TRANSALTA RENEWABLES INC.

Special Meeting of Shareholders
to be held on January 6, 2016
in Calgary, Alberta

NOTICE OF SPECIAL MEETING and
MANAGEMENT PROXY CIRCULAR

December 4, 2015

INVITATION TO SHAREHOLDERS
December 4, 2015
Dear Shareholder,
You are cordially invited to attend a special meeting (the "Meeting") of the holders ("Shareholders") of common
shares ("Common Shares") and class B shares of TransAlta Renewables Inc. (the "Company"), which will take
place on January 6, 2016 at 11:30 a.m. (Calgary time) at the offices of Norton Rose Fulbright Canada LLP, located
rd
at 3700, 400 – 3 Avenue SW, Calgary, Alberta, for the purpose of considering, and if deemed advisable,
approving an ordinary resolution in connection with certain related party transactions with TransAlta Corporation
("TransAlta"), as described in the accompanying Management Proxy Circular ("Circular"), including the acquisition
by the Company of preferred shares in the capital of TA Energy Inc., which will provide the Company with an
economic interest in and based on the cash flows from the Canadian Assets (as defined herein), broadly equal to
the underlying net distributable profits of certain subsidiaries of TEC Limited Partnership ("TEC LP"), a whollyowned subsidiary of TransAlta (the "Transaction"). The "Canadian Assets" are a portfolio of Canadian assets that
consist of approximately 611 megawatts of power generation from three operating facilities.
The Transaction, which has a combined value of $540 million, will be funded by the issuance of securities of the
Company, including the public offering in Canada of subscription receipts (the "Offering") and the issuance of a
convertible debenture and Common Shares to TransAlta. Completion of the Transaction is subject to certain
conditions, including shareholder, regulatory and stock exchange approvals and completion of the Offering for
aggregate gross proceeds of approximately $172.5 million.
Please refer to the Circular for a more detailed description of the Transaction, including information about the
Canadian Assets, the terms and conditions of various agreements entered into, or to be entered into in connection
with the Transaction and the risk factors relating to the completion of the Transaction and the business of the
Company.
The Transaction has been reviewed by a special committee (the "Special Committee") of independent directors,
with the assistance and guidance of independent technical, legal and financial advisors. Following a
recommendation by the Special Committee, the board of directors of the Company (the "Board") (with the related
directors or officers of TransAlta abstaining) concluded that the Transaction is in the best interests of the Company
and the Shareholders (without giving direct consideration to the interests of TransAlta). The Board recommends
that Shareholders vote in favour of the ordinary resolutions approving the Transaction and certain steps of the
Transaction that require Shareholder approval as separate matters from the other items of business as required
pursuant to the policies of the Toronto Stock Exchange (the "TSX").
The Transaction is anticipated to deliver the following benefits for the Company:
x

the Canadian Assets are long-term, contracted assets and underpin a significant increase in cash flow and
enhance customer diversification;

x

an approximate 3% expected increase in cash available for distribution ("CAFD") per Common Share over
near term and longer term periods;

x

a price to CAFD multiple of approximately 10x;

x

an immediate dividend increase of approximately 5% ($0.04 per Common Share on an annualized basis)
upon closing of the Transaction;
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x

a significant increase in the size of the public float;

x

the Company receives a right of first offer to invest in growth projects related to the Canadian Assets;

x

potential for future growth from behind-the-fence customers at the Sarnia combined-cycle cogeneration
facility for both power and steam; and

x

TransAlta, as majority sponsor, maintains significant ownership of approximately 64% of the Company.

As the Transaction involves related parties, it must be approved by a majority of votes cast by Shareholders of the
Company, excluding those votes cast by persons ("Related Parties") who are to be excluded pursuant to
Multilateral Instrument 61-101 - Protection of Minority Security Holders in Special Transactions (the "Transaction
Resolution"). In addition, in accordance with the policies of the TSX, certain aspects of the Transaction must be
approved by a majority of votes cast by the Shareholders, excluding those votes cast by the Related Parties, as an
ordinary resolution separate from the other items of business to be considered at the Meeting (the "TSX
Resolution"). Please refer to the "Quorum and Voting Requirements" section of the Circular for more information
regarding the required approvals relating to the Transaction Resolution and the TSX Resolution.
In order for the Transaction to proceed, all resolutions put before the Meeting must be successfully
passed.
Your vote and participation are very important. If you are unable to attend the Meeting in person, you can vote by
telephone, via the Internet or by completing and returning the enclosed proxy. Please refer to the "General
Information for the Meeting - Voting Information" section of the Circular for more information. We encourage you to
visit our website (www.transaltarenewables.com) at any time before the Meeting as it provides information about
the Company.
We look forward to seeing you at the Meeting.
Sincerely,

Allen R. Hagerman
Chair of the Board

Brett M. Gellner
President and Designated Chief Executive Officer
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TransAlta Renewables Inc.
110 – 12th Avenue S.W.
Box 1900, Station "M"
Calgary, Alberta T2P 2M1
(403) 267-7110
www.transaltarenewables.com
NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
Dear Shareholder,
NOTICE IS HEREBY GIVEN that a special meeting (the "Meeting") of holders ("Shareholders") of common shares
("Common Shares") and class B shares ("Class B Shares") of TransAlta Renewables Inc. ("TransAlta Renewables" or
the "Company") will be held on January 6, 2016 at 11:30 a.m. (local time) at the offices of Norton Rose Fulbright Canada
rd
LLP, located at 3700, 400 – 3 Avenue SW, Calgary, Alberta, for the purposes of:
(a)

considering, and if thought advisable, passing with or without variation, an ordinary resolution
(the "Transaction Resolution") approving a transaction which will provide TransAlta Renewables with
preferred shares in the capital of TA Energy Inc., which will provide the Company with an economic interest
in and based on the cash flows from certain Canadian assets, broadly equal to the underlying net
distributable profits of certain subsidiaries of TEC Limited Partnership ("TEC LP"), a wholly-owned subsidiary
of TransAlta Corporation (the "Transaction"), all as described in more detail in the accompanying
Management Proxy Circular of the Company dated December 4, 2015 (the "Circular");

(b)

considering, and if thought advisable, passing with or without variation, an ordinary resolution (the "TSX
Resolution") approving the Transaction and certain aspects of the Transaction as separate matters from the
other items of business, as required pursuant to the policies of the Toronto Stock Exchange (the "TSX"),
including: (i) the issuance of up to an aggregate of 38,852,459 Common Shares to TransAlta Corporation,
consisting of 15,640,583 Common Shares issuable upon the settlement of a non-interest bearing promissory
note ("TAC RNW Note") and up to 23,211,876 Common Shares upon the possible conversion of a
convertible debenture ("TAC RNW Convertible Debenture"); and (ii) the issue price of the Common Shares
upon the settlement of the TAC RNW Note and on the conversion of the TAC RNW Convertible Debenture;
and

(c)

transacting such other business that may properly come before the Meeting or any adjournment thereof.

This Notice of Meeting is accompanied by the Circular and a voting instruction form or a form of proxy, as applicable.
Shareholders are referred to the Circular for more detailed information regarding the matters to be considered at the
Meeting.
The directors of the Company have fixed December 7, 2015 as the record date for the Meeting. Only registered
Shareholders at the close of business on December 7, 2015 are entitled to notice of the Meeting and to vote thereat.
In order to be valid and acted upon at the Meeting, completed proxies must be returned by registered Shareholders to
TransAlta Renewables' Transfer Agent and Registrar, CST Trust Company, Attention: Proxy Department, P.O. Box 721,
Agincourt, Ontario, M1S 0A1, not less than 48 hours (excluding Saturdays, Sundays and holidays) prior to the time fixed
for holding the Meeting, or any adjournment thereof. Registered Shareholders who cannot attend the Meeting in person
may use one of the voting options described in this Circular and the accompanying form of proxy. Non-registered
Shareholders should follow the instructions on the voting instruction form or other form of proxy provided by their
intermediaries with respect to the procedures to be followed for voting. For more information about registered
Shareholders and non-registered Shareholders please see the section entitled "General Information for the Meeting Voting Information" in the Circular.
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As the Transaction involves related parties, the Transaction Resolution must be approved by a majority of votes cast by
Shareholders, excluding those votes cast by persons ("Related Parties") who are to be excluded pursuant to Multilateral
Instrument 61-101 - Protection of Minority Security Holders in Special Transactions. In addition, in accordance with the
policies of the TSX, the TSX Resolution must be approved as a separate matter by a majority of votes cast by the
Shareholders, excluding those votes cast by the Related Parties. For more information on the voting requirements of the
Transaction Resolution and the TSX Resolution, please see the sections entitled "Quorum and Voting Requirements Approval of the Transaction Resolution" and "Quorum and Voting Requirements - Approval of the TSX Resolution".
The Circular and the form of proxy or voting information form, as applicable, accompany this Notice of Meeting.
By order of the Board of Directors

Calgary, Alberta
December 4, 2015

John Kousinioris
Corporate Secretary

2
TransAlta Renewables Inc. 2015 Management Proxy Circular

SUMMARY
The following is a summary of certain information contained elsewhere in this Circular. This summary is qualified in its
entirety by the more detailed information appearing elsewhere in this Circular, including the Appendices hereto. It is
recommended that Shareholders read this Circular and consult with their own legal, tax, financial and other professional
advisors with respect to the matters to be acted on at the Meeting. Capitalized terms used but not otherwise defined in
this summary have the meanings set forth under the heading "Glossary of Terms" in this Circular.
THE MEETING
Time, Date and Place of the Meeting
The Meeting will be held January 6, 2016 at 11:30 a.m. (local time) at the offices of Norton Rose Fulbright Canada LLP,
rd
located at 3700, 400 – 3 Avenue SW in Calgary, Alberta.
Purpose of the Meeting
The purpose of the Meeting will be to consider, and if deemed advisable, pass: (i) an ordinary resolution of the
Disinterested Shareholders approving the Transaction; and (ii) an ordinary resolution of the Disinterested Shareholders
approving certain steps of the Transaction as required pursuant to the policies of the TSX. See "Matters to be Acted
Upon at the Meeting" and "Quorum and Voting Requirements" in this Circular.
In order for the Transaction to proceed, all resolutions put before the Meeting must be successfully passed.
THE TRANSACTION
The Transaction involves a series of transactions pursuant to which TransAlta Renewables will, for aggregate
consideration of $540 million, acquire Tracking Preferred Shares, which will provide TransAlta Renewables with an
economic interest in and based on the cash flows from the Canadian Assets broadly equal to the underlying net
distributable profits of the TEC LP Subsidiaries. See "Matters to be Acted Upon at the Meeting - The Transaction
Overview" in this Circular.
ACQUISITION RATIONALE
The Transaction is consistent with the Company's objectives to: (i) create stable, consistent returns for investors through
the ownership of contracted power generation and other infrastructure assets that provide stable cash flow through longterm contracts with creditworthy counterparties, including TransAlta; (ii) pursue and capitalize on strategic growth
opportunities in the power generation and other infrastructure sectors; and (iii) pay out a portion of cash available for
distribution to the Shareholders on a monthly basis. Completion of the Transaction is expected to provide the following
benefits to the Company and the Shareholders:
x

the Canadian Assets are long-term, contracted assets and underpin a significant increase in cash flow and
enhance customer diversification;

x

an approximate 3% expected increase in CAFD per Common Share over near term and longer term periods;

x

a price to CAFD multiple of approximately 10x;

x

an immediate dividend increase of approximately 5% ($0.04 per Common Share on an annualized basis) upon
closing of the Transaction;

x

a significant increase in the size of the public float;

x

TransAlta Renewables receives a ROFO to invest in growth projects related to the Canadian Assets;

x

potential for future growth from behind-the-fence customers at Sarnia for both power and steam; and
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x

TransAlta, as majority sponsor, maintains significant ownership of approximately 64% of TransAlta Renewables.

See "Matters to be Acted Upon at the Meeting - The Transaction Resolution and TSX Resolution - Benefits of the
Transaction" in this Circular.
RECOMMENDATION OF THE SPECIAL COMMITTEE AND THE BOARD
The Special Committee unanimously concluded that the Transaction is in the best interests of the Company and
its Shareholders (without giving direct consideration to the interests of TransAlta) and recommended to the
Board that it approve the Transaction. The Board then unanimously (with directors who are present or former
directors or officers of TransAlta abstaining) concluded that the Transaction is in the best interests of the
Company and the Shareholders of the Company (without giving direct consideration to the interests of
TransAlta) and recommended the approval of the Transaction by the Disinterested Shareholders. See "Matters to
be Acted upon at the Meeting - The Transaction Resolution and TSX Resolution - Recommendation of the Board"
in this Circular.
VALUATION AND FAIRNESS OPINION
The Special Committee retained the Financial Advisor to provide financial advice and related assistance to the Special
Committee in evaluating and assisting in the negotiation of potential transactions involving the Company and any
business, asset or property owned directly or indirectly by TransAlta, including the Transaction, and the preparation and
delivery of a formal valuation report to the Special Committee, in accordance with the requirements of MI 61-101.
The Financial Advisor delivered its preliminary views as to the range of value of the economic interest to be acquired by
the Company based on cash flows from the Canadian Assets to the Special Committee at a meeting held on
November 16, 2015 and subsequently delivered the Valuation and Fairness Opinion on November 18, 2015. Based on
and subject to the analyses, assumptions, limitations and qualifications contained in the Valuation and Fairness Opinion,
the Financial Advisor concluded that, as of November 18, 2015, the fair value of the economic interest to be acquired by
the Company based on cash flows from the Canadian Assets is in the range of $507 million to $576 million, and that the
consideration to be paid pursuant to the Transaction is fair, from a financial point of view, to the Company. See "Matters to
be Acted upon at the Meeting - The Transaction Resolution and TSX Resolution - Valuation and Fairness Opinion" in this
Circular.
REQUIRED APPROVALS
Pursuant to MI 61-101, the Transaction Resolution will require the approval of a majority of the Disinterested
Shareholders as the following steps contemplated in the Transaction constitute "related party transactions" for which, in
the aggregate, there are no exemptions from the approval requirements under MI 61-101:
(a)

the entering into by the Company of the Investment Agreement;

(b)

the assignment of the Capital Note 1 and the TAGP RNW Debt from TransAlta to the Company in exchange
for the TAC RNW Convertible Debenture and the TAC RNW Note;

(c)

the entering into of the TAC RNW Convertible Debenture;

(d)

the assignment of the Capital Note 1 from the Company to TA Energy in exchange for the Sub Note;

(e)

the subscription by the Company for Tracking Preferred Shares, which the Company will receive through the
settlement of the TAGP RNW Debt and the Sub Note; and

(f)

the entering into by the Company of the Second Management Services Amending Agreement.

In addition, the policies of the TSX require that certain steps of the Transaction be approved by a majority of the
Disinterested Shareholders as a separate resolution. Accordingly, the TSX Resolution must be approved by a majority of
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the Disinterested Shareholders. See "Quorum and Voting Requirements" and "Matters to be Acted Upon at the Meeting The Transaction Resolution and TSX Resolution" in this Circular.
FORM OF RESOLUTIONS
Disinterested Shareholders will be asked to consider, and if deemed advisable, approve: (i) the form of Transaction
Resolution set out under the heading "Transaction Resolution" in Appendix "A" to this Circular; and (ii) the form of the TSX
Resolution set out under the headings "TSX Resolution" in Appendix "A" to this Circular. It is the intention of the
persons named in the enclosed form of proxy, unless expressly directed to the contrary in such form of proxy, to
vote in favour of the Transaction Resolution and the TSX Resolution.
INVESTMENT AGREEMENT
The Investment Agreement is the overarching agreement pursuant to which, among other things, TransAlta Renewables
will acquire Tracking Preferred Shares providing TransAlta Renewables with an economic interest in and based on the
cash flows from the Canadian Assets broadly equal to the underlying net distributable profits of the TEC LP Subsidiaries.
See "Matters to be Acted Upon at the Meeting - The Transaction Resolution and TSX Resolution - Agreements and Share
Terms - Investment Agreement" in this Circular.
THE OFFERING
The Transaction will be funded in part by the Offering, being a public offering in Canada by the Company of an aggregate
of 15,385,000 Subscription Receipts at a price of $9.75 per Subscription Receipt for gross proceeds of approximately
$150 million. The Company granted to the Underwriters the Over-Allotment Option in connection with the Offering to
purchase up to an additional 2,307,750 Subscription Receipts at a price of $9.75 per Subscription Receipt on the same
terms and conditions as the Offering to cover over-allotments and for market stabilization purposes. Each Subscription
Receipt will be automatically exchanged for one Common Share without payment of additional consideration or further
action by the holder upon receipt of the Shareholder Approvals. On November 30, 2015, the Underwriters gave notice to
fully exercise the Over-Allotment Option resulting in the gross proceeds to be received by the Company pursuant to the
Offering increasing to approximately $172.5 million. The Offering, including the full exercise of the Over-Allotment Option,
closed on December 2, 2015.
The gross proceeds of the Offering (less the initial underwriters' commission) are being held by an escrow agent, the
Subscription Receipt Agent, pending the Closing. Provided that the Shareholder Approvals are received and the
Transaction occurs on or before March 31, 2016, the funds held by the Subscription Receipt Agent, together with the
interest thereon, subject to any interest earned being released to holders of Subscription Receipts in full or partial
satisfaction of the Dividend Equivalent Payment, if any, will be released to the Company immediately prior to Closing.
See "Matters to be Acted Upon at the Meeting - The Transaction Resolution and TSX Resolution - The Offering" in this
Circular.
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GLOSSARY OF TERMS
"Additional Cash Amount" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the
Meeting - The Transaction Resolution and TSX Resolution - Agreements and Share Terms - Funding Support
Agreement".
"Adjusted SLR Amount" means, for any given fiscal quarter, the SLR Amount for that fiscal quarter, after giving effect to
any Excluded Growth Projects Adjustments and Reconciliation Adjustments.
"Affiliate" means as follows: a Person is an affiliate of another Person if (a) one of them is the Subsidiary of the other, or
(b) each of them is Controlled by the same Person.
"AIF" means the annual information form of the Company dated February 12, 2015 for the year ended
December 31, 2014.
"Applicable Laws" means in the context that refers to one or more Persons, any domestic or foreign, federal, state,
provincial or local law (statutory, common or otherwise), constitution, treaty, convention, ordinance, code, rule, regulation,
order, injunction, judgment, decree, ruling or other similar requirement enacted, adopted, promulgated or applied by a
Governmental Entity and any terms and conditions of any grant of approval, permission, authority or license of any
Governmental Entity, that is binding upon or applicable to such Person or Persons or its or their business, undertaking,
property or securities and emanate from a Governmental Entity having jurisdiction over the Person or Persons or its or
their business, undertaking, property or securities.
"Articles" means the articles of incorporation of the Company, dated May 28, 2013, as amended.
"Australian Acquisition" has the meaning ascribed to such term under "Matters to be Acted Upon at the Meeting Special Committee Process and Board Approval".
"Australian Assets" means the portfolio of assets held by TEA, consisting of 425 MW of power generation from six
operating assets, which are operational and contracted under long-term contracts, the 150 MW South Hedland Power
Station Project that is currently under construction, as well as a recently commissioned 270 km gas pipeline.
"Beneficial Shareholder" has the meaning ascribed to such term under "General Information for the Meeting - Voting
Information - Beneficial Shareholder Voting" in this Circular.
"Board" means the board of directors of the Company.
"Business Day" means a day on which banks are generally open for the transaction of commercial business in Calgary,
Alberta, but does not in any event include a Saturday or Sunday or statutory holiday in the Province of Alberta.
"CAFD" means cash flow available for distribution and represents the amount of cash generated from operations, before
changes in working capital and after deducting sustaining capital expenditures, scheduled principal repayments of debt
and distributions to non-controlling interests.
"Canadian Assets" means all of the tangible and intangible property (whether real, personal, or mixed), rights, benefits,
privileges and other assets owned or leased by each of Sarnia LP, Ragged Chute LP and Le Nordais LP as at the Closing
Date and, thereafter, any Canadian ROFO Assets, but excluding in any event the Excluded Growth Projects.
"Canadian ROFO Assets" means, collectively, any Productivity Investment and/or Expansion Investment within which
TransAlta Renewables agrees to acquire economic interests in accordance with the terms of the Investment Agreement
and which TransAlta Renewables funds.
"Canadian Securities Laws" means the securities legislation or ordinance and regulations thereunder of each province
of Canada and the rules, instruments, policies and orders of each Canadian securities regulator made thereunder.

4
TransAlta Renewables Inc. 2015 Management Proxy Circular

"Capital Note 1" means the non-interest bearing, pre-payable at will and repayable on demand, promissory note in the
principal amount of $126 million issued by TEC LP.
"Capital Reorganization" means a reclassification of Common Shares or a change of the outstanding Common Shares
into other shares or into other securities (other than a Share Reorganization), or a consolidation, amalgamation or merger
(including by way of arrangement) of TransAlta Renewables with or into any body corporate, trust, partnership or other
entity (other than a consolidation, amalgamation, merger or arrangement which does not result in any reclassification of
the outstanding Common Shares or a change of the Common Shares into other shares or securities), or a sale or transfer
of all or substantially all of the assets of TransAlta Renewables to any body corporate, trust, partnership or other entity.
"CBCA" means the Canada Business Corporations Act.
"Circular" means this management information circular of TransAlta Renewables dated December 4, 2015, together with
all appendices hereto.
"Claims" means any and all proceedings, actions, suits, assessments, reassessments or claims of whatsoever nature or
kind including regulatory or administrative (whether or not under common law, on the basis of contract, negligence, strict
or absolute liability or liability in tort, or arising out of requirements of Applicable Laws), imposed on, suffered by, or
asserted against any Person or any property, whether absolute or contingent.
"Class A Preferred Shares" means the class A non-voting preferred shares in the capital of TA Energy.
"Class B Shares" means the class B common shares in the capital of the Company, which shares are convertible into
Common Shares at the option of the holder of Class B Shares at any time after the Conversion Right Triggering Event
and at a specified conversion ratio that is determined by the actual costs incurred by TransAlta Renewables in completing
the construction of South Hedland.
"Closing" means the consummation and closing of the Transaction on the Closing Date.
"Closing Date" means the closing date of the Transaction, which is expected to occur on January 6, 2016.
"Common Share" means a common share in the capital of TransAlta Renewables.
"Company" or "TransAlta Renewables" means TransAlta Renewables Inc., a corporation incorporated pursuant to the
federal laws of Canada
"Control" means as follows: a Person (first Person) is considered to Control another Person (second Person) if (i) the first
Person beneficially owns, or controls or directs, directly or indirectly, securities of the second Person carrying votes which,
if exercised, would entitle the first Person to elect a majority of the directors of the second Person, unless that first Person
holds the voting securities only to secure an obligation; (ii) the second Person is a partnership, other than a limited
partnership, and the first Person holds more than 50% of the interests of the partnership; or (iii) the second Person is a
limited partnership and the first Person (A) is the general partner of the limited partnership or (B) beneficially owns, or
controls or directs, directly or indirectly, securities of the general partner of the limited partnership carrying votes which, if
exercised, would entitle the first Person to elect a majority of the directors of the general partner of the limited partnership.
"Conversion Price" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting – The
Transaction Resolution and TSX Resolution - Agreements and Share Terms - TAC RNW Convertible Debenture".
"Conversion Right" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting – The
Transaction Resolution and TSX Resolution - Agreements and Share Terms - TAC RNW Convertible Debenture".
"Conversion Right Triggering Event" means the later to occur of: (i) May 1, 2017; and (ii) the commercial operation date
of the South Hedland Power Station Project.
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"Costs" means, for any given fiscal year, the total cost of sales for that fiscal year, including the cost of fuel for power pool
sales, cost of fuel for customer electricity, cost of customer fuel for steam, gas storage expense, gas transportation
expense and miscellaneous expenses.
"Cumulative Overadjustment" means, in respect of any given fiscal year following December 31, 2026, the amount, if
any, by which (a) the aggregate of the Gross Margin Sharing Target Amounts for all previous fiscal years following
December 31, 2025, before giving effect to any adjustments pursuant to paragraph (c) of the definition of "Dividend
Amount", exceeds (b) the aggregate of the Gross Margin of Sarnia LP for all such previous fiscal years plus the aggregate
amount of all upward adjustments to the Gross Margin Sharing Target Amount pursuant to paragraph (c) of the definition
of "Dividend Amount" for all such previous fiscal years.
"Debt Assignment Agreement" means the assignment agreement to be dated as of the Closing Date among, inter alia,
TransAlta and TransAlta Renewables, pursuant to which the Capital Note 1 and the TAGP RNW Debt will be assigned to
TransAlta Renewables by TransAlta for the TAC RNW Convertible Debenture and the TAC RNW Note, in such form as
may be mutually agreed to by TransAlta and TransAlta Renewables, each acting reasonably.
"Debt Security" means any bond, debenture, note or similar instrument representing indebtedness, whether secured or
unsecured, issued by TA Energy pursuant to the Funding Support Agreement, but for greater certainty, "Debt Security"
excludes any loan provided to TA Energy by TransAlta pursuant to a Loan Agreement.
"Deemed Cash Taxes" means, for any fiscal year, the aggregate tax amounts (computed in accordance with the Tax Act
and any applicable provincial taxing statute) that would be payable, net of any receivable by each TEC LP Subsidiary in
that fiscal year, determined on an individual basis, as though such TEC LP Subsidiary is a taxable Canadian corporation,
as such amounts are set forth in the SLR Financial Statements, less the portion of such tax amounts (computed in
accordance with the Tax Act and any applicable provincial taxing statute) that would be payable, net of any receivable, by
Sarnia LP in that fiscal year with respect to the Upside Sharing Amount.
"Disinterested Shareholder" means Shareholders, excluding each of TransAlta, a Related Party of TransAlta or any
Joint Actor of TransAlta.
"Dividend Amount" means, for any given fiscal quarter, an amount equal to the Adjusted SLR Amount for such fiscal
quarter, net of any applicable Taxes, subject to the following terms and conditions:
(a)

for each fiscal year following December 31, 2025, if such fiscal quarter is the fourth quarter of a fiscal year
and the Gross Margin of Sarnia LP for a fiscal year exceeds the Gross Margin Sharing Target Amount for
such fiscal year, as adjusted pursuant to paragraph (c) below, the Dividend Amount for such fiscal quarter
shall be reduced by 50% of such excess amount (the "Upside Sharing Amount");

(b)

if in such fiscal quarter the Dividend Amount is not positive, such deficiency must be recouped by
subtracting such deficiency from the Dividend Amount for any successive fiscal quarters; and

(c)

the Gross Margin Sharing Target Amount for any fiscal year following December 31, 2026 shall be
adjusted upwards by the amount of any Cumulative Overadjustment calculated in respect of such fiscal
year.

"Dividend Equivalent Payment" means an amount per Subscription Receipt, if any, equal to the amount per Common
Share of any cash dividends for which record date(s) have occurred during the period from the Offering Closing Date up
to, but not including, the Closing Date.
"Dividend Payment Date" means the date determined by the board of directors of TA Energy as the date for payment of
a dividend, as set forth in the Tracking Preferred Share provisions.
"Dividend Per Class B Preferred Share" means, for each applicable fiscal quarter, the aggregate Dividend Amount for
such fiscal quarter, divided by the number of issued and outstanding Tracking Preferred Shares outstanding on the
applicable Dividend Payment Date.
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"EBITDA" means earnings before interest, taxes, depreciation, and amortization.
"Equity Security" means any voting common or preferred share of TA Energy, excluding the Class A Preferred Shares
and the Tracking Preferred Shares, issued pursuant to the Funding Support Agreement.
"Excluded Growth Projects" means any Canadian ROFO Assets that the Company does not agree to fund in
accordance with the terms of the Investment Agreement and which TransAlta, the TEC LP Subsidiaries or any of their
Affiliates, as applicable, nonetheless determine to proceed with.
"Excluded Growth Projects Adjustments" means a decrease to the SLR Amount for a given fiscal quarter in an amount
equal to that portion of the SLR Amount in that particular fiscal quarter that is reasonably determined by TEC LP as being
attributable to the Excluded Growth Projects, including, without limitation, finance costs and Taxes associated with the
Excluded Growth Projects.
"Expansion Investment" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting The Transaction Resolution and TSX Resolution - Agreements and Share Terms - Investment Agreement".
"Fair Market Value" means the fair market value of the Canadian Assets, less: (a) the fair market value attributable to any
Excluded Growth Projects; (b) an amount equal to the SLR Amounts, in aggregate, not distributed by any of Sarnia LP,
Ragged Chute LP and Le Nordais LP but that was included in a Dividend Amount that has previously been paid; and (c)
any SLR Amount arising in connection with a liquidation, dissolution, winding up or other distribution of the assets of TEC
LP, in each case such value to be as determined by the board of directors of TA Energy utilizing any reasonable valuation
methodology based on arm's length principles; provided, in the event that holder(s) of Tracking Preferred Shares believe
that the value so determined is unreasonable, an independent appraiser agreed to by the board of directors of TA Energy
and the holder(s) of Tracking Preferred Shares will be appointed, with the cost to be borne by the holder(s) of Tracking
Preferred Shares, to determine such value utilizing any reasonable valuation methodology based on arm's length
principles that the independent appraiser determines is appropriate.
"Financial Advisor" means Moelis & Company LLC.
"First Management Services Amending Agreement" means the first amending agreement to the Management Services
Agreement, dated May 7, 2015 between TransAlta and TransAlta Renewables pursuant to which the Management
Services Agreement was amended in order to re-establish the G&A Reimbursement Fee as part of the Australian
Acquisition.
"Funding Notice" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting - The
Transaction Resolution and TSX Resolution - Agreements and Share Terms - Funding Support Agreement".
"Funding Obligation" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting The Transaction Resolution and TSX Resolution - Agreements and Share Terms - Funding Support Agreement".
"Funding Support Agreement" means the Funding Support Agreement to be entered into between TransAlta and TA
Energy on the Closing Date pursuant to which, among other things, TransAlta will agree to subscribe for TAE Securities to
ensure that TA Energy has sufficient funds to satisfy the dividend obligations pursuant to the terms of the Tracking
Preferred Shares.
"G&A Reimbursement Fee" has the meaning ascribed to such term herein under "Agreements with TransAlta Management Services Agreement".
“Governance and Cooperation Agreement” means the governance and cooperation agreement between the Company
and TransAlta dated August 9, 2013, as amended.
"Governmental Entity" means any (i) national, federal, provincial, state, regional, municipal, local or other government or
any governmental or public department, central bank, court, tribunal, arbitral body, commission, board, bureau ministry or
agency, domestic or foreign; (ii) any subdivision, agent, commission, board or authority of any of the foregoing; and (iii)
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any quasi-governmental or private body exercising any regulatory, expropriation or Taxing Authority under or for the
account of any of the foregoing.
"Gross Margin of Sarnia LP" means, for any given fiscal year, the difference between the Revenue of Sarnia LP and
Costs of Sarnia LP for that fiscal year.
"Gross Margin Sharing Target Amount" means the threshold amounts set forth in Schedule "A" to the Tracking
Preferred Share terms, which Tracking Preferred Share terms are appended as Schedule "B" to the Investment
Agreement.
"Hydro-Quebec" means Hydro-Quebec Production, a division of Hydro-Quebec, a corporation constituted under the
Hydro-Quebec Act, R.S.Q. c. H-5.
"IESO" means the Independent Electric System Operator in Ontario.
"IFRS" means the International Financial Reporting Standards as issued by the International Accounting Standards
Board.
"Included Capital" means, for a particular fiscal quarter, any capital costs associated with the Canadian Assets, including
the cost of sustaining capital (including relating to planned and unplanned maintenance, information technology costs and
cost of strategic spares) and the cost of productivity improvements.
"Independent Directors" means the following directors of the Company: Allen R. Hagerman, David W. Drinkwater and
Kathryn B. McQuade.
"Investment Agreement" means the investment agreement dated November 23, 2015 among TransAlta Renewables,
TransAlta, TEC LP, the TEC LP Subsidiaries and TA Energy pursuant to which, among other things, TransAlta
Renewables will acquire Tracking Preferred Shares which will provide the Company with an economic interest in and
based on the cash flows from the Canadian Assets broadly equal to the underlying net distributable profits of the TEC LP
Subsidiaries. The Investment Agreement was filed on SEDAR, under the profile of the Company, on December 2, 2015.
"Issuer Conversion Right" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the
Meeting - The Transaction Resolution and TSX Resolution - Agreements and Share Terms - TAC RNW Convertible
Debenture".
"Joint Actor" has the meaning ascribed to such term in MI 61-101.
"Lease" means the ground lease to be entered into between TransAlta and Sarnia LP with respect to the real property to
be leased by Sarnia LP from TransAlta, to be made effective as of May 1, 2015.
"Le Nordais" means TransAlta's wind facility located on the Gaspé Peninsula of Québec which includes Cap-Chat with 55
MW of installed capacity and Matane with 43 MW of installed capacity.
"Le Nordais LP" means TransAlta (LN) L.P., a limited partnership formed pursuant to the laws of the Province of Alberta.
"Liability" means any and all liabilities and obligations, whether under common law, in equity, under Applicable Laws or
otherwise, whether tortious, contractual, vicarious, statutory or otherwise, whether absolute or contingent and whether
based on fault, strict liability or otherwise.
"Licence Option" means the option agreement to be entered into between TransAlta and Sarnia LP with respect to the
option of Sarnia LP to occupy, subject to the terms and conditions contained therein, the real property of TransAlta set
forth in the Lease after the expiry of the Lease, to be dated the Closing Date.
"Liquidation Amount Per Class B Preferred Share" means an amount equal to the aggregate Fair Market Value, on the
Liquidation Date (less, without duplication, all Taxes and Deemed Cash Taxes reasonably applicable to the direct or
indirect sale of any of the Canadian Assets to the extent not previously reflected in a SLR Amount that was included in a
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Dividend Amount that had been previously distributed to holders of Tracking Preferred Shares, and the liquidation,
dissolution, winding up or other distribution of the assets of TA Energy for the purpose of winding up its affairs, as
applicable, and applicable to the payment and receipt of the Liquidation Amount Per Class B Preferred Share) divided by
the number of Tracking Preferred Shares issued and outstanding on the Liquidation Date.
"Liquidation Date" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting - The
Transaction Resolution and TSX Resolution - Agreements and Share Terms - Tracking Preferred Shares".
"Loan Agreement" means, collectively, the Reciprocal Intercompany Loan Agreement to be entered into between
TransAlta and TA Energy under which either TransAlta (or one or more of its Affiliates) or TA Energy may from time to
time borrow from the other party (or one or more of its Affiliates) funds in an amount not to exceed $100 million and any
other agreement to be entered into by TransAlta and TA Energy (and/or one or more of their respective Affiliates) with
respect to the subject matter thereof.
"Losses" means, in respect of a Person and in relation to a matter, any and all losses, damages, costs, expenses and
charges (including all penalties, assessments and fines) which such Person suffers, sustains, pays or incurs in connection
with such matter and includes Taxes and all interest, penalties, additions to Taxes or additional amounts imposed by any
Governmental Entity and all reasonable costs of legal counsel (on a solicitor and client basis) and other professional
advisors and consultants and reasonable out-of-pocket costs, disbursements and expenses paid or incurred by such
Party of investigating and defending Claims asserted against it in relation to the matter, regardless of whether such
Claims are sustained, but excluding any indirect, consequential, exemplary, punitive or special damages.
"Management Services Agreement" means the Management, Administrative and Operational Services Agreement
dated August 9, 2013 between TransAlta and TransAlta Renewables, as amended.
"Material Adverse Change" or "Material Adverse Effect" means an effect, change, event or occurrence that is, alone or
in conjunction with any other effect, change, event or occurrence, materially adverse to the results of operations, assets,
properties, capital, liabilities (contingent or otherwise), cash flow, income, or business operations of TA Energy, TEC LP
and the TEC LP Subsidiaries (taken as a whole) or the Company and its Subsidiaries (taken as a whole), as applicable,
except for and excluding any fact or state of facts, circumstance, change, effect, occurrence or event resulting from or
arising in connection with: (a) any matter which has, prior to the date hereof, been publicly disclosed by TransAlta or the
Company, as applicable; (b) any change in IFRS or changes in regulatory accounting requirements applicable to the
business currently being carried on by TEC LP and the TEC LP Subsidiaries as a whole; (c) any change in global,
national or regional political conditions (including the outbreak of war or acts of terrorism) or in general economic,
business, regulatory, or market conditions or in national or global financial or capital markets or commodity markets; and
(d) any natural disaster.
"Maturity Date" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting – The
Transaction Resolution and TSX Resolution - Agreements and Share Terms – TAC RNW Convertible Debenture".
"MD&A" means the Company's management's discussion and analysis of financial condition and results of operations for
the year ended December 31, 2014.
"Meeting" means the special meeting of the Shareholders to be held on January 6, 2016 to consider, among other things,
the approval of the Transaction Resolution and the TSX Resolution, including any adjournment or postponement thereof.
"MI 61-101" means Multilateral Instrument 61-101 - Protection of Minority Securityholders in Special Transactions adopted
by certain of the Canadian Securities Administrators, as amended.
"MRPS" means mandatory redeemable preferred shares in the capital of TEA, issued in connection with the Company's
previously disclosed transaction relating to the Australian Assets.
"MW" means megawatt.
"NI 51-102" means National Instrument 51-102 - Continuous Disclosure Obligations adopted by the Canadian Securities
Administrators, as amended.

