
through June 16, 2010, the date the financial statements were issued.
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)
2. Summary of significant accounting policies (Continued)
(b) Use of estimates:

The preparation of financial statements requires us to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liahilities at the date of the financia statements and the
reported amounts of revenue and expenses during the year. Actual results could differ from those estimates. During the
periods presented, we have made a number of estimates and valuation assumptions, including the fair values of acquired
assets, the useful lives and recoverability of property, plant and equipment and power purchase agreements, the recoverability
of equity investments, the recoverability of deferred tax assets, tax provisions, and the fair value of financial instruments and
derivatives. In addition, estimates are used to test long-lived assets and goodwill for impairment and to determine the fair
value of impaired assets. These estimates and val uation assumptions are based on present conditions and our planned course
of action, as well as assumptions about future business and economic conditions. As better information becomes available or
actual amounts are determinable, the recorded estimates are revised. Should the underlying valuation assumptions and
estimates change, the recorded amounts could change by a material amount.

(c) Regulatory accounting:

Path 15 accounts for certain income and expense items in accordance with a standard where certain costs are deferred,
which would otherwise be charged to expense, as regulatory assets based on Path 15's ability to recover these costs in future
rates.

(d) Revenue:

We recognize energy sales revenue on a gross basis when electricity and steam are delivered under the terms of the
related contracts. Revenue associated with capacity payments under the PPAs are recognized as the lesser of (1) the amount
billable under the PPA or (2) an amount determined by the kilowatt hours made available during the period multiplied by the
estimated average revenue per kilowatt hour over the term of the PPA.

Transmission services revenue is recognized as transmission services are provided. The annual revenue reguirement for
transmission servicesis regulated by the Federal Energy Regulatory Commission ("FERC") and is established through a
rate-making process that occurs every three years. When actual cash receipts from transmission services revenue are different
than the regulated revenue reguirement because of timing differences, the over or under collections are deferred until the
timing differences reverse in future periods.

(e) Cash and cash equivalents:

Cash and cash equivalents include cash deposited at banks and highly liquid investments with original maturities of
90 days or less when purchased.

(f) Restricted cash:

Restricted cash represents cash and cash equivalents that are maintained by the Projects to support payments for major
maintenance costs and meet project-level contractual debt obligations.

(g) Use of fair value:

We utilize afair value hierarchy that gives the highest priority to quoted pricesin active markets and is applicable to fair
value measurements of derivative contracts and other instruments that are subject to mark-to-market accounting. Refer to
Note 12, for more information.
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)
2. Summary of significant accounting policies (Continued)
(h) Derivative financial instruments:

We use derivative financial instrumentsin the form of interest rate swaps, indexed swap hedges and foreign exchange
forward contracts to manage our current and anticipated exposure to fluctuations in interest rates and foreign currency
exchange rates. On occasion, we have a so entered into natural gas supply contracts and natural gas forwards or swaps to
minimize the effects of the price volatility of natural gas which isamajor production cost. We do not enter into derivative
financial instruments for trading or speculative purposes; however, not all derivatives qualify for hedge accounting.

Derivative financia instruments not designated as a hedge are measured at fair value with changesin fair value recorded
in the consolidated statements of operations.

The following table summarizes derivative financial instruments that are not designated as hedges and the accounting
treatment in the consolidated statements of operations of the changesin fair value of such derivative financial instrument:

Derivative financial instrument L ocation of changesin fair value
Foreign currency forward contracts Foreign exchange loss (gain)
Lake natural gas swaps Change in fair value of derivative instruments
Auburndale natural gas swaps Change in fair value of derivative instruments
Interest rate swap Changein fair value of derivative instruments
Onondaga Indexed swap and indexed swap

hedges Changein fair value of derivative instruments

Certain derivative instruments qualify for a scope exception to fair value accounting, as they are considered normal
purchases or normal sales. The availability of this exception is based upon the assumption that we have the ability and it is
probable to deliver or take delivery of the underlying physical commodity. Derivatives that are considered to be normal
purchases and normal sales are exempt from derivative accounting treatment and are recorded as executory contracts.

We have designated one of our interest rate swaps as a hedge of cash flows for accounting purposes. Tests are performed
to evaluate hedge effectiveness and ineffectiveness at inception and on an ongoing basis, both retroactively and prospectively.
Unrealized gains or losses on the interest rate swap designated within a designated hedging relationship are deferred and
recorded as a component of accumulated other comprehensive income until the hedged transactions occur and are recognized
in earnings. The ineffective portion of the cash flow hedge, if any, isimmediately recognized in earnings.

(i) Property, plant and equipment:

Property, plant and equipment are stated at cost, net of accumulated depreciation. Depreciation is provided on a
straight-line basis over the estimated useful life of the related asset. As major maintenance occurs, and as parts are replaced
on the plant's combustion and steam turbines, these maintenance costs are either expensed or transferred to property, plant
and equipment if the maintenance extends the useful lives of the major parts. These costs are depreciated over the parts
estimated useful lives, which is generaly three to six years, depending on the nature of maintenance activity performed.

(j) Transmission system rights:

Transmission system rights are an intangible asset that represents the long-term right to approximately 72% of the
capacity of the Path 15 transmission line in California. Transmission system rights are amortized on a straight-line basis over
30 years, the regulatory life of Path 15.
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)
2. Summary of significant accounting policies (Continued)
(k) Asset retirement obligations:

Thefair value for an asset retirement obligation is recorded in the period in which it isincurred. Retirement obligations
associated with long-lived assets are those for which alegal obligation exists under enacted laws, statutes, and written or oral
contracts, including obligations arising under the doctrine of promissory estoppel, and for which the timing and/or method of
settlement may be conditional on a future event. When the liability isinitially recorded, we capitalize the cost by increasing
the carrying amount of the related long-lived asset. Over time, the liability is accreted to its present value each period and the
capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the liability, an entity either settles
the obligation for its recorded amount or incurs again or 1oss.

() Impairment of long-lived assets, non-amortizing intangible assets and equity method investments:

Long-lived assets, such as property, plant and equipment, transmission system rights and other intangible assets subject
to depreciation and amortization, are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset to estimated undiscounted future cash flows expected to be generated by the
asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge is recognized in the
amount by which the carrying amount of the asset exceeds its fair value.

Investments in and the operating results of 50%-or-less owned entities not required to be consolidated are included in the
consolidated financial statements on the basis of the equity method of accounting. We review our investmentsin such
unconsolidated entities for impairment whenever events or changes in business circumstances indicate that the carrying
amount of the investments may not be fully recoverable. Evidence of alossin value that is other than temporary might
include the absence of an ability to recover the carrying amount of the investment, the inability of the investee to sustain an
earnings capacity which would justify the carrying amount of the investment, failure of cash flow coverage ratio tests
included in project-level, non-recourse debt or, where applicable, estimated sal es proceeds which are insufficient to recover
the carrying amount of the investment. Our assessment as to whether any decline in value is other than temporary is based on
our ability and intent to hold the investment and whether evidence indicating the carrying value of the investment is
recoverable within a reasonable period of time outweighs evidence to the contrary. We generally consider our investmentsin
our equity method investees to be strategic long-term investments. Therefore, we complete our assessments with along-term
view. If the fair value of the investment is determined to be less than the carrying value and the declinein value is considered
to be other than temporary, an appropriate write-down is recorded based on the excess of the carrying value over the best
estimate of fair value of the investment.

(m) Distributions from equity method investments:

We make investments in entities that own independent power producing assets with the objective of generating accretive
cash flow that is available to be distributed to our shareholders. The cash flows that are distributed to us from these
unconsolidated affiliates are directly related to the operations of the affiliates power producing assets and are classified as
cash flows from operating activities in the consolidated statements of cash flows.

We record the return of our investments in equity investees as cash flows from investing activities. Cash flows from
equity investees are considered areturn of capital when distributions are generated
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)

2. Summary of significant accounting policies (Continued)

from proceeds of either the sale of our investment in its entirety or a sale by the investee of all or a portion of its capital
assets.

(n) Goodwill:

Goodwill isthe residual amount that results when the purchase price of an acquired business exceeds the sum of the
amounts allocated to the assets acquired, less liabilities assumed, based on their fair values. Goodwill is allocated, as of the
date of the business combination, to our reporting units that are expected to benefit from the synergies of the business
combination.

Goodwill is not amortized and istested for impairment, annually in the fourth quarter, or more frequently if events or
changes in circumstances indicate that the asset might be impaired. The impairment test is carried out in two steps. In the first
step, the carrying amount of the reporting unit is compared with its fair value. When the fair value of areporting unit exceeds
its carrying amount, goodwill of the reporting unit is considered not to be impaired and the second step of the impairment test
is unnecessary.

The second step is carried out when the carrying amount of areporting unit exceedsits fair value, in which case, the
implied fair value of the reporting unit's goodwill is compared with its carrying amount to measure the amount of the
impairment loss, if any. Theimplied fair value of goodwill is determined in the same manner as the value of goodwill is
determined in a business combination described in the preceding paragraph, using the fair value of the reporting unit asif it
were the purchase price. When the carrying amount of reporting unit goodwill exceeds the implied fair value of the goodwill,
an impairment lossis recognized in an amount equal to the excess and is recorded in the consolidated statements of
operations.

Goodwill at December 31, 2009 and 2008 relates to the Path 15 segment.
(o) Other intangible assets:

Other intangible assets include PPAs and fuel supply agreements at our projects.

Power purchase agreements are valued at the time of acquisition based on the prices received under the PPAs compared
to projected market prices. The balances are presented net of accumulated amortization in the consolidated balance sheets.
Amortization is recorded on a straight-line basis over the remaining term of the PPA. The weighted average period of

remaining amortization is 4 years.

Fuel supply agreements are valued at the time of acquisition based on the prices projected to be paid under the fuel
supply agreement relative to projected market prices. The weighted average period of remaining amortization is 3 years.

(p) Income taxes:

Income tax expense includes the current tax obligation or benefit and change in deferred income tax asset or liability for
the period. We use the asset and liability method of accounting for deferred income taxes and provide deferred income taxes
for all significant temporary differences. Income tax benefits associated with uncertain tax positions are recognized when we
determine that it is more-likely-than-not that the tax position will be ultimately sustained. Refer to Note 14, for more
information.
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)
2. Summary of significant accounting policies (Continued)
(q) Foreign currency trandation:

Our functional currency and reporting currency isthe United States dollar. The functional currency of our subsidiaries
and other investments is the United States dollar. Monetary assets and liabilities denominated in Canadian dollars are
translated into United States dollars using the rate of exchange in effect at the end of the year. All transactions denominated in
Canadian dollars are trandated into United States dollars at average exchange rates.

(r) Long-term incentive plan:

The officers and other employees of Atlantic Power are eligible to participate in the Long-Term Incentive Plan ("LTIP")
that was implemented in 2007 and continued in effect until the end of 2009. On an annua basis, the Board of Directors of
Atlantic Power establishes awards that are based on the cash flow performance of Atlantic Power in the most recently
completed year, each participant's base salary and the market price of the shares at the award date. Awards are granted in the
form of notional units that have similar economic characteristics to our common shares. Notional units vest ratably over a
three-year period and are redeemed in a combination of cash and shares upon vesting.

Unvested notional awards are entitled to receive dividends equal to the dividends per common share during the vesting
period in the form of additional notional units. Unvested awards are subject to forfeiture if the participant is not an employee
at the vesting date or if we do not meet certain ongoing cash flow performance targets.

Compensation expense related to awards granted to participantsin the LTIP isrecorded over the vesting period based on
the estimated fair value of the award at each balance sheet date. Fair value of the awards is determined by projecting the total
number of notional units that will vest in future periods, including dividends received on notional units during the vesting
period, and applying the current market price per share to the projected number of notional units that will vest. Forfeitures are
recorded as they occur and are not included in the estimated fair value of the awards. The aggregate number of shareswhich
may be issued from treasury under the LTIPislimited to one million. All awards are accounted for as liability awards.

In early 2010, the Board of Directors approved an amendment to the LTIP. The amended LTIP will be effective for
grants beginning with the 2010 performance year. Under the amended L TIP, the notional units granted to plan participants
will have the same characteristics as notional units under the old LTIP. However, the number of notional units granted will be
based, in part, on the total shareholder return of Atlantic Power compared to a group of peer companiesin Canada. In
addition, vesting of the notional units for officers of Atlantic Power will occur on a 3-year cliff basis as opposed to ratable
vesting over three years for grants made prior to the amendments.

(s) Deferred financing costs:

Deferred financing costs represent costs to obtain long-term financing and are amortized using the effective interest
method over the term of the related debt which range from five to 28 years. The net carrying amount of deferred financing
costs recorded in other assets on the consolidated balance sheets was $5.5 million and $11.7 million at December 31, 2009
and 2008, respectively. Amortization expense for the years ended December 31, 2009, 2008 and 2007 was $14.6 million,
$1.1, and $0.6 million, respectively.
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)
2. Summary of significant accounting policies (Continued)
(t) Concentration of credit risk:

The financia instruments that potentially expose us to credit risk consist primarily of cash, restricted cash, derivatives
and accounts receivable. Cash and restricted cash are held by major financial institutions that are also counterparties to our
derivative contracts. We have long-term agreements to sell electricity, gas and steam to public utilities and corporations. We
have exposure to trends within the energy industry, including declines in the creditworthiness of our customers. We do not
normally require collateral or other security to support energy-related accounts receivable. We do not believe thereis
significant credit risk associated with accounts receivable due to payment history. See Note 18, Segment and related
information, for afurther discussion of customer concentrations.

(u) Segments:

We have six reportable segments: Path 15, Auburndale, Lake, Pasco, Chambers and Other Project Assets. Each of our
projectsis an operating segment. Based on similar economic and other characteristics, we aggregated several of the projects
into the Other Project Assets reportable segment.

(v) Recently issued accounting standards:

In June 2009, the FASB approved the "FASB Accounting Standards Codification” ("Codification™) as the single source
of authoritative, nongovernmental, U.S. Generally Accepted Accounting Principles ("GAAP") as of July 1, 2009. The
Cadification does not change current U.S. GAAP or how we account for our transactions or nature of related disclosures
made; instead it isintended to ssimplify user access to all authoritative literature related to a particular topic in one place. All
existing accounting standard documents will be superseded, and all other accounting literature not included in the
Cadification will be considered non-authoritative. The Codification is effective for interim and annual periods ending after
September 15, 2009. The Codification became effective for Atlantic Power beginning the quarter ending September 30, 2009
and did not have an impact in our balance sheet or results of operations for the year ended December 31, 2009.

In 2009, the FASB amended the consolidation guidance applied to VIEs. This standard replaces the quantitative
approach previously required to determine which entity has a controlling financial interest in aVIE with a qualitative
approach. Under the new approach, the primary beneficiary of a VIE is the entity that has both (a) the power to direct the
activities of the VIE that most significantly impact the entity's economic performance, and (b) the obligation to absorb losses
of the entity, or the right to receive benefits from the entity, that could be significant to the VIE. This standard also requires
ongoing reassessments of whether an entity is the primary beneficiary of aVIE and enhanced disclosures about an entity's
involvement in VIEs. The standard is effective for fiscal years beginning after November 15, 2009. We do not expect this
standard to have a material effect upon our financial statements.

In 2010, the FASB amended the Fair VValue Measurements and Disclosures Topic of the FASB Accounting Standards
Cadification to require additional disclosures about 1) transfers of Level 1 and Level 2 fair value measurements, including the
reason for transfers, 2) purchases, sales, issuances and settlementsin the roll forward of activity in Level 3 fair value
measurements, 3) additional disaggregation to include fair value measurement disclosures for each class of assets and
liabilities and 4) disclosure of inputs and valuation techniques used to measure fair value for both recurring and nonrecurring
fair value measurements. The amendment is effective for fiscal years beginning after December 15, 2009, except for the
disclosures about purchases, sales, issuances and settlements in the roll forward of activity in Level 3 fair value
measurements, which is effective for fiscal years beginning
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)

2. Summary of significant accounting policies (Continued)

after December 15, 2010. We do not expect this standard to have a material effect upon our financial statements.

We adopted the FASB's revised standard for business combinations on January 1, 2009. The provisions of the standard
are applied prospectively to business combinations for which the acquisition date occurs after January 1, 2009. The statement
requires an acquirer to recognize and measure in its financial statements the identifiable assets acquired, the liabilities
assumed, and any noncontrolling interest in the acquiree at fair value at the acquisition date. It also recognizes and measures
the goodwill acquired or a gain from a bargain purchase in the business combination and determines what information to
disclose to enable users of an entity's financial statements to evaluate the nature and financial effects of the business
combination. In addition, transaction costs are required to be expensed as incurred. This standard was further amended and
clarified with regards to application issues on initial recognition and measurement, subseguent measurement and accounting,
and disclosure of assets and liabilities arising from contingencies in a business combination. Our adoption of the standard did
not have an impact on the results of operations, financial position, or cash flows.

In May 2009, the FASB issued a standard that incorporates the accounting and disclosure requirements related to
subsequent events found in auditing standardsinto U.S. GAAP, effectively making management directly responsible for
subsequent events accounting and disclosures. The standard also requires disclosure of the date through which subsequent
events have been evaluated. The standard is effective for interim and annual reporting periods ending after June 15, 2009, and
shall be applied prospectively. Our adoption of the standard did not have an impact on the results of operations, financial
position, or cash flows.

In 2008, the FASB amended the disclosure requirements to improve financial reporting about derivatives and hedging
activities. This standard became effective on January 1, 2009. We have adopted this standard as of January 1, 2009 and have
adjusted our current disclosures accordingly.

In September 2006, the FASB issued a standard which provides enhanced guidance for using fair value measurementsin
financial reporting. While the standard does not expand the use of fair value in any new circumstance, it has applicability to
several current accounting standards that require or permit entities to measure assets and liabilities at fair value. The standard
defines fair value, establishes aframework for measuring fair value in GAAP and expands disclosures about fair value
measurements. The impact of our adoption of this standard on January 1, 2008 resulted in a $25.2 million decrease to retained
deficit.

In July 2006, the FASB issued an interpretation that requires a new evaluation process for all tax positions taken,
recognizing tax benefits when it is more-likely-than-not that atax position will be sustained upon examination by the
authorities. The benefit from a position that has surpassed the more-likely-than-not threshold is the largest amount of benefit
that is more than 50% likely to be realized upon settlement. Differences between the amounts recognized in the statement of
financial position prior to the adoption of the interpretation and the amounts reported after adoption are to be accounted for as
an adjustment to the beginning balance of retained earnings. Our adoption of the standard on January 1, 2007 did not have an
impact on the results of operations, financial position, or cash flows.
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)
3. Acquisitions and divestments
(a) Stockton sale

On November 30, 2009, we sold our 50% interest in the assets of Stockton Cogen Company LP for a nominal cash
payment. Stockton is a55 MW coal/biomass cogeneration facility located in Stockton, California. During the year ended
December 31, 2009, we recorded aloss on the sale of $2.0 million. The loss on sale was recorded in gain (loss) on sales of
equity investments in the in the accompanying consolidated statements operations.

(b) Mid-Georgiasale

On November 24, 2009, we sold our 50% interest in the assets of Mid-Georgia Cogen LP for $29.1 million.
Mid-Georgiaisa 308 MW dual-fueled, combined-cycle, cogeneration plant located in Kathleen, Georgia. We recorded again
on sale of asset of $15.8 million. The gain on sale was recorded in gain (l0ss) on sales of equity investmentsin thein the
accompanying consolidated statements of operations.

(c) Pasco Acquisition

In December 2007, we acquired substantially all of the remaining 50.1% interest in the Pasco Project from our existing
partners. During 2008, we finalized the allocation of purchase price to the net assets acquired with no significant changes
from the preliminary allocation in the following table:

Working capital $ 4,466
Other long-term assets 20,518
Total purchase price 24,984
Less cash acquired (1,771)
Cash paid, net of cash acquired $ 23213
(d) Rollcast

On March 31, 2009, we acquired a 40% equity interest in Rollcast Energy, Inc., a North Carolina Corporation. Rollcast
isadeveloper of biomass power plantsin the southeastern U.S. with five, 50 MW projects in various stages of devel opment.
Theinvestment in Rollcast gives us the option but not the obligation to invest equity in Rollcast's biomass power plants. Two
of the development projects have secured 20-year power purchase agreements with terms that allow for fuel cost pass-through
to the utility customer. Total cash paid for the investment was $3.0 million and is accounted for under the equity method of
accounting.

In March 2010, we agreed to invest an additional $2.0 million to increase our ownership interest in Rollcast to 60%.
Under the terms of the agreement, $1.2 million of the investment was made in March 2010 and the remaining $0.8 million
will be payable if Rollcast achieves certain milestones on its first biomass devel opment project. As aresult of this additional
investment, we will begin to consolidate our investment in Rollcast beginning in the first quarter of 2010. See Note 21 for
additional information.

(e) Onondaga Renewables

In the first quarter of 2009, we transferred our remaining net assets of Onondaga Cogeneration Limited Partnership at
net book value, into a 50% owned joint venture, Onondaga Renewables, LLC,
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)

3. Acquisitions and divestments (Continued)

which is redevel oping the Project into a 35-40 MW biomass power plant. Our investment in Onondaga Renewablesis
accounted for under the equity method of accounting.

(f) Rumford impairment

During the three months ended September 30, 2009, we reviewed the recoverability of our 23.5% equity investment in
the Rumford project. The review was undertaken as aresult of not receiving distributions from the Project through the first
nine months of 2009 and our view about the long-term economic viability of the plant upon expiration of the Project's PPA on
December 31, 2009.

Based on this review, we determined that the carrying value of the Rumford project was impaired and recorded a pre-tax
long-lived asset impairment of $5.5 million during 2009. The Rumford project is accounted for under the equity method of
accounting and the impairment charge isincluded in equity in earnings of unconsolidated affiliates in the consolidated
statements of operations.

In the fourth quarter of 2009, Atlantic Power and the other limited partners in the Rumford Project settled a dispute with
the general partner related to the general partner's failure to pay distributions to the limited partnersin 2009. Under the terms
of the settlement, we received $2.9 million in distributions from Rumford in the fourth quarter of 2009. In addition, the
genera partner has agreed to purchase the interests of all the limited partnersin 2010. However, the general partner is
relieved of this obligation if certain conditions are met before June 30, 2010. If the general partner does purchase the limited
partners interests, our share of the proceeds will be approximately $2.5 million. The carrying value of our investment in
Rumford as of December 31, 2009 is $0.8 million.

(9) Auburndale acquisition

On November 21, 2008, we acquired 100% of Auburndale Power Partners, L.P., which owns and operates a 155 MW
natural gas-fired combined cycle cogeneration facility located in Polk County, Florida. The purchase price was funded by
cash on hand, a borrowing under our credit facility and $35 million of acquisition debt. The cash payment for the acquisition,
including acquisition costs, has been allocated to the net assets acquired based on our preliminary estimate of the fair value.

Total cash paid for the acquisition, less cash acquired, during 2008 was $141.7 million. In 2009, we received aworking
capital adjustment from the sellers in the amount of $1.8 million, resulting in final purchase price of $139.9 million.

The alocation of the purchase price to the net assets acquired is as follows:

Working capital $ 11,589
Property, plant and equipment 56,301
Power purchase agreements 45,980
Fuel supply agreements 33,846
Other long-term assets 663
Total purchase price 148,379
L ess cash acquired (8.471)
Cash paid, net of cash acquired $ 139,908
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3. Acquisitions and divestments (Continued)

(h) Jamaica Private Power Company Ltd. Divestment

In 2007, we sold our equity investment in the Jamaica Project for $6.2 million. The carrying value of the equity
investment exceeded the sales price and, accordingly, aloss of $5.1 million was recorded in gain (loss) on sales of equity
investments in the consolidated statement of operations for the year ended December 31, 2007.

4. Equity method investments

The following table summarizes our equity method investments:

Carrying value as

Per centage of December 31,
Owner ship as of

December 31,
Entity name 2009 2009 2008
Badger Creek Limited 50.0% $ 9949 % 11,677
Chambers Cogen, LP 40.0% 129,501 124,032
Delta-Person, LP 40.0% — 644
Gregory Power Partners, LP 17.1% 2,931 3,381
Koma Kulshan Associates 49.8% 7,003 6,736
Mid-Georgia Cogen, LP 0.0% — 15,340
Onondaga Renewables, LLC 50.0% 1,757 —
Orlando Cogen, LP 50.0% 36,387 45,910
Rollcast Energy, Inc 40.0% 2,801 —
Rumford Cogeneration, LP 26.2% 845 5,649
Selkirk Cogen Partners, LP 18.5% 57,030 60,307
Topsham Hydro Assets 50.0% 10,825 11,151
Other — 201 2,948
Total $ 259,230 $ 287,775
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4. Equity method investments (Continued)

Equity in earnings of unconsolidated affiliates was as follows:

Year Ended December 31,

Entity name 2009 2008 2007
Badger Creek Limited $ 1948 $ 2477 % 2,619
Chambers Cogen, LP 6,599 16,250 16,601
Delta-Person LP (644) (1,076) (1,111)
Gregory Power Partners, LP 1,791 4,621 3,886
Koma Kulshan Associates 458 580 827
Mid-Georgia Cogen, LP (2,686) (2,068) (1,051)
Onondaga Renewables, LLC (600) — —
Orlando Cogen Limited LP 3,152 2,920 2,410
Rollcast Energy, Inc (267) — —
Rumford Cogeneration LP (1,904) 2,922 3,081
Selkirk Cogen Partners, LP (280) (6,958) 8,696
Topsham Hydro Assets 1,506 2,064 1,321
Other (559) (19,837) 7,089
Total 8,514 1,895 44,368
Distributions from equity method investments (27,884) (41,031) (46,653)
Equity in earnings (loss) of unconsolidated affiliates, net of

distributions $ (19,370) $ (39,136) $ (2,285)
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NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)

4. Equity method investments (Continued)

The following summarizes the balance sheets at December 31, 2009, 2008 and 2007, and operating results for each of

the yearsin the three-year period ended December 31, 2009, for our equity method investments:

Assets

Current assets
Chambers
Mid-Georgia
Orlando
Other

Non-current assets
Chambers
Mid-Georgia
Orlando
Other

Liabilities

Current liabilities
Chambers
Mid-Georgia
Orlando
Other

Non-current liabilities
Chambers
Mid-Georgia
Orlando
Other

Operating results

Revenue
Chambers
Mid-Georgia
Orlando
Other

Project expenses
Chambers
Mid-Georgia
Orlando
Other

Project other income (expense)
Chambers
Mid-Georgia
Orlando
Other

Project income (l0ss)
Chambers
Mid-Georgia
Orlando
Other
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2009

2008

2007

10356 $ 14418 $ 12,696
— 13,967 13,950
6,725 9,366 8,370
25,198 29,152 34,217
259,989 266,686 272,815
— 53,706 56,414
34,975 40,026 45,382
134,908 158,143 203,611
472151 $ 585464 $ 647,455
16898 $ 16692 $ 12,354
— 3,938 11,487
5,313 3,482 7,362
21,112 22,675 24,637
123,946 140,381 153,574
— 48,394 41,469
45,852 62,127 94,881
213121 $ 297,680 $ 345,764
50,745 $ 68893 $ 66,629
6,521 14,992 19,000
41,911 34,372 37,392
112,242 177,143 187,936
40,540 44,264 41,652
6,519 13,509 16,147
38,694 31,819 34,662
99,483 158,587 155,810
(3,606) (8,379) (8,376)
13,137 (3,551) (3,904)
(65) 367 (319)
(13,355) (33,763) (10,834)
6599 $ 16250 $ 16,601
13,139 (2,068) (1,051)
3,152 2,920 2,411
(596) (15,207) 21,292




NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)

5. Property, plant and equipment

Depreciable
2009 2008 Lives

Land $ 2081 $ 1,577
Office equipment, machinery and other 6,331 5383 3-10Years
L easehold improvements 2,411 2411 7-15Yeas
Plant in service 257,566 258,291 1-30VYears

268,389 267,662
Less accumulated depreciation (74,567) (63,491)

$ 193822 $ 204,171

Depreciation expense of $11,126, $6,907 and $6,588 was recorded for the years ended December 31, 2009, 2008, and
2007 respectively.

6. Other intangible assets and transmission system rights

Other intangible assets include power purchase agreements that are not separately recorded as financial instruments and
fuedl supply agreements. Transmission system rights represent the long-term right to approximately 72% of the regulated
revenues of the Path 15 transmission line.

The following tables summarize the components of our intangible assets subject to amortization for the years ended
December 31, 2009 and 2008:

Transmission Power Purchase Fuel supply
System rights Agreements Agreements Total
Gross balances, December 31, 2009 $ 231,669 $ 73880 $ 43258 $ 348,807
Less: accumulated amortization (35,685) (26,608) (18,760) (81,053)
Net carrying amount, December 31,
2009 $ 195984 % 472712 $ 24498 $ 267,754
Transmission Power Purchase Fuel supply
System rights Agreements Agreements Total
Gross balances, January 1, 2008 $ 231669 $ 27900 $ 9411 $ 268,980
Acquisition of businesses during 2008 — 45,980 33,847 79,827
Adjusted gross amount at
December 31, 2008 231,669 73,880 43,258 348,807
Less: accumulated amortization (27,836) (14,202) (9,292) (51,330)
Net carrying amount, December 31,
2008 $ 203833 $ 59,678 $ 33966 $ 297,477

The following table presents amortization of intangible assets for the years ended December 31, 2009, 2008 and 2007:

2009 2008 2007
Transmission system rights $ 7849 $ 7506 $ 7,506
Power purchase agreements 12,406 4,206 3,207
Fuel supply agreements 9,468 2,940 2,039
Total amortization $ 29723 $ 14652 $ 12,752
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6. Other intangible assets and transmission system rights (Continued)

The following table presents estimated future amortization related to our transmission system rights, purchase power
agreements and fuel supply agreements:

Transmission Power Purchase Fuel supply
Year Ended December 31, System rights Agreements Agreements Total
2010 $ 7849 $ 12,405 $ 8449 $ 28,703
2011 7,849 12,405 8,449 28,703
2012 7,849 12,405 7,600 27,854
2013 7,849 10,056 — 17,905
2014 7,849 — — 7,849

7. Gastransportation contract liability

Prior to June 2007, Onondaga had certain long-term commitments for the provision of natural gas transportation service
to the Onondaga Project through the year 2013. The contracts provided for fixed monthly demand charges, in addition to
variable commodity charges based on the quantity of gas transported. Obligations related to the long-term gas transportation
agreements were recognized as liabilities in purchase accounting upon the acquisition of Onondagain 2004. These
obligations were previously being amortized over the remaining lives of the contracts. In 2007, Onondaga paid $9.8 million
to an unrelated third party in exchange for the assumption by the third party of the obligations under the long-term gas
transportation agreements. The carrying value of the transportation contract liability at the date of the transaction exceeded
the amount paid by Onondaga to extinguish the liahility, resulting in a gain of approximately $10 million in 2007. The gain
was recorded in other project income in the consolidated statement of operations.

8. Credit facility

We maintain a credit facility with a capacity of $100 million, $50 million of which may be utilized for letters of credit.
The credit facility maturesin August 2012.

In November 2008, we borrowed $55 million under the credit facility and used the proceeds to partially fund the
acquisition of Auburndale. We executed an interest rate swap to fix the interest rate at 2.4% through November 2011 for
$40 million of the balance outstanding under this borrowing. During 2009, the outstanding borrowings under the credit
facility were repaid with cash on hand and the interest rate swap was terminated. The remaining amount in accumulated other
comprehensive income for this swap was recorded as interest expense in the consolidated statement of operations.

Outstanding amounts under the credit facility bear interest at the London Interbank Offered Rate ("LIBOR") plus an
applicable margin between 1.50% and 3.25% that varies based on certain credit statistics of a subsidiary of Atlantic Power.
As of December 31, 2009, the applicable margin was 1.50% (0.875% in 2008). In connection with the common share
conversion, we made amendments to the credit facility. The purpose of these amendments was to facilitate the common share
conversion. Under the terms of the amendment, we paid a fee of $0.3 million and amended the pricing table that determines
the applicable margin.

As of December 31, 2009, $43.9 million of the credit facility capacity was allocated, but not drawn, to support letters of
credit for contractual credit support at seven of our projects.

We must meet certain financial covenants under the terms of the credit facility, which are generally based on our cash
flow coverage ratio and indebtedness ratios. The most restrictive of these covenants could restrict the payment of dividends
and interest on our common shares and convertible debentures.
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8. Credit facility (Continued)
Thefacility is secured by pledges of assets and interests in certain subsidiaries. We expect to remain in compliance with the
covenants of the credit facility for at |east the next 12 months.
9. Long-term debt

Long-term debt represents our consolidated share of project long-term debt and the unamortized balance of purchase
accounting adjustments that were recorded in connection with the Path 15 acquisition in order to adjust the debt to its fair
value on the acquisition date. Project debt is non-recourse to Atlantic Power and generally amortizes during the term of the
respective revenue generating contracts of the projects.

2009 2008

Project debt, interest rates ranging from 5.1% to 9.0% maturing through 2028 $ 230,331 $ 242,349
Plus: purchase accounting fair value adjustments 12,030 12,756
Less: current portion of long-term debt (18,280) (12,008)
Long-term debt $ 224081 $ 243,097
Principal payments due in the next five years and thereafter are as follows:
2010 $ 18,280
2011 19,287
2012 17,167
2013 17,302
2014 13,065
Thereafter 145,230

$ 230,331

All of the debt in the table above is represented by non-recourse debt of the projects. Project-level debt is secured by the
respective project and its contracts with no other recourse to us. The loans have certain financial covenants that must be met.
At December 31, 2009, all of our Projects were in compliance with the covenants contained in project-level debt, but our
Chambers, Selkirk and Delta-Person projects had not achieved the levels of debt service coverage ratios required by the
project-level debt arrangements as a condition to making distributions and were therefore restricted from making distributions
to us.

The required coverage ratio at Chambers is based on a four-quarter rolling average coverage calculation. In addition, the
coverage ratio requirement at Epsilon Power Partnersis based, in part, on the coverage ratio calculation at Chambers. The
primary reason for the Chambers project not meeting the minimum coverage test is a planned outage in the second quarter of
2009 which resulted in very low cash flows for the project in that quarter.

The required coverage ratio at Selkirk is calculated based on both historical cash project cash flows for the previous six
months, as well as projected project cash flows for the next six months. Increased natural gas costs attributable to a
contractual priceincrease at Selkirk are the primary contributor to the project not currently meeting its minimum coverage
ratio.

The required coverage ratio at Delta-Person is based on the most recent four-quarter period. In 2009, Delta person
incurred higher than anticipated operations and maintenance costs due to an
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9. Long-term debt (Continued)

unanticipated repair. The higher operations and maintenance costs caused Delta Person to fail its debt service coverageratio
and restrict cash distributions for four quarters.

As at December 31, 2009, the amount of restricted net assets of our unconsolidated subsidiaries that may not be
distributed to usin the form of adividend is approximately $187 million and the amount of undistributed earnings of
unconsolidated subsidiaries was approximately $91 million.

10. Subordinated notes

On November 27, 2009 our shareholders approved a conversion from the IPS Structure to a traditional common share
structure. Each IPS has been exchanged for one new common share of Atlantic Power and each old common share that did
not form part of an IPS was exchanged for approximately 0.44 of a new common share. This transaction resulted in the
extinguishment of Cdn$347.8 principal value of subordinated notes.

A loss on the common share conversion in the amount of $13.1 million was recorded in interest expense within
administrative and other expenses and was comprised of the write off of unamortized deferred financing costs of $7.5 million,
the costs associated with the common share conversion of $4.7 million and the write off of the unamortized subordinated note
premium of $0.9 million.

On December 17, 2009, the Company exercised its subordinated note call option to redeem the remaining Cdn$40,677
principal value of Subordinated Notes at 105% of the principal amount. A loss on the redemption of the subordinated notesin
the amount of $3.1 million was recorded in interest expense within administrative and other expenses and was comprised of
the write off of unamortized deferred financing costs of $1.2 million and the 5% premium paid in the amount of $1.9 million.

The subordinated notes were due to mature in November 2016 subject to redemption under specified conditions at the
option of Atlantic Power, commencing on or after November 18, 2009 (Note 13). Interest was payable monthly in arrears at
an annual rate of 11% and the principal repayment was to occur at maturity.

The subordinated notes were denominated in Canadian dollars and were secured by a subordinated pledge of our interest
in certain subsidiaries, and contained certain restrictive covenants. Cdn$39.5 million principal value of the subordinated notes
were separately held by two investors and the remaining amount of the outstanding subordinated notes formed a part of our
publicly traded I PSs.

Interest expense related to the subordinated notes was $36.4 million and $40.2 million for the years ended December 31,
2009 and 2008, respectively.

11. Convertible debentures

In 2006 we issued, in a public offering, Cdn$60 million ($57.1 million at December 31, 2009) aggregate principal
amount of 6.25% convertible secured debentures (the 2006 Debentures") for gross proceeds of $52.8 million. The 2006
Debentures pay interest semi-annually on April 30 and October 31 of each year. The 2006 Debentures had an initial maturity
date of October 31, 2011 and are convertible into approximately 80.6452 common shares per Cdn$1,000 principal amount of
2006 Debentures, at any time, at the option of the holder, representing a conversion price of Cdn$12.40 per common share.

In connection with the common share conversion on November 27, 2009, the holders of the 2006 Debentures approved
an amendment to increase the annual interest rate from 6.25% to 6.50% and separately, an extension of the maturity date from
October 2011 to October 2014.
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11. Convertible debentures (Continued)

On December 17, 2009, we issued, in a public offering, Cdn$75 million ($68.1 million at December 31, 2009, net of
deferred financing costs) aggregate principa amount of 6.25% convertible unsecured debentures (the "2009 Debentures') for
gross proceeds of $71.4 million. The 2009 Debentures pay interest semi-annually on March 15 and September 15 of each
year beginning on September 15, 2010. The 2009 Debentures mature on March 15, 2017 and are convertible into
approximately 76.9231 common shares per Cdn$1,000 principal amount of 2009 Debentures, at any time, at the option of the
holder, representing a conversion price of Cdn$13.00 per common share.

On December 24, 2009, the underwriters exercised their over-allotment option in full to purchase an additional
Cdn$11.3 million ($10.3 million at December 31, 2009, net of deferred financing costs) aggregate principal amount of the
2009 Debentures for gross proceeds of $10.7 million.

Aggregate interest expense related to the 2006 Debentures and 2009 Debentures was $3.5 million, $3.5 million and
$3.5 million for the years ended December 31, 2009, 2008 and 2007, respectively.

12. Fair value of financial instruments

The estimated carrying values and fair values of our recorded financial instruments related to operations are as follows:

2009 2008
Carrying Carrying
Amount Fair Value Amount Fair Value
Cash and cash equivalents $ 49850 $ 49850 $ 37,327 % 37,327
Restricted cash 14,859 14,859 15,434 15,434
Derivative assets current 5,619 5,619 — —
Derivative assets non-current 14,289 14,289 224 224
Derivative liabilities current 6,512 6,512 6,206 6,206
Derivative liabilities non-current 5,513 5,513 14,211 14,211
Long-term debt, including current portion 242,361 259,633 255,105 333,738
Convertible debentures 139,153 141,251 49,261 46,675
Subordinated Notes — — 319,984 264,739

Our financial instruments that are recorded at fair value have been classified into levels using afair value hierarchy.
Thethreelevels of the fair value hierarchy are defined below:

Level 1—Unadjusted quoted prices available in active markets for identical assets or liabilities as of the reporting
date. Financial assets utilizing Level 1 inputs include active exchange-traded securities.

Level 2—Quoted prices available in active markets for similar assets or liabilities, quoted prices for identical or
similar assets or liabilities in inactive markets, inputs other than quoted prices that are directly observable, and
inputs derived principally from market data.

Level 3—Unobservable inputs from objective sources. These inputs may be based on entity-specific inputs. Level 3
inputs include al inputs that do not meet the requirements of Level 1 or Level 2.

The following represents the fair value hierarchy of our financial assets and liabilities that were recognized at fair value
as of December 31, 2009 and December 31, 2008. Financial assets and
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12. Fair value of financial instruments (Continued)

liahilities are classified based on the lowest level of input that is significant to the fair value measurement.

December 31, 2009

Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $ 49850 $ —  $ — $ 49,850
Restricted cash 14,859 — — 14,859
Derivative asset — 19,908 — 19,908
Total $ 64709 $ 19908 $ — $ 84617
Liabilities:
Derivative liabilities $ — $ 12025 $ — $ 12025
Total $ — $ 12025 % — $ 12,025
December 31, 2008
Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $ 37327 % — % —  $ 37,327
Restricted cash 15,434 — — 15,434
Derivative assets 224 — 224
Total $ 52761 $ 224 3 — $ 52985
Liabilities:
Derivative liabilities $ — $ 20417 $ — $ 20417
Total $ — $ 20417 % — $ 20417

Thefair value of our derivative instruments are based on price quotes from brokers in active markets who regularly
facilitate those transactions and we believe such price quotes are executable. We apply a credit reserve to reflect credit risk
which is calculated based on our credit rating or the credit rating of our counterparties. To the extent that our net exposure
under a specific master agreement is an asset, we use the counterparty's commercial credit rating. If the exposure under a
specific master agreement is aliability, we use our estimate of our own corporate credit rating. The credit reserve is added to
the discounted fair value to reflect the exit price that a market participant would be willing to receive to assume our liabilities
or that a market participant would be willing to pay for our assets. As of December 31, 2009, the credit reserveresulted in a
$0.1 million increase in fair value which is comprised of a $0.1 million gain in OCI and a $0.3 million gain in changein fair
value of derivative instruments and a $0.3 million loss in foreign exchange loss (gain).

The carrying amounts for cash and cash equivalents and restricted cash approximate fair value due to their short-term
nature. The fair-value of long-term debt, subordinated notes and convertible debentures were determined using quoted market
prices, as well as discounting the remaining contractual cash flows using arate at which we could issue debt with asimilar
maturity as of the balance sheet date.
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12. Fair value of financial instruments (Continued)

As of December 31, 2007, approximately $26 million of our cash and cash equivalents were invested in auction-rate
securities ("ARSs"). ARSs typically have an underlying maturity of up to 40 years but have historically traded in seven or
28 day intervalsin ahighly liquid market. The ARSs that were held at December 31, 2007 were redeemed at auctions held in
January 2008 and the proceeds were re-invested in ARSs.

In early 2008, the overall market for ARSs suffered a significant decline in liquidity and most of the auctions of ARSs
were unsuccessful, resulting in our continuing to hold these securities and the issuers paying interest at the maximum
contractua rate. In September and November 2008, all of our investmentsin ARS were sold at par plus accrued interest for
$36.5 million.

Purchases and sales of ARSs are presented gross in the consolidated statements of cash flows because they are classified
as available-for-sale securities.

13. Accounting for derivative instruments and hedging activities
Fair value of derivative instruments

We have elected to disclose derivative assets and liabilities on atrade by trade basis and do not offset amounts at the
counterparty master agreement level. The following table summarizes the fair value within the derivative assets and liabilities
on our consolidated balance sheets:

Derivative Derivative
Assets Liabilities
Derivatives designated as cash flow hedges:
Interest rate swap contract current $ — 3 726
Interest rate swap contract long-term — 167
Total derivatives designated as cash flow hedges — 893
Derivatives not designated as cash flow hedges:
Interest rate swap contract current — 1,705
Interest rate swap contract long-term — 1,707
Foreign currency forward contracts current 5,619 —
Foreign currency forward contracts long-term 14,289 —
Natural gas swap contracts current 95 4,174
Natural gas swap contracts long-term 14 3,655
Total derivatives not designated as cash flow hedges 20,017 11,241
Total derivatives $ 20017 $ 12,134

Impact of derivative instruments on the consolidated income statements

Realized and unrealized gains and losses on derivative contracts designated as cash flow hedges have been recognized in
the consolidated statements of operations as follows: interest rate swaps have been recognized as a component of other
comprehensive income (unrealized) and interest expense (realized); and forward physical purchases on natural gas swap
contracts have been recognized as a component of fuel expense.
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13. Accounting for derivative instrumentsand hedging activities (Continued)

Unrealized losses for interest rate swaps recognized as a component of other comprehensive income totaled $0.6 million
and settlement losses of $1.3 million were recognized in interest expense, net for the year ended December 31, 2009.

Other comprehensive loss recorded for natural gas swap contracts accounted for as cash flow hedges totaled
$5.1 million, net of tax prior to de-designation on July 1, 2009. Amortization of the loss of $7.2 million isrecorded as a
component of change in fair value of derivative instruments as of December 31, 20009.