9
TransAlta Renewables Inc. Management Proxy Circular

"Notice of Meeting" means the notice regarding the Meeting accompanying this Circular.
"Offering" means the public offering of Subscription Receipts in Canada (including pursuant to the Over-Allotment Option)
under the Prospectus Supplement, the gross proceeds of which will be used by the Company to repay the TAC RNW
Note.
"Offering Closing Date" means December 2, 2015, the closing date of the Offering.
"Offering Price" means the price of $9.75 per Subscription Receipt.
"OPA" means the IESO (formerly, the Ontario Power Authority).
"Opportunities" has the meaning ascribed to such term herein under "Agreements with TransAlta – Governance and
Cooperation Agreement".
"Order" means any temporary, preliminary or permanent order, decision, notice, judgment or injunction that has been
issued or otherwise put into effect by any Governmental Entity that has the effect of prohibiting the consummation of the
transactions contemplated herein or which imposes terms and conditions either in respect of the consummation of the
transactions contemplated herein or on the TAC Parties or TransAlta Renewables which would materially and adversely
affect TA Energy, TEC LP and the TEC LP Subsidiaries (taken as a whole) or TransAlta Renewables.
"Over-Allotment Option" means the option granted by the Company to the Underwriters to purchase up to an additional
2,307,750 Subscription Receipts at a price of $9.75 per Subscription Receipt on the same terms and conditions as the
Offering.
"Parties" means the parties to the Investment Agreement and "Party" means any one of them.
"Penalty Dividend Per Class B Preferred Share" means, for each applicable fiscal quarter, a dividend that TA Energy is
required to pay pursuant to the terms of the Tracking Preferred Shares equal to the Prime Rate plus 8.0% of the
aggregate of the unpaid Dividend Amount for such fiscal quarter divided by the number of issued and outstanding
Tracking Preferred Shares.
"Percentage of Outstanding Common Shares" means the percentage equivalent to the quotient obtained when (i) the
aggregate number of Common Shares beneficially owned by TransAlta and its Subsidiaries is divided by (ii) the aggregate
number of Common Shares outstanding, in each case as at the time of the calculation.
"Permitted Subsidiaries" means, collectively, TEC LP, Ragged Chute LP, Sarnia LP, Le Nordais LP, and each of their
respective general partners.
"Person" includes any individual, partnership, limited partnership, limited liability partnership, limited or unlimited liability
company, joint venture, syndicate, sole proprietorship, company or corporation with or without share capital,
unincorporated association, unincorporated syndicate, unincorporated organization, trust, trustee, executor, administrator
or other legal personal representative or Governmental Entity, however designated or constituted.
"PPA" means a power purchase and sale agreement between a power generator and an acquiror of such power
generator's electricity.
"Preferred Shares" has the meaning ascribed to such term herein under "Voting Securities and Principal Owners
Thereof".
"Prime Rate" means the annual rate of interest announced from time to time by Canadian Imperial Bank of Commerce as
being its reference rate then in effect for determining interest rates on Canadian denominated commercial loans made by
such bank in Canada.
"Productivity Investment" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the
Meeting - The Transaction Resolution and TSX Resolution - Agreements and Share Terms - Investment Agreement".
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"Prospectus Supplement" means the short form prospectus supplement of the Company dated November 25, 2015 to
the short form base shelf prospectus of the Company dated June 16, 2015, qualifying the distribution of the Subscription
Receipts in all provinces of Canada in connection with the Offering.
"Q3 MD&A" means the TransAlta Renewables management's discussion and analysis of financial condition and results of
operations for the three and nine months ended September 30, 2015.
"Ragged Chute" means TransAlta's run-of-river hydroelectric facility with installed capacity of 7 MW located on the
Montréal River, south of New Liskeard, in northern Ontario.
"Ragged Chute LP" means TransAlta (RC) L.P., a limited partnership formed pursuant to the laws of the Province of
Alberta.
"Reconciliation Adjustment" means an amount equal to the difference between (a) any component of the SLR Amount
that was estimated in declaring the Dividend Per Class B Preferred Share in respect of a prior fiscal quarter, and (b) the
actual amount of such estimated component SLR Amounts as set forth or ascertainable from the SLR Financial
Statements for such prior fiscal quarter.
"Record Date" has the meaning ascribed to such term herein under "General Information for the Meeting - Mailing of
Circular".
"Registered Shareholder" has the meaning ascribed to such term under "General Information for the Meeting - Voting
Information - Registered Shareholder Voting" in this Circular.
"Related Party" has the meaning ascribed to such term in MI 61-101.
"Revenue" means, for any given fiscal year, the total revenue for that fiscal year, including revenue from the IESO
(formerly the OPA), revenue from power pool sales, customer electricity revenue, customer fuel for steam revenue,
customer revenue from steam reconciliation, fixed steam customer revenue and other miscellaneous revenue.
"ROFO" means a right of first offer.
"ROFO Agreement" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting - The
Transaction Resolution and TSX Resolution - Agreements and Share Terms - Investment Agreement".
"ROFO Notice" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the Meeting - The
Transaction Resolution and TSX Resolution - Agreements and Share Terms - Investment Agreement".
"Sarnia" means TransAlta's 506 MW combined-cycle cogeneration facility located in Sarnia, Ontario.
"Sarnia LP" means TransAlta (SC) L.P., a limited partnership formed pursuant to the laws of the Province of Alberta.
"Sarnia Management Agreement" means the Sarnia asset management intercompany agreement to be entered into
between Sarnia LP and TransAlta Energy Marketing Corp. to be dated the Closing Date and substantially in the form
agreed to between the parties prior to the execution of the Investment Agreement.
"Second Management Services Amending Agreement" means the amending agreement dated as of the Closing Date
between TransAlta and TransAlta Renewables pursuant to which the Management Services Agreement shall be amended
in order to re-establish the "G&A Reimbursement Amount" (as such term is defined in Management Services Agreement)
in accordance with the terms of the Investment Agreement.
"SEDAR" means the System for Electronic Document Analysis and Retrieval, which can be accessed at www.sedar.com.
"Share Reorganization" means the occurrence of any one of the following events: (a) the subdivision or division of the
outstanding Common Shares into a greater number of shares; (b) the reduction, combination or consolidation of the
outstanding Common Shares into a lesser number of shares; or (c) the issuance of Common Shares or securities
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exchangeable for or convertible into Common Shares to the holders of all or substantially all of the outstanding Common
Shares by way of a stock dividend.
"Shareholder" means a holder of Common Shares or Class B Shares, or both.
"Shareholder Approvals" means the approvals required to be obtained from the Shareholders pursuant to Applicable
Laws (including MI 61-101) or the rules of the TSX in order for the Company to complete the transactions contemplated in
the Investment Agreement.
"Shares" means the Common Shares and the Class B Shares.
"SLR Amount" means, for a particular fiscal quarter, the combined operating income (as set forth in the SLR Financial
Statements) associated with the Canadian Assets:
(a)

as adjusted for the following items: (i) the addition of cash proceeds on finance lease receivables; (ii) the
addition of depreciation and amortization; and (iii) the addition of other non-cash expense or losses that
were included in operating income, and the subtraction of other non-cash revenue or gains that were
included in operating income (both excluding effects of changes in working capital), each as required to
calculate "Adjusted EBITDA"; and

(b)

as further adjusted for the following cash items arising in the fiscal quarter: (i) the addition of cash
proceeds from the direct or indirect sale of Sarnia LP, Ragged Chute LP and Le Nordais LP and any
Canadian Assets; (ii) the addition of returns of capital by each of Sarnia LP, Ragged Chute LP and Le
Nordais LP that do not relate to surpluses and earnings; (iii) the addition of interest income and
subtraction of interest expense; (iv) the subtraction of Included Capital; (v) the subtraction of cash
guarantee fee expenses; (vi) the subtraction of Deemed Cash Taxes; (vii) the subtraction of any increase
or the addition of any decrease in reasonable reserve maintained by any of the TEC LP Subsidiaries (on
an individual basis) at the end of the applicable fiscal quarter as compared to the prior fiscal quarter; (viii)
the subtraction of the costs of removing any hazardous materials and decommissioning or reclaiming and
rehabilitating any contamination caused by the operation of the Canadian Assets (except to the extent
relating to Sarnia LP) and the costs of removing any hazardous materials and decommissioning or
reclaiming and rehabilitating the Sarnia cogeneration facility pursuant to the Lease; and (ix) the addition
or the subtraction of such other cash amounts not already adjusted for above,

provided that if in any prior fiscal quarter the SLR Amount was not positive, all such deficiencies must be deducted before
the excess becomes the SLR Amount for a given fiscal quarter.
"SLR Financial Statements" means the combined financial statements of Sarnia LP, Ragged Chute LP and Le Nordais
LP.
"South Hedland" or "South Hedland Power Station Project" means the 150 MW combined-cycle gas power station
under construction in South Hedland, Western Australia.
"Special Committee" means the special committee of Independent Directors formed to consider, make recommendations
and negotiate with TransAlta in respect of certain steps of the Transaction.
"Sub Note" means the non-interest bearing, pre-payable at will and repayable on demand promissory note issued by TA
Energy in the principal amount of $126 million.
"Subscription Receipt" means a subscription receipt issued by the Company pursuant to the Offering, which entitles the
holder thereof to receive one Common Share and, in applicable circumstances, the Dividend Equivalent Payment, if any,
in accordance with the Subscription Receipt Agreement.
"Subscription Receipt Agent" means CST Trust Company, a trust company incorporated under the federal laws of
Canada and registered to carry on business in the Province of Alberta.
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"Subscription Receipt Agreement" means the subscription receipt agreement dated as of the Offering Closing Date
among TransAlta Renewables, CIBC World Markets Inc. and TD Securities Inc., on behalf of the Underwriters, and the
Subscription Receipt Agent providing for the issuance and governing the terms of the Subscription Receipts.
"Subsidiary" or "Subsidiaries" means, with respect to any Person, an entity which is Controlled by such Person;
provided, however that TEA and its Subsidiaries shall not be considered to be Subsidiaries of TEC LP.
"TA Energy" means TA Energy Inc., a corporation incorporated pursuant to the federal laws of Canada.
"TAC Group Entities" means, collectively, TransAlta, TEC LP and the TEC LP Subsidiaries and "TAC Group Entity"
means any one of them.
"TAC Indemnitees" has the meaning ascribed to such term herein under “Matters to be Acted Upon at the Meeting - The
Transaction Resolution and TSX Resolution - Agreements and Share Terms - Investment Agreement".
"TAC Parties" means, collectively, TransAlta, TEC LP, the TEC LP Subsidiaries and TA Energy and "TAC Party" means
any one of them.
"TAC RNW Convertible Debenture" means the 4.5% convertible unsecured subordinate debenture having a principal
amount of $215 million and maturing on December 31, 2020 to be issued by TransAlta Renewables on or before the
Closing Date to TransAlta, in substantially the form set forth in Schedule "A" to the Investment Agreement.
"TAC RNW Note" means the non-interest bearing, pre-payable at will and repayable on demand, convertible (into
Common Shares at a conversion price per Common Share equal to the Offering Price) debt owing in the aggregate
principal amount of $325 million to be issued by TransAlta Renewables on or before the Closing Date to TransAlta, which
aggregate principal amount is to be reduced in an amount equal to the gross proceeds actually received by TransAlta
Renewables in connection with the Offering.
"TAE Security" means any Equity Security or Debt Security.
"TAGP" means TransAlta Generation Partnership, a general partnership governed by the laws of the Province of Alberta.
"TAGP RNW Debt" means the non-interest bearing, pre-payable at will and repayable on demand promissory note in the
principal amount of $414 million issued by TA Energy.
"Tax" or "Taxes" means any and all taxes, duties, fees, excises, premiums, assessments, imposts, levies and other
charges or assessments of any kind whatsoever however denominated, including any interest, penalties or other additions
that may become payable in respect thereof, imposed by any Taxing Authority, whether computed on a separate,
consolidated, unitary, combined or other basis, which taxes include, without limiting the generality of the foregoing, all
income or profits taxes (including, but not limited to, federal income taxes and provincial income taxes), payroll and
employee withholding taxes, employment insurance premiums, unemployment insurance, social insurance taxes, Canada
Pension Plan contributions, sales and use taxes, value added taxes, ad valorem taxes, excise taxes, franchise taxes,
gross receipts taxes, environmental taxes, capital taxes, production taxes, recapture, withholding taxes, employee health
taxes, surtaxes, customs, import and export taxes, business license taxes, occupation taxes, real and personal property
taxes, stamp taxes, environmental taxes, transfer taxes, workers' compensation and other governmental charges, and
other obligations of the same or of a similar nature to any of the foregoing.
"Taxing Authority" means any domestic or foreign government, agency or authority that is entitled to impose Taxes or
administer any Applicable Laws respecting Tax.
"TEA" means TransAlta Energy (Australia) Pty Ltd, an Australian corporation.
"TEC LP" means TEC Limited Partnership, a limited partnership governed by the laws of the Province of Alberta.
"TEC LP Subsidiaries" means, collectively, Sarnia LP, Ragged Chute LP and Le Nordais LP.
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"Termination Date" means the date on which a Termination Event occurs.
"Termination Event" means, in connection with the Offering, the occurrence of any of the following events: (a) the closing
of the Transaction does not occur by 4:30 p.m. (Calgary time) on March 31, 2016; (b) prior to the time prescribed in (a),
the Investment Agreement is terminated; (c) prior to the time prescribed in (a), the Company advises the Underwriters or
announces to the public that it or any of the other parties to the Investment Agreement do not intend to proceed with the
Transaction; or (d) prior to the time prescribed in (a), the Shareholder Approvals are not received in respect of the
Transaction.
"Tracking Preferred Shares" or "Class B Preferred Shares" means the Class B non-voting preferred shares in the
capital of TA Energy to be issued to TransAlta Renewables following receipt of the Shareholder Approvals and which will
provide TransAlta Renewables with an economic interest in and based on the cash flows from the Canadian Assets
broadly equal to the underlying net distributable profits of the TEC LP Subsidiaries.
"Transaction" means a series of transactions pursuant to which, provided that the conditions precedent in the Investment
Agreement are satisfied, including that the Shareholder Approvals are obtained at the Meeting, TransAlta Renewables
will, for aggregate consideration of $540 million (comprised of cash, Common Shares and the TAC RNW Convertible
Debenture), acquire Tracking Preferred Shares, which will provide TransAlta Renewables with an economic interest in
and based on the cash flows from the Canadian Assets broadly equal to the underlying net distributable profits of the TEC
LP Subsidiaries.
"Transaction Resolution" means the ordinary resolution approving the Transaction to be considered by the Disinterested
Shareholders at the Meeting, the full text of which is set forth under the heading "Transaction Resolution" in Appendix "A"
to this Circular.
"TransAlta" means TransAlta Corporation, a corporation amalgamated pursuant to the federal laws of Canada.
"TransAlta Renewables Indemnitees" has the meaning ascribed to such term herein under "Matters to be Acted Upon at
the Meeting - The Transaction Resolution and TSX Resolution - Agreements and Share Terms - Investment Agreement".
"TSX" means the Toronto Stock Exchange.
"TSX Resolution" means the ordinary resolution of the Disinterested Shareholders required pursuant to the policies of the
TSX approving the Transaction and certain aspects of the Transaction, the full text of which is set forth under the heading
"TSX Resolution" in Appendix "A" to this Circular.
"Underwriters" means, collectively, CIBC World Markets Inc., TD Securities Inc., RBC Dominion Securities Inc., Scotia
Capital Inc., BMO Nesbitt Burns Inc., National Bank Financial Inc., HSBC Securities (Canada) Inc., Canaccord Genuity
Corp., Desjardins Securities Inc., Industrial Alliance Securities Inc., Macquarie Capital Markets Canada Ltd. and Raymond
James Ltd. and "Underwriter" means any one of them.
"Underwriting Agreement" means the agreement dated November 25, 2015 among the Company, TransAlta and the
Underwriters in respect of the Offering.
"Upside Sharing Amount" has the meaning ascribed to such term herein under the definition for "Dividend Amount".
"Valuation and Fairness Opinion" has the meaning ascribed to such term herein under "Matters to be Acted Upon at the
Meeting – The Transaction Resolution and TSX Resolution – Valuation and Fairness Opinion".
"Wyoming Wind Farm" means a 144 MW wind farm located in Wyoming, in which the Company has an economic
interest.
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INFORMATION CONTAINED IN CIRCULAR
This Circular, dated December 4, 2015, is furnished in connection with the solicitation by management of the Company of
proxies from Shareholders for use at the Meeting for the purposes set out in the accompanying Notice of Meeting. No
person has been authorized to give any information or make any representation in connection with the Transaction or any
other matters to be considered at the Meeting other than those statements and representations contained in this Circular.
Information in this Circular is provided as of December 4, 2015 unless otherwise stated. Unless otherwise stated, the
information contained in this Circular regarding the Canadian Assets, among other things, has been provided by TransAlta
and accordingly, the Company does not assume responsibility for the accuracy or completeness of such information.
Shareholders should not construe the contents of this Circular as legal, tax or financial advice and should consult with
their own professional advisors as to the relevant legal, tax, financial or other matters in connection therewith.
All references to "dollars" and "$" are to the currency of Canada, unless otherwise indicated.
Capitalized terms used in this Circular and not otherwise defined have the meanings set forth under the heading
"Glossary of Terms" in this Circular.
FORWARD-LOOKING STATEMENTS
Certain statements contained in this Circular and the documents incorporated herein by reference constitute forwardlooking statements. These statements relate to future events or the Company's future performance. All statements other
than statements of historical fact are forward-looking statements. The use of any of the words "anticipate", "plan",
"contemplate", "continue", "estimate", "expect", "intend", "propose", "might", "may", "will", "shall", "project", "should",
"could", "would", "believe", "predict", "forecast", "pursue", "potential" and "capable" and similar expressions are intended to
identify forward-looking statements. These statements involve known and unknown risks, uncertainties and other factors
that may cause actual results or events to differ materially from those anticipated in such forward-looking statements. No
assurance can be given that these expectations will prove to be correct and such forward-looking statements included in
this Circular should not be unduly relied upon. These statements speak only as of the date of this Circular.
In particular, this Circular and the documents incorporated by reference herein contain forward-looking statements
pertaining to, among other things, the following: expectations and plans for future growth, including expansion into existing
and new markets and other forms of power generation and acquisition activities; the need for additional capital and the
expected sources of, and access to, such capital; the availability of sufficient liquidity for future growth and cash available
for the payment of dividends to Shareholders; the Company's dividend policy and the amounts expected to be paid under
that policy; the creditworthiness of the Company's counterparties under the PPAs; possible changes in the regulatory
regimes of the jurisdictions in which the Company operates or intends to operate; the Company's expectations regarding
the ability of TransAlta to operate the Company's assets effectively; the potential liabilities attributed to the Canadian
Assets; expectations for the growth in demand for electricity in Canada; the future possibility of transferring assets held by
TransAlta to the Company; the Company's expectations regarding the availability of industry consolidation opportunities in
the future; expectations in relation to the effect of government regulation, incentives and taxation regimes on the
Company's revenues, expenses and cash dividends; expectations in relation to the cost competitiveness of renewable
and gas generated power relative to other sources of power generation; expectations on the life span of assets in
operation; expectations for the retirement of aging energy facilities and the development, construction or operation of new
energy facilities including TransAlta's involvement in sourcing opportunities for the Company; expectations of
management of the Company with respect to the average annual long-term generation from the Company's generation
facilities; expectations regarding TransAlta's continued ownership of Common Shares; expectations regarding the
Transaction, including the satisfaction of conditions and approvals, including receipt of the Shareholder Approvals and
regulatory approvals necessary to complete the Transaction; the effect, results and perceived benefits of the Transaction,
including anticipated increases, and stability with respect to, cash available for distribution; the anticipated financial
performance and profitability of the TEC LP Subsidiaries, on which the value of the Common Shares depends in part;
expectations with respect to costs related to projects under construction, including the costs related to South Hedland;
plans relating to the construction and commissioning of South Hedland; expectations regarding the future benefits of the
Australian Acquisition; expectations regarding the ability of TA Energy to pay dividends on the Tracking Preferred Shares;
the approval from the TSX to list the Common Shares issuable in connection with the Transaction on the TSX; and an
increase in the public float and liquidity of the Common Shares.
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With respect to forward-looking statements contained in this Circular and the documents incorporated by reference herein,
assumptions have been made regarding, among other things: that the production from the Company's operating facilities
will be consistent in all material respects with the Company's expectations; that there will be no changes to existing
legislation, including the regulatory framework governing electricity generation, transmission and distribution, taxation of
gas-generated and renewable power producers, renewable power incentive programs or environmental matters that could
materially adversely impact the Company's gas-generation and renewable power facilities as a whole or the applicable
tariffs and incentives in any of the jurisdictions in which the Company operates; that there will be no material defaults by
the counterparties to agreements with the Company, and that such agreements will not be terminated prior to their
scheduled expiry; that TransAlta will have the ability to obtain qualified personnel and equipment in a timely and costefficient manner in order to provide services to the Company in accordance with the terms of the Management Services
Agreement; that TransAlta will make available to the Company acquisition or growth opportunities from time to time to
facilitate growth of the Company; that the Company will continue to have access to fuel, including natural gas, wind and
water resources, in amounts consistent with the amounts expected by the Company and required to fulfill the obligations
of the Company under its PPAs; that general economic and industry conditions in the jurisdictions in which the Company
conducts and will conduct its business will remain stable in relation to current general and industry conditions; that foreign
exchange rates will remain relatively consistent with expectations; that the operating and maintenance costs of the
Company will be consistent in all material respects with the Company's budgeted amounts; the continued management
and support of the Company by TransAlta; and the receipt of the Shareholder Approvals and regulatory approvals
necessary to complete the Transaction.
Actual results could differ materially from those anticipated in these forward-looking statements. Factors that may
adversely impact the Company's forward-looking statements include risks relating to: fluctuations in demand and market
prices and the availability of fuel supplies required to generate electricity; demand for electricity and the Company’s ability
to contract its generation for prices that will provide expected returns; the regulatory and political environments in the
jurisdictions in which the Company operates; environmental requirements and changes in, or liabilities under, these
requirements; changes in general economic conditions including interest rates and foreign exchange rates; operational
risks involving the Company’s facilities, including unplanned outages at such facilities; disruptions in the transmission and
distribution of electricity; the effects of weather; disruptions in the source of fuels, water or wind required to operate the
Company’s facilities; natural and man-made disasters; the threat of domestic terrorism and cyberattacks; equipment
failure and the Company’s ability to carry out or have completed the repairs in a cost-effective manner or timely manner;
commodity risk management; industry risk and competition; foreign political risks; the need for additional financing;
structural subordination of securities; counterparty credit risk; insurance coverage; the Company’s provision for income
taxes; legal, regulatory, and contractual proceedings involving the Company; outcomes of investigations and disputes;
reliance on key personnel; labour relations matters; and development projects and acquisitions, including delays in the
permitting and construction of the South Hedland Power Station Project. The foregoing risk factors, among others, are
described in further detail under the heading "Risk Factors" in this Circular and on pages 19 to 31 in the AIF, on pages 16
to 21 in the MD&A and on pages M19 to M20 in the Q3 MD&A, which sections of such documents are incorporated by
reference into this Circular.
Readers are urged to consider these factors carefully in evaluating the forward-looking statements and are cautioned not
to place undue reliance on these forward-looking statements. The forward-looking statements included in this Circular are
made only as of the date hereof and the Company does not undertake to publicly update these forward-looking
statements to reflect new information, future events or otherwise, except as required by Applicable Laws. In light of these
risks, uncertainties and assumptions, the forward-looking events might occur to a different extent or at a different time
than herein described or might not occur at all. The Company cannot assure that projected results or events will be
achieved.
NON-IFRS MEASURES
In addition to using financial measures prescribed by IFRS as issued by the Canadian Accounting Standards Board,
references are made in this Circular and the documents incorporated by reference herein to "Adjusted EBITDA" and
"CAFD", which are measures that do not have any standardized meaning as prescribed by IFRS. Accordingly, the
Company's use of such terms may not be comparable to similarly defined measures presented by other entities.
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Comparable CAFD
Comparable CAFD for the year ended December 31, 2014 represents the amount of cash generated from the operations
of the Company, before changes in working capital that is available to invest in growth initiatives, make additional nonscheduled principal repayments of debt, pay additional dividends on Common Shares, or repurchase Common Shares.
Comparable CAFD excludes the effect of changes in non-cash operating working capital from the Company's investment
in the Wyoming Wind Farm, in which it holds an economic interest.
Comparable CAFD per Common Share is calculated as follows using the weighted average number of Common Shares
outstanding during the period.
TransAlta Renewables year ended Dec. 31, 2014

($ thousands)
143,383

Cash flow from operating activities

(2,203)

Change in non-cash operating working capital balances
Changes in non-cash operating working capital of Wyoming Wind Farm

(1)

2,738

Adjusted cash flow from operations before changes in working capital

143,918

Adjustments:
Sustaining capital expenditures

(8,416)

Distributions paid to Subsidiaries' non-controlling interest

(4,798)
(38,232)

Principal repayments of amortizing debt
Comparable CAFD

92,472

Weighted average number of Common Shares outstanding in the period
(millions)

114.7

Comparable CAFD per Common Share

0.81

Pro forma adjustments to Comparable CAFD per Common Share is calculated as follows to give effect to the potential
impact of the Australian Acquisition and the current Transaction and Offering.
Australia Acquisition (2014 Pro forma investment income, Proforma South Hedland and FMG gas pipeline)

127,000

Total pro forma Comparable CAFD including the Australian
Acquisition

219,472

Pro forma Common Shares Outstanding after the Australian
Acquisition (Millions)(2)

216.9

Pro forma Comparable CAFD per Common Share including
Australian Acquisition

1.01

TEC LP Subsidiaries including the acquisition of the Canadian
Assets for the year ended Dec. 31, 2014

($ thousands)

Operating Income (before management cost allocation) (3)

63,766

Add: Depreciation and Amortization

32,760

Deduct: Other Non-Cash Items

(4)

Adjusted EBITDA

(166)
96,360

Management estimates that the following amount will affect Adjusted
EBITDA
Deduct: Energy Marketing Fee(5)
Estimated Adjusted EBITDA

(2,255)
94,105

Management estimates that the following amount will reduce the
amount of CAFD
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Deduct: Deemed Cash Taxes(6)

(13,660)

Deduct: Included Capital (Maintenance Capital Expenditures)

(7)

Deduct: Decommissioning Costs

(1,561)

Deduct: Canadian Asset Management Fee

(5,000)
53,380

Pro forma CAFD Prior to Debt Service
Deduct: Interest Payments

(8)

(9,675)
43,705

Pro forma TEC Subsidiaries CAFD After Debt Service
Common Shares issued in the Transaction (Millions)

(9)

33.3
263,177

Total pro forma Comparable CAFD
Total pro forma Common Shares outstanding (Millions)

(2)

Pro forma Comparable CAFD per Common Share Including TEC LP
Subsidiaries and Australian Acquisition
Notes:
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

(20,504)

250.2
1.05

In the third quarter of 2015, the Company defined Comparable CAFD to exclude the effects of changes in non-cash working capital on
distributions from subsidiaries of TransAlta in which the Company holds an economic interest. This represents the adjustment to align with the
revised methodology.
Assumes the full conversion of the outstanding Class B Shares into Common Shares.
Net earnings before income taxes, foreign exchange gain and net interest expense as included in the Audited Combined Financial Statements
of the Business in Respect of the Potential Investment for the years ended December 31 2014 and 2013 included in this Circular, as adjusted
to remove allocated inter-company charges.
Includes, primarily, unrealized loss from risk management activities and other non-cash items.
Amount to reflect Sarnia Management Agreement ($500,000 per annum plus 1.6% of the Gross Margin of Sarnia LP).
Deemed Cash Taxes, as adjusted for the effects of the removal of allocated costs and the deduction of an energy marketing fee pursuant to
the Sarnia Management Agreement.
2014 Maintenance Capital Expenditures. Please see the Audited Combined Financial Statements of the Business in Respect of the Potential
Investment for the years ended December 31 2014 and 2013 included in this Circular.
Estimated interest payments on the TAC RNW Convertible Debenture.
Based on the Offering Price.

INFORMATION INCORPORATED BY REFERENCE
Information under the heading "Risk Factors" on pages 19 to 31 in the AIF, on pages 16 to 21 in the MD&A and on pages
M19 and M20 in the Q3 MD&A, filed with the securities commission or similar authority in each of the provinces of Canada
and which may be viewed under the profile of the Company on SEDAR, is specifically incorporated by reference in, and
forms an integral part of this Circular, provided that such sections of the AIF, MD&A and Q3 MD&A are not incorporated
by reference to the extent that their contents are modified or superseded by a statement contained in this Circular or in
any other subsequently filed documents that is also incorporated by reference in this Circular.
GENERAL INFORMATION FOR THE MEETING
M AILING OF CIRCULAR
This Circular is being mailed to all Registered Shareholders as at December 7, 2015, the record date ("Record Date") set
for the Meeting. The Company will provide proxy materials to brokers, custodians, nominees and fiduciaries and asks that
the materials be forwarded promptly to all Beneficial Shareholders.
TRANSFER AGENT
CST Trust Company is the Company's transfer agent.
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SOLICITATION OF PROXIES
Solicitation of proxies will be by telephone, facsimile, electronic mail or oral communication by officers of the Company.
This Circular does not constitute the solicitation of a proxy by any person in any jurisdiction in which such a solicitation is
not authorized or in which the person making such solicitation is not qualified to do so or to any person to whom it is
unlawful to make such a solicitation.
VOTING INFORMATION
Registered Shareholder Voting
You are a "Registered Shareholder" if your Shares are held in your name and you have a share certificate. As a
Registered Shareholder, you may vote in person at the Meeting or by proxy. Each Share held represents one vote.
Attending the Meeting
If you attend the Meeting in person, it is not necessary to complete and return the proxy. Please register with our registrar
and transfer agent, CST Trust Company, when you arrive at the Meeting.
By Proxy
Voting by proxy is a very easy way to vote. When you vote by proxy you are giving someone else the authority to attend
the Meeting and vote on your behalf and in accordance with your instructions (called your proxyholder). Shares
represented by a properly executed proxy in favour of the persons designated in the enclosed proxy will be voted or
withheld from voting on any ballot that may be called for in accordance with the instructions made on the proxy, and, if the
Shareholder specifies a choice with respect to any matters to be acted on, such Shareholder's Shares will be voted
accordingly.
Allen R. Hagerman (Chair of the Board) and Brett M. Gellner (President and Designated Chief Executive Officer) have
agreed to act as your proxyholder. If you appoint these proxyholders, but do not indicate how you want to vote on the
enclosed form, they will vote as follows:
x
x

FOR the Transaction Resolution; and
FOR the TSX Resolution

You may appoint someone else to be your proxyholder. This person does not need to be a Shareholder. To
appoint somebody else as your proxyholder, cross out the printed names on the proxy and insert the name of the
person you wish to act as your proxyholder in the blank space provided. Please indicate the way you wish to vote
on each item of business and your vote will be cast accordingly. Your proxyholder will be required to register with our
transfer agent, CST Trust Company, when they arrive at the Meeting.
If you do not plan to attend, or have your proxyholder attend, the Meeting in person, please follow the procedure below to
vote your proxy:
x
x

Step 1: Complete, date and sign the proxy in accordance with the instructions included on the proxy.
Step 2: Return the completed form in the envelope provided to CST Trust Company, Attention:
Proxy Department, P.O. Box 721, Agincourt, Ontario, M1S 0A1.

To be voted at the Meeting, the proxy must be received not less than 48 hours (excluding Saturdays, Sundays and
holidays) prior to the time fixed for holding the Meeting, or any adjournment thereof.
By following the foregoing procedure, you may authorize the management representatives of the Company named in the
proxy to vote your Shares.
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Beneficial Shareholder Voting
You are a "Beneficial Shareholder" if your Shares are registered in the name of an intermediary and your share
certificate was deposited with a bank, trust company, securities broker, trustee or other institution.
Vote through your Nominee
To vote your Shares held through an intermediary, you must follow the instructions on the Request for Voting Instructions
Form provided by your intermediary.
Vote in person at the Meeting
To vote your Shares in person at the Meeting, you must:
x

Appoint yourself as the proxyholder by writing your own name in the space provided on the Request for Voting
Instructions Form. Do not complete the voting section on the Request for Voting Instructions Form as your vote
will be taken at the Meeting; and

x

Return the Request for Voting Instructions Form to your intermediary in the envelope provided or by the facsimile
number provided.

Note: If you are a Beneficial Shareholder residing in the United States and you wish to attend the Meeting and vote your
Shares in person, you must follow the instructions on the back of your voting instruction form to obtain a legal proxy.
Once you have received your legal proxy, you will need to submit and deliver it to the Company or its registrar and
transfer agent, CST Trust Company, prior to the proxy deposit date in order to vote your Shares in person at the Meeting.
Vote by telephone or the Internet
You may vote by telephone or the Internet by following the instructions for telephone and Internet voting on the Request
for Voting Instructions Form.
Changing Your Vote
Registered Shareholders
You may revoke your proxy in writing addressed to TransAlta Renewables Inc., executed by you or by your attorney
authorized in writing or, if the Registered Shareholder is a corporation, under its corporate seal or by an officer or attorney
thereof duly authorized, and deposited at 110 – 12th Avenue S.W., Calgary, Alberta, T2P 2M1, Attention: Corporate
Secretary. You may revoke your proxy not less than 48 hours (excluding Saturdays, Sundays and holidays) prior to the
time fixed for the Meeting, or any adjournment thereof, at which the proxy is to be used, or in person with the chair of the
Meeting prior to the start of the Meeting, or any adjournment thereof.
You may also revoke your proxy by submitting new voting instructions, which will revoke any prior instructions.
Beneficial Shareholders
If you are a Beneficial Shareholder and have voted through your intermediary and would like to change your mind and
vote in person at the Meeting, contact your intermediary to discuss whether this is possible and what procedures you
need to follow.
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VOTING RESULTS
CST Trust Company, the registrar and transfer agent of the Company, counts the votes for the Meeting and will only show
the Company a completed proxy if:
x
x
x

it is required by law;
there is a proxy contest; or
a Shareholder has written comments on the proxy that are clearly intended for management of the Company.
VOTING SECURITIES AND PRINCIPAL OWNERS THEREOF

Shareholders of record on December 7, 2015 are entitled to receive notice of and vote at the Meeting on the basis of one
vote for each Share held.
As of the date of this Circular, the authorized share capital of the Company consists of an unlimited number of Common
Shares, an unlimited number of Class B Shares and an unlimited number of preferred shares, issuable in series
("Preferred Shares"). As at the close of business on December 3, 2015, there were 190,796,024 Common Shares,
26,086,956 Class B Shares and nil Preferred Shares issued and outstanding. The Common Shares trade under the
symbol "RNW" on the TSX.
On December 2, 2015, the Company issued a total of 17,692,750 Subscription Receipts for aggregate gross proceeds of
approximately $172.5 million, which amount (less the initial underwriters’ commission) is being held in escrow by the
Subscription Receipt Agent, pending the Closing. Holders of Subscription Receipts are not entitled to vote at the Meeting.
To the knowledge of the directors and officers of the Company, the following sets out the only persons, firms or
corporations, owning of record or beneficially, controlling or directing, directly or indirectly, 10% or more of the issued and
outstanding Shares:
Name of Holder
TransAlta Corporation
Calgary, Alberta

Type of Ownership
Direct/Indirect

Number of Voting Securities
Owned
118,374,781 Common
(1)(2)(3)(4)(5)
Shares
(6)(7)
26,086,956 Class B Shares

Percentage of Outstanding
Voting Securities Owned
66.61%

Notes:
(1)
(2)
(3)

(4)

(5)

(6)
(7)

Includes 50,808,113 Common Shares held by TAGP of which TransAlta is the managing partner.
TransAlta holds approximately 62.04% of the issued and outstanding Common Shares.
Upon completion of the Transaction, but prior to the conversion of the Class B Shares and the TAC RNW Convertible
Debenture, TransAlta will hold directly and indirectly 134,015,364 Common Shares representing an aggregate of 59.79% of
the issued and outstanding Common Shares on a fully diluted basis.
Upon completion of the Transaction and the conversion of the Class B Shares into Common Shares, but prior to the
conversion of the TAC RNW Convertible Debenture, TransAlta will hold directly and indirectly up to 160,102,320 Common
Shares representing an aggregate of 63.99% of the issued and outstanding Common Shares on a fully diluted basis,
assuming the Class B Shares are converted into Common Shares on a 1:1 basis.
Upon completion of the Transaction and upon the conversion of the Class B Shares into Common Shares and the conversion
of the TAC RNW Convertible Debenture into Common Shares, TransAlta will hold directly and indirectly an aggregate of up to
183,314,196 Common Shares representing an aggregate of 67.04% of the issued and outstanding Common Shares on a fully
diluted basis, assuming the Class B Shares are converted into Common Shares on a 1:1 basis.
Includes 9,727,921 Class B Shares held by TAGP of which TransAlta is the managing partner.
TransAlta holds 100% of the issued and outstanding Class B Shares.

Her Majesty the Queen in Right of Alberta, by its authorized agent, Alberta Investment Management Corporation directly
owns approximately 20.5 million Common Shares representing an aggregate of approximately 10.75% of the total issued
and outstanding Common Shares and approximately 9.46% of the total number of issued and outstanding Shares and
upon conversion of the Subscription Receipts issued in connection with the Offering, approximately 9.15% of the total
issued and outstanding Common Shares and approximately 8.20% of the total number of issued and outstanding Shares.
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The Class B Shares are convertible into Common Shares at the option of the holder of Class B Shares at any time after
the Conversion Right Triggering Event and at a specified conversion ratio that is determined by the actual costs incurred
by TransAlta Renewables in completing the construction of South Hedland.
Pursuant to MI 61-101, as certain steps in the Transaction constitute "related party transactions" for which there is no
exemption from the voting requirements, the Transaction Resolution must be approved by a majority of the votes held by
Disinterested Shareholders, which excludes those votes attached to the Shares beneficially owned, or over which control
or direction is exercised by TransAlta, a Related Party of TransAlta or any Joint Actor of TransAlta. In addition, as required
pursuant to the policies of the TSX, the TSX Resolution must be approved by a majority of the Disinterested
Shareholders. To the knowledge of the Company, after reasonable inquiry, an aggregate of 118,476,801 Common Shares
and 26,086,956 Class B Shares, or 66.7% of the issued and outstanding Shares as of the Record Date shall be excluded
in determining Disinterested Shareholder approval of the Transaction. See "Quorum and Voting Requirements".
QUORUM AND VOTING REQUIREMENTS
QUORUM
To transact business at the Meeting, there must be at least two persons present in person, each being a Shareholder
entitled to vote thereat or a duly appointed proxy, representing not less than 25% of the outstanding shares entitled to be
voted at the Meeting.
APPROVAL OF THE TRANSACTION RESOLUTION
Pursuant to MI 61-101, certain of the transactional steps contemplated in the Transaction constitute "related party
transactions". A "related party transaction", for an issuer, includes: (a) the purchase of an asset from the Related Party for
valuable consideration; (b) the issuance of a security to the Related Party or a subscription for a security of the Related
Party; and (c) the borrowing of money from a Related Party. Pursuant to the foregoing, certain of the transactional steps
within the Transaction constitute a related party transaction involving TransAlta and the Company and, accordingly, will
require, among other things, a formal valuation in respect of the Transaction and approval by the Disinterested
Shareholders, subject to an exemption being available.
With respect to transactional steps involving TransAlta and its wholly-owned subsidiaries, such transactional steps are
exempt from the formal valuation and minority approval requirements under Part 5 of MI 61-101 as: (a) in the case of the
subsidiaries, none of the subsidiaries involved in such Transactions is a reporting issuer and is, therefore, exempt
pursuant to section 5.1(a) of MI 61-101; and (b) in the case of TransAlta, the transactions are "downstream transactions"
(as such term is defined in MI 61-101) and, therefore, exempt pursuant to section 5.1(g) of MI 61-101.
With respect to certain transactional steps involving the Company, such steps are not entitled to rely on the above
mentioned exemptions from the formal valuation and minority approval requirements under Part 5 of MI 61-101 as the
Common Shares are listed on the TSX. Specifically, the following transactional steps constitute a "related party
transaction" for which, in the aggregate, there is no exemption available:
(a)

the entering into by the Company of the Investment Agreement;

(b)

the assignment of the Capital Note 1 and the TAGP RNW Debt from TransAlta to the Company in exchange
for the TAC RNW Convertible Debenture and the TAC RNW Note;

(c)

the entering into of the TAC RNW Convertible Debenture;

(d)

the assignment of the Capital Note 1 from the Company to TA Energy in exchange for the Sub Note;

(e)

the subscription by the Company for Tracking Preferred Shares, which the Company will receive through the
settlement of the TAGP RNW Debt and the Sub Note; and

(f)

the entering into by the Company of the Second Management Services Amending Agreement.

22
TransAlta Renewables Inc. Management Proxy Circular

Given the absence of any available exemption from the requirements of Part 5 of MI 61-101, the Transaction will be
subject to the formal valuation requirements and the approval of the Transaction pursuant to the Transaction Resolution
will be subject to the minority approval requirements, which requires the Transaction Resolution to be approved by a
majority of the Disinterested Shareholders.
To the knowledge of the Company, after reasonable inquiry, the only Persons whose votes should be excluded in
determining Shareholder approval of the Transaction as at the Record Date, are as follows:
Name
TransAlta Corporation

Number of Shares
(3)
83,925,703

Percentage of Shares (%)

(4)

TransAlta Generation Partnership
David Drinkwater
Dawn L. Farrell
Brett M. Gellner
Amb. Gordon D. Giffin
Allen Hagerman
Cynthia Johnston
John H. Kousinioris
Mark Mackay
Kathryn McQuade
Ben Park
Carolyn Dahl Rees
Todd J. Stack
Paul Taylor
Donald Tremblay

60,536,034
2,000
15,000
26,000
7,500
25,000
5,000
1,540
700
2,000
1,000
4,280
4,000
5,000
3,000

Total

144,563,757

(1)(2)

38.70%
27.91%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
<0.01%
66.67%

Notes:
(1)
(2)
(3)
(4)

Based on an aggregate of 190,796,024 Common Shares and 26,086,956 Class B Shares issued and outstanding on the
Record Date.
Does not add due to rounding.
Includes 67,566,668 Common Shares and 16,359,035 Class B Shares.
Includes 50,808,113 Common Shares and 9,727,921 Class B Shares.

APPROVAL OF THE TSX RESOLUTION
In accordance with the policies of the TSX, the Transaction and certain aspects of the Transaction as set forth below must
be approved as an ordinary resolution of the Disinterested Shareholders separate from the other business to be
considered at the Meeting. See "TSX Resolution" in Appendix "A" to this Circular for the full text of the TSX Resolution.
The Transaction
The consideration payable by TransAlta Renewables to TransAlta pursuant to the terms of the Investment Agreement will
be $540 million consisting of: (i) an aggregate of approximately $172.5 million in cash (being an amount equal to the gross
proceeds of the Offering (which includes the full exercise of the Over-Allotment Option)); (ii) approximately $152.5 million
in Common Shares; and (iii) $215 million satisfied by the issuance of the TAC RNW Convertible Debenture from
TransAlta Renewables to TransAlta. The market capitalization of TransAlta Renewables as at the close of business on
December 3, 2015 was approximately $1.93 billion. Given that the total consideration payable to TransAlta is equal to
approximately 28% of the market capitalization of TransAlta Renewables, section 604(a)(ii) of the TSX Company Manual
requires that the Transaction be approved by a majority of the Disinterested Shareholders as the Transaction provides
consideration to an insider of the Company in aggregate of 10% or greater of the market capitalization of the Company
and the Transaction was not negotiated at arm's length.
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The Settlement of the TAC RNW Convertible Debenture and the TAC RNW Note
Section 611(b) of the TSX Company Manual requires that the issuance of the TAC RNW Convertible Debenture and the
TAC RNW Note be approved by the Disinterested Shareholders. TransAlta, an insider of the Company, will receive
Common Shares upon the settlement of the TAC RNW Note and the conversion of the TAC RNW Convertible Debenture,
which in the aggregate, will be greater than 10% of the number of securities issued and outstanding on a non-diluted
basis prior to Closing. In total, TransAlta will receive up to 38,852,459 Common Shares being comprised of up to
15,640,583 Common Shares upon the settlement of the TAC RNW Note and up to 23,211,876 Common Shares upon the
conversion of the TAC RNW Convertible Debenture, which is equal to approximately 20% of the number of TransAlta
Renewables securities issued and outstanding prior to Closing.
The Conversion Price of the TAC RNW Note and the TAC RNW Convertible Debenture
Following the repayment, in part, of the TAC RNW Note in an amount equal to the actual gross proceeds of the Offering,
the remaining principal amount of the TAC RNW Note, an estimated $152.5 million, will be exchanged for Common
Shares at a conversion price equal to the Offering Price. Section 610(a) of the TSX Company Manual requires the
settlement of the TAC RNW Note to be approved by the Disinterested Shareholders as the Offering Price may be less
than the market price of the Common Shares on the settlement date.
Pursuant to section 610(a), the Conversion Price of the TAC RNW Convertible Debenture must also be approved by the
Disinterested Shareholders as the Conversion Price may be less than the market price of the Common Shares on the
Maturity Date. The Conversion Price, exercisable at the election of TransAlta is equal to $13.16.
In order for the Transaction to proceed, all resolutions put before the Meeting must be successfully passed.
MATTERS TO BE ACTED UPON AT THE MEETING
THE TRANSACTION OVERVIEW
On November 23, 2015, TransAlta Renewables entered into the Investment Agreement pursuant to which it agreed to
invest in the Canadian Assets at an aggregate transaction cost of $540 million. The Canadian Assets presently consist of
approximately 611 MW of power generation from three operating facilities. TransAlta Renewables' investment will consist
of the acquisition of Tracking Preferred Shares which will provide TransAlta Renewables with an economic interest in and
based on the cash flows from the Canadian Assets broadly equal to the underlying net distributable profits of the TEC LP
Subsidiaries. Completion of the Transaction is subject to the satisfaction of a number of conditions, including the receipt
of regulatory approvals and Shareholder Approvals. See "Matters to be Acted Upon at the Meeting - The Transaction
Resolution and TSX Resolution - Agreements and Share Terms - Investment Agreement", "Matters to be Acted Upon at
the Meeting - The Transaction Resolution and TSX Resolution - Agreements and Share Terms -Tracking Preferred
Shares" and "The Canadian Assets".
The consideration payable by TransAlta Renewables to TransAlta pursuant to the terms of the Investment Agreement will
be $540 million consisting of: (i) an aggregate of approximately $172.5 million in cash (being an amount equal to the gross
proceeds of the Offering (which includes the full exercise of the Over-Allotment Option)); (ii) approximately $152.5 million
in Common Shares; and (iii) $215 million satisfied by the issuance of the TAC RNW Convertible Debenture from
TransAlta Renewables to TransAlta. It is anticipated that TransAlta and TAGP will, collectively, own approximately 64%
of the issued and outstanding shares of TransAlta Renewables (including the Class B Shares) upon closing of the
Transaction. See "Matters to be Acted Upon at the Meeting - The Transaction Resolution and TSX Resolution Agreements and Share Terms - Investment Agreement ".
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THE TRANSACTION RESOLUTION AND TSX RESOLUTION
Overview
Assuming the Shareholder Approvals are received at the Meeting, the Investment Agreement provides for the following
transactions to be completed as part of the Transaction:
1. TransAlta Renewables will complete the Offering;
2. Following receipt of the Shareholder Approvals, the Subscription Receipts will convert into Common Shares on a
one-for-one basis; and
3. On the Closing Date:
(a) TransAlta will assign the Capital Note 1 and the TAGP RNW Debt to TransAlta Renewables in exchange
for the TAC RNW Convertible Debenture and the TAC RNW Note pursuant to the Debt Assignment
Agreement;
(b) TransAlta Renewables will repay, in part, the TAC RNW Note, in an amount equal to the actual gross
proceeds of the Offering;
(c) TransAlta Renewables will assign the Capital Note 1 to TA Energy in exchange for the Sub Note;
(d) TA Energy will satisfy in full the amount outstanding under the TAGP RNW Debt and the Sub Note by
issuing to TransAlta Renewables such number of Tracking Preferred Shares having a fair market value
equal to the aggregate principal amount of the TAGP RNW Debt and the Sub Note as at the Closing
Date; and
(e) following the repayment, in part, of the TAC RNW Note contemplated in step 3(b) above, the remaining
principal amount of the TAC RNW Note will be exchanged for Common Shares at a conversion price
equal to the Offering Price.
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The following diagram illustrates the simplified corporate structure after completion of the Transaction.

Notes:
(1)

(2)
(3)

TransAlta's and TAGP's equity interest in TA Energy is in the form of common shares. TransAlta's and TA Energy's equity
interest in TEC LP is in the form of limited partnership units. The general partner of TEC LP is a wholly-owned subsidiary of
TransAlta.
Together, the MRPS and the Class A Preferred Shares provide the Company with an economic interest in and based on the
cash flows of the Australian Assets, broadly equal to the underlying net distributable profits of TEA.
The Company also holds 1,111 MW of net generating capacity through direct and indirect Subsidiaries, as well as a 144 MW
economic interest in the Wyoming Wind Farm.

Benefits of the Transaction
The Transaction is anticipated to deliver the following benefits for TransAlta Renewables:
x

the Canadian Assets are long-term, contracted assets and underpin a significant increase in cash flow and
enhance customer diversification;

x

an approximate 3% expected increase in CAFD per Common Share over near term and longer term periods;
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x

a price to CAFD multiple of approximately 10x;

x

an immediate dividend increase of approximately 5% ($0.04 per Common Share on an annualized basis) upon
closing of the Transaction;

x

a significant increase in the size of the public float;

x

TransAlta Renewables receives a ROFO to invest in growth projects related to the Canadian Assets;

x

potential for future growth from behind-the-fence customers at Sarnia for both power and steam; and

x

TransAlta, as majority sponsor, maintains significant ownership of approximately 64% of TransAlta Renewables.

Expenses of the Transaction
The expenses of the Transaction are estimated to be approximately $2.5 million, plus an underwriting fee of
$6,900,172.50 payable to the Underwriters. The expenses of the Transaction, including the full amount of the
underwriting fee, will be borne by the Company.
Description of the Canadian Assets
The Canadian Assets currently include approximately 611 MW of electrical generating capacity. In connection with the
Transaction, and assuming the Shareholder Approvals are received at the Meeting, TransAlta Renewables will acquire
the Tracking Preferred Shares providing TransAlta Renewables with an economic interest in and based on the cash flows
from the Canadian Assets broadly equal to the underlying net distributable profits of the TEC LP Subsidiaries. The
Canadian Assets are summarized below.

Facility

TransAlta
Corporation
Ownership
(%)

Net Capacity
Ownership
Interest (MW) (1)

Revenue
Source

Fuel

Contract Expiry
Date

Sarnia

506

100

506

Natural gas

Long-term
contract

2022-2025(2)

Le Nordais(3)

98

100

98

Wind

Long-term
contract

2033

Ragged Chute

7

100

7

Hydro

Long-term
contract

2029

Total
Notes:
(1)
(2)
(3)

Gross
Capacity
(MW) (1)

611

611

MW are rounded to the nearest whole number.
The PPA with the OPA expires in 2025.
Consists of two sites; Cap-Chat with 55 MW of installed capacity and Matane with 43 MW of installed capacity.

Sarnia
Sarnia is a 506 MW combined-cycle cogeneration facility that provides electricity to the IESO under a long-term contract
extending through 2025 and provides steam and electricity to nearby industrial facilities owned by LANXESS Inc.
(formerly Bayer Inc.) under contract extending through December 2022, Nova Chemicals (Canada) Ltd. (which in turn
supplies Styrolution, a Styrene production facility formerly owned by NOVA Chemicals (Canada) Ltd.) under contract
extending through December 2022 and Suncor Energy Products Partnership under contract extending through December
2022. TransAlta, through Sarnia LP, owns 100% of this facility.
On February 15, 2006, TransAlta signed a five-year agreement with the OPA for generation from the Sarnia facility.
Subsequently, the Ontario Minister of Energy and Infrastructure directed the OPA to seek contracts with TransAlta and
certain other "Early Movers" to obtain terms and conditions which were more in keeping with the contracts it was offering
new facilities. In September 2009, TransAlta signed a new contract with the OPA, effective as of July 1, 2009 and
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terminating on December 31, 2025, which provides more favourable terms than those previously held by the facility. In
addition, the new agreement extended the contract term with the OPA to 20 years and includes provisions for the parties
to share in the impact and benefit of changes in customer steam load and loss of steam customers.
Le Nordais
Le Nordais is a 98 MW wind project located at two sites on the Gaspé Peninsula in Québec. The Cap-Chat site has 55
MW installed capacity, and the Matane site has 43 MW of installed capacity. It commenced commercial operations in
1999. Generation from this facility is sold to Hydro-Québec under a long-term contract expiring in 2033. TransAlta,
through Le Nordais LP, owns 100% of this facility.
Ragged Chute
Ragged Chute is a run-of-river hydroelectric facility with installed capacity of 7 MW located on the Montréal River, south of
New Liskeard, in northern Ontario. TransAlta, through Ragged Chute LP, leases this facility from the OPA. It has been
operating since 1991. Generation from this facility is sold to the OPA under a contract that terminates on
June 30, 2029. TransAlta, through Ragged Chute LP owns a 100% leasehold interest in this facility.
Summary Combined Financial Information for the TEC LP Subsidiaries
The following summary relating to the operations and results of the Canadian Assets should be read in conjunction with
the Audited Combined Financial Statements of the Business in Respect of the Potential Investment for the years ended
December 31, 2014 and 2013, included as Appendix "C" to this Circular. The financial statements have been prepared in
accordance with IFRS.
2014

2013

292,020
42,914

218,886
40,841

(thousands of CAD)
Combined Statements of Earnings Data
Revenue
Earnings
Combined Statements of Financial Position Data

32,654

23,022

Non-current assets

368,853

379,809

Current liabilities

119,750

124,054

54,096

50,792

Current assets

Non-current liabilities
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Summary Pro Forma Consolidated Financial Information
The following table sets out selected unaudited pro forma financial information for the Company for the year ended
December 31, 2014 after giving effect to the Transaction and the Australian Acquisition. The summary pro forma financial
information below has been derived from the Unaudited Pro Forma Consolidated Financial Information of TransAlta
Renewables Inc. as at and for the year ended December 31, 2014, included in Appendix "C" to this Circular and should be
read in conjunction with such statements and notes thereto. The pro forma consolidated financial statements have been
prepared in accordance with the measurement and recognition principles of IFRS.
2014
(thousands of CAD)
Pro Forma Consolidated Statement of Earnings Data
Revenue