The following table summarizes the amount of gain (loss) recognized in income for derivatives not designated as cash
flow hedges:

L ocation of gain (loss) Year ended

recognized in income December 31, 2009
Natural gas swaps Fuel $ 10,089
Foreign currency forwards Foreign exchange loss (gain) (3,864)
Interest rate swaps Interest, net 1,446

Unrealized gains and losses associated with changes in the fair value of derivative instruments not designated as cash
flow hedges and ineffectiveness of derivatives designated as cash flow hedges are reflected in current period earnings. The
following table summarizes the pre-tax changes in the fair value of derivative financia instruments that are not designated as
cash flow hedges.

2009 2008 2007
Change in fair value of derivative instruments:
Interest rate swaps $ 369 $ (1,804) $ —
Indexed swap and hedge — (10,844) (20,290)
Natural gas swaps (7,182) (3,378) (1,974)

$ (6,813) $ (16,026) $ (22,264)
Notional volumes of derivative transactions

The following table summarizes the net notional volume buy/(sell) of our derivative transactions by commodity,
excluding those derivatives that qualified for the normal purchases and normal sales exception as of December 31, 2009:

Total balance
as of
Units December 31, 2009
Interest rate swaps Uss $ 7,134
Currency forwards Cdn$ $ 7,900
Natural gas swaps Mmbtu 16,220

Foreign currency forward contracts

We use forward foreign currency contracts to manage our exposure to changes in foreign exchange rates, as we earn our
income in the United States but pay dividends to shareholders and interest on convertibles debentures predominantly in
Canadian dollars. Since inception, we have established a hedging strategy for the purpose of reinforcing the long-term
sustainability of cash distributionsto
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holders of IPSs and common shares. We have executed this strategy by entering into forward contracts to purchase Canadian
dollars at afixed rate of Cdn$1.134 per U.S. dollar in amounts sufficient to make monthly distributions through December
2013 at the current annual dividend level of Cdn$1.094 per common share, as well asinterest payments on the 2009
Debentures. It is our intention to periodically consider extending the length of these forward contracts.

In addition, we have executed forward contracts to purchase Canadian dollars at fixed rates of exchange sufficient to
make semi-annual payments on the 2006 Debentures. The contracts provide for the purchase of Cdn$1.9 million in April and
in October of each year through 2011 at a rate of Cdn$1.1075 per U.S. dollar.

The foreign exchange forward contracts are recorded at estimated fair value based on quoted market prices and our
estimation of the counterparty's credit risk. The fair value of our forward foreign currency contracts at December 31, 2009 is
an asset of $19.9 million. Changesin the fair value of the foreign currency forward contracts are reflected in foreign exchange
(gain) loss in the consolidated statements of operations.

The following table contains the components of recorded foreign exchange (gain) loss for the periods indicated:

2009 2008 2007
Unrealized foreign exchange (gains) losses:
Subordinated notes and convertible debentures $ 55508 $ (85212) $ 68,419
Forward contracts and other (31,138) 46,009 (30,703)
24,370 (39,203) 37,716
Realized foreign exchange gains on forward contract settlements (3,864) (8,044) (7,574)

$ 20506 $ (47,247) $ 30,142

The following table illustrates the impact on our financial instruments of a 10% hypothetical change in the value of the
U.S. dollar compared to the Canadian dollar as of December 31, 2009:

Convertible debentures $ 13915
Foreign currency forward contracts 30,204
$ 44119

Natural gas swaps

The Pasco project's operating margin was exposed to changes in natural gas prices for the second half of 2008 as a result
of the expiry of its favorably-priced natural gas supply contract on June 30, 2008 before the expiry of its PPA at the end of
2008. In the second quarter of 2008, we entered into a series of financial swaps that effectively fixed the price of natural gas
at the Pasco project during the second half of 2008 at a weighted average price of $12.24/Mmbtu.

These natural gas swaps are derivative financial instruments and were recorded in the consolidated balance sheet at fair
value. Changesin the fair value of the natural gas swaps were recorded in change in fair value of derivative instrumentsin the
consolidated statements of operations. The natural gas swaps at Pasco expired in December 2008.
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Beginning January 1, 2009, a new ten-year PPA at the Pasco project requires the utility customers to provide natural gas
needed to operate the plant and, as aresult, the Pasco project is no longer exposed to changes in market prices of natural gas.

The Lake project's operating margin is exposed to changesin natural gas spot market prices from the expiration of its
natural gas supply contract on June 30, 2009 through the expiration of its PPA on July 31, 2013. The Auburndale project
purchases natural gas under afuel supply agreement which provides approximately 80% of the Project's fuel requirements at
fixed prices through June 30, 2012. The remaining 20% is purchased at spot market prices and therefore the Project is
exposed to changes in natural gas prices for that portion of its gas requirements through the termination of the fuel supply
agreement and 100% of its natural gas requirements from the expiry of the fuel contract in mid-2012 until the termination of
its PPA.

We continue to execute our strategy to mitigate the future exposure to changesin natural gas prices at Lake and
Auburndale by periodically entering into financial swaps that effectively fix the price of natural gas required at these projects.
These natural gas swaps are derivative financial instruments and are recorded in the consolidated balance sheet at fair value.
Changesin the fair value of the natural gas swaps through June 30, 2009 were recorded in other comprehensive income (10ss)
as they were designated as a hedge of the risk associated with changesin market prices of natural gas. Asof July 1, 2009, we
have de-designated these natural gas swap hedges and the changes in their fair value are recorded in change in fair value of
derivative instruments in the consolidated statements of operations. Amounts in accumul ated other comprehensive income
remaining prior to de-designation are amortized into the consolidated statements of operations over the remaining lives of the
natural gas swaps.

Interest Rate Swaps

We have executed interest rate swaps on the revolving credit facility and at our consolidated Auburndale project to
economically fix aportion of their respective exposure to changesin interest rates related to variable-rate debt. The interest
rate swap agreements were designated as a cash flow hedge of the forecasted interest payments under the project-level
Auburndale debt and the credit facility when they were executed in November 2008. The original interest rate swap
expiration date for the Auburndale project-level debt was November 30, 2009. In November 2009, we executed a new interest
rate swap designated as a cash flow hedge at Auburndale that expires on November 30, 2013. On November 30, 2009, we
terminated the interest rate swap on the revolving credit facility when the remaining outstanding balance on the credit facility
was repaid. The remaining amount in accumulated other comprehensive income for this swap was recorded as interest
expense in the statements of operations.

Theinterest rate swaps are derivative financia instruments designated as cash flow hedges. The instruments are
recorded in the balance sheet at fair value. Changesin the fair value of the interest rate swaps are recorded in other
comprehensive income (10ss).

We did not record accumulated other comprehensive income for the year ended December 31, 2007 because we did not
utilize hedge accounting for any of our derivatives. The following table
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13. Accounting for derivative instrumentsand hedging activities (Continued)

summarizes the effects of applying hedge accounting on accumulated other comprehensive income balance attributable to

hedged derivatives, net of tax:

Year ended December 31, 2009
Accumulated OCI balance at December 31, 2008
Realized from OCI during the period:
Dueto realization of previously deferred amounts
Due to de-designation of cash flow hedge accounting
Changein fair value of cash flow hedges
Accumulated OCI balance at December 31, 2009

Gains (losses) expected to be realized from OCI during the next
12 months, net of $674 tax

Year ended December 31, 2008

Accumulated OCI balance at December 31, 2007
Change in fair value of cash flow hedges

Accumulated OCI balance at December 31, 2008

14. Income taxes

Current income tax expense (benefit)
Deferred tax expense (benefit)

Total income tax expense (benefit)

Interest Rate Natural Gas
Swaps Swaps Total
$ (501) $ (2635) $ (3,136)
528 — 528
— 4,299 4,299
(565) (1,985) (2,550)
(538) (321) (8%9)
$ — 3 1,012 $ 1,012
Interest Rate Natural Gas
Swaps Swaps Total
$ — 3 — 3 —
(501) (2,635) (3,136)
(501) (2,635) (3,136)
2009 2008 2007
$ (9,257) $ 449 $ 4816
(6,436) (14,009) 12,289
$ (15693) $ (13560) $ 17,105

The following is areconciliation of income taxes calculated at the Canadian enacted statutory rate of 30%, 33.5% and
36.12% at December 31, 2009, 2008 and 2007, respectively, to the provision for income taxes in the consolidated statements

of operations:

Computed income taxes at Canadian statutory rate
Decrease resulting from:
Operating countries with different income tax rates

Valuation allowance

Non-taxable foreign-source income
Permanent differences

Canadian loss carryforwards
Branch profits tax

Prior year true-up

Other

Income tax expense (benefit)
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2009 2008 2007
$ (16254) $ 11571 $  (4,873)
(5,418) 2,245 (523)
(21,672) 13,816 (5,396)
22,005 (37,111) 46,266
333 (23,295) 40,870
— — (475)
(1,131) 10,787 (10,754)
(13,204) (2,787) (12,051)
— 2,368 993
(1,970) (841) (1,544)
279 208 66
(16,026) 9,735 (23,765)
$ (15693) $ (13560) $ 17,105




NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)
14. Income taxes (Continued)

The tax effect of temporary differencesthat give rise to significant portions of the deferred tax assets and deferred tax
liahilities at December 31, 2009 and 2008 are presented below:

2009 2008
Deferred tax assets:
I ntangible assets $ 45237 % 45,078
L oss carryforwards 62,926 41,514
Other accrued liabilities 16,212 15,885
Unrealized foreign exchange loss on subordinated notes — 4,474
I PS issuance costs 1,374 540
Natural gas and interest rate hedges 573 2,092
Total deferred tax assets 126,322 109,583
Valuation allowance (67,131) (45,126)
59,191 64,457
Deferred tax liabilities
Property, plant and equipment (69,639) (72,024)
Unrealized foreign exchange gain (284) (6,713)
Other — (1,378)
Total deferred tax liabilities (69,923) (80,115)
Net deferred tax asset (liability) $ (10,732) $ (15,658)

The following table summarizes the net deferred tax position as of December 31, 2009 and 2008:

2009 2008
Current deferred tax assets $ 17887 $ 11,121
Long-term deferred tax liabilities (28,619) (26,779)
Net deferred tax asset (liability) $ (10,732) $ (15,658)

As of December 31, 2009, we have recorded a valuation allowance of $67.1 million. This amount is comprised primarily
of provisions against available Canadian and U.S net operating loss carryforwards. In assessing the recoverability of our
deferred tax assets, we consider whether it is more likely than not that some portion or all of the deferred tax assets will be
realized. The ultimate realization of deferred tax assets is dependent upon projected future taxable income in the United
States and in Canada and available tax planning strategies.

As of December 31, 2009, we had the following net operating loss carryforwards that are scheduled to expirein the
following years:

2014 $ 6,093
2015 33,321
2026 35,848
2027 43,494
2028 41,806
2029 42,895

$ 203457
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15. Common stock and normal courseissuer bid

On November 27, 2009 the shareholders approved the conversion from the I PS Structure to atraditional common share
structure. Each IPS has been exchanged for one new common share of and each old common share not forming part of an IPS
was exchanged for approximately 0.44 of a new common share.

In 2008, we approved a normal course issuer bid to purchase up to four million IPSs, representing approximately 8% of
Atlantic Power's public float at the sametime. As of December 31, 2009 and 2008, we acquired 481,600 and 558,620 | PSs at
an average price of Cdn$8.42 and Cdn$8.78, respectively, under the terms of our existing normal courseissuer bid. As of
December 31, 2009, we have acquired a cumulative total of 1,040,220 IPSs at an average price of Cdn$8.61 since the
inception of the issuer bid in July 2008. We paid the market price at the time of acquisition for any I1PSs purchased through
the facilities of the Toronto Stock Exchange, and all 1PSs acquired under the bid have been cancelled. The issuer bid expired
on July 24, 20009.

16. Long-Term Incentive Plan

On March 30, 2009, March 26, 2008 and March 28, 2007, the Board of Directors approved grants of notional unitsto
acquire a maximum of 267,408, 142,717 and 172,071 | PSs, respectively, under the terms of the LTIP. Subsequent to the
Conversion, notional units for |PSs became notional units for common shares.

The weighted average fair value per notional unit granted was Cdn$7.27, Cdn$10.18 and Cdn$10.93 for the years ended
December 31 2009, 2008 and 2007, respectively. Compensation expense related to the LTIP was recorded in the amounts of
$2.2 million, $0.8 million and $1.0 million for the years ended December 31, 2009, 2008 and 2007, respectively. Fair value of
the awards is determined by projecting the total number of notional units that will vest in future periods, including dividends
received on notional units during the vesting period, and applying the current market price per share to the projected number
of notional unitsthat will vest. See Note 2(r) for information about the amended L TIP that will be effective beginning in
2010.

F-32




NOTESTO CONSOLIDATED AUDITED FINANCIAL STATEMENTS (Continued)

16. Long-Term Incentive Plan (Continued)

The following table presents information related to the notional units:

Grant Date
Weighted-Average
Units Price per Unit
Outstanding at January 1, 2007 —  $ —
Granted 172,021 9.43
Additional shares from dividends 12,889 9.43
Forfeited (5,882) 9.43
Vested - - =
Outstanding at December 31, 2007 179,028 9.43
Granted 142,717 9.99
Additional shares from dividends 28,138 9.71
Forfeited (37,944) 9.43
Vested (48,346) 9.43
Outstanding at December 31, 2008 263,593 9.76
Granted 267,408 5.76
Additional shares from dividends 49,540 7.80
Forfeited — —
Vested (109,260) 9.71
Outstanding at December 31, 2009 471281  $ 7.30

17. Basic and diluted earnings (loss) per share

Basic earnings (loss) per share is calculated by dividing net income by the weighted average common shares outstanding
during their respective period. Diluted earnings (loss) per share is computed including dilutive potential shares asif they were
outstanding shares during the year. Dilutive potential shares include shares that would be issued if al of the convertible
debentures were converted into shares at January 1, 2009. Dilutive potential shares also include the weighted average number
of shares, as of the date such notional units were granted, that would be issued if the unvested notional units outstanding
under the LTIP were vested and redeemed for shares under the terms of the LTIP.

Because we reported a loss during the years ended December 31, 2009 and 2007, the effect of including potentially
dilutive shares in the cal culation during those periods is anti-dilutive.

The following table sets forth the weighted average number of shares outstanding and potentially dilutive shares utilized
in per share calculations:

2009 2008 2007
Basic shares outstanding 60,632 61,290 61,471
Dilutive potential shares:
Convertible debentures 5,095 4,839 4,839
LTIP notional units 476 221 156
Fully diluted shares 66,203 66,350 66,466
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18. Segment and related infor mation
We have six reportable segments: Path 15, Auburndale, Lake, Pasco Chambers and Other Project Assets.

We analyze the performance of our operating segments based on Project Adjusted EBITDA which is defined as project
income less interest, taxes, depreciation and amortization (including non-cash impairment charges) and changesin fair value
of derivative instruments. Project Adjusted EBITDA is not a measure recognized under GAAP and does not have a
standardized meaning prescribed by GAAP and is therefore unlikely to be comparable to similar measures presented by other
companies. We use unaudited Project Adjusted EBITDA to provide comparative information about project performance
without considering how projects are capitalized or whether they contain derivative contracts that are required to be recorded
at fair value. A reconciliation of project income to Project Adjusted EBITDA is set out below under "Project Adjusted
EBITDA".

Other
Project Un-allocated
Path 15 Auburndale Lake Pasco Chambers Assets Corporate Consolidated

Year ended December 31, 2009:
Operating revenues $ 31000 $ 7485 § 62285 $ 1U3F — — 3 — $ 179517
Segment assets 219,586 130,053 118,925 42419 — — 358,533 869,576
Expenditures for additionsto long-lived

S — K7l 1,278 355 — — 62 2,016
Project Adjusted EBITDA $ 27691 § B2 § H3IB $§ 329 § 1355 § 3895 § - $ 144119
Changein fair value of derivative

instruments — 2,118 5,064 — (2,236) 101 — 5047
Depreciation and amortization 8511 19,780 10,098 2987 3392 228715 — 67,643
Interedt, net 12011 2,833 ) — 4613 11,158 — 31511
Other project (income) expense (1,230) — — (26) 1,227 (8,408) — (8437)
Project income 7499 10,49 10,220 338 6,599 13269 — 48415
Interest, net — — - - — — 55,698 55,698
Management fees and administration — — — — — — 26,028 26,028
Foreign exchange loss — — — — — — 20,506 20,506
Other expense, net — — — — — — 362 362
Loss from operations before income

taxes 7499 10,49 10,220 338 6,599 13269 (102,5%) (54,179)
Income tax expense (benefit) — — — — — — (15,693) (15,693)
Net loss 7499 10,490 10,220 338 6,599 13269 (86,901) $ (38,486)
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18. Segment and related infor mation (Continued)

Other
Project Un-allocated
Path 15 Auburndale Lake Pasco Chambers Assets Corporate Consolidated

Year ended December 31, 2008:
Operating revenues $ 358 $ 10003 $§ 61610 $ 58897 $ — $ um s — 173812
Segment assets 235,198 151,524 130,083 52,925 — — 338,265 907,99
Expenditures for additionsto long-lived

aSets — — 814 175 — — 13 1,102
Project Adjusted EBITDA $ 28872 $ 4461 $ 3282 § 2193 $ 27603 $ 58908 $ - 174,689
Changein fair value of derivative

ingtruments — — — 3378 2491 24,045 — 29,914
Depreciation and amortization 7917 2121 11232 11,154 2973 24,722 — 60,125
Interest, net 13232 225 (32) 978 5309 10,604 — 30,316
Other project expense — — — — 580 12,748 — 13,328
Project income 7723 2,100 21,692 6,443 16,250 (13,211) — 41,006
Interest, net — — — - — — 43215 43215
Management fees and administration — — — — — — 10,012 10,012
Foreign exchange gain — — — — — — (47,247) (47,247)
Other expense, net — — — — — — 425 425
Income (loss) from operations before

income taxes 7723 2,109 21,692 6,443 16,250 (13,211) (6,465) 34,541
Income tax expense (benefit) — — — — — — (13,560) (13,560)
Net income (l0ss) 7723 2,109 21,692 6,443 16,250 (13211) 70% $ 48101
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18. Segment and related infor mation (Continued)

Other
Project Un-allocated
Path 15 Auburndale Lake Pasco Chambers Assts Corporate Consolidated

Year ended December 31, 2007:
Operating revenues $ 354 $ — § 5320 $ - 3 — $ 558 $ — $ 13
Segment assets 240459 — 137,641 79,442 — — 423209 880,751
Expenditures for additions to long-lived

aSets — — 2,886 — — 1329 670 16,850
Project Adjusted EBITDA $ 354§ — § 802 $ 1425 $§ 28028 § 83359 $ - § 185,218
Changein fair value of derivative

instruments — — — — — 21,693 — 21,693
Depreciation and amortization 1874 - 11,261 7,468 3462 29,076 — 59,141
Interest, net 12,016 — 9 47 8375 11,278 — 32,425
Other project (income) expense — — 8,554 (149) (410) (6,154) — 1,841
Project income 11,674 — 8,218 6,159 16,601 21,466 — 70,118
Interest, net — — — — — — 44,307 44,307
Management fees and administration — — — — — — 8815 8,185
Foreign exchange loss — — — — — — 30,142 30,142
Other — — — — — — 975 975
Loss from operations before income

taxes 11674 — 8218 6,159 16,601 21,466 (83,609) (13.491)
Income tax expense — — — — — — 17,105 17,105
Net income (loss) 11674 — 8218 6,159 16,601 21,466 (100,714) $ (30,59)

Progress Energy Florida and the California Independent System Operator ("CAISO") provide for 71.1%, 17.3%,
respectively, of total revenues for the year ended December 31, 2009, 75.1% and 18.1% for the year ended December 31,
2008 and 57.8% and 24.2% for the year ended December 31, 2007. Progress Energy Florida purchases electricity from
Auburndale and Lake and the CA1SO makes payments to Path 15. In addition, during 2008 and 2007 Progress Energy Florida
purchased electricity from Pasco.

19. Related party transactions

Prior to December 31, 2009, Atlantic Power was managed by Atlantic Power Management, LLC (the "Manager"), which
was owned by two private equity funds managed by Arclight Capital Partners, LLC. On December 31, 2009, we terminated
our management agreements with the Manager and have agreed to pay the ArcLight funds an aggregate of $15 million, to be
satisfied by a payment of $6 million at the termination date, and additional payments of $5 million, $3 million and $1 million
on the respective first, second and third anniversaries of the termination date. We have recorded the remaining liability
associated with the termination fee at its estimated fair value of $8.1 million and recorded $14.1 million of expense, which
includes the $6 million payment made on the termination date, in management fees and administration expense within
administrative and other expenses in the accompanying consolidated financial statements.

During the year ended December 31, 2009, in accordance with the management agreement between Atlantic Power and
the Manager, we incurred management and incentive fees of $0.6 million and $1.3 million, respectively. During the year
ended December 31, 2008, we incurred management and
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19. Related party transactions (Continued)

incentive fees of $0.4 million and $0.9 million, respectively. During the year ended December 31, 2007, weincurred
management and incentive fees of $0.6 million and $0.9 million, respectively.

On November 21, 2008, we acquired Auburndale from an entity owned by the ArcLight funds and Caisse de dépdt et
placement du Québec, which, at that time, owned approximately 19% of our I|PSs and Cdn$36.5 million of our outstanding
Subordinated Notes.

In connection with the our initial public offering, the ArcLight funds and the other original investor in Atlantic Holdings
(the "Former Investors') acquired the right to request, at any time, that Atlantic Holdings purchase for cancellation all or any
portion of the Former Investors' interests in Atlantic Holdings, subject to a minimum remaining 10% interest for atwo-year
period from November 18, 2004. The Former Investors exercised the liquidity right in a series of transactions between the
initial public offering and February 2007.

At December 31, 2006, $74.4 million was held in escrow pending regulatory approval of atransaction whereby all of the
remaining interests of the Former Investors were acquired by Atlantic Holdings. In February 2007, the required regulatory
approval was obtained and the transaction was compl eted.

20. Commitments and contingencies

From time to time, Atlantic Power, its subsidiaries and the projects are parties to disputes and litigation that arise in the
normal course of business. We assess our exposure to these matters and records estimated |oss contingencies when alossis
likely and can be reasonably estimated. There are no matters pending as of December 31, 2009 which are expected to have a
material impact on our financial position or results of operations.

21. Subsequent events

These financial statements and notes reflect our evaluation of events occurring subseguent to the balance sheet date
through June 16, 2010, the date the financial statements were issued.

In early 2010, the Board of Directors approved amendmentsto the LTIP. See Note 2(r) for additional information.

In March 2010, we agreed to invest an additional $2.0 million to increase our ownership interest in Rollcast to 60%. See
Note 2(c) for additional information.
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VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 and 2007
(in thousands)

Balance at Charged to Charged to Balance at
Beginning of Costsand Other End of
Period Expenses Accounts Deductions Period
Income tax valuation allowance,
deducted from deferred tax assets:
Y ear ended December 31, 2009 45,126 22,005 — 67,131
Y ear ended December 31, 2008 82,237 (37,111) — 45,126
Y ear ended December 31, 2007 35,971 46,266 — 82,237
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PART I—FINANCIAL INFORMATION

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTSAND NOTES

ATLANTIC POWER CORPORATION
CONSOLIDATED BALANCE SHEETS

(In thousands of U.S. dollars)

June 30, December 31,
2010 2009
(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 63314 $ 49,850
Restricted cash 14,579 14,859
Accounts receivable 18,433 17,480
Current portion of derivative instruments asset (Notes 7 and 8) 4,251 5,619
Prepayments, supplies, and other 4,019 3,019
Deferred income taxes 15,106 17,887
Refundable income taxes 10,588 10,552
Total current assets 130,290 119,266
Property, plant, and equipment, net (Note 5) 189,916 193,822
Transmission system rights (Note 5) 192,059 195,984
Equity investments in unconsolidated affiliates 259,443 259,230
Other intangible assets, net (Note 5) 64,810 71,770
Goodwill (Note 4) 12,453 8,918
Derivative instruments asset (Notes 7 and 8) 7,952 14,289
Other assets 5,602 6,297
Total assets $ 862525 $ 869,576
Liabilitiesand Shareholders Equity
Current Liabilities:
Accounts payable and accrued liabilities $ 18513 $ 21,661
Revolving credit facility 20,000 —
Current portion of long-term debt (Note 6) 18,330 18,280
Current portion of derivative instruments liability (Notes 7 and 8) 5,108 6,512
Interest payable on convertible debentures 3,332 800
Dividends payable 5,184 5,242
Other current liabilities 10 752
Total current liabilities 70,477 53,247
Long-term debt (Note 6) 214,527 224,081
Convertible debentures 137,376 139,153
Derivative instruments liability (Notes 7 and 8) 17,011 5,513
Deferred income taxes 33,697 28,619
Other non-current liabilities 4,802 4,846
Shareholders equity
Common shares 544,647 541,917
Accumulated other comprehensive loss (Note 8) (194) (859)
Retained deficit (163,299) (126,941)
Noncontrolling interest (Note 4) 3,481 —
Total shareholders equity 384,635 414,117
Commitments and contingencies (Note 15)
Subsequent events (Note 16) — —
Total lighilities and shareholders equity $ 862525 $ 869,576

See accompanying notes to consolidated financial statements.

F-39




ATLANTIC POWER CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

(Inthousands of U.S. dollars, except per share amounts)

Project revenue:
Energy sales
Energy capacity revenue
Transmission services
Other

Project expenses:
Fuel
Operations and maintenance
Project operator fees and expenses
Depreciation and amortization

Project other income (expense):
Changein fair value of derivative instruments
(Notes 7 and 8)
Equity in earnings of unconsolidated affiliates
Interest expense, net
Other income, net

Project income

Administrative and other expenses (income):
Management fees and administration
Interest, net
Foreign exchange loss (Note 8)
Other income, net

Income (loss) from operations before income taxes

Income tax expense (benefit) (Note 9)

Net income (l0ss)

Net loss attributable to noncontrolling interest

Net income (loss) attributable to Atlantic Power
Corporation

Net income (loss) per share attributable to Atlantic
Power Corporation shareholders: (Note 11)
Basic
Diluted

(Unaudited)
Three months ended Six months ended
June 30, June 30,
2010 2009 2010 2009
$ 16659 $ 14090 $ 32572 $ 30,015
23,195 22,112 46,389 44,224
7,729 7,708 15,373 15,416
321 360 791 649
47,904 44,270 95,125 90,304
15,771 12,627 31,928 27,588
5,459 4,712 10,500 9,650
983 758 1,902 2,031
10,071 10,588 20,142 21,254
32,284 28,685 64,472 60,523
992 469 (11,202) 360
3,026 (982) 8,462 3,969
(4,308) (4,816) (8,719) (9,320)
211 1,205 211 1,205
(79) (4,124) (11,248) (3,786)
15,541 11,461 19,405 25,995
3,843 3,105 7,943 5,484
2,518 10,553 5312 20,170
4,224 12,929 2,432 9,506
(26) (14) (26) (30)
10,559 26,573 15,661 35,130
4,982 (15,112) 3744 (9,135)
3,618 (4,383) 8,491 (2,649)
1,364 (10,729) (4,747) (6,486)
(81) — (129) —
$ 1445 $ (10,729) $ (4618) $ (6,486)
$ 002 $ (0.18) $ (0.08) $ (0.11)
$ 004 $ (0.18) $ (0.08) $ (0.11)

See accompanying notes to consolidated financial statements.
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ATLANTIC POWER CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands of U.S. dollars)

(Unaudited)

Six months ended

June 30,
2010 2009
Cash flows from operating activities:
Net loss $ (4,747) % (6,486)
Adjustments to reconcile to net cash provided by operating activities:
Depreciation and amortization 20,142 21,254
Loss on sale of property, plant and equipment — 333
Gain on step-up valuation of Rollcast acquisition (211) —
Earnings from unconsolidated affiliates (8,462) (3,969)
Distributions from unconsolidated affiliates 5,718 13,021
Unrealized foreign exchange loss 5,199 9,630
Change in fair value of derivative instruments 11,202 (360)
Change in deferred income taxes 7,416 564
Change in other operating balances
Accounts receivable (953) 7,880
Prepayments, refundable income taxes and other assets (481) (5,859)
Accounts payable and accrued liabilities (956) (5,767)
Other liabilities 2,111 283
Cash provided by operating activites 35,978 30,524
Cash flows used in investing activities:
Acquisitions and investments, net of cash acquired 324 (3,000)
Change in restricted cash (Note 1) 280 347
Biomass devel opment costs (948) —
Proceeds from sale of property, plant and equipment — 167
Purchase of property, plant and equipment (1,520) (933)
Cash used in investing activities (1,864) (3,419)
Cash flows used in financing activities:
Shares acquired in normal courseissuer bid (Note 14) — (3,369)
Proceeds from revolving credit facility borrowings 20,000 —
Equity investment from noncontrolling interest 200 —
Dividends paid (31,709) (11,672)
Repayment of project-level debt (9,241) (6,414)
Cash used in financing activities (20,650) (21,455)
Increase in cash and cash equivalents 13,464 5,650
Cash and cash equivalents at beginning of period 49,850 37,327
Cash and cash equivalents at end of period $ 63314 $ 42977
Supplemental cash flow information
Interest paid $ 11,437  $ 29,162
Income taxes paid (refunded), net $ 1,045 $ 651

See accompanying notes to consolidated financial statements.
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ATLANTIC POWER CORPORATION

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
1. Basis of presentation
Overview

Atlantic Power Corporation ("Atlantic Power") is a corporation established under the laws of the Province of Ontario on
June 18, 2004 and continued to the Province of British Columbia on July 8, 2005. We issued income participating securities
("1PSs") for cash pursuant to an initial public offering on the Toronto Stock Exchange, or the TSX, on November 18, 2004.
Each |PS was comprised of one common share and Cdn$5.767 principal value of 11% subordinated notes due 2016. On
November 27, 2009 our shareholders approved a conversion from the I PS structure to atraditional common share structure.
Each IPS has been 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 shares trade on the TSX under the symbol "ATP" and began
trading on the New Y ork Stock Exchange, or the NY SE, under the symbol "AT" on July 23, 2010.

Our current portfolio consists of interestsin 12 operational power generation projects across eight states, one wind
project under construction in Idaho, a 500 kilovolt 84-mile electric transmission line located in California, and six
development projectsin five states. Our power generation projects in operation have an aggregate gross electric generation
capacity of approximately 1,823 megawatts (or "MW"), in which our ownership interest is approximately 808 MW.Four of
our projects are wholly-owned subsidiaries: Lake Cogen, Ltd., Pasco Cogen, Ltd., Auburndale Power Partners, L.P. and
Atlantic Path 15, LLC. Theinterim consolidated financial statements have been prepared in accordance with United States
generally accepted accounting principles ("GAAP") with areconciliation to Canadian GAAP in Note 17. The Canadian
securities legiglation allow issuers that are required to file reports with the Securities and Exchange Commission ("SEC") in
the United Statesto file financial statements under United States GAAP to meet their continuous disclosure obligationsin
Canada. Prior to 2010, we prepared our consolidated financial statements in accordance with Canadian GAAP.

Theinterim consolidated financia statements do not contain al the disclosures required by United States and Canadian
GAAP. Theinterim consolidated financia statements have been prepared in accordance with the SEC's regulations for
interim financial information and with the instructions to Form 10-Q. The accounting policies we follow are set forth below
in Note 2, Summary of significant accounting policies. The interim consolidated financial statements follow the same
accounting principles and methods of application as the most recent annual consolidated financia statements as there are no
material differencesin our accounting policies between United States and Canadian GAAP at June 30, 2010 other than as
denoted in Note 17. Interim results are not necessarily indicative of results for afull year.

In our opinion, the accompanying unaudited interim consolidated financial statements contain all material adjustments
consisting of normal and recurring accruals necessary to present fairly our consolidated financial position as of June 30, 2010,
the results of operations for the three and six month periods ended June 30, 2010 and 2009, and our cash flows for the six
month periods ended June 30, 2010 and 20009.

Beginning in the first quarter of 2010, changesin restricted cash in the consolidated statement of cash flows have been
reported as an investing activity to reflect the use of the restricted cash in the current period. In previous periods, changesin
restricted cash were reported as cash flows from operating activities. The prior period amounts have been reclassified to
conform with the current year presentation. This reclassification does not impact the consolidated balance sheet or the
consolidated
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statements of operations. We have changed the classification of restricted cash because the revised presentation is more
widely used by companiesin our industry.

2. Summary of significant accounting policies
() Basis of consolidation and accounting:

The accompanying interim consolidated financial statements are prepared in accordance with accounting principles
generally accepted in the United States of America and include the consolidated accounts and operations of our subsidiaries
in which we have a controlling financial interest. The usual condition for a controlling financial interest is ownership of the
majority of the voting interest of an entity. However, a controlling financial interest may also exist in entities, such asa
variable interest entity, through arrangements that do not involve controlling voting interests.

As such, we apply the standard that requires consolidation of variable interest entities ("VIES"), for which we are the
primary beneficiary. The guidance requires a variable interest holder to consolidate a VIE if that party will absorb a mgjority
of the expected losses of the VIE, receive the mgjority of the expected residual returns of the VIE, or both. We have
determined that our investments are not VVI1Es by evaluating their design and capital structure. Accordingly, we record al of
our investments that we do not financially control under the equity method of accounting.

We eliminate all intercompany accounts and transactions in consolidation.
(b) Useof estimates:

The preparation of financial statements requires us to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financia statements and the
reported amounts of revenue and expenses during the year. Actual results could differ from those estimates. During the
periods presented, we have made a number of estimates and valuation assumptions, including the fair values of acquired
assets, the useful lives and recoverability of property, plant and equipment and power purchase agreements, the recoverability
of equity investments, the recoverability of deferred tax assets, tax provisions, and the fair value of financial instruments and
derivatives. In addition, estimates are used to test long-lived assets and goodwill for impairment and to determine the fair
value of impaired assets. These estimates and val uation assumptions are based on present conditions and our planned course
of action, as well as assumptions about future business and economic conditions. As better information becomes available or
actual amounts are determinable, the recorded estimates are revised. Should the underlying valuation assumptions and
estimates change, the recorded amounts could change by a material amount.

(c) Revenue:

We recognize energy sales revenue on a gross basis when electricity and steam are delivered under the terms of the
related contracts. Revenue associated with capacity payments under the power purchase agreements ("PPAS") are recognized
asthe lesser of (1) the amount billable under the PPA or (2) an amount determined by the kilowatt hours made available

during the period multiplied by the estimated average revenue per kilowatt hour over the term of the PPA.

Transmission services revenue is recognized as transmission services are provided. The annual revenue reguirement for
transmission servicesis regulated by the Federal Energy Regulatory
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Commission ("FERC") and is established through a rate-making process that occurs every three years. When actual cash
recei pts from transmission services revenue are different than the regul ated revenue requirement because of timing
differences, the over or under collections are deferred until the timing differences reverse in future periods.

(d) Useof fair value:

We utilize afair value hierarchy that gives the highest priority to quoted pricesin active markets and is applicable to fair
value measurements of derivative contracts and other instruments that are subject to mark-to-market accounting. Refer to
Note 7 for more information.

(e) Derivativefinancia instruments:

We use derivative financial instruments in the form of interest rate swaps and foreign exchange forward contracts to
manage our current and anticipated exposure to fluctuations in interest rates and foreign currency exchange rates. We have
also entered into natural gas supply contracts and natural gas forwards or swaps to minimize the effects of the price volatility
of natural gas, which isamajor production cost. We do not enter into derivative financia instruments for trading or
speculative purposes; however, not all derivatives qualify for hedge accounting.

Derivative financia instruments not designated as a hedge are measured at fair value with changesin fair value recorded
in the consolidated statements of operations.

The following table summarizes derivative financial instruments that are not designated as hedges and the accounting
treatment in the consolidated statements of operations of the changesin fair value of such derivative financial instrument:

Derivative financial instrument Classification of changesin fair value
Foreign currency forward contracts Foreign exchange loss (gain)

Lake natural gas swaps Change in fair value of derivative instruments
Auburndale natural gas swaps Change in fair value of derivative instruments
Interest rate swap Changein fair value of derivative instruments

Certain derivative instruments qualify for a scope exception to fair value accounting because they are considered normal
purchases or normal sales. The availability of this exception is based upon the assumption that we have the ability and it is
probable to deliver or take delivery of the underlying physical commodity. Derivatives that are considered to be normal
purchases and normal sales are exempt from derivative accounting treatment and are recorded as executory contracts.

We have designated one of our interest rate swaps as a hedge of cash flows for accounting purposes. Tests are performed
to evaluate hedge effectiveness and ineffectiveness at inception and on an ongoing basis, both retroactively and prospectively.
Unrealized gains or losses on the interest rate swap designated as a hedge are deferred and recorded as a component of
accumulated other comprehensive income (loss) until the hedged transactions occur and are recognized in earnings. The
ineffective portion of the cash flow hedge, if any, isimmediately recognized in earnings.
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(f) Property, plant and equipment:

Property, plant and equipment are stated at cost, net of accumulated depreciation. Depreciation is provided on a
straight-line basis over the estimated useful life of the related asset. As major maintenance occurs and parts are replaced on
the plant's combustion and steam turbines, maintenance costs are either expensed or transferred to property, plant and
equipment if the maintenance extends the useful lives of the major parts. These costs are depreciated over the parts estimated
useful lives, which is generally three to six years, depending on the nature of maintenance activity performed.

(g) Transmission system rights:

Transmission system rights are an intangible asset that represents the long-term right to approximately 72% of the
capacity of the Path 15 transmission line in California. Transmission system rights are amortized on a straight-line basis over
30 years, the regulatory life of Path 15.

(h) Impairment of long-lived assets, non-amortizing intangible assets and equity method investments:

Long-lived assets, such as property, plant and equipment, transmission system rights and other intangible assets subject
to depreciation and amortization, are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset to estimated undiscounted future cash flows expected to be generated by the
asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge is recognized in the
amount by which the carrying amount of the asset exceeds its fair value.

Investments in and the operating results of 50%-or-less owned entities not required to be consolidated are included in the
consolidated financial statements on the basis of the equity method of accounting. We review our investmentsin such
unconsolidated entities for impairment whenever events or changes in business circumstances indicate that the carrying
amount of the investments may not be fully recoverable. Evidence of alossin value that is other than temporary might
include the absence of an ability to recover the carrying amount of the investment, the inability of the investee to sustain an
earnings capacity which would justify the carrying amount of the investment, failure of cash flow coverage ratio tests
included in project-level non-recourse debt or, where applicable, estimated sales proceeds which are insufficient to recover
the carrying amount of the investment. Our assessment as to whether any declinein value is other than temporary is based on
our ability and intent to hold the investment and whether evidence indicating the carrying value of the investment is
recoverable within a reasonable period of time outweighs evidence to the contrary. We generally consider our investmentsin
our equity method investees to be strategic long-term investments. Therefore, we complete our assessments with along-term
view. If the fair value of the investment is determined to be less than the carrying value and the declinein value is considered
to be other than temporary, the asset is written down to itsfair value.

(i) Other intangible assets:
Other intangible assets include PPAs and fuel supply agreements at our projects.

Power purchase agreements are valued at the time of acquisition based on the contract prices under the PPAs compared
to projected market prices. Fuel supply agreements are valued at the time of acquisition based on the contract prices under the
fuel supply agreement compared to projected market
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prices. The balances are presented net of accumulated amortization in the consolidated balance sheets. Amortization is
recorded on a straight-line basis over the remaining term of the agreement.

() Income taxes:

Income tax expense includes the current tax obligation or benefit and change in deferred income tax asset or liability for
the period. We use the asset and liability method of accounting for deferred income taxes and record deferred income taxes
for all significant temporary differences. Income tax benefits associated with uncertain tax positions are recognized when we
determine that it is more-likely-than-not that the tax position will be ultimately sustained. Refer to Note 9 for more
information.

(k) Foreign currency trandation:

Our functional currency and reporting currency is the United States dollar. The functional currency of our subsidiaries
and other investments is the United States dollar. Monetary assets and liabilities denominated in Canadian dollars are
translated into United States dollars using the rate of exchange in effect at the end of the period. All transactions denominated
in Canadian dollars are translated into United States dollars at average exchange rates.

(I Long-term incentive plan:

The officers and other employees of Atlantic Power are eligible to participate in the Long-Term Incentive Plan ("LTIP")
that was implemented in 2007. In the second quarter of 2010, the Board of Directors approved an amendment to the LTIP and
the amended plan was approved by our shareholders on June 29, 2010. The amended LTIP will be effective for grants
beginning with the 2010 performance year. Under the amended L TIP, the notional units granted to plan participants will have
the same characteristics as notional units under the old LTIP. However, the number of notional units that vest will be based,
in part, on the total shareholder return of Atlantic Power compared to agroup of peer companies in Canada. In addition,
vesting of the notional units for officers of Atlantic Power will occur on athree-year cliff basis as opposed to ratable vesting
over three years for grants made prior to the amendments.

Unvested notional units are entitled to receive dividends equal to the dividends per common share during the vesting
period in the form of additional notional units. Unvested units are subject to forfeiture if the participant is not an employee at
the vesting date or if we do not meet certain ongoing cash flow performance targets.

Compensation expense related to awards granted to participantsin the LTIP isrecorded over the vesting period based on
the estimated fair value of the award on the grant date for notional units accounted for as equity awards and at each balance
sheet date for notional units accounted for as liability awards. Fair value of the awards granted prior to the 2010 amendment
is determined by projecting the total number of notional units that will vest in future periods, including dividends received on
notional units during the vesting period, and applying the current market price per share to the projected number of notional
unitsthat will vest. The fair value of awards granted for the 2010 performance period with market vesting conditionsis based
upon a Monte Carlo simulation model on their grant date. The aggregate number of shares which may be issued from treasury
under the LTIPislimited to one million. Unvested notional units are recorded as either aliability or equity award based on
management's intended method of redeeming the notional units when they vest.
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(m) Concentration of credit risk:

The financial instruments that potentially expose usto credit risk consist primarily of cash and cash equivalents,
restricted cash, derivatives and accounts receivable. Cash and restricted cash are held by major financial institutions that are
also counterpartiesto our derivative contracts. We have long-term agreements to sell electricity, gas and steam to public
utilities and corporations. We have exposure to trends within the energy industry, including declinesin the creditworthiness
of our customers. We do not normally require collateral or other security to support energy-related accounts receivable. We
do not believe there is significant credit risk associated with accounts receivable due to payment history. See Note 12,
Segment and related information, for afurther discussion of customer concentrations.

(n) Segments:

We have six reportable segments: Path 15, Auburndale, Lake, Pasco, Chambers and Other Project Assets. Each of our
projects is an operating segment. Based on similar economic and other characteristics, we aggregate several of the projects
into the Other Project Assets reportable segment.

3. Comprehensive income (10ss)

The following table summarizes the components of comprehensive income (loss), net of tax of $120 and $1,081,
respectively, for the three months ended June 30, 2010 and 2009, and net of tax of $109 and $(1,393), respectively, for the six
months ended June 30, 2010 and 2009:

Three months ended Six months ended
June 30, June 30,
2010 2009 2010 2009
Net income (l0ss) $ 1364 $ (10,729) $ (4,747) $ (6,486)
Unrealized gain (I0ss) on hedging activity 180 1,622 164 (2,089)
Comprehensive income (loss) $ 1544 3 (9107) $ (4583) $ (8575)

4. Acquisitions
Rollcast

On March 31, 2009, we acquired a 40% equity interest in Rollcast Energy, Inc., a North Carolina Corporation for
$3.0 million in cash. On March 1, 2010, we paid $1.2 million in cash for an additiona 15% of the shares of Rollcast,
increasing our interest from 40% to 55% and providing us control of Rollcast. We consolidated Rollcast as of this date. We
previously accounted for our 40% interest in Rollcast as an equity method investment. On April 28, 2010, we paid an
additional $0.8 million to increase our ownership interest in Rollcast to 60%.

Rollcast is a developer of biomass power plants in the southeastern U.S. with five, 50 MW projects in various stages of
development. The investment in Rollcast gives us the option but not the obligation to invest equity in Rollcast's biomass
power plants.
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The following table summarizes the consideration transferred to acquire Rollcast and the preliminary estimated amounts
of identifiable assets acquired and liabilities assumed at the acquisition date, as well as the fair value of the non-controlling
interest in Rollcast at the acquisition date;

Fair value of consideration transferred:

Cash $ 1,200
Other items to be allocated to identifiable assets acquired and liabilities assumed:
Fair value of our investment in Rollcast at the acquisition date 2,758
Fair value of noncontrolling interest in Rollcast 3,410
Gain recognized on the step acquisition 211
Total $ 7579
Recognized amounts of identifiable assets acquired and liabilities assumed:
Cash $ 1524
Property, plant and equipment 130
Prepaid expenses and other assets 133
Capitalized development costs 2,705
Trade and other payables (448)
Total identifiable net assets 4,044
Goodwill 3,535
$ 7579

Asaresult of obtaining control over Rollcast, our previously held 40% interest was remeasured to fair value, resulting in
again of $0.2 million. This has been recognized in other income (expense) in the consolidated statements of operations.

The fair value of the noncontrolling interest of $3.4 million in Rollcast was estimated by applying an income approach
using the discounted cash flow method. This fair value measurement is based on significant inputs not observable in the
market and thus represents a Level 3 fair value measurement. The fair value estimate utilized an assumed discount rate of
9.4% which is composed of arisk-free rate and an equity risk premium determined by the capital asset pricing of companies
deemed to be similar to Rollcast. The estimate assumed that no fair value adjustments are required because of the lack of
control or lack of marketability that market participants would consider when estimating the fair value of the noncontrolling
interest in Rollcast.

The goodwill is attributable to the value of future biomass power plant development opportunities. It is not expected to
be deductible for tax purposes. All of the $3.5 million of goodwill was assigned to the Other Project Assets segment.
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The following table presents accumul ated depreciation of property, plant and equipment and the accumulated
amortization of transmission system rights and other intangible assets as of June 30, 2010 and December 31, 2009:

June 30, December 31,
2010 2009
Property, plant and equipment $ 80154 $ 74,567
Transmission system rights 39,611 35,685
Other intangible assets 55,800 45,368

6. Long-term debt

L ong-term debt represents our consolidated share of project long-term debt and the unamortized balance of purchase
accounting adjustments that were recorded in connection with the Path 15 acquisition in order to adjust the debt to its fair
value on the acquisition date. Project debt is non-recourse to Atlantic Power and generally amortizes during the term of the
respective revenue generating contracts of the projects.

June 30, December 31,
2010 2009
Project debt, interest rates ranging from 5.1% to 9.0% maturing through 2028 $ 221,190 $ 230,331
Purchase accounting fair value adjustments 11,667 12,030
Less: current portion of long-term debt (18,330) (18,280)
Long-term debt $ 214527 % 224,081

Project-level debt is secured by the respective projects and their contracts with no other recourse to us. At June 30, 2010,
all of our projects were in compliance with the covenants contained in project-level debt.
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The following represents the fair value hierarchy of our financial assets and liabilities that were recognized at fair value
as of June 30, 2010 and December 31, 2009. Financial assets and liabilities are classified based on the lowest level of input
that is significant to the fair value measurement.

June 30, 2010

Level 1 Level 2 Level 3 Total
Assets:;
Cash and cash equivalents $ 63314 $ —  $ — $ 63314
Restricted cash 14,579 — — 14,579
Derivative instruments asset — 12,203 — 12,203
Total $ 77893 $ 12203 $ — $ 90,096
Liabilities:
Derivative instruments liability $ — $ 22119 3 — $ 22119
Total $ — $ 22119 $ — $ 22119
December 31, 2009
Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $ 49850 $ —  $ — $ 49850
Restricted cash 14,859 — — 14,859
Derivative instruments asset — 19,908 — 19,908
Total $ 64709 $ 19908 $ — $ 84617
Liabilities:
Derivative instruments liability — 12,025 — 12,025
Total $ — 3 12025 $ — 3 12,025

We adjust the fair value of financial assets and liabilitiesto reflect credit risk, which is calculated based on our credit
rating or the credit rating of our counterparties. As of June 30, 2010, the credit reserve resulted in a $1.3 million net increase
in fair value, which is comprised of a $0.3 million gain in other comprehensive income and a$1.1 million gain in changein
fair value of derivative instruments offset by a $0.1 million lossin foreign exchange.
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Fair value of derivative instruments

We have elected to disclose derivative instruments assets and liabilities on a trade-by-trade basis and do not offset
amounts at the counterparty master agreement level. The following table summarizes the fair value of our derivative assets
and liabilities:

June 30, 2010

Derivative Derivative
Assets Liabilities
Derivative instruments designated as cash flow hedges:
Interest rate swap contract current $ —  $ 479
Interest rate swap contract long-term — 141
Total derivative instruments designated as cash flow hedges — 620
Derivative instruments not designated as cash flow hedges:
Interest rate swap contract current — 1,190
Interest rate swap contract long-term — 2,387
Foreign currency forward contracts current 4,251 —
Foreign currency forward contracts long-term 7,952 —
Natural gas swap contracts current — 3,439
Natural gas swap contracts long-term — 14,483
Total derivative instruments not designated as cash flow hedges 12,203 21,499
Total derivative instruments $ 12203 $ 22,119

December 31, 2009

Derivative Derivative
Assets Liabilities
Derivative instruments designated as cash flow hedges:
Interest rate swap contract current $ — % 726
Interest rate swap contract long-term — 167
Total derivative instruments designated as cash flow hedges — 893
Derivative instruments not designated as cash flow hedges:
Interest rate swap contract current — 1,705
Interest rate swap contract long-term — 1,707
Foreign currency forward contracts current 5,619 —
Foreign currency forward contracts long-term 14,289 —
Natural gas swap contracts current 95 4,174
Natural gas swap contracts long-term 14 3,655
Total derivative instruments not designated as cash flow hedges 20,017 11,241
Total derivative instruments $ 20017 $ 12,134
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Natural gas swaps

The Lake project's operating margin is exposed to changes in natural gas spot market prices from the expiration of its
natural gas supply contract on June 30, 2009 through the expiration of its PPA on July 31, 2013. The Auburndale project
purchases natural gas under afuel supply agreement which provides approximately 80% of the project's fuel requirements at
fixed prices through June 30, 2012. The remaining 20% is purchased at spot market prices and therefore the project is
exposed to changes in natural gas prices for that portion of its gas requirements through the termination of the fuel supply
agreement and 100% of its natural gas requirements from the expiry of the fuel contract in mid-2012 until the termination of
its PPA at the end of 2013.

Our strategy to mitigate the future exposure to changes in natural gas prices at Lake and Auburndale consists of
periodically entering into financial swapsthat effectively fix the price of natural gas required at these projects. These natural
gas swaps are derivative financial instruments and are recorded in the consolidated balance sheet at fair value. Changesin the
fair value of the natural gas swaps through June 30, 2009 were recorded in other comprehensive income (10ss) as they were
designated as a hedge of the risk associated with changes in market prices of natural gas. Asof July 1, 2009, we
de-designated these natural gas swap hedges and the changesin their fair value subsequent to July 1, 2009 are now recorded
in changein fair value of derivative instruments in the consolidated statements of operations. Amounts in accumulated other
comprehensive income (loss) remaining prior to de-designation are amortized into the consolidated statements of operations
over the remaining lives of the natural gas swaps.

Interest Rate Swaps

We have executed an interest rate swap at our consolidated Auburndale project to economically fix a portion of its
exposure to changes in interest rates related to its variable-rate debt. The interest rate swap agreement was designated as a
cash flow hedge of the forecasted interest payments under the project-level Auburndale debt. The interest rate swap was
executed in November 2009 and expires on November 30, 2013.

Theinterest rate swap is aderivative financia instrument designated as a cash flow hedge. The instrument isrecorded in
the balance sheet at fair value. Changesin the fair value of the interest rate swap are recorded in accumulated other
comprehensive income (l0ss).

Impact of derivative instruments on the consolidated income statements

Unrealized gains on interest rate swaps designated as cash flow hedges have been recorded in the consolidated
statements of operations as a gain in other comprehensive income of $0.3 million for each of the three and six month periods
ended June 30, 2010. Realized losses on these interest rate swaps of $0.2 million and $0.4 million were recorded in interest
expense, net for the three and six month periods ended June 30, 2010.

Unrealized gains and losses on natural gas swaps designated as cash flow hedges are recorded in other comprehensive
income in the consolidated statements of operations. In the period in which the unrealized gains and losses are settled, the
cash settlement payments are recorded as fuel expense. Other comprehensive loss recorded for natural gas swap contracts
accounted for as cash flow hedges totaled $5.1 million, net of tax, prior to July 1, 2009 when hedge accounting for these
natural gas swaps
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was discontinued prospectively. Amortization of the loss of $0.4 million and $0.8 million was recorded in change in fair
value of derivative instruments for the three and six month periods ended June 30, 2010.

Unrealized gains and losses on derivative instruments not designated as cash flow hedges are recorded in change in fair
value of derivative instrumentsin the consolidated statements of operations.

The following table summarizes realized gains and losses for derivatives not designated as cash flow hedges:

Three months Six months
Classification of (gain) loss ended ended
recognized in income June 30, 2010 June 30, 2010
Natural gas swaps Fuel $ 2621 $ 4,439
Foreign currency forwards Foreign exchange gain (1,599) (2,767)
Interest rate swaps Interest, net 474 949

Unrealized gains and losses associated with changes in the fair value of derivative instruments not designated as cash
flow hedges and ineffectiveness of derivatives designated as cash flow hedges are reflected in current period earnings. The
following table summarizes the pre-tax changes in the fair value of derivative financia instruments that are not designated as
cash flow hedges:

Three months Six months
ended ended
June 30, June 30,
2010 2009 2010 2009
Change in fair value of derivative instruments:
Interest rate swaps $ (120) $ 469 $ (166) $ 360
Natural gas swaps 1,112 — (11,036) —

$ 992 $ 469 $  (11202) $ 360

Notional volumes of derivative transactions

The following table summarizes the net notional volume of our derivative transactions by type, excluding those
derivatives that qualified for the normal purchases and normal sales exception as of June 30, 2010:

Notional amount

asof
June 30,
Units 2010
Interest rate swaps Uss $ 10,219
Currency forwards Cdn$ $ 257,700
Natural gas swaps Mmbtu 15,900
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Foreign currency forward contracts

We use forward foreign currency contracts to manage our exposure to changes in foreign exchange rates, as we generate
cash flow in U.S. dollars but pay dividends to shareholders and interest on convertible debentures predominantly in Canadian
dollars. We have a hedging strategy for the purpose of reinforcing the long-term sustainability of dividends to shareholders.
We have executed this strategy by entering into forward contracts to purchase Canadian dollars at afixed rate of Cdn$1.134
per U.S. dollar in amounts sufficient to make monthly dividend payments at the current annual dividend level of Cdn$1.094
per common share, as well as interest payments on our 6.25% convertible debentures due March 15, 2017 (the "2009
Debentures'), through December 2013.

In addition, we have executed forward contracts to purchase Canadian dollars at fixed rates of exchange sufficient to
make semi-annual payments on our 6.50% convertible secured debentures due October 31, 2014 (the "2006 Debentures").
The contracts provide for the purchase of Cdn$1.9 million in April and in October of each year through 2011 at arate of
Cdn$1.1075 per U.S. dollar. It isour intention to periodically consider extending the length of these forward contracts.

The foreign exchange forward contracts are recorded at estimated fair value based on quoted market prices and our
estimation of the counterparty's credit risk. The fair value of our forward foreign currency contracts at June 30, 2010 isan
asset of $12.2 million. Changesin the fair value of the foreign currency forward contracts are recorded in foreign exchange
(gain) loss in the consolidated statements of operations.

The following table contains the components of recorded foreign exchange (gain) loss for the three and six month
periods ended June 30, 2010 and 2009:

Three months Six months
ended ended
June 30, June 30,
2010 2009 2010 2009

Unrealized foreign exchange (gain) loss:
Subordinated notes and convertible debentures $ (6486) $ 30401 $ (2505) $ 17,635
Forward contracts and other 12,309 (16,792) 7,704 (8,005)
5,823 13,609 5,199 9,630

Realized foreign exchange gains on forward
contract settlements (1,599) (680) (2,767) (124)

$ 4224 $ 12929 $ 2432 % 9,506

The following table illustrates the impact on our financial instruments of a 10% hypothetical change in the value of the
U.S. dollar compared to the Canadian dollar as of June 30, 2010:

Convertible debentures $ 13,738
Foreign currency forward contracts 26,133

F-54




ATLANTIC POWER CORPORATION
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
8. Accounting for derivativeinstruments and hedging activities (Continued)

The following table summarizes the changes in the accumulated other comprehensive income (loss) ("OCI") balance
attributable to derivative financial instruments designated as a hedge, net of a 40% effective tax rate;

Interest Rate Natural Gas
For the three month period ended June 30, 2010 Swaps Swaps Total
Accumulated OCI balance at March 31, 2010 $ (554) $ (73) $ (627)
Changein fair value of cash flow hedges 391 — 391
Realized from OCI during the period (211) 253 42
Accumulated OCI balance at June 30, 2010 $ (3714) $ 180 $  (194)
Interest Rate Natural Gas
For the six month period ended June 30, 2010 Swaps Swaps Total
Accumulated OCI balance at December 31, 2009 $ (538) $ (321) $ (859)
Change in fair value of cash flow hedges 595 — 595
Realized from OCI during the period (431) 501 70
Accumulated OCI balance at June 30, 2010 $ (3714) $ 180 $ (194)

9. Incometaxes

The difference between the actual tax expense of $3.6 million and $8.5 million for the three and six months ended
June 30, 2010, respectively, and the expected income tax expense, based on a combined Federal and State tax rate of 40%, of
$2.0 million and $1.5 million, respectively, is primarily due to an increase in the valuation allowance and various other
permanent differences.

Three months Six months
ended ended
June 30, June 30,
2010 2009 2010 2009
Current income tax expense (benefit) $ 1038 $ (1,743) $ 1075 $ (3213)
Deferred tax expense (benefit) 2,580 (2,640) 7,416 564
Total income tax expense (benefit) $ 3618 $ (4383) $ 8491 $ (2,649)

Valuation Allowance

As of June 30, 2010, we have recorded a valuation allowance of $69.1 million. This amount is comprised primarily of
provisions against available Canadian and U.S net operating loss carryforwards. In assessing the recoverability of our
deferred tax assets, we consider whether it is more likely than not that some portion or al of the deferred tax assets will be
realized. The ultimate realization of deferred tax assets is dependent upon projected future taxable income in the United
States and in Canada and available tax planning strategies.
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The following table summarizes the changes in outstanding L TIP notional units during the six months ended June 30,
2010:

Grant Date
Weighted-Average
Units Price per Unit
Outstanding at December 31, 2009 471,281  $ 7.30
Granted 305,112 $ 12.16
Additional shares from dividends 27489 % 8.94
Vested (222,266) $ 3.13
Outstanding at June 30, 2010 581,616 $ 9.68

In the second quarter of 2010, the Board of Directors approved an amendment to the LTIP. The amended LTIP will be
effective for grants beginning with the 2010 performance year. Under the amended LTIP, the notional units granted to plan
participants will have the same characteristics as notional units under the old LTIP. However, the number of notiona units
that vest will be based, in part, on the total shareholder return ("TSR") of Atlantic Power compared to a group of peer
companies in Canada. In addition, vesting of the notional units for officers of Atlantic Power will occur on athree year cliff
basis as opposed to ratable vesting over three years for grants made prior to the amendments.

Vested notional units will be redeemed one-third in cash and two-thirds in shares of our common stock. Notional units
granted that are expected to be redeemed in cash upon vesting are accounted for as liability awards. Notiona units granted
that are expected to be redeemed in common shares upon vesting are accounted for as equity awards. Notional units granted
prior to the 2010 performance period are subject to the vesting conditions of the LTIP before the amendments made in 2010.
We reclassified the portion of outstanding awards expected to vest in common shares totaling $1.4 million from accounts
payable and accrued liabilities and other non-current liabilities to common shares as of the date the LTIP was modified. The
amended L TIP was approved by our shareholders on June 29, 2010.

On March 29, 2010, our board of directors approved the grant of 138,892 notional LTIP units for the 2009 performance
period under the terms of the LTIP before the 2010 amendments. In May 2010, our board of directors approved theinitial
grant of 83,110 notional LTIP units for executive officers under the amended LTIP for the 2010-2012 performance period,
subject to final shareholder approval of the amended L TIP, which occurred on June 29, 2010. Also in May 2010 and subject
to the final shareholder approval of the amended LTIP, our board of directors granted transition awards to our executive
officers consisting of an additional 83,110 notional LTIP units. The transition awards are designed to mitigate the impact of
the changes in vesting provisions of the LTIP from aratable vesting over three years to cliff vesting at the end of three years.
The transition awards are subject to the performance measurement and other provisions of the amended LTIP, except that /3
of the transition awards vest in March 2011 and the other %3 vest in March 2012.

The notional units, other than the transition awards, granted under the amended L TIP cliff-vest three years after the grant
date. The final number of notional units that will vest, if any, at the end of the three year vesting period will be based on the
Company's achievement of target levels of relative TSR, which is the change in the value of an investment in the Company's
common stock, including reinvestment of dividends, compared to that of a peer group of companies during the performance
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10. Long-Term Incentive Plan (Continued)

period. The total number of notional units vesting could equal up to a maximum 150% of the number of notional unitsin the
executives accounts on the vesting date for that award, depending on the level of achievement of target levels of TSR during
the measurement period.

For new awards granted under the amended L TIP, we record compensation expense ratably from the grant date through
the end of the performance period based on the grant date fair value. Compensation expense is recognized regardless of
whether the TSR market condition is satisfied, provided that the L TIP participant remains employed by the Company. The
fair value of the outstanding notional units at June 30, 2010, $2.0 million, is based upon a Monte Carlo simulation model,
which encompasses estimated TSR during the performance period compared to the estimated TSR of the peer companies.

In calculating the fair value of the award, the Monte Carlo simulation model utilizes multiple input variables over the
performance period in order to determine the probability of satisfying the TSR market condition stipulated in the award. The
Monte Carlo simulation model computed simulated TSR for the Company and for its peer companies during the remaining
time in the performance period with the following inputs: (i) stock price on the measurement date (ii) expected volatility;

(i) risk-free interest rate; (iv) dividend yield and (v) correlations of historical common stock returns between the Company
and the peer companies and among the peer companies. Expected volatilities utilized in the Monte Carlo model are based on
historical volatility of the Company's and the peer companies' stock prices over a period equal in length to that of the
remaining vesting period. Therisk-free interest rate is derived from the U.S. Treasury yield curvein effect at the time of grant
with aterm equal to the performance period assumption at the time of grant.

The calculation of simulated TSR under the Monte Carlo model for the remaining time in the performance period
included the following assumptions:

Six months
ended
June 30, 2010
Weighted average risk free rate of return 0.9%
Dividend yield 9.4%
Expected volatility—Company 45%
Expected volatility—peer companies 30 - 60%
Weighted average remaining measurement period 1.8 years

11. Basic and diluted earnings (loss) per share

Basic earnings (loss) per share is calculated by dividing net income (loss) by the weighted average common shares
outstanding during their respective period. Diluted earnings (loss) per share is computed including dilutive potential shares as
if they were outstanding shares during the year. Dilutive potential shares include shares that would be issued if al of the
convertible debentures were converted into shares at January 1, 2009. Dilutive potential shares also include the weighted
average number of shares, as of the date such notional units were granted, that would be issued if the unvested notional units
outstanding under the LTIP were vested and redeemed for shares under the terms of the LTIP.

Because we reported aloss for the six month period ended June 30, 2010 and the three and six month periods ended
June 30, 2009, the effect of including potentially dilutive sharesin the calculation during those periods is anti-dilutive.
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The following table sets forth the weighted average number of shares outstanding and potentially dilutive shares utilized
in per share calculations for the three and six month periods ended June 30, 2010 and 2009:

Three months Six months
ended ended
June 30, June 30,
2010 2009 2010 2009

Basic shares outstanding 60,481 60,600 60,443 60,769
Dilutive potential shares:

Convertible debentures 11,473 4,839 11,473 4,839

LTIP notional units 409 539 402 425
Potentially dilutive shares 72,363 65,978 72,318 66,033

12. Segment and related infor mation
We have six reportable segments: Path 15, Auburndale, Lake, Pasco, Chambers and Other Project Assets.

We analyze the performance of our operating segments based on Project Adjusted EBITDA which is defined as project
income less interest, taxes, depreciation and amortization (including non-cash impairment charges) and changesin fair value
of derivative instruments. Project Adjusted EBITDA is not a measure recognized under GAAP and does not have a
standardized meaning prescribed by GAAP and is therefore unlikely to be comparable to similar measures presented by other
companies. We use unaudited Project Adjusted EBITDA to provide comparative information about project performance
without considering how projects are capitalized or whether they contain derivative
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contracts that are required to be recorded at fair value. A reconciliation of project income to Project Adjusted EBITDA is
included in the table below.

Other
Project Un-allocated
Path 15 Auburndale Lake Pasco Chambers Assets Corporate Consolidated

Three month period ended June 30, 2010:
Operating revenues $ 779 % 19510 $ 1782 $ 273 $ — 3 - $ - $ 47904
Segment assets 213275 120,929 115,822 40,620 - 8322 363,557 862,525
Goodwill 8918 — — — — 3535 — 12453
Project Adjusted EBITDA $ 7062 $ 10431 $ 729§ 1002 § 4141 § 851 § - 38526
Changein fair value of derivative instruments — 597 (1,709) — (207) 1529 — 210
Depreciation and amortization 2,095 4950 2,267 746 839 5,699 - 16,5%
Interest, net 30% 415 @) — 1,651 939 — 6,007
Other project (income) expense — — — — 204 (122) — 82
Project income 1871 4469 6,745 256 1,654 546 — 15541
Interest, net — - - — — — 2,518 2518
Administration — — — — — — 3843 3,843
Foreign exchange gain — - — — — — 4224 4224
Other income, net — — — — — — (26) (26)
Lossfrom operations before income taxes 1811 4469 6,745 256 1,654 546 (10,559) 4982
Income tax expense (benefit) 990 — — — — — 2,628 3,618
Net loss $ 8L $ 4469 § 6745 $ 2% $ 164 $ 56 § (13187) $ 1364

Project Un-allocated

Path 15 Auburndale Lake Pasco Chambers Assts Corporate Consolidated

Three month period ended June 30, 2009:
Operating revenues $ 718 $ 18263 $ 15239 $ 30600 $ - $ - $ - 3 4,210
Segment assets 225,167 144,228 125381 44671 — 3215 331,261 873,923
Goodwill 8918 - - - — — — 8918
Project Adjusted EBITDA $ 6%31 § 10386 $ [AZA 01 $ (L128) $ 912 $ - 3 33985
Changein fair value of derivative instruments — — — — (1,020 (1312) — (2321)
Depreciation and amortization 2115 4949 2,111 47 844 5990 — 17422
Interest, net 3221 693 — 3 2,015 2,555 — 8487
Other project (income) expense (1,229) — 61 (25) 207 (78) — (1,064)
Project income 2,824 4744 4,885 176 (3184) 2,016 — 11461
Interedt, net — — — - — — 10,553 10,553
Adminigtration — — — — — — 3105 3105
Foreign exchange gain — — — - — — 12,929 12,929
Other income, net — — — — — — (14) (14)
L ossfrom operations before income taxes 2824 4744 4885 176 (3.184) 2016 (26,573) (15,112)
Income tax expense (benefit) — — — — — — (4,383) (4,383)
Net loss $ 284§ 474§ 4885 § 17 $ (3184) $ 2016 $ (210) $ (10,729)
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Other
Project Un-allocated
Path 15 Auburndale Lake Pasco Chambers Asxts Corporate Consolidated

Six month period ended June 30, 2010:
Operating revenues $ 15313 $ 40037 $ 34083 $ 562 $ - 3 - $ - 3 95,125
Segment assets 213275 120929 115,822 40620 - 8322 363,557 862,525
Goodwill 8918 — — — — 3535 — 12453
Project Adjusted EBITDA $ 1415 § 19802 $§ 14612 § 2417 § 10129 $ 1620 $ - 11,215
Changein fair value of derivative ingruments — 4809 6,226 — (380) 2,074 — 12,729
Depreciation and amortization 4194 9,898 4536 1492 1,676 11,186 — 32,982
Interest, net 6,242 886 (6) — 3327 1429 — 11,878
Other project (income) expense — — — — 403 (122) — 281
Project income 3679 4209 3,856 925 5103 1633 — 19405
Interedt, net — — — — — — 5312 5312
Adminigtration — — — — — — 7943 7943
Foreign exchange gain — — — — — — 2432 2432
Other income, net — — — — — — (26) (26)
L ossfrom operations before income taxes 3679 4209 3,856 925 5103 1,633 (15,661) 3744
Income tax expense (benefit) 1,739 — — — — — 6,752 8491
Net loss $ 1940 $ 4209 $ 3856 $ % 3 5103 § 168 $ (22413) § (4747

Other

Project Un-allocated

Path 15 Auburndale Lake Pasco Chambers Asxts Corporate Consolidated

Six month period ended June 30, 2009:
Operating revenues $ 15416 $ 379%9 $ 3104 § 515 § - 3 - $ - 3 90,304
Segment assets 225,167 144228 125,381 4,671 - 3215 331,261 873923
Goodwill 8918 — — — — — — 8918
Project Adjusted EBITDA $ 13833 § 18547 § 15620 $ 289 $ 504 § 19161 $ - 75,055
Changein fair value of derivative instruments — — — — (1,524) 935 — (589)
Depreciation and amortization 4311 9,882 5,566 1494 1,687 12,065 — 35,005
Interest, net 6,444 1314 (6) #) 4,029 3875 — 15613
Other project (income) expense (1,229) — 62 (25) 410 (187) — (969)
Project income 4307 7,351 9,999 1443 422 2473 — 25,995
Interedt, net — — — — — — 20,170 20,170
Adminigtration — — — — — — 5,484 5484
Foreign exchange gain — — — — — — 9,506 9,506
Other income, net — — — — — — (30) (30)
L ossfrom operations before income taxes 4307 7,351 9,999 1443 422 2473 (35,130) (9.135)
Income tax expense (benefit) — — — — — — (2,649) (2,649)
Net loss $ 4307 $ 73l $ 9999 § 148 § 42 § 2413 § (32481) § (6,486)
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The consolidated financial statements of Selkirk Cogen Partners, L.P. and its subsidiary for the years ended December 31,
2009 and 2008, are presented herein without the related report of independent accountants.
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(in thousands of dollars)

Assets

Current assets
Cash and cash equivalents
Restricted cash
Accounts receivable
Inventory
Derivative contracts
Other assets

Total current assets

Restricted cash
Derivative contracts

Property and equipment, net of accumulated depreciation of $201,614 and $188,617,

respectively

Deferred financing costs, net of accumulated amortization of $15,633 and $15,134,

respectively
Other assets
Total assets
Liabilitiesand Partners Capital
Current liabilities
Current portion of long-term debt
Accounts payable
Dueto affiliates
Accrued property taxes
Other accrued liabilities
Derivative contracts
Total current liabilities
L ong-term debt
Derivative contracts
Other liabilities
Total liabilities
Commitments and contingencies

Partners' capital
General partners
Limited partners

Total partners' capital
Total liabilities and partners capital

The accompanying notes are an integral part of these consolidated financial statements.

Consolidated Balance Sheets

December 31, 2009 and 2008
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2009 2008
$ 4,038 4,457
5,299 6,760
22,990 22,819
722 3,793
12,852 19,434
1,747 1,700
47,648 58,063
30,723 34,584
40,564 39,952
179,466 192,396
658 1,157
4,424 4,764
$ 303483 331,816
$ 44579 43,905
12,941 16,079
216 120
4,203 2,050
3,860 4,742
1,507 2,154
67,396 69,050
84,474 129,053
4,208 4,413
129 1,333
156,207 203,849
1,418 1,228
145,858 126,739
147,276 127,967
$ 303483 331,816




Selkirk Cogen Partners, L.P. and Subsidiary
Consolidated Statements of Operations

Y ears Ended December 31, 2009 and 2008

(in thousands of dollars) 2009 2008
Operating revenues
Energy $ 97,316 $ 182,175
Capacity 86,341 106,933
Commodity sales 44,585 60,219
Transmission 11,080 11,038
Total operating revenues 239,322 360,365
Operating expenses
Fuel 89,567 180,822
Operations and maintenance 25,739 19,264
Commodity cost of sales 34,339 46,651
Transmission 8,636 12,191
General and administrative 5,291 5,344
Depreciation 12,997 13,112
Unrealized |oss on derivative contracts 5,208 55,882
Total operating expenses 181,777 333,266
Operating income 57,545 27,099
Other income (expense)
Interest income 1,009 1,835
Interest expense (15,321) (19,379)
Net income $ 43233 3 9,555

The accompanying notes are an integral part of these consolidated financial statements.
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Y ears Ended December 31, 2009 and 2008

General Limited

(in thousands of dallars) Partners Partners Total

Partners capital at December 31, 2007 $ 270 % 32030 $ 32,300
Implementation of fair value guidance (Note 7) 1,269 125,385 126,654
Net income 96 9,459 9,555
Capital distributions (407) (40,135) (40,542)
Partners capital at December 31, 2008 1,228 126,739 127,967
Net income 433 42,800 43,233
Capital distributions (243) (23,681) (23,924)
Partners capital at December 31, 2009 $ 1418 $ 145858 $ 147,276

The accompanying notes are an integral part of these consolidated financial statements.
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Y ears Ended December 31, 2009 and 2008

(in thousands of dollars)
Cash flows from operating activities
Net income
Noncash itemsincluded in net income:
Depreciation
Amortization of deferred financing costs
Amortization of deferred revenue
Accretion of asset retirement obligation
Unrealized loss on derivative contracts
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Other assets
Accounts payable
Due to affiliates
Accrued property taxes
Other accrued liahilities
Other liabilities
Net cash provided by operating activities
Cash flows from investing activities
Decreasein restricted cash
Capital expenditures
Net cash provided by investing activities
Cash flows from financing activities
Repayment of long-term debt
Capital distributions
Cash used in financing activities
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents

Beginning of year

End of year

Supplemental disclosur e of cash flow information
Cash paid for interest

Noncash investing activities

Capital expenditures which were accrued but not paid
Capital expenditures previously accrued which were paid

The accompanying notes are an integral part of these consolidated financial statements.
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2009 2008
$ 43233 9,555
12,997 13,112
499 626
— (354)
8 6
5,208 55,882
(964) 3,926
4,045 2,233
112 80
(3,138) 905
% (162)
941 (1,950)
(870) 668
— (1,179)
62,167 83,348
5,322 1,501
(79) (695)
5,243 896
(43,905) (42,998)
(23,924) (40,542)
(67,829) (83,540)
(419) 704
4,457 3,753
$ 4,038 4,457
$ 14,809 18,449
$ — 12
$ 12 550




Selkirk Cogen Partners, L.P. and Subsidiary
Notesto Consolidated Financial Statements

December 31, 2009 and 2008
1. Organization and Business

Selkirk Cogen Partners, L.P. was organized on December 15, 1989 as a Delaware limited partnership. Selkirk Cogen
Funding Corporation (the "Funding Corporation"), awholly-owned subsidiary of Selkirk Cogen Partners, L.P. (collectively,
the "Partnership™), was organized for the sole purpose of facilitating financing activities of the Partnership and has no other
operating activities (Note 4).

The managing general partner of the Partnership is IMC Selkirk, LLC ("IMC Selkirk" or the "Managing General
Partner"). The other general partner of the Partnership (together with IMC Selkirk, the "General Partners") is RCM
Selkirk GP, Inc. ("RCM Selkirk GP"). The limited partners of the Partnership (the "Limited Partners", and together with the
General Partners, the "Partners') are IMC Selkirk, PentaGen Investors, L.P. ("PentaGen"), Teton Selkirk, LLC ("Teton
Selkirk") and RCM Selkirk, L.P. ("RCM Selkirk LP").

The general and limited partners and their respective equity interests are as follows:

Interest(1)
Preferred Original Residual
Partners Affiliated With 0) (ii) (i)
General Partners
IMC Selkirk Cogentrix Energy, LLC and EIF 0.09% 1.00% 0.81%
Calypso, LLC(2)
RCM Selkirk GP Robert C. McNair and Family 1.00% 0.00% 0.22%
Limited Partners
IMC Selkirk Cogentrix Energy, LLC and EIF 1.95% 21.40% 17.33%
Calypso, LLC(2)
PentaGen Cogentrix Energy, LLC, EIF 5.25% 57.60% 46.66%
Calypso, LLC(2), and Osaka Gas
Energy America Corporation
Teton Selkirk Atlantic Power Holdings, LLC 13.55% 20.00% 17.70%
RCM Selkirk LP Robert C. McNair and Family 78.16% 0.00% 17.28%

(1) Percentagesindicate the interest of (i) each of the Partnersin certain priority distributions of available cash of the
Partnership, up to fixed semi-annual amounts (the "Level | Distributions"), (ii) IMC Selkirk, PentaGen and Teton
Selkirk in 99% of distributions of the remaining available cash of the Partnership; and (iii) each of the Partnersin the
residual tier of interestsin cash distributions after the initial 18-year period following the commercia operation of
Unit 2 (August 2012 or, if later, the date when all Level | Distributions have been paid).

(2) Prior to November 2007, Cogentrix Energy, LLC ("CELLC"), indirectly owned 100% of the general and limited
partner interests of IMC Selkirk and 50% of the limited partner interest of PentaGen. In November 2007, CELLC
transferred 100% of its ownership interest in IMC Selkirk and 99.5712% of its ownership interest in PentaGen to
Calypso Energy Holdings LLC ("Calypso"). Subsequent to the transfer, CELL C sold an 80% interest in Calypso to
EIF Calypso, LLC, aDelaware limited liability company managed by Energy Investor Funds ("EIF"), a private equity
fund manager, resulting in CELLC holding a 20% membership interest.

The Managing General Partner is responsible for managing and controlling the business and affairs of the Partnership,
subject to certain powers which are vested in the management committee of the Partnership (the "Management Committee")
under the Partnership Agreement. Each General Partner
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1. Organization and Business (Continued)

has a voting representative on the Management Committee, which, subject to certain limited exceptions, acts by unanimity.
Thus, the General Partners, and principally the Managing General Partner, exercise control over the Partnership. IMCS |
Management, LLC ("JMCS | Management"), an affiliate of the Managing General Partner and wholly-owned subsidiary of
CELLC, isacting as the project management firm (the "Project Management Firm") for the Partnership, and as such is
responsible for the implementation and administration of the Partnership's business under the direction of the Managing
General Partner. Upon the occurrence of certain events specified in the Partnership Agreement, RCM Selkirk GP may assume
the powers and responsibilities of the Managing General Partner and of the Project Management Firm. Under the Partnership
Agreement, each Genera Partner other than the Managing General Partner may convert its general partnership interest to that
of aLimited Partner. Under terms of the limited liability agreement of Calypso, (the "Calypso LLC Agreement”), EIF
indirectly has the power to control the Managing General Partner, subject to certain restrictions contained in the Calypso LLC
Agreement.

The Partnership was formed for the purpose of constructing, owning and operating a natural gas- fired, combined-cycle
cogeneration facility located on a 15.7 acre site leased from Saudi Basic Industries Corporation ("SABIC") in Bethlehem,
New York (the "Facility"). The Facility has atotal electric generating capacity of 345-megawatts ("MW") with a maximum
average steam output of 400,000 pounds per hour ("lbs/hr"). The Facility consists of one unit ("Unit 1") with an electric
generating capacity of approximately 79.9 MW and a second unit ("Unit 2") with an electric generating capacity of
approximately 265.0 MW (collectively, the "Units"). The Units have been designed to operate independently for electrical
generation, while thermally integrated for steam generation. Unit 1 commenced commercial operations on April 17, 1992 and
Unit 2 commenced commercial operations on September 1, 1994.

The Partnership had along-term contract with Niagara Mohawk Power Corporation ("Niagara Mohawk") for the sale of
electric capacity and energy produced by Unit 1, which expired June 30, 2008 ("Amended and Restated Niagara Mohawk
Power Purchase Agreement"). The Partnership has a long-term contract with Consolidated Edison Company of New
York, Inc. ("Con Edison") for the sale of electric capacity and energy produced by Unit 2. The Partnership has along-term
contract with SABIC for the sale of steam produced by the Facility and delivered to SABIC Innovative Plastics, ("SABIC
IP"), asubsidiary of Saudi Basic Industries Corporation. The Facility uses natural gas purchased principally from Canadian
suppliers under long-term gas supply contracts as its primary fuel input.

The Facility is certified by the Federal Energy Regulatory Commission as a qualifying facility ("Qualifying Facility")
under the Public Utility Regulatory Policy Act of 1978, as amended ("PURPA"). As a Qualifying Facility, the prices charged
for the sale of energy and steam are not regulated. Certain fuel supply and transportation agreements entered into by the
Partnership are also subject to regulation on the federal and provincial levelsin Canada. The Partnership has obtained all
material Canadian governmental permits and authorizations required for its operation.
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Basis of Presentation

The Partnership is required to consolidate an entity for which it absorbs a majority of the entity's expected losses,
receives amajority of the entity's expected residual returns, or both, as aresult of ownership, contractual or other financial
interest in the entity.

The Partnership determines whether it is the primary beneficiary of avariable interest entity ("VIE") by first performing
aqualitative analysis of the VIE that includes areview of, among other factors, its capital structure, contractual terms, which
interests create or absorb variability, related party relationships and the design of the VIE. For purposes of allocating aVIE's
expected losses and expected residual returnsto its variable interest holders, the Partnership utilizes the "top down" method.
Under that method, the Partnership calculates its share of the VIE's expected losses and expected residual returns using the
specific cash flows that would be allocated to it, based on contractual arrangements and/or the Partnership's position in the
capital structure of the VIE, under various probability-weighted scenarios.

The Funding Corporation was determined to be a VIE. Based on an analysis performed, Selkirk Cogen Partners, L.P.
was deemed to be the primary beneficiary. Asaresult, Funding Corporation isincluded in the Partnership's consolidated
financial statements. All material intercompany transactions have been eliminated.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the
United States of America ("GAAP") requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent liabilities as of the date of the consolidated financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of short-term, highly liquid investments with original maturities of three months or
less.

Restricted Cash

Restricted cash includes both cash and cash equivalents that are held in accounts restricted for debt service, major
maintenance and other specifically designated accounts under a deposit and disbursement agreement ("Depositary
Agreement"). Restricted cash associated with transactions expected to occur beyond one-year are classified as long-term. All
other restricted accounts are classified as current assets.

Inventory

Spare parts are valued at the lower of average cost or market and consist of Facility equipment components and
maintenance supplies required to be maintained in order to facilitate maintenance activities. Spare parts which are expected to
be utilized during the next year are classified as current in
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the accompanying consolidated balance sheets. Spare parts of approximately $3,523,000 and $4,497,000 which are not
expected to be utilized within the next year are classified as long-term and included in other assets in the accompanying
consolidated balance sheets at December 31, 2009 and 2008, respectively.

The Partnership performs periodic assessments to determine the existence of obsolete, slow- moving and non-usable
spare parts and records necessary provisions to reduce such inventories to net realizable value.

Emission Allowances

Emission allowances are valued under the weighted average costing method subject to the lower of cost or market
principle. In applying the lower of cost or market principle, areduction in the carrying value is not recognized so long as the
Partnership will recover/pass-through the cost in its operating margin.

The historical cost of emission allowancesis calculated as follows:

*  Granted from regulatory body—emission allowances obtained via grants are not assigned any value by the
Partnership as their cost is zero.

e Acquired as part of an acquisition—emission allowances are recorded at fair value as of the acquisition date,
subject to pro ratareduction if overall purchase price isless than the entity's fair value.

e Purchased from third parties—emission allowances that are transferable and can be purchased or sold in the normal
course of business are recorded at cost.

At December 31, 2009, the Partnership has accrued approximately $461,000 in emission allowances which are classified
as current and included in other liabilities in the accompanying consolidated balance sheets.

Derivative Contracts

In accordance with guidance on accounting for derivative instruments and hedging activities all derivatives should be
recognized at fair value. Derivatives or any portion thereof, that are not designated as, and effective as, hedges must be
adjusted to fair value through earnings. Derivative contracts are classified as either assets or liabilities on the consolidated
balance sheets. Certain contracts that require physical delivery may qualify for and be designated as normal purchases/normal
sales. Such contracts are accounted for on an accrual basis.

Fair Value M easurements
In September 2006, the Financial Accounting Standards Board ("FASB") issued guidance that defines fair value,
provides guidance for measuring fair value and requires certain disclosures. This guidance does not require any new fair

value measurements, but rather applies to all other accounting pronouncements that require or permit fair value
measurements.
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A fair value hierarchy was established that prioritizes the inputs to val uation techniques used to measure fair value. The
hierarchy gives the highest priority to unadjusted quoted pricesin active markets for identical assets or liabilities (level 1
measurements) and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair value
hierarchy are described below:

. Level 1: Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or
liahilities.
. Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or

indirectly. These include quoted prices for similar assets or liabilities in active markets and quoted
pricesfor identical or similar assets or liabilities in markets that are not active.

. Level 3: Unobservable inputs that reflect the reporting entity's own assumptions.

A financia instrument's level within the fair value hierarchy is based on the lowest level of any input that is significant
to the fair value measurement (Note 7). Upon implementation of this guidance, the Partnership recognized an approximate
$126.7 million gain on January 1, 2008, on its gas supply contracts, as an adjustment to retained earnings.

In February 2008, the FASB issued a one-year deferral for non-financial assets and liabilities to comply with issued fair
value guidance. As of December 31, 2009, the Partnership does not have any non-financial assets or liabilities remeasured at
fair value on arecurring basis.

Property and Equipment

Property and equipment are recorded at cost, net of accumulated depreciation. Expenditures for major additions and
improvements are capitalized and minor replacements, maintenance, and repairs are charged to expense as incurred. When
property and equipment are retired or otherwise disposed of, the cost and accumulated depreciation are removed from the
accounts and any resulting gain or loss isincluded in the consolidated results of operations for the respective period.
Depreciation is provided over the estimated useful lives ("EUL") of the related assets using the straight-line method.
Capitalized modifications to leased properties are depreciated using the straight-line method over the shorter of the lease term
or the asset's estimated useful life (Note 3).

The Partnership's depreciation is based on the Facility being considered as a single property unit. Certain components of
the Facility will require replacement or overhaul several times over its estimated life. Costs associated with overhauls are
recorded as an expense in the period incurred. However, in instances where replacement of a Facility component is significant
and the Partnership can reasonably estimate the original cost of the component being replaced, the Partnership will write-off
the replaced component and capitalize the cost of the replacement. The component will be depreciated over the lesser of the
EUL of the component or the remaining useful life of the Facility.

The Partnership reviews the carrying value of property and equipment for impairment whenever events and
circumstances indicate that the carrying value of property and equipment may not be recoverable from the estimated future
cash flows expected to result from its use and eventual disposition. In cases where undiscounted expected future cash flows
are less than the carrying value, an impairment loss is recognized equal to an amount by which the carrying value exceeds the
fair value of
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property and equipment. The factors considered by management in performing this assessment include current operating
results, trends and prospects, the manner in which the property and equipment is used, and the effects of obsolescence,
demand, competition, and other economic factors.

Deferred Financing Costs

Deferred financing costs, which consist of the costsincurred to obtain financing, are deferred and amortized into interest
expense in the accompanying consolidated statements of operations using the effective interest method over the term of the
relaed financing (Note 4).

Asset Retirement Obligations

Asset retirement obligations, including those conditioned on future events, are recorded at fair valuein the period in
which they are incurred, if a reasonable estimate of fair value can be made. The associated asset retirement costs are
capitalized as part of the carrying amount of the related long-lived asset in the same period. In each subsequent period, the
liahility is accreted to its present value and the capitalized cost is depreciated over the EUL of the long-lived asset. If the asset
retirement obligation is settled for other than the carrying amount of the liability, the Partnership recognizes a gain or loss on
settlement. The Partnership recognized an asset retirement obligation at December 31, 2009 and 2008 of approximately
$128,000 and $120,000, respectively. This obligation isincluded in other liabilities and represents the costs the Partnership
would incur to perform environmental clean-up or remove certain portions of the Facility.

Revenue Recognition

Revenues from the sale of energy and steam are recorded based on monthly output delivered as specified under
contractual terms or current market conditions and are recorded on a gross basis on the accompanying consolidated
statements of operations as energy and steam revenues, respectively, with the associated costs recorded in fuel and
transmission expenses.

The Partnership's long-term gas supply contracts are not designated as, nor do they qualify as, held for trading purposes.
Thus, the related realized gains and |osses on these derivative contracts are reported in the accompanying statement of
operations.