186,865

Finance income

154,320

Earnings
Pro Forma Consolidated Statement of Financial Position Data

179,737

Current assets
Non-current assets
Current liabilities
Non-current liabilities

48,968
3,663,635
245,334
1,183,259

Agreements and Share Terms
The following is a summary only of certain provisions of the Investment Agreement, the Funding Support Agreement and
the terms of the Tracking Preferred Shares and the TAC RNW Convertible Debenture, relating to and for use in
connection with and for giving effect to the Transaction. The following summary is not intended to be a comprehensive
summary of the Investment Agreement, the Funding Support Agreement and the terms of the Tracking Preferred Shares
and the TAC RNW Convertible Debenture. The summary is qualified in its entirety by reference to the full text of the
Investment Agreement, which is filed on SEDAR under the profile of the Company.
Investment Agreement
The Investment Agreement is the overarching agreement pursuant to which, among other things, TransAlta Renewables
will acquire Tracking Preferred Shares providing TransAlta Renewables with an economic interest in and based on the
cash flows from the Canadian Assets broadly equal to the underlying net distributable profits of the TEC LP Subsidiaries.
The Transaction
The Investment Agreement outlines the various terms of the Transaction which involves a series of transactions pursuant
to which, provided the Shareholder Approvals are obtained at the Meeting, TransAlta Renewables will, for aggregate
consideration of $540 million (comprised of cash, Common Shares and the TAC RNW Convertible Debenture), acquire
Tracking Preferred Shares, which will provide TransAlta Renewables with an economic interest in and based on the cash
flows from the Canadian Assets broadly equal to the underlying net distributable profits of the TEC LP Subsidiaries.
Canadian ROFO Assets
The Investment Agreement provides that for so long as TransAlta Renewables shall hold Tracking Preferred Shares and
TransAlta or any of its Subsidiaries, as manager of the Canadian Assets, determine to pursue: (a) any investment that
materially improves the productivity, reliability or efficiency of the Canadian Assets (a "Productivity Investment"); or (b)
any expansion of the existing Canadian Assets that materially expands the cash flows from such Canadian Assets and/or
the production potential of such Canadian Assets (an "Expansion Investment"), TransAlta shall, for and on behalf of
TEC LP and/or the applicable TEC LP Subsidiary, provide TransAlta Renewables with notice in writing (a "ROFO Notice")
setting forth (i) a description of, and the material terms associated with, the proposed Productivity Investment or
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Expansion Investment, as the case may be; and (ii) in the case of a proposed Productivity Investment, the anticipated cost
and anticipated benefits of the Productivity Investment.
TransAlta Renewables shall have the option, but not the obligation, for a period of 60 days following receipt of any ROFO
Notice relating to a proposed Canadian ROFO Asset, or such shorter period of time as TEC LP and TransAlta
Renewables shall agree to in writing, to enter into negotiations with TransAlta, for and on behalf of TEC LP and/or the
applicable TEC LP Subsidiary, to establish the terms, including price, pursuant to which TransAlta Renewables would
fund such Canadian ROFO Asset and be entitled to the benefit of an economic interest based on the cash flows to be
generated therefrom. Any such negotiations would be conducted in good faith by TransAlta Renewables and TransAlta,
acting reasonably, having regard to, in the case of Expansion Investments, the fair market value ascribed to investments
similar to the proposed Canadian ROFO Asset and be evidenced by the entering into by the parties of a separate written
agreement with respect thereto and setting out the price and terms, including funding requirements, pursuant to which
TransAlta Renewables would acquire an economic interest based on the cash flow to be generated by the proposed
Canadian ROFO Asset (a "ROFO Agreement"). The Parties agree that no agreement providing for participation in any
proposed Canadian ROFO Asset shall be deemed to exist unless and until a ROFO Agreement is executed and delivered
by TransAlta Renewables and the applicable TAC Parties and that unless and until such an agreement has been so
executed and delivered, neither TransAlta Renewables nor the TAC Parties shall have any legal obligation of any kind
whatsoever with respect to the proposed Canadian ROFO Asset except for the matters specifically agreed to in the
Investment Agreement.
Upon the closing of the acquisition by TransAlta Renewables of an economic interest based on the cash flows to be
generated by a Canadian ROFO Asset in accordance with the terms of any ROFO Agreement, TransAlta Renewables
shall fund and reimburse the development costs associated with the Canadian ROFO Asset as set forth in the
corresponding ROFO Notice and such Canadian ROFO Assets shall thereafter be deemed to be a Canadian ROFO
Asset.
In the event TransAlta Renewables fails to respond to any ROFO Notice relating to a proposed Canadian ROFO Asset or
TransAlta Renewables and TransAlta fail to agree and enter into a ROFO Agreement relating to the proposed Canadian
ROFO Asset within 60 days of the receipt by TransAlta Renewables of such ROFO Notice, TransAlta Renewables shall
be deemed to have rejected such ROFO Notice and (i) in the case of an Expansion Investment, the Canadian ROFO
Asset shall thereafter be deemed to be an Excluded Growth Project for all purposes under the Investment Agreement;
and (ii) in the case of a Productivity Investment, such Productivity Investment shall not be pursued.
No Adverse Effect
The TAC Parties: (a) will take all reasonable commercial steps necessary to ensure that the Adjusted SLR Amounts
payable pursuant to the terms of the Tracking Preferred Shares, at any time and from time to time, are not adversely
affected, directly or indirectly, by any actions taken, or agreements entered into, by a TAC Party in relation to any
Excluded Growth Projects; and (b) agree to indemnify and save harmless TransAlta Renewables in respect of any
adverse effects to the Adjusted SLR Amounts payable by any actions taken, or agreements entered into, by a TAC Party
in relation to any Excluded Growth Projects.
Representations and Warranties
The Investment Agreement contains representations and warranties of TransAlta, on its own behalf and on behalf of each
TAC Group Entity, as applicable, with respect to standing; requisite authority; ownership of TA Energy and the TEC LP
Subsidiaries; no encumbrances; no conflict; execution and enforceability; no impediments; compliance with Applicable
Laws; lawsuits and Claims; title to and condition of assets; material agreements; pre-emptive rights; no insolvency; books
and records; no guarantees; tax matters; environmental matters; the TEC LP financial statements; operations; and
projections.
In addition, the Investment Agreement contains representations and warranties of TransAlta Renewables regarding
standing; requisite authority; shares of TransAlta Renewables; no conflict; execution and enforceability; no impediments;
compliance with Applicable Laws; and residency.
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Covenants
The Investment Agreement also contains customary interim covenants on the part of the TAC Parties relating to: (a) the
conduct of business for each of TEC LP, the TEC LP Subsidiaries and TA Energy being in the usual and ordinary course,
consistent with past practice; (b) certain restrictions on each of TEC LP, the TEC LP Subsidiaries and TA Energy relating
to amending its constating documents; issuing, granting, selling or pledging any of its shares; redeeming, purchasing or
acquiring any of its shares; splitting, combining or reclassifying any of its shares; liquidating; pursuing or announcing any
acquisition of all or substantially all of the assets of another person; reducing its stated capital; conducting any activities
that would be detrimental to completing the Transaction; taking, refraining or permitting any action to be taken or not taken
inconsistent with the Investment Agreement; or entering into or modifying any agreement with respect to any of the
foregoing; (c) the TAC Parties taking any action that would render, or may reasonably be expected to render, any
representation or warranty made in the Investment Agreement untrue in any material respect; (d) notifying TransAlta
Renewables of any Material Adverse Change in respect of the TEC LP Subsidiaries or any change in any representation
or warranty provided by TransAlta; (e) third party consents required in connection with the Transaction; (f) the satisfaction
of conditions; (g) the cooperation and assistance of the TAC Parties with the preparation of the Prospectus Supplement;
(h) assisting with obtaining consents, if any, to the extent such consents are required; (i) the filing of all necessary
applications required on the part of the TAC Parties to be made in connection with the Transaction; (j) assistance, to the
extent reasonably required, with making application to the TSX to list on the TSX the Subscription Receipts issuable in
connection with the Offering, the Common Shares to be issued upon conversion of the Subscription Receipts and the
Common Shares issuable upon partial conversion of the TAC RNW Note and the conversion of the TAC RNW Convertible
Debenture; (k) the taking of all reasonable commercial efforts to give effect to the Transaction; and (l) TA Energy
amending, before the Closing Date, its articles of incorporation to create an unlimited number of Tracking Preferred
Shares.
The Investment Agreement also contains customary interim covenants on the part of TransAlta Renewables relating to:
(a) the conduct of business of TransAlta Renewables and each of its Subsidiaries being in the usual and ordinary course,
consistent with past practices; (b) certain restrictions on TransAlta Renewables amending its constating documents;
declaring or paying dividends other than the regular monthly dividend payable by TransAlta Renewables; issuing,
granting, selling or pledging any of its shares; redeeming, purchasing or acquiring any of its shares; splitting, combining or
reclassifying any of its shares; liquidating; pursuing or announcing any acquisition of all or substantially all of the assets of
another person; reducing its stated capital; conducting any activities that would be detrimental to completing the
Transaction; settling material Claims other than in the ordinary course; taking, refraining or permitting any action to be
taken or not taken inconsistent with the Investment Agreement; or entering into or modifying any agreement with respect
to any of the foregoing; (c) taking any action that would render, or may reasonably be expected to render, any
representation or warranty made in the Investment Agreement untrue in any material respect; (d) notifying the TAC
Parties of any Material Adverse Change in respect of, or any change in any representation or warranty provided by
TransAlta Renewables; (e) third party consents required in connection with the Transaction; (f) the satisfaction of
conditions; (g) the sharing, with the TAC Parties, of certain information received by TransAlta Renewables from
Shareholders or other regulatory agencies; (h) the filing of all necessary applications required on the part of TransAlta
Renewables to be made in connection with the Transaction; (i) the listing on the TSX of the Subscription Receipts
issuable in connection with the Offering, the Common Shares to be issued upon conversion of the Subscription Receipts
and the Common Shares issuable upon partial conversion of the TAC RNW Note and the conversion of the TAC RNW
Convertible Debenture; and (j) the taking of all reasonable commercial efforts to give effect to the Transaction.
Post-closing Covenants of TAC Parties
The Investment Agreement provides that, for so long as TransAlta Renewables owns Tracking Preferred Shares, except
with the prior written consent of TransAlta Renewables (such consent not to be unreasonably withheld or delayed): (a)
none of TEC LP, any TEC LP Subsidiary or TA Energy shall (i) amend its constating documents in a manner materially
adverse to the consideration to be received by TransAlta Renewables, (ii) split, combine or reclassify any of its shares or
partnership units, (iii) liquidate, dissolve or wind-up or distribute its assets among its shareholders for the purpose of
winding-up its affairs; or (iv) enter into or modify any contract, agreement, commitment or arrangement with respect to any
of the foregoing; (b) TEC LP shall provide, within 60 days of the end of each quarter, a quarterly and year-to-date
unaudited income statement and balance sheet of the TEC LP Subsidiaries along with a calculation of the Adjusted SLR
Amount, and, within 90 days of the end of each fiscal year, annual audited consolidated financial statements for the TEC
LP Subsidiaries (including their income statement, cash flow statement and balance sheet); (c) TEC LP and the TEC LP
Subsidiaries shall operate, maintain and preserve the Canadian Assets and conduct its business in the ordinary and usual
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course; (d) TEC LP and the TEC LP Subsidiaries shall not enter into, cancel or amend any agreement or commitment that
is material to the Canadian Assets; (e) TEC LP and the TEC LP Subsidiaries shall not, directly or indirectly (including
through any transaction involving the disposition of shares or other equity interests in any TAC Party), sell, encumber,
dispose, surrender or abandon any of the Canadian Assets, other than as permitted; (f) TA Energy shall not carry on any
business other than to hold interests in the Permitted Subsidiaries; and (g) none of TransAlta, TEC LP, TA Energy or any
TEC LP Subsidiary shall terminate the Funding Support Agreement, the Lease, the Licence Option (and the licence
agreement, if any, to be entered into upon the exercise of the Licence Option) or the Sarnia Management Agreement, or
waive or amend any provision of those agreements in any material respect without the prior written consent of TransAlta
Renewables, such consent not to be unreasonably withheld or delayed.
Conditions Precedent
The Investment Agreement contains certain conditions precedent customary in transactions of this nature including
conditions precedent in favour of the TAC Parties and TransAlta Renewables. Specifically, the conditions precedent in
favour of the TAC Parties include: (a) the TSX having conditionally approved the issuance of the Subscription Receipts
issuable in connection with the Offering, the Common Shares issuable upon conversion of the Subscription Receipts, the
Common Shares issuable upon partial conversion of the TAC RNW Note and the Common Shares issuable upon
conversion of the TAC RNW Convertible Debenture; (b) receipt of all governmental or regulatory approvals; (c) delivery of
all closing deliveries required under the Investment Agreement; (d) compliance by TransAlta Renewables with all material
obligations, covenants and agreements under the Investment Agreement; (e) no Order having been issued between the
date of the Investment Agreement and the Closing Date; (f) no Material Adverse Change having occurred in respect of
TransAlta Renewables; (g) the representations and warranties of TransAlta Renewables being true and correct when
made and as of the Closing Date in all material respects, provided that if any such representation and warranty is already
subject to a materiality qualification then it shall be true and correct when made and as of the Closing Date in all respects;
and (h) all required consents and approvals, if any, having been obtained and not revoked, including the passing of the
Shareholder Approval at the Meeting.
The conditions precedent in favour of TransAlta Renewables include: (a) the TSX having conditionally approved the
issuance and the listing and posting for trading of the Subscription Receipts issuable in connection with the Offering, the
Common Shares issuable upon conversion of the Subscription Receipts, the Common Shares issuable upon partial
conversion of the TAC RNW Note and the Common Shares issuable upon conversion of the TAC RNW Convertible
Debenture; (b) receipt of all governmental or regulatory approvals; (c) delivery of all required closing deliveries required
under the Investment Agreement; (d) compliance by the TAC Parties with all material obligations, covenants and
agreements under the Investment Agreement; (e) no Order having been issued between the date of the Investment
Agreement and the Closing Date; (f) no Material Adverse Change having occurred in respect of TEC LP, the TEC LP
Subsidiaries and the Canadian Assets (taken as a whole); (g) the representations and warranties of TransAlta being true
and correct when made and as of the Closing Date in all material respects, provided that if any such representation and
warranty is already subject to a materiality qualification then it being true and correct when made and as of the Closing
Date in all respects; and (h) all required consents and approvals, if any, having been obtained and not revoked, including
the passing of the Shareholder Approval at the Meeting.
Deliverables at Closing
In connection with the closing of the transactions under the Investment Agreement, each of TransAlta Renewables and
the TAC Parties will deliver or cause to be delivered, against delivery from the other Party or Parties, as applicable,
various closing documents. Specifically, TransAlta Renewables shall deliver or cause to be delivered, in addition to
customary closing deliveries associated with transactions of this nature: (a) the TAC RNW Convertible Debenture issued
by TransAlta Renewables to TransAlta; (b) the certificate for the Common Shares issuable upon satisfaction of the TAC
RNW Note; (c) the gross proceeds received by TransAlta Renewables in connection with the Offering; (d) a receipt for the
Tracking Preferred Shares that are issued by TA Energy to TransAlta Renewables; (e) certificates of status from the
appropriate authorities as to the legal existence of TransAlta Renewables; (f) a certified copy of the resolutions of the
board of directors of TransAlta Renewables authorizing the transactions contemplated in the Investment Agreement; (g)
evidence of receipt of the Shareholder Approvals; and (h) any and all other documents that are required to be delivered by
TransAlta Renewables to the TAC Parties including, but not limited to a duly executed subscription agreement in respect
of the Tracking Preferred Shares, Debt Assignment Agreement, Capital Note 1 and the Second Management Services
Amending Agreement.
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The applicable TAC Party shall deliver or cause to be delivered, in addition to customary closing deliveries associated
with transactions of this nature: (a) a certificate representing the Tracking Preferred Shares, such certificate registered in
the name of TransAlta Renewables; (b) a receipt for the Common Shares issued by TransAlta Renewables to TransAlta;
(c) a certificate of status (or other customary evidence of existence) from appropriate authorities as to its legal existence;
(d) a certified copy of resolutions of the board of directors of the TAC Party authorizing the transactions contemplated by
the Investment Agreement and, without limiting the generality of the foregoing, TA Energy shall deliver a certified copy of
resolutions of the board of directors of TA Energy authorizing the issuance of the Tracking Preferred Shares; (e) evidence
of the creation of the Tracking Preferred Shares in a form satisfactory to the Company, acting reasonably; (f) a fully
executed copy of the Lease to the Company, in a form satisfactory to TransAlta Renewables, acting reasonably; (g) a fully
executed copy of the Licence Option to the Company in a form satisfactory to TransAlta Renewables, acting reasonably;
(h) a fully executed copy of the Funding Support Agreement to the Company, in a form satisfactory to TransAlta
Renewables, acting reasonably; (i) a fully executed copy of the Sarnia Management Agreement to the Company, in a form
satisfactory to TransAlta Renewables, acting reasonably; and (j) any and all other documents that are required to be
delivered by the TAC Parties to TransAlta Renewables pursuant to the Investment Agreement and pursuant to the
agreements contemplated in the Investment Agreement, including, but not limited to a duly executed Debt Assignment
Agreement, Sub Note and the Second Management Services Amending Agreement, to which such TAC Party is a party.
Indemnities
TransAlta will, subject to certain limitations as contained in the Investment Agreement, indemnify and save harmless
TransAlta Renewables and the directors, officers, employees and agents of TransAlta Renewables (collectively, the
"TransAlta Renewables Indemnitees") from and against all Claims asserted against and Losses and Liabilities incurred
by any of the TransAlta Renewables Indemnitees directly or indirectly arising out of, resulting from, attributable to or
connected with a breach of any covenant of the TAC Parties or any representation or warranty of TransAlta contained in
the Investment Agreement.
Similarly, TransAlta Renewables will, subject to certain limitations as contained in the Investment Agreement, indemnify
and save harmless the TAC Parties and the directors, officers, employees and agents of the TAC Parties (collectively, the
"TAC Indemnitees") from and against all Claims asserted against and Losses and Liabilities incurred by any of the TAC
Indemnities directly or indirectly arising out of, resulting from, attributable to or connected with a breach of any covenant or
any representation or warranty of TransAlta Renewables contained in the Investment Agreement.
The foregoing indemnities given in favour of each of TransAlta Renewables and the TAC Parties are subject to certain
customary limitations including: (a) limitations to liability unless written notice of any Claims, Losses or Liabilities is given
(subject to certain exceptions as set forth in the Investment Agreement); (b) the amount of each individual Loss or Liability
shall be not less than $50,000; (c) the aggregate amount of all proved Losses and Liabilities for which indemnification has
been or is being sought is equal to or greater than $650,000, which amount shall be a deductible, rather than a threshold,
such that the indemnified party shall only be entitled to indemnification for Losses and Liabilities in excess of such
amount; (d) the aggregate liability of a party for all Claims, Losses and Liabilities shall not exceed $270 million; (e)
limitations to liability to the extent Claims, Losses or Liabilities are solely caused by or are the result of negligence or wilful
misconduct of the applicable party; (f) in determining the amount of any Losses and Liabilities, insurance or other amounts
actually received shall be deducted; and (g) in determining the amount of any Loss, such Loss will be increased (or
decreased) to take into account any net Tax (as such term is defined in the Investment Agreement) cost (or net current or
future Tax benefit) incurred or enjoyed by a TAC Indemnitee or the TransAlta Renewables Indemnitee, as the case may
be.
Tracking Preferred Shares
Holders of Tracking Preferred Shares shall be entitled to receive, in priority to the common shares of TA Energy and pari
passu with the Class A Preferred Shares, quarterly preferential cash dividends in an amount per share equal to (a) the
Dividend Per Class B Preferred Share and (ii) the Penalty Dividend Per Class B Preferred Share, if any. The board of
directors of TA Energy shall be entitled from time to time to declare part of the preferential dividend for any fiscal quarter
notwithstanding that such dividend for such fiscal quarter shall not be declared in full. The Company, as holder of the
Tracking Preferred Shares and Class A Preferred Shares, shall have no residual right to participate in the earnings of TA
Energy.
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Dividends calculated in respect of a given fiscal quarter shall be declared and paid within eight weeks of the end of such
fiscal quarter and cash dividends paid on the Tracking Preferred Shares shall be paid out of money of TA Energy properly
applicable to the payment of dividends. The board of directors of TA Energy shall be entitled to declare the Dividend Per
Class B Preferred Share in respect of a fiscal quarter within (and no earlier than) the five Business Days immediately prior
to the end of such fiscal quarter. In the event that the SLR Financial Statements are not completed at the time the board
of directors of TA Energy declares the Dividend Per Class B Preferred Share, the SLR Amount shall be based on
reasonably estimated amounts based on information available to TA Energy at that time.
If TA Energy fails to declare and pay the Dividend Per Class B Preferred Share pursuant to the Tracking Preferred Share
provisions in respect of a particular fiscal quarter, TA Energy shall declare and pay the Penalty Dividend Per Class B
Preferred Share for such fiscal quarter within 20 Business Days of the date on which the Dividend Per Class B Preferred
Share was required to be paid. If the Penalty Dividend Per Class B Preferred Share is not paid within such 20 Business
Day period, interest at the rate of the Prime Rate plus 8.0% shall accrue and be payable on the Penalty Dividend Per
Class B Preferred Share until such amount (including accrued and unpaid interest) is paid in full.
If on any Dividend Payment Date for any dividend declared on the Tracking Preferred Shares by the board of directors of
TA Energy the dividends are not paid in full on all of the Tracking Preferred Shares then outstanding, any such dividends
that remain unpaid shall be paid on a subsequent date or dates determined by the board of directors of TA Energy on
which TA Energy shall have sufficient moneys, assets or property properly applicable to the payment of such dividends.
In the event that the Tracking Preferred Shares are outstanding for less than a full fiscal quarter, the holder of record on
the record date for the payment of a dividend in respect of such fiscal quarter shall only be entitled to a dividend in an
amount equal to the Dividend Amount multiplied by the number of full calendar days in the quarter during which the
Tracking Preferred Shares were outstanding divided by the number of calendar days in such fiscal quarter. The Dividend
Amount shall be payable in Canadian dollars.
In the event of the liquidation, dissolution or winding-up of TA Energy or any other distribution of the assets of TA Energy
among its shareholders for the purpose of winding up its affairs, a holder of Tracking Preferred Shares shall be entitled,
subject to applicable law, to receive from TA Energy in respect of each Tracking Preferred Share held by such holder on
the effective date (the "Liquidation Date"), of such liquidation, dissolution, winding-up or distribution of assets, before any
distribution of TA Energy among the holders of the common shares in the capital of TA Energy or any other shares
ranking junior to the Tracking Preferred Shares, an amount per share equal to the Liquidation Amount Per Class B
Preferred Share.
The holder of a Tracking Preferred Share shall not be entitled to receive notice of or to attend any meeting of the
shareholders of TA Energy and shall not be entitled to vote at any such meeting unless and until TA Energy fails to pay to
such holders of Tracking Preferred Shares in the aggregate four Dividend Amounts pursuant to the Tracking Preferred
Share provisions on the dates when the same should be paid, whether or not consecutive, and whether or not such
dividends have been declared and whether or not there are any moneys of TA Energy properly applicable to the payment
of dividends. Thereafter, but only for so long as any Dividend Per Class B Preferred Shares remain in arrears, the holders
of such Tracking Preferred Shares for which such Dividend Per Class B Preferred Shares have not been paid shall
collectively be entitled to elect 30% of the members of the board of directors of TA Energy (subject to rounding up to the
nearest whole number).
Upside Sharing Mechanism
TransAlta Renewables and TransAlta have agreed on an "upside" sharing arrangement in relation to the re-contracting of
Sarnia following the expiry of the PPA with the IESO in 2025 that is intended to reduce the amount of the dividends on the
Tracking Preferred Shares in any fiscal year after 2025 by 50% of the amount by which the Gross Margin Sharing Target
Amount for that fiscal year is exceeded with respect to the actual Gross Margin of Sarnia LP. A Gross Margin Sharing
Target Amount has been agreed to for each fiscal year from 2026 to 2042 and ranges from approximately $75 million for
the 2026 fiscal year to approximately $122 million for the 2042 fiscal year.
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TAC RNW Convertible Debenture
Issue
TransAlta Renewables will issue the TAC RNW Convertible Debenture to TransAlta in the amount of $215 million in
consideration for the purchase of the Tracking Preferred Shares. TransAlta Renewables will pay TransAlta interest on the
principal amount outstanding on the TAC RNW Convertible Debenture from time to time at a rate of 4.5% per annum,
computed on the basis of a 365 day year. Such interest will accrue daily from the date of issuance of the TAC RNW
Convertible Debenture and be payable semi-annually in arrears on or about June 30 and December 31 during each
calendar year in which the principal is outstanding.
Maturity
The TAC RNW Convertible Debenture will mature on December 31, 2020 (the "Maturity Date"). On the Maturity Date, the
principal amount of the TAC RNW Convertible Debenture and all interest accrued thereon will be due and payable in full,
subject to TransAlta exercising the Conversion Right (as set forth below).
Ranking
The TAC RNW Convertible Debenture will be a direct unsecured obligation of the Company ranking subordinate to all
liabilities, except liabilities which by their terms rank in rights of payment equally with or subordinate to the TAC RNW
Convertible Debenture. The TAC RNW Convertible Debenture will rank pari passu with all subordinate debentures issued
by the Company from time to time.
Conversion Right of TransAlta
TransAlta will have the right (the "Conversion Right"), at its sole option, on the Maturity Date (at any time on such date
prior to the close of business), to convert the outstanding principal amount payable on the TAC RNW Convertible
Debenture, in whole or in part, into Common Shares based on the conversion price (the "Conversion Price") of $13.16.
Such Conversion Right extends only to the maximum number of whole Common Shares into which the principal amount
of the TAC RNW Convertible Debenture is surrendered for conversion by TransAlta. In addition, the Conversion Price
may be adjusted upon the occurrence of certain events prior to the Maturity Date, including the occurrence of: (a) a
Capital Reorganization; (b) a Share Reorganization; or (c) TransAlta Renewables fixing a record date for a distribution to
holders of the outstanding Common Shares, and provided such distribution is actually made based on such record date
and does not constitute a Capital Reorganization or a Share Reorganization, of: (i) shares of TransAlta Renewables of
any class other than Common Shares, (ii) rights, options or warrants to acquire shares or securities exchangeable or
convertible into shares of TransAlta Renewables, (iii) cash or evidence of its indebtedness, or (iv) any other property or
assets.
Payment Upon Redemption
On the Maturity Date, TransAlta Renewables may, at its sole 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 TAC RNW
Convertible Debenture then maturing by issuing and delivering that number of Common Shares obtained by dividing the
principal amount of the TAC RNW Convertible Debenture then outstanding by 95% of the 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 (the "Issuer Conversion Right").
In the event of a change of Control of TransAlta Renewables, TransAlta may, at its sole option, allow the Company to
repay the principal amount of the TAC RNW Convertible Debenture in accordance with the Issuer Conversion Right.
The Conversion Right is paramount to the Issuer Conversion Right.
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Representations and Warranties
The TAC RNW Convertible Debenture will contain representations and warranties of TransAlta Renewables with respect
to: standing; requisite authority; execution and enforceability; and no breach or default. In addition, the TAC RNW
Convertible Debenture will contain representations and warranties of TransAlta regarding: purchasing as principal;
requisite authority; and execution and enforceability.
Covenants
The TAC RNW Convertible Debenture will contain customary covenants on the part of TransAlta Renewables relating to:
(a) the payment of principal and interest on the TAC RNW Convertible Debenture; (b) notifying TransAlta upon becoming
aware of any default in the performance of any covenant, agreement or condition contained in the TAC RNW Convertible
Debenture; (c) causing all things necessary to maintain itself in existence under the laws of Canada; (d) the delivery, or
making available of interim and annual financial statements; and (e) compliance with applicable laws.
Funding Support Agreement
Pursuant to the terms of the Tracking Preferred Shares, holders of Tracking Preferred Shares are entitled to receive the
Dividend Per Class B Preferred Share. TA Energy's sole source of income is derived from its approximate 43%
ownership in TEC LP with the remaining 57% of TEC LP being held directly and indirectly by TransAlta. Accordingly, to
ensure that TA Energy has sufficient funds to satisfy the Dividend Per Class B Preferred Share payable on the Tracking
Preferred Shares, TransAlta and TA Energy will enter into the Funding Support Agreement pursuant to which, among
other things, TransAlta will agree to subscribe for TAE Securities upon receipt of a Funding Notice.
Funding Notice
TA Energy will promptly notify TransAlta of any fact, event or circumstance (actual, anticipated or threatened) which
affects, or would reasonably be expected to affect, inhibit or impact, TA Energy's ability to pay, in full, the Dividend Per
Class B Preferred Share on the Tracking Preferred Shares (a "Funding Notice"). The Funding Notice shall state the
amount of additional proceeds required by TA Energy in order to pay the Dividend Per Class B Preferred Share in full
("Additional Cash Amount") and to cover any additional costs and expenses incurred in connection with satisfying its
obligations in connection with the Tracking Preferred Shares or its obligations pursuant to the Funding Support Agreement
and the time by which such amount is required.
Funding Support
Upon receipt of a Funding Notice, TransAlta shall be required to subscribe for such number of TAE Securities as
determined in the sole discretion of TransAlta as is sufficient to provide TA Energy with the Additional Cash Amount (the
"Funding Obligation"); provided that such Additional Cash Amount shall not exceed the distributions received by
TransAlta from TEC LP (less the amount of tax payable if such distributions were received directly by TA Energy)
pursuant to TransAlta's ownership in TEC LP (as at the date of the Funding Notice).
If in any particular fiscal year TransAlta and its Affiliates (other than TA Energy and its Subsidiaries) has (i) provided one
or more loans to TA Energy pursuant to a Loan Agreement or (ii) satisfied the Funding Obligation by way of subscribing
for Debt Securities, and the aggregate amount of (A) the principal of all outstanding loan(s) owed by TA Energy to
TransAlta and its Affiliates (other than TA Energy and its Subsidiaries) as at December 31 of such fiscal year, and (B) the
subscription amount of all Debt Securities held by TransAlta and any of its Affiliates (other than TA Energy and its
Subsidiaries) as at December 31 of such fiscal year, exceeds the greater of $100 million and 25% of the fair market value
of the assets of TA Energy, such amount to be determined by TransAlta, acting reasonably, TransAlta shall, within 90
days of December 31 of such fiscal year, provide notice that TransAlta shall subscribe for such number of Equity
Securities (ranking in all cases junior to the Tracking Preferred Shares) at a subscription price (as determined by the
board of directors of TA Energy, in good faith) as is necessary, and TA Energy shall use the proceeds thereof, to payout
all or a portion of the outstanding loan(s) owed by TA Energy to TransAlta and its Affiliates (other than TA Energy and its
Subsidiaries) or purchase the outstanding Debt Securities from TransAlta and its Affiliates (other than TA Energy and its
Subsidiaries) or a combination of both that will result in TransAlta and its Affiliates (other than TA Energy and its
Subsidiaries) holding, as at March 31 of the following fiscal year, loans having a principal amount and Debt Securities
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having a subscription amount, in the aggregate, not exceeding $100 million or 25% of the fair market value of the assets
of TA Energy, such amount to be determined by TransAlta, acting reasonably.
The Offering
The listing and posting for trading on the TSX of the Common Shares issuable upon the exercise of the Subscription
Receipts is a condition precedent to the completion of the Transaction. The TSX has conditionally approved the listing of
the Common Shares issuable upon the exercise of the Subscription Receipts on the TSX, subject to the Company fulfilling
all the listing requirements of the TSX. On November 23, 2015, the Company entered into the Underwriting Agreement
with the Underwriters (including CIBC World Markets Inc. and TD Securities Inc.), for the issue and sale by the Company
to the Underwriters on a bought deal basis of an aggregate of 15,385,000 Subscription Receipts at a price of $9.75 per
Subscription Receipt for aggregate gross proceeds of approximately $150 million. The Company also granted to the
Underwriters the Over-Allotment Option to purchase up to an additional 2,307,750 Subscription Receipts at a price of
$9.75 per Subscription Receipt on the same terms and conditions as the Offering, exercisable from time to time, in whole
or in part, for a period commencing at the closing of the Offering and ending on the earlier of: (i) 30 days following closing
of the Offering; and (ii) the Termination Date, to cover over-allotments and for market stabilization purposes. On
November 30, 2015, the Underwriters gave notice to fully exercise the Over-Allotment Option resulting in the gross
proceeds to be received by the Company pursuant to the Offering increasing to approximately $172.5 million. The
Offering, including the full exercise of the Over-Allotment Option, closed on December 2, 2015.
Each Subscription Receipt will be automatically exchanged if the Shareholder Approvals are received at the Meeting and
upon satisfaction of certain escrow release conditions, for one Common Share, plus an amount, if any, in respect of the
Dividend Equivalent Payment, without any further action or additional consideration on the part of the holder. The
proceeds from the Offering are being held by the Subscription Receipt Agent and invested in short term obligations of, or
guaranteed by, the Government of Canada or a province of Canada or a Canadian chartered bank (subject to certain
minimum ratings) pending the Closing Date. If Closing does not occur on or before March 31, 2016, or is terminated at
any earlier time, the Subscription Receipts will be terminated and cancelled, and the full purchase price of the
Subscription Receipts will be returned to holders of Subscription Receipts, together with their pro rata portion of interest
thereon.
In connection with the Transaction, the Company will use an amount equal to the gross proceeds from the Offering to
repay part of the TAC RNW Note, owing to TransAlta.
Closing of the Transaction
Closing will occur upon satisfaction or waiver of all of the conditions precedent set forth in the Investment Agreement and
is expected to occur as soon as practicable following receipt of Shareholder Approvals at the Meeting.
Special Committee Process and Board Approval
When TransAlta initially announced the creation of TransAlta Renewables in June 2013, TransAlta stated that TransAlta,
as manager, would be the primary source of growth of TransAlta Renewables' portfolio of power generation assets, by
providing TransAlta Renewables with the opportunity to purchase, or participate in the development of, renewable power
generation facilities with stable, long-term, contracted cash flows. TransAlta Renewables also stated that it would assess
growth opportunities in all forms of clean power generation, including wind, hydro, solar, geothermal and gas powered
facilities, as well as other power related infrastructure assets, such as transmission. Following that announcement, and
concurrently with the completion of the TransAlta Renewables' initial public offering in August 2013, TransAlta
Renewables completed the acquisition from TransAlta of TransAlta Renewables' initial portfolio of renewable power
generation assets. Then, in December 2013, TransAlta acquired the Wyoming Wind Farm and transferred the economic
interest in that wind farm to the Company. Most recently, in May 2015, TransAlta Renewables completed the acquisition
from TransAlta of an economic interest in the cash flows from the Australian Assets (the "Australian Acquisition").
Following completion of the Australian Acquisition, TransAlta management and the Independent Directors of the Company
began to discuss the possibility of a transaction involving the acquisition of an economic interest by the Company in the
Canadian Assets from TransAlta. Recognizing that certain steps within the transaction would constitute a "related party
transaction" under MI 61-101 and specifically, transactions that involve TransAlta and TransAlta Renewables, the Board
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determined to maintain the Special Committee that had been created to oversee the completion of the Australian
Acquisition. The Board directed the Special Committee to, among other things, review and consider the Transaction,
conduct and carry out such investigations in relation to the Transaction, as the Special Committee deemed necessary or
advisable, and determine whether the Transaction contemplated is in the best interests of TransAlta Renewables and its
Shareholders (without giving direct consideration to the interests of TransAlta).
The Special Committee consists of the three directors of the Company who are independent of the Company (as that term
is defined in National Instrument 52-110 – Audit Committees, as issued by the Canadian Securities Administrators).
Those directors are David Drinkwater, Allen Hagerman and Kathryn McQuade. Mr. Drinkwater was appointed the Chair of
the Special Committee.
The mandate of the Special Committee is to:
(a)

receive, review and consider any proposal received by the Board relating to a non-arm's length
transaction, including but not limited to an acquisition, joint venture, drop-down, spin-off, financing
arrangement or such other transaction involving TransAlta, its asset(s) or interest in its asset(s) either
directly or indirectly;

(b)

evaluate the transaction under consideration and make all such decisions as it considers necessary or
appropriate with respect to the purchase or investment in the proposed transaction;

(c)

conduct and/or supervise the conduct of all negotiations with respect to any proposed transaction; and

(d)

report its findings in respect of any proposed transaction to the Board and make such recommendations
as the Special Committee considers appropriate.

The mandate of the Special Committee provides the Special Committee the ability to:
(a)

co-ordinate and consult with the Board, management and such professional advisors as it may deem
necessary or appropriate, and inform the Board in a timely manner of its deliberations and activities;

(b)

retain and consult with, at the Company's expense, independent legal, accounting and other professional
advisors as the Special Committee considers necessary or desirable to perform its mandate, on such
terms as the Special Committee considers appropriate;

(c)

retain independent financial advisors for the purpose of assisting the Special Committee in the discharge
of its mandate, any such financial advisor to be selected, retained, instructed and supervised by the
Special Committee; and

(d)

obtain from the independent financial advisor any formal valuation, fairness opinion and/or such other
financial advice as the Special Committee considers necessary or appropriate.

As part of the Special Committee's process in relation to its review and consideration of the Australian Acquisition, the
Special Committee considered the qualifications of a number of law firms and financial advisory firms. As a result of that
process, the Special Committee engaged Stikeman Elliott LLP as its independent legal counsel and the Financial Advisor
as its independent financial advisor. The Special Committee extended the engagement of Stikeman Elliott LLP and the
Financial Advisor in connection with its review and consideration of the Transaction.
TransAlta management advised Mr. Drinkwater in June 2015 that TransAlta intended to propose a transaction in which
the Company would acquire Tracking Preferred Shares providing it with an economic interest based on the cash flows
from the Canadian Assets. The Special Committee then met with its legal counsel and the Financial Advisor on June 24,
2015 to review the duties and responsibilities of the Special Committee, discuss process and timing matters related to any
proposed acquisition of an economic interest based on cash flows from the Canadian Assets, consider the process for
investigating the Canadian Assets, and plan the supervision of the selection and engagement of qualified and
independent engineering firms to assist with the Special Committee's review of the Canadian Assets.
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The Special Committee, its legal counsel and the Financial Advisor met with TransAlta management on July 15, 2015 to
discuss, among other things, the principal attributes of the Canadian Assets and the Transaction, as well as TransAlta's
rationale for selecting the Canadian Assets as the assets in respect of which the Company would acquire Tracking
Preferred Shares.
Following that meeting and throughout the period from July 15 to November 23, 2015, the Special Committee and its
advisors conducted due diligence, considered the financial models provided by TransAlta and had numerous meetings
among themselves and with representatives of TransAlta regarding financial, legal, tax and other matters. The Special
Committee also sought and arranged for the retention of independent engineers to conduct an independent engineering
review of the Canadian Assets, as well as of independent power market consultants to conduct an independent review
and assessment of future merchant cash flows following the expiration of the PPA with the IESO at Sarnia.
At meetings of the Special Committee in November 2015, the Financial Advisor provided a preliminary financial analysis
of the proposed consideration involved in a potential Transaction, including its preliminary views and supporting analyses,
which were subject to, among other things, the Financial Advisor's review of the due diligence and financial modelling
information being made available by TransAlta as well as the results of the engineering and power market reviews being
respectively conducted by the independent engineers and power market consultants being satisfactory.
During this time, TransAlta began to make draft documents relating to the Transaction available to the Special Committee.
The Special Committee, its legal counsel and the Financial Advisor reviewed the documents and met to consider and
determine the position of the Special Committee on various matters addressed in the draft documents. The Special
Committee and its legal counsel communicated extensively with TransAlta management and TransAlta's legal counsel
regarding the draft documents and the terms contained in such documents.
The Financial Advisor delivered its preliminary views as to the range of value of the economic interest to be acquired by
the Company based on cash flows from the Canadian Assets to the Special Committee at a meeting held on November
16, 2015, and reserved its views as to the fairness of the consideration potentially involved in the proposed Transaction
pending the completion of documentation of the Transaction. At a meeting held on November 18, 2015, the Special
Committee and its advisors reviewed, among other things, the reports of the independent engineers and independent
power market consultants and the Financial Advisor's analysis of and conclusions regarding the range of value of the
economic interest based on cash flows from the Canadian Assets. The Special Committee also discussed with
management of TransAlta any issues that had been raised by the independent engineers in the course of their review of
the Canadian Assets and ensured that those issues were addressed to the satisfaction of the Special Committee. By
November 23, 2015, the documentation for the Transaction had been largely finalized, and the Financial Advisor
subsequently delivered in written form its conclusion that, based on and subject to the analyses, assumptions, limitations
and qualifications contained in its Valuation and Fairness Opinion, as of November 18, 2015, the consideration to be paid
pursuant to the Transaction is fair, from a financial point of view, to the Company.
The Special Committee held an in-camera session to discuss and consider its recommendation regarding the Transaction
and unanimously:
(a)

resolved that the Transaction is in the best interests of the Company and its Shareholders (without giving
direct consideration to the interests of TransAlta); and

(b)

agreed to recommend to the Board that it approve the Transaction.

Following the Special Committee meeting, the Board considered the review and due diligence conducted by the Special
Committee and its advisors and the unanimous recommendation of the Special Committee, and after extensive
discussion, the Board (with directors who are present or former directors or officers of TransAlta abstaining) unanimously
concluded that the Transaction is in the best interests of the Company and the shareholders of the Company (without
giving direct consideration to the interests of TransAlta), approved the Transaction on the terms that were recommended
to the Board by the Special Committee, and recommended the approval of the Transaction by the Disinterested
Shareholders.
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Engagement of Financial Advisor
The Special Committee retained the Financial Advisor pursuant to an engagement letter signed on December 10, 2014 to
provide financial advice and related assistance to the Special Committee in evaluating and assisting in the negotiation of
potential transactions involving the Company and any business, asset or property owned directly or indirectly by
TransAlta, including the Transaction.
The terms of the engagement letter provide that the Financial Advisor will be paid a fixed cash advisory fee by the
Company for its services to be rendered thereunder, including the preparation and delivery of a formal valuation report to
the Special Committee, in accordance with the requirements of MI 61-101. In addition, the Financial Advisor is to be
reimbursed for its reasonable expenses and will be indemnified by the Company for certain liabilities arising out of the
services provided under the engagement letter, including in connection with the Valuation and Fairness Opinion and the
Transaction. The compensation payable to the Financial Advisor under the engagement letter, including those related to
the preparation and delivery of the Valuation and Fairness Opinion, does not depend in whole or in part on whether or not
the Transaction is consummated and is not contingent upon the conclusions reached by the Financial Advisor in the
Valuation and Fairness Opinion. The Financial Advisor was determined by the Special Committee and its legal counsel to
be independent within the meaning of MI 61-101.
Valuation and Fairness Opinion
The Financial Advisor delivered to the Special Committee a valuation and fairness opinion (the "Valuation and Fairness
Opinion") on November 18, 2015 as to the range of value of the economic interest in and based on the cash flows from
the Canadian Assets broadly equal to the underlying net distributable profits of the TEC LP Subsidiaries. Based on and
subject to the analyses, assumptions, limitations and qualifications contained in the Valuation and Fairness Opinion, the
Financial Advisor concluded that, as of November 18, 2015, the fair value of the economic interest to be acquired by the
Company based on cash flows from the Canadian Assets is in the range of $507 million to $576 million, and that the
consideration to be paid pursuant to the Transaction is fair, from a financial point of view, to the Company.
The Valuation and Fairness Opinion was prepared and provided to the Special Committee solely for the exclusive use of
the Special Committee of TransAlta Renewables (in its capacity as such) in its evaluation of the Transaction and for
inclusion in this Circular, and may not be relied upon by any other person, including Shareholders, without the express
prior written consent of the Financial Advisor. The Valuation and Fairness Opinion expresses no opinion concerning the
future level of any cash flows involving the Canadian Assets and makes no recommendation to any Shareholder as to
how such Shareholder should vote or act with respect to the Transaction or any other matter. The Valuation and Fairness
Opinion was one of a number of factors taken into consideration by the Special Committee in making its recommendation
to the Board to approve the Transaction. When making its unanimous determination that the Transaction is in the best
interests of the Company and its Shareholders (without giving direct consideration to the interests of TransAlta), and its
unanimous recommendation that Shareholders approve the Transaction, the Board (with the directors who are also
present or former officers of TransAlta abstaining) considered the recommendation of the Special Committee (which was
made after consideration of the advice received by the Special Committee from its financial and legal advisors).
The Valuation and Fairness Opinion is subject to the conditions, limitations, qualifications, disclaimers and assumptions
contained therein and must be considered as a whole by the reader, as selecting portions of the analysis or other factors
considered by the Financial Advisor, without considering all factors together, could create a misleading view of the
process underlying the Valuation and Fairness Opinion. The preparation of the Valuation and Fairness Opinion is a
complex process and it is not necessarily susceptible to partial analysis or summary description. Any attempt to do so
could lead to undue emphasis on any particular factor.
The foregoing is a summary only and with respect to the Valuation and Fairness Opinion and reference should be made
to the Valuation and Fairness Opinion in its entirety. A copy of the Valuation and Fairness Opinion is available for
inspection at the Company's registered and head office located at 110, 12th Avenue S.W., Calgary, Alberta T2M 2M1,
and a copy of the Valuation and Fairness Opinion will be sent to any Shareholder upon request and without charge. In
addition, the full text of the Valuation and Fairness Opinion, setting out the conditions, limitations, qualifications,
disclaimers and assumptions reflected in and underlying the Valuation and Fairness Opinion, is attached hereto as
Appendix "B".
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Prior Valuations
The Company is not aware of any "prior valuations", as such term is defined in MI 61-101, within the 24 month period
preceding the date of this Circular.
Recommendation of the Board
The Special Committee concluded that the Transaction is in the best interests of the Company and its Shareholders
(without giving direct consideration to the interests of TransAlta) and unanimously recommended to the Board that it
approve the Transaction. The Special Committee and the Board considered various factors and considerations relating to
the acquisition by the Company of an economic interest based on the cash flows of the Canadian Assets and the
Transaction, including but not limited to:
(a)

information concerning the business, operations, property, assets, financial condition, operating results
and prospects of each of the Canadian Assets;

(b)

material agreements affecting the Canadian Assets, and in particular the long term PPAs relating to the
Canadian Assets;

(c)

quality of the counterparties to the PPAs relating to the Canadian Assets, and a weighted average
contracted life of the Canadian Assets of over 10 years based on cash flows from the Canadian Assets;

(d)

current and prospective industry, economic and market conditions and trends affecting the Canadian
Assets and the energy and renewable energy sectors;

(e)

the expected growth, diversification and accretion to cash available for distribution resulting from the
Transaction;

(f)

the risks associated with the completion of the Transaction and the risks associated with not completing
the Transaction;

(g)

the measures taken by TransAlta, at the request of the Special Committee, to mitigate certain risks
associated with the Company's ownership of the Tracking Preferred Shares providing an economic
interest in and based on the cash flows from the Canadian Assets; and

(h)

in respect of the Board, the recommendation of the Special Committee (which was made after
consideration of the advice received by the Special Committee from its financial and legal advisors) that
the Board approve the Transaction.