Revenues from the sale of gas are recorded in the month sold and take place in the form of (i) short-term transactions
whereby the Partnership resellsits firm natural gas supply volumes when Unit 1 or Unit 2 is dispatched off-line or at less than
full capacity ("Gas Resales"), and (ii) short-term transactions whereby the Partnership attempts to lower the cost of natural
gas delivered to the Facility by reselling certain of its firm natural gas supply volumes and purchasing replacement gas supply
volumes at lower pricesin the spot market, to meet the Facility's scheduled operation ("Gas Supply Cost Mitigation™). Gas
Resales are recorded on a gross basis on the accompanying consolidated statements of operationsin commodity sales, with
the associated costs recorded in commodity cost of sales. Gas Resales are recorded on a gross basis because the Partnership's
decision to sell itsfirm natural gas supply is primarily driven by the dispatch of the Facility. Gas Supply Cost Mitigation is
included on a net basisin fuel expense on the accompanying consolidated statements of operations
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based on the premise that the Partnership's decision to sell its firm natural gas supply is primarily driven by the intent to lower
the cost of natural gas delivered to the Facility for scheduled operation.

Income Taxes

As a partnership, the income tax effects accrue directly to the partners, and each partner isindividually responsible for
its share of the combined income or loss. Accordingly, no income tax provision is recorded in the accompanying consolidated
statements of operations.

Reclassifications

Certain reclassifications have been made to the prior year's consolidated financial statements to conform to the current
year presentation. These reclassifications had no effect on the previously reported results of operations or partners capital.

Subsequent Events
The Partnership evaluated subsequent events through March 12, 2010.
Recent Accounting Pronouncements

Effective July 1, 2009 the Partnership adopted the Accounting Standards Codification ("ASC") issued by the FASB. The
ASC does not change GAAP, but instead takes the numerous individual accounting pronouncements that previously
constituted GAAP and reorganizes them into approximately 90 accounting topics, which are then broken down into subtopics,
sections and paragraphs. Theintent isto simplify user access to authoritative GAAP by providing all of the guidance related
to aparticular topic in one place. ASC supersedes all previously existing non-Security and Exchange Commission or
non-grandfathered accounting and reporting standards. The adoption of ASC did not have any impact on the Partnership's
consolidated financial statements.

In June 2009, the FASB issued guidance to revise the approach to determine when a VI E should be consolidated. The
new consolidation model for VIEs considers whether the Partnership has the power to direct the activities that most
significantly impact the VIE's economic performance and shares in the significant risks and rewards of the entity. The
guidance on VIEs requires companies to continually reassess VIEs to determine if consolidation is appropriate and provide
additional disclosures. The guidance is effective for the Partnership's fiscal year beginning January 1, 2010. The Partnership
expects the adoption of this guidance will have no material impact onitsfinancial statements.
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Property and equipment consisted of the following components as of December 31:

(in thousands of dollars) 2009 2008
Facility $ 376,635 $ 377,065
Facility improvements 493 71
L easehold improvements 353 353
Machinery and equipment 929 876
Computer systems 2,358 2,336
Office equipment 312 312
381,080 381,013
Less: Accumulated depreciation (201,614) (188,617)

$ 179466 $ 192,396

The EULsfor significant property and equipment categories are as follows:

Facility 30 years
Facility improvements 10- 30 years
L easehold improvements L esser of lease term or asset's EUL
Machinery and equipment 5-15years
Computer systems 3-5years
Office equipment 5years

4. Long-term Debt
Long-term debt consisted of the following components as of December 31:

(in thousands of dollars)

Asof December 31, 2009 For the Year Ended December 31, 2009
Commitment Due Balance Interest Commitment Letter of
Description Amount Date Outstanding Expense Fees Credit Fees
2012 Bondg(1) $ 129,053 6/26/12 $ 129053 $§ 14446 N/A N/A
Credit Agreement(2)
Working Capital Loan 21,075 6/30/12 - 9 108 N/A
Letter of Credit Facility
Fuel Supply 10,000 6/30/12 N/A NA § 100
Fuel Management 5,000 6/30/12 N/A N/A 51
Gas Trangportation 2,925 6/30/12 N/A N/A 30
129,053
Less: Current portion 44519
$ 84474
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(in thousands of dollars)

As of December 31, 2008 For the Year Ended December 31, 2008
Commitment Due Balance Interest Commitment Letter of
Description Amount Date Outstanding Expense Fees Credit Fees
2012 Bonds(1) $ 172,958 6/26/12 $ 172958 $§ 18449 N/A N/A
Credit Agreement(2)
Working Capital Loan 22,075 6/30/12 = — 3 108 N/A
Letter of Credit Facility
Fuel Supply 10,000 6/30/12 — N/A NA $ 108
Fuel Management 5,000 6/30/12 — N/A N/A 50
(Gas Transportation 2,925 8/3/09 — N/A N/A 29
CO? Allowance Auction 5,000 1/2/09 — N/A N/A 4
172,958
Less: Current portion 43,905
$ 129,053

)

@)

The 2012 bonds were issued by the Funding Corporation on May 9, 1994 (*2012 Bonds") and are pledged by
substantially all of the assets of the Partnership and are non-recourse to the individual Partners. The obligations of the
Funding Corporation with respect to the 2012 Bonds are unconditionally guaranteed by the Partnership. The trust
indenture restricts the ability of the Partnership to make distributions to the Partners under certain circumstances.
Interest isfixed at 8.98% with interest payments due semi-annually on June 26 and December 26. Principal payments
commenced on December 26, 2007, and are payable semi-annually thereafter.

The Partnership has a credit agreement for $45,000,000, which is available to the Partnership for working capital
purposes, including the provision of letters of credit (the "Credit Agreement"). Outstanding balances of loans under
the Credit Agreement bear interest at a rate equal to, at the Partnership's option, either (i) a base rate equal to the
greater of (x) the sum of the federal funds rate plus 0.50% and (y) the prime rate publicly announced by Citizens Bank
of Massachusetts, payable quarterly in arrears, or (ii) LIBOR plus 1.00% (increased to 1.25% if the Partnership's
credit rating from Standard & Poor's ("S& P") falls below BBB-), payable at the end of the applicable interest period
(or quarterly for interest periods of more than three months). As of December 31, 2009 and 2008, the Partnership has
issued letters of credit totaling approximately $17,925,000 and $22,925,000 to support obligations under certain of the
Partnership's fuel related agreements (Note 9), respectively.

Included in other accrued liabilities at December 31, 2009 and 2008 was approximately $188,000 and $265,000 of
accrued interest expense, respectively.
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Future minimum principal repayments as of December 31, 2009 are as follows:

(in thousands of dollars)

2010 $ 44,579
2011 55,070
2012 29,404

$ 129053

The Partnership is subject to various operational and financial covenants. As of December 31, 2009 the Partnership had
not complied with certain covenants related to the 2012 Bonds and the credit agreement. The Partnership subsequently cured
these covenant violations in January 2010.

5. Operating L eases

The Partnership leases certain equipment, land and buildings under non-cancelable operating leases expiring at various
dates through 2014. For the years ended December 31, 2009 and 2008, the Partnership incurred | ease expense of
approximately $1,002 and $1,003, respectively, which isincluded in operations and maintenance expense and general and
administrative expense in the accompanying consolidated statements of operations.

Future minimum lease payments under the terms of the non-cancel able operating leases, as of December 31, 2009, are as
follows:

(in thousands of dollars)

2010 $ 1001
2011 1,000
2012 1,000
2013 1,000
2014 667

$ 4668

6. Payment in Lieu of Taxes

In October 1992, the Partnership entered into a Payment in Lieu of Taxes ("PILOT") agreement with the Town of
Bethlehem Industrial Development Agency ("IDA"), acorporate governmental agency which exempts the Partnership from
certain property taxes. The agreement commenced on January 1, 1993, and will terminate on December 31, 2012. The
Partnership amended the PILOT agreement effective January 1, 2010; as aresult payments are due monthly in 2010 and
semi-annually thereafter. The Partnership which recognizes PILOT payments on a straight-line basis over the term of the
agreement expensed $2,920,000 for each of the years ended December 31, 2009 and 2008 which isincluded in general and
administrative expense in the accompanying consolidated statements of operations.
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As of December 31, 2009, the future payments remaining under the PILOT are as follows:

(in thousands of dollars)

2010 $ 4,203
2011 4,300
2012 4,400

$ 12903

7. Fair Value of Financial | nstruments

The Partnership's natural gas supply contracts are accounted for as derivative contracts (Note 2). The Partnership uses a
valuation model to derive the fair value of its derivative contracts based upon the present value of known or estimated cash
flows taking into consideration multiple inputs including commaodity prices, volatility factors and discount rates, as well as
counterparty credit ratings and credit enhancements. The model used reflects the contractual terms of, and specific risks
inherent in, the contracts as well as the availability of pricing information in the market. Where possible, the Partnership
verifies the values produced by its pricing model to market transactions. Due to the fact that the Partnership's contracts trade
in less liquid markets, model selection requires significant judgment because such contracts tend to be more complex and
pricing information is less available in these markets. Price transparency is inherently more limited for more complex
structures because of the nature, location and tenor of the arrangement, which requires additional inputs such as correlations
and volatilities. In addition to model selection, management makes significant judgments based upon the Partnership's
proprietary views of market factors and conditions regarding price and correlation inputs in unobservabl e periods and
adjustments to reflect various factors such as liquidity, bid/offer spreads and credit considerations. If available, these
adjustments are based on market evidence.

The Partnership adjusts the inputs to its valuation models only to the extent that changes in these inputs can be verified
by similar market transactions, third-party pricing services and/or broker quotes, or can be derived from other substantive
evidence such as empirical market data. In circumstances where the Partnership cannot verify the model to market
transactions, it is possible that a different valuation model could produce a materially different estimate of fair value.
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The following table sets forth the Partnership's financial assets and liabilities and other fair value measurements made on
arecurring basis by fair value hierarchy level at December 31, 2009:

Quoted
Pricesin
Active
Markets Significant Significant
for Identical Other Other
Assetsor Observable Unobservable
Liabilities Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Assets
Derivative contract $ — 3 — 3 53416 $ 53416
Liabilities
Derivative contract — — (5,805) (5,805)
$ — % — 3 47611 $ 47611

The following table sets forth a reconciliation of changesin the fair value of derivatives that are based on significant
unobservable inputs for the year ended December 31, 2009.

(in thousands of dollars)
Fair value of derivatives based on significant unobservable

inputsat January 1, 2009 $ 52819
Unrealized losses(1) (5,208)
Fair value of derivatives based on significant unobservable

inputs at December 31, 2009 $ 47611

The following table sets forth the Partnership's financial assets and liabilities and other fair value measurements made on
arecurring basis by fair value hierarchy level at December 31, 2008:

Quoted
Pricesin
Active
Markets Significant Significant
for Identical Other Other
Assetsor Observable Unobservable
Liabilities Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Assets
Derivative contract $ — % — 8 59,386 $ 59,386
Liabilities
Derivative contract — — (6,567) (6,567)
$ — 3 — 3 52819 $ 52,819

F-78




Selkirk Cogen Partners, L.P. and Subsidiary
Notesto Consolidated Financial Statements (Continued)
December 31, 2009 and 2008
7. Fair Value of Financial I nstruments (Continued)

The following table sets forth a reconciliation of changesin the fair value of derivatives that are based on significant
unobservable inputs for the year ended December 31, 2008.

(in thousands of dollars)
Fair value of derivatives based on significant unobservable

inputsat January 1, 2008(2) $ 108,701
Unrealized losses(1) (55,882)
Fair value of derivatives based on significant unobservable

inputs at December 31, 2008 $ 52,819

(1) Unrealized losses on derivative contracts are reflected in operating expenses in consolidated statements of
operations for the years ended December 31, 2009 and 2008. Each of the contracts contributing to the unrealized
loss was still held by the Partnership at December 31, 2009.

(2) Includes Day One gain of $126.7 million, recorded as an adjustment to retained earnings upon the adoption of fair
value guidance (Note 2).

The fair value of the 2012 Bonds as of December 31, 2009 and 2008 was $142,777,000 and $173,527,000, respectively.
The estimated fair values were based on a valuation model which discounts future cash flows produced by the 2012 Bonds at
arate determined by applying a spread based on the credit rating to the U.S. Treasury rates. Judgment isrequired in
interpreting market datato develop the estimates of fair value. Accordingly, the fair value estimates as of December 31, 2009
and 2008, are not necessarily indicative of amounts the Partnership could have realized in current markets.

The Partnership's additional financial instruments consist of cash and cash equivalents, restricted cash, accounts
receivable, accounts payable, due to affiliates, and accrued liabilities. These instruments approximate their fair values as of
December 31, 2009 and 2008 due to their short-term nature.

8. Concentration of Credit Risk

Credit risk istherisk of loss the Partnership would incur if counterparties fail to perform their contractual obligations
(including accounts receivable). The Partnership primarily conducts business with counterparties in the energy industry, such
as investor-owned utilities, energy trading companies, financial institutions, gas production companies and gas transportation
companies located in the United States and Canada. This concentration of counterparties may impact the Partnership's overall
exposure to credit risk in that its counterparties may be similarly affected by changes in economic, regulatory or other
conditions. The Partnership mitigates potential credit losses by dealing, where practical, with counterparties that are rated at
investment grade or better by amajor credit rating agency or have a history of reliable performance within the energy
industry.

As of December 31, 2009, the Partnership's credit risk is primarily concentrated with the following customers: Con
Edison, New Y ork Independent System Operator ("NY1SO"), Shell Energy North America (Canada) Inc. and ("Shell Energy
North America"). These counterparties provided 96% of the Partnership's revenues for the year ended December 31, 2009 and
accounted for approximately
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89% of the Partnership's accounts receivable balance at December 31, 2009. The Partnership also has credit risk concentrated
with counterparties who are contractually obligated to provide fuel supply and transportation (Note 9).

9. Commitmentsand Contingencies
Power Purchase Agreements

The Partnership has a power purchase agreement with Con Edison for aterm of 20-years that began on September 1,
1994, the date Unit 2's commercia operations commenced (the "Con Edison Power Purchase Agreement”). The Con Edison
Power Purchase Agreement provides Con Edison the right to schedule Unit 2 for dispatch on a daily basis at full capability,
partial capability or off-line. Con Edison's scheduling decisions are required to be based in part on economic criteria which,
pursuant to the governing rules of the NY SO, take into account the variable cost of the electricity to be delivered. The Con
Edison Power Purchase Agreement provides for Con Edison to make a monthly contract payment to the Partnership
consisting of four components: (i) capacity, (ii) fuel, (iii) O&M, and (iv) wheeling. The capacity payment, a portion of the
fuel payment, a portion of the O& M payment, and the wheeling payment are fixed and paid on the basis of the availability of
Unit 2 to operate, whether or not Unit 2 is dispatched on-line. The fixed charges are subject to reduction if Unit 2's average
availabhility is less than 90% for the four-month summer period (June through September) or is less than 80% during the rest
of the year. The variable portions of the fuel payment and O& M payment are payable based on the amount of electricity
produced by Unit 2 and delivered to Con Edison. The total fixed and variable fuel payment is capped at a ceiling price
established in accordance with the Con Edison Power Purchase Agreement. Payments from Con Edison may also include a
"savings component”, which is equal to one-half of the amount by which Unit 2's actual fixed and variable fuel commodity
and transportation costs are less than the ceiling price.

Steam Sale Agreements

The Partnership has a steam sales agreement, as amended, with SABIC for aterm of 20-years from the commercial
operations date of Unit 2 which may be extended under certain circumstances (the " Steam Sales Agreement”). The Steam
Sales Agreement may be terminated by the Partnership with a one-year advanced written notice upon the termination of the
power purchase agreement with Con Edison. The Steam Sales Agreement may also be terminated by SABIC with a 2-year
advanced written notice if the SABIC IP plant no longer has a requirement for steam. Pursuant to the Steam Sales Agreement
the Partnership is obligated to sell up to 400,000 Ibs/hr of the thermal output of Unit 1 and Unit 2 for use as process steam by
the SABIC IP plant adjacent to the Facility. The Partnership charges SABIC anominal price for delivered steam in an amount
up to the annual equivalent of 160,000 |bs/hr during each hour in which the SABIC IP plant isin production (the "Discounted
Quantity"). Steam sales in excess of the Discounted Quantity are priced at SABIC's avoided variable direct cost, subject to an
"annual true-up" to ensure that SABIC receives the annual equivalent of the Discounted Quantity at nominal pricing.

Under the Steam Sales Agreement, SABIC is obligated to purchase the minimum quantities of steam necessary for the
Facility to maintain its Qualifying Facility status (Note 1). In the event SABIC
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fails to meet the minimum purchase quantity, the Partnership may acquire title to the Facility site and terminate the operating
lease agreement with SABIC at no cost to the Partnership.

Supply and Transportation Agreements

The Unit 1 gas supply contract with Shell Energy North America has a 7-year term beginning November 1, 2005, and
gives the Partnership the right to purchase a maximum daily quantity of natural gas of 15,000 MMBtu at a commodity price
that adjusts, on a monthly basis, with changes in a specified market index for natural gas, and does not impose a minimum
contract volume purchase obligation on the Partnership. The Partnership also has a fuel management agreement with Shell
Energy North Americafor a 7-year period beginning November 1, 2005. The Partnership has posted two letters of credit in
the aggregate amount of $15,000,000 to support obligations under its agreements with Shell Energy North America (Note 4).

The Partnership entered into long-term contracts (collectively, the "Unit 1 Gas Transportation Contracts") for the
transportation of natural gas volumes generally used to operate Unit 1 on a firm basis with TransCanada Pipelines Limited
("TransCanada"), Iroquois Gas Transmissions System, L.P. ("Iroquois") and Tennessee Gas Pipeline Company
("Tennessee"). Each of the Unit 1 Gas Transportation Contracts has aterm of 20-years beginning November 1, 1992. In
conjunction with the restructuring of the long-term gas supply agreement generally used to supply natural gas to operate Unit
1, effective November 1, 2005, the Partnership permanently assigned the capacity under the Unit 1 Gas Transportation
Contract with TransCanada to Shell Energy North America.

To supply natural gas needed to operate Unit 2, the Partnership entered into 15-year gas supply agreements beginning
November 1, 1994 ("Original Unit 2 Gas Supply Contracts') with Imperial Oil Resources ("Imperial™), EnCana Corporation
("EnCana") and Canadian Forest Qil Ltd. ("CFOL"), (collectively, the "Unit 2 Gas Suppliers'), each on afirm basis. During
the fourth quarter of 2004, the Partnership restructured its agreements with the Unit 2 Gas Suppliers to modify the Original
Unit 2 Gas Supply Contracts and/or enter into new agreements for an extended term ("Restructured Unit 2 Gas Supply
Contracts"). As aresult of the restructuring, the Unit 2 Gas Suppliers will continue supplying gas to the Partnership for an
additional five-year period beginning November 1, 2009. The commodity price of natural gas under the Restructured Unit 2
Gas Supply Contracts adjusts, on amonthly basis, with changes in specified market indices for natural gas or a combination
of natural gas and oil. The Restructured Unit 2 Gas Supply Contracts allow for the Partnership to purchase a maximum daily
quantity of natural gas of 58,660 MM Btu with an average minimum contract volume purchase obligation of approximately
55% of the maximum daily quantity.

The Partnership entered into certain long-term contracts (collectively, the "Unit 2 Gas Transportation Contracts”) for the
transportation of natural gas volumes generally used to operate Unit 2 on a firm basis with TransCanada, Iroquois and
Tennessee. Each of the Unit 2 Gas Transportation Contracts has aterm of 20-years beginning November 1, 1994. Under one
of these agreements, the fuel transporter has exercised its right to require the Partnership to post letters of credit on an annual
basis. The Partnership has posted a letter of credit for approximately $2,925,000 U.S. dollars and two fuel suppliers, on behalf
of the Partnership, have posted letters of credit totaling approximately $8,769,000 Canadian dollars (Note 4). The Partnership
is obligated to reimburse the fuel
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suppliersfor all amounts related to obtaining and maintaining the letters of credit and, under certain circumstances, for any
amounts drawn upon the letters of credit.

Electric Transmission Agreements

The Partnership has an interconnection agreement with Niagara Mohawk to interconnect the power output from Unit 1
to Niagara Mohawk's electric transmission system through April 16, 2012. Payments under the interconnection agreement are
fixed at $39,000 per year, prorated for 2012.

The Partnership also has a 20-year firm transmission agreement with Niagara Mohawk to transmit the power output
from Unit 2 to Con Edison through August 31, 2014, with payment fixed at $5,702,000 per year. Co-terminus with this
agreement, the Partnership has an interconnection agreement with Niagara Mohawk to interconnect the power output from
Unit 2 to Niagara Mohawk's electric transmission system. Payments under this interconnection agreement are fixed at
$450,000 per year.

Operations and M aintenance Agreement

The Partnership has an operations and maintenance services agreement ("O&M Agreement") with General Electric
Company ("GE") whereby GE provides certain operation and maintenance services to the Facility through December 31,
2012. Payments under the O& M Agreement include, in addition to other payments, afixed payment of $235,000 annually
through the term of the O& M Agreement.

The Partnership aso has a multi-year maintenance program agreement ("MMP Agreement™) with GE. Under the MM P
Agreement the Partnership is obligated to purchase approximately $9,750,000 in parts and services by December 31, 2012.
As of December 31, 2009, the Partnership purchased approximately $13,216,000 in parts and services from GE under the
MMP Agreement.

Other

The Partnership experiences routine litigation in the normal course of business. Management is of the opinion that none
of thisroutine litigation will have a material adverse effect on the Partnership's consolidated financial position or results of
operations.

10. Related Parties

JMCS | Management manages the day-to-day operation of the Partnership and is compensated at agreed-upon billing
rates that are adjusted every four-yearsin accordance with an administrative services agreement. The cost of services
provided by IMCS | Management were approximately $2,043,000 and $1,984,000 for the years ended December 31, 2009
and 2008, respectively, and are included in operation and maintenance expense in the accompanying consolidated statements
of operations. The total amount due to IMCS | Management at December 31, 2009 and 2008 was approximately $216,000
and $120,000, respectively.

*kkk*k
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The consolidated financial statements of Selkirk Cogen Partners, L.P. and its subsidiary for the years ended December 31,
2008 and 2007, are presented herein without the related report of independent accountants for the year ended December 31,
2008. The report of independent accountants is presented for the year ended December 31, 2007 pursuant to the requirements
of Rule 3-09 of Regulation S-X.
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PRICEWATERHOUSE(COPERS

Pricewater houseCoppersLLP
Two Commerce Square, Suite 1700
2001 Market Street

Philadel phia PA 19103-7042
Telephone (267) 330 3000
Facsimile (267) 330 3300

Report of Independent Auditors

To the Partners of
Selkirk Cogen Partners, LP.:

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of operations, of
changesin partners (deficit) capital, and of cash flows present fairly, in all material respects, the financial position of Selkirk
Cogen Partners, L.P. and its subsidiary (collectively, the "Partnership") at December 31, 2007, and the results of their
operations and their cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America. These financial statements are the responsibility of the Partnership's management. Our
responsibility isto express an opinion on these financial statements based on our audit. We conducted our audit of these
statements in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audit provide a reasonable basis for our opinion.

/< PricewaterhouseCoopers LLP
March 10, 2008

F-85




Selkirk Cogen Partners, L.P. and Subsidiary

Consolidated Balance Sheets

December 31, 2008 and 2007

(in thousands of dollars)

Assets
Current assets

Cash and cash equivalents
Restricted cash
Accounts receivable

Inventory

Derivative contracts

Other assets

Total current assets

Restricted cash

Inventory

Derivative contracts

Property and equipment, net of accumulated depreciation of $188,617 and $175,505,

respectively

Deferred financing costs, net of accumulated amortization of $15,134 and $14,508,

respectively
Other assets

Total assets

Liabilitiesand Partners Capital
Current liabilities

Current portion of long-term debt

Accounts payable

Dueto affiliates

Accrued property taxes

Other accrued liabilities

Derivative contracts

Deferred revenue

Total current liabilities

L ong-term debt

Derivative contracts

Other liabilities

Tota liahilities
Commitments and contingencies

Partners' capital

General partners
Limited partners

Total partners' capital
Total liabilities and partners capital

The accompanying notes are an integral part of these consolidated financial statements.
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2008 2007
$ 4457 $ 3,753
6,760 10,710
22,819 26,745
3,793 4,566
19,434 24,168
1,700 2,059
58,963 72,001
34,584 32,225
4,497 5,957
39,952 61,175
192,396 205,339
1,157 1,783
267 —
$ 331816 $ 378480
$ 43905 $ 42,998
16,079 15,218
120 774
2,050 4,000
4,742 4,076
2,154 2,647
— 354
69,050 70,067
129,053 172,958
4,413 100,650
1,333 2,505
203,849 346,180
1,228 270
126,739 32,030
127,967 32,300
$ 331816 $ 378480




Selkirk Cogen Partners, L.P. and Subsidiary
Consolidated Statements of Operations

Y ears Ended December 31, 2008 and 2007

(in thousands of dollars)
Operating revenues

Energy

Capacity
Commodity sales
Transmission
Steam

Total operating revenues

Operating expenses

Fuel
Operations and maintenance
Commodity cost of sales
Transmission
Genera and administrative
Depreciation
Unrealized |oss on derivative contracts
Total operating expenses
Total operating income

Other income (expense)

Interest income
Interest expense
Net income

2008 2007

$ 182175 $ 140,329

106,933 122,685

60,219 58,847

11,038 10,606

— 360

360,365 332,827

180,822 136,068

19,264 12,744

46,651 45,595

12,101 11,216

5,344 5,483

13,112 12,953

55,882 876

333,266 224,935

27,099 107,892

1,835 3,338
(19,379) (23,011)

$ 9555 $ 88219

The accompanying notes are an integral part of these consolidated financial statements.




Selkirk Cogen Partners, L.P. and Subsidiary
Consolidated Statements of Operations (Continued)

Y ears Ended December 31, 2008 and 2007

General Limited
(in thousands of dollars) Partners Partners Total
Partners (deficit) capital at December 31, 2006 $ 39 $ 3716 $ 337
Net income 884 87,335 88,219
Capital distributions (575) (55,681) (56,256)
Partners capital at December 31, 2007 270 32,030 32,300
Implementation of SFAS 157 1,269 125,385 126,654
Net income 96 9,459 9,555
Capital distributions (407) (40,135) (40,542)

$ 1228 $ 126739 $ 127967

Partners capital at December 31, 2008
The accompanying notes are an integral part of these consolidated financial statements.
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Selkirk Cogen Partners, L.P. and Subsidiary
Consolidated Statements of Cash Flows

Y ears Ended December 31, 2008 and 2007

(in thousands of dollars)
Cash flows from operating activities
Net income
Noncash itemsincluded in net income:
Depreciation
Amortization of deferred financing costs
Amortization of deferred revenue
Accretion of asset retirement obligation
Loss on disposal of equipment
Unrealized |oss on derivative contracts
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Other assets
Accounts payable
Accrued property taxes
Other accrued liahilities
Due to affiliates
Other liabilities
Net cash provided by operating activities
Cash flows from investing activities
Decrease (increase) in restricted cash
Capital expenditures
Net cash provided by (used in) investing activities
Cash flows from financing activities
Distributions to partners
Repayment of long-term debt
Cash used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents

Beginning of year

End of year

Supplemental disclosur e of cash flow information
Cash paid for interest

Noncash investing activities
Capital expenditures which were accrued but not paid
Capital expenditures previously accrued which were paid

The accompanying notes are an integral part of these consolidated financial statements.

2008 2007

$ 9,555 88,219
13,112 12,953

626 745
(354) (708)

6 7

— 8

55,882 876
3,926 (3,225)
2,233 (106)
80 (502)

905 2,316

(1,950) 100
668 (855)

(162) 29
(1,179) (1,079)
83,348 98,778

1,501 (1,744)

(695) (649)

896 (2,393)

(40,542) (56,256)
(42,998) (39,441)
(83,540) (95,697)

704 688

3,753 3,065

$ 4,457 3,753
$ 18,449 22,006
$ 12 550
$ 550 53




Selkirk Cogen Partners, L.P. and Subsidiary
Notesto Consolidated Financial Statements

December 31, 2008 and 2007
1. Organization and Nature of Business

Selkirk Cogen Partners, L.P. was organized on December 15, 1989 as a Delaware limited partnership. Selkirk Cogen
Funding Corporation (the "Funding Corporation"), awholly-owned subsidiary of Selkirk Cogen Partners, L.P. (collectively,
the "Partnership™), was organized for the sole purpose of facilitating financing activities of the Partnership and has no other
operating activities (Note 4).

The managing general partner of the Partnership is IMC Selkirk, LLC, (f/lk/a IMC Selkirk, Inc.), ("IMC Selkirk" or the
"Managing General Partner"). The other general partner of the Partnership (together with IMC Selkirk, the "General
Partners") isRCM Selkirk GP, Inc. ("RCM Selkirk GP"). The limited partners of the Partnership (the "Limited Partners’, and
together with the General Partners, the "Partners') are IMC Selkirk, PentaGen Investors, L.P. ("PentaGen"), Teton
Selkirk, LLC ("Teton Selkirk") and RCM Selkirk, L.P. ("RCM Selkirk LP").

The general and limited partners and their respective equity interests are as follows:

Interest(2)
Preferred Original Residual

Partng's Affiliated With (i) (il (i)
General Partners
MC Selkirk Cogentrix Energy, LLC and EIF Calypso, LLC(2) 0.09% 1.00% 0.81%
RCM Selkirk GP Robert C. McNair and Family 1.00% 0.00% 0.22%
Limited Partners
MC Selkirk Cogentrix Energy, LLC and EIF Calypso, LLC(2) 195% 21.40% 17.33%
PentaGen Cogentrix Energy, LLC, EIF Calypso, LLC(2), and Osska Gas

Energy America Corporation 5.25% 57.60% 46.66%
Teton Selkirk Atlantic Power Holdings, LLC 1355% 20.00% 17.70%
RCM Selkirk Robert C. McNair and Family 78.16% 0.00% 17.28%

(1) Percentagesindicate the interest of (i) each of the Partnersin certain priority distributions of available cash of the
Partnership, up to fixed semi-annual amounts (the "Level | Distributions"), (ii) IMC Selkirk, PentaGen and Teton
Selkirk in 99% of distributions of the remaining available cash of the Partnership; and (iii) each of the Partnersin the
residual tier of interestsin cash distributions after the initial 18-year period following the commercia operation of
Unit 2 (August 2012 or, if later, the date when all Level | Distributions have been paid).

(2) Prior to November 2007, Cogentrix Energy, LLC (f/k/a Cogentrix Energy, Inc.), ("CELLC"), indirectly owned 100%
of the general and limited partner interests of IMC Selkirk and 50% of the limited partner interest of PentaGen. In
November 2007, CELLC transferred 100% of its ownership interest in IMC Selkirk and 99.5712% of its ownership
interest in PentaGen to Calypso Energy Holdings LL C ("Calypso"). Subsequent to the transfer, CELL C sold an 80%
interest in Calypso to EIF Calypso, LLC, a Delaware limited liability company managed by Energy investor Funds
("EIF"), aprivate equity fund manager, resulting in CELLC holding a 20% membership interest in Calypso at
December 31, 2007.

The Managing General Partner is responsible for managing and controlling the business and affairs of the Partnership,
subject to certain powers, which are vested in the management committee of the
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Selkirk Cogen Partners, L.P. and Subsidiary
Notesto Consolidated Financial Statements (Continued)
December 31, 2008 and 2007

1. Organization and Natur e of Business (Continued)

Partnership (the "Management Committee") under the Partnership Agreement. Each General Partner has a voting
representative on the Management Committee, which, subject to certain limited exceptions, acts by unanimity. Thus, the
General Partners, and principally the Managing General Partner, exercise control over the Partnership. IMCS |

Management, LLC ("JMCS | Management"), an affiliate of the Managing General Partner and wholly-owned subsidiary of
CELLC, isacting as the project management firm (the "Project Management Firm") for the Partnership, and as such is
responsible for the implementation and administration of the Partnership's business under the direction of the Managing
General Partner. Upon the occurrence of certain events specified in the Partnership Agreement, RCM Selkirk GP may assume
the powers and responsibilities of the Managing General Partner and of the Project Management Firm. Under the Partnership
Agreement, each Genera Partner other than the Managing General Partner may convert its general partnership interest to that
of aLimited Partner. Under terms of the limited liability agreement of Calypso, (the "Calypso LLC Agreement”), EIF
indirectly has the power to control the Managing General Partner, subject to certain restrictions contained in the Calypso LLC
Agreement.

The Partnership was formed for the purpose of constructing, owning and operating a natural gas-fired, combined-cycle
cogeneration facility located on a 15.7 acre site leased from Saudi Basic Industries Corporation ("SABIC") in Bethlehem,
New York (the "Facility"), which SABIC acquired from the General Electric Company ("GE") in 2007. The Facility hasa
total electric generating capacity of 345 megawatts ("MW") with a maximum average steam output of 400,000 pounds per
hour ("lbs/hr"). The Facility consists of one unit ("Unit 1") with an electric generating capacity of approximately 79.9 MW
and a second unit ("Unit 2") with an electric generating capacity of approximately 265.0 MW (collectively, the "Units"). The
Units have been designed to operate independently for electrical generation, while thermally integrated for steam generation.
Unit 1 commenced commercial operations on April 17, 1992, and Unit 2 commenced commercial operations on September 1,
1994.

The Partnership had along-term contract with Niagara Mohawk Power Corporation ("Niagara Mohawk") for the sale of
electric capacity and energy produced by Unit 1, which expired June 30, 2008 ("Amended and Restated Niagara Mohawk
Power Purchase Agreement"). The Partnership has a long-term contract with Consolidated Edison Company of New
York, Inc. ("Con Edison") for the sale of electric capacity and energy produced by Unit 2. The Partnership has along-term
contract with SABIC for the sale of steam produced by the Facility and delivered to SABIC Innovative Plastics, ("SABIC
IP"), asubsidiary of Saudi Basic Industries Corporation. The Facility uses natural gas purchased principally from Canadian
suppliers under long-term gas supply contracts as its primary fuel input.

The Facility is certified by the Federal Energy Regulatory Commission as a qualifying facility ("Qualifying Facility")
under the Public Utility Regulatory Policy Act of 1978, as amended ("PURPA"). As a Qualifying Facility, the prices charged
for the sale of energy and steam are not regulated. Certain fuel supply and transportation agreements entered into by the
Partnership are also subject to regulation on the federal and provincial levelsin Canada. The Partnership has obtained all
material Canadian governmental permits and authorizations required for its operation.
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2. Significant Accounting Policies
Basis of Presentation

The Partnership applies the provisions of Financial Accounting Standards Board ("FASB") Interpretation No. ("FIN")
46-R, Consolidation of Variable Interest Entities—an Interpretation of ARB 51 and associated FASB Staff Positions.
FIN 46-R requires the consolidation of an entity by an enterprise that absorbs a majority of the entity's expected losses,
receives amajority of the entity's expected residual returns, or both, as aresult of ownership, contractual or other financial
interest in the entity.

The Funding Corporation was determined to be a variable interest entity ("VIE") in accordance with FIN 46-R. Based on
an analysis performed in conjunction with the adoption of FIN 46-R, Selkirk Cogen Partners, L.P. was deemed to be the
primary beneficiary. As aresult, Funding Corporation isincluded in the Partnership's consolidated financial statements. All
significant intercompany transactions and balances have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent liabilities as of the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash eguivalents consist of short-term, highly liquid investments with original maturities of three months or
less.

Restricted Cash

Restricted cash includes both cash and cash equivalents that are held in accounts restricted for debt service, major
maintenance and other specifically designated accounts under a deposit and disbursement agreement (" Depositary
Agreement").

Included in long-term assets at December 31, 2008 was approximately $30,723,000 and $3,861,000 in restricted cash for
debt service reserve and major maintenance reserve, respectively. At December 31, 2007, approximately $30,723,000 and
$1,502,000 in restricted cash was included in long-term assets for debt service and major maintenance, respectively.

Inventory

Spare parts are valued at the lower of average cost or market and consist of Facility equipment components and
maintenance supplies required to be maintained in order to facilitate maintenance activities. Spare parts which are expected to
be utilized during the next year are classified as current in the accompanying consolidated balance sheets. Spare parts which
are not expected to be utilized within the next year are classified as long-term in the accompanying consolidated balance
sheets.
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2. Significant Accounting Policies (Continued)

The Partnership performs periodic assessments to determine the existence of obsolete, slow-moving and non-usable
spare parts and records necessary provisions to reduce such inventories to net realizable value.

Derivative Contracts

The Partnership follows Statement of Financial Accounting Standards No. ("SFAS") 133, Accounting for Derivative
I nstruments and Hedging Activities—as Amended and Interpreted. SFAS 133 requires the Partnership to recognize all
derivatives, as defined in the statement, on the consolidated balance sheets at fair value. Derivatives or any portion thereof,
that are not designated as, and effective as, hedges must be adjusted to fair value through earnings. Derivative contracts are
classified as either assets or liahilities on the consolidated bal ance sheets (Note 6).

Fair Value M easur ements

The Partnership adopted SFAS 157, Fair Value Measurements, for financial assets and liabilities effective January 1,
2008. This standard defines fair value, provides guidance for measuring fair value and requires certain disclosures. This
standard does not require any new fair value measurements, but rather appliesto all other accounting pronouncements that
require or permit fair value measurements. As aresult of the adoption of SFAS 157 the Partnership recognized an
approximate $126.7 million gain as an adjustment to retained earnings previously prohibited by Emerging Issues Task Force
No. ("EITF") 02-3, Issues Involved in Energy Trading and Risk Management Activities.

SFAS 157 establishes afair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted pricesin active markets for identical assets or liabilities (level 1
measurements) and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair value
hierarchy under SFAS 157 are described below:

e Levd 1L Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or
liabilities.

e Levd 2 . — . .
Inputs other than quoted prices that are observable for the asset or liability, either directly or
indirectly. These include quoted prices for similar assets or liabilities in active markets and quoted
pricesfor identical or similar assets or liabilitiesin markets that are not active.

e Levd 3 Unobservable inputs that reflect the reporting entity's own assumptions.

A financia instrument's level within the fair value hierarchy is based on the lowest level of any input that is significant
to the fair value measurement (Note 6).

Property and Equipment
Property and equipment are recorded at cost, net of accumulated depreciation. Expenditures for major additions and
improvements are capitalized and minor replacements, maintenance, and repairs are charged to expense as incurred. When

property and equipment are retired or otherwise disposed of, the cost and accumulated depreciation are removed from the
accounts and any resulting gain or loss

F-93




Selkirk Cogen Partners, L.P. and Subsidiary
Notesto Consolidated Financial Statements (Continued)
December 31, 2008 and 2007

2. Significant Accounting Policies (Continued)

isincluded in the results of operations for the respective period. Depreciation is provided over the estimated useful lives of
the related assets using the straight-line method. Capitalized modifications to leased properties are depreciated using the
straight-line method over the shorter of the lease term or the asset's estimated useful life (Note 3).

The Partnership's depreciation is based on the Facility being considered as a single property unit. Certain components of
the Facility will require replacement or overhaul several times over its estimated life. Costs associated with overhauls are
recorded as an expense in the period incurred. However, in instances where replacement of a Facility component is significant
and the Partnership can reasonably estimate the original cost of the component being replaced, the Partnership will write off
the replaced component and capitalize the cost of the replacement. The component will be depreciated over the lesser of the
estimated useful life of the component or the remaining useful life of the Facility.

The Partnership accounts for the impairment or disposal of their property and equipment in accordance with SFAS 144,
Accounting for the Impairment or Disposal of Long-Lived Assets. The Partnership reviews the carrying value of property and
equipment for impairment whenever events and circumstances indicate that the carrying value of an asset may not be
recoverable from the estimated future cash flows expected to result from its use and eventual disposition. In cases where
undiscounted expected future cash flows are less than the carrying value, an impairment loss is recognized equal to an amount
by which the carrying value exceeds the fair value of assets. The factors considered by management in performing this
assessment include current operating results, trends and prospects, the manner in which the property is used, and the effects of
obsolescence, demand, competition, and other economic factors.

Asset Retirement Obligation

The Partnership accounts for asset retirement obligations in accordance with SFAS 143, Accounting for Asset Retirement
Obligations and FIN 47, Accounting for Conditional Asset Retirement Obligations. These statements require that an asset
retirement obligation, including those conditioned on future events, be recorded at fair valuein the period in whichiitis
incurred, if a reasonable estimate of fair value can be made. In the same period, the associated asset retirement costs are
capitalized as part of the carrying amount of the related long-lived asset. In each subsequent period, the liability is accreted to
its present value and the capitalized cost is depreciated over the useful life of the long-lived asset. If the asset retirement
obligation is settled for other than the carrying amount of the liability, the Partnership recognizes a gain or loss on settlement.
The Partnership recognized an asset retirement obligation at December 31, 2008 and 2007 of approximately $120,000 and
$114,000, respectively. This obligation isincluded in other liabilities and represents the costs the Partnership would incur to
perform environmental clean-up or remove certain portions of the Facility.

Deferred Financing Costs

Deferred financing costs, which consist of the costs incurred to obtain financing, are deferred and amortized into interest
expense in the accompanying consolidated statements of operations using the effective interest method over the term of the
related financing.
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Accounting for Income Taxes

As a partnership, the income tax effects accrue directly to the partners, and each partner isindividually responsible for
its share of the combined income or loss. Accordingly, no income tax provision is recorded in the accompanying consolidated
statements of operations.

Revenue Recognition

Revenues from the sale of energy and steam are recorded based on monthly output delivered as specified under
contractual terms or current market conditions and are recorded on a gross basis on the accompanying consolidated
statements of operations as energy and steam revenues, respectively, with the associated costs recorded in fuel and
transmission expenses.

The Partnership's long-term gas supply contracts are not designated as, nor do they qualify as, held for trading purposes.
Thus, the related realized gains and losses on these derivative contracts are reported in the statement of operationsin
accordance with EITF 03-11, Reporting Realized Gains and Losses on Derivative Instruments That Are Subject to FASB
Satement 133 and Not Held for Trading Purposes as Defined in EITF 02-3.

Revenues from the sale of gas are recorded in the month sold and take place in the form of (i) short-term transactions
whereby the Partnership resellsits firm natural gas supply volumes when Unit 1 or Unit 2 is dispatched off-line or at less than
full capacity ("Gas Resales"), and (ii) short-term transactions whereby the Partnership attempts to lower the cost of natural
gas ddlivered to the Facility by reselling certain of its firm natural gas supply volumes and purchasing replacement gas supply
volumes at lower pricesin the spot market, to meet the Facility's scheduled operation ("Gas Supply Cost Mitigation™). Gas
Resales are recorded on a gross basis on the accompanying consolidated statements of operationsin commodity sales, with
the associated costs recorded in commodity cost of sales. Gas Resales are recorded on a gross basis because the Partnership's
decision to sall itsfirm natural gas supply is primarily driven by the dispatch of the Facility. Gas Supply Cost Mitigationis
included on a net basisin fuel on the accompanying consolidated statements of operations based on the premise that the
Partnership's decision to sell its firm natural gas supply is primarily driven by the intent to lower the cost of natural gas
delivered to the Facility for scheduled operation.

Reclassifications

Certain reclassifications have been made to the prior year's consolidated financial statements to conform to the current
year presentation. These reclassifications had no effect on the previously reported results of operations or retained earnings.

Recent Accounting Pronouncements

In March 2008, the Financial Accounting Standards Board ("FASB") issued SFAS 161, Disclosures about Derivative
Instruments and Hedging Activities. This standard is intended to improve financial reporting by requiring transparency about
the location and amounts of derivative instrumentsin an entity's financial statements; how derivative instruments and related
hedged items are accounted for under SFAS No 133; and how derivative instruments and related hedged items affect its
financial
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position, financial performance and cash flows. SFAS No. 161 will be effective for the Company's fiscal year beginning
January 1, 2009.

In February 2008, the FASB issued a one-year deferral for non-financial assets and liabilities to comply with SFAS 157.
The Partnership expects the adoption of SFAS 157 as it applies to non-financial assets and liabilities will have no material
effect on the consolidated financial statements.

3. Property and Equipment

As of December 31, property and equipment consisted of the following components:

(in thousands of dollars) 2008 2007
Facility $ 377,065 $ 377,056
Facility improvements 71 —
L easehold improvements 353 353
Machinery and equipment 876 824
Computer systems 2,336 2,299
Office equipment 312 312
381,013 380,844
Less: Accumulated depreciation (188,617) (175,505)

$ 19239%6 $ 205,339

The estimated useful lives ("EUL") for significant property and equipment categories are as follows:

Facility 30 years
Facility improvements 10 - 30 years
L easehold improvements Lesser of lease term or asset's EUL
Machinery and equipment 5-15years
Computer systems 3-5years
Office equipment 5years
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4. Long-term Debt
As of December 31, the Partnership had the following bonds and |oans payable:

(in thousands of dollars)

As of December 31, 2008 For the Year Ended December 31, 2008
Commitment Due Balance Interest Commitment Letter of
Description Amount Date Outstanding Expense Fees Credit Fees
2012 Bonds(1) $ 172,958 6/26/12 $ 172,958 $18,449 N/A N/A
Credit Agreement(2)
Working Capital Loan 22,075 6/30/12 = — 3 108 N/A
Letter of Credit Facility
Fuel Supply 10,000 6/30/12 — N/A NA $ 100
Fuel Management 5,000 6/30/12 — N/A N/A 50
(Gas Transportation 2,925 8/3/09 — N/A N/A 29
CO? Allowance Auction 5.000 1/2/09 — N/A N/A 4
172,958
Less: Current portion 43,905
$ 129,053
(in thousands of dollars)
Asof December 31, 2007 For the Year Ended December 31, 2007
Commitment Due Balance Interest Commitment Letter of
Description Amount Date Outstanding Expense Fees Credit Fees
2007 Bonds $ — 1212607  $ — § 1594 N/A N/A
2012 Bondg(1) 215,956 6/26/12 215,956 20,374 N/A N/A
Credit Agreement(2)
Working Capital Loan 27,075 10/31/10 — - 3 108 N/A
Letter of Credit Facility
Fuel Supply 10,000 10/31/10 — N/A NA $ 100
Fuel Management 5,000 10/23/10 — N/A N/A 50
Gas Trangportation 2,925 8/3/09 — N/A N/A 29
215,956
Less: Current portion 42,998
$ 172,958

(1) The 2012 bonds were issued by the Funding Corporation on May 9, 1994 (*2012 Bonds") and are pledged by
substantially all of the assets of the Partnership and are non-recourse to the individual Partners. The obligations of the
Funding Corporation with respect to the 2012 Bonds are unconditionally guaranteed by the Partnership. The trust
indenture restricts the ability of the Partnership to make distributions to the Partners under certain circumstances.
Interest is fixed at
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8.98% with interest payments due semi-annually on June 26 and December 26. Principal payments commenced on
December 26, 2007, and are payable semi-annually theresfter.

(2) The Partnership has a credit agreement for $45,000,000, which is available to the Partnership for working capital
purposes, including the provision of letters of credit (the " Credit Agreement”). Outstanding balances of loans under
the Credit Agreement bear interest at a rate equal to, at the Partnership's option, either (i) a base rate equal to the
greater of (x) the sum of the federal funds rate plus 0.50% and (y) the prime rate publicly announced by Citizens Bank
of Massachusetts, payable quarterly in arrears, or (ii) LIBOR plus 1.00% (increased to 1.25% if the Partnership's
credit rating from Standard & Poor's ("S& P") falls below BBB-), payable at the end of the applicable interest period
(or quarterly for interest periods of more than three months). As of December 31, 2008 and 2007, the Partnership has
issued letters of credit totaling approximately $22,925,000 and $17,925,000 to support obligations under certain of the
Partnership's fuel related agreements (Note 8), respectively.

As of December 31, 2008, the scheduled principal payments on the 2012 Bonds are as follows:

(in thousands of dollars)

2009 $ 43,905
2010 44,579
2011 55,070
2012 29,404

$ 172958

Included in other accrued liabilities at December 31, 2008 and 2007 was approximately $216,000 and $215,000 of
accrued interest expense, respectively. The Partnership is subject to various operational and financial covenants all of which
the Partnership was in compliance with at December 31, 2008.

5. Property Taxes

In October 1992, the Partnership entered into a Payment in Lieu of Taxes ("PILOT") agreement with the Town of
Bethlehem Industrial Development Agency ("IDA"), acorporate governmental agency which exempts the Partnership from
certain property taxes. The agreement commenced on January 1, 1993, and will terminate on December 31, 2012. PILOT
payments are due semiannually and are recognized on a straight-line basis over the term of the agreement. The Partnership
expensed approximately $2,920,000 related to the PILOT, which isincluded in general and administrative expense in the
accompanying consolidated statements of operations for the years ended December 31, 2008 and 2007, respectively.
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As of December 31, 2008, the payments remaining under the PILOT are as follows:

(in thousands of dollars)

2009 $ 2,050
2010 4,200
2011 4,300
2012 4,400

$ 14950

6. Fair Value of Financial | nstruments

The Partnership's natural gas supply contracts are accounted for as derivative contracts under the provisions of
SFAS 133. The Partnership uses a valuation model to derive the fair value of its derivative contracts based upon the present
value of known or estimated cash flows taking into consideration multiple inputs including commodity prices, volatility
factors and discount rates, as well as counterparty credit ratings and credit enhancements. The model used reflects the
contractual terms of, and specific risks inherent in, the contracts as well as the availability of pricing information in the
market. Where possible, the Partnership verifies the values produced by its pricing model to market transactions. Due to the
fact that the Partnership's contracts trade in less liquid markets, model selection requires significant judgment because such
contracts tend to be more complex and pricing information is less available in these markets. Price transparency is inherently
more limited for more complex structures because of the nature, location and tenor of the arrangement, which requires
additional inputs such as correlations and volatilities. In addition to model selection, management makes significant
judgments based upon the Partnership's proprietary views of market factors and conditions regarding price and correlation
inputs in unobservabl e periods and adjustments to reflect various factors such as liquidity, bid/offer spreads and credit
considerations. If available, these adjustments are based on market evidence.

The Partnership adjusts the inputs to its valuation models only to the extent that changes in these inputs can be verified
by similar market transactions, third-party pricing services and/or broker quotes, or can be derived from other substantive
evidence such as empirical market data. In circumstances where the Partnership cannot verify the model to market
transactions, it is possible that a different valuation model could produce a materially different estimate of fair value.
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The following table sets forth the Partnership's financial assets and liabilities and other fair value measurements made on
arecurring basis by fair value hierarchy level at December 31, 2008.

Quoted Pricesin

Active Markets for Siginificant Other Significant
I dentical Assetsor Observable Inputs Unobservable
(in thousands of dollars) Liabilities (Level 1) (Level 2) Inputs (Level 3) Total
Assets
Derivative contract $ —  $ — 59,386 $ 59,386
Liabilities
Derivative contract — (6,567) (6,567)
$ — 3 — 3 52819 $ 52819

The following table sets forth areconciliation of changesin the fair value of derivativesthat are based on significant
unobservable inputs for the year ended December 31, 2008.

(in thousands of dollars)

Fair value of derivatives based on significant unobservable inputs at January 1, 2008(1) $ 108,701
Unrealized l0sses(2) (55,882)
Fair value of derivatives based on significant unobservable inputs at December 31, 2008 $ 52,819

(1) Includes Day One gain of $126.7 million, recorded as an adjustment to retained earnings upon the adoption of
SFAS 157 (Note 2).

(2) Unrealized losses on derivative contracts are reflected in operating expensesin consolidated statement of operations
for the year ended December 31, 2008. Each of the contracts contributing to the unrealized loss was still held by the
Partnership at December 31, 2008.

Thefair value of the 2012 Bonds as of December 31, 2008 and 2007 was $173,527 and $236,237 respectively. The
estimated fair values were based on a valuation model which discounts future cash flows produced by the 2012 Bonds at a
rate determined by applying a spread to the U.S. Treasury rates. Judgment is required in interpreting market data to develop
the estimates of fair value. Accordingly, the fair value estimates as of December 31, 2008 and 2007, are not necessarily
indicative of amounts the Partnership could have realized in current markets.

The carrying amounts of cash and cash equivalents, restricted cash, accounts receivable, accounts payable, due to
affiliates and other accrued liabilities approximate their fair value due primarily to their short-term nature.
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7. Concentration of Credit Risk

Credit risk istherisk of loss the Partnership would incur if counterparties fail to perform their contractual obligations
(including accounts receivable). The Partnership primarily conducts business with counterparties in the energy industry, such
asinvestor-owned utilities, energy trading companies, financial institutions, gas production companies and gas transportation
companies located in the United States and Canada. This concentration of counterparties may impact the Partnership's overall
exposure to credit risk in that its counterparties may be similarly affected by changes in economic, regulatory or other
conditions. The Partnership mitigates potential credit losses by dealing, where practical, with counterparties that are rated at
investment grade or better by a major credit rating agency or have a history of reliable performance within the energy
industry.

As of December 31, 2008, the Partnership's credit risk is primarily concentrated with the following customers: Con
Edison, NY1SO, Shell Energy North America (Canada) Inc. (f/k/a Coral Energy Canada, Inc.), ("Shell Energy North
America') and Sempra Energy Trading LLC ("Sempra"), which provide for approximately 93% of the Partnership's revenues
for the year ended December 31, 2008 and account for approximately 100% of the Partnership's accounts receivable balance
at December 31, 2008. The Partnership also has credit risk concentrated with counterparties who are contractually obligated
to provide fuel supply and transportation (Note 8).

8. Commitmentsand Contingencies
Power Purchase Agreements

The Partnership has a power purchase agreement with Con Edison for aterm of 20 years that began on September 1,
1994, the date Unit 2's commercia operations commenced (the "Con Edison Power Purchase Agreement"). The Con Edison
Power Purchase Agreement provides Con Edison the right to schedule Unit 2 for dispatch on a daily basis at full capahility,
partia capability or off-line. Con Edison's scheduling decisions are required to be based in part on economic criteria which,
pursuant to the governing rules of the NY SO, take into account the variable cost of the electricity to be delivered. The Con
Edison Power Purchase Agreement provides for Con Edison to make a monthly contract payment to the Partnership
consisting of four components: (i) capacity, (ii) fuel, (iii) O&M, and (iv) wheeling. The capacity payment, a portion of the
fuel payment, a portion of the O& M payment, and the wheeling payment are fixed and paid on the basis of the availability of
Unit 2 to operate, whether or not Unit 2 is dispatched on-line. The fixed charges are subject to reduction if Unit 2's average
availability is less than 90% for the four-month summer period (June through September) or isless than 80% during the rest
of the year. The variable portions of the fuel payment and O& M payment are payable based on the amount of electricity
produced by Unit 2 and delivered to Con Edison. Thetotal fixed and variable fuel payment is capped at a ceiling price
established in accordance with the Con Edison Power Purchase Agreement. Payments from Con Edison may also include a
"savings component”, which is equal to one-half of the amount by which Unit 2's actual fixed and variable fuel commodity
and transportation costs are less than the ceiling price.

Steam Sale Agreements

The Partnership has a steam sales agreement, as amended, with SABIC for aterm of 20 years from the commercial
operations date of Unit 2 which may be extended under certain circumstances (the " Steam Sales Agreement”). The Steam
Sales Agreement may be terminated by the Partnership
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8. Commitments and Contingencies (Continued)

with a one-year advanced written notice upon the termination of the power purchase agreement with Con Edison. The Steam
Sales Agreement may also be terminated by SABIC with a 2-year advanced written notice if the SABIC IP plant no longer
has a requirement for steam. Pursuant to the Steam Sales Agreement the Partnership is obligated to sell up to 400,000 Ibs/hr
of the thermal output of Unit 1 and Unit 2 for use as process steam by the SABIC IP plant adjacent to the Facility. The
Partnership charges SABIC anominal price for delivered steam in an amount up to the annua equivalent of 160,000 Ibs/hr
during each hour in which the SABIC IP plant isin production (the "Discounted Quantity"). Steam sales in excess of the
Discounted Quantity are priced at SABIC's avoided variable direct cost, subject to an "annual true-up" to ensure that SABIC
receives the annua equivalent of the Discounted Quantity at nominal pricing.

Under the Steam Sales Agreement, SABIC is obligated to purchase the minimum quantities of steam necessary for the
Facility to maintain its Qualifying Facility status (Note 1). In the event SABIC fails to meet the minimum purchase quantity,
the Partnership may acquire title to the Facility site and terminate the operating |ease agreement with SABIC at no cost to the
Partnership.

Gas Supply and Transportation Agreements

The Unit 1 Gas Supply Contract with Shell Energy North America has a 7-year term beginning November 1, 2005, and
gives the Partnership the right to purchase a maximum daily quantity of natural gas of 15,000 MMBtu at a commodity price
that adjusts, on a monthly basis, with changes in a specified market index for natural gas, and does not impose a minimum
contract volume purchase obligation on the Partnership. The Partnership also has a fuel management agreement with Shell
Energy North Americafor a 7-year period beginning November 1, 2005. The Partnership has posted two letters of credit in
the aggregate amount of $15,000,000 to support obligations under its agreements with Shell Energy North America (Note 4).

The Partnership entered into long-term contracts (collectively, the "Unit 1 Gas Transportation Contracts') for the
transportation of natural gas volumes generally used to operate Unit 1 on afirm basis with TransCanada Pipelines Limited
("TransCanada"), Iroquois Gas Transmissions System, L.P. ("Iroquois") and Tennessee Gas Pipeline Company
("Tennessee"). Each of the Unit 1 Gas Transportation Contracts has aterm of 20 years beginning November 1, 1992. In
conjunction with the restructuring of the long-term gas supply agreement generally used to supply natural gas to operate Unit
1, effective November 1, 2005, the Partnership permanently assigned the capacity under the Unit 1 Gas Transportation
Contract with TransCanadato Shell Energy North America.

To supply natural gas needed to operate Unit 2, the Partnership entered into 15-year term gas supply agreements
beginning November 1, 1994 ("Original Unit 2 Gas Supply Contracts") with Imperial Oil Resources ("Imperial™), EnCana
Corporation ("EnCana’, formerly known as PanCanadian Petroleum Limited) and Canadian Forest Oil Ltd. ("CFOL",
formerly known as Producers Marketing Ltd.), (collectively, the "Unit 2 Gas Suppliers'), each on afirm basis. During the
fourth quarter of 2004, the Partnership restructured its agreements with the Unit 2 Gas Suppliers to modify the Original Unit
2 Gas Supply Contracts and/or enter into new agreements for an extended term ("Restructured Unit 2 Gas Supply Contracts").
Asaresult of the restructuring, the Unit 2 Gas Suppliers will continue supplying gas to the Partnership for an additional
five-year period beginning November 1, 2009. The commodity price of natural gas under the Restructured Unit 2 Gas Supply

F-102




Selkirk Cogen Partners, L.P. and Subsidiary
Notesto Consolidated Financial Statements (Continued)
December 31, 2008 and 2007

8. Commitments and Contingencies (Continued)

Contracts adjusts, on a monthly basis, with changes in specified market indices for natural gas or a combination of natural gas
and oil. The Restructured Unit 2 Gas Supply Contracts allow for the Partnership to purchase a maximum daily quantity of
natural gas of 58,660 MM Btu with an average minimum contract volume purchase obligation of approximately 55% of the
maximum daily quantity.

The Partnership entered into certain long-term contracts (collectively, the "Unit 2 Gas Transportation Contracts") for the
transportation of natural gas volumes generally used to operate Unit 2 on a firm basis with TransCanada, Iroquois and
Tennessee. Each of the Unit 2 Gas Transportation Contracts has aterm of 20 years beginning November 1, 1994. Under one
of these agreements, the fuel transporter has exercised its right to require the Partnership to post letters of credit on an annual
basis. The Partnership has posted a letter of credit for approximately $2,925,000 U.S. dollars and two fuel suppliers, on behalf
of the Partnership, have posted letters of credit totaling approximately $8,769,000 Canadian dollars (Note 4). The Partnership
is obligated to reimburse the fuel suppliersfor all amounts related to obtaining and maintaining the letters of credit and, under
certain circumstances, for any amounts drawn upon the |etters of credit.

Gas Sale Agreement

The Partnership entered into natural gas sale agreement with Semprafor the firm sale of 15,000 MMBTtu of natural gas
per day from December 1, 2008 through March 31, 2009, at a commaodity price that adjusts, on a monthly basis, with changes
in a specified market index for natural gas plus $1.54 per MMBtu.

Electric Transmission Agreements

The Partnership has an interconnection agreement with Niagara Mohawk to interconnect the power output from Unit 1
to Niagara Mohawk's electric transmission system through April 16, 2012. Payments under the interconnection agreement are
fixed at $150,000 per year, prorated for 2012.

The Partnership also has a 20-year firm transmission agreement with Niagara Mohawk to transmit the power output
from Unit 2 to Con Edison through August 31, 2014, with payment fixed at $5,702,000 per year. Co-terminus with this
agreement, the Partnership has an interconnection agreement with Niagara Mohawk to interconnect the power output from
Unit 2 to Niagara Mohawk's electric transmission system. Payments under this interconnection agreement are fixed at
$450,000 per year.

Operations and M aintenance Agreement

The Partnership has an operations and maintenance services agreement ("O&M Agreement") with GE whereby GE
provides certain operation and maintenance services to the Facility through December 31, 2012. Payments under the O&M
Agreement include, in addition to other payments, afixed payment of $235,000 annually through the term of the O&M
Agreement.

The Partnership aso has a multi-year maintenance program agreement ("MMP Agreement™) with GE. Under the MM P
Agreement the Partnership is obligated to purchase approximately $9,750,000 in parts and services by December 31, 2012.
As of December 31, 2008, the Partnership purchased approximately $8,240,000 in parts and services from GE under the
MMP Agreement.
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SiteLease

The Partnership has a site |ease agreement with SABIC which SABIC acquired from GE in 2007. The amended lease
term expires on August 31, 2014, and is renewable for the greater of 5 years or until termination of either the power purchase
agreement with Con Edison, up to a maximum of 20 years. The lease may be terminated by the Partnership under certain
circumstances with the appropriate written notice. The lease provides certain tracts of land for a fixed fee as well as provides
for certain utilities and other services based on afixed fee with annual escalation. The annual lease payment isfixed at
$1,000,000 per year, prorated for 2014.

Environmental

The Partnership is subject to the compliance provisions of Regional Greenhouse Gas Initiative ("RGGI"), a mandatory,
market-based CO, emissions reduction program in ten Northeast and Mid- Atlantic states. Under RGGl, the Partnership will
be able to use CO, allowances issued by any of the ten participating states to demonstrate compliance with the state of New
York's program. RGGI which is effective January 1, 2009, limits the Facilty's CO, emissions and requires a 10 percent
reduction in CO, emissions by 2018. RGGI also requires that the Partnership hold allowances covering the Facility's CO,
emissions which as of December 31, 2008, the Partnership anticipates the compliance cost to be approximately $2,900,000,
for 2009, based on the market clearing price.

Steam Generator Damage

On December 27, 2006, the Unit 2 Steam Turbine Generator was inadvertently energized by utility workers performing
maintenance in the interconnection switchyard, which resulted in an unplanned maintenance outage. As aresult of this
incident, the Partnership, in accordance with SFAS 5, Accounting for Contingencies, accrued approximately $900,000 for the
inspection and repair of the Unit 2 Steam Turbine Generator which was included in operations and maintenance in the
accompanying consolidated statements of operations for the year ended December 31, 2006. On January 24, 2007, the Unit 2
Steam Turbine Generator returned to service. In June 2007, the Partnership received approximately $920,000 as
reimbursement for costs incurred in repair of the Unit 2 Steam Generator which is reflected as a reduction in operations and
maintenance in the accompanying consolidated statements of operations for the year ended December 31, 2007.

Other
The Partnership experiences routine litigation in the normal course of business. Management is of the opinion that none
of thisroutine litigation will have a material adverse effect on the Partnership's consolidated financial position or results of

operations.
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9. Related Parties

JMCS | Management manages the day-to-day operation of the Partnership and is compensated at agreed-upon billing
rates that are adjusted every four yearsin accordance with an administrative services agreement. The cost of services
provided by IMCS | Management were approximately $1,986,000 and $1,935,000 for the years ended December 31, 2008
and 2007, respectively, and are included in general and administrative expense in the accompanying consolidated statements

of operations. The total amount due to IMCS | Management at December 31, 2008 and 2007 was approximately $120,000
and $774,000, respectively.

*kkk*k
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The consolidated financial statements of Chambers Cogeneration Limited Partnership and Subsidiary for the years ended
December 31, 2009 and 2008, are presented herein without the related report of independent accountants.
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Chambers Cogeneration Limited Partner ship and Subsidiary

Consolidated Balance Sheets

December 31, 2009 and 2008

(in thousands of dollars)

Assets
Current assets

Cash and cash equivalents
Restricted cash
Accounts receivable

Inventory

Emission allowances

Other assets

Total current assets

Property and equipment, net of accumulated depreciation of $181,368 and $173,608,

respectively

Deferred financing costs, net of accumulated amortization of $4,958 and $4,714,

respectively
Other assets

Total assets
Liabilitiesand Partners Capital
Current liabilities
Current portion of long-term debt
Accounts payable
Dueto affiliates
Accrued liabilities
Interest rate swap
Total current liabilities

Long-term debt

Interest rate swap
Asset retirement obligation

Tota liabilities
Commitments and contingencies

Partners' capital

General partners

Limited partner

Accumulated other comprehensive loss
Total partners' capital
Total liabilities and partners capital

The accompanying notes are an integral part of these consolidated financial statements.
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2009 2008
$ 99 134
6,305 13,652
11,965 14,674
4,469 4,990
2,540 —
1,162 2,867
26,540 36,317
358,875 366,697
1,873 2,117
2,846 3,600
$ 390134 408,731
$ 27628 23,920
5,406 6,689
1,784 2,228
1,655 2,461
5,851 6,432
42,324 41,730
187,611 215,239
4,842 9,860
1,998 1,895
236,775 268,724
93,687 86,747
62,456 57,830
(2,784) (4,570)
153,359 140,007
$ 300134 $ 408731




Chambers Cogeneration Limited Partner ship and Subsidiary
Consolidated Statements of Operations

Y ears Ended December 31, 2009 and 2008

(in thousands of dollars) 2009 2008
Operating revenues
Energy $ 52,727 $ 100,936
Capacity 59,665 59,627
Steam 14,266 11,784
Total operating revenues 126,658 172,347
Operating expenses
Fuel 53,625 74,146
Operations and maintenance 34,322 24,439
General and administrative 4,975 4,736
Depreciation 8,278 8,190
Loss on disposal of assets 1,030 —
Total operating expenses 102,230 111,561
Operating income 24,428 60,786
Other income (expense)
Interest income 3 173
Unrealized gain (loss) on interest rate swaps 5,599 (6,025)
Interest expense (15,614) (17,963)
Net income $ 14416 $ 36,971

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Changesin Partners Capital and Comprehensive Income

(in thousands of dollars)
Partners capital at December 31, 2007

Net income

Amortization of previously deferred loss on
interest rate swap agreement
Total comprehensive income

Capital distributions

Partners capital at December 31, 2008

Net income
Amortization of previously deferred loss on
interest rate Swap agreement

Total comprehensive income
Capital distributions
Partners capital at December 31, 2009

Y ears Ended December 31, 2009 and 2008

Accumulated
Other
General Limited Comprehensive Comprehensive
Partners Partner Income Loss Total
$ 80464 $ 53,642 $ (6,894) $ 127212
22,183 14788 $ 36,971 36,971
2,324 2,324 2,324
22,183 14788 $ 39,295
(15,900) (10,600) — (26,500)
86,747 57,830 (4,570) 140,007
8,650 5766 $ 14,416 14,416
1,786 1,786 1,786
8,650 5766 3 16,202
(1,710) (1,140) — (2,850)
$ 93687 $ 62,456 3 (2784) $ 153359

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flows

Y ears Ended December 31, 2009 and 2008

(in thousands of dollars) 2009 2008
Cash flows from operating activities
Net income $ 14416 $ 36,971
Noncash itemsincluded in net income:
Amortization of deferred interest rate swap losses 1,786 2,324
Unrealized (gain) loss on interest rate swaps (5,599) 6,025
Depreciation 8,278 8,190
Amortization of deferred financing costs 244 259
Accretion of asset retirement obligation 103 83
Loss on disposal of assets 1,030 —
Changes in operating assets and liabilities:
Accounts receivable 2,709 800
Inventory 1,116 (914)
Emission allowances (2,540) —
Other assets 1,864 (1,765)
Accounts payable (1,265) 1,280
Dueto affiliates (444) 37
Accrued liabilities (740) 405
Net cash provided by operating activities 20,958 53,695
Cash flows from investing activities
Decrease (increase) in restricted cash 7,347 (2,983)
Proceeds from the sale of assets 32 —
Capital expenditures (1,602) (363)
Net cash provided by (used in) investing activities 5,777 (3,346)
Cash flows from financing activities
Repayments of long-term debt (23,920) (20,786)
Capital distributions (2,850) (29,500)
Cash used in financing activities (26,770) (50,286)
Net (decrease) increase in cash and cash equivalents (35) 63
Cash and cash equivalents
Beginning of year 134 71
End of year $ P9 3 134
Supplemental disclosur e of cash flow information
Cash paid for interest $ 13586 $ 15,716

Noncash investing and financing activities:
Capital expenditures which were accrued but not paid $ 2 3 86

The accompanying notes are an integral part of these consolidated financial statements.
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1. Organization and Business

Chambers Cogeneration Limited Partnership (the "Partnership”) is a Delaware limited partnership formed on August 17,
1988. The genera partners are Peregrine Power, LLC ("Peregrine"), a California limited liability company, and
Cogentrix/Carneys Point, LLC ("Cogentrix/Carneys"), a Delaware limited liability company. Epsilon Power is alimited
partner. Cogentrix/Carneys and Peregrine were each wholly-owned indirect subsidiaries of Cogentrix Energy, LLC
("CELLC"). In November 2007, CELLC transferred 100% of itsindirect equity interest in Peregrine and Cogentrix/Carneys
to Calypso Energy Holdings LL C ("Calypso"), then, awholly-owned subsidiary of CELL C. Following such transfer, on
November 14, 2007, CELL C sold an 80% equity interest in Calypso to EIF Calypso, LLC, alimited liability company owned
by one or more private equity funds managed by EIF Management, LL C (collectively, the "Calypso Transaction"). Asa
result, CELL C holds a 20% equity interest in Calypso and a 12% indirect interest in the Partnership.

The Partnership was formed to construct, own and operate a 262-megawatt ("MW") coal-fired cogeneration station (the
"Facility") at DuPont's Chambers Works chemical complex in Carneys Point, New Jersey. The Facility produces energy for
sale to Atlantic City Electric Company ("AE"), and energy and process steam to E.|. DuPont de Nemours & Company
("DuPont") for useinitsindustrial operations. The Facility achieved final completion and commercial operationsin 1994.

In December 2008, the Partnership submitted an application to PIM Interconnection ("PIJM") to increase the Facility's
capacity rating from 225 MW to 240 MW. On April 28, 2009, the Partnership received notice from PIM that the capacity
interconnection rights assigned to the Facility have been increased to 240 MW. The Facility currently sells excess energy
under a separate power sales agreement (Note 10).

The net income and losses of the Partnership are allocated to Peregrine, Cogentrix/Carneys and Epsilon (collectively, the
"Partners") based on the following ownership percentages:

Peregrine 50%
Cogentrix/Carneys 10%
Epsilon 40%

All distributions other than liquidating distributions are made based on the Partners' percentage interests, as shown
above, in accordance with the Partnership documents and at such times and in such amounts as the Board of Control of the
Partnership determines.

Carneys Point Generating Company, L.P.

The Partnership has alease agreement with Carneys Point Generating Company, L.P. ("CPGC"), which is equally
owned by Topaz Power, LLC ("Topaz") and by Garnet Power, LLC (Garnet"), both of which were wholly-owned direct
subsidiaries of Power Services Company ("PSC"), an indirect wholly-owned subsidiary of CELLC. In November 2007,
CELLC transferred 100% of its ownership interest in Topaz and Garnet to Calypso in connection with the Calypso
Transaction. CPGC leases the facility and subleases the site from the Partnership. In addition, certain contracts and
agreements related to the Partnership have been assigned to CPGC by the Partnership. The lease commenced on
September 20, 1994 and has a 24-year term. CPGC's operations have been established to effectively break-even under the
lease agreement.

F-112




Chambers Cogeneration Limited Partnership and Subsidiary
Notesto Consolidated Financial Statements (Continued)
December 31, 2009 and 2008
1. Organization and Business (Continued)

The Partnership is managed by PSC pursuant to a management services agreement (Note 11). The Facility is operated by
U.S. Operating Services Company ("OSC"), pursuant to an operation and maintenance agreement (Note 11). OSC isa
wholly-owned indirect subsidiary of CELLC.

2. Summary of Significant Accounting Policies
Basis of Presentation

The Partnership is required to consolidate an entity for which it absorbs a majority of the entity's expected losses,
receives amajority of the entity's expected residual returns, or both, as aresult of ownership, contractual or other financial
interest in the entity.

The Partnership determines whether it is the primary beneficiary of avariable interest entity ("VIE") by first performing
aqualitative analysis of the VIE that includes areview of, among other factors, its capital structure, contractual terms, which
interests create or absorb variability, related party relationships and the design of the VIE. For purposes of alocating aVIE's
expected losses and expected residual returnsto its variable interest holders, the Partnership utilizes the "top down" method.
Under that method, the Partnership calculates its share of the VIE's expected losses and expected residual returns using the
specific cash flows that would be allocated to it, based on contractual arrangements and/or the Partnership's position in the
capital structure of the VIE, under various probability-weighted scenarios.

CPGCisavariableinterest entity of which the Partnership is the primary beneficiary. Accordingly, the Partnership
consolidates CPGC. All material intercompany transactions have been eliminated.

Use of Estimates

The preparation of consolidated financia statements in conformity with accounting principles generally accepted in the
United States of America ("GAAP") requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent liabilities as of the date of the consolidated financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of short-term, highly liquid investments with original maturities of three months or
less.

Restricted Cash

Restricted cash includes both cash and cash equivalents that are held in accounts restricted for operations, debt service,
major maintenance and other specifically designated accounts under a disbursement agreement. Restricted cash associated
with transactions expected to occur beyond one-year are classified as long-term. All other restricted accounts are classified as

current assets.
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2. Summary of Significant Accounting Policies (Continued)
Inventory

Fuel is valued using the average cost method and includes the fuel contract purchase price as well as the transportation
and related costs incurred to deliver the fuel to the Facility (Note 3).

Spare parts are recorded at the lower of average cost or market and consist of Facility equipment components and
supplies required to facilitate maintenance activities. Spare parts which are expected to be utilized during the next year are
classified as current in the accompanying consolidated balance sheets. Spare parts which are not expected to be utilized
within the next year are classified as long-term and included in other assets in the accompanying consolidated balance sheets
(Note 3).

The Partnership performs periodic assessments to determine the existence of obsolete, slow- moving and unusable
inventory and records necessary provisions to reduce such inventories to net realizable value.

Emission Allowances

Emission allowances are valued under the weighted average costing method subject to the lower of cost or market
principle. In applying the lower of cost or market principle, areduction in the carrying value is not recognized so long as the
Partnership will recover/pass-through the cost in its operating margin.

The historical cost of emission allowancesis calculated as follows:

»  Granted from regulatory body—emission allowances obtained via grants are not assigned any value by the
Partnership as their cost is zero.

*  Acquired as part of an acquisition—emission allowances are recorded at fair value as of the acquisition date,
subject to pro rata reduction if overal purchase price isless than the entity's fair value.

e Purchased from third parties—emission allowances that are transferable and can be purchased or sold in the normal
course of business are recorded at cost.

Derivative Contracts

In accordance with guidance on accounting for derivative instruments and hedging activities all derivatives should be
recognized at fair value. Derivatives or any portion thereof, that are not designated as, and effective as, hedges must be
adjusted to fair value through earnings. Derivative contracts are classified as either assets or liahilities on the consolidated
balance sheets. Certain contracts that require physical delivery may qualify for and be designated as normal purchases/normal
sales. Such contracts are accounted for on an accrual basis. The Partnership's interest rate swap agreement (Notes 5 and
8) and power purchase agreement ("PPA") (Note 10) meet the definition of a derivative. The Partnership's PPA qualifiesfor,
and the Partnership has elected, the normal purchases and normal sales exception and accordingly accounts for the PPA on an
accrual basis.

The Partnership engages in activities to manage risks associated with changes in interest rates. The Partnership has
entered into swap agreements to reduce exposure to interest rate fluctuations on certain debt commitments (Note 5). These
agreements were designated and qualified as cash flow
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2. Summary of Significant Accounting Policies (Continued)

hedging instruments through December 31, 2004. The Partnership discontinued applying cash flow hedge accounting on
January 1, 2005. The balance of accumulated other comprehensive loss, as of December 31, 2004, is amortized as interest
expense in the accompanying consolidated statements of operations in accordance with the originally forecasted interest
payments schedule through the expiration of the interest rate swaps on March 31, 2014.

Fair Value M easurements

The Financial Accounting Standards Board ("FASB") issued guidance that defines fair value, provides guidance for
measuring fair value and requires certain disclosures. This guidance does not require any new fair value measurements, but
rather appliesto all other accounting pronouncements that require or permit fair value measurements.

A fair value hierarchy was established that prioritizes the inputs to val uation techniques used to measure fair value. The
hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1
measurements) and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair value
hierarchy are described below:

. Leve 1: Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or
liabilities.
. Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or

indirectly. These include quoted prices for similar assets or liabilities in active markets and quoted
pricesfor identical or similar assets or liabilities in markets that are not active.

. Level 3: Unobservable inputs that reflect the reporting entity's own assumptions.

A financia instrument's level within the fair value hierarchy is based on the lowest level of any input that is significant
to the fair value measurement (Note 8).

In February 2008, the FASB issued a one-year deferral for non-financial assets and liabilities to comply with issued fair
value guidance. As of December 31, 2009, the Partnership does not have any non-financial assets or liabilities remeasured at
fair value on arecurring basis

Property and Equipment

Property and equipment are recorded at cost, net of accumulated depreciation. Expenditures for major additions and
improvements are capitalized and minor replacements, maintenance, and repairs are charged to expense as incurred. When
property and equipment are retired or otherwise disposed of, the cost and accumulated depreciation are removed from the
accounts and any resulting gain or loss isincluded in the results of operations for the respective period. Depreciation is
provided over the estimated useful life ("EUL") of the related assets using the straight-line method (Note 4).

The Partnership's depreciation is based on the Facility being considered a single property unit. Certain components
within the Facility will require replacement or overhaul several times over its estimated life. Costs associated with overhauls
are recorded as an expense in the period incurred. However, in instances where a replacement of a Facility component is
significant and the Partnership
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2. Summary of Significant Accounting Policies (Continued)

can reasonably estimate the original cost of the component being replaced, the Partnership will write-off the replaced
component and capitalize the cost of the replacement. The component will be depreciated over the lesser of the EUL of the
component or the remaining useful life of the Facility.

The Partnership reviews the carrying value of property and equipment for impairment whenever events and
circumstances indicate that the carrying value of an asset may not be recoverable from the estimated future cash flows
expected to result from its use and eventual disposition. In cases where undiscounted expected future cash flows are less than
the carrying value, an impairment loss is recognized equal to an amount by which the carrying value exceeds the fair value of
assets. The factors considered by management in performing this assessment include current operating results, trends and
prospects, the manner in which the property is used, and the effects of obsolescence, demand, competition, and other
economic factors.

Deferred Financing Costs

Deferred financing costs, which consist of the costs incurred to obtain financing, are deferred and amortized into interest
expense in the accompanying consolidated statements of operations using the effective interest method over the term of the
related financing (Note 5).

Asset Retirement Obligations

Asset retirement obligations, including those conditioned on future events, are recorded at fair valuein the period in
which they are incurred, if areasonable estimate of fair value can be made. The associated asset retirement costs are
capitalized as part of the carrying amount of the related long-lived asset in the same period. In each subsequent period, the
liahility is accreted to its present value and the capitalized cost is depreciated over the EUL of the long-lived asset. If the asset
retirement obligation is settled for other than the carrying amount of the liability, the Partnership recognizes a gain or loss on
settlement. The Partnership records at fair value all reclamation costs the Partnership would incur to perform environmental
clean-up of land under |lease to the Partnership.

Income Taxes

As a partnership, the income tax effects accrue directly to the partners, and each partner isindividually responsible for
its share of the combined income or loss. Accordingly, no provision has been made for income taxes.

Revenue Recognition

Revenues from the sale of energy and steam are recorded based on monthly output delivered as specified under
contractua terms or current market conditions and are recorded on a gross basis on the accompanying consolidated
statements of operations as energy and steam revenues, respectively, with the associated costs recorded in operating expenses.

Subsequent Events
The Partnership evaluated subsequent events through March 12, 2010.
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Recent Accounting Pronouncements

Effective July 1, 2009 the Partnership adopted the Accounting Standards Codification ("ASC") issued by the FASB. The
ASC does not change GAAP, but instead takes the numerous individual accounting pronouncements that previously
congtituted GAAP and reorganizes them into approximately 90 accounting topics, which are then broken down into subtopics,
sections and paragraphs. Theintent isto simplify user access to authoritative GAAP by providing all of the guidance related
to aparticular topic in one place. ASC supersedes all previously existing non-Security and Exchange Commission or
non-grandfathered accounting and reporting standards. The adoption of ASC did not have any impact on the Partnership's
consolidated financial statements.

In June 2009, the FASB issued guidance to revise the approach to determine when a VI E should be consolidated. The
new consolidation model for VIEs considers whether a company has the power to direct the activities that most significantly
impact the VIE's economic performance and shares in the significant risks and rewards of the entity. The guidance on VIEs
requires companies to continually reassess VIEsto determine if consolidation is appropriate and provide additional
disclosures. The guidance is effective for the Partnership's fiscal year beginning January 1, 2010. The Partnership expects the
adoption of this guidance will have no material impact on itsfinancial statements.

3. Inventory

Inventory consisted of the following as of December 31:

(in thousands of dollars) 2009 2008

Coal $ 3142 $ 3,715

Fuel oil 376 652

Lime 95 110

Spare parts 3,621 3,873
7,234 8,350

Less: Current portion (4,469) (4,990)

$ 2765 $ 3,360

4. Property and Equipment

Property and equipment consisted of the following components as of December 31:

(in thousands of dollars) 2009 2008
Facility 537,175 537,331
Other equipment 3,068 2,974
540,243 540,305
Less: Accumulated depreciation (181,368) (173,608)
358,875 366,697
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4. Property and Equipment (Continued)

The EUL for significant property and equipment categories are as follows:

Facility
Other equipment

5. Long-Term Debt

Long-term debt consisted of the following as of December 31.

(in thousands of dollars)

As of December 31, 2009

60 years
5to 60 years

For the Year Ended
December 31, 2009

Commitment Due Balance Interest Letter of
Description Amount Date Outstanding Expense Credit Fees
Bonds payable(1)(6) $ 100,000 7y21 $ 100,000 $ 1,795 N/A
Loan payable(2) — 6/10/09 — 3 N/A
Credit agreement
Term loans(3)(6) 115,239 3/31/14 115,239 2,856 N/A
Bond letter of credit(4)(6)(7) 102,466 12/31/12 — N/A 1,495
Debt service reserve letter of
credit(5)(6)(7) 22,750 12/31/12 — N/A 389
215,239
Less: Current portion 27,628
$ 187611
(in thousands of dollars)
For the Year Ended
As of December 31, 2008 December 31, 2008
Commitment Due Balance Interest Letter of
Description Amount Date Outstanding Expense Credit Fees
Bonds payable(1)(6) $ 100,000 7y21 3% 100,000 $ 2,307 N/A
Loan payable(2) 93 6/10/09 93 8 N/A
Credit agreement
Term loans(3)(6) 139,066 3/31/14 139,066 7,207 N/A
Bond letter of credit(4)(6)(7) 102,466 12/31/12 — N/A 1,352
Debt service reserve letter of
credit(5)(6)(7) 22,750 12/31/12 — N/A 387
239,159
Less: Current portion 23,920
$ 215,239

(1) Thebondsare collateralized by an irrevocable |etter of credit and provide for interest at variable rates. The

weighted-average interest rates on the bonds were 1.79% and 2.30% for the years ended
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@

©)

4)

®)

(6)

)

December 31, 2009 and 2008, respectively. Remarketing fees paid to the remarketing agent were approximately
$100,000 in both 2009 and 2008. These fees are included in interest expense in the accompanying consolidated
statements of operations.

Loan payable is collateralized by equipment. The term is 60-months commencing July 2004 with interest fixed at
6.25%.

The term loans accrue interest at the applicable London Interbank Offered Rate ("LIBOR"), plus an applicable margin
(1.125% at December 31, 2009). The weighted average interest rates on the term loan were 2.16% and 4.74% for 2009
and 2008, respectively.

The letter of credit fee was 1.25% and 1.125 for 2009 and 2008, respectively. In addition, the facility provides for a
fronting fee of 0.175% on the stated amount which isincluded in interest expense in the accompanying consolidated
statements of operations.

The letter of credit fee for 2009 and 2008 was 1.5%. In addition, the facility provided for afronting fee of 0.175% on
the stated amount which isincluded in interest expense in the accompanying consolidated statements of operations.

All bonds, loans and credit facilities are collateralized by the assets of the Facility and the real estate covered by the
ground lease (Note 1) and are nonrecourse to the Partners.

As of December 31, 2009 and 2008, there were no amounts available under the letter of credit commitments.

Accrued interest payable of $81,000 and $81,000 isincluded in accrued liabilities in the consolidated balance sheets as
of December 31, 2009 and 2008, respectively.

Future minimum principa payments as of December 31, 2009 are as follows:

(in thousands of dollars)

2010 $ 27,628
2011 28,235
2012 30,439
2013 26,957
2014 1,980
Thereafter 100,000

$ 215239

In connection with the various agreements discussed above, certain financial covenants must be met and reported on an
annual basis. The Partnership was in compliance with all debt covenants at December 31, 2009.

Interest Rate Swap Agreements

The Partnership is a party to two amortizing interest rate swap agreements with notional amounts outstanding
aggregating $115,239,000 at December 31, 2009 and expiring on various dates through March 31, 2014. Swap payments
related to the agreements covering the variabl e rate bank debt are
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made based on the spread between 5.21% (weighted average of all agreements as of December 31, 2009) and LIBOR
multiplied by the notional amounts outstanding. Net amounts paid to the counterparties were approximately $6,891,000 and

$3,935,000 in 2009 and 2008, respectively. These amounts were recorded as interest expense in the accompanying
consolidated statements of operations.

6. Operating L eases

The Partnership leases certain equipment under non-cancel able operating leases expiring at various dates through 2022.
For the years ended December 31, 2009 and 2008, the Partnership incurred lease expense of approximately $219,000 and
$224,000, respectively, which isincluded in operations and maintenance expense and general and administrative expensein
the accompanying consolidated statements of operations.

Future minimum lease payments, as of December 31, 2009, are as follows:

(in thousands of dollars)

2010 $ 201
2011 196
2012 194
2013 192
2014 192
Thereafter 1,357

$ 2332

7. Payment in Lieu of Taxes

In January 1991, the Partnership entered into a Payment in Lieu of Taxes ("PILOT") agreement with the Township of
Carneys Point, amunicipal corporation of the state of New Jersey, which exempts the Partnership from certain property taxes.
The agreement commenced on January 1, 1994, and will terminate on December 31, 2033. PILOT payments are paid
annually and are expensed as incurred over the term of the agreement. Property taxes are due and paid quarterly and are
deducted from the annual PILOT payments made. The Partnership expensed approximately $2,600,000 and $2,400,000
related to the PILOT which isincluded in general and administrative in the accompanying consolidated statements of
operations for the years ended December 31, 2009 and 2008, respectively.

As of December 31, 2009, future payments remaining under the PILOT are as follows:

(in thousands of dollars)

2010 $ 2,700
2011 2,800
2012 3,000
2013 3,400
2014 3,700
Thereafter 118,600

$ 134200
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Thefair value of the Partnership's swap agreements, based upon Level 2—significant other observable inputs, is
estimated to be aliability of approximately $10,693,042 and $16,292,000 as of December 31, 2009 and 2008, respectively
(Notes 2 and 5). The valuation of the Partnership's swap agreements is based on widely accepted valuation techniques
including discounted cash flow analyses which take into consideration among other things the contractual terms of the swap
agreements, observable market based inputs when available, interest rate curves and counterparty credit risk. Judgment is
required in interpreting market data to develop the estimates of fair value. Accordingly, the fair value estimates as of
December 31, 2009 and 2008, are not necessarily indicative of amounts the Partnership could have realized in current
markets.

The Partnership's financial instruments consist of cash and cash equivalents, restricted cash, accounts receivable, other
assets, accounts payable, due to affiliates, and accrued liabilities. These instruments approximate their fair values as of
December 31, 2009 and 2008 due to their short-term nature.

Thefair value of the Partnership's bonds and term loans payabl e approximates their carrying value due to the variable
nature of the interest obligations thereon.

9. Concentrations of Credit Risk

Credit risk isthe risk of loss the Partnership would incur if counterparties fail to perform their contractual obligations.
The Partnership primarily conducts business with counterparties in the energy industry. This concentration of counterparties
may impact the Partnership's overall exposure to credit risk in that its counterparties may be similarly affected by changesin
economic, regulatory or other conditions. The Partnership mitigates potential credit losses by dealing, where practical, with
counterparties that are rated investment grade by a major credit rating agency or have a history of reliable performance within
the energy industry.