The Board then unanimously (with directors who are present or former officers of TransAlta abstaining) concluded that the
Transaction is in the best interests of the Company and the shareholders of the Company (without giving direct
consideration to the interests of TransAlta), and recommended the approval of the Transaction by the Disinterested
Shareholders.
Unless otherwise instructed, the persons designated in the Proxy intend to vote FOR the Transaction Resolution
set out under the heading "Transaction Resolution" in Appendix "A" to this Circular.
Unless otherwise instructed, the persons designated in the Proxy intend to vote FOR the TSX Resolution set out
under the heading "TSX Resolution" in Appendix "A" to this Circular.
OTHER BUSINESS
Management is not aware of any other business to come before the Meeting other than as set forth in the Notice of
Meeting. If any other business properly comes before the Meeting, it is the intention of the persons named in the
enclosed proxy to vote the Common Shares represented thereby in accordance with their best judgment on such matter.
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AGREEMENTS WITH TRANSALTA
M ANAGEMENT SERVICES AGREEMENT
TransAlta, on a sole and exclusive basis, provides the Company with all the general administrative services as may be
required or advisable for the management of the affairs of the Company pursuant to the Management Services
Agreement.
The management services provided by TransAlta under the Management Services Agreement include, but are not limited
to: (i) ensuring that the Company complies with its continuous disclosure and other obligations under Canadian Securities
Laws; (ii) managing the Company's financing, borrowing and investing activities; (iii) developing, implementing and
monitoring the Company's strategic plan; (iv) providing the Company with investor relations services including the calling
and holding of all meetings of the Company's shareholders; (v) computing any dividends to the Company's shareholders
and overseeing the payment thereof; (vi) undertaking all required acts and responsibilities in connection with the
acquisition and disposition of the Company's assets and property; (vii) providing accounting and bookkeeping services,
including for the preparation of the Company's annual and interim financial statements and the preparation and filing of all
tax returns; (viii) providing information technology services and making available all information technology equipment as
may be reasonably necessary; (ix) managing any litigation and other legal services; (x) providing risk management
services; (xi) providing office space, equipment and personnel as may be reasonably necessary; (xii) arranging for audit,
legal and other third party professional and non-professional services; and (xiii) generally providing all other services as
may be necessary, or requested by the Company, for the management and administration of TransAlta Renewables.
In connection with the services provided under the Management Services Agreement, the Company pays TransAlta an
annual fee (the "G&A Reimbursement Fee"), which fee is meant to cover TransAlta's management, administrative,
accounting, planning and other head office costs associated with providing services to the Company under the
Management Services Agreement. The G&A Reimbursement Fee was initially set at $10,000,000 per annum and is
adjusted annually for changes in the consumer price index and increases or decreases of 5% of the earnings before
interest, tax, and depreciation associated with additions or divestitures of assets. The G&A Reimbursement Fee is
payable in equal quarterly installments and, for 2014, such G&A Reimbursement Fee was $10,380,000.
As a part of the Australian Acquisition, TransAlta and the Company entered into the First Management Services
Amending Agreement, pursuant to which the Management Services Agreement was amended to waive certain fees that
were otherwise payable to TransAlta pursuant to the G&A Reimbursement Fee, as a result of the Australian Acquisition.
Specifically, the First Management Services Amending Agreement amended the Management Services Agreement to
allow TransAlta to: (a) charge TransAlta Renewables a fixed annual management fee of AUD$6 million in association with
the operation of the Australian Assets, such fee to escalate at 2.5% annually; and (b) increase the fee to AUD$7 million
annually following the completion of South Hedland, such fee to thereafter escalate at 2.5% annually.
As part of the Transaction, on or about the Closing Date, TransAlta and the Company will enter into the Second
Management Services Amending Agreement pursuant to which the Management Services Agreement will be amended to
increase the G&A Reimbursement Fee by approximately $5.0 million per annum in association with the operation of the
Canadian Assets.
In addition to the G&A Reimbursement Fee, the Company also reimburses TransAlta for all out-of-pocket and third party
fees and costs, including salaries, wages and benefits associated with managing and operating assets not captured by
the G&A Reimbursement Fee. The Company directly incurs and is responsible for any costs associated with (i)
insurance, (ii) compensation for its Independent Directors, (iii) direct engagement of third party experts for assessing or
valuing a growth opportunity, (iv) third party audit and legal fees, and (v) all other costs associated with being a publicly
traded reporting issuer.
The Management Services Agreement has an initial 20 year term; provided, however, that the Management Services
Agreement shall be automatically renewed for further successive terms of five years after the expiry of the initial term or
any renewal term, unless terminated by either party not less than 180 days prior to the expiration of the initial term or any
renewal term, as the case may be.
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The foregoing summary of the Management Services Agreement is qualified in its entirety to the complete text of the
Management Services Agreement and the First Management Services Amending Agreement, which are available under
the Company's profile on SEDAR.
th

The head office of TransAlta is 110 – 12 Avenue S.W., Calgary, Alberta, T2R 0G7. The following table sets out the
name and residence of each of the informed persons (as defined in NI 51-102) of TransAlta and their respective positions
with TransAlta. In the fiscal year ended December 31, 2014, none of the individuals below received payments from the
Company other than in connection with the compensation paid to such individual in connection with his or her position
held with TransAlta.
Name

Residence

Position Held

Dawn Farrell
William Anderson
Wayne Collins
Dawn de Lima
John Dielwart
Timothy Faithfull
Alan Fohrer
Brett Gellner
Gordon Giffin
Tom Jenkins
Cynthia Johnston
John Kousinioris
Yakout Mansour
Georgia Nelson
Ben Park
Beverlee Park
Jennifer Pierce
Todd Stack
Donald Tremblay

Alberta, Canada
Ontario, Canada
Alberta, Canada
Alberta, Canada
Alberta, Canada
London, United Kingdom
California, USA
Alberta, Canada
Georgia, USA
Alberta, Canada
Alberta, Canada
Alberta, Canada
California, USA
Illinois, USA
Alberta, Canada
British Columbia, Canada
Alberta, Canada
Alberta, Canada
Alberta, Canada

President, Chief Executive Officer and Director
Director
Executive Vice-President, Coal and Mining Operations
Chief Administration Officer
Director
Director
Director
Chief Investment Officer
Chair of the Board of Directors
Director
Executive Vice-President, Gas, Renewables & Operations Services
Chief Legal and Compliance Officer and Corporate Secretary
Director
Director
Managing Director and Corporate Controller
Director
Senior Vice-President, Trading and Marketing
Managing Director and Treasurer
Chief Financial Officer

GOVERNANCE AND COOPERATION AGREEMENT
The Governance and Cooperation Agreement governs various aspects of the relationship between the Company and
TransAlta. Pursuant to the Governance and Cooperation Agreement, the Company and TransAlta have agreed, among
other things, that TransAlta will serve as the primary vehicle through which the Company and its affiliates will acquire
and/or develop renewable power projects.
The Governance and Cooperation Agreement provides, among other things, that the Company will rely on TransAlta
exclusively to: (i) identify acquisition and/or development opportunities for the Company (the "Opportunities"), (ii)
evaluate the Opportunities for their suitability for the Company, (iii) present Opportunities suitable for, and meeting the
strategic goals and objectives of, the Company to the Board for assessment and approval and (iv) execute and complete
any Opportunities approved by the Board. TransAlta and its affiliates are not required to allocate any minimum level of
dedicated resources for the pursuit of renewable power generation opportunities nor shall TransAlta or its affiliates be
required to offer any specific opportunities to the Company. Approval of any Opportunities involving a transfer of interests
from TransAlta or its affiliates to the Company must be supported and approved by a majority of the Independent
Directors of the Board.
Pursuant to the Governance and Cooperation Agreement, TransAlta is entitled to nominate a majority of the directors of
the Company for so long as the Percentage of Outstanding Common Shares beneficially owned directly or indirectly by
TransAlta is not less than 35% of the issued and outstanding Common Shares. If the Percentage of Outstanding Common
Shares beneficially owned directly or indirectly by TransAlta is less than 35% but greater than or equal to 10%, TransAlta
is entitled to nominate its proportionate share of the directors of the Company (rounded up to the next whole number)
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based on the Percentage of Outstanding Common Shares beneficially owned directly or indirectly by TransAlta. Finally,
irrespective of the Percentage of Outstanding Common Shares beneficially owned directly or indirectly by TransAlta,
TransAlta will be entitled to nominate one director of the Company for so long as the Management Services Agreement is
in effect. The nominees of TransAlta to the Board may be directors, officers or employees of TransAlta or its affiliates, or
other persons, at TransAlta's discretion. Board nominees of TransAlta who are directors, officers or employees of
TransAlta or its affiliates will not be entitled to any compensation from the Company, other than in limited circumstances
as set forth in the Governance and Cooperation Agreement. Subject to any requirements of the CBCA, TransAlta shall be
entitled to nominate for appointment or election to the Board a replacement director for any nominee director of TransAlta
who ceases for any reason to be a director of the Board, provided TransAlta remains, at that time, entitled to appoint such
director.
As part of the Australian Acquisition, TransAlta and the Company entered into an amending agreement pursuant to which
the Governance and Cooperation Agreement was amended to change the definition of "Percentage of Outstanding
Common Shares" to include into the calculation for determining such percentage of outstanding Common Shares, shares
convertible or otherwise exchangeable into Common Shares including, but not limited to, the Class B Shares issued to
TransAlta and its Subsidiaries.
The foregoing summary of the Governance and Cooperation Agreement is qualified in its entirety to the complete text of
the Governance and Cooperation Agreement, which is available under the Company's SEDAR profile.
RISK FACTORS
In addition to the risk factors relating to the business carried on by the Company under the heading "Risk Factors" in each
of the AIF and MD&A of the Company for the year ended December 31, 2014, and the "Risk Factors" in the Q3 MD&A,
which section in each document is incorporated in this Circular by reference, consideration should also be given to the risk
factors discussed below, which pertain specifically to the Transaction and the Canadian Assets.
TRANSACTION RISKS
POSSIBLE FAILURE TO COMPLETE THE TRANSACTION
The Transaction is subject to normal commercial risks that the Transaction may not be completed on the terms
negotiated, or at all. Although it is expected that all of the conditions required in connection with the Transaction,
including, but not limited to, receipt of the Shareholder Approvals, will be satisfied, there is no certainty that such
conditions will be satisfied or waived on a timely basis, or at all. If closing of the Transaction does not take place as
contemplated, the Company could suffer adverse consequences, including the loss of investor confidence. In addition, if
the Transaction does not take place prior to the occurrence of a Termination Event, the Subscription Receipt Agent and
the Company must repay the holders of Subscription Receipts an amount equal to the issue price thereof plus a pro rata
share of the interest earned on the escrowed funds. Each subscriber's subscription proceeds will be held in escrow
pending the Termination Date, and accordingly, subscribers will not be able to use such funds to take advantage of other
investment opportunities that occur prior to the Termination Date.
NATURE OF INTERESTS
Following the completion of the Transaction, TransAlta, directly and indirectly through TA Energy and TEC LP, will retain
legal title to the Canadian Assets. Except as specifically provided for in the Investment Agreement and the terms of the
Tracking Preferred Shares, the Company will have no legal rights in respect of the Canadian Assets. Rather, the
Company will own Tracking Preferred Shares providing an economic interest in and based on the cash flows from the
Canadian Assets broadly equal to the underlying net distributable profits of the TEC LP Subsidiaries. This means that the
Company will not be able to dispose of the Canadian Assets or exercise other rights of ownership of the Canadian Assets,
nor will it have any ability to directly oversee or manage the ownership and operation of the Canadian Assets.
Consequently, the rights of the Company in relation to the Canadian Assets may be of less value to the Company as
compared to the value of direct ownership of the Canadian Assets.
In the event of a liquidation of TA Energy, the Tracking Preferred Shares will entitle the Company, as the sole holder of
the Tracking Preferred Shares, to an amount equal to the Fair Market Value of the Canadian Assets in accordance with
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the terms of the Tracking Preferred Shares. See "Matters to be Acted Upon at the Meeting - The Transaction Resolution
and TSX Resolution - Agreements and Share Terms - Tracking Preferred Shares".
POSSIBLE FAILURE TO REALIZE THE ANTICIPATED BENEFITS OF THE TRANSACTION
The Company believes that the Transaction will provide certain benefits to the Company and its Shareholders. There is,
however, a risk that some or all of the expected benefits of the Transaction may fail to materialize, or may not occur within
the time periods anticipated by the Company. The realization of such benefits may be affected by a number of factors
including those disclosed in this Circular, many of which are beyond the control of the Company. In particular, Sarnia LP
may not be successful in re-contracting Sarnia following the expiry of its PPA with the IESO in 2025.
INSUFFICIENT FUNDS TO SATISFY DISTRIBUTIONS
Holders of Tracking Preferred Shares are entitled to receive, in priority to the common shares in the capital of TA Energy,
quarterly preferential cash dividend payments. TA Energy's only source of income following completion of the Transaction
will be the distributions it receives from TEC LP. In turn, the assets TEC LP will own, directly and indirectly, will be the
Canadian Assets along with the Australian Assets. In addition, the distributions TA Energy receives from TEC LP
represent approximately 43% of the aggregate income received by TEC LP (with the remaining 57% being distributed to
TransAlta). There can be no certainty that the Canadian Assets will generate sufficient funds, such that the distributions
paid by TEC LP to TA Energy will be sufficient to satisfy the dividend payments payable by TA Energy in respect of the
Tracking Preferred Shares. The Funding Support Agreement mitigates this risk as TA Energy can request funding from
TransAlta subject to certain limitations as set forth in such Funding Support Agreement. See "Matters to be Acted Upon
at the Meeting - The Transaction Resolution and TSX Resolution - Agreements and Share Terms - Funding Support
Agreement".
INCREASED INDEBTEDNESS
In connection with the Transaction, the Company will issue to TransAlta the TAC RNW Convertible Debenture, which will
represent a significant increase to the Company's indebtedness. Such additional indebtedness will increase the
Company's interest expense and may have a negative effect on results of operations. In the event that additional
indebtedness or other financing on terms favourable to the Company cannot be obtained at the time of maturity of the
TAC RNW Convertible Debenture, the Company may exercise its Issuer Conversion Right, which could have a negative
impact on and be dilutive to Shareholders.
DEPENDENCE ON FINANCIAL PERFORMANCE OF THE CANADIAN ASSETS
The value of the Common Shares depends, in part, on the financial performance and profitability of the TEC LP
Subsidiaries. Any decline in the financial performance of the TEC LP Subsidiaries and the Canadian Assets or adverse
change in such other factors could have an adverse effect on the Company and the value and market price of the
Common Shares. In addition, the Canadian Assets are potentially subject to the liabilities attributed to TransAlta, even if
those liabilities arise from lawsuits, contracts or indebtedness that do not relate or are otherwise attributed to the
Company. As a result, the price of the Common Shares may not reflect the performance of the Company alone and may
reflect the performance or financial condition of TransAlta as a whole.
BUSINESS RISKS
COUNTERPARTY CREDIT RISKS
If purchasers of electricity or other contractual counterparties default on their obligations, the Company may be materially
and adversely affected. While TransAlta has procedures and controls in place to manage counterparty credit risk in
relation to the Canadian Assets prior to entering into contracts, all contracts inherently contain default risk. Moreover,
while TransAlta seeks to monitor trading activities to ensure that the credit limits for counterparties are not exceeded,
TransAlta cannot guarantee that a party will not default. If counterparties to contracts are unable to meet their obligations,
the TEC LP Subsidiaries and TEC LP could suffer a reduction in revenue which could have a material adverse effect on
the Company.
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THIRD PARTY CONTRACTS
A majority of the power produced from the Canadian Assets is sold to third parties under long-term PPAs. If, for any
reason, any of the purchasers of power under such PPAs are unable or unwilling to fulfill their contractual obligations
under the relevant PPA, or if they refuse to accept delivery of power pursuant to the relevant PPA, TEC LP's assets,
liabilities, business, financial condition, results of operations and cash flow could be materially and adversely affected as it
may not be able to replace the agreement with another agreement on equivalent or better terms and conditions which, in
turn, could have a material adverse effect on the Company. External events, such as a severe economic downturn, could
impair the ability of some counterparties to the PPAs or some end use customers to pay for electricity received which
could impact the revenues of the TEC LP Subsidiaries and TEC LP which could have a material adverse effect on the
Company.
OPERATION AND MAINTENANCE OF FACILITIES
The revenue generated by the Canadian Assets is dependent on the amount of electricity generated by them. The ability
of such assets to generate the amount of power expected is a primary determinant in the amount of revenues that will be
received by the TEC LP Subsidiaries and TEC LP. A number of different factors, including: equipment failure due to wear
and tear, latent defect, design error, operator error, slow response to outages due to underperforming monitoring systems
and vandalism or theft could adversely affect the amount of power produced. Unplanned outages or prolonged downtime
for maintenance and repair typically increase operating and maintenance expenses and reduce revenues as a result of
selling less electricity. Although the Canadian Assets have generally operated in accordance with expectations, there can
be no assurance that they will continue to do so. To the extent that a facility's equipment requires longer than forecasted
down times for maintenance and repair, or suffers disruptions of power generation for other reasons, TEC LP's business,
operating results, financial condition or prospects could be adversely affected which could impact the distributions to the
Company pursuant to the Tracking Preferred Shares.
There can be no assurance that TEC LP Subsidiaries' maintenance programs will be able to detect potential failures in its
facilities prior to occurrence or eliminate all adverse consequences in the event of failure. In addition, weather related
interference, work stoppages and other unforeseen problems may disrupt the operation and maintenance of the Canadian
Assets which may materially and adversely affect the Company.
While the TEC LP Subsidiaries may maintain an inventory of, or otherwise make arrangements to obtain, spare parts to
replace critical equipment and maintain insurance for property damage to protect against certain operating risks, these
protections may not be adequate to cover lost revenues or increased expenses and penalties which could result if the
TEC LP Subsidiaries are unable to operate its generation facilities at a level necessary to comply with sales contracts.
TEC LP'S REVENUES MAY BE REDUCED UPON EXPIRATION OR TERMINATION OF PPAS
The TEC LP Subsidiaries sell power under PPAs which expire at various times. Currently, such PPAs have a weighted
average remaining term of approximately 11 years based upon estimated EBITDA contribution and the earliest scheduled
termination of any of these will occur in 2022. In addition, these PPAs may be subject to termination in certain
circumstances, including default by the facility or plant owner or operator. When a PPA expires or is terminated, it is
possible that the price received by the relevant facility or plant for power under subsequent selling arrangements may be
reduced significantly. It is also possible that PPAs negotiated after the initial PPAs have run their course may not be
available at prices that permit the continued operation of the affected facility or plant on a profitable basis. If this occurs,
the affected facility or plant may be forced to permanently cease operations which may have a materially adverse effect
on the Company.
CHANGES IN GENERAL ECONOMIC CONDITIONS
Adverse changes in general economic and market conditions could negatively impact demand for electricity, revenue,
operating costs, timing and extent of capital expenditures, the net recoverable value of plant, property and equipment,
results of financing efforts, credit risk and counterparty risk, which could cause the TEC LP Subsidiaries, TEC LP and the
Company to suffer a material adverse effect.
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ENVIRONMENTAL INCIDENT RELATING TO THE CANADIAN ASSETS
An environmental incident could have lasting reputational impacts to the TEC LP Subsidiaries and could impact their
ability to work with various stakeholders. In addition to the cost of remediation activities (to the extent not covered by
insurance), environmental incidents may lead to an increased cost of operating and insuring the Canadian Assets thereby
negatively impacting earnings. The TEC LP Subsidiaries mitigate the risk of environmental incidents through continued
focus on efforts to reduce the likelihood of an environmental incident.
SERVICE INTERRUPTION INCIDENT
A service interruption due to a major power disruption or curtailment on commodity supply could have a significant impact
on the TEC LP Subsidiaries' ability to operate their assets and negatively impact future earnings, relationships with
stakeholders and TEC LP's reputation which could have a material adverse effect on the Company.
RISKS RELATED TO THE COMPANY'S COMMON SHARES
THE COMMON SHARES ARE PUBLICLY TRADED AND ARE SUBJECT TO VARIOUS FACTORS THAT HAVE HISTORICALLY MADE THE
MARKET PRICE VOLATILE.
The market price of the Common Shares may fluctuate due to a variety of factors relative to the Company's business,
including announcements of new developments, fluctuations in the Company's operating results, sales of the Common
Shares in the marketplace, failure to meet analysts' expectations, any public announcements made in regard to the
Offering, the impact of various tax laws or rates and general market conditions or the worldwide economy. In certain
circumstances, stock markets experience significant price fluctuations, which are unrelated to the operating performance
of the affected companies. There can be no assurance that the market price of the Common Shares will not experience
significant fluctuations in the future, including fluctuations that are unrelated to the Company's performance.
FUTURE ISSUANCES OR SALES OF COMMON SHARES MAY RESULT IN DILUTION TO PRESENT AND PROSPECTIVE HOLDERS OF
COMMON SHARES.
The Articles allow the Company to issue an unlimited number of Common Shares. The Company may raise funds for
future operations through the issuance of additional Common Shares or other securities convertible into Common Shares.
Any future issuance of Common Shares, or other securities convertible into Common Shares, may result in dilution to
present and prospective holders of Common Shares.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
The material interest, direct or indirect, of any director or officer of the Company, any person beneficially owning, directly
or indirectly, more than 10% of the Company's voting securities, or any associate or affiliate of such person in any
transaction within the last financial year or in any proposed transaction which in either case has materially affected or will
materially affect the Company or any of its subsidiaries, is as set forth below.
1.

TransAlta, a principal Shareholder, is the owner of TEC LP, a direct and indirect subsidiary of TransAlta that owns
the Canadian Assets. Following completion of the Transaction, the Canadian Assets will continue to be operated
and managed by TransAlta for and on behalf of the TEC LP Subsidiaries.

2.

Upon Closing, the Company and TransAlta will enter into the TAC RNW Convertible Debenture, which will be
convertible into Common Shares of the Company at the option of TransAlta. See "Matters to be Acted Upon at the
Meeting – The Transaction Resolution and TSX Resolution - Agreements and Share Terms - TAC RNW
Convertible Debenture" in this Circular.

3.

Upon Closing, the Company will have, through the purchase of the Tracking Preferred Shares, an economic
interest in and based on the cash flows from the Canadian Assets, broadly equal to the net distributable profits of
the TEC LP Subsidiaries.
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4.

Upon Closing, the Company will: (i) settle the TAC RNW Note through the issuance of the TAC RNW Convertible
Debenture and Common Shares to TransAlta; and (ii) settle the TAGP RNW Debt and the Sub Note in exchange
for Tracking Preferred Shares. See "Matters to be Acted Upon at the Meeting - The Transaction Resolution and
TSX Resolution" in this Circular.

5.

On the Closing Date and in connection with the Transaction, the Management Services Agreement between
TransAlta and the Company will be amended by the Second Management Services Amending Agreement, to
increase the G&A Reimbursement Fee payable to TransAlta by approximately $5.6 million as a result of the
Transaction. See "Agreements with TransAlta - Management Services Agreement" in this Circular.
INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON

Management of the Company is not aware of any material interest, direct or indirect, of any director or nominee for
director, or officer or anyone who has held office as such since the beginning of the Company's last financial period or of
any associate or affiliate of any of the foregoing in any matter to be acted on at the Meeting other than as disclosed in this
Circular in the discussion of each such matter.
LOANS TO DIRECTORS AND OFFICERS
The Company does not make loans to its directors and officers. Therefore, no loans are outstanding to the Company's
directors and officers.
EXPERTS
Ernst & Young LLP is the auditor of the Company. Ernst & Young LLP confirmed that it is independent of the Company
within the meaning of the Rules of Professional Conduct of the Institute of Chartered Accountants of Alberta.
Moelis & Company LLC, the Financial Advisor, prepared the Valuation and Fairness Opinion.
ADDITIONAL INFORMATION
Additional information relating to the Company can be found on SEDAR and on the Company's website at
www.transaltarenewables.com. Financial information is contained in the Company's consolidated financial statements and
MD&A for the year ended December 31, 2014. In addition, a Shareholder may obtain copies of the Company's
consolidated financial statements and MD&A without charge by contacting the Company's Investor Relations Department
at 403.267.2520 or toll free at 1.800.387.3598.
DIRECTOR APPROVAL
The contents of the Circular and the sending thereof to each Shareholder whose proxy is solicited and to the appropriate
governmental agencies have been approved by the Board.
By the order of the Board of Directors

Calgary, Alberta
December 4, 2015

John Kousinioris
Corporate Secretary
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APPENDIX "A"
SHAREHOLDER RESOLUTIONS
All capitalized terms used in this Appendix "A" but not otherwise defined herein have the meaning ascribed to such terms
in the Circular to which this Appendix "A" is attached.
TRANSACTION RESOLUTION
"NOW THEREFORE BE IT RESOLVED, as an ordinary resolution that:
1.

The Company be and is hereby authorized to enter into and perform its obligations under the Investment
Agreement which will provide TransAlta Renewables with an economic interest in and based on the cash flows
from the Canadian Assets, broadly equal to the underlying net distributable profits of the TEC LP Subsidiaries
through its subscription for Tracking Preferred Shares and, in that regard, the execution and delivery of the
Investment Agreement and the consummation by the Company of the transactions contemplated therein and
thereby (the "Transactions") and the performance of its obligations under the Investment Agreement, including
the performance of the following "related party transactions" (as such term is defined in MI 61-101) be and is
hereby authorized and approved:
(a)

the entering into by the Company of the Investment Agreement;

(b)

the assignment of the Capital Note 1 and the TAGP RNW Debt from TransAlta to the Company in exchange
for the TAC RNW Convertible Debenture and the TAC RNW Note;

(c)

the entering into of the TAC RNW Convertible Debenture;

(d)

the assignment of the Capital Note 1 from the Company to TA Energy in exchange for the Sub Note;

(e)

the subscription by the Company for Tracking Preferred Shares, which the Company will receive through the
settlement of the TAGP RNW Debt and the Sub Note; and

(f)

the entering into by the Company of the Second Management Services Amending Agreement.

2.

In connection with implementing the Transactions, the Company be and is hereby authorized to enter into and
perform its obligations under the TAC RNW Convertible Debenture and the Second Management Services
Amending Agreement, and, in that regard, the execution and delivery by the Company of the TAC RNW
Convertible Debenture and the Second Management Services Amending Agreement and the performance of its
obligations therein and thereunder are each hereby authorized and approved.

3.

The making of any and all applications for any approvals, consents, waivers, exemptions, orders or permissions
of any applicable regulatory authority that may be necessary or desirable in connection with the Transactions be
and is hereby authorized and approved, and to the extent made prior to the date hereof, be and is hereby ratified
and confirmed, and any one director or officer of the Company be and is hereby authorized to make and execute
any such applications and any documents required in connection therewith for, on behalf of and in the name of
the Company.

4.

Any director or officer of the Company be and is hereby authorized, for and on behalf of the Company, to do all
things and execute all agreements, certificates, documents or instruments, under its corporate seal or otherwise,
and to perform all such acts, as such director or officer, in his or her discretion, determines to be necessary,
advisable or appropriate for the purpose of carrying out or giving effect to this special resolution (the execution
and delivery of any such agreement, certificate, document or instrument, or the performance of any such act, by
such director or officer, shall be conclusive evidence of such determination and of the approval thereof by the
Company)."

To be effective, the Transaction Resolution must be approved by not less than a majority of votes cast in respect thereof
by Disinterested Shareholders present in person or represented by proxy at the Meeting.
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Management recommends that Disinterested Shareholders vote in favour of approving the Transaction Resolution.
Unless otherwise directed, the persons designated in the enclosed proxy, if named as a proxy, intend to vote the
Shares represented by such proxy FOR the Transaction Resolution.
TSX RESOLUTION
"NOW THEREFORE BE IT RESOLVED, as an ordinary resolution that:
1.

The Transaction: (i) including the payment of consideration in the aggregate amount of $540 million to TransAlta,
an insider of the Company, in the form of cash, Common Shares and the TAC RNW Convertible Debenture in an
aggregate amount of 10% or greater of the market capitalization of the Company; and (ii) that was not negotiated
at arm's length, be and is hereby authorized and approved.

2.

The issuance to TransAlta of a maximum of 38,852,459 Common Shares being comprised of up to 15,640,583
Common Shares upon the settlement of the TAC RNW Note and up to 23,211,876 Common Shares upon the
conversion of the TAC RNW Convertible Debenture, be and is hereby authorized and approved, notwithstanding
that the aggregate number of Common Shares issuable to an insider of the Company exceeds 10% of the
Common Shares issued and outstanding prior to Closing.

3.

The settlement of the TAC RNW Note through the issuance of Common Shares and the conversion of the TAC
RNW Convertible Debenture pursuant to the Conversion Right are hereby approved, notwithstanding that the
Offering Price and the Conversion Price may be less than the market price of the Common Shares on the Closing
Date and the Maturity Date, respectively.

4.

Any director or officer of the Company be and each of them is hereby authorized, for and on behalf of the
Company, to do such things and to sign, execute and deliver such documents that such director or officer may, in
his or her discretion, determine to be necessary or advisable in order to give full effect to the intent and purpose of
this resolution."