The Partnership's credit risk is primarily concentrated with AE, DuPont and the Partnership's coal supplier. AE and
DuPont provided 78.7% and 21.3%, respectively, of the Partnership's revenues for the year ended December 31, 2009 and
accounted for approximately 74.3% and 25.7%, respectively, of the Partnership's accounts receivable balance at
December 31, 2009. The Partnership has a coa supply contract with Consolidated Coal Company, Consolidated Pennsylvania
Coal Company, Consolidated Coal Sales Company and Nineveh Coal Company (together "Consol") who are responsible for
providing 100% of the Partnership's coal requirements through 2014. The Partnership's credit risk is also impacted by the
credit risk associated with itsissuing bank of the bond letter of credit, Dexia Credit Locale.

The Partnership is exposed to credit-related losses in the event of nonperformance by counterparties to the Partnership's
interest rate swap agreements (Notes 2 and 5). The Partnership does not obtain collateral or other security to support such
agreements, but continually monitors its positions with, and the credit quality of, the counterparties to such agreements.
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Power Purchase Agreement

The Partnership has a power purchase agreement ("PPA") with AE for sales of the Facility's power output during a
30-year period commencing in 1994. The PPA provides AE with dispatch rights over the Facility, with a contractual
minimum of the equivalent of 3,500 hours of full load operation. The pricing structure provides for both capacity and energy
payments. Capacity payments are fixed over the life of the contract. Energy payments are based on a contractual formula
which is adjusted annually, as defined in the PPA, based on a utility coal index.

Power Sales Agreement

The Partnership has entered into a supplemental power sales agreement ("PSA™") with AE which provides the Partnership
self-dispatch rights for both undispatched PPA and excess energy as well as the right to market excess capacity. The pricing
structure provides for both capacity and energy payments. The Partnership shares margins on the self-dispatched energy with
AE based on hourly wholesale prices. Excess capacity is sold in PIM's periodic auctions and the resulting revenue is shared
between the Partnership and AE. The PSA expires on July 31, 2010.

Steam and Electricity Sales Agreement

The Partnership has a steam and electricity sales agreement with DuPont (the "DuPont Agreement™) for a 30-year period
commencing in 1994. Thereafter, the agreement will remain in effect unless terminated by either party upon at least
36-months' notice. DuPont is required to purchase a minimum of 525,600,000 pounds of process steam per year and no
minimum amount of electricity. The steam priceis adjusted quarterly based on coal price index formulas defined in the
agreement. The electricity price is aso adjusted quarterly based on coal price index formulas and the AE average retail rate,
as defined in the agreement. The Partnership has an ongoing dispute with DuPont over electric energy payment calculation.
Amounts under dispute have not been reflected in revenues in the accompanying consolidated statements of operations.

Fly Ash Disposal Agreement

The Partnership has an agreement with Consolidation Coal Company, Consol Pennsylvania Coal Company,
Consolidation Coal Sales Company and Nineveh Coal Company, jointly, for a 20-year period commencing in 1990 for the
disposal of fly ash with a minimum requirement of 130,000 tons per contract year. The Partnership does not anticipate
meeting this requirement by the end of the contract year ending on March 14, 2010. Accordingly, the Partnership has accrued
approximately $246,000 related to this shortage at December 31, 2009 which isincluded in fuel expense on the
accompanying consolidated statement of operations.

Other
The Partnership experiences routine litigation in the normal course of business. Management is of the opinion that none
of thisroutine litigation will have a material adverse effect on the Partnership's consolidated financial position or results of

operations.
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Management Services Agreement

The Partnership has a management services agreement with PSC to provide day-to-day management and administration
of the Partnership's business relating to the Facility through September 20, 2018. Compensation to PSC under the agreement
includes a monthly fee of $50,000, wages and benefits for employees working on behalf of the Partnership and other costs
directly related to the Partnership. The Partnership recorded related expense of $1,860,000 and $1,971,000 in operations and
maintenance in the consolidated statements of operations in 2009 and 2008, respectively. As of December 31, 2009 and 2008,
the Partnership owed PSC approximately $135,000 and $116,000, respectively, which isincluded in due to affiliates in the
accompanying consolidated balance sheets. Under the terms of the agreement, $50,000 of the amounts owed for each of 2009
and 2008 is subordinate to debt service for the Partnership's bonds payable and term loans.

Operations and M aintenance Agreement

The Partnership's O& M Agreement with OSC provides for the operations and maintenance of the Facility through
April 1, 2014. Thereafter, the agreement will be automatically renewed for periods of five-years until terminated by either
party with 12-months prior notice. Compensation to OSC under the agreement includes (i) an annual base fee, of which a
portion is subordinate to debt service and certain other costs, (ii) certain earned fees and bonuses based on the Facility's
performance and (iii) reimbursement for certain costs, including payroll, supplies, spare parts, equipment, certain taxes,
licensing fees, insurance and indirect costs expressed as a percentage of payroll and personnel costs. The fees are adjusted
annually by a measure of inflation as defined in the agreement. If targeted Facility performance is not reached on a monthly
basis, OSC may be required to pay liquidated damages to the Partnership. The Partnership incurred related expense of
approximately $9,857,000 and $9,556,000 which is recorded in operations and maintenance in the consolidated statements of
operations during the years ended December 31, 2009 and 2008, respectively. As of December 31, 2009 and 2008, the
Partnership owed OSC $1,649,000 and $2,112,000, respectively, under the O& M Agreement, which isincluded in due to
affiliates in the accompanying consolidated balance sheets. Under the terms of the agreement, approximately $287,000 and
$591,000 of the amounts owed at December 31, 2009 and 2008, respectively, is subordinate to the debt service for the
Partnership's bonds payable and term loans. In addition, approximately $599,000 and $549,000 in other costs had been
advanced to OSC at December 31, 2009 and 2008, respectively, and are included in other current assets in the accompanying
consolidated balance sheets.

*kkk*k
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PRICEWATERHOUSE(COPERS

Pricewater houseCoopersLLP
Two Commerce Square, Suite 1700
2001 Market Street

Philadel phia PA 19103-7042
Telephone (267) 330 3000
Facsimile (267) 330 3300

Report of Independent Auditors

To the Board of Control of
Chambers Cogeneration Limited Partnership:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations, of
changesin partners capital and comprehensive income, and of cash flows present fairly, in al material respects, the financial
position of Chambers Cogeneration Limited Partnership and its subsidiaries at December 31, 2008 and 2007, and the results
of their operations and their cash flows for the years then ended in conformity with accounting principles generally accepted
in the United States of America. These financial statements are the responsibility of the Company's management. Our
responsibility isto express an opinion on these financial statements based on our audits. We conducted our audits of these
statements in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

Asdiscussed in Note 3 to the consolidated financial statements, the Company changed its accounting for spare parts
inventory in 2008,

/< PricewaterhouseCoopers LLP
March 13, 2009
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(in thousands of dollars) 2008 2007
Assets
Current assets
Cash and cash equivalents $ 134 3 71
Restricted cash 13,652 9,703
Accounts receivable 14,674 15,474
Inventory 4,990 4,688
Other assets 2,867 1,342
Total current assets 36,317 31,278
Restricted cash — 966
Property and equipment, net of accumulated depreciation of $173,608 and $165,418,
respectively 366,697 375,137
Deferred financing costs, net of accumulated amortization of $4,714 and $4,455,
respectively 2,117 2,376
Other assets 3,600 2,722
Total assets $ 408731 $ 412,479

Liabilitiesand Partners Capital
Current liabilities

Current portion of long-term debt $ 23920 $ 20,776
Accounts payable 6,689 5,409
Dividend payable — 3,000
Due to affiliates 2,228 2,683
Accrued liabilities 2,461 1,970
Interest rate swap 6,432 3,025
Total current liabilities 41,730 36,863

L ong-term debt 215,239 239,169
Interest rate swap 9,860 7,242
Asset retirement obligation 1,895 1,993
Total liabilities 268,724 285,267

Commitments and contingencies

Partners' capital

General partners 86,747 80,464

Limited partner 57,830 53,642

Accumulated other comprehensive loss (4,570) (6,894)
Total partners' capital 140,007 127,212
Total liabilities and partners' capital $ 408731 $ 412479

The accompanying notes are an integral part of these consolidated financial statements.
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(in thousands of dollars)
Operating revenues
Energy
Capacity
Steam
Total operating revenues
Operating expenses
Fuel
Operations and maintenance
Genera and administrative
Depreciation
Loss on disposal of assets
Total operating expenses
Operating income

Other income (expense)
Interest income
Interest expense

Net income

The accompanying notes are an integral part of these consolidated financial statements.
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Y ears Ended December 31, 2008 and 2007
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2008 2007

$ 100,936 97,096
59,627 58,869
11,784 10,785
172,347 166,750
74,146 67,163
24,489 22,990
4,736 4,879
8,190 8,205
— 177
111,561 103,414
60,786 63,336
173 530

(23,988) (24,415)
$ 36,971 39,451
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Y ears Ended December 31, 2008 and 2007

(inthousands of dollars)

Partners capital, December 31, 2006, as originally stated

Cumulative effect of changein accounting principle

Partners capital at December 31, 2006, as adjusted for
changein accounting principle

Net income

Amortization of previously deferred loss on interest rate swap
agreement
Tota comprehensiveincome

Dividend declared

Capital digtributions

Partners capital, December 31, 2007

Net income

Amortization of previoudly deferred loss on interest rate swap
agreement
Totd comprehengiveincome

Capitdl digtributions

Partners capital, December 31, 2008

Limited
General Partners Partner Accumulated
Cogentrix/ Other
Peregrine Carneys Epsilon Comprehensive Comprehensive
Power, LLC Point, LLC Power Income L0ss Total
$ 62252 $ 12451 $ 49802 (99%0) $ 114515
375 75 300 — 750
62,627 12,526 50,102 (9,990) 115,265
19,726 3,945 15780 $ 39,451 — 39,451
3,096 3,096 3,09
19,726 3,945 15780 $ 42547
(13.800) (2,760) (11,040) — (27,600)
67,053 13411 53,642 (6,894) 127212
18,486 3,697 14788 $ 36,971 36,971
2,324 2,324 2,324
18,486 3,697 14788 $ 39,295
(13,250) (2,650) (10,600) — (26,500)
$ 72280 $ 14458 $ 57830 (4570) $ 140,007

The accompanying notes are an integral part of these consolidated financial statements.
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(in thousands of dollars)
Cash flows from operating activities
Net income
Noncash itemsincluded in net income:
Amortization of deferred interest rate swap losses
Unrealized loss on interest rate swaps
Depreciation
Amortization of deferred financing costs
Accretion of asset retirement obligation
Loss on disposal of assets
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Other assets
Accounts payable
Due to affiliates
Accrued liabilities
Net cash provided by operating activities
Cash flows from investing activities
Increase in restricted cash
Capital expenditures
Cash used in investing activities
Cash flows from financing activities
Repayments of |ong-term debt
Capital distributions
Cash used in financing activities
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents

Beginning of year

End of year

Supplemental disclosur e of cash flow information
Cash paid for interest

Non-cash investing and financing activities:
Dividend declared but not paid

Capital expenditures which were accrued but not paid

The accompanying notes are an integral part of these consolidated financial statements.
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2008 2007

$ 36971 39,451
2,324 3,096

6,025 2,886

8,190 8,205

259 273

83 107

— 177
800 (3,001)

(914) 1,036
(1,765) (309)
1,280 (1,845)
37 (360)

405 1,518

53,695 51,234
(2,983) (3,111)
(363) (492)
(3,346) (3,603)
(20,786) (20,016)
(29,500) (27,600)
(50,286) (47,616)

63 15

71 56

$ 134 71
$ 15,716 16,415
$ — 3,000
$ 86 492
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1. Organization and Business

Chambers Cogeneration Limited Partnership (the "Partnership”) is a Delaware limited partnership formed on August 17,
1988. The genera partners are Peregrine Power, LLC ("Peregrine"), a California limited liability company, and
Cogentrix/Carneys Point, LLC, (f/k/a Cogentrix/Carneys Point, Inc.), ("Cogentrix/Carneys"), a Delaware limited liability
company. Epsilon Power isalimited partner. Cogentrix/Carneys and Peregrine were each wholly-owned indirect subsidiaries
of Cogentrix Energy, LLC, (f/k/a Cogentrix Energy, Inc.), ("CELLC"). In November 2007, CELLC transferred 100% of its
indirect equity interest in Peregrine and Cogentrix/Carneysto Calypso Energy Holdings LLC ("Calypso™), then, a
wholly-owned subsidiary of CELLC. Following such transfer, on November 14, 2007, CELL C sold an 80% equity interest in
Calypso to EIF Caypso, LLC, alimited liability company owned by one or more private equity funds managed by EIF
Management, LL C (collectively, the "Calypso Transaction"). Asaresult, CELLC holds a 20% equity interest in Calypso and,
ultimately the Partnership.

The Partnership was formed to construct, own and operate a 262-megawatt coal-fired cogeneration station (the
"Facility") at DuPont's Chambers Works chemical complex in Carneys Point, New Jersey. The Facility produces energy for
sale to Atlantic City Electric Company, (f/k/a Atlantic City Electric Company/Conectiv), ("AE"), and process steam to E.I.
DuPont de Nemours & Company ("DuPont") for use in itsindustrial operations. The Facility achieved final completion and
commercial operationsin 1994.

In December 2008, the Partnership submitted an application to PIM to increase the Facility's capacity rating from
225MW to 240MW. At December 31, 2008, PIM was drafting an interconnection agreement that when complete would allow
the Partnership to sell the 1I5MW in additional capacity. The Facility currently sells excess energy under a separate power
sales agreement (Note 9).

The net income and losses of the Partnership are allocated to Peregrine, Cogentrix/Carneys and Epsilon (collectively, the
"Partners") based on the following ownership percentages:

Peregrine 50%
Cogentrix/Carneys 10%
Epsilon 40%

All distributions other than liquidating distributions are made based on the Partners' percentage interests, as shown
above, in accordance with the Partnership documents and at such times and in such amounts as the Board of Control of the
Partnership determines.

Carneys Point Generating Company, L.P.

The Partnership has alease agreement with Carneys Point Generating Company, L.P. ("CPGC"), which is equally
owned by Topaz Power. LLC ("Topaz") and by Garnet Power, LLC (Garnet"), both of which were wholly-owned direct
subsidiaries of Power Services Company ("PSC"), an indirect wholly-owned subsidiary of CELLC. In November 2007,
CELLC transferred 100% of its ownership interest in Topaz and Garnet to Calypso in connection with the Calypso
Transaction. CPGC leases the facility and subleases the site from the Partnership. In addition, certain contracts and
agreements related to the Partnership have been assigned to CPGC by the Partnership. The lease commenced on
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1. Organization and Business (Continued)

September 20, 1994 and has a 24-year term. CPGC's operations have been established to effectively break-even under the
lease agreement.

The Partnership is managed by PSC pursuant to a management services agreement. The Facility is operated by U.S.
Operating Services Company ("OSC"), pursuant to an operation and maintenance agreement. OSC is a wholly-owned indirect
subsidiary of CELLC.

2. Summary of Significant Accounting Policies
Basis of Presentation

The Partnership applies the provisions of Financial Accounting Standards Board ("FASB") Interpretation No. ("FIN")
46-R, Consolidation of Variable Interest Entities, an Interpretation of ARB 51 and associated FASB Staff Positions.
FIN 46-R requires the consolidation of an entity by an enterprise that absorbs a majority of the entity's expected losses,
receives amajority of the entity's expected residual returns, or both, as aresult of ownership, contractual or other financial
interest in the entity. CPGC is a variable interest entity of which the Partnership is the primary beneficiary. Accordingly, the
Partnership consolidates CPGC. All significant intercompany balances and transactions have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent liabilities as of the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of short-term, highly liquid investments with original maturities of three months or
less.

Restricted Cash

Restricted cash includes both cash and cash equivalents that are held in accounts restricted for operations, debt service,
major maintenance and other specifically designated accounts under a disbursement agreement. Restricted cash associated
with transactions occurring beyond one year are classified as long term. All other restricted accounts are classified as current
assets.

Inventory

Fuel isvalued using the average cost method and includes the fuel contract purchase price as well as the transportation
and related costs incurred to deliver the fuel to the Facility (Note 3).

Spare parts are recorded at the lower of average cost or market and consist of Facility equipment components and
supplies required to facilitate maintenance activities. Spare parts which are expected to be utilized during the next year are
classified as current in the accompanying consolidated balance
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2. Summary of Significant Accounting Policies (Continued)

sheets. Spare parts which are not expected to be utilized within the next year are classified as long-term and included in other
assets in the accompanying consolidated balance sheets (Note 3).

The Partnership performs periodic assessments to determine the existence of obsolete, slow-moving and unusable
inventory and records necessary provisions to reduce such inventories to net realizable value.

Property and Equipment

Property and equipment are recorded at cost, net of accumulated depreciation. Expenditures for major additions and
improvements are capitalized and minor replacements, maintenance, and repairs are charged to expense as incurred. When
property and equipment are retired or otherwise disposed of, the cost and accumulated depreciation are removed from the
accounts and any resulting gain or loss isincluded in the results of operations for the respective period. Depreciation is
provided over the estimated useful life ("EUL") of the related assets using the straight-line method (Note 4).

The Partnership's depreciation is based on the Facility being considered a single property unit. Certain components
within the Facility will require replacement or overhaul several times over its estimated life. Costs associated with overhauls
are recorded as an expense in the period incurred. However, in instances where a replacement of a Facility component is
significant and the Partnership can reasonably estimate the original cost of the component being replaced, the Partnership will
write-off the replaced component and capitalize the cost of the replacement. The component will be depreciated over the
lesser of the estimated useful life of the component or the remaining useful life of the Facility.

The Partnership accounts for the impairment or disposal of property and equipment in accordance with of Financial
Accounting Standards No. ("SFAS") 144, Accounting for the Impairment or Disposal of Long-Lived Assets. The Partnership
reviews the carrying value of property and equipment for impairment whenever events and circumstances indicate that the
carrying value of an asset may not be recoverable from the estimated future cash flows expected to result from its use and
eventual disposition. In cases where undiscounted expected future cash flows are less than the carrying value, an impairment
loss is recognized equal to an amount by which the carrying value exceeds the fair value of assets. The factors considered by
management in performing this assessment include current operating results, trends and prospects, the manner in which the
property is used, and the effects of obsolescence, demand, competition, and other economic factors.

Deferred Financing Costs

Deferred financing costs, which consist of the costs incurred to obtain financing, are deferred and amortized into interest
expense in the accompanying consolidated statements of operations using the effective interest method over the term of the
related financing (Note 5).

Derivative Contracts

The Partnership follows SFAS 133, Accounting for Derivative Instruments and Hedging Activities, as amended and
interpreted. SFAS 133 requires the Partnership to recognize all derivatives, as defined in the statement, on the consolidated
balance sheets at fair value. Derivatives or any portion thereof, that
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are not designated as, or effective as, hedges must be adjusted to fair value through earnings. Derivatives are classified as
either assets or liabilities on the consolidated balance sheets. The Partnership'sinterest rate swap agreement (Notes 5 and

7) and power purchase agreement (Note 9) meet the definition of a derivative under SFAS 133. The Partnership's power
purchase agreement qualifies for, and the Partnership has elected, the normal purchases and normal sales exception included
in SFAS 133.

The Partnership engages in activities to manage risks associated with changes in interest rates. The Partnership has
entered into swap agreements to reduce exposure to interest rate fluctuations on certain debt commitments (Note 5). These
agreements were designated and qualified as cash flow hedging instruments through December 31, 2004. The Partnership
discontinued applying cash flow hedge accounting on January 1, 2005. Accordingly, the changesin fair value of the interest
rate swaps from that point forward are included in interest expense in the consolidated statements of operations. The balance
of accumulated other comprehensive loss, as of December 31, 2004, is amortized as interest expense in the accompanying
consolidated statements of operationsin accordance with the originally forecasted interest payments schedul e through the
expiration of the interest rate swaps on March 31, 2014.

Fair Value M easur ements

The Partnership adopted SFAS 157, Fair Value Measurements, for financial assets and liabilities effective January 1,
2008. There was no material effect upon adoption of this new accounting pronouncement on the Partnership's consolidated
financia statements. This standard defines fair value, provides guidance for measuring fair value and requires certain
disclosures. This standard does not require any new fair value measurements, but rather appliesto all other accounting
pronouncements that require or permit fair value measurements.

SFAS 157 establishes afair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted pricesin active markets for identical assets or liabilities (level 1
measurements) and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair value
hierarchy under SFAS 157 are described below:

e Levd 1L Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or
liabilities.

© level2 Inputs other than quoted prices that are observable for the asset or liability, either directly or
indirectly. These include quoted prices for similar assets or liabilities in active markets and quoted

pricesfor identical or similar assets or liabilitiesin markets that are not active.

e Levd 3 Unobservable inputs that reflect the reporting entity's own assumptions.

A financia instrument's level within the fair value hierarchy is based on the lowest level of any input that is significant
to the fair value measurement (Note 7).
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Asset Retirement Obligation

The Partnership accounts for its asset retirement obligation in accordance with SFAS 143, Accounting for Asset
Retirement Obligations and FIN 47, Accounting for Conditional Asset Retirement Obligations. These statements require that
an asset retirement obligation, including those conditioned on future events, be recorded at fair value in the period in which it
isincurred, if areasonable estimate of fair value can be made. In the same period, the associated asset retirement costs are
capitalized as part of the carrying amount of the related long-lived asset. In each subsequent period, the liability is accreted to
its present value and the capitalized cost is depreciated over the useful life of the long-lived asset. If the asset retirement
obligation is settled for other than the carrying amount of the liability, the Partnership recognizes a gain or 10ss on settlement.
The Partnership records at fair value all reclamation costs the Partnership would incur to perform environmental clean-up of
land under |ease to the Partnership.

Accounting for Income Taxes

As a partnership, the income tax effects accrue directly to the partners, and each partner isindividually responsible for
its share of the combined income or loss. Accordingly, no provision has been made for income taxes.

Revenue Recognition

Revenues from the sale of energy and steam are recorded based on monthly output delivered as specified under
contractual terms or current market conditions and are recorded on a gross basis on the accompanying consolidated
statements of operations as energy and steam revenues, respectively, with the associated costs recorded in operating expenses.

Reclassification

Certain reclassifications have been made to the prior year consolidated financial statements to conform to the current
year presentation. These reclassifications had no effect on the previously reported results of operation or member's equity.

Recent Accounting Developments

In March 2008, the FASB issued SFAS 161, Disclosures about Derivative Instruments and Hedging Activities. This
standard is intended to improve financia reporting by requiring transparency about the location and amounts of derivative
instruments in an entity's financial statements; how derivative instruments and related hedged items are accounted for under
SFAS No 133; and how derivative instruments and related hedged items affect its financia position, financial performance
and cash flows. SFAS No. 161 will be effective for the Partnership's fiscal year beginning January 1, 2009.

In February 2008, the FASB issued a one-year deferral for non-financial assets and liabilities to comply with SFAS 157.
The Partnership expects the adoption of SFAS 157 will have no material effect on consolidated the financial statements asit
applies to non-financial assets and liabilities (Note 7).
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Inventory is comprised of the following as of December 31:

(in thousands of dollars) 2008 2007

Coad $ 3715 $ 3,672

Fuel ail 652 465

Lime 110 47

Spare parts 3,873 3,226
8,350 7,410

Less: Current portion (4,990) (4,688)

$ 3360 $ 2,722

On January 1, 2008, the Partnership elected to change its method of accounting for spare parts inventory. Under the new
accounting method, spare parts inventory is capitalized when purchased and expensed when put into service. In prior years
spare parts inventory was expensed as purchased or capitalized and included in property and equipment during construction.
The Partnership believes that the change in accounting principle is preferable as the new method provides better matching of
revenue and expenses as well as enhances comparability in the consolidated statements of operations.

In accordance with SFAS 154, Accounting Changes and Error Corrections, the change in accounting principle was
applied retrospectively by restating the prior year consolidated financial statements. The increase to net income for the year
ended December 31, 2007, was $473,000.

If the Partnership had not changed its policy for accounting for spare parts inventory, net income would have been lower
by $459,000 for the year ended December 31, 2008.

The effect of the change on previously reported consolidated operating results for the year ended December 31, 2007
was as follows:

As
Previously Effect of As
(in thousands of dollars) Reported Change Restated
Assets
Inventory $ 4184 % 504 $ 4,688
Property and equipment 377,140 (2,003) 375,137
Other assets(1) — 2,722 2,722
Partners' capital
General partners $ 79730 % 734 % 80,464
Limited partners 53,153 489 53,642

(1) Representsthe long-term portion of spare parts on the accompanying balance sheets.
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Property and equipment consisted of the following components as of December 31:

(in thousands of dollars) 2008 2007
Facility $ 537,331 $ 537,582
Other equipment 2,974 2,973
540,305 540,555
Less: Accumulated depreciation (173,608) (165,418)

$ 366,697 $ 375,137

The EUL for significant property and equipment categories are as follows:

Facility 60 years
Other equipment 5t0 60 years

5. Long-Term Debt
Long-term debt consisted of the following as of December 31

(in thousands of dollars)

For the Year Ended

As of December 31, 2008 December 31, 2008
Commitment Due Balance Interest Letter of
Description Amount Date Outstanding Expense Credit Fees
Bonds payable(1)(6) $ 100,000 711721 $ 100,000 $ 2,307 N/A
Loan payable(2) a3 6/10/09 93 8 N/A
Credit agreement
Term loans(3)(6) 139,066 3/31/14 139,066 7,207 N/A
Bond letter of credit(4)(6)(7) 102,466 12/31/12 — N/A $1,352
Debt service reserve letter of credit(5)(6)(7) 22,750 12/31/12 — N/A 387
239,159
Less: Current portion 23,920
$ 215,239
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(in thousands of dollars)

For the Year Ended

As of December 31, 2007 December 31, 2007
Commitment Due Balance Interest Letter of
Description Amount Date Outstanding Expense Credit Fees
Bonds payable(1)(6) $ 100,000 7721 $ 100000 $ 3,768 N/A
Loan payable(2) 150 6/10/09 150 11 N/A
Credit agreement
Term |oans(3)(6) 159,795 33114 159,795 11,250 N/A
Bond |etter of credit(4)(6)(7) 102,466 12/31/12 — N/A $1,352
Debt service reserve letter of
credit(5)(6)(7) 22,750 12/31/12 — N/A 318
259,945
Less: Current portion 20,776
$ 239,169

(1) Thebondsare collateralized by an irrevocable |etter of credit and provide for interest at variable rates. The
weighted-average interest rates on the bonds were 2.30% and 3.77% for the years ended December 31, 2008 and
2007, respectively. Remarketing fees paid to the remarketing agent were approximately $100,000 in both 2008 and
2007. These fees are included in interest expense in the accompanying consolidated statements of operations.

(2) Loan payableis collateralized by equipment. The term is 60-months commencing July 2004 with interest fixed at
6.25%.

(3) Theterm loans accrue interest at the applicable London Interbank Offered Rate ("LIBOR"), plus an applicable margin
(1.125% at December 31, 2008). The weighted average interest rates on the term loan were 4.74% and 6.63%, for
2008 and 2007, respectively.

(4) Theletter of credit fee for 2008 and 2007 was 1.125%. In addition, the facility provides for afronting fee of 0.175%
on the stated amount which isincluded in interest expense in the accompanying consolidated statements of operations.

(5) Theletter of credit fee for 2008 and 2007 was 1.50%. In addition, the facility provided for afronting fee of 0.175% on
the stated amount which isincluded in interest expense in the accompanying consolidated statements of operations.

(6) All bonds, loans and credit facilities are collateralized by the assets of the Project and the real estate covered by the
ground lease (Note 1) and are nonrecourse to the Partners. These agreements require compliance with certain negative
and affirmative covenants. The Partnership was in compliance with all debt covenants at December 31, 2008.

(7) Asof December 31, 2008 and 2007, there were no amounts available under the |etter of credit commitments.
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Future minimum payments as of December 31, 2008 are as follows:

(in thousands of dollars)

2009 $ 23,920
2010 27,628
2011 28,235
2012 30,439
2013 26,957
Thereafter 101,980

$ 239159

Interest Rate Swap Agreements

The Partnership is a party to three amortizing interest rate swap agreements with notional amounts outstanding
aggregating $139,066,000 at December 31, 2008 and expiring on various dates through March 31, 2014. Swap payments
related to the agreements covering the variable rate bank debt are made based on the spread between 6.081% (weighted
average of all agreements as of December 31, 2008) and LIBOR multiplied by the notional amounts outstanding. Net
amounts paid to the counterparties were approximately $3,935,000 and $1,287,000 in 2008 and 2007, respectively. These
amounts were recorded as interest expense in the accompanying consolidated statements of operations.

6. Payment in Lieu of Taxes

In January 1991, the Partnership entered into a Payment in Lieu of Taxes ("PILOT"), agreement with the Township of
Carneys Point, amunicipal corporation of the state of New Jersey, which exempts the Partnership from certain property taxes.
The agreement commenced on January 1, 1994, and will terminate on December 31, 2033. PILOT payments are due quarterly
and are expensed as incurred over the term of the agreement. The Partnership expensed approximately $2,400,000 and
$2,300,000 related to the PILOT which isincluded in general and administrative in the accompanying consolidated
statements of operations for the years ended December 31, 2008 and 2007, respectively.

As of December 31, 2008, future payments remaining under the PILOT are as follows:

(in thousands of dollars)

2009 $ 2,600
2010 2,700
2011 2,800
2012 3,000
2013 3,400
Thereafter 122,300

$ 136800
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Thefair value of the Partnership's swap agreements, based upon Level 2—significant other observable inputs, is
estimated to be aliability of approximately $16,292,000 and $10,267,000 as of December 31, 2008 and 2007, respectively
(Notes 2 and 5). The valuation of the Partnership's swap agreements is based on widely accepted valuation techniques
including discounted cash flow analyses which take into consideration among other things the contractual terms of the swap
agreements, observable market based inputs when available, interest rate curves and counterparty credit risk. Judgment is
required in interpreting market data to develop the estimates of fair value. Accordingly, the fair value estimates as of
December 31, 2008 and 2007, are not necessarily indicative of amounts the Partnership could have realized in current
markets.

The carrying amounts of the Partnership's cash and cash equivalents, restricted cash, accounts receivable, other assets,
accounts payable, due to affiliates, accrued liabilities and loan payable approximate their fair value at December 31, 2008,
due primarily to their short-term nature. The fair value of the Partnership's bonds and term loans payable approximates the
carrying value due to the variable nature of the interest obligations thereon.

8. Concentrations of Credit Risk

Credit risk istherisk of loss the Partnership would incur if counterparties fail to perform their contractual obligations.
The Partnership primarily conducts business with counterparties in the energy industry. This concentration of counterparties
may impact the Partnership's overall exposure to credit risk in that its counterparties may be similarly affected by changesin
economic, regulatory or other conditions. The Partnership mitigates potential credit losses by dealing, where practical, with
counterparties that are rated investment grade by a major credit rating agency or have a history of reliable performance within
the energy industry.

The Partnership's credit risk is primarily concentrated with AE, DuPont and the Partnership's coa supplier. AE and
DuPont provided 84.9% and 15.1%, respectively, of the Partnership's revenues for the year ended December 31, 2008 and
accounted for approximately 81.1% and 18.9%, respectively, of the Partnership's accounts receivable balance at
December 31, 2008. The Partnership has a coa supply contract with Consolidated Coal Company, Consolidated Pennsylvania
Coa Company, Consolidated Coal Sales Company and Nineveh Coal Company (together "Consol") who are responsible for
providing 100% of the Company's coa requirements through 2014. The Partnership's credit risk is a so impacted by the credit
risk associated with itsissuing bank of the bond letter of credit, Dexia Credit Locale.

The Partnership is exposed to credit-related losses in the event of nonperformance by counterparties to the Company's
interest rate swap agreements (Notes 2 and 5). The Partnership does not obtain collateral or other security to support such
agreements, but continually monitors its positions with, and the credit quality of, the counterparties to such agreements.

9. Commitments and Contingencies
Power Purchase Agreement

The Partnership has a power purchase agreement (“"PPA") with AE for sales of the Facility's power output during a
30-year period commencing in 1994. The PPA provides AE with dispatch rights over
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the Facility. The pricing structure provides for both capacity and energy payments. Capacity payments are fixed over the life
of the contract. Energy payments are based on a contractual formula which is adjusted annually, as defined in the PPA, based
on autility coal index.

Power Sales Agreement

The Partnership has entered into a supplemental power sales agreement ("PSA") with AE which provides the Partnership
self-dispatch rights for both undispatched PPA and excess energy as well as the right to market excess capacity. The pricing
structure provides for both capacity and energy payments. The Partnership shares margins on the self-dispatched energy with
AE based on hourly wholesale prices. Excess capacity is sold in PIM's periodic auctions and the resulting revenue is shared
between the Partnership and AE. The PSA expires on July 31, 2010.

Steam and Electricity Sales Agreement

The Partnership has a steam and electricity sales agreement with DuPont (the "DuPont Agreement™) for a 30-year period
commencing in 1994. Thereafter, the agreement will remain in effect unless terminated by either party upon at least
36 months' notice. DuPont is required to purchase a minimum of 525,600,000 pounds of process steam per year and no
minimum amount of electricity. The steam priceis adjusted quarterly based on coal price index formulas defined in the
agreement. The electricity price is aso adjusted quarterly based on coal price index formulas and the AE average retail rate,
as defined in the agreement. The Partnership has an ongoing dispute with DuPont over electric energy payment calculation.
Amounts under dispute have not been reflected in revenues in the accompanying consolidated statements of operations.

L ease Commitments

The Partnership leases certain equipment under noncancel able operating leases expiring at various dates through 2022.
For the years ended December 31, 2008 and 2007, the Partnership incurred lease expense of approximately $252,000 and
$251,000, respectively, which isincluded in operations and maintenance expense and general and administrative expensein
the accompanying consolidated statements of operations.

Future minimum |ease payments under the terms of the noncancelable operating agreements, as of December 31, 2008,
are asfollows:

(in thousands of dollars)

2009 $ 202
2010 201
2011 196
2012 194
2013 192
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Environmental

The Partnership is subject to the compliance provisions of Regional Greenhouse Gas Initiative ("RGGI"), a mandatory,
market-based CO, emissions reduction program in ten Northeast and Mid- Atlantic states. Under RGGI the Partnership will
be able to use CO, allowances issued by any of the ten participating states to demonstrate compliance with the state of New
Jersey program. RGGI which is effective January 1, 2009, limits the Facility's CO, emissions and requires a 10 percent
reduction in CO, emissions by 2018. RGGI also requires that the Partnership hold allowances covering the Facility's CO,
emissions which as of December 31, 2008, the Partnership anticipates the compliance will cost approximately $5,000,000 for
2009 based on estimated CO, emissions of 2.0 million tons.

Litigation

In 2005 the Partnership filed alawsuit in New Jersey against Consol for failure to perform under the coal supply
agreement. Consol made counter claims seeking damages against the Partnership. On December 29, 2006 the Partnership and
Consol entered into a settlement agreement which provides for a$0.77 per ton surcharge on future coal purchases until such
surcharges total $4,750,000. In return, Consol acknowledges its obligation to provide the full coal requirements of Chambers,
up to the maximum quantity defined in the coal purchase agreement, irrespective of the underlying PPA, PSA or Dupont
Agreement. On February 2, 2007, the parties dismissed the case with prejudice.

The Partnership experiences routine litigation in the normal course of business. Management is of the opinion that none
of thisroutine litigation will have a material adverse effect on the Partnership's consolidated financial position or results of
operations.

10. Related Parties

The Partnership has a management services agreement with PSC to provide day-to-day management and administration
of the Partnership's business relating to the Facility through September 20, 2018. Compensation to PSC under the agreement
includes a monthly fee of $50,000, wages and benefits for employees working on behalf of the Partnership and other costs
directly related to the Partnership. The Partnership recorded related expense of $1,971,000 and $1,927,000 in general and
administrative expensesin the consolidated statements of operations in 2008 and 2007, respectively. As of December 31,
2008 and 2007, the Partnership owed PSC approximately $116,000 and $144,000, respectively, which isincluded in due to
affiliates in the accompanying consolidated balance sheets. Under the terms of the agreement, $50,000 of the amounts owed
for each of 2008 and 2007 is subordinate to debt service for the Partnership's bonds payable and term loans.

The Partnership has an operations and maintenance agreement with OSC for operations and maintenance of the Facility
through March 6, 2009. The agreement is automatically renewed for periods of 5-years until terminated by either party upon
12-months notice. Compensation to OSC under the agreement includes (i) reimbursement of direct and indirect operational
expenses, (i) abase fee of $600,000 per year; (iii) additional fees based on targeted facility performance; and (iv) a
management performance bonus of up to $150,000 per year, primarily based on the safe operation of the facility as measured
by accepted industry metrics. These fees are adjusted annually by a measure of inflation as defined in the agreement. If the
targeted facility performance is not reached, OSC will pay liquidated
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damages to the Partnership. The related expense of approximately $9,556,000 and $9,024,000 is recorded in operations and
maintenance expenses in the consolidated statements of operationsin 2008 and 2007, respectively. As of December 31, 2008
and 2007, the Partnership owed OSC approximately $280,000 and $487,000 respectively, which isincluded in due to
affiliates in the accompanying consolidated balance sheets. As of December 31, 2008 and 2007, the Partnership has accrued
for fees and bonuses of $1,832,000 and $2,052,000, respectively, which isincluded in due to affiliates in the accompanying
consolidated balance sheets. Included in the amounts owed at December 31, 2007 was $492,000 of capitalized software costs
which isincluded in property and equipment on the accompanying consolidated balance sheet. Included in other current
assets and other assets at December 31, 2008 are $160,000 and $240,000, respectively, of capitalized costs with affiliates. As
of December 31, 2008 and 2007, approximately $549,000 and $607,000 had been advanced to OSC and is included in other
current assets in the accompanying consolidated balance sheets. Under the terms of the agreement, approximately $591,000
and $765,000 of the amounts owed at December 31, 2008 and 2007, respectively, is subordinate to the debt service for the
Partnership's bonds payable and term loans.

*kkk*k
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The combined financial statements of Gregory Partners, LLC, and Gregory Power Partners, L.P., for the years ended
December 31, 2009 and 2008, are presented herein without the related report of independent accountants.
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Gregory Partners, LLC, and Gregory Power Partners, L.P.

Combined Balance Sheets

December 31, 2009 and 2008

Assets
Current assets
Cash and cash equivalents
Accounts receivable
Spare parts inventories
Prepaid expenses
Derivative asset—gas swap contracts
Total current assets

Property, plant and equipment, net
Other assets
Restricted cash and cash equivalents
Deposits
Deferred financing costs, net
Total assets
Liabilitiesand Partners and Members Capital
Accounts payable and accrued liahilities
Current portion of long-term debt
Tota current liabilities

Derivative liability—interest rate swap contract
Long-term debt
Asset retirement obligation and other
Total liabilities
Commitments and Contingencies (See Note 14)

Partners' and members' capital
Contributed capital
Accumulated other comprehensive loss
Retained earnings

Total partners and members' capital

Total liabilities and partners and members' capital

The accompanying notes are an integral part of the combined financial statements.
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2009 2008
$ 5,976,650 5,180,868
11,333,532 9,641,457
4,042,634 4,257,200
401,758 1,751,253
8,560,010 12,971,861
30,314,584 33,811,639
153,936,483 161,859,053
35,777,376 43,788,715
500,000 500,000
1,407,574 1,782,763
$ 221936017 241,742,170
$ 14,770,444 11,024,545
9,424,991 9,644,306
24,195,435 20,668,851
6,463,451 9,895,188
84,632,202 101,435,444
2,258,306 1,926,091
117,549,394 133,925,574
30,330,329 30,330,329
(6,463,451) (9,895,188)
80,519,745 87,381,455
104,386,623 107,816,596
$ 221936017 $ 241742170




Gregory Partners, LLC, and Gregory Power Partners, L.P.

Combined Statements of Operations

Y ears Ended December 31, 2009 and 2008

Revenues
Electricity
Steam
Other

Tota revenue

Operating expenses

Fuel purchased

Operation and maintenance
Depreciation, amortization and accretion
General and administrative

Total operating expenses
Income from operations

Other income (expense)
Interest income

Interest expense

Gain on derivative contracts

Income before income taxes

Income tax expense
Net Income

Other compr ehensiveincome (10ss)

Change in the fair value in the interest rate swap contracts

Comprehensive Income

2009 2008
$ 103,436,357 $ 195,978,663
48,467,709 133,090,568
3,407,688 7,727,498
155,311,754 336,796,729
109,578,737 279,552,454
24,472,247 20,705,193
8,710,155 8,701,677
6,442,707 5,459,489
149,203,846 314,418,813
6,107,908 22,377,916
29,184 1,173,676
(5,847,066) (8,278,857)
6,756,649 7,529,777
7,046,675 22,802,512
381,517 374,024
6,665,158 22,428,488
3,431,737 (4,992,609)
$ 10,096,895 $ 17,435,879

The accompanying notes are an integral part of the combined financial statements.
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Gregory Partners, LLC, and Gregory Power Partners, L.P.
Combined Statements of Changesin Partners and Members Capital

Y ears Ended December 31, 2009 and 2008

Accumulated
Other
Contributed Comprehensive Retained
Capital Income (L 0ss) Earnings Total
Balance, December 31, 2007 $ 30,330,329 $ (4,902579) $ 126,205446 $ 151,633,196
Net income — — 22,428,488 22,428,488
Distributions — — (61,252,479) (61,252,479)
Other comprehensive loss — (4,992,609) — (4,992,609)
Balance, December 31, 2008 30,330,329 (9,895,188) 87,381,455 107,816,596
Net income — — 6,665,158 6,665,158
Distributions — — (13,526,868) (13,526,868)
Other comprehensive gain — 3,431,737 — 3,431,737
Balance, December 31, 2009 $ 30,330329 $ (6,463451) $ 80,519,745 $ 104,386,623

The accompanying notes are an integral part of the combined financial statements.
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Combined Statements of Cash Flows

Y ears Ended December 31, 2009 and 2008

Cash flows from operating activities
Net income

Adjustments to reconcile net income to net cash provided by operating

activities
Depreciation and accretion
Amortization of deferred financing costs
Net derivative activity
Deferred tax liability
Changesin assets and liabilities:
Accounts receivable
Spare parts inventories
Prepaid expenses
Accounts payable and accrued liabilities
Net cash provided by operating activities
Cash flows from investing activities
Purchases of property, plant and equipment
Net change in restricted cash
Cash flows from derivatives
Net cash provided by investing activities
Cash flows from financing activities
Payment of long-term debt
Distributions to partners
Net cash used in financing activities
Net change in cash and cash equivalents

Cash and cash equivalents
Beginning of the period
End of the period

Supplemental disclosure of cash flow infor mation

Cash paid for interest

Gregory Partners, LLC, and Gregory Power Partners, L.P.

2009 2008
6,665,158 $ 22,428,488
8,710,155 8,701,677

375,189 412,707
(6,756,649) (7,529,777)
118,207 —
(1,692,075) 12,360,399
214,566 (741,647)
1,349,495 246,913
3,745,899 (1,284,512)
12,729,945 34,594,248
(573,577) (778,689)
8,011,339 33,510,725

11,168,500 157,500

18,606,262 32,889,536

(17,022,557) (10,589,577)

(13,526,868) (61,252,479)

(30,549,425) (71,842,056)

786,782 (4,358,272)
5,189,868 9,548,140
5976650 $ 5,189,868
5,476,768 $ 7,854,148

The accompanying notes are an integral part of the combined financial statements.




Gregory Partners, LLC, and Gregory Power Partners, L.P.
Notesto Combined Financial Statements

December 31, 2009 and 2008
1. Organization

Gregory Partners, LLC, and Gregory Power Partners, L.P. (collectively, the "Company," the "Partnership” or "Gregory")
were organized on June 1, 1998, as a Delaware limited liability company and a Texas limited partnership, respectively, for
the sole purpose of developing, financing, constructing, owning and operating a 500-megawatt (equivalent) cogeneration
facility (the "Facility") at the Sherwin Alumina, L.P. (formerly Reynolds Metal Company) (BPU Reynolds, Inc.) plant near
Gregory, Texas. The Facility commenced commercial operations on July 15, 2000. The Company operates as a Qualifying
Facility ("QF") pursuant to the Public Utility Regulatory Policies Act ("PURPA"). The Partnership is operated pursuant to the
Gregory Partnership Agreement dated June 1, 1998 (the "Partnership Agreement™). The operation and maintenance services
are provided by subsidiaries of Babcock & Wilcox Company ("B&W"), an unaffiliated company.