To be effective, the TSX Resolution must be approved by not less than a majority of votes cast in respect thereof by
Disinterested Shareholders present in person or represented by proxy at the Meeting. To be effective, the TSX Resolution
must be approved by not less than a majority of votes cast in respect thereof by Disinterested Shareholders present in
person or represented by proxy at the Meeting.
Management recommends that Disinterested Shareholders vote in favour of approving the TSX Resolution. Unless
otherwise directed, the persons designated in the enclosed proxy, if named as a proxy, intend to vote the Shares
represented by such proxy FOR the TSX Resolution.
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APPENDIX "B"
VALUATION AND FAIRNESS OPINION

B-1


FAIRNESS OPINION AND FORMAL VALUATION OF MOELIS & COMPANY LLC

November 18, 2015
The Special Committee of the Board of Directors
TransAlta Renewables Inc.
110 12th Avenue SW
Calgary, AB, Canada T2P 2M1
To the Special Committee:
Moelis & Company LLC (“Moelis”) understands that TransAlta Renewables Inc. (“TransAlta
Renewables” or the “Corporation”) is proposing to acquire Tracking Preferred Shares (“TA
Preferred Shares”) in the capital of TA Energy Inc. (“TA Energy”), a corporation incorporated
pursuant to the federal laws of Canada, which will provide the Corporation with an economic
interest in and based on the cash flows from the Canadian Assets (as defined below), for aggregate
consideration of C$540 million (comprised of cash, common shares and a convertible unsecured
subordinate debenture of the Corporation (collectively, the “Consideration”). The transaction
described above is collectively referred to herein as the “Transaction”.
TransAlta Corporation (“TransAlta” or “TAC”) has represented to Moelis that the Transaction
will provide TransAlta Renewables with an economic interest in and based on the cash flows from
all of the tangible and intangible property (whether real, personal, or mixed), rights, benefits,
privileges and other assets owned or leased by each of TransAlta (SC) L.P. (“Sarnia LP”),
TransAlta (RC) L.P. (“Ragged Chute LP”) and TransAlta (LN) L.P. (“Le Nordais LP”) (collectively,
“the Canadian Assets”) equal to the underlying net distributable profits of Sarnia LP, Ragged
Chute LP and Le Nordais LP (collectively, the “TEC LP Subsidiaries”). The Canadian Assets
include the following assets owned by TA Energy: (i) a 100% ownership interest in TAC’s wind
facility located on the Gaspé Peninsula of Québec (55 MW of installed capacity in Cap-Chat and 43
MW of installed capacity in Matane) (“Le Nordais”); (ii) a 100% ownership interest in TAC’s
run-of-river hydroelectric facility with installed capacity of 7 MW located on the Montréal River,
south of New Liskeard, in northern Ontario (“Ragged Chute”); and (iii) a 100% ownership interest
in TAC’s 506 MW combined-cycle cogeneration facility located in Sarnia, Ontario that provides
steam and electricity to nearby industrial facilities (“Sarnia”). TransAlta has represented to Moelis
that the Transaction is structured to allow TransAlta to retain indirect legal ownership of the
Canadian Assets while allowing the Corporation to acquire the cash flows generated by the
Canadian Assets through its ownership of the TA Preferred Shares.
As part of the proposed acquisition of TA Preferred Shares, TransAlta Renewables and TransAlta
have agreed on an “upside” sharing arrangement that is intended to reduce the amount of the
dividends on the TA Preferred Shares in any fiscal year after 2025 to the extent that an
agreed-upon gross margin target amount for that fiscal year is exceeded with respect to Sarnia LP.
This “upside” sharing arrangement only triggers once cash flows from the Canadian Assets
exceed the amount of “base case” cash flows included in the projections provided to Moelis for
purposes of its analysis. Accordingly, for purposes of its analysis and opinion, Moelis did not
attribute any value to potential benefits from this “upside” sharing arrangement.
The foregoing description of the Transaction and the Canadian Assets is summary in nature.
Moelis further understands that additional details regarding the Transaction will be provided in a
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management information circular (the “Circular”) which is to be mailed to holders of the common
shares of the Corporation (the “Shareholders”) in connection with the Transaction.
TransAlta has represented to Moelis that it currently owns, directly and indirectly, approximately
76% of the outstanding common shares of TransAlta Renewables, and that it is anticipated that
TransAlta will own approximately 65% of the issued and outstanding common shares of
TransAlta Renewables upon closing of the Transaction and after giving effect to the sale by a
subsidiary of TAC of a portion of its holdings of common shares of the Corporation. TransAlta has
further represented to Moelis that, pursuant to the terms of a governance and cooperation
agreement between the Corporation and TransAlta, TransAlta is entitled to nominate a majority of
the directors of the Corporation for so long as the percentage of outstanding common shares
beneficially owned directly or indirectly by TransAlta is not less than 35% of the issued and
outstanding common shares. Currently, three of the six directors of TransAlta Renewables are
TAC nominees.
The Corporation has represented to Moelis that a committee (the “Special Committee”) of the
board of directors (the “Board”) of the Corporation who are independent within the meaning of
Multilateral Instrument 61-101 of the Ontario Securities Commission and the Autorité des Marchés
Financiers (the “Rule”) has been constituted to supervise the preparation of a formal valuation
and to report to the Board on such valuation. Moelis has been advised by counsel to the Special
Committee that the Transaction is a related party transaction, as such term is defined in the Rule.
Moelis has been retained to prepare and deliver to the Special Committee a formal valuation of the
economic interest to be acquired by the Corporation (the “Valuation”) in accordance with the
requirements of the Rule and to prepare and deliver to the Special Committee an opinion (the
“Opinion”) as to whether the Consideration to be paid pursuant to the Transaction is fair, from a
financial point of view, to the Corporation. The Valuation and the Opinion are referred to
collectively as the “Valuation and Opinion”.
Moelis is not a member of the Investment Industry Regulatory Organization of Canada and is not
subject to the disclosure standards for formal valuations and fairness opinions thereof.
ENGAGEMENT OF MOELIS
The Special Committee retained Moelis pursuant to an engagement letter signed on December 10,
2014 to provide financial advice and related assistance to the Special Committee in evaluating and
assisting in the negotiation of potential transactions involving the Corporation and any business,
asset or property owned directly or indirectly by TransAlta, including the Transaction.
The terms of the engagement letter provide that Moelis will be paid a fixed cash advisory fee of
US$400,000 by the Corporation for its services to be rendered pursuant to the Transaction,
including the preparation and delivery of the Valuation and Opinion to the Special Committee. In
addition, Moelis is to be reimbursed for its reasonable expenses and will be indemnified by the
Corporation for certain liabilities arising out of the services provided under the engagement letter,
including in connection with the Valuation and Opinion and the Transaction. The compensation
payable to Moelis under the engagement letter, including that related to the preparation and
delivery of the Valuation and Opinion, does not depend in whole or in part on whether or not the
Transaction is consummated and is not contingent upon the conclusions reached by Moelis in the
Valuation and Opinion. Moelis was determined by the Special Committee and its legal counsel to
be independent within the meaning of MI 61-101.
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CREDENTIALS OF MOELIS
Moelis is an independent investment bank which is engaged in a range of investment banking
activities. Certain affiliates of Moelis are engaged in asset management and other activities for
their own account and otherwise. Moelis is regularly engaged in the valuation of businesses and
their securities in connection with mergers and acquisitions, strategic transactions, corporate
restructurings, and valuations for corporate and other purposes. The Valuation and Opinion
expressed herein represent the opinion of Moelis as of November 18, 2015 and the form and
content hereof have been approved by a Moelis & Company LLC fairness opinion committee.
INDEPENDENCE OF MOELIS
Neither Moelis, nor any of its affiliates is an insider, associate or affiliate (as those terms are
defined in the Securities Act (Ontario)) of the Corporation, TransAlta or any of their respective
associates or affiliates. Moelis has not been engaged to provide any financial advisory services nor
has it participated in any financing involving the Corporation, TransAlta or any of their respective
associates or affiliates, within the past two years, other than the services provided under the
Engagement Agreement. There are no understandings, agreements or commitments between
Moelis and the Corporation or TransAlta or any of their respective associates or affiliates with
respect to any future business dealings except as set forth in the Engagement Agreement. Moelis
may, in the future, in the ordinary course of its business, perform financial advisory or investment
banking services for the Corporation, TransAlta or any of their respective associates or affiliates.
Moelis and its affiliates may have interests that differ from the Corporation’s interests. Moelis and
its affiliates have no duty to disclose to the Corporation or the Special Committee, or use for the
Corporation’s or Special Committee’s benefit, any information acquired in the course of providing
services to any other party, engaging in any transaction (other than the Transaction) or carrying on
any other businesses.
Moelis and any of its affiliates, employees, officers and partners may at any time own securities
(long or short) of the Corporation, TransAlta or any other entity involved in the Transaction.
Moelis recognizes its obligations under applicable securities laws in connection with the purchase
and sale of such securities.
SCOPE OF REVIEW
The Valuation and Opinion do not address the Corporation’s underlying business decision to
effect the Transaction or the relative merits of the Transaction as compared to any alternative
business strategies or transactions that might be available to the Corporation. Moelis does not
offer any opinion as to any terms of the Transaction or any aspect or implication of the
Transaction, except in respect of the Consideration and the valuation of the economic interest to be
acquired by the Corporation to the extent expressly specified herein.
In connection with the Valuation and Opinion, Moelis has reviewed, considered and relied upon
(without independent verification of the completeness, accuracy or fair presentation thereof) the
following documents (among others):
1. A draft of the investment agreement received November 16, 2015 among the Corporation,
TransAlta, TEC Limited Partnership (“TEC LP”), TA Energy and Sarnia LP, Ragged Chute
LP and Le Nordais LP pursuant to which, among other things, the Corporation will
acquire its economic interest in and based on the cash flows from the Canadian Assets;
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2. Historical information relating to the business, operations and financial condition of the
Canadian Assets;
3. Presentations and documents prepared by TransAlta regarding the Canadian Assets and
the proposed Transaction, including the following:
a. Transaction structure presentations;
b. Overviews of the Canadian Assets;
c. Support for the input assumptions used to model the Canadian Assets;
d. Asset level financial models for the Canadian Assets;
e. Long-term capital expenditure plans; and
f. Tax assumptions;
4. Key documents relating to the Canadian Assets, which included the following:
a. Partnership agreements;
b. Power purchase agreements (each a “PPA”);
c. Construction and operating agreements;
d. Equipment operating, maintenance and service agreements;
e. Interconnection agreements;
f. Cross guarantees;
g. Financing agreements;
h. Insurance policies; and
i. Environmental assessments, audits and studies;
5. Reports from independent engineers;
6. Ontario power market research reports prepared by independent consultants;
7. Discussions with members of the Special Committee and legal counsel to the Special
Committee;
8. Certain internal information relating to the business, earnings, cash flow, assets, liabilities
and prospects of the Canadian Assets furnished to Moelis by, or discussed with,
management of TransAlta and TEC LP, including internal management forecasts,
projections, estimates and budgets prepared or provided by or on behalf of management
of TransAlta and TEC LP, relating to the Corporation and the Canadian Assets;
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9. Certain publicly available business and financial information relating to the Corporation
and the Canadian Assets;
10. Certain publicly available financial and stock market data of certain other companies in
lines of businesses that Moelis deemed relevant;
11. Discussions with members of senior management and representatives of TransAlta, TEC
LP and the Corporation concerning the publicly available and internal information
described in the foregoing, as well as the business and prospects of the Canadian Assets
generally; and
12. Such other financial studies, analyses and information as Moelis deemed appropriate.
Moelis has not, to the best of its knowledge, been denied access by the Corporation or TransAlta to
any information requested by Moelis.
PRIOR VALUATIONS
TransAlta has represented to Moelis after due enquiry that there have not been any Prior
Valuations (as defined in the Rule) involving the Canadian Assets in the past 24-month period.
ASSUMPTIONS AND LIMITATIONS
In accordance with the Engagement Agreement, Moelis has relied upon, and has assumed the
completeness, accuracy and fair presentation of all financial and other information, data, advice,
opinions and representations obtained by it from public sources or provided by the Corporation
or TransAlta or any of their respective subsidiaries or their respective directors, officers,
employees, consultants, advisors and representatives including information, data, advice,
opinions, representations, materials filed on SEDAR and other materials (collectively, the
“Information”). The Valuation and Opinion are conditional upon the completeness, accuracy and
fair presentation of the Information. In connection with Moelis’ review, Moelis has not assumed
any responsibility for independent verification of any of the Information supplied to, discussed
with or reviewed by it, for the purpose of the Valuation and Opinion and has relied on such
information being complete and accurate in all material respects.
For the purposes of the Valuation and Opinion, Moelis has assumed that: (i) the Information
provided orally by, or in the presence of, an officer or employee of TransAlta in person or by
telephone conference or in writing by TransAlta (including in each case its subsidiaries and their
respective directors, officers, employees, consultants, advisors and representatives) to Moelis for
the purpose of preparing the Valuation and Opinion was, at the date such Information was
provided to Moelis, and is (including as supplemented in writing following the date originally
provided) fairly and reasonably presented and complete, true and correct in all material respects,
and did not and does not (including as supplemented in writing following the date originally
provided) contain any untrue statement of a material fact or omit to state a material fact in respect
of the Canadian Assets or the Transaction necessary to make the information not misleading in
light of the circumstances under which such Information was provided; and (ii) since the dates on
which such Information was provided to Moelis, except as disclosed orally by, or in the presence
of, an officer of TransAlta, or in writing by TransAlta or any of its subsidiaries or their respective
directors and officers, to Moelis, to the best of the knowledge, information and belief of such
officers after due inquiry, there has been no material change, financial or otherwise, in the
financial condition, assets, liabilities (contingent or otherwise), business, operations or prospects
of the Canadian Assets and no material change has occurred in such Information or any part
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thereof that could have or could reasonably be expected to have a material effect on the Valuation
and Opinion.
Moelis is not a tax, legal, regulatory or accounting expert or advisor. Moelis is a financial advisor
only and has assumed and relied upon, without independent verification, the assessments of the
Corporation and its other advisors with respect to tax, legal, regulatory and accounting matters.
The Valuation and Opinion have been necessarily based on (i) the economic, monetary, market
and other conditions as in effect on, and the information made available to us, as of the date
hereof, and (ii) the condition and prospects, financial and otherwise, of the Canadian Assets and
other material interests as they were reflected in the Information reviewed by Moelis. In its
analysis and in preparing the Valuation and Opinion, Moelis made numerous judgments with
respect to industry performance, general business, market and economic conditions and other
matters, many of which are beyond the control of any party involved in the Transaction. All
financial figures herein are expressed in Canadian dollars except where otherwise noted. Certain
figures have been rounded for presentation purposes.
The Valuation and Opinion were provided verbally to the Special Committee on November 18,
2015, and were based on information available as of November 12, 2015. Moelis disclaims any
undertaking or obligation to advise any person of any change in any fact or matter affecting the
Valuation and Opinion of which it may become aware after November 12, 2015. Without limiting
the foregoing, in the event that there is any material change in any fact or matter affecting the
Valuation and Opinion after such date, Moelis reserves the right to change, modify or withdraw
the Valuation and Opinion.
The Valuation and Opinion have been prepared and provided solely for the use of the Special
Committee and the Board (in its capacity as such) in its evaluation of the Transaction and for
inclusion in the Circular, and may not be used or relied upon by any other person, including
Shareholders, without our express prior written consent. Subject to the terms of the Engagement
Agreement, Moelis has consented to the publication of the Valuation and Opinion in their entirety
and a summary thereof (in a form acceptable to Moelis) in the Circular and to the filing thereof, as
necessary, by the Corporation with the securities commissions or similar authorities in Canada.
Subject to the foregoing, the Valuation and Opinion are not to be reproduced, disseminated,
quoted from or referred to (in whole or in part) without our prior written consent.
In arriving at its opinion, Moelis was not authorized to solicit, and did not solicit, interest from
any party with respect to any transaction involving the Canadian Assets. We express no opinion
herein concerning the future price of the Canadian Assets (or economic interests thereof) and
make no recommendation to any Shareholder as to how such Shareholder should vote or act with
respect to the Transaction or any other matter.
In preparing and rendering the Valuation and Opinion, Moelis has assumed that the final
executed forms of governing documents will not differ in any material respect from the drafts that
we reviewed, that the Transaction will be consummated in accordance with the terms of such
agreements and that the parties to such agreements will comply with all material terms of such
agreements without waiver of, or amendment to, any term or condition that is in any way material
to our analysis. Moelis has assumed that all governmental, regulatory or other consents and
approvals necessary for the consummation of the Transaction will be obtained without the
imposition of any delay, limitation, restriction, divestiture or condition that would have an
adverse effect on the Corporation or on the expected benefits to the Corporation of the
Transaction.
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Moelis has based the Valuation and Opinion upon a variety of factors. Accordingly, Moelis
believes that its analysis must be considered as a whole. Selecting portions of its analysis or the
factors considered by Moelis, without considering all factors together as a whole, could create a
misleading view of the process underlying the Valuation and Opinion. The preparation of a
valuation is a complex process and is not necessarily susceptible to partial analysis or summary
description. Any attempt to do so could lead to undue emphasis on any particular factor. In
arriving at its valuation and fairness determination, Moelis considered the results of its analysis
and did not attribute any particular weight to any factor. Rather, Moelis made its fairness
determination on the basis of its experience and professional judgment after considering the
results of its analysis.
OVERVIEW OF TRANSALTA RENEWABLES
TransAlta Renewables owns 16 wind and 12 hydroelectric power generation facilities, and holds
economic interests in and based on the cash flows from a 144 MW Wyoming wind farm and the
Australian Assets (as defined below) equal to the underlying net distributable profits generated
by those assets, having an aggregate installed generating capacity of 1,856 MW, in which it holds a
net ownership interest of approximately 1,680 MW. TransAlta Renewables’ economic interest in
Australian Assets consist of 425 MW of power generation from six operating assets, which are
operational and contracted under long-term contracts, and the 150 MW South Hedland Power
Station Project that is currently under construction, as well as a recently commissioned 270 km gas
pipeline (the “Australian Assets”).
TransAlta Renewables was initially formed to own a portfolio of renewable power generation
facilities and assess growth opportunities in all forms of clean power generation, including wind,
hydro, solar, geothermal and gas powered facilities, as well as other power related infrastructure
assets, such as transmission. The Corporation's objectives are to (i) create stable, consistent returns
for investors through the ownership of contracted power generation and other infrastructure
assets that provide stable cash flow through long-term contracts with creditworthy
counterparties, including TransAlta; (ii) pursue and capitalize on strategic growth opportunities
in the power generation and other infrastructure sectors; and (iii) pay out a portion of cash
available for distribution to the Corporation's shareholders on a monthly basis.
OVERVIEW OF THE CANADIAN ASSETS
The Canadian Assets currently include approximately 611 MW of electrical generating capacity. In
connection with the Transaction, TransAlta Renewables will acquire the TA Preferred Shares
providing TransAlta Renewables with an economic interest in and based on the cash flows from
the Canadian Assets. The Canadian Assets are summarized below.
Sarnia
Sarnia is a 506 MW combined-cycle cogeneration facility that provides electricity to the
Independent Electric System Operator in Ontario (“IESO” or “OPA”) under a long-term contract
extending through 2025 and provides steam and electricity to nearby industrial facilities owned
by LANXESS Inc. (formerly Bayer Inc.) under contract extending through December 2022, Nova
Chemicals (Canada) Ltd. (which in turn supplies Styrolution, a Styrene production facility
formerly owned by NOVA Chemicals (Canada) Ltd.) under contract extending through December
2022 and Suncor Energy Products Partnership under contract extending through December 2022.
TransAlta, through Sarnia LP, owns 100% of this facility. In September 2009, TransAlta signed a
new contract with the OPA, effective as of July 1, 2009 and terminating on December 31, 2025. This
agreement extends the contract term with the OPA to 20 years and includes provisions for the
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parties to share in the impact and benefit of changes in customer steam load and loss of steam
customers.
Le Nordais
Le Nordais is a 98 MW wind project located at two sites on the Gaspé Peninsula in Québec. The
Cap-Chat site has 55 MW installed capacity and the Matane site has 43 MW of installed capacity. It
commenced commercial operations in 1999. Generation from this facility is sold to Hydro-Québec
under a long-term contract expiring in 2033. TransAlta, through Le Nordais LP, owns 100% of this
facility.
Ragged Chute
Ragged Chute is a run-of-river hydroelectric facility with installed capacity of 7 MW located on
the Montréal River, south of New Liskeard, in northern Ontario. TransAlta, through Ragged
Chute LP, leases this facility from the OPA. It has been operating since 1991. Generation from this
facility is sold to the OPA under a contract that terminates on June 30, 2029. TransAlta, through
Ragged Chute LP owns a 100% leasehold interest in this facility.
Summary of Canadian Assets
Sarnia

Le Nordais

Ragged Chute

Description

Cogeneration facility
powered by natural gas

Wind site operating 130
NEG turbines across two
locations

Run-of-river hydro
facility

Location

Sarnia, Ontario

Gaspé Peninsula and
Matane, Quebec

South of New
Liskeard, Northern
Ontario

TAC Ownership

100%

100%

100%

Commissioned

2003

1998 & 1999

1991

Capacity

506 MW

98 MW

7 MW

PPA / Offtake
Expiry

2022-2025

2033

2029(1)

End of Asset Life

2042

2033

2029(1)

Offtaker(s)

BioAmber, IESO, Lanxess,
NOVA, Styrolution,
Suncor

Hydro Quebec

IESO

1)

Extension to 2033 contingent upon OPG lease extension

VALUATION OF THE CANADIAN ASSETS
The Valuation is based upon techniques and assumptions that Moelis considers appropriate in the
circumstances for the purposes of arriving at an opinion as to the range of the fair value of the
economic interest to be acquired by the Corporation.
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Fair Value
Given the long-term contractual nature of the Canadian Assets’ cash flow profile, Moelis utilized
the Discounted Cash Flow (“DCF”) methodology to determine the fair value of the economic
interest to be acquired by the Corporation.
Other Information
Moelis reviewed generally relevant public companies to assess whether a selected public
companies analysis might imply a fair value of the economic interest to be acquired by the
Corporation. Moelis concluded that there were a limited number of directly comparable publicly
listed companies. Therefore, Moelis did not rely on the selected public companies analysis in
valuing the economic interest to be acquired by the Corporation. Moelis did, however, use the
selected public companies analysis to corroborate the fair value determined using the DCF
methodology.
Moelis considered whether there were any precedent public transactions that would be relevant
for the purposes of determining a fair value for the economic interest to be acquired by the
Corporation. However, Moelis concluded that there were no relevant precedent public
transactions that were directly applicable to the Transaction.
Some of the summaries of the financial analysis in the Valuation and Opinion include information
presented in tabular format. In order to fully understand Moelis’ analysis, the tables must be read
together with the text of each summary. The tables alone do not constitute a complete description
of the analysis. Considering the data described below without considering the full narrative
description of the financial analysis, including the methodologies and assumptions underlying the
analysis, could create a misleading or incomplete view of Moelis’ analysis.
DISCOUNTED CASH FLOW METHODOLOGY
Moelis considered the fair value range of the economic interest to be acquired by the Corporation
under the DCF methodology. The DCF approach calculates the present value of the estimated
future unlevered free cash flows projected to be generated by the Canadian Assets.
The DCF methodology requires that certain assumptions be made regarding, among other things,
future unlevered after-tax free cash flows, discount rates and terminal values. Moelis’ DCF
methodology involved discounting to January 1, 2016 (i) the value of the Canadian Assets’
estimated contracted unlevered after-tax free cash flows (“Contracted Cash Flows”) during the
period commencing January 1, 2016 and concluding December 31, 2034 (the “Contracted Forecast
Period”) and (ii) the value of Sarnia’s estimated merchant unlevered after-tax free cash flows
(“Merchant Cash Flows”) starting January 1, 2025 and concluding December 31, 2043 (“Merchant
Forecast Period”). At the direction of the Special Committee following discussions, Moelis made
certain modifications to the asset-level cash flow model provided by TAC, which modifications
consisted of using alternative market capacity price assumptions in place of the market capacity
price assumptions provided by TAC. TransAlta Renewables hired a leading independent market
consultant to analyze the report provided by TAC, review the assumptions used in the report and
provide its own guidance on the market capacity price likely for Sarnia during the Merchant
Forecast Period. At the direction of the Special Committee following discussions, Moelis utilized
the average of the revised Low and High capacity price forecasts received on November 12, 2015
from the independent market consultant hired by TransAlta Renewables, as an alternative market
capacity price assumption for the purposes of the Valuation and Opinion.
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With respect to the financial forecasts and other information relating to the Canadian Assets,
Moelis has assumed that they have been reasonably prepared on a basis reflecting the best
currently available estimates and judgments of the management of TransAlta and TEC LP, as to
the future performance of the Canadian Assets. Moelis has also assumed that the future financial
results reflected in such forecasts and other information will be achieved at the times and in the
amounts projected. For the purposes of the Valuation and Opinion, Moelis has utilized the
forecasts, projections, estimates and budgets by TransAlta, as adjusted by using alternative
market capacity price assumptions for Sarnia over the Merchant Forecast Period provided by the
independent market consultant hired by TransAlta Renewables.
Forecast assumptions for the Canadian Assets through 2043 included assumptions regarding the
following: projected power production levels, power pricing while under PPA contracts,
post-PPA pricing assumptions, and estimates of other operating and maintenance costs as well as
required capital expenditures to maintain and support the operations of the Canadian Assets.
The following table sets out a summary of the financial projections for the Canadian Assets:
Contracted Projections Summary ($ in millions)

Revenue
EBITDA
CapEx
Unlevered Free Cash Flow

2016
$224.7
92.8
(26.0)
52.6

2017
$234.6
93.8
(18.5)
59.8

2018
$237.1
95.0
(17.2)
62.1

2019
$244.8
95.0
(16.8)
61.5

2020
$247.3
95.5
(20.5)
58.1

Average
2021
2022-2034
$256.0
$99.7
97.1
37.5
(36.4)
(9.1)
45.9
21.3

2030
$275.6
54.9
(33.1)
10.8

Average
2031
2032-2043
$287.1
$316.9
56.1
62.8
(15.8)
(21.0)
27.5
27.9

Merchant Projections Summary ($ in millions)

Revenue
EBITDA
CapEx
Unlevered Free Cash Flow

2026
$231.6
43.8
(19.6)
16.3

2027
$243.4
46.6
(6.3)
29.4

2028
$249.1
47.3
(31.6)
7.8

2029
$265.5
51.8
(22.3)
18.9

Discount Rates
Two distinct discount rates were utilized in the DCF approach: (i) the Canadian Assets’ estimated
Contracted Cash Flows during the Contracted Forecast Period were discounted using an
estimated weighted average cost of capital (“WACC”) that reflects the typical cost of capital of
power generation YieldCos and North American contracted generation companies, and (ii) the
Canadian Assets’ estimated Merchant Cash Flows during the Merchant Forecast Period were
discounted using an estimated WACC for North American Independent Power Producers
(“IPPs”).
The WACC is based on three key components: the cost of equity, the cost of debt and the optimal
capital structure. The Capital Asset Pricing Model (“CAPM”) is used to estimate the cost of equity
component of the WACC for the company or asset in question. CAPM generates a cost of equity
by adding a risk-free rate of return to a premium that represents the financial and
non-diversifiable business risk of the security, company or asset in question. This premium is the
product of a security’s beta (a statistical measure which reflects the extent to which a security’s
returns co-vary with those of a broader market index) multiplied by a broader market risk
premium (equal to the amount by which the market as a whole has yielded returns in excess of the
risk-free rate).
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Additionally, the cost of debt is estimated by examining the current long-term market cost of debt
for the company or asset(s) in question. The optimal capital structure is a qualitative judgment as
to the optimal capital structure for a company or asset(s) in question based on a comparison to
other similar companies’ or assets’ capital structures. After reviewing the operational and
projected financial information for the Canadian Assets and due to the lack of directly comparable
publicly listed companies, Moelis determined that the WACC utilized in the DCF approach
should be calculated using two methods: (i) power generation YieldCos and North American
contracted generation companies for Contracted Cash Flows (“Contracted WACC”), and (ii)
North American IPPs for Merchant Cash Flows (“Merchant WACC”).
The Contracted WACC and the Merchant WACC were calculated using appropriate costs of
equity and after-tax costs of debt, weighted on the basis of assumed optimal capital structures in
each case. The assumed optimal capital structures were determined using a review of the current
and historical capital structures of companies in the power generation industry and the relative
risks associated with the Canadian Assets. Based on discussions with TransAlta and the
Corporation, Moelis is of the view that the optimal percentage of net debt in the capital structure
for the Canadian Assets is 50% both for the Contracted Forecast Period and the Merchant Forecast
Period. The cost of debt for the Merchant WACC was informed by yields on first lien ten-year
unsecured debt for publicly traded IPPs. The cost of debt for the Contracted WACC represents a
premium to yields on BBB-rated secured debt with maturities of approximately ten years.
Moelis used the CAPM approach to determine the cost of equity in each case. To select the
unlevered beta used in the CAPM approach for the Contracted WACC, Moelis reviewed a range
of unlevered betas from a select group of power generation YieldCos and North American
contracted generation companies. To select the unlevered beta used in the CAPM approach for
the Merchant WACC, Moelis reviewed a range of unlevered betas from a select group of North
American IPPs. The selected unlevered betas were then re-levered using the assumed optimal
capital structures and were applied in the CAPM approach to calculate the costs of equity,
respectively.
Moelis calculated the applicable Contracted WACC range to be approximately 4.7% to 6.7%.
Moelis calculated the applicable Merchant WACC range to be approximately 8.3% to 10.3%
DCF Summary
In respect of the economic interest to be acquired by the Corporation, Moelis’ DCF valuation
analysis resulted in a value range of C$507 million to C$576 million, including the discounted
values of Contracted Cash Flows and Merchant Cash Flows.
OTHER INFORMATION
Selected Public Companies Analysis Summary
The selected public companies analysis is a relative valuation analysis that evaluates the value of a
company or asset using the trading and financial metrics of other companies or assets deemed to
have similar characteristics.
After reviewing the operational and projected financial information for the Canadian Assets and
due to the lack of comparable publicly listed companies, Moelis did not rely upon the selected
public companies analysis for the purposes of analysis or opinion. Moelis used the selected public
companies analysis to corroborate the fair value determined using the DCF methodology.
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Moelis’ illustrative selected public companies analysis calculated the implied equity value of the
economic interest to be acquired by the Corporation based on Cash Available for Distribution
(“CAFD”) of the Canadian Assets in 2016E and the current dividend yields of selected public
companies. The selected public companies analysis assumed a ~83% CAFD payout ratio (within
the range of the Corporation’s pro-forma 2016E payout ratio) and focused on 2016E CAFD (the
expected first full year of ownership).
Selected Public Companies
Company Name

Dividend Yield

Abengoa Yield

8.0%

Brookfield Renewable Energy Partners

5.1%

NextEra Energy Partners

4.3%

NRG Yield

5.9%

Pattern Energy Group

7.7%

Saeta Yield

7.8%

TerraForm Global, Inc.

16.7%

TerraForm Power

10.8%

TransAlta Renewables

8.0%

8Point3 Energy Partners

6.7%

Median

7.8%

Seleted Public Companies Analysis Summary ($ in millions)
Dividend Yield
Metric
2016E CAFD Contribution

1)

Value

High

$42

8.8%

Low
6.8%

Implied Enterprise Value
Low
$609

(1)

High
$724

Calculated assuming 82.6% payout ratio, which is within the range of the Corporation’s pro forma 2016E payout
ratio, and net debt of $215 million

Precedent Public Transactions Analysis
Moelis considered whether there were any precedent public transactions that would be relevant
for the purposes of determining a fair value for the economic interest to be acquired by the
Corporation. However, Moelis concluded that there were no relevant precedent public
transactions.

%


VALUATION CONCLUSION
Based upon and subject to the foregoing, Moelis is of the opinion that, as of November 18, 2015,
the fair value of the economic interest to be acquired by the Corporation based on cash flows from
the Canadian Assets is in the range of C$507 million to C$576 million.
FAIRNESS OPINION CONCLUSION
Based upon and subject to the foregoing and such other matters as we considered relevant, Moelis
is of the opinion that, as of November 18, 2015 the Consideration to be paid pursuant to the
Transaction is fair, from a financial point of view, to the Corporation.
Yours very truly,
(signed) “Moelis & Company LLC”

MOELIS & COMPANY LLC
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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of TransAlta Corporation
We have audited the accompanying combined financial statements of the Sarnia natural gas-fired facility, the Ragged Chute run-ofriver hydro facility, and the Le Nordais wind farm (the “Business”), each of which are indirectly wholly owned by TransAlta
Corporation, which comprise the combined statements of financial position as at December 31, 2014 and 2013, and the combined
statements of earnings, comprehensive income, changes in net parental investment and cash flows for the years then ended, and a
summary of significant accounting policies and other explanatory information.
Management's responsibility for the combined financial statements
Management of TransAlta Corporation is responsible for the preparation and fair presentation of the Business’ combined financial
statements in accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of combined financial statements that are free from material misstatement,
whether due to fraud or error.
Auditors’ responsibility
Our responsibility is to express an opinion on the Business’ combined financial statements based on our audits. We conducted our
audits in accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the combined financial statements are
free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the combined financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material
misstatement of the combined financial statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity's preparation and fair presentation of the combined financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes, evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the combined
financial statements.
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the combined financial statements present fairly, in all material respects, the combined financial position of the
Business as at December 31, 2014 and 2013, and its combined financial performance and its combined cash flows for the years
then ended in accordance with International Financial Reporting Standards.

Calgary, Canada
November 18, 2015

Chartered Professional Accountants
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COMBINED STATEMENTS OF EARNINGS
(in thousands of Canadian dollars)
2014

Year ended December 31
Revenues
Fuel and other costs of sales (Note 4)
Gross margin
Operations, maintenance, and administration (Note 4)
Depreciation and amortization
Taxes, other than income taxes
Operating income
Foreign exchange gain
Net interest expense (Note 9)
Earnings before income taxes
Income tax expense (Note 5)
Net earnings
See accompanying notes.
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292,020
165,543
126,477
34,180
32,760
884
58,653
48
(1,347)
57,354
14,440
42,914

2013
218,886
98,484
120,402
33,390
30,258
597
56,157
(1,372)
54,785
13,944
40,841

COMBINED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands of Canadian dollars)

Year ended December 31
Net earnings

2014
42,914

Gains (losses) on derivatives designated as cash flow hedges,
net of tax(1)
Reclassification of losses on derivatives designated as
cash flow hedges to net earnings, net of tax(2)
Total other comprehensive income (loss) that will be reclassified
subsequently to net earnings
Total comprehensive income
(1) Net of income tax expense of $107 for the year ended December 31, 2014 (2013 - $93 recovery).
(2) Net of income tax recovery of $140 for the year ended December 31, 2014 (2013 - $nil).

See accompanying notes.
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321
420
741
43,655

2013
40,841
(277)
1
(276)
40,565

COMBINED STATEMENTS OF FINANCIAL POSITION
(in thousands of Canadian dollars)

As at December 31
Cash
Accounts receivable (Note 6)
Intercompany accounts receivable (Note 12)
Risk management assets (Note 6)
Due from related party (Note 12)
Long-term receivable
Property, plant, and equipment (Note 7)
Cost
Accumulated depreciation
Intangible assets (Note 8)
Deferred income tax assets (Note 5)
Total assets
Accounts payable and accrued liabilities
Intercompany accounts payable (Note 12)
Risk management liabilities (Note 6)
Current portion of decommissioning
and other provisions (Note 9)
Due to related party (Notes 12 and 14)
Decommissioning and other provisions (Note 9)
Deferred credits (Note 10)
Deferred income tax liabilities (Note 5)
Total liabilities
Net parental investment
Net parental investment
Accumulated other comprehensive income (loss)
Total net parental investment
Total liabilities and net parental investment
Commitments and contingencies (Note 13)
Subsequent event (Note 14)
See accompanying notes.
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2014
163
29,167
6
968
2,350
32,654
50

2013
30
22,907
85
23,022
57

551,413
(211,513)
339,900

546,027
(196,868)
349,159

28,600
303
401,507

29,436
1,157
402,831

12,591
1,414
225

8,603
3,113
250

372
105,148
119,750
20,987
1,330
31,779
173,846

1,240
110,848
124,054
18,247
1,466
31,079
174,846

227,128
533
227,661
401,507

228,193
(208)
227,985
402,831

COMBINED STATEMENTS OF CHANGES IN NET PARENTAL INVESTMENT
(in thousands of Canadian dollars)

Net parental
investment
Balance, December 31, 2012
Net earnings
Other comprehensive loss:
Net losses on derivatives designated as
cash flow hedges, net of tax
Total comprehensive income (loss)

68

227,140

40,841

-

40,841

-

(276)

40,841

(276)

(39,720)

Balance, December 31, 2013

228,193
42,914

Other comprehensive income:
Net gains on derivatives designated as
cash flow hedges, net of tax
Total comprehensive income

-

(39,720)
227,985
42,914

-

741

741

741

43,655

(43,979)

Balance, December 31, 2014

227,128
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(208)

(276)
40,565

42,914

Net transfers to Parent

See accompanying notes.