Partnership interests are owned by subsidiaries of Javelin Holding, LLC ("Javelin Holding"), awholly owned subsidiary
of Javelin Energy, LLC ("Javelin Energy") and a subsidiary of DPC KY Energy LLC awholly owned subsidiary of Delta
Power Company, LLC ("Delta") called KY Energy, LLC. KY Energy, LLC holds a4% limited partner interest in Gregory
Partners, LLC and Gregory Power Partners, L.P. KY Energy, LLC also holds through its subsidiaries KY Energy Power
Gregory #1, Inc. and KY Energy Power Gregory #2, Inc. a 1% general partner interest in Gregory Partners, LLC and Gregory
Power Partners, LP. Subsidiaries of Javelin Energy hold a 94% limited partnership interest and a 1% general partnership
interest. Javelin Energy is owned by the following six entities: (1) DPC Javelin Energy, LLC, awholly owned subsidiary of
Delta; (2) John Hancock Variable Life Insurance Company; (3) Epsilon Power Funding, LLC (4) John Hancock Life
Insurance Company (5) JH Partnership Holdings |, LP; and (6) JH Partnership Holdings 11, LP.

Under the terms of the Partnership Agreement, the Partnership's profits, losses, and distributions are divided equally,
based on ownership percentages, among the Gregory partners.

The following chart shows the general partners and members managers designated by an asterisk (*) and the Limited
Partners and Members of the Company as of December 31, 2009 and December 31, 2008:

Gregory Gregory Power
Partners, LLC Partners, LP

Javelin Holding, LLC
* Javelin Gregory General Corporation 1%
Gregory Holdings#1, LLC 94%
* Javelin Gregory Remington Corporation 1%
Gregory Holdings#2, LLC 94%
KY Energy, LLC
* KY Energy Power Gregory #1 Inc. 1%
KY Energy, LLC 4%
* KY Energy Power Gregory #2 Inc. 1%
KY Energy, LLC 4%
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December 31, 2009 and 2008
2. Business Risks

Several current issuesin the power industry could have an effect on the Company's financial performance. Some of the
business risks and uncertainties that could cause future results to differ from historical results include, but are not limited to:

e Theuncertain length and severity of the current depressed general financial and economic downturn, the timing and
strength of an economic recovery, if any, and their impacts on the Company's business, including demand for
power, and the ability of contractual counterparties to perform under their contracts with the Company;

e The Company's ability to manage its customers and counterparty exposure and credit risk;

e Competition, including risks associated with marketing and selling power in the evolving energy markets;

*  Regulation in the markets in which the Company participates and the Company's ability to effectively respond to
changesin federal, state and regional laws and regulations;

*  Natura disasters, such as hurricanes, earthquakes and floods, or acts of terrorism that may impact the Company's
power plant or the market it serves;

«  Seasona fluctuations of the Company's results and exposure to variations in weather patterns;

« Disruptionsin, or limitations on, the transportation of natural gas and transmission of power;

» Risksassociated with the operation of a power plant including unscheduled outages and plant inefficiencies;

*  Present and possible future claims, litigation and enforcement actions;

e Theexpiration or termination of the Company's Power Purchase Agreements and the related results on revenues.
3. Summary of Significant Accounting Policies

Basis of Presentation

The combined financial statements have been prepared in accordance with Generally Accepted Accounting Principles
("GAAP") and include the accounts of Gregory Partners, LLC, and Gregory Power Partners, L.P. All significant
intercompany accounts and transactions have been eliminated upon combination. The combination results from the fact that
the companies operate under common control and have significant financia interests in one another. The significant financial
interests relate to the cross collateralization of the assets of the Company's debt agreement as described in Note 6.

Reclassifications

Certain reclassifications have been made to the combined balance sheets, combined statements of operations, and
combined statements of cash flows, to conform to current year presentation.
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3. Summary of Significant Accounting Policies (Continued)
Use of Estimates

The preparation of the Company's financial statementsin conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, expenses, and related disclosures
included in the combined financial statements. Actual results could differ from these estimates.

Significant estimates made by the Company include reserves for doubtful accounts receivable, inventory obsolescence,
accrued expenses, and estimates of discounted future cash flows used in evaluating assets for impairments.

Cash and Cash Equivalents

The Company considers al highly liquid investments with aterm to maturity of three months or less at the date of
purchase to be cash and cash equivalents.

Accounts Receivable and Accounts Payable

Accounts receivable and payable represent amounts due from customers and owed to vendors. Accounts receivable are
recorded at invoiced amounts, net of reserves and allowances as applicable, and do not bear interest. Receivable balances
greater than 30 days past due are individually reviewed for collectability, and if deemed uncollectible, are charged off against
the allowance accounts after all means of collection have been exhausted and the potential recovery is considered remote. The
Company uses an estimate to determine the required allowance for doubtful accounts based on avariety of factors, including
the length of time receivables are past due, economic trends, significant one-time events, and historical write-off experience.
Specific provisions are recorded for individual receivables when the Company becomes aware of a customer's inability to
meet its financial obligations. Reserves and allowances are reviewed annually. No allowance was recorded as of
December 31, 2009 and 2008.

Spare Parts | nventory

Spare parts inventories are valued at the lower of cost or market, with cost determined using a weighted average. The
costs are expensed to plant operating costs as the parts are utilized and consumed.

Accounting for the Impair ment of Long-Lived Assets

The Company evaluates long-lived assets, such as property, plant and equipment, when events or changesin
circumstances indicate that the carrying value of such assets may not be recoverable. When an impairment condition may
have occurred, the Company is required to estimate the undiscounted future cash flows associated with along-lived asset or
group of long-lived assets at the lowest level for which identifiable cash flows are largely independent of the cash flows of
other assets or liabilities for long-lived assets that are expected to be held and used.

In order to estimate future cash flows, the Company considers historical cash flows and changes in the market
environment and other factors that may affect future cash flows. To the extent applicable,
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3. Summary of Significant Accounting Policies (Continued)

the assumptions are consistent with forecasts that the Company is otherwise required to make. The use of this method
involvesinherent uncertainty. The Company uses its best estimates in making these eval uations and considers various factors,
including forward price curves for power, fuel costs, and operating costs. However, actual future market prices could vary
from the assumptions used in the estimates, and the impact of such variations could be material.

During 2009 and 2008, long-lived assets were reviewed and it was determined that no impairment condition had
occurred.

Property, Plant and Equipment

Property, plant and equipment are stated at cost and depreciated over their estimated useful lives using the straight-line
method or machine-hours method. Property, plant and equipment accounts are relieved of the cost and related accumulated
depreciation when assets are disposed of or otherwise retired.

Planned Major M aintenance Accounting

The Company recognizes al expenses related to the Long-Term Service Agreement ("LTSA™) with General Electric
International, Inc. when occurred. See more detail in Note 9.

Deferred Financing Costs

Financing costs incurred related to the debt issuance are deferred and amortized over the term of related debt using a
method that approximates the effective interest rate method. When a debt isretired before its maturity, unamortized deferred
costs are written off and other debt extinguishment costs related to retirement of debt are recognized in the period of
extinguishment. For the years ended December 31, 2009 and 2008, the Company recorded amortization expense of $375,189
and $412,707, respectively and was recorded in interest expense on the accompanying combined statements of operations. As
of December 31, 2009 and 2008, accumulated amortization was $4,545,591 and $4,320,402, respectively.

Restricted Cash and Cash Equivalents

The Company has established escrow accounts held by a trustee pursuant to the terms of the project financing
arrangement as described in Note 6. These funds are held by trustees and are restricted as to payments for future maintenance
on property and equipment, future operating costs and future principal and interest payments, subject to the terms of the
project financing arrangement.

Accounting for Asset Retirement Obligations

The Company has recorded all known asset retirement obligations for which the liability's fair value can be reasonably
estimated under Financial Accounting Standards Board "FASB" ASC Topic 410, Asset Retirement and Environmental
Obligations. Over time, the liability is accreted to its present value each period, and the capitalized cost is depreciated over
the useful life of the related asset. The Company's asset retirement obligations primarily relate to site restoration costs,
including
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3. Summary of Significant Accounting Policies (Continued)

removal costs, environmental remediation ground water monitoring, and the purchase of an environmental insurance policy.

Under these accounting methods, the Company recorded an asset of $829,112, representing the net present value of the
Y ear 2030 asset retirement obligation utilizing a 10.0% risk free cost of capital and aliability of $1,023,595 for the asset
retirement obligation as of January 1, 2003. In addition, the Company will expense an amount equal to (a) the straight-line
depreciation of the site dismantlement asset of $829,112 and (b) an amount equal to the annual increase in the site
dismantlement liability, assuming a 2.5% annual inflation rate through the end of the lease term. Accretion expense was
$214,008 and $192,612 for the years ended December 31, 2009 and 2008, respectively.

Scheduled depreciation expense and accretion expenseis as follows:

Depreciation Accretion

Expense Expense
2010 $ 27637 % 237,787
2011 27,637 264,208
2012 27,637 293,564
2013 27,637 326,182
2014 27,637 362,425
After 2014 428,374 14,904,953

$ 566,559 $ 16,389,119

Derivative | nstruments

The Company follows applicable U.S. accounting standards in accounting for derivative instruments and hedging
activities. These standards require all derivatives to be recognized on the balance sheet and measured at fair value. The
Company records the fair value of derivativesin current assets, long-term assets, current liabilities or long-term liabilities, as
appropriate. If aderivative is designed to meet hedge accounting criteria, the Company is required to measure the
effectiveness of the hedge. The effective portion of the gain (loss) on the derivative instrument is recognized in other
comprehensive income as a component of equity and, subsequently, reclassified into earnings when the forecasted transaction
affects earnings. The ineffective portion of aderivative's change in fair value is required to be recognized in earnings
immediately. Derivatives that do not qualify for hedge treatment must be recorded at fair value with gains (losses) recognized
in earningsin the period of change.

The Company is required by its project financing arrangement to utilize interest rate swap contracts to reduce its
exposure to adverse fluctuations in interest rates on its long-term debt. Such swaps are accounted for as cash flow hedge
transactions, with related gains (losses) being recorded in interest expense as realized and changes in the fair value are
recorded in other comprehensive income (See Note 10).

The Company has entered into several natural gas swap contracts. These contracts are carried in the Company's Balance
Sheet at fair value, with changes in fair value recorded in current earnings in other income on the income statement.
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Revenue Recognition

Capacity revenue is recognized monthly, based on the Facility's availability. Revenues from the sale of power, steam,
spray water, and ancillary services are recorded upon transmission and delivery to the customer.

Fuel Expense

During 2009 and 2008 the Company purchased about half of its gas from Kinder Morgan Tejas Pipeling, LLC. The
remaining half of its gas during this period was delivered to the Company as payment for steam salesto Sherwin
AluminalL.P.

Income Taxes

The Company is exempt from federal and state income taxes. Taxable income or loss from the Company is reportable by
the partners and members on their respective income tax returns. Accordingly, there is no recognition of income taxes in the
combined financial statements. However, Texas imposes its franchise tax at the Company level. Accordingly, a provision and
accrual for current and deferred income taxes for Texas franchise tax have been included in our combined financia
statements.

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for
the future tax consequences attributabl e to differences between the financial statement carrying amounts of existing assets and
liahilities and their respective tax basis. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable incomein the years in which temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities due to a change in tax rates is recognized in income in the period that includes the enactment
date.

Compr ehensive Income

The Company's comprehensive income consists of net income and other items recorded directly to the equity accounts.
The objective isto report a measure of all changes in the partners' and members' capital that result form transactions and other
economic events of the period other than transactions with owners. The Company's other comprehensive income consists
principally of changesin the fair value of interest rate swap contracts that qualify for cash flow hedge treatment.

At December 31, 2009 and 2008, the balance of accumulated other comprehensive loss was $6,463,451 and $9,895,188,
respectively, and consisted of the changesin the fair value of the interest rate swap agreements.

Fair Value of Financial | nstruments

The Company uses the market and income approaches to determine the fair value of its financial assets and liabilities
and considers the markets in which the transactions are executed. Effective in 2009, U.S. accounting standards require the
application of fair value measurement criteria to include both financial and non-financial instruments. Inputs into the
Company's fair value estimates include

F-154




Gregory Partners, LLC, and Gregory Power Partners, L.P.
Notesto Combined Financial Statements (Continued)
December 31, 2009 and 2008
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market quoted prices, LIBOR, and other liquid money market instrument rates. The interest rates used to cal culate the market
value of our interest rate swaps are derived from three month LIBOR future rates. The Company considers the impact of
counterparty credit risk on the fair value of derivative assets, as well as the Company's own credit risk for derivative
liahilities, using the Company's credit spread.

The authoritative guidance related to fair value establishes the fair value hierarchy that prioritizes inputs to valuation
techniques based on observable and unobservable data and categorizes the inputs into three levels, with the highest priority
givento Level 1 and the lowest priority given to Level 3. The levels are described below:

e Level 1—Unadjusted quoted pricesin active markets for identical assets or liabilities;

e Level 2—Significant observable pricing inputs other than quoted prices included with Level 1 that are either
directly or indirectly observable as of the reporting date. Essentially, this represents inputs that are derived
principally from or corroborated by observable market data; and

e Level 3—Generally unobservable inputs, which are devel oped based on the best information available and may
include our own internal data.

Determining the appropriate classification of fair value measurements within the fair value hierarchy requires
management's judgment regarding the degree to which market data is observable or corroborated by observable market data.
If prices change for a particular input from the previous measurement date to the current measurement date, the impact could
result in the financial instrument being moved between Levels, depending upon management judgment of the significance of
the price change of that particular input to the total fair value of the financial instrument.

The carrying amounts reported in the balance sheets of cash and cash equival ents, accounts receivable, accounts payable,
and other payables approximate their respective fair values due to their short maturities. See Note 12 for disclosures regarding
the fair value of other debt instruments and derivatives.

Concentration of Credit Risk

Financial instruments that potentially subject to the Company to credit risk consist primarily of cash and cash
equivalents, restricted cash, accounts receivables, and derivatives. Cash and cash eguivalents, as well as restricted cash
balances, may exceed Federal Deposit Insurance Corporation ("FDIC") insured limits or are invested in money market
accounts with investment banks that are not FDIC insured. The Company places cash and cash equivalents and restricted cash
in what it believes to be credit-worthy financial institutions and certain of the money market accountsinvest in U.S. Treasury
securities or other obligations issued or guaranteed by the U.S. Government, its agencies or instrumentalities. Management
does not believe there is significant risk to the Company relating to the financial ingtitutions. The Company sells power to
Sherwin Aluming, L.P. and Fortis Energy Marketing, Inc. under power purchase contracts and accounts receivable are
concentrated with these customers. The Company has exposure to trends within the power industry, including declinesin the
creditworthiness of its significant customers. The Company generally has not collected collateral or
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other security to support its power-related accounts receivable; however, the Company may require collatera in the future.
Management does not believe there is significant credit risk to the Company associated with its significant customers.

The Company has significant customers for 2009 and 2008, as follows:

2009 2008
Sherwin Alumina, L.P.
Percentage of combined total revenue 36% 45%
Percentage of combined accounts receivable 21% 9%
Constellation Energy Commodities Group, Inc.
Percentage of combined total revenue 0% 55%
Percentage of combined accounts receivable 0% 87%
Fortis Energy Marketing, I nc.
Percentage of combined total revenue 62% 0%
Percentage of combined accounts receivable 79% 0%
Other
Percentage of combined total revenue 2% <1%
Percentage of combined accounts receivable 0% 4%

Accounting and Reporting Developments

Accounting Standar ds Codification and GAAP Hierarchy—Effective for interim and annual periods ending after
September 15, 2009, the Accounting Standards Codification and related disclosure requirements issued by the FASB became
the single official source of authoritative, nongovernmental GAAP. The ASC simplifies GAAP, without change, by
consolidating the numerous, predecessor accounting standards and requirements into logically organized topics. All other
literature not included in the ASC is non-authoritative. We adopted the ASC as of December 31, 2009, which did not have
any impact on our results of operations, financial condition or cash flows as it does not represent new accounting literature or
requirements; however, it did change our references to authoritative sources of GAAP to the new ASC nomenclature.

Fair Value Measurements of Non-Financial Assets and Non-Financial Liabilities—Effective for interim and annual
periods beginning after November 15, 2008, GAAP established new standards related to fair value measurements for
non-financial assets and liabilities. These new standards do not apply to assets and liabilities that were not previously required
to be recorded at fair value, but do apply when other accounting pronouncements require fair value measurements. The new
standards al so define fair value, establish aframework for measuring fair value under GAAP and enhance disclosures about
fair value measurements. We adopted the new standards with respect to non-financial assets and non-financial liabilities as of
January 1, 2009, which had no effect on our results of operations, financial position or cash flows; however, adoption may
impact measurements of asset impairments and asset retirement obligations if they occur in the future.
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Determining Fair Value in Inactive Markets—Effective for interim and annual periods beginning after June 15, 2009,
GAAP established new accounting standards for determining fair value when the volume and level of activity for the asset or
liahility have significantly decreased and the identifying transactions are not orderly. The new standards apply to all fair value
measurements when appropriate. Among other things, the new standards:

«  affirm that the objective of fair value, when the market for an asset is not active, is the price that would be received
in asale of the asset in an orderly transaction;

» clarify certain factors and provide additional factors for determining whether there has been a significant decrease
in market activity for an asset when the market for that asset is not active;

e providethat atransaction for an asset or liability may not be presumed to be distressed (not orderly) simply because
there has been a significant decrease in the volume and level of activity for the asset or liability, rather, a company
must determine whether atransaction is not orderly based on the weight of the evidence, and provide a
non-exclusive list of the evidence that may indicate that a transaction is not orderly; and

e requiredisclosure in interim and annual periods of the inputs and valuation techniques used to measure fair value
and any change in valuation technique (and the related inputs) resulting from the application of the standard,
including quantification of its effects, if practicable.

These new accounting standards must be applied prospectively and retrospective application is not permitted. We
adopted these new standards during 2009, which resulted in a clarification of existing accounting guidance with no change to
our accounting policies and had no effect on our results of operations, cash flows or financial position. See Note 11 for
disclosure of our fair value measurements.

Disclosures About Derivative Instruments and Hedging Activities—Effective for interim and annual periods beginning
after November 15, 2008, GAAP established enhanced disclosure requirements relating to an entity's derivative and hedging
activities to enable investors to better understand their effects on the entity's financial position, financial performance, and
cash flows. We adopted the new disclosure requirements as of January 1, 2009. Adoption resulted in additional disclosures
related to our derivatives and hedging activities including additional disclosures regarding our objectives for entering into
derivative transactions, increased balance sheet and financial performance disclosures, volume information and credit
enhancement disclosures. See Note 9 for our derivative disclosures.

Subsequent Events—Effective for interim and annual periods ending after June 15, 2009, GAAP established general
standards of accounting for and disclosure of eventsthat occur after the balance sheet date but before financia statements are
issued or are available to be issued. The new requirements do not change the accounting for subsequent events: however, they
do require disclosure, on a prospective basis, of the date an entity has eval uated subsequent events. We adopted these new
requirements during 2009, which had no impact on our results of operations, financial condition or cash flows. We have
evaluated subsequent events up to the time of issuance of this Report on April 9, 2010.
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4. Restricted Cash and Cash Equivalents

Pursuant to the Depositary Agreement dated November 18, 1998 (as amended), the Company established certain reserve
funds for the operation of the plant: operating account, debt payment account, major maintenance reserve account, DSR
account, fuel account, distribution retention account, |oss proceeds account, calculation holding account, PSA collateral
account, IDR account, shortfall reserve account, and special reserve account. Restricted cash and cash equivalents consist of

the following at December 31, 2009 and 2008, respectively:

2009 2008
Debt Service Reserve 10,000,200 $ 10,078,335
Distribution Retention 1,288,940 1,606,778
Calculation Holding 1,169,591 3,556,426
Major Maintenance 12,920,245 20,301,049
IDR 500,010 564,726
PSA Collateral — 8,381
Javelin Equity Support 4 7,289,448
Project Equity Support — 383,572
Special Reserve 9,898,386 —
Total Restricted Cash and Cash Equivalents 35777376 $ 43,788,715

5. Property, Plant and Equipment
Plant and equipment consist of the following at December 31, 2009 and 2008, respectively:
Useful Lives 2009 2008

Plant and related equipment 5-30years $ 246,907,519 $ 246,498,709
Office and transportation equi pment 3-10years 1,333,292 1,168,525
248,240,811 247,667,234

Less: Accumulated depreciation (94,304,328) (85,808,181)
Net plant and equipment $ 153,936,483 $ 161,859,053

Depreciation expense for the years ended December 31, 2009 and 2008 amounted to $8,496,147 and $8,509,066,
respectively. Approximately 14% of plant and related equipment is depreciated using the machine-hours method in 2009 and

2008.

6. Long-Term Debt

The Company has a 17 year loan, expiring September 30, 2017 with ING Capital, LLC that provides for quarterly
principal payments and interest at LIBOR plus 1.375% during 2007 and through October 2, 2008. On October 2, 2008 the
interest rate changed to LIBOR plus 1.5%. The effective interest rate at December 31, 2009 and 2008 was approximately

5.2% and 7.3% respectively.

Borrowings are obligations solely of the Company and the lender's collateral is substantially all of the assets of the

Company. The lenders have no contractual recourse to the partners. The loan
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agreement contains various affirmative and negative covenants involving the operation of the Facility, compliance with laws,
and incurrence of additional debt and restricted payments.
The most restrictive covenants under the term loan are as follows:

(1) The Company must give prompt noticeto ING Capital, LLC of any contractual obligationsincurred by the
Company exceeding $250,000 per year.

(2) The Company must give prompt notice to ING Capital, LLC of any potential litigation that may exceed $250,000.

Scheduled maturities of the long-term debt are as follows:

2010 $ 9,424,991
2011 10,194,379
2012 10,963,766
2013 11,829,326
2014 12,791,060
After 2014 38,853,671
94,057,193
Less: Current portion (9,424,991)

$ 84,632,202

Thefair value of the debt as of December 31, 2009 was approximately $87,148,838.

In November 2008, the Company provided a notice letter to ING Capital, LLC advising that it wasin a state of default
under the Credit Agreement. The default situation was the result of the expiration of the Texas state authorization in March
2008 for its Prevention of Signification Deterioration ("PSD") Air Permit. The Company signed an Agreed Order with the
Texas Commission of Environmental Quality ("TCEQ") on March 24, 2009 which provided the state's authority to operate
under the terms of the former PSD Air Permit until a new permit was issued. The Company concurrently provided notice to
ING Capital, LLC that the default situation was cured. On March 15, 2010, the new permit was issued.

7. Income Taxes

Under federal income tax rules, the Company istreated as a partnership and is not subject to any entity level federal
income tax. However, the Company is subject to the Texas franchise tax which generally imposes atax at the "margin” level.
Income tax expense consists of the following components:

Current $ 263310
Deferred 13,187
Prior year true up 105,020
Total income tax expense $ 381517
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The federal statutory income tax rate that applies to the Company in the present form is 0%. The income tax provision of
$381,517 attributable to continuing operations is the result of applying Texas franchise tax provisions and is the only
difference from the amount of income tax expense determined by applying the federal statutory income tax rate. The income
tax expense for the Texas franchise tax reflected on the Company's combined statement of operations for the year ended
December 31, 2009, includes an expense of $105,020 to revise prior year deferred tax estimates. The Company has an
effective tax rate of 5.4% for the year ended December 31, 2009. Excluding the income tax expense that was recorded in
2009 due to revisions of prior year estimate, the Company would have an effective tax rate of 3.9%.

Deferred tax liabilities of $118,207 at December 31, 2009, result from book versus tax basis differences attributable to
property, plant, and equipment, and is included in asset retirement obligation and other in the accompanying combined
balance sheets.

8. Related Party Transactions

The Company entered into an agreement as of January 1, 2001, whereby it reimburses Deltafor salaries and benefits for
the General Manager and staff that are assigned to the Company. Payments to Delta for salaries and benefits totaled $559,389
and $497,215 for the years ended December 31, 2009 and 2008, respectively and are included in general and administrative
expense in the combined statements of operations. At December 31, 2009 and 2008, respectively, $137,099 and $138,978
were payable to Delta which was included in accounts payable and accrued liabilities in the accompanying combined balance
sheets.

9. Significant Agreementswith Third Parties
Power Purchase Agreements
Sherwin Alumina, L.P. (" Sherwin")

The Company and Reynolds Metals Company entered into an Energy Services Agreement ("ESA") for aterm of
35 years effective June 30, 1998, and ending on the 35-year anniversary of the Commercial Operations Date, ("COD" as
defined in the ESA as August 1, 2000). The ESA affords Reynolds the right to purchase a portion of the Company's steam
and electricity production for aterm ending on the 20-year anniversary of the COD, with aright to extend this term for up to
three additional 5-year terms upon providing the Company with at least two years' notice prior to the expiration date. On
December 31, 2000, the ESA was assigned to and assumed by BPU Reynolds. On August 1, 2001, the ESA was assigned to
and assumed by Sherwin Alumina, L.P. The provisions of the ESA allow Sherwin to provide natural gasin lieu of acash
payment as compensation for the steam they purchase for their production needs. The Partnership records the related steam
revenue in revenue and an equivalent natural gas expense recorded in fuel purchased in the accompanying combined
statements of operations.

Constellation Energy Commodities Group, Inc (" CCG")

The Company and CCG entered into a power sales agreement ("CCG PSA") as of August 29, 2005, whereby the
Company agreesto sell and CCG agreesto purchase certain quantities of electricity
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capacity and energy, aswell as ancillary service capabilities. The CCG PSA has aterm of three years and four months from
September 1, 2005, ending December 31, 2008.

The CCG PSA expired on December 31, 2008, and was replaced with a power sales agreement with Fortis Energy
Marketing & Trading GP.

Fortis Energy Marketing & Trading GP (" Fortis")

The Company and Fortis entered into a power sales agreement ("Fortis PSA") as of July 23, 2007, whereby the
Company agreesto sell and Fortis agrees to purchase certain quantities of electricity capacity and energy, as well as ancillary
service capabilities. The Fortis PSA has aterm of five years beginning January 1, 2009.

The Fortis PSA calls for afixed capacity component and a variable energy component. The Fortis PSA includes a
provision that requires the Company to provide Credit Support which was delivered to Fortis by the Company in July 2007 in
the form of aletter of credit for $10 million. The letter of credit expired on July 23, 2008 Currently, Arroyo DP Holdings, LP,
Delta's parent, provides an approximate $1.4 million cash collateral as credit support for this agreement.

The Company is subject to operational and contractual risks associated with the Fortis PSA. Risks include, but are not
limited to, output capacity and availability. Management has taken steps to manage physical and contractual risks; however,
such risks cannot be eliminated.

Ener gy Management Agreements
Tenaska Power Services Co. (" TPS")

On December 6, 2006, the Company and TPS entered into an Energy Management Agreement ("EMA") whereby TPSis
to provide energy management services for the Facility by acting as the Company's qualified scheduling entity with ERCOT
and marketing the excess power (~5 to 55 MWhs) from the Facility generated above the volumes committed to Sherwin,
CCG and Fortis. The agreement primary term expired on December 31, 2008. The agreement automatically renewed and will
continue to automatically renew for successive one year terms unless terminated by either party by giving awritten notice to
the other party. No termination notice was produced by either party in 2008 or 2009. The Company provided TPS a cash
deposit in lieu of an irrevocable letter of credit in the amount of $500,000 which is included in deposits in the accompanying
combined balance sheets.

Gas Purchase and Transportation Agreements
Kinder Morgan

Coral Energy Resources, L.P., Coral Energy, L.P. (together, "Cora") and the Company entered into an Amended and
Restated Gas Sales Agreement (the "GSA"), as of November 20, 1998, whereby Coral agreesto sell, at an agreed upon price.
to the Company up to 62,000 MMBtu per day of natural gas, the Facility's estimated maximum daily fuel requirement (net of
gas supplied by Sherwin). On February 28, 2002, the GSA was assigned to and assumed by Kinder Morgan Tejas Gas
Pipeline, which underwent a name change to Kinder Morgan Tejas Pipeline, LLC ("Kinder Morgan"). The Company has no
obligation to purchase any gas under the GSA beyond the first two contract years.
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The GSA has a primary term of ten years from the COD (as defined in the ESA as August 1, 2000). The GSA includes a
provision that requires the Company to provide additional credit support under certain circumstances.

Tejas Gas Pipeline L.P.

Tejas Gas Pipeline L.P., ("Tegjas") and the Company entered into an Amended and Restated | ntrastate Gas
Transportation Agreement (the "Intrastate Agreement"), as of November 20, 1998, whereby Tejas agrees to provide firm
transportation for the Facility of up to 62,000 MM Btu per day of gas.

The Intrastate Agreement has a primary term of ten years from the COD (as defined in the ESA as August 1, 2000), but
the Company may terminate the Intrastate Agreement at the end of the fifth contract year upon at least 60 days notice to
Teas.

Constellation NewEnergy, Inc. (" CNE")

On April 27, 2006, the Company and CNE entered into a one year Master Retail Power Sales Agreement, whereby CNE
agreed to supply full requirements for electric energy, including standby electricity and provide any additional energy and
services as the Company may require in the event it is required to import electricity to support it and/or its steam hosts
production requirements. The price of the electricity isthe Market Clearing Price of Electricity plus $0.50, with a monthly fee
of $3,000. On April 23, 2007, the agreement was extended until April 26, 2008. On February 6, 2008, the agreement was
modified to change the term from one year to three years ending on April 26, 2009. On April 27, 2009, the agreement was
extended for an additional one year term ending on April 26, 2010. The price of the electricity was also changed to ERCOT's
applicable zonal market clearing price for energy for the Delivery Point as posted on its website plus $5.50.

San Patricio Municipal Water District

The Company and the San Patricio Municipal Water District ("SPMWD") entered into a Raw Water Contract (the
"RWC") as of September 15, 1998, that provides, in part, that SPMWD will sell and deliver up to 2 million gallons of water
per day to the Company. Theinitia term of the RWC is 20 years. Monthly hillings for water sold to the Company are based
on rates set annually to recover SPMWD's cost of service. Under the terms of the RWC, SPMWD will reserve specified
capacity in itsfacilities to deliver water to the Facility.

General Electric International, Inc.

The Company and General Electric International, Inc. ("GE") entered into aLong-Term Service Agreement ("LTSA") as
of September 30, 2001, whereby GE agrees to manage future planned maintenance and certain additional maintenance with
respect to the two gas turbines at the Facility, including the combustion and turbine sections of the covered units and their
Mark V control system. Theinitial term of the contract is the earlier of the time when covered units experience their second
major inspection, as described under the contract or 17 years from the effective date of the contract. The contract was
amended as of March 31, 2006 to extend the term of coverage until each covered unit
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reaches the later of 120,000 factored fired hours of operation or completion of the first hot path inspection after the second
major inspection as defined in the contract.

Koch Supply & Trading, LP

On January 7, 2009 the Company entered into an agreement with Koch Supply & Trading, LP ("Koch") for the
Company to sell 500 tons of 2009 CAIR Annual NOx Allowances at $5,000 per ton. The $2.5 million payment from Koch
was received on February 6, 2009 and was a component of other revenues in the accompanying combined statement of
operations.

10. Interest Rate Swap Contract

To protect the project lenders from the uncertainty of interest rate changes during the term of the loan, the Company was
required by the project financing agreement to fix or hedge fifty percent (50%) of the original balance of the term loan by
entering into an interest rate swap contract. The agreement with ING Capital LLC, dated November 23, 1998, requires the
Company to make fixed interest payments at arate of 5.95% for the term of the loan and the Company will receive interest at
avariable rate equal to the rate on the debt hedged. The contract has a notional amount of approximately half of the
outstanding principle balance of the loan. The interest rate swap contract matures at the time the related debt matures.

The effective portion of the unrealized gain or loss on an interest rate swap designated and qualifying as a cash flow
hedging instrument is reported as a component of other comprehensive income ("OCI") and such gains and losses are
reclassified into earnings in the same period during which the hedged forecasted transaction affects earnings. Gains and losses
due to ineffectiveness on interest rate swaps are recognized currently in earnings as a component of interest expense. If it is
determined that the forecasted transaction is probable of not occurring, then hedge accounting will be discontinued
prospectively and the associated gain or loss previously deferred in OCI isreclassified into current income. If the hedging
instrument is terminated or de-designated prior to the occurrence of the hedged forecasted transaction, the gain or loss
associated with the hedge instrument remains deferred in OCI until such time as the forecasted transaction impacts earnings,
or until it is determined that the forecasted transaction is probable of not occurring.

As of December 31, 2009 and 2008, the Company had recorded cumulative losses of $6,463,451 and $9,895,188,
respectively, in other comprehensive income. Upon termination of the loan and swap contract any amount recorded in other
comprehensive income will be reclassified into earnings.

11. Natural Gas Swap Contracts

On June 15, 2007, the Company entered into a financial swap agreement with Semprafor a period of one year from
January 1, 2008 through December 31, 2008. The agreement requires the Partnership to sell 4,500,000 MM Btu of gas during
the year at afixed price of $8.70 per MMBtu. The agreement also includes a coincident gas purchase contract to purchase a

like amount of gas at a Houston Ship Channel/Beaumont, Texas price index through the same period.

On March 3, 2008 the Company entered into another financial swap agreement with Semprafor a period of one year
from January 1, 2009 through December 31, 2009. The agreement requires the
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Partnership to sell 2,100,000 MMBtu of gas during the year at afixed price of $9.10 per MMBtu. The agreement also
includes a coincident gas purchase contract to purchase a like amount of gas at a Houston Ship Channel/Beaumont, Texas
price index through the same period.

On June 9, 2008, the Company entered into another financial swap agreement with Sempra for a period of one year from
January 1, 2010 through December 31, 2010. The agreement requires the Partnership to self 2,100,000 MMBtu of gas during
the year at afixed price of $9.91 per MMBtu. The agreement also includes a coincident gas purchase contract to purchase a
like amount of gas at a Houston Ship Channel/Beaumont, Texas price index through the same period.

These contracts are carried in the accompanying combined balance sheets at their fair value of $8,560,010 and
$12,971,861 as of December 31, 2009 and 2008, respectively in derivative asset—gas swap agreement, with changesin fair
value recorded in current earnings in other income in the combined statements of operations.

12. Fair Value Disclosures

The Company adopted the provisions of FASB ASC 820, Fair Vaue Measurements and disclosures, effective January 1,
2008. FASB ASC 820 definesfair value, establishes aframework for measuring fair value under GAAP and enhances
disclosures about fair value measurements.

Fair Valueis defined as the price that would be received to sell an asset or paid to transfer aliability in an orderly
transaction between market participants at the measurement date. Valuation techniques used to measure fair value, as required
by Topic 820 of the FASB ASC, must maximize the use of observable inputs and minimize the use of unobservable inputs.

The standard describes afair value hierarchy based on three levels of inputs, of which the first two are considered
observable and the last unobservable, that may be used to measure fair value. The Company's assessment of the significance
of aparticular input to the fair value measurements requires judgment, and may affect the valuation of the assets and
liahilities being measured and their placement within the fair value hierarchy.

The following table summarizes the fair values of the Company's derivatives based on the inputs used as of
December 31, 2009 and 2008 in determining such fair values:

Quoted Pricesin Significant Significant
Fair Market Active markets for Other Observable Unobservable

Valueon Identical Assets Inputs Inputs

Description 12/31/2009 (Level 1) (Level 2) (Level 3)
Natural gas swaps $ 8,560,010 8,560,010 —
Interest rate swaps $ (6,463,451) — (6,463,451) —
Restricted cash and cash equivalents $ 35,777,376 35,777,376 — —
$ 37873935 $ 3H777316 3 2096559 $ —
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Quoted Pricesin Significant Significant
Fair Market Active markets for Other Observable Unobservable

Valueon Identical Assets Inputs Inputs

Description 12/31/2008 (Level 1) (Level 2) (Level 3)
Natural gas swaps $ 12,971,861 — 12,971,861 —
Interest rate swaps $ (9,895,188) — (9,895,188) —
Restricted cash and cash equivalents $ 43,788,715 43,788,715 — —
$ 46,865,388 3 43788715 $ 3076673 $ —

For derivatives for which fair value is determined based on multiple inputs, fair value accounting standards require that
the measurement for an individual derivative to be categorized within asingle level based on the lowest-level input that is
significant to the fair value measurement in its entirety.

Fair value inputs for natural gas swapsin Level 2 are market prices. Fair value inputs for interest rate swapsin Level 2
are three month LIBOR future rates. Fair value inputs for restricted cash and cash equivaentsin Level 1 are the Company's
money market accounts.

The carrying amount of cash and cash equivalents approximate their fair value principally due to the short-term nature of
these instruments. The fair value of the Company's long-term debt approximates the carrying amounts by virtue of the
variable rate interest arrangements associated with the debt (See Note 6). The fair values of the interest rate swap contract and
natural gas swap contracts equal the carrying value and were determined using the estimated amount the Company would
receive to terminate the contracts. See Notes 10 and 11 for additional disclosure regarding the Company's accounting for its
interest rate swap contract and natural gas swap contracts, respectively.

13. Ground L ease

The Company leases the land where the Facility islocated from Sherwin under a 35-year term operating lease. The
annual rent is $1 per year. The Company is required to pay al taxes, assessments, and fees on the leased property during the
lease term. If the agreement isterminated prior to the 35-year term, the Company shall pay rent in equal monthly installments
in an amount based on the market value of the unimproved land as determined at the time the agreement is terminated.

14. Commitments and Contingencies

There are commitments and contingencies arising from the ordinary course of business to which the Company is party. It
is management's belief that the ultimate resolution of those commitments and contingencies will not have a materia adverse
impact on the Company's financial position or results of operations.

15. Subsequent Events

The Company has evaluated events subsequent to December 31, 2009 through April 9, 2010, the date the financial
statements were available to be issued, and identified no events to be disclosed.
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The combined financial statements of Gregory Partners, LLC, and Gregory Power Partners, L.P., for the years ended
December 31, 2008 and 2007, are presented herein without the related report of independent accountants for the year ended

December 31, 2008. The report of independent accountantsis presented for the year ended December 31, 2007 pursuant to
the requirements of Rule 3-09 of Regulation S-X.
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PRICEWATERHOUSE(COPERS

Pricewater houseCoopersLLP
300 Atlantic Street

Stamford CT 06901

Telephone (203) 539-3000
Facsimile (203) 207-3999

Report of Independent Auditors

To the Board of Managers of
Gregory Partners, LLC and
Gregory Power Partners, L.P..

In our opinion, the accompanying combined balance sheet and the related combined statements of operations, of changes
in partners and members' capital and of cash flows present fairly, in all material respects, the combined financial position of
Gregory Partners, LLC, and Gregory Power Partners, L.P., (the "Company") at December 31, 2007, and the combined results
of their operations and their combined cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America. These combined financial statements are the responsibility of the Company's
management. Our responsibility isto express an opinion on these financial statements based on our audit. We conducted our
audit of these statements in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures
in thefinancial statements, ng the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Asdiscussed in Note 2 to the combined financia statements, the Company has adopted a new method of accounting for
planned major maintenance.

/< PricewaterhouseCoopers LLP
March 28, 2008
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Assets
Current assets
Cash and cash equivalents
Accounts receivable
Spare parts inventories
Prepaid expenses and other current assets

Total current assets

Property, plant and equipment, net
Other assets
Restricted cash and cash equivalents
Deposits
Deferred financing costs, net
Total assets
Liabilitiesand Partners and Members Capital
Accounts payable and accrued liabilities
Current portion of long-term debt
Tota current liabilities

Derivative liability—interest rate swap contract
Asset retirement obligation
Long-term debt
Total liabilities
Partners' and members' capital
Contributed capital
Accumulated other comprehensive income (10ss)
Retained earnings
Total partners and members' capital

Total liabilities and partners and members' capital

2008 2007
$ 5189,868 $ 9,548,140
9,641,457 22,001,856
4,257,200 3,515,553
14,723,114 7,597,750
33,811,639 42,663,299
161,859,053 169,589,429
43,788,715 77,299,440
500,000 500,000
1,782,763 2,195,470
$ 241742170 $ 292247638
$ 11,024545  $ 12,309,057
9,644,306 9,042,396
20,668,851 21,351,453
9,895,188 4,902,579
1,926,091 1,733,479
101,435,444 112,626,931
133,925,574 140,614,442
30,330,329 30,330,329
(9,895,188) (4,902,579)
87,381,455 126,205,446
107,816,596 151,633,196
$ 241742170 $ 292,247,638

The accompanying notes are an integral part of the combined financial statements.
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2008 2007
Revenues
Electricity $ 195,978,663 158,248,249
Steam 133,090,568 107,778,817
Other 7,727,498 2,549,322
Total revenue 336,796,729 268,576,388
Operating expenses
Fuel purchased 279,552,454 221,549,966
Operation and maintenance 20,705,193 15,396,854
Depreciation, amortization and accretion 9,114,384 9,133,264
Genera and administrative 5,833,513 5,660,521
Total operating expenses 315,205,544 251,740,605
Income from operations 21,591,185 16,835,783
Other income (expense)
Interest income 1,173,676 4,150,787
Interest expense (7,866,150) (9,494,485)
Gain on derivative contract 7,529,777 6,398,161
Net Income 22,428,488 17,890,246
Other compr ehensiveincome (10ss)
Change in the fair value in the interest rate swap contract (4,992,609) (1,852,692)
Comprehensive Income $ 17435879 $ 16,037,554

The accompanying notes are an integral part of the combined financial statements.
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Y ears Ended December 31, 2008 and 2007

Accumulated
Other
Contributed Comprehensive Retained
Capital Income (L 0ss) Earnings Total
Balance, December 31, 2006 $ 30,330,329 $ (3,049,887) $ 108,315,200 135,595,642
Net income — — 17,890,246 17,890,246
Other comprehensive loss — (1,852,692) — (1,852,692)
Balance, December 31, 2007 30,330,329 (4,902,579) 126,205,446 151,633,196
Net income — — 22,428,488 22,428,488
Distributions — — (61,252,479) (61,252,479)
Other comprehensive loss — (4,992,609) — (4,992,609)
Balance, December 31, 2008 $ 30,330,329 $ (9,895,188) $ 87,381,455 $ 107,816,596

The accompanying notes are an integral part of the combined financial statements.
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Y ears Ended December 31, 2008 and 2007

Cash flows from operating activities
Net income

Adjustments to reconcile net income to net cash provided by operating

activities
Depreciation, amortization and accretion
Net derivative activity
Changesin assets and liabilities
Accounts receivable
Spare parts inventories
Prepaid expenses and other current assets
Accounts payable and accrued liabilities
Net cash provided by operating activities
Cash flows from investing activities
Purchases of plant and equipment
Net change in assets restricted asto use
Cash flows from derivatives
Net cash (used in)/provided by investing activities
Cash flows from financing activities
Payment of long-term debt
Distributions to partners
Net cash used in financing activities
Net change in cash and cash equivalents

Cash and cash equivalents
Beginning of the period
End of the period

Supplemental disclosure of cash flow infor mation
Cash paid for interest

2008 2007
22428488 $ 17,890,246
9,114,384 9,133,264
(7,529,777) (6,398,161)
12,360,399 2,150,649
(741,647) (1,193,244)
246,913 1,135,144
(1,284,512) 810,009
34,594,248 23,527,907
(778,689) (651,713)
33,510,725 (22,671,989)
157,500 10,312,500
32,889,536 (13,011,202)
(10,589,577) (8,516,674)
(61,252,479) —
(71,842,056) (8,516,674)
(4,358,272) 2,000,031
9,548,140 7,548,109
5189,868 $ 9,548,140
7,854,148 $ 9,538,497

The accompanying notes are an integral part of the combined financial statements.
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1. Organization

Gregory Partners, LLC, and Gregory Power Partners, L.P. (collectively, the "Company," the "Partnership” or "Gregory")
were organized on June 1, 1998, as a Delaware limited liability company and a Texas limited partnership, respectively, for
the sole purpose of developing, financing, constructing, owning and operating a 500-megawatt (equivalent) cogeneration
facility (the "Facility") at the Sherwin Alumina, L.P. (formerly Reynolds Metal Company) (BPU Reynolds, Inc.) plant near
Gregory, Texas. The Facility commenced commercial operations on July 15, 2000. The Company operates as a Qualifying
Facility ("QF") pursuant to the Public Utility Regulatory Policies Act ("PURPA"). The Partnership is operated pursuant to the
Gregory Partnership Agreement dated June 1, 1998 (the "Partnership Agreement™). The operation and maintenance services
are provided by subsidiaries of Babcock & Wilcox Company ("B&W"), an unaffiliated company.

Partnership interests are owned by subsidiaries of Javelin Holding, LLC ("Javelin Holding"), awholly owned subsidiary
of Javelin Energy, LLC ("Javelin Energy") and a subsidiary of DPC KY Energy LLC awholly owned subsidiary of Delta
Power Company, LLC ("Delta") called KY Energy, LLC. KY Energy, LLC holds a4% limited partner interest in Gregory
Partners, LLC and Gregory Power Partners, L.P. KY Energy, LLC also holds through its subsidiaries KY Energy Power
Gregory #1, Inc. and KY Energy Power Gregory #2, Inc. a 1% general partner interest in Gregory Partners, LLC and Gregory
Power Partners, LP. Subsidiaries of Javelin Energy hold a 94% limited partnership interest and a 1% general partnership
interest. Javelin Energy is owned by the following four entities: (1) DPC Javelin Energy, LLC (2) John Hancock Variable
Life Insurance Company; (3) Epsilon Power Funding, LLC; and (4) John Hancock Life Insurance Company.

Effective January 1, 2007, the membership interest in DPC Javelin Energy, LLC and DPC KY Energy, LLC were
acquired by Arroyo DP Holdings, LP, an indirect wholly owned subsidiary of JP Morgan Chase & Co.

Under the terms of the Partnership Agreement, the Partnership's profits and losses are divided equally, based on
ownership percentages, among the Gregory partners. No distributions were allowed to be made without lender consent
through December 31, 2007. Starting in 2008 al distributions are divided based on ownership percentages.

Javelin Gregory General Corporation and KY Energy Power Gregory #1, Inc. (the "general partners") are responsible for
the management, operation and control of the business and affairs of the Partnership, except in certain matters requiring a
vote by the limited partners. Each of the general partners designated two representatives (" Designated Representatives') to
represent it for purposes of making management decisions regarding the business of the Partnership. Each such Designated
Representative has the authority to act for and bind the designating general partner in the affairs of the Partnership. The
general manager, appointed by the general partners, isresponsible for conducting all aspects of the ordinary, day-to-day
business affairs and operation of the Partnership in accordance with the business plan approved by the general partners.

Javelin Gregory Remington Corporation and KY Energy Power Gregory #2, Inc, (the "member managers') manage the
business, property and affairs of Gregory Partners, LLC. Except for certain matters outlined in the Gregory Partners, LLC
Operating Agreement, the member managers may make all decisions and take all actions for Gregory Partners, LLC. Each of
the member managers designated two representatives to represent it for purposes of making management decisions regarding
business
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matters. The general manager appointed by the member managersis responsible for conducting all aspects of the ordinary

day-to-day and usual business affairs and operations of Gregory Partners, LL C in accordance with the business plan approved
by the member managers.

The following chart shows the general partners and members managers designated by an asterisk (*) and the Limited
Partners and Members of the Company as of December 31, 2008 and December 31, 2007:

Gregory
Gregory Power
Partners, LLC Partners, LP
Javelin Holding, LLC
* Javelin Gregory General Corporation 1%
Gregory Holdings#1, LLC 94%
* Javelin Gregory Remington Corporation 1%
Gregory Holdings#2, LLC 94%
KY Energy, LLC
i KY Energy Power Gregory #1 Inc. 1%
KY Energy, LLC 4%
i KY Energy Power Gregory #2 Inc. 1%
KY Energy, LLC 4%

2. Summary of Significant Accounting Policies
Basis of Presentation

The combined financial statements include the accounts of Gregory Partners, LLC, and Gregory Power Partners, L.P.
All significant intercompany accounts and transactions have been eliminated upon combination. The combination results
from the fact that the companies operate under common control and have significant financial interests in one another. The
significant financial interests relate to the cross collateralization of the assets of the Company's debt agreement as described
in Note 5.

Use of Estimates

The preparation of the Company's financial statementsin conformity with generally accepted accounting principles
necessarily requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the balance sheet dates and the reported amounts of revenue and expense
during the reporting periods for certain accruals. Actual results could differ from these estimates.

Cash Equivalents

The Company considers al highly liquid investments with aterm to maturity of three months or less at the date of
purchase to be cash equivalents.
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Revenue Recognition

Revenues are recorded based on power, steam, spray water, and ancillary services delivered to customers through
period-end.

Included in 2007 revenues and net incomeis a $2.4 million charge relating to 2005 and 2006 billings to Constellation for
ancillary services under the Power Purchase Agreement (Note 4). The Company and Constellation agreed to revise the rates
for such services retroactive to 2005 as the PPA allows a 24-month true up for invoices. The Company refunded Constellation
the amount in December 2007.

Spare PartsInventory
Spare parts inventory of the Company is valued at the lower of cost or market.
Property, Plant and Equipment

Property, plant and equipment are stated at cost and depreciated over their estimated useful lives using the straight-line
method or machine-hours method. Property, plant and equipment accounts are relieved of the cost and related accumulated
depreciation when assets are disposed of or otherwise retired.

Planned Major Maintenance Accounting

Effective with the commencement of the Facility's operations, the Company expensed major maintenance expense costs
asincurred and depreciated major maintenance component capital costs over the useful lives of the components, rather than
the lives of the assetsin which they areinstalled.

Until recently, the AICPA Industry Audit Guide, Audits of Airlines ("Airline Guide") was the primary guidance for
accounting for planned major maintenance in al industries. The accrue-in-advance methodology was an acceptable method
based on the accounting guidance prior to the issuance of FSP AUG AIR-1. In September 2006, FASB issued FSP AUG
AIR-1 (effective for fiscal years beginning after December 15, 2006), which prohibits the use of the accrue in-advance
method of accounting for planned major maintenance. The Company has adopted this hew pronouncement on January 1,
2007, and has changed its accrue-in-advance method to the direct method, recognizing all expenses related to the Long-Term
Service Agreement ("LTSA") with General Electric International, Inc. when incurred. See more detail in Note 4. The impact
on 2006 and prior years financial statements was not material.

Accounting for the Impairment of Long-Lived Assets

The Company accounts for impairment of long-lived assets in accordance with Statement of Financial Accounting
Standards ("SFAS") No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. SFAS No. 144 requires that
long-lived assets be reviewed for impairment whenever events or changes in circumstances indicate that the book value of the
asset may not be recoverable. The Company evaluates at each balance sheet date whether events and circumstances have
occurred
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that indicate possible operational impairment. There was no impairment of long-lived assets at December 31, 2008 or 2007.
Deferred Financing Costs

The Company has deferred the finance costs associated with the development, construction and start-up of the Facility.
The deferred financing costs are being amortized over the life of the loan using the loans outstanding method. In August
2005, the Company obtained a $5 million working capital |etter of credit facility due to requirements for credit support under
its Power Sales Agreement ("PSA™). The expiration of the facility at December 31, 2008 is coincident with the termination of
the PSA (Note 4). The Company has deferred the finance costs associated with this credit facility. These costs are being
amortized over the life of the PSA. Accumulated amortization was $4,320,402 and $3,907,695 at December 31, 2008 and
2007, respectively. Amortization expense was $412,707 and $438,438 in 2008 and 2007, respectively and was recorded in
depreciation, amortization, and accretion expense on the accompanying combined statements of operations.

Restricted Cash and Cash Equivalents

The Company has established escrow accounts held by a trustee pursuant to the terms of the project financing
arrangement as described in Note 5. These funds are held by trustees and are restricted as to payments for future maintenance
on property and equipment, future operating costs and future principal and interest payments, subject to the terms of the
project financing arrangement.

Derivative I nstruments

The Company isrequired by its project financing arrangement to utilize interest rate swap contracts to reduce its
exposure to adverse fluctuations in interest rates on its long-term debt. Such swaps are accounted for as cash flow hedge
transactions, with related gains and losses being recorded in interest expense as realized and changes in the fair value are
recorded in other comprehensive income (Note 6).

The Company has entered into several natural gas swap contracts. These contracts are carried in the Company's Balance
Sheet at fair value, with changes in fair value recorded in current earnings in other income on the income statement.

The Company has certain commodity contracts for the physical delivery of purchase and sale quantities in the normal
course of business. Since these activities qualify as normal purchase and normal sale activities, the Company has not recorded
the value of the related contracts on the balance sheet as permitted under relevant accounting standards.

Accounting for Asset Retirement Obligations

The Company has recorded an asset retirement obligation under Statement of Financial Accounting Standard No. 143
("SFAS 143"), Accounting for Asset Retirement Obligations and FIN 47, Accounting for Conditional Asset Retirement
Obligations. Under these accounting methods, the Company recorded an asset of $829,112, representing the net present value
of the Y ear 2030 asset retirement obligation utilizing a 10.0% risk free cost of capital and aliability of $1,023,595 for the
asset retirement
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obligation as of January 1, 2003. In addition, the Company will expense an amount equal to (a) the straight-line depreciation
of the site dismantlement asset of $829,112 and (b) an amount equal to the annual increase in the site dismantlement liability,
assuming a 2.5% annual inflation rate through the end of the lease term.

Accounting and Reporting Developments

In March 2008, the FASB issued SFAS No. 161 Disclosures About Derivative Instruments and Hedging Activities—an
Amendment of FASB Satement No. 133 ("SFAS 161"). SFAS 161 amends SFAS No. 133, Accounting for Derivative
Instruments and Hedging Activities, by requiring expanded disclosures about an entity's derivative instruments and hedging
activities. SFAS 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative
disclosures about fair value amounts of and gains and losses on derivative instruments, and disclosures about
credit-risk-related contingent features in derivative instruments. SFAS 161 is effective for the Company as of January 1,
2009. The adoption of SFAS 161 is not expected to have a material impact on the Company's financial statements.

3. Concentration of Credit Risk

Financial instruments, which potentially subject the Company to credit risk, consist primarily of cash and cash
equivalents, accounts receivable, restricted cash and temporary investments. The Company maintains cash and cash
equivalents with major financial institutions. Cash equivalents, restricted cash and temporary investments include investments
in money market securities backed by the U.S. Government. At December 31, 2008 and 2007, substantially al of the deposits
were in excess of the Federal Deposit Insurance Corporations Insured Limit of $250,000. The Company believes that no
significant concentration of credit risk exists with respect to cash investments.

The Company has significant customers for 2008 and 2007, as follows:

2008 2007
Sherwin Alumina, L.P.
Percentage of combined total revenue 45% 45%
Percentage of combined accounts receivable 9% 5%
Constellation Energy Commodities Group, Inc.
Percentage of combined total revenue 55% 53%
Percentage of combined accounts receivable 87% 94%
Tenaska Power Marketing, Inc.
Percentage of combined total revenue <1% 2%
Percentage of combined accounts receivable 4% 1%

Tenaska has provided security for their recelvables in the form of a parent guaranty in the amount of $1.5 million as
required by the contract.

During 2008 and 2007 the Company purchased about half of its gas from Kinder Morgan Tejas Pipeling, LLC. The
remaining half of its gas during this period was delivered to the Company as payment for steam salesto Sherwin
AluminalL.P.
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The Company has entered into several contracts pertaining to revenues, costs of revenues, operations and marketing. The
contracts are described as follows:

Power Purchase Agreements
Sherwin Alumina, L.P.

The Company and Reynolds Metals Company entered into an Energy Services Agreement ("ESA™) for aterm of
35 years effective June 30, 1998, and ending on the 35-year anniversary of the Commercial Operations Date, ("COD" as
defined in the ESA as August 1, 2000). The ESA affords Reynolds the right to purchase a portion of the Company's steam
and electricity production for aterm ending on the 20-year anniversary of the COD, with aright to extend this term for up to
three additional 5-year terms upon providing the Company with at least two years notice prior to the expiration date. The
remaining obligations of the contract remain in effect for the full 35 year term. On December 31, 2000, the ESA was assigned
to and assumed by BPU Reynolds. On August 1, 2001, the ESA was assigned to and assumed by Sherwin Alumina, L.P. The
provisions of the ESA alow Sherwin AluminaL.P. to provide natural gasin lieu of a cash payment as compensation for the
steam they purchase for their production needs. The Partnership records the related steam revenue which is offset by an
equivalent natural gas expense recorded in fuel purchased in the accompanying combined statements of operations.

Constellation Energy Commodities Group, Inc (" CCG")

The Company and CCG entered into a power sales agreement ("CCG PSA") as of August 29, 2005, whereby the
Company agreesto sell and CCG agrees to purchase certain quantities of electricity capacity and energy, aswell as Ancillary
Service capabilities. The CCG PSA has aterm of three years and four months from September 1, 2005, ending December 31,
2008.

The CCG PSA callsfor afixed capacity component and a variable energy component. However, not all of the Capacity
Payment was realized as a cash receipt during 2006 and in January 2007. The CCG PSA includes a provision that requires the
Company to provide a Required Additional Credit Support Amount under certain circumstances. Rather than increasing the
security instrument provided to CCG PSA, the contract allows for Deferred Payment Obligations to be granted to
Constellation to a maximum of $12,750,000. Accordingly, the Company has included $8,760,917 in accounts receivable in
the current asset section of the accompanying balance sheet as of December 31, 2007. This represents the discounted value of
$9 million contractual receivable using a discount rate of 5.0%. As of December 31, 2008, the entire balance of the receivable
has been collected.

The Company is subject to operational and contractual risks associated with the Constellation PPA. Risks include, but
are not limited to, output capacity and availability and heat rate guarantees. Management has taken steps to manage physical
and contractual risks; however, such risks cannot be eliminated.

Fortis Energy Marketing & Trading GP (" Fortis")

The Company and Fortis entered into a power sales agreement ("Fortis PSA") as of July 23, 2007, whereby the
Company agreesto sell and Fortis agrees to purchase certain quantities of electricity
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capacity and energy, aswell as Ancillary Service capabilities. The Fortis PSA has aterm of five years from January 1, 2009.

The Fortis PSA calls for afixed capacity component and a variable energy component. The Fortis PSA includes a
provision that requires the Company to provide Credit Support which was delivered to Fortis by the Company in July 2007 in
the form of aletter of credit for $10 million. The letter of credit expired on July 23, 2008 and was replaced by a cash deposit
provided by the Company's partners.

The Company is subject to operational and contractual risks associated with the Fortis PPA. Risks include, but are not
limited to, output capacity and availability. Management has taken steps to manage physical and contractual risks; however,
such risks cannot be eliminated.

Energy Management Agreements
Tenaska Power Services Co. (" TPS")

On December 6, 2006, the Company and TPS entered into an EMA whereby TPS s to provide energy management
services for the Facility by acting as the Company's qualified scheduling entity with ERCOT and marketing the excess power
(~5 to 55 MWhs) from the Facility generated above the volumes committed to CCG. The agreement primary term expires on
December 31, 2008. The agreement will automatically renew for successive one year terms unless terminated by either party
by giving awritten notice to the other party. No termination notice was produced by either party in 2008. The Company
provided TPS a cash deposit in lieu of an irrevocable LOC in the amount of $500,000 which isincluded in depositsin the
accompanying combined balance sheets.

Gas Purchase and Transportation Agreements
Kinder Morgan

Coral Energy Resources, L.P., Coral Energy, L.P. (together, "Cora") and the Company entered into an Amended and
Restated Gas Sales Agreement (the "GSA"), as of November 20, 1998, whereby Coral agreesto sell, at an agreed upon price,
to the Company up to 62,000 MMBtu per day of natural gas, the Facility's estimated maximum daily fuel requirement (net of
gas supplied by Reynolds). On February 28, 2002, the GSA was assigned to and assumed by Kinder Morgan Tejas Gas
Pipeline, which underwent a name change to Kinder Morgan Tejas Pipeline, LLC ("Kinder Morgan"). The Company has no
obligation to purchase any gas under the GSA beyond the first two contract years.

The GSA has a primary term of ten years from the Commercial Operations Date (as defined in the ESA as August 1,
2000). The GSA includes a provision that requires the Company to provide additional credit support under certain
circumstances.

Tejas Gas Pipeline L.P.

Tejas Gas Pipeline L.P., ("Tegjas") and the Company entered into an Amended and Restated I ntrastate Gas
Transportation Agreement (the "Intrastate Agreement”), as of November 20, 1998, whereby Tejas agrees to provide firm
transportation for the Facility of up to 62,000 MMBtu per day of gas.
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The Intrastate Agreement has a primary term of ten years from the Commercial Operations Date (as defined in the ESA
as August 1, 2000), but the Company may terminate the Intrastate Agreement at the end of the fifth contract year upon at least
60 days notice to Tejas.

Constellation NewEnergy, Inc. (" CNE")

On April 27, 2006, the Company and CNE entered into a one year Master Retail Power Sales Agreement, whereby CNE
agreed to supply full requirements for electric energy, including standby electricity and provide any additional energy and
services as the Company may require in the event it is required to import electricity to support it and/or its steam hosts
production requirements. The price of the electricity isthe Market Clearing Price of Electricity ("MCPE") plus $0.50, with a
monthly fee of $3,000. On April 23, 2007, the agreement was extended until April 26, 2008. On February 6, 2008, the
agreement was modified to change the term from one year to three years ending on April 26, 2009.

San Patricio Municipal Water District

The Company and the San Patricio Municipal Water District ("SPMWD") entered into a Raw Water Contract (the
"RWC") as of September 15, 1998, that provides, in part, that SPMWD will sell and deliver up to 2 million gallons of water
per day to the Company. Theinitia term of the RWC is 20 years. Monthly hillings for water sold to the Company are based
on rates set annually to recover SPMWD's cost of service. Under the terms of the RWC, SPMWD will reserve specified
capacity in itsfacilities to deliver water to the Facility.

General Electric International, Inc.

The Company and General Electric International, Inc. ("GE") entered into aLong-Term Service Agreement ("LTSA") as
of September 30, 2001, whereby GE agrees to fund future planned maintenance and certain additional maintenance with
respect to the two gas turbines at the Facility, including the combustion and turbine sections of the covered units and their
Mark V control system. Theinitial term of the contract is the earlier of the time when covered units experience their second
major inspection, as described under the contract or 17 years from the effective date of the contract. The contract was
amended as of March 31, 2006 to extend the term of coverage until each covered unit reaches the later of 120,000 factored
fired hours of operation or completion of the first hot path inspection after the second major inspection as defined in the
contract.

5. Long-Term Debt

The Company has a 17 year loan, expiring September 30, 2017 with ING Capital, LL C that provides for quarterly
principal payments and interest at LIBOR plus 1.375% during 2007 and through October 2, 2008. On October 2, 2008 the
interest rate changed to LIBOR plus 1.5%.

Borrowings are obligations solely of the Company and the lender's collateral is substantially all of the assets of the
Company. The lenders have no contractual recourse to the partners. The loan agreement contains various affirmative and
negative covenants involving the operation of the Facility, compliance with laws, and incurrence of additional debt and
restricted payments.
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The most restrictive covenants under the term loan are as follows:

(1) The Company must give prompt notice to ING Capital, LLC of any contractual obligationsincurred by the
Company exceeding $250,000 per year.

(2) The Company must give prompt noticeto ING Capital, LLC of any potential litigation that may exceed $250,000.

Scheduled maturities of the long-term debt are as follows:

2009 $ 9,644,306
2010 10,162,817
2011 10,992,434
2012 11,822,052
2013 12,755,372
After 2013 55,702,769
111,079,750
Less: Current portion (9,644,306)

$ 101,435,444

In November 2008 the Company provided a notice letter to ING Capital, LLC advising that it isin a state of default
under the Credit Agreement. The default situation was the result of the expiration of the Texas state authorization in March,
2008 for its Prevention of Signification Deterioration ("PSD") Air Permit. The Company signed an Agreed Order with the
Texas Commission of Environmental Quality ("TCEQ") on March 24, 2009 which givesit the state's authority to operate
under the terms of the PSD Air Permit. The Company concurrently provided notice to ING Capital, LLC that the Default
situation has been cured.

6. Interest Rate Swap Contract

To protect the project lenders from the uncertainty of interest rate changes during the term of the loan, the Company was
required by the project financing agreement to fix or hedge fifty percent (50%) of the original balance of the term loan by
entering into an interest rate swap contract. The agreement with ING Capital LLC, dated November 23, 1998, requires the
Company to make fixed interest payments at arate of 5.95% for the term of the loan and will receive interest at avariable rate
equal to the rate on the debt hedged. The contract has a notional amount of approximately half of the outstanding principle
balance of the loan. The interest rate swap contract matures at the time the related debt matures. As of December 31, 2008
and 2007, the Company had recorded cumulative losses of $9,895,188 and $4,902,579, respectively, in other comprehensive
income. Upon termination of the loan and swap contract any amount recorded in other comprehensive income will be
reclassified into earnings.
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On July 31, 2006, the Company entered into afinancial swap agreement with Semprafor a period of one year from
January 1, 2007 through December 31, 2007. The agreement requires the Partnership to sell 4,500,000 MM Btu of gas during
the year at afixed price of $8.8725 per MMBtu. The agreement aso includes a coincident gas purchase contract to purchase a
like amount of gas at a Houston Ship Channel/Beaumont, Texas price index through the same period.

On June 15, 2007, the Company entered into another financial swap agreement with Semprafor a period of one year
from January 1, 2008 through December 31, 2008. The agreement requires the Partnership to sell 4,500,000 MM Btu of gas
during the year at afixed price of $8.70 per MMBtu. The agreement al so includes a coincident gas purchase contract to
purchase a like amount of gas at a Houston Ship Channel/Beaumont, Texas price index through the same period.

On March 3, 2008 the Company entered into another financial swap agreement with Sempra for a period of one year
from January 1, 2009 through December 31, 2009. The agreement requires the Partnership to sell 2,100,000 MM Btu of gas
during the year at afixed price of $9.10 per MMBtu. The agreement a so includes a coincident gas purchase contract to
purchase a like amount of gas at a Houston Ship Channel/Beaumont, Texas price index through the same period.

On June 9, 2008, the Company entered into another financial swap agreement with Semprafor a period of one year from
January 1, 2010 through December 31, 2010. The agreement requires the Partnership to sell 2,100,000 MMBtu of gas during
the year at afixed price of $9.91 per MMBtu. The agreement also includes a coincident gas purchase contract to purchase a
like amount of gas at a Houston Ship Channel/Beaumont, Texas price index through the same period.

These contracts are carried in the accompanying combined balance sheets at their fair value of $12,971,861 and
$5,599,584 as of December 31, 2008 and 2007, respectively in prepaid expense and other current assets, with changesin fair
value recorded in current earnings in other income in the combined statements of operations.

8. Fair Value Disclosures

In September 2006, the FASB issued SFAS 157, which provides a single definition of fair value, establishes a
framework for measuring fair value and expands disclosures about fair value measurements. Prior to SFAS 157, guidance for
applying fair value was incorporated into several accounting pronouncements. SFAS 157 emphasizes that fair valueisa
market-based measurement, not an entity-specific measurement, and sets out afair value hierarchy that distinguishes between
assumptions based on market data obtained from independent sources (observable inputs) and those based on an entity's own
assumptions (unobservable inputs). Under SFAS 157, fair value measurements are disclosed by level within that hierarchy,
with the highest priority being quoted prices in active markets. The Company adopted SFAS 157 on January 1, 2008.
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The following table summarizes the fair values of the Company's derivatives based on the inputs used as of
December 31, 2008 in determining such fair values:

Quoted Prices
in Active
Fair Market Marketsfor Significant
Valueon Identical Other Significant
December 31, Assets Observable Unobservable
Description 2008 (Level 1) Inputs (Level 2) Inputs (Level 3)
Natural gas swaps $ 12971861 $ — 3 12971861 $ —
Interest rate swaps (9,895,188) — (9,895,188) —
$ 3,076,673 $ — 9 3076673 $ —

In February 2007 the FASB issued SFAS 159, The Fair Value Option for Financial Assets and Financial Liabilities.
SFAS 159 permits entities to elect to measure financial assets and liabilities (except for those that are specifically scoped out
of the Statement) at fair value. The election to measure afinancial asset or liability at fair value can be made on an
instrument-by-instrument basis and is irrevocable. The difference between the carrying value and the fair value at the election
dateis recorded as a transition adjustment to opening retained earnings. Subsequent changesin fair value are recognized in
earnings. The Company adopted SFAS 159 effective January 1, 2008 with no material impact on the financial statements.

The carrying amount of cash and cash equivalents approximate their fair value principally due to the short-term nature of
these instruments. The fair value of the Company's long-term debt approximates the carrying amounts by virtue of the
variable rate interest arrangements associated with the debt. The fair values of the interest rate swap contract and natural gas
swap contracts equal the carrying value and were determined using the estimated amount the Company would receive to
terminate the contracts. See Notes 6 and 7 for additional disclosure regarding the Company's accounting for itsinterest rate
swap contract and natural gas swap contracts, respectively.

9. Property, Plant and Equipment

Plant and equipment consist of the following at December 31, 2008 and 2007, respectively:

Useful Lives
(Years) 2008 2007
Plant and related equipment 5-30 $ 246,498,709 245,872,627
Office and transportation equipment 3-10 1,168,525 1,015,917
247,667,234 246,888,544
Less: Accumulated depreciation 85,808,181 77,299,115
Net plant and equipment $ 161,859,053 169,589,429
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The Company leases the land where the Facility islocated from the BPU Reynolds under an operating lease for a
35-year term. The annual rent is $1 per year. The Company isrequired to pay al taxes, assessments, and fees on the leased
property during the lease term. If the agreement is terminated prior to the 35-year term, the Company shall pay rent in equal
monthly installments in an amount based on the market value of the unimproved land as determined at the time the agreement
is terminated.

11. Related Party Transactions
Delta Power Company, LLC (" DPC")

The Company entered into an agreement as of January 1, 2001, whereby it reimburses DPC for salaries and benefits for
the General Manager and staff that are assigned to the Company. Payments to DPC for salaries and benefits totaled $497,215
and $548,508 for the years ended December 31, 2008 and 2007, respectively and are included in general and administrative
expense in the combined statements of operations. At December 31, 2008 and 2007, respectively, $138,978 and $97,249 were
payable to DPC which was included in accounts payable and accrued expenses in the accompanying combined balance
sheets. On May 1, 2007, JP Morgan Chase & Co. began providing accounting services for the Company.

12. Income Taxes

The Company is exempt from federal and state income taxes. Taxable income or loss from the Company is reportable by
the partners and members on their respective income tax returns. Accordingly, there is no recognition of income taxes in the
combined financial statements. Beginning in 2007, the Company is subject to afranchise tax in the state of Texas, and has
recorded an amount representing the obligation in accordance with the State of Texas franchise tax.
13. Commitments and Contingencies

There are commitments and contingencies arising from the ordinary course of business to which the Company is party. It
is management's belief that the ultimate resolution of those commitments and contingencies will not have amaterial adverse
impact on the Company's financial position or results of operations.
14. Subsequent Events

On January 7, 2009 the Company entered into an agreement with Koch Supply & Trading, LP ("Koch") for the
Company to sell 500 tons of 2009 CAIR Annual NOx Allowances at $5,000 per ton. The $2.5 million payment from Koch
was received on February 6, 2009.
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Independent Auditors Report

The Partners
Pasco Cogen, Ltd.:

We have audited the accompanying balance sheet of Pasco Cogen, Ltd. as of December 31, 2007, and the related
statement of operations and partners' capital and cash flows for the year then ended. These financial statements are the
responsibility of the Company's management. Our responsibility isto express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are
free of material misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company'sinternal control over financia reporting. Accordingly, we express no such opinion. An audit
also includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Pasco Cogen, Ltd. as of December 31, 2007, and the results of its operations and its cash flows for the year then ended in
conformity with U.S. generally accepted accounting principles.

/s KPMG LLP

March 7, 2008
Tampa, Florida
Certified Public Accountants
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Statement of Operationsand Partners Capital

Y ear ended December 31, 2007

Operating revenues $ 57,331,633
Operating costs and expenses:
Fuel expenses 22,111,732
Operating expenses 7,277,438
Depreciation and amortization 3,855,847
Total operating expenses 33,245,017
Income from operations 24,086,616
Other income (expense):
Other income 299,415
Interest expense (1,741,368)
Interest income 943,474
Other expense, net (498,479)
Net income 23,588,137
Partners capital, beginning of year 52,490,036
Partnership distributions (18,395,423)
Partners capital, end of year $ 57,682,750

See accompanying notesto financial statements.
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PASCO COGEN, LTD.
Balance Sheet

December 31, 2007

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Prepaid expenses
Materials and supplies
Restricted investments, current portion
Total current assets
Restricted investments, net of current portion
Property, plant, and equipment, net
Other assets, net
Total assets

Liabilitiesand Partners Capital
Current ligbilities:
Accounts payable and accrued expenses
Current installment of notes payable

Tota current liabilities
Partners' capital
Total liabilities and partners capital

See accompanying notes to financial statements.
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3,549,810
5,223,629

458,015
1,704,661
7,500,000

18,436,115
5,365,678
48,024,584
708,187

72,534,564

2,813,814
12,038,000

14,851,814
57,682,750

72,534,564




PASCO COGEN, LTD.
Statement of Cash Flows

Y ear ended December 31, 2007

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation
Amortization
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses
Materials and supplies
Accounts payable and accrued expenses
Accrued maintenance
Net cash provided by operating activities
Cash from investing activities:
Change in restricted investments
Purchases of property, plant, and equipment
Net cash provided by investing activities
Cash flows from financing activities:
Principal payments of notes payable
Partnership distributions
Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, at beginning of year
Cash and cash equivalents, at end of year
Supplemental disclosure of cash flow information:
Cash paid for interest

See accompanying notesto financial statements.
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23,588,137

3,082,056
773,791

(589,068)
(66,965)
(95,544)

55,446

(322,560)

26,425,293

4,203,563
(698,041)

3,505,522

(11,574,998)
(18,395,423)

(29,970,421)

(39,606)
3,589,416

$

3,549,810

$

1,741,368




PASCO COGEN, LTD.
Notesto Financial Statements

December 31, 2007
(1) Organizational History and Ownership

Pasco Cogen Ltd. (the Partnership) is alimited partnership formed during 1991 to develop and operate a 109-megawatt
gas and oil fired cogeneration facility in Dade City, Florida, which was placed into commercial service on July 1, 1993. The
term of the Partnership will continue until December 31, 2015, which can be shortened or extended in accordance with the
Limited Partnership Agreement. The Partnership is a qualifying facility under the Public Utility Regulatory Policies Act of
1978 (PURPA) which entitles it to certain energy sales and purchase benefits as long as certain ownership and operating
standards are maintained.

Thefacility's electricity is sold to Progress Energy Florida (PEF), and its steam was sold to the Pasco Beverage
Company (PBC) and other steam users until March 2005 when PBC and the other steam users ceased steam purchases. Prior
to the cessation of steam sales, the Partnership completed the installation of awater distillation system. Steamis used to
manufacture distilled water, which is sold to an unaffiliated third party, ensuring compliance with the qualifying facility
requirements set by the Public Utility Regulatory Policies Act of 1978.

Each partner sharesin operating income or loss of the Partnership on a basis proportionate to the partners' respective
ownership percentage. Effective December 24, 2007, NCP Dade Power, LLC (NCP) and Dade Investment, L.P. acquired al
but 0.2% of the remaining interest in the Partnership and the ownership allocation among the partners was adjusted
accordingly.

At December 31, 2007, the respective partnership ownership percentages are as follows:

General Partner:
NCP Dade Power, LLC 2.0%
Limited Partners:
DCC Project Finance Ten, Inc. 0.2%
Dade Investment, L.P. 97.8%

The limited partners do not participate in management control of the Partnership and are limited to voting on certain
matters described in the Limited Partnership Agreement. Except as otherwise required by law, each limited partners' liability
for any debts, liabilities, contracts, or obligations of the Partnership is limited to its capital contribution and its share of any
undistributed assets of the Partnership. No partner shall be required to make any additional capital contributions unless
approved by the general partner.

(2) Summary of Significant Accounting Policies
(a) Use of Estimates

The preparation of the financial statements requires management of the Partnership to make a number of estimates and
assumptions relating to the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the period. Significant items
subject to such estimates and assumptions include the carrying amount and useful lives of property, plant, and equipment.

Actual results could differ from those estimates.
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(b) Income Taxes

The partners are required to report their share of the Partnership's net income or 1oss on their respective tax returns.
Accordingly, no provision for income tax is reflected in the accompanying financial statements.

(c) Concentration of Credit Risk

Financial instruments that potentially subject the Partnership to concentrations of credit risk consist principally of cash
and cash equivalents, restricted investments, and accounts receivable. As of December 31, 2007, substantially all of the
Partnership's cash and restricted investment balances were deposited with one financial institution assessed by management
as being of high quality.

One customer, PEF, accounts for approximately 97% of the Partnership's revenue for the year ended December 31,
2007, and for approximately 93% of the accounts receivable (100% of the trade accounts receivable) as of December 31,
2007. The Partnership does not collateralize its accounts receivable.

One vendor supplied approximately 100% of the Partnership's gas purchases in 2007 and accounted for approximately
88% of the accounts payable as of December 31, 2007.

(d) Cash and Cash Equivalents

The Partnership considers all short-term highly liquid investments purchased with an original maturity of three months
or less to be cash equivalents.

(e) Accounts Receivable

Accounts receivable are recorded at the invoiced amount and do not bear interest. Due to the limited number of
customers and invoices, the Partnership determines the need for an allowance, if any, based on specific facts and
circumstances. No such allowance was deemed necessary as of December 31, 2007.

(f) Materials and Supplies

Materials and supplies inventory consists of plant equipment components and recurring maintenance supplies required to
be maintained in order to facilitate routine maintenance activities. Materials and supplies inventory is recorded at the lower of
cost or market.

(g) Derivative I nstruments and Hedging Activities

The Partnership accounts for derivative instruments and hedging activities in accordance with Statements of Financial
Accounting Standards (SFAS) No. 133, Accounting for Derivative Instruments and Hedging Activities. SFAS No. 133, as
amended, requires the fair value of derivative instruments to be recorded on the balance sheet as an asset or liability. Changes
in the fair value of derivative financial instruments are either recognized periodically in income or partners capital depending
on whether the derivative is being used to hedge changesin fair value or cash flow. The Partnership identifies, and routinely
analyzes various financial instruments and contracts. The Partnership had no
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derivative instruments as of and during the year ended December 31, 2007. The Financial Accounting Standards Board
(FASB) continues to issue guidance that could affect the Partnership's application of SFAS No. 133 and require adjustments
to the amounts and disclosuresin the financia statements.

(h) Property, Plant, and Equipment

Property, plant, and equipment are stated at historical cost. Depreciation expense is provided on the straight-line method
over the lesser of the useful lives of the asset or the lease term. The estimated useful lives of the plant and machinery are
30 years and 5 to 10 years, respectively. Leasehold improvements to the land site are amortized over the land lease
commitment of 20 years.

() Restricted I nvestments

Restricted investments represent amounts set aside under the terms of the Disbursement Agreement (as amended and
restated) and the Master Agreement (as amended and restated) between the Partnership and bank |lenders, agent, and collateral
agent (together, the Agreement) for future debt service, significant scheduled maintenance requirements, and distributions to
partners pursuant to Section 3.5(e)(ii) of the Agreement. The three restricted accounts at December 31, 2007 are the Capital
Expenditure Reserve Fund account, funded with $1,484,277; the Debt Service Reserve account, funded with $7,500,000; and
the Specia Reserve Account, funded with $3,881,401. All funds are held in highly rated money-market accounts, as
determined by management, which approximates fair value at December 31, 2007.

() Revenue Recognition

Revenues from the sale of electricity consist of capacity payments and sale of energy to a single customer. Revenues are
recorded at the time of billings and are based upon output delivered and capacity provided at rates specified under the
contractual terms. Revenues for distilled water sales are recognized upon delivery.

Billings for electricity and distilled water sales are rendered monthly.
(k) Deferred Financing Costs

Financing costs, consisting primarily of commitment fees paid to the lenders, aswell as legal fees and other direct costs
incurred to obtain financing for the Partnership, are deferred and amortized over the term of the related |oan. For the year
ended December 31, 2007, amortization expense related to the deferred financing costs was approximately $317,000 per year.
() Asset | mpairment

The Partnership accounts for its long-lived assets in accordance with SFAS 144, Accounting for the Impairment or
Disposal of Long-Lived Assets (SFAS 144). SFAS 144 addresses accounting and reporting for the impairment or disposal of
long-lived assets. An impairment loss is recognized if the carrying amount of along-lived asset is not recoverable from its
undiscounted cash flows and is measured as the difference between the carrying amount and fair value of the asset. The

Partnership periodically
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assesses Whether there has been an impairment of its long-lived assets, held and used by the Partnership in accordance with
SFAS 144. There were no impairment losses in 2007.
(m) Accrued Maintenance

Effective January 1, 2007, the Partnership adopted FASB Staff Position No. AUG AIR-1, Accounting for Planned Major
Maintenance Activities. Upon adoption, the Partnership no longer accrues and expenses estimated major maintenancein
advance, rather major maintenance items are expensed as incurred.

(n) Asset Retirement Obligations

On January 1, 2003, the Partnership adopted SFAS No. 143, Accounting for Asset Retirement Obligations. This
statement requires companies to record aliability relating to legal obligations to retire and remove assets used in their
business. On January 1, 2005, the Partnership adopted FIN No. 47, Accounting for Conditional Asset Retirement Obligations,
an interpretation of FASB Statement No. 143. FIN No. 47 clarifies the term "conditional asset retirement obligation” as used
in SFAS No. 143. The adoption of SFAS No. 143 and FIN No. 47 did not have a material impact on the Partnership's
financial position, results of operations, or cash flows as of and for the year ended December 31, 2007.

(3) Property, Plant, and Equipment

Property, plant, and equipment consist of the following at December 31, 2007:

Land and leasehold improvements $ 520,787
Machinery and egquipment 184,979
Cogeneration plant 83,053,582
Accumulated depreciation (35,734,764)

$ 48,024,584

Total depreciation expense for the year ended December 31, 2007 was approximately $3,082,000.

(4) Other Assets

Other assets consist of the following at December 31, 2007:

Financing costs $ 5,760,063
Development costs 5,999,779
Accumulated amortization on financing and devel opment costs (11,085,155)
Utility deposit 33,500
$ 708,187

Development costs incurred during construction are amortized over the remaining terms of the sales contracts with PEF
on a straight-line method, expiring on December 31, 2008. Financing costs are
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amortized over the respective loan period. Total amortization expense was approximately $774,000 for the year ended
December 31, 2007.
(5) Notes Payable

Long-term debt consists of the following at December 31, 2007:

Note payable to insurance company, 9.125%, interest due quarterly, with quarterly principal

payments through December 31, 2008, secured by all of the Company's assets $ 10,990,836
Note payable to bank, interest due quarterly at LIBOR plus 1.50% (6.69% at December 31,

2007); with quarterly principal payments through December 31, 2008; secured by all of the

Company's assets 1,047,164
12,038,000

Less current installments of notes payable (12,038,000)
$ J—

In compliance with the terms of the Agreement, the Partnership has established a reserve to fund future debt service.
Through December 31, 2006, the debt service reserve was $12,000,000. During 2007, the Partnership obtained awaiver from
the lender allowing areduction to $7,500,000 at December 31, 2007.

The Master Agreement contains various positive and negative covenants. As of December 31, 2007, the Partnership was
in compliance with its loan covenants and had obtained a waiver associated with insurance deductible requirements from the
lenders.

The Partnership has arenewable letter of credit in favor of PEF issued by afinancia institution in the amount of
$4,350,000 expiring effective January 1, 2009. This letter of credit is required by the power sales contract with PEF asa
guaranty of the Partnership's commitment to sell electricity. The financial institution is committed through December 31,
2008 to issue aletter of credit in an amount up to $4.5 million, and a ¥/s of 1% annual commitment fee is charged on the
unutilized portion.

(6) Related Parties

Peaking gas supply and gas management services are provided by TECO Gas Services (TGS), awholly owned
subsidiary of TECO, which, until the December 24, 2007 sale transaction, indirectly owned the Pasco Project Investment
Partnership, Ltd. (PPIP) partnership interest in the Partnership. The gas is transported by Florida Gas Transmission Company
and Peoples Gas System Inc. (PGS).

The Partnership incurs fixed annual fees for administrative operating management functions payable to PPIP and NCP
totaling approximately $465,000 in 2007. The total fees were split evenly between PPIP and NCP. Effective December 24,
2007, al of the fixed annual fees are paid to NCP. Related-party (income) expenses for gas sales and transportation for the
year ended December 31, 2007 totaled approximately $(896,000) and $2,027,000 from TGS and PGS, respectively.
Approximately $112,000 of accounts payables at December 31, 2007, were due to PGS. In addition, approximately $148,000
of accounts receivable at December 31, 2007, were due from PGS for imbalance book out gas.
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Teton Operating Services (Teton OS) became the contractual operator of the facility beginning March 12, 2004,
succeeding Aquila Generation Services. Teton OSis an affiliate of Teton East Coast Generation, Inc., which owns the NCP
Dade Power, LLC and Dade Investment, L P partnership interest in the Partnership. For the year ended December 31, 2007,
the Partnership incurred operation and maintenance costs to Teton OS of approximately $3,891,000. Approximately,
$467,000 of accounts payable was due to Teton OS as of December 31, 2007.

During 2004, the Partnership's affiliates formed Pasco Cogen Realty, L.P. (Realty). On December 30, 2004, Realty
purchased the land where the Partnership's facility is located, which was previoudly leased to the Partnership by PBC. PBC
assigned the site lease to Realty, which will continue leasing the land to the Partnership for the remainder of the lease term.
The annual amount of these site lease payments are approximately $20,100 through the term of the lease expiring July 31,
2013.

(7) Commitments and Contingencies
(a) Leases

The Partnership has honcancelable operating leases on land and other equipment. Total rent expense for the year ended
December 31, 2007 was approximately $442,000.

Aggregate minimum annual rental commitments under noncancel able operating leases as of December 31, 2007 are as
follows:

2008 $ 471,814
2009 471,814
2010 471,814
2011 358,886
2012 20,100
Thereafter 11,725

$ 1,806,153

(b) Contingencies

The Partnership is subject to legal proceedings and claims which arise in the ordinary course of business. In the opinion
of management, the amount of ultimate liability with respect to these actions will not materially affect the financial position,
results of operations, or liquidity of the Partnership.

(8) Power Purchase Agreement

The Partnership sells all of the net electrical output of the facility to PEF pursuant to a 15'/2 year Power Purchase
Agreement (PPA) that commenced in July 1993. The PPA was restructured in October 1996, reducing the term (from
20 yearsto the 15'/2 year term currently in effect) and providing for a special monthly payment through 2005. Revenue under
the PPA is based on a payment for capacity, an energy payment, and an hourly performance adjustment for on-peak hours.
Capacity payments have been contracted and range from $26.79/kW month in 2006 to $29.46/kW month in 2008. The
capacity payment is subject to the Partnership maintaining an on-peak capacity during on-peak hourson a
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12-month rolling average basis. The energy payment component of the PPA comprises afuel component and a voltage
adjustment for each kWh of electricity produced. The performance adjustment is an hourly calculation based upon PEF's
avoided cost of all electricity provided to the system during that hour. For the year ended December 31, 2007, the Partnership
has recorded electricity revenue of approximately $57,321,000 under the PPA.

On August 14, 2007, the Partnership entered into a tolling agreement with Tampa Electric Company (TEC), a business
unit of TECO Energy, Inc. (TECO). The term of the tolling agreement is from January 1, 2009 through December 31, 2018.
Under the agreement, the Partnership will provide capacity and fuel conversion services.
(9) Fuel Agreements

PPM provides the Partnership with up to 20,472 MMBtu's of natural gas per day pursuant to a 15-year gas purchase
agreement commencing in July 1993. The base purchase price under the agreement is adjusted monthly based on PEF's coal
costs and capacity rates under the PPA between the Partnership and PEF.
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CERTIFICATE OF THE COMPANY
Dated: August 13, 2010

This short form prospectus, together with the documents incorporated herein by reference, constitutes full, true and plain
disclosure of all material factsrelating to the securities offered by this short form prospectus as required by the securities
legidlation of each of the provinces and territories of Canada other than the province of Québec.

ATLANTIC POWER CORPORATION

By: (Signed) BARRY WELCH By: (Signed) PATRICK WELCH
Chief Executive Officer Chief Financial Officer

ATLANTIC POWER CORPORATION
On Behalf of the Board of Directors

By: (Signed) KEN HARTWICK By: (Signed) JOHN MCNEIL
Director Director
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CERTIFICATE OF THE UNDERWRITER
Dated: August 13, 2010
To the best of our knowledge, information and belief, this short form prospectus, together with the documents
incorporated herein by reference, constitutes full, true and plain disclosure of al material facts relating to the securities
offered by this short form prospectus as required by the securities legislation of each of the provinces and territories of
Canada other than the province of Québec.
BMO NESBITT BURNSINC.
By: (Signed) STEVEN A. BRAUN
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