Total

227,072

Net transfers to Parent

Net earnings

Accumulated other
comprehensive
income (loss)

533

(43,979)
227,661

COMBINED STATEMENTS OF CASH FLOWS
(in thousands of Canadian dollars)
Year ended December 31

2014

2013

42,914
32,760
1,346
(1,561)
1,308
(84)
80
(210)
76,553
(3,523)
73,030

40,841
30,258
1,372
(1,282)
2,772
(726)
73,235
4,637
77,872

Additions to property, plant, and equipment (Note 7)
Additions to intangibles (Note 8)
Change in non-cash investing working capital balances
Cash flow used in investing activities
Financing activities

(20,504)
(364)
(20,868)

(31,339)
(31)
201
(31,169)

Net advances to related parties (Note 12)
Net transfers to Parent (Note 12)
Cash flow used in financing activities
Cash flow from (used in) operating, investing, and financing activities
Cash, beginning of year
Cash, end of year

(8,050)
(43,979)
(52,029)
133
30
163

(6,990)
(39,720)
(46,710)
(7)

13,132

11,172

Operating activities
Net earnings
Depreciation and amortization
Accretion of provisions (Note 9)
Decommissioning and restoration costs settled (Note 9)
Deferred income tax expense (Note 5)
Unrealized foreign exchange gain
Unrealized loss from risk management activities
Other non-cash items
Cash flow from operations before working capital changes
Change in non-cash operating working capital balances (Note 11)
Cash flow from operating activities
Investing activities

Cash taxes deemed paid
See accompanying notes.
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37
30

NOTES TO C OM BINE D FI NANCI AL S TATEM EN TS
(Tabular amounts in thousands of Canadian dollars, except as otherwise noted)
1. NATURE OF OPER ATI ONS AND B AS I S OF P RESE NTATI ON
A. Nature of Operations
The combined financial statements have been prepared for the facilities comprising the potential investment (the “Business”), which
consists of TransAlta’s Sarnia natural gas-fired facility, its Ragged Chute run-of-river hydro facility, and its Le Nordais wind farm, all
located in Eastern Canada. The Business is wholly owned by TransAlta Corporation (“TransAlta” or the “Parent”). The registered
office is located at 110-12th Avenue S.W., Calgary, Alberta, T2P 2M1.
B. Basis of Preparation
I. Statement of Compliance
The combined financial statements have been prepared in accordance with International Financial Reporting Standards (‘‘IFRS’’)
issued and effective for the year ended December 31, 2014 and the financial reporting framework specified in subsection 3.11 of
National Instrument 52-107 Acceptable Accounting Principles and Auditing Standards for carve-out financial statements.
The combined financial statements were authorized for issue by TransAlta’s Board of Directors on Nov. 18, 2015.
II. Basis of Measurement
The accompanying combined financial statements of the Business have been prepared from the historical accounting records of
TransAlta in anticipation of a potential investment transaction. These combined financial statements include the assets, liabilities,
and operations of the facilities which are owned directly or indirectly by TransAlta. Historically, combined financial statements have
not been prepared for the Business as it has not operated as a separate business. These combined financial statements reflect the
carve-out Combined Statements of Earnings, the Combined Statements of Comprehensive Income, the Combined Statements of
Financial Position, the Combined Statements of Changes in Net Parental Investment, and the Combined Statements of Cash Flows
in a manner consistent with how TransAlta managed the Business and as though the Business had been a separate entity for all
periods presented. All material assets and liabilities specifically identified to the Business have been presented in the separate
Combined Statements of Financial Position; all material revenues and expenses specifically attributable to the Business and
allocations of overhead expenses have been presented in the separate Combined Statements of Earnings and Combined
Statements of Comprehensive Income. Disclosures and allocations of expenses related to shared assets and liabilities and
overhead expenses have been allocated to the Business on a reasonable basis as described in Note 12. Transactions between
TransAlta and the Business have been identified as related party transactions. It is possible that the terms of the transactions with
TransAlta and its affiliates are not the same as those that would result from transactions among unrelated parties. In the opinion of
TransAlta’s management, all adjustments have been reflected that are necessary for a fair presentation of the separate combined
financial statements. Also, TransAlta’s management believes that the allocations have been made on a reasonable basis and have
been consistently applied for each period presented. The separate combined financial statements may not necessarily reflect the
financial position, results of operations, or cash flows that the Business might have had in the past had it existed as a separate
business during the periods presented.
The accounting policies that follow have been consistently applied to all years presented.
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2.

SI GNIFI CANT ACCOUNTI NG P OLI CIES

A. Relationship with Parent
TransAlta’s net investment in the Business is shown in lieu of shareholder’s equity in the financial statements as there was no share
ownership relationship between TransAlta and the Business (as the Business is not a separate legal entity). TransAlta’s net
investment in the Business is presented as ‘‘Net parental investment’’. Changes in net parental investment include net cash
transfers and other transfers to and from the Parent and the Business. TransAlta performs cash management and other treasury
related functions on a centralized basis for nearly all of its operating units, which includes the Business. Corporate and other support
and service costs have been allocated to the Business (see Note 12).
B. Revenue Recognition
The majority of the Business’ revenues are derived from the sale of physical power and steam.
Revenues are measured at the fair value of the consideration received or receivable.
Revenues under long-term electricity and steam contracts for the Business’ natural gas facility generally include the following
components: fixed capacity payments, energy payments for generation of electricity and steam, and a revenue sharing
arrangement. Revenue from long-term electricity contracts for wind and hydro facilities is earned for electrical energy delivered, at
prices as specified in such contracts.
Revenues are recognized when: i) output, delivery, or satisfaction of specific targets is achieved, all as governed by contractual
terms; ii) the amount of revenue can be measured reliably; iii) it is probable that the economic benefits will flow to the Business; and
iv) the costs incurred or to be incurred in respect of the transaction can be measured reliably.
Revenue from the sale of Renewable Energy Certificates (“RECs”) is recognized at the time of delivery to the purchasing party.
In certain situations, a long-term electricity contract may contain, or be considered, a lease. Revenues associated with non-lease
elements are recognized as outlined above. Revenues associated with leases are recognized as outlined in Note 2(H).
C. Functional Currency and Foreign Currency Translation
The Business’ functional currency is based on the currency of the primary economic environment in which it operates and is the
Canadian dollar. Transactions denominated in a currency other than the functional currency are translated at the exchange rate in
effect on the transaction date. The resulting exchange gains and losses are included in net earnings in the period in which they
arise.
D. Financial Instruments and Hedges
I. Financial Instruments
Financial assets and financial liabilities, including derivatives, are recognized on the Combined Statements of Financial Position
when the Business becomes a party to the contract. All financial instruments, except for certain non-financial derivative contracts
that meet the Business’ own use requirements, are measured at fair value upon initial recognition. Measurement in subsequent
periods depends on whether the financial instrument has been classified as: at fair value through profit or loss, available-for-sale,
held-to-maturity, loans and receivables, or other financial liabilities. Classification of the financial instrument is determined at
inception depending on the nature and purpose of the financial instrument.
Financial assets and financial liabilities classified as at fair value through profit or loss are measured at fair value with changes in fair
values recognized in net earnings. Financial assets classified as loans and receivables, and other financial liabilities, are measured
at amortized cost using the effective interest method of amortization.
Financial assets are assessed for impairment on an ongoing basis and at each reporting date. An impairment may exist if an
incurred loss event has arisen that has an impact on the recoverability of the financial asset. Factors that may indicate an incurred
loss event and related impairment may exist include, for example: a debtor is experiencing significant financial difficulty, or a debtor
has or it is probable that they will enter bankruptcy or other financial reorganization. The carrying amount of financial assets, such
as receivables, is reduced for impairment losses through the use of an allowance account, and the loss is recognized in net
earnings.
Financial assets are derecognized when the contractual rights to receive cash flows expire. Financial liabilities are derecognized
when the obligation is discharged, cancelled, or expired.
Financial assets and financial liabilities are offset and the net amount is reported in the Combined Statements of Financial Position if
there is a currently enforceable legal right to offset the recognized amounts and there is an intention to settle on a net basis or to
realize the assets and settle the liabilities simultaneously.
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Changes in the fair values of derivative instruments are recognized in net earnings with the exception of the effective portion of
derivatives designated as cash flow hedges which is recognized in Other Comprehensive Income (Loss) (“OCI”). Derivatives used
in commodity and other risk management activities are described in more detail in Note 6.
Transaction costs are expensed as incurred for financial instruments classified or designated as at fair value through profit or loss.
II. Hedges
Where hedge accounting can be applied and the Business chooses to seek hedge accounting treatment, a hedge relationship is
designated. A hedging relationship qualifies for hedge accounting if, at inception, it is formally designated and documented as a
hedge, and the hedge is expected to be highly effective at inception and on an ongoing basis. The documentation includes
identification of the hedging instrument and hedged item or transaction, the nature of the risk being hedged, the Business’ risk
management objectives and strategy for undertaking the hedge, and how hedge effectiveness will be assessed. The process of
hedge accounting includes linking derivatives to specific recognized assets and liabilities or to specific firm commitments or highly
probable anticipated transactions.
The Business formally assesses, both at the hedge’s inception and on an ongoing basis, whether the derivatives used are highly
effective in offsetting changes in fair values or cash flows of hedged items. If hedge criteria are not met or the Business does not
apply hedge accounting, the derivative is accounted for on the Combined Statements of Financial Position at fair value, with
subsequent changes in fair value recorded in net earnings in the period of change.
In a cash flow hedging relationship, the effective portion of the change in the fair value of the hedging derivative is recognized in OCI
while any ineffective portion is recognized in net earnings. Hedge effectiveness is achieved if the derivative’s cash flows are highly
effective at offsetting the cash flows of the hedged item and the timing of the cash flows is similar. All components of each
derivative’s change in fair value are included in the assessment of cash flow hedge effectiveness. If hedge accounting is
discontinued, the amounts previously recognized in Accumulated Other Comprehensive Income (Loss) (“AOCI”) are reclassified to
net earnings during the periods when the variability in the cash flows of the hedged item affects net earnings. Gains and losses on
derivatives are reclassified to net earnings from AOCI immediately when the forecasted transaction is no longer expected to occur
within the time period specified in the hedge documentation.
E. Property, Plant, and Equipment
The Business’ investment in property, plant, and equipment (“PP&E”) is initially measured at the original cost of each component at
the time of construction, purchase, or acquisition. A component is a tangible portion of an asset that can be separately identified
and depreciated over its own expected useful life, and is expected to provide a benefit for a period in excess of one year. Original
cost includes items such as materials, labour, borrowing costs, and other directly attributable costs, including the initial estimate of
the cost of decommissioning and restoration. Costs are recognized as PP&E assets if it is probable that future economic benefits
will be realized and the cost of the item can be measured reliably.
The cost of major spare parts is capitalized and classified as PP&E, as these items can only be used in connection with an item of
PP&E.
Planned maintenance is performed on gas facilities at regular intervals. Planned major maintenance includes inspection, repair, and
maintenance of existing components, and the replacement of existing components. Costs incurred for planned major maintenance
activities are capitalized in the period maintenance activities occur and are amortized on a straight-line basis over the term until the
next major maintenance event. Expenditures incurred for the replacement of components during major maintenance are capitalized
and amortized over the estimated useful life of such components.
The cost of routine repairs and maintenance and the replacement of minor parts are charged to net earnings as incurred.
Subsequent to initial recognition and measurement at cost, all classes of PP&E continue to be measured using the cost model and
are reported at cost less accumulated depreciation and impairment losses, if any.
An item of PP&E or a component is derecognized upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition is included in net earnings when the asset is derecognized.
The estimate of the useful lives of each component of PP&E is based on current facts and past experience, and takes into
consideration existing long-term sales agreements and contracts, current and forecasted demand, and the potential for
technological obsolescence. The useful life is used to estimate the rate at which the component of PP&E is depreciated. PP&E
assets are subject to depreciation when the asset is considered to be available for use, which is typically upon commencement of
commercial operations. Each significant component of an item of PP&E is depreciated to its residual value over its estimated useful
life, using the straight-line method. Estimated useful lives, residual values, and depreciation methods are reviewed annually and are
subject to revision based on new or additional information. The effect of a change in useful life, residual value, or depreciation
method is accounted for prospectively.

C-11

Estimated useful lives of the components of depreciable assets, categorized by asset class, are as follows:
Gas generation
Renewable generation
Capital spares and other

1-30 years
5-20 years
5-20 years

F. Intangible Assets
Intangible assets acquired in a business combination are recognized separately from goodwill at their fair value at the date of
acquisition. Intangible assets acquired separately are recognized at cost. Internally generated intangible assets arising from
development projects are recognized when certain criteria related to the feasibility of internal use or sale, and probable future
economic benefits of the intangible asset, are demonstrated. Intangible assets are initially recognized at cost, which is comprised of
all directly attributable costs necessary to create, produce, and prepare the intangible asset to be capable of operating in the
manner intended by management.
Subsequent to initial recognition, intangible assets continue to be measured using the cost model, and are reported at cost less
accumulated amortization and impairment losses, if any. Amortization is included in depreciation and amortization in the Combined
Statements of Earnings.
Amortization commences when the intangible asset is available for use, and is computed on a straight-line basis over the intangible
asset’s estimated useful life. Estimated useful lives of intangible assets may be determined, for example, with reference to the term
of the related contract. The estimated useful lives and amortization methods are reviewed annually with the effect of any changes
being accounted for prospectively.
Intangible assets consist of a power sale contract with fixed prices higher than market prices at the date of acquisition and software.
Estimated useful lives of intangible assets are as follows:
Software
Power contract

3-10 years
28 years

G. Impairment of Tangible and Intangible Assets
At the end of each reporting period, the Business assesses whether there is any indication that PP&E and finite life intangible assets
are impaired.
Factors that could indicate that an impairment exists include: significant underperformance relative to historical or projected
operating results; significant changes in the manner in which an asset is used, or in the Business’ overall business strategy; or
significant negative industry or economic trends. In some cases, these events are clear. However, in many cases, a clearly
identifiable event indicating possible impairment does not occur. Instead, a series of individually insignificant events occurs over a
period of time leading to an indication that an asset may be impaired.
The Business’ operations, the market, and business environment are routinely monitored, and judgments and assessments are
made to determine whether an event has occurred that indicates a possible impairment. If such an event has occurred, an estimate
is made of the recoverable amount of the asset. Recoverable amount is the higher of an asset’s fair value less costs of disposal
and its value in use. Fair value is the price that would be received to sell an asset in an orderly transaction between market
participants at the measurement date. In determining fair value, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation model such as discounted cash flows is used. Value in use is the present
value of the estimated future cash flows expected to be derived from the asset from its continued use and ultimate disposal by the
Business. If the recoverable amount is less than the carrying amount of the asset, an impairment loss is recognized in net earnings,
and the asset’s carrying amount is reduced to its recoverable amount.
At each reporting date, an assessment is made whether there is any indication that an impairment loss previously recognized may
no longer exist or may have decreased. If such indication exists, the recoverable amount of the asset is estimated and the
impairment loss previously recognized is reversed if there has been an increase in the recoverable amount. Where an impairment
loss is subsequently reversed, the carrying amount of the asset is increased to the lesser of the revised estimate of its recoverable
amount or the carrying amount that would have been determined (net of depreciation) had no impairment loss been recognized
previously. A reversal of an impairment loss is recognized in net earnings.
H. Leases
Where the Business determines that the contractual provisions of a contract contain, or are, a lease and result in the Business
retaining the principal risks and rewards of ownership of the asset, the arrangement is an operating lease. For operating leases, the
asset is, or continues to be, capitalized as PP&E and depreciated over its useful life. Rental income, including contingent rent, from
operating leases is recognized over the term of the arrangement and is reflected in revenue on the Combined Statements of
Earnings. Contingent rent may arise when payments due under the contract are not fixed in amount but vary based on a future
factor such as the amount of use or production.
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I. Income Taxes
TransAlta’s historic consolidated financial statements included the operations of the Business. For purposes of these carve-out
financial statements, the Business’ taxes are computed and reported on a ‘‘separate return’’ basis. Income taxes as presented
herein allocate current and deferred income taxes of TransAlta to the Business in a manner that is systematic, rational, and
consistent with the asset and liability method prescribed by IFRS. Accordingly, differences can arise between the tax expense and
taxes paid related to the Business and the sum of the amounts allocated to the carve-out tax provisions may not equal the historical
consolidated provision reported by TransAlta. Where current income taxes payable have been computed for the Business, these
amounts have been deemed paid in the period in which the taxes arose by a contribution from the parent. Under the separate
return method, deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between
the financial statement carrying amounts of existing assets and liabilities and their respective tax bases for and operating loss carry
forwards.
Income tax expense comprises current and deferred tax. Current tax is the expected tax payable or receivable on the taxable
income or loss for the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years. Deferred tax is recognized in respect of temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at
the tax rates that are expected to be applied to temporary differences when they reverse, based on the laws that have been enacted
or substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to
offset current tax liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity,
or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities
will be realized simultaneously. A deferred tax asset is recognized for unused tax losses, tax credits, and deductible temporary
differences, to the extent that it is probable that future taxable profits will be available against which they can be utilized. Deferred
tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realized.
J. Provisions
Provisions are recognized when the Business has a present obligation (legal or constructive) as a result of a past event, it is
probable that the Business will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. A legal obligation can arise through a contract, legislation, or other operation of law. A constructive obligation arises
from an entity’s actions whereby through an established pattern of past practice, published policies, or a sufficiently specific current
statement, the entity has indicated it will accept certain responsibilities and has thus created a valid expectation that it will discharge
those responsibilities. The amount recognized as a provision is the best estimate, remeasured at each period-end, of the
expenditures required to settle the present obligation, considering the risks and uncertainties associated with the obligation. Where
expenditures are expected to be incurred in the future, the obligation is measured at its present value using a current
market-based, risk-adjusted interest rate.
The Business records a decommissioning and restoration provision for all generating facilities for which it is legally or constructively
required to remove the facilities at the end of their useful lives and restore the plant sites. Initial decommissioning provisions are
recognized at their present value when incurred. Each reporting date, the Business determines the present value of the provision
using the current discount rates that reflect the time value of money and associated risks. The Business recognizes the initial
decommissioning and restoration provisions, as well as changes resulting from revisions to cost estimates and period-end revisions
to the market-based, risk-adjusted discount rate, as a cost of the related PP&E (see Note 2(E)). The accretion of the net present
value discount is charged to net earnings each period and is included in net interest expense.
K. Renewable Energy Certificates (“RECs”) Inventory
RECs are recorded as inventory at cost. Those internally generated by the Business are recorded at nil.
L. Significant Accounting Judgments and Key Sources of Estimation Uncertainty
The preparation of combined financial statements requires management to make judgments, estimates and assumptions that could
affect the reported amounts of assets, liabilities, revenues, expenses, and disclosures of contingent assets and liabilities during the
period. These estimates are subject to uncertainty. Actual results could differ from those estimates due to factors such as
fluctuations in interest rates, foreign exchange rates, inflation and commodity prices, and changes in economic conditions,
legislation, and regulations.
In the process of applying the Business’ accounting policies, management has to make judgments and estimates about matters that
are highly uncertain at the time the estimate is made and that could significantly affect the amounts recognized in the combined
financial statements. Different estimates with respect to key variables used in the calculations, or changes to estimates, could
potentially have a material impact on the Business’ financial position or performance.
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The key judgments and sources of estimation uncertainty are described below:
I. Impairment of PP&E
Impairment exists when the carrying amount of an asset exceeds its recoverable amount, which is the higher of its fair value less
costs of disposal and its value in use. An assessment is made at each reporting date as to whether there is any indication that an
impairment loss may exist or that a previously recognized impairment loss may no longer exist or may have decreased. In
determining fair value less costs of disposal, information about third-party transactions for similar assets is used and if none is
available, other valuation techniques, such as discounted cash flows, are used. Value in use is computed using the present value of
management’s best estimates of future cash flows based on the current use and present condition of the asset. In estimating either
fair value less costs of disposal or value in use using discounted cash flow methods, estimates and assumptions must be made
about sales prices, cost of sales, production, fuel consumed, capital expenditures, retirement costs, and other related cash inflows
and outflows over the expected remaining life of the facilities, which ranges from 14 to 19 years. In developing these assumptions,
management uses estimates of contracted and future market prices based on expected market supply and demand in the region in
which the plant operates, anticipated production levels, planned and unplanned outages, changes to regulations, and transmission
capacity or constraints for the remaining life of the facilities. Discount rates are determined by employing a weighted average cost
of capital methodology that is based on capital structure, cost of equity, and cost of debt assumptions based on comparable
companies with similar risk characteristics and market data as the asset subject to the test. These estimates and assumptions are
susceptible to change from period to period and actual results can, and often do, differ from the estimates, and can have either a
positive or negative impact on the estimate of the impairment charge, and may be material.
II. Income Taxes
Preparation of the combined financial statements involves determining an estimate of, or provision for, income taxes in each of the
jurisdictions in which the Business operates. The process also involves making an estimate of income taxes currently payable and
income taxes expected to be payable or recoverable in future periods, referred to as deferred income taxes. Deferred income taxes
result from the effects of temporary differences due to items that are treated differently for tax and accounting purposes. The tax
effects of these differences are reflected in the Combined Statements of Financial Position as deferred income tax assets and
liabilities. An assessment must also be made to determine the likelihood that the Business’ future taxable income will be sufficient
to permit the recovery of deferred income tax assets. To the extent that such recovery is not probable, deferred income tax assets
must be reduced. Management uses the Business’ long-range forecasts as a basis for evaluation of recovery of deferred income
tax assets. Management must exercise judgment in its assessment of continually changing tax interpretations, regulations, and
legislation to ensure deferred income tax assets and liabilities are complete and fairly presented. Differing assessments and
applications than the Business’ estimates could materially impact the amounts recognized for deferred income tax assets and
liabilities.
III. Provisions for Decommissioning and Restoration Activities
The Business recognizes provisions for decommissioning and restoration obligations as outlined in Note 2(J) and Note 9. Initial
decommissioning provisions, and subsequent changes thereto, are determined using the Business’ best estimate of the required
cash expenditures, adjusted to reflect the risks and uncertainties inherent in the timing and amount of settlement. The estimated
cash expenditures are present valued using a current, risk-adjusted, market-based, pre-tax discount rate. A change in estimated
cash flows, market interest rates, or timing could have a material impact on the carrying amount of the provision.
IV. Useful Life of PP&E
Each significant component of an item of PP&E is depreciated over its estimated useful life. Estimated useful lives are determined
based on current facts and past experience, and take into consideration the anticipated physical life of the asset, existing long-term
sales agreements and contracts, current and forecasted demand, the potential for technological obsolescence, and regulations.
The useful lives of PP&E are reviewed at least annually to ensure they continue to be appropriate.
V. Allocation of Costs
Costs allocated to the Business include, but are not limited to: corporate and business accounting, human resources, government
affairs, information technology, shared real estate expenses, treasury, pension and other post-employment benefits, legal, and other
administrative and support costs. These costs are included in operations, maintenance, and administration (‘‘OM&A’’) expenses in
the Combined Statements of Earnings. The costs were allocated to the Business based on net installed capacity or specific revenue
measures. These expenses may have been different had the Business been a separate entity during the periods presented.
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3.

ACCOUNTING CHANGES

Accounting standards that have been previously issued by the International Accounting Standards Board (“IASB”), but are not yet
effective and have not been applied by the Business, include:
I. IFRS 9 Financial Instruments
In July 2014, on completion of the impairment phase of the project to reform accounting for financial instruments and replace IAS 39
Financial Instruments: Recognition and Measurement, the IASB issued the final version of IFRS 9 Financial Instruments. IFRS 9
includes guidance on the classification and measurement of financial assets and financial liabilities, impairment of financial assets
(i.e. recognition of credit losses), and a new hedge accounting model.
Under the classification and measurement requirements for financial assets, financial assets must be classified and measured at
either amortized cost or at fair value through profit or loss or through OCI, depending on the basis of the entity’s business model for
managing the financial asset and the contractual cash flow characteristics of the financial asset.
The classification requirements for financial liabilities are unchanged from IAS 39. IFRS 9 requirements address the problem of
volatility in net earnings arising from an issuer choosing to measure certain liabilities at fair value and require that the portion of the
change in fair value due to changes in the entity’s own credit risk be presented in OCI, rather than within net earnings.
The new general hedge accounting model is intended to be simpler and more closely focus on how an entity manages its risks,
replaces the IAS 39 effectiveness testing requirements with the principle of an economic relationship, and eliminates the
requirement for retrospective assessment of hedge effectiveness.
The new requirements for impairment of financial assets introduce an expected loss impairment model that requires more timely
recognition of expected credit losses. IAS 39 impairment requirements are based on an incurred loss model where credit losses are
not recognized until there is evidence of a trigger event.
IFRS 9 is effective for annual periods beginning on or after Jan. 1, 2018 with early application permitted. The Business is assessing
the impact of adopting this standard.
II. IFRS 15 Revenue from Contracts with Customers
In May 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers, which replaces existing revenue recognition
guidance with a single comprehensive accounting model. The model specifies that an entity recognizes revenue when it transfers
promised goods or services to customers in an amount that reflects the consideration to which it expects to be entitled in exchange
for those goods or services. IFRS 15 is effective for annual reporting periods beginning on or after Jan. 1, 2018 with early
application permitted. The Business is assessing the impact of adopting this standard.
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4.

EXPENSES BY NATURE

Expenses classified by nature are as follows:

Year ended Dec. 31

2014

Fuel and other
costs of sales
Fuel

2013

Operations,
maintenance, and
administration

Fuel and other
costs of sales

Operations,
maintenance, and
administration

163,075

-

97,291

-

1,753

-

689

-

Purchased power

715

-

504

-

Salaries and benefits

-

15,716

-

15,043

Other operating expenses

-

18,464

-

18,347

34,180

98,484

33,390

Royalties, lease, and other costs

Total

165,543
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5.

INCOME TAXES

A. Combined Statements of Earnings
I. Rate Reconciliations
Year ended Dec. 31
Earnings before income taxes
Statutory Canadian federal and provincial income tax rate (%)
Expected income tax expense

2014

2013

57,354

54,785

25.2

25.2

14,453

13,806

Increase (decrease) in income taxes resulting from:
(13)

138

Income tax expense

14,440

13,944

Effective tax rate (%)

25.2

25.5

Other

II. Components of Income Tax Expense
The components of income tax expense are as follows:
Year ended Dec. 31
Current income tax expense(1)

2014

2013

13,132

11,172

Deferred income tax expense related to the
origination and reversal of temporary differences

1,308

2,772

Income tax expense

14,440

13,944

(1) Current income taxes computed as payable for the Business have been deemed paid in the period in
which the taxes arose by a contribution from the parent.

B. Combined Statements of Changes in Net Parental Investment
The deferred income tax related to items charged or credited to other comprehensive income is as follows:

Year ended Dec. 31

2014

2013

(33)

(93)

(33)

(93)

Income tax recovery related to:
Net impact related to cash flow hedges
Income tax recovery
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C. Combined Statements of Financial Position
Significant components of the Business’ deferred income tax assets (liabilities) are as follows:
As at Dec. 31

2014

Net operating loss carryforwards(1)

11,921

Future decommissioning and restoration costs
Property, plant, and equipment
Risk management assets and liabilities, net

5,366

4,883

(48,582)

(45,173)

(181)

Net deferred income tax liability

2013
10,306

(31,476)

62
(29,922)

(1) The net operating losses expire between 2032 and 2034.

The net deferred income tax liability is presented in the Combined Statements of Financial Position as follows:

As at Dec. 31

2014

2013

Deferred income tax assets(1)

303

1,157

Deferred income tax liabilities

(31,779)

(31,079)

Net deferred income tax liability

(31,476)

(29,922)

(1) The deferred income tax assets presented on the Combined Statements of Financial Position are recoverable based
on estimated future earnings and tax planning strategies. The assumptions used in the estimate of future earnings are
based on the Parent’s long-range forecasts.
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6.

FINANCIAL INSTRUMENT S AND RISK MANAGEMENT ACTIVITIES

A. Financial Assets and Liabilities – Classification and Measurement
Financial assets and financial liabilities are measured on an ongoing basis at cost, fair value, or amortized cost (see Note 2(D)).
The following table outlines the carrying amounts and classifications of the financial assets and liabilities:
Carrying value as at Dec. 31, 2014
Derivatives
used for
hedging

Derivatives
classified as
held for
trading

Loans and
receivables

Other
financial
liabilities

Total

Financial assets
Cash

-

-

163

-

163

Accounts receivable

-

-

29,167

-

29,167

Intercompany accounts receivable

-

-

6

-

6

882

86

-

-

968

Long-term receivable

-

-

50

-

50

Due from related party

-

-

2,350

-

2,350

Accounts payable and accrued liabilities

-

-

-

12,591

12,591

Intercompany accounts payable

-

-

-

1,414

1,414

143

82

-

-

225

-

-

-

105,148

105,148

Current risk management assets

Financial liabilities

Current risk management liabilities
Due to related party

Carrying value as at Dec. 31, 2013
Derivatives
used for
hedging

Derivatives
classified as
held for
trading

Loans and
receivables

Other
financial
liabilities

Total

Financial assets
Cash

-

-

30

-

30

Accounts receivable

-

-

22,907

-

22,907

Intercompany accounts receivable

-

-

85

-

85

Long-term receivable

-

-

57

-

57

Financial liabilities
Accounts payable and accrued liabilities

-

-

-

8,603

8,603

Intercompany accounts payable

-

-

-

3,113

3,113

250

-

-

-

250

-

-

-

110,848

110,848

Current risk management liabilities
Due to related party
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B. Fair Value of Financial Instruments
The fair value of a financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Fair values can be determined by reference to prices for that
instrument in active markets to which the Business has access. In the absence of an active market, the Business determines fair
values based on valuation models or by reference to other similar products in active markets.
Fair values determined using valuation models require the use of assumptions. In determining those assumptions, the Business
looks primarily to external readily observable market inputs. However, if not available, the Business uses inputs that are not based
on observable market data.
I. Levels I, II, and III Fair Value Measurements
The Level I, II, and III classifications in the fair value hierarchy utilized by the Business are defined below. The fair value
measurement of a financial instrument is included in only one of the three levels, the determination of which is based on the lowest
level input that is significant to the derivation of the fair value.
a. Level I
Fair values are determined using inputs that are quoted prices (unadjusted) in active markets for identical assets or liabilities.
b. Level II
Fair values are determined, directly or indirectly, using inputs that are observable for the asset or liability.
Fair values falling within the Level II category are determined through the use of quoted prices in active markets, which in some
cases are adjusted for factors specific to the asset or liability, such as basis, credit valuation, and location differentials. The
Business’ commodity risk management Level II financial instruments include over-the-counter derivatives with values based on
observable commodity futures curves and derivatives with inputs validated by broker quotes or other publicly available market data
providers. Level II fair values are also determined using valuation techniques, such as option pricing models and regression or
extrapolation formulas, where the inputs are readily observable, including commodity prices for similar assets or liabilities in active
markets, and implied volatilities for options.
In determining Level II fair values of other risk management assets and liabilities the Business uses observable inputs other than
unadjusted quoted prices that are observable for the asset or liability, such as interest rate yield curves and currency rates. For
certain financial instruments where insufficient trading volume or lack of recent trades exists, the Business relies on similar interest
or currency rate inputs and other third-party information such as credit spreads.
c. Level III
Fair values are determined using inputs for the asset or liability that are not readily observable.
II. Commodity and Other Risk Management Assets and Liabilities
Commodity risk management assets and liabilities include risk management assets and liabilities that are used to hedge the
variability in future cash flows from natural gas purchases and power sales. On asset backed physical transactions, the Business’
policy is to seek own use contract status or hedge accounting treatment. For positions and economic hedges that do not meet
hedge accounting requirements or were not designated as effective hedges and for short-term optimization transactions such as
buybacks entered into to offset existing hedge positions, these transactions are marked to the market value with changes in market
prices associated with these transactions affecting net earnings in the period in which the price change occurs.
Other risk management assets and liabilities primarily include risk management assets and liabilities that are used in hedging
foreign exchange exposures on natural gas purchases and other foreign currency derivatives not designated as hedges.
All of the commodity and other risk management assets and liabilities are classified as Level II fair value measurements.
C. Cash Flow Hedges
I. Commodity Risk Management
The Business’ outstanding commodity derivative instruments designated as hedging instruments are as follows:
As at Dec. 31

Type (thousands)
Natural gas (GJ)

2014
Notional
amount
sold

2013
Notional
amount
purchased

963

-
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Notional
amount
sold
963

Notional
amount
purchased
-

II. Foreign Currency Rate Risk Management
The Business uses foreign exchange forward contracts to hedge a portion of its US-denominated natural gas purchases as follows:
As at Dec. 31

2014

2013

Notional
amount
sold

Notional
amount
purchased

Fair value
liability

USD3,531

CAD3,970

(143)

Maturity
2015

Notional
amount
sold

Notional
amount
purchased

Fair value
liability

Maturity

USD3,695

CAD3,838

(110)

2014

III. Non-Hedges
The Business enters into various derivative transactions as well as other contracting activities that do not qualify for hedge
accounting or where a choice was made not to apply hedge accounting. As a result, the related assets and liabilities are classified
as held for trading. The net realized and unrealized gains or losses from changes in the fair value of these derivatives are reported
in net earnings in the period the change occurs.
a.

Commodity Risk Management

As at Dec. 31

2014
Notional
amount
sold

Type (thousands)

2013
Notional
amount
purchased

Notional
amount
sold

Notional
amount
purchased

Electricity (MWh)

126

-

-

60

Natural gas (GJ)

572

1,066

-

-

b.

Other Non-Hedge Derivatives – Foreign Exchange Forward Contracts

As at Dec. 31

2014

Notional
amount
sold

Notional
amount
purchased

CAD2,350

USD2,098

2013

Fair value
asset
86

Maturity
2015
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Notional
amount
sold
-

Notional
amount
purchased
-

Fair value
asset
-

Maturity
-

D. Nature and Extent of Risks Arising from Financial Instruments
The following discussion is limited to the nature and extent of risks arising from financial instruments.
I. Market Risk
a. Commodity Price Risk
The Business has exposure to changes in certain commodity prices related to its electricity generation, including the market price of
electricity and natural gas fuel used to produce electricity. The Business’ electricity generation and related fuel supply contracts are
considered to be contracts for delivery or receipt of a non-financial item in accordance with the Business’ expected own use
requirements and are not considered to be financial instruments. As such, the discussion related to commodity price risk is limited
to commodity derivatives used in hedging relationships associated with natural gas purchases and commodity derivatives not
designated in hedging relationships.
TransAlta undertakes commodity risk management activities on behalf of the Business and utilizes various commodity contracts to
manage the commodity price risk associated with electricity generation and fuel purchases, as considered appropriate. TransAlta
has a Commodity Exposure Management Policy that is prepared and approved annually, which outlines the intended hedging
strategies associated with the Business' generation assets and related commodity price risks. Controls also include restrictions on
authorized instruments, management reviews on individual portfolios, and approval of asset transactions that could add potential
volatility to reported net earnings. TransAlta uses Value at Risk ("VaR") as a metric to track and manage the market risk associated
with derivative instruments. A VaR measure gives, for a specific confidence level, an estimated maximum pre-tax loss that could be
incurred over a specific period of time. VaR is estimated using the variance - covariance approach, using a three-day period and a
95 percent confidence level. The use of a VaR measure has certain inherent limitations. The use of historical information in the
estimate assumes that price movements in the past will be indicative of future market risk. As such, it may only be meaningful
under normal market conditions. Extreme market events are not addressed by this risk measure. In addition, the use of a three-day
measurement period implies that the positions can be unwound within three days, although this may not be possible if the market
becomes illiquid. TransAlta recognizes the limitations of VaR and actively uses other controls, including restrictions on authorized
instruments, volumetric and term limits, stress-testing of individual portfolios, and management reviews if loss limits are triggered.
VaR at Dec. 31, 2014 associated with the Business' commodity derivatives used in cash flow hedging activities was $202 thousand
(2013 - $138 thousand). Changes in market prices associated with these cash flow hedges do not affect net earnings in the period
in which the price change occurs. Instead, changes in fair value are deferred until settlement through AOCI, at which time the net
gain or loss resulting from the combination of the hedging instrument and hedged item affects net earnings.
VaR at Dec. 31, 2014 associated with the Business' non-hedge commodity derivatives was $236 thousand (2013 - nil). Changes in
market prices associated with these non-hedge derivatives affect net earnings in the period in which the price change occurs.
b. Currency Rate Risk
The Business has exposure the US dollar primarily as a result of natural gas purchases denominated in US dollars.
The foreign currency risk sensitivities outlined below are limited to the risks that arise on financial instruments denominated in
currencies other than the functional currency.
The possible effect on net earnings and OCI, due to changes in foreign exchange rates associated with financial instruments
denominated in currencies other than the Business’ functional currency, is outlined below. The sensitivity analysis has been
prepared using management’s assessment that an average four cent (2013 - five cent) increase or decrease in the US dollar
relative to the Canadian dollar is a reasonable potential change over the next quarter.

Year ended Dec. 31
Currency
USD

2014
Net earnings
increase(1)
84

OCI loss(1)
(141)

2013
Net earnings
increase(1)

OCI gain(1)

-

(1) These calculations assume an increase in the value of the US dollar relative to the Canadian dollar. A decrease would have the
opposite effect.
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(185)

II. Credit Risk
Credit risk is the risk that customers or counterparties will cause a financial loss for the Business by failing to discharge their
obligations, and the risk to the Business associated with changes in creditworthiness of entities with which commercial exposures
exist. The Business actively manages its exposure to credit risk by assessing the ability of counterparties to fulfill their obligations
under the related contracts prior to entering into such contracts. The Business makes detailed assessments of the credit quality of
all counterparties and, where appropriate, obtains corporate guarantees, cash collateral, and/or letters of credit to support the
ultimate collection of these receivables.
The Business uses external credit ratings, as well as internal ratings in circumstances where external ratings are not available, to
establish credit limits for customers. The following table outlines the distribution, by credit rating, of accounts receivable as at
Dec. 31, 2014:
(Per cent)

Investment grade

Non-investment grade

Total

34

66

100

Accounts receivable

The Business’ maximum exposure to credit risk at Dec. 31, 2014, without taking into account right of set-off, is represented by the
current carrying amounts of accounts receivable, intercompany accounts receivable, and risk management assets as per the
Combined Statements of Financial Position.
At Dec. 31, 2014, the Business had two customers whose outstanding balances each accounted for greater than 10 per cent of the
total trade receivables outstanding. The Business has evaluated the risk of default related to these customers to be minimal.
III. Liquidity Risk
Liquidity risk relates to the Business’ ability to access capital to be used for hedging, capital projects and general purposes.
The Business manages its liquidity risk associated with its financial liabilities by utilizing cash flow generated from operations and
borrowing arrangements with TransAlta.
A maturity analysis of the Business’ net financial liabilities, as at Dec. 31, 2014, is as follows:

2015
Accounts payable and accrued liabilities
Intercompany accounts payable
Net risk management (assets) liabilities
Due to related party
Total

(1)

2016 and
thereafter

12,591
1,414
(743)

-

12,591

-

1,414

-

105,148
118,410

(1) Amounts due to related party are due on demand. The parties to which these
amounts are due have not given any indication that they intend to demand
repayment.
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Total

(743)
105,148

-

118,410

7.

PROPERTY, PLANT, AND EQUIPMENT

A reconciliation of the changes in the carrying amount of property, plant, and equipment is as follows:

Land

Gas
generation

Renewable
generation

Assets under Capital spares
construction
and other(1)

Total

Cost
As at Dec. 31, 2012
Additions

6,396
(250)

414,486

82,306

5,734

17,767

526,689

18

735

23,029

7,807

31,339

(563)

-

-

(7,365)

(61)

-

-

(61)

215

-

-

Disposals and retirements

-

Impairment charge(2)

-

Revisions to decommissioning costs

-

Transfers

-

13,854

1,163

As at Dec. 31, 2013

(6,802)
(147)

(14,100)

(5,560)

68
(4,643)

6,146

421,409

83,795

14,663

20,014

546,027

Additions

-

-

47

19,697

760

20,504

Disposals and retirements

-

(936)

-

-

Impairment reversal(2)

-

-

61

-

-

61

Revisions to decommissioning costs

-

2,007

154

-

-

2,161

Transfers
As at Dec. 31, 2014

(5,179)

(6,115)

-

3,068

3,102

(12,881)

(4,514)

(11,225)

6,146

421,305

86,223

21,479

16,260

551,413

Accumulated depreciation
As at Dec. 31, 2012

-

169,096

11,246

-

-

180,342

Depreciation

-

22,318

4,408

-

-

26,726

Disposals and retirements

-

(5,417)

-

-

(5,504)

Transfers

-

(4,696)

-

-

-

As at Dec. 31, 2013

-

181,301

15,567

-

-

196,868

Depreciation

-

25,358

4,662

-

-

30,020

Disposals and retirements

-

(4,847)

-

-

(5,059)

Impairment reversal(2)

-

4

-

-

Transfers

-

(10,320)

-

-

-

(10,320)

As at Dec. 31, 2014

-

191,492

20,021

-

-

211,513

As at Dec. 31, 2012

6,396

245,390

71,060

5,734

17,767

346,347

As at Dec. 31, 2013

6,146

240,108

68,228

14,663

20,014

349,159

As at Dec. 31, 2014

6,146

229,813

66,202

21,479

16,260

339,900

-

(87)

(212)

(4,696)

4

Carrying amount

(1) Includes major spare parts and stand-by equipment available, but not in service, and spare parts used for routine, preventative, or planned
maintenance.
(2) Impairment charge and reversal are presented within depreciation and amortization on the Combined Statements of Earnings.

The Business leases its Ragged Chute hydro facility under a lease with Ontario Power Generation Inc. (“OPG”). The lease expires
on June 30, 2029. OPG has an option to terminate the lease any time after June 30, 2024 by providing 12 months written notice.
Should the OPG exercise this option, it is required to pay to the Business an amount equal to three times the then net carrying
amount of the Ragged Chute hydro generating station. On expiry of the lease (if not terminated previously), and upon performance
of certain obligations, the terms of the agreement require a payment in the amount of $6,600 thousand be made by the OPG to the
Business.
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8.

INTANGIBLE ASSETS

A reconciliation of the changes in the carrying amount of intangible assets is as follows:

Software
and other

Power
contract

Total

Cost
As at Dec. 31, 2012
Additions
As at Dec. 31, 2013
Transfers
As at Dec. 31, 2014

2,540

35,358

37,898

31

-

31

2,571

35,358

37,929

904

-

904

3,475

35,358

38,833

2,164

4,666

6,830

Accumulated amortization
As at Dec. 31, 2012
Amortization

200

1,463

1,663

2,364

6,129

8,493

277

1,463

1,740

2,641

7,592

10,233

As at Dec. 31, 2012

376

30,692

31,068

As at Dec. 31, 2013

207

29,229

29,436

As at Dec. 31, 2014

834

27,766

28,600

As at Dec. 31, 2013
Amortization
As at Dec. 31, 2014

Carrying amount
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9.

DECOMMISSIONING AND OTHER PROVISIONS

The change in the balances is as follows:

Balance, Dec. 31, 2012
Liabilities incurred
Liabilities settled
Accretion
Revisions in discount rates
Revisions in estimates
Balance, Dec. 31, 2013
Liabilities incurred
Liabilities settled
Accretion
Revisions in estimates
Revisions in discount rates
Reversals
Balance, Dec. 31, 2014

Decommissioning and
restoration
19,235
(1,282)
1,372
68
19,393
(1,561)
1,346
2,161
21,339

Other
provisions
786
94
(629)
(157)
94
50
(30)
(94)
20

Total
20,021
94
(1,911)
1,372
68
(157)
19,487
50
(1,561)
1,346
(30)
2,161
(94)
21,359

Balance, Dec. 31, 2013
Current portion
Non-current portion
Balance, Dec. 31, 2014
Current portion
Non-current portion

Decommissioning and
restoration
19,393
1,146
18,247
21,339
352
20,987

Other
provisions
94
94
20
20
-

Total
19,487
1,240
18,247
21,359
372
20,987

A. Decommissioning and Restoration
A provision has been recognized for all generating facilities for which the Business is legally, or constructively, required to remove
the facilities at the end of their useful lives and restore the sites to their original condition. The Business estimates that the
undiscounted amount of cash flow required to settle these obligations is approximately $51,971 thousand. The majority of the costs
will be incurred in 2029 and 2033.
B. Other Provisions
Other provisions include amounts arising from ongoing business activities, including commercial disputes between the Business and
customers or suppliers.

10.

DEFERRED CREDITS

Deferred credits consist of a credit received under a long-term parts purchase agreement with a supplier. This amount is being
amortized into revenue over the term of the agreement.
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11.

CHANGE IN NON-CASH OPERATING WORKI NG CAPITAL

Year ended Dec. 31

2014

2013

(Use) source:
Accounts receivable
Accounts payable and accrued liabilities
Intercompany accounts receivable and payable - net
Other

(6,260)

3,723

4,349

(2,595)

(1,620)

2,016

9

Change in non-cash operating working capital

(3,523)

1,493
4,637

12. RELATED PARTY TRANSACTIONS (INCLUDING RELATIONSHIP WITH PARENT
AND COST ALLOCATIONS)
The Business entered into certain agreements and transactions with TransAlta that are discussed in more detail below:
A. Related Party Transactions and Balances
I. Related Party Loans
The Business has entered into revolving facility loan agreements with TransAlta, or subsidiaries of TransAlta, whereby the parties
have agreed to loan or borrow funds from each other. All loans are non-interest bearing and due on demand. The amounts
receivable (payable) are shown below:

As at Dec. 31
Loan Agreement - Le Nordais

(1)
(2)

Loan Agreement - Ragged Chute

2014

2013

(105,148)

(110,698)

2,350

(150)

(1) Maximum amount of $150 million.
(2) Maximum amount of $50 million.

II. Natural Gas Purchases
On May 1, 2005, TransAlta Generation Limited Partnership (“TAGP”) and TransAlta Energy Marketing Corp. ("TEM"), both
Canadian subsidiaries of TransAlta, entered into an Intercompany Agreement for the Sarnia generation facility ("Sarnia"), which is
owned by TAGP, to obtain its natural gas at the Dawn Hub from TEM in consideration of TEM being allowed to trade and profit from
Sarnia's storage position. The terms of the agreement are as follows:
x
x
x
x

All gas burned at Sarnia is purchased by Sarnia from TEM priced at the Dawn Daily Index on the day the gas is burned;
TEM will purchase all customer make-up gas from Sarnia at the Dawn Daily Index at the day of occurrence;
All gas not consumed and used by Sarnia for hedging purposes is purchased by TEM at the Dawn Daily Index; and
In exchange for the gas, Sarnia grants TEM the unlimited right to inject, store and withdraw gas from the Sarnia storage asset
for proprietary purposes.

On and from July 1, 2013 certain terms of the original Intercompany Agreement were amended. The amendment replaced the use
of the Dawn Daily Index with the NGX Union-Dawn Spot Day Ahead Index published by the Canadian Gas Price Reporter
("CGPR"). Additionally,
x
x

Sarnia remains responsible for all storage and transportation costs, which costs will be based on the volumes of gas taken inkind by Union Gas for each day at the NGX Union-Dawn Spot Day Ahead Index price of gas published by the CGPR.
Effective Jan. 1, 2014, Sarnia pays TEM a gas management fee of US$0.02 per MMBtu on all gas burned at Sarnia.

In order to further manage its natural gas fuel costs:
x
x

Sarnia entered into a Nymex swap with TEM for 2,500 MMBtu per day at US$4.05 per MMBtu for the period from Jan. 1, 2014
to Dec. 31, 2014.
Sarnia entered into a Nymex swap with TEM for 45,000 MMBtu per month at US$3.77 per MMBtu for the period from Jan. 1,
2013 to Dec. 31, 2013.
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The revenues (expenses) associated with the Intercompany Agreement and Nymex swaps are as follows:
Year ended Dec. 31

2014

2013

Revenues
Make-up gas sold

1,803

Nymex swap
Total recognized as revenues

357

-

67

1,803

424

Fuel and other costs of sales
Gas purchased

(34,331)

Nymex swap

(359)

Gas transportion costs

(112)

Gas management fee

(17,593)
(12)

(84)

Total recognized as fuel and other costs of sales

(34,886)

(17,605)

III. Broker Fee
TransAlta Energy Marketing (U.S.) Inc. (“TEMUS”), a U.S. subsidiary of TransAlta, under an agreement entered into in 2013, sells a
portion of RECs generated by the Le Nordais wind farm into the New England, U.S. market. TEMUS earns a two per cent broker fee
for the marketing and sale of these RECs. The agreement expires in June 2017.
The broker fee incurred related to RECs sales in 2014 was $74 thousand (2013 - $31 thousand).
IV. Letters of Credit
TransAlta has provided letters of credit on behalf of the Business. Any amounts owed by the Business for obligation under the
contracts to which the letters of credit pertain are reflected in the Combined Statements of Financial Position. All letters of credit
expire within one year and are expected to be renewed, as needed in the normal course of business. The outstanding letters of
credit as at Dec. 31, 2014 were approximately $666 thousand (Dec. 31, 2013 - $666 thousand) with nil (2013 - nil) amounts
exercised by third parties under these arrangements.
V. Guarantees
TransAlta has provided a guarantee on behalf of the Business in the amount of $500 thousand (Dec. 31, 2013 - nil). If the Business
does not perform under the related agreement, the counterparty may present claim for payment from TransAlta.
B. Relationship with Parent
The Business has historically been managed and operated in the normal course of business by TransAlta along with other TransAlta
affiliates. Accordingly, certain shared costs have been allocated to the Business and reflected as expenses in the separate
combined financial statements. Management of TransAlta and the Business consider the allocation methodologies used to be
reasonable and appropriate reflections of the related expenses attributable to the Business for purposes of the separate combined
financial statements; however, the expenses reflected in the Business’ separate combined financial statements may not be
indicative of the actual expenses that would have been incurred during the periods presented if the Business historically operated as
a separate entity. In addition, the expenses reflected in the separate combined financial statements may not be indicative of
expenses that will be incurred in the future by the Business.
I. Cash Management
The Business participates in TransAlta’s centralized cash management programs. For certain of the Business’ operating facilities,
cash receipts are received and disbursements are made by the Parent, with any excess cash being retained by TransAlta. Changes
in the net cash retained by the Parent for these facilities are, for purposes of these combined financial statements, reflected through
Net Transfers from Parent on the Combined Statements of Changes in Net Parental Investment. For the remaining operating
facilities, cash receipts and disbursements are managed by the Business, and cash not required for near-term operating
requirements is transferred to centralized bank accounts, maintained by TransAlta.
II. Pension and Other Post-Employment Benefit Plans
The Business does not sponsor any pension, post-employment, or employee savings plan. However, the Business’ employees
participate in certain funded final salary pension plans sponsored by TransAlta. TransAlta also provides other health and dental
plans to its retired employees. There is no contractual agreement or stated policy between the Business and TransAlta for charging
the net defined benefit costs (note that the Business comprises parts of multiple legal entities). All obligations pursuant to these
plans are obligations of TransAlta and as such are not included in the Business’ Combined Statements of Financial Position.
TransAlta allocates to the Business, the net periodic benefit costs associated with employees that are beneficiaries of pensions and
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other employment costs. These costs are included in OM&A expenses in the Combined Statements of Earnings. The Parent
contributes to these plans. The amount contributed to these plans by the Parent on the Business’ behalf cannot be determined.
III. Financial Instruments and Derivatives
Financial instruments and derivatives that relate to the Business are entered into on behalf of the Business by other TransAlta
entities.
IV. Allocated Costs
Costs allocated to the Business include, but are not limited to: corporate and business accounting, human resources, government
affairs, information technology, shared real estate expenses, treasury, pension and other post-employment benefits, legal, and other
administrative and support costs. These costs are included in OM&A expenses in the Combined Statements of Earnings and have
a pre-tax total of $5,113 thousand and $4,011 thousand for the years ended Dec. 31, 2014 and 2013, respectively. The costs were
allocated to the Business based on net installed capacity or certain revenue measures. These expenses may have been different
had the Business been a separate entity during the periods presented.

13.

COMMITMENTS AND CONTINGENCIES

The Business has the following purchase commitments. Approximate future payments under these commitments are as follows:

Long-term
service agreement

Non-cancellable
operating leases

Water
rentals

Land
lease

Total

2015

3,580

299

151

900

4,930

2016

11,116

302

154

921

12,493

2017

5,311

299

157

936

6,703

2018

12,007

296

160

956

13,419

2019

6,924

291

163

975

8,353

66,084

884

1,727

10,006

78,701

105,022

2,371

2,512

14,694

124,599

2020 and
thereafter
Total

A. Long-Term Service Agreement
The Business has a long-term service agreement in place, primarily for inspections and repairs and maintenance that may be
required on its natural gas facility.
B. Operating Leases
The Business has operating leases in place for vehicles and various types of equipment.
C. Water Rentals
The Business has a commitment for costs associated with water rental for its hydro facility, over the duration of the expected
operation of the facility.
D. Land Lease
The land, buildings and improvements associated with the Business’ hydro facility is leased from OPG under an agreement expiring
June 30, 2029. Annual rent is based on a percentage of revenue.
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E. Other
The Business’ electricity and steam production are subject to long-term contracts. These contracts include terms and conditions
customary to the industry in which the Business operates. The nature of commitments related to these contracts includes: electricity
and steam capacity, availability, and production targets; reliability and other plant-specific performance measures; specified prices
per MWh; risk sharing of fuel costs; and retention of heat rate risk.
Effective Nov. 1, 2013, the Business entered into an agreement with the Ontario Power Authority for sale of electricity from its hydro
facility. The agreement was assessed as an operating lease with the Business as lessor. Total rental income, including contingent
rent, included in revenues, was $3,755 thousand for the year ended Dec. 31, 2014 (2013 - $339 thousand).
Under the contract for sale of output from the Business’ wind farm, the purchaser is entitled to sixty per cent of the RECs generated
by the wind farm. Additionally, the Business has a contractual revenue-sharing commitment for fifty per cent of the revenue from the
sale of the remaining forty per cent of the RECs generated by its wind farm.
F. Litigation
The Business is occasionally named as a party in various claims and legal proceedings that arise during the normal course of its
business. The Business reviews each of these claims, including the nature of the claim, the amount in dispute or claimed, and the
availability of insurance coverage. There can be no assurance that any particular claim will be resolved in the Business’ favour or
that such claims may not have a material adverse effect on the Business. Inquiries from regulatory bodies may also arise in the
normal course of business, to which the Business responds as required.

14.

SUBSEQUENT EVENTS

In May 2015, TransAlta undertook an internal reorganization to prepare for the potential investment transaction. The net assets of
Sarnia, Le Nordais, and Ragged Chute were each transferred into separate limited partnership entities. As part of the
reorganization, the amounts outstanding under the revolving facility loan agreements were settled in cash.

15.

ADDITIONAL FINANCIAL INFORMATION

Gas includes the Sarnia natural gas-fired facility and Renewables includes the Ragged Chute hydro facility and the Le Nordais wind
farm.
A. Combined Earnings Information
Year ended Dec. 31
Revenues
Fuel and other costs of sales
Gross margin
Operations, maintenance, and administration
Depreciation and amortization
Taxes, other than income taxes
Operating income
Foreign exchange gain
Net interest expense
Earnings before income taxes
Income tax expense
Net earnings

2014
Gas Renewables
273,454
18,566
163,790
1,753
109,664
16,813
30,420
3,760
25,931
6,829
720
164
52,593
6,060
48
(1,244)
(103)
51,349
6,005
12,833
1,607
38,516
4,398
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Total
292,020
165,543
126,477
34,180
32,760
884
58,653
48
(1,347)
57,354
14,440
42,914

Gas
204,702
97,795
106,907
30,376
23,822
455
52,254
(1,252)
51,002
12,750
38,252

2013
Renewables
14,184
689
13,495
3,014
6,436
142
3,903
(120)
3,783
1,194
2,589

Total
218,886
98,484
120,402
33,390
30,258
597
56,157
(1,372)
54,785
13,944
40,841

B. Selected Combined Financial Position Information

As at Dec. 31
Current assets(1)
PP&E (net)
Deferred income tax assets
Intangibles and other long-term assets
Total assets(1)

Gas
27,895
268,654
757
297,306

2014
Renewables
2,409
71,246
303
27,893
101,851

Total
30,304
339,900
303
28,650
399,157

Gas
20,989
277,674
154
298,817

2013
Renewables
2,033
71,485
1,157
29,339
104,014

Total
23,022
349,159
1,157
29,493
402,831

Current liabilities(1)
Decommissioning and other provisions
Deferred credits
Deferred income tax liabilities
Total liabilities(1)

12,698
19,298
1,330
31,026
64,352

1,904
1,689
753
4,346

14,602
20,987
1,330
31,779
68,698

11,627
16,438
1,466
31,079
60,610

1,579
1,809
3,388

13,206
18,247
1,466
31,079
63,998

(1) Excludes amounts due to or from related parties.
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Unaudited Interim Condensed Combined Financial Statements of

The Business in Respect of the Potential Investment
Sept. 30, 2015 and 2014
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CONDENSED COMBINED STATEMENTS OF EARNINGS
(in thousands of Canadian dollars)

Unaudited
Revenues
Fuel and other costs of sales
Gross margin
Operations, maintenance, and administration
Depreciation and amortization
Taxes, other than income taxes
Operating income
Foreign exchange gain
Net interest expense
Earnings before income taxes
Income tax expense (Note 3)
Net earnings

3 months ended Sept. 30
2014
2015
56,713
53,913
24,030
23,044
32,683
30,869
8,353
7,341
10,668
8,427
197
213
13,465
14,888
81
42
(353)
(337)
13,193
14,593
3,290
3,675
9,903
10,918

See accompanying notes.
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9 months ended Sept. 30
2014
2015
175,838
235,075
79,951
141,665
95,887
93,410
26,120
25,051
28,732
24,068
468
667
40,567
43,624
109
41
(1,049)
(1,009)
39,627
42,656
9,980
10,721
29,647
31,935

CONDENSED COMBINED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands of Canadian dollars)

3 months ended Sept. 30
2014
2015
9,903
10,918

Unaudited
Net earnings
Gains (losses) on derivatives designated as cash flow hedges,
net of tax(1)
Reclassification of (gains) losses on derivatives designated as
cash flow hedges to net earnings, net of tax(2)
Total other comprehensive income (loss) that will be
reclassified subsequently to net earnings
Total comprehensive income

9 months ended Sept. 30
2014
2015
29,647
31,935

22

95

30

(266)

(135)

38

(438)

392

(113)
9,790

133
11,051

(408)
29,239

126
32,061

(1) Net of income tax expense of $7 and $10 for the three and nine months ended Sept. 30, 2015 (2014 - $31 expense and $90 recovery), respectively.
(2) Net of income tax expense of $44 and $146 for the three and nine months ended Sept. 30, 2015 (2014 - $13 and $131 recovery), respectively.

See accompanying notes.
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CONDENSED COMBINED STATEMENTS OF FINANCIAL POSITION
(in thousands of Canadian dollars)
Unaudited
As At
Cash
Accounts receivable
Intercompany accounts receivable
Other receivable
Prepaid expenses
Risk management assets
Due from related party (Note 6)
Long-term receivable
Property, plant, and equipment (Note 5)
Cost
Accumulated depreciation
Intangible assets
Risk management assets
Deferred income tax assets (Note 3)
Total assets
Accounts payable and accrued liabilities
Intercompany accounts payable
Risk management liabilities
Current portion of decommissioning and other provisions
Due to related party (Note 6)
Decommissioning and other provisions
Deferred credits
Deferred income tax liabilities (Note 3)
Total liabilities
Net parental investment
Net parental investment
Accumulated other comprehensive income
Total net parental investment
Total liabilities and net parental investment
See accompanying notes.
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Sept. 30, 2015
301
22,156
1,028
1,807
806
493
35,500
62,091
-

Dec. 31, 2014
163
29,167
6
968
2,350
32,654
50

554,793
(235,101)
319,692
29,386
5
50,138
461,312

551,413
(211,513)
339,900
28,600
303
401,507

9,297
9,710
352
1,550
20,909
18,113
1,370
1,781
42,173

12,591
1,414
225
372
105,148
119,750
20,987
1,330
31,779
173,846

419,014
125
419,139
461,312

227,128
533
227,661
401,507

CONDENSED COMBINED STATEMENTS OF CHANGES IN NET PARENTAL INVESTMENT
(in thousands of Canadian dollars)
Unaudited

9 months ended Sept. 30, 2015
Balance, Dec. 31, 2014
Net earnings
Other comprehensive loss:
Net loss on derivatives designated as cash
flow hedges, net of tax
Total comprehensive income (loss)
Net transfers from Parent (Note 3)
Balance, Sept. 30, 2015

9 months ended Sept. 30, 2014

Net parental
investment
227,128
29,647

Accumulated other
comprehensive
income (loss)
533
-

Total
227,661
29,647

-

(408)

29,647

(408)

29,239

162,239
419,014

125

162,239
419,139

Net parental
investment

Accumulated other
comprehensive
income (loss)

(408)

Total

Balance, Dec. 31, 2013
Net earnings
Other comprehensive income:
Net gain on derivatives designated as cash
flow hedges, net of tax
Total comprehensive income

228,193
31,935

(208)
-

227,985
31,935

31,935

126
126

126
32,061

Net transfers to Parent
Balance, Sept. 30, 2014

(34,005)
226,123

(82)

(34,005)
226,041

See accompanying notes.
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CONDENSED COMBINED STATEMENTS OF CASH FLOWS
(in thousands of Canadian dollars)
3 months ended Sept. 30
2014
2015

Unaudited
Operating activities
Net earnings
Depreciation and amortization
Accretion of provisions
Decommissioning and restoration costs settled
Deferred income tax expense (Note 3)
Unrealized foreign exchange (gain) loss
Unrealized loss from risk management activities
Other non-cash items
Cash flow from operations before working capital changes
Change in non-cash operating working capital balances
Cash flow from operating activities
Investing activities
Additions to property, plant, and equipment (Note 5)
Additions to intangibles
Change in other receivable
Change in non-cash investing working capital balances
Cash flow used in investing activities
Financing activities
Net advances to related parties (Note 6)
Net transfers (to) from Parent (Note 6)
Cash flow used in financing activities
Cash flow from (used in) operating, investing,
and financing activities
Cash (bank indebtedness), beginning of period
Cash, end of period
Cash taxes deemed paid

9,903
10,668
349
(675)
1,139
(11)
360
22
21,755
10,350
32,105

10,918
8,427
337
(254)
186
11
(26)
19,599
(4,907)
14,692

29,647
28,732
1,045
(1,295)
2,696
51
53
740
61,669
10,052
71,721

31,935
24,068
1,009
(1,138)
829
(1)
20
(46)
56,676
(3,816)
52,860

(6,973)
211
(6,762)

(3,619)
(385)
(4,004)

(9,510)
(1,944)
(1,757)
81
(13,130)

(13,037)
(244)
(13,281)

(28,100)
3,093
(25,007)

(100)
(10,888)
(10,988)

(138,298)
79,845
(58,453)

(5,450)
(34,005)
(39,455)

336
(35)
301

(300)
454
154

2,167

See accompanying notes.
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9 months ended Sept. 30
2014
2015

3,489

138
163
301

124
30
154

7,284

9,892

NOTES TO UN AUDI TE D I N TE RIM CONDE NSED CO M BI NED FIN ANCI AL ST ATEM E N TS
(Tabular amounts in thousands of Canadian dollars, except as otherwise noted)
1. NATURE OF OPER ATI ONS AND B AS I S OF P RESE NT ATI ON
A. Nature of Operations
The unaudited interim condensed combined financial statements have been prepared for the facilities comprising the potential
investment (the “Business”), which consist of TransAlta’s Sarnia natural gas-fired facility, its Ragged Chute run-of-river hydro facility,
and its Le Nordais wind farm, all located in Eastern Canada. The Business is wholly owned by TransAlta Corporation (“TransAlta” or
the “Parent”). The registered office is located at 110-12th Avenue S.W., Calgary, Alberta, T2P 2M1.
B. Basis of Preparation
I. Statement of Compliance
These unaudited interim condensed combined financial statements have been prepared in accordance with International Accounting
Standard (“IAS”) 34 Interim Financial Reporting using the same accounting policies as those used in the Business’ combined
financial statements as at and for the years ended Dec. 31, 2014 and 2013, and the financial reporting framework specified in
subsection 3.11 of National Instrument 52-107 Acceptable Accounting Principles and Auditing Standards for carve-out financial
statements. These unaudited interim condensed combined financial statements do not include all of the disclosures included in the
Business’ combined financial statements as at and for the years ended Dec. 31, 2014 and 2013, and accordingly, they should be
read in conjunction therewith.
The unaudited interim condensed combined financial statements have been prepared on a historical cost basis, except for certain
financial assets and liabilities, which are stated at fair value.
The unaudited interim condensed combined financial statements were authorized for issue by TransAlta’s Board of Directors on
Nov. 18, 2015.
II. Basis of Measurement
The accompanying unaudited interim condensed combined financial statements of the Business have been prepared from the
historical accounting records of TransAlta in anticipation of a potential investment transaction. These combined financial statements
include the assets, liabilities, and operations of the Business which are owned directly or indirectly by TransAlta. Historically,
combined financial statements have not been prepared for the Business as it has not operated as a separate business. These
unaudited interim condensed combined financial statements reflect the carve-out Combined Statements of Earnings, the Combined
Statements of Comprehensive Income, the Combined Statements of Financial Position, the Combined Statements of Changes in
Net Parental Investment, and the Combined Statements of Cash Flows in a manner consistent with how TransAlta managed the
Business and as though the Business had been a separate entity for all periods presented. All material assets and liabilities
specifically identified to the Business have been presented in the separate Condensed Combined Statements of Financial Position;
all material revenues and expenses specifically attributable to the Business and allocations of overhead expenses have been
presented in the separate Condensed Combined Statements of Earnings and Condensed Combined Statements of Comprehensive
Income. Disclosures and allocations of expenses related to shared assets and liabilities and overhead expenses have been
allocated to the Business on a reasonable basis as described in Note 6. Transactions between TransAlta and the Business have
been identified as related party transactions. It is possible that the terms of the transactions with TransAlta and its affiliates are not
the same as those that would result from transactions among unrelated parties. In the opinion of TransAlta’s management, all
adjustments have been reflected that are necessary for a fair presentation of the separate interim condensed combined financial
statements. Also, TransAlta’s management believes that the allocations have been made on a reasonable basis and have been
consistently applied for each period presented. These separate interim condensed combined financial statements may not
necessarily reflect the financial position, results of operations, or cash flows that the Business might have had in the past had it
existed as a separate business during the periods presented.
The accounting policies followed, as described in the Business’ combined financial statements as at and for the years ended
Dec. 31, 2014 and 2013, have been consistently applied to all periods presented.
These financial statements are presented in Canadian dollars, which is the Business’ functional currency. All financial information
has been rounded to the nearest thousand unless otherwise noted.
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C. Use of Estimates
The preparation of these unaudited interim condensed combined financial statements in accordance with IAS 34 Interim Financial
Reporting requires management to use judgment and make estimates and assumptions that could affect the reported amounts of
assets, liabilities, revenues, and expenses, and disclosures of contingent assets and liabilities. These estimates are subject to
uncertainty. Actual results could differ from these estimates due to factors such as fluctuations in interest rates, foreign exchange
rates, inflation and commodity prices, and changes in economic conditions, legislation, and regulations. Refer to Note 2(M) of the
Business’ combined financial statements as at and for the years ended Dec. 31, 2014 and 2013 for a more detailed discussion of
the significant accounting judgments and key sources of estimation uncertainty.
2.

FUTURE ACCOUNTING CHANGE S

Accounting standards that have been previously issued by the International Accounting Standards Board but are not yet effective
and have not been applied by the Business, include IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with
Customers.
Refer to Note 3 of the Business’ combined financial statements as at and for the years ended Dec. 31, 2014 and 2013 for a more
detailed discussion of these accounting standards.
IFRS 9 and IFRS 15 are effective for annual periods beginning on or after Jan. 1, 2018. Early application is permitted for both.
The Business is assessing the impact of adopting these standards.
3.

I NCOM E TAX ES

The components of income tax expense are as follows:
3 months ended Sept. 30
2015
2014
Current income tax expense(1)
Deferred income tax expense related to the
origination and reversal of temporary differences
Income tax expense

9 months ended Sept. 30
2015
2014

3,489

7,284

1,139

186

2,696

829

3,290

3,675

9,980

10,721

2,151

9,892

(1) Current income taxes computed as payable for the Business have been deemed paid in the period in which the taxes
arose by a contribution from the parent.

During the nine months ended Sept. 30, 2015, the Business recognized a deferred income tax asset in the amount of
$82,394 thousand as a result of an internal reorganization undertaken by TransAlta to prepare for the potential investment
transaction.
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4.

FI N ANCI AL INS TRUM ENTS

A. Financial Assets and Liabilities – Classification and Measurement
Financial assets and financial liabilities are measured on an ongoing basis at cost, fair value, or amortized cost.
The following table outlines the carrying amounts and classifications of the financial assets and liabilities:

Carrying value as at Sept. 30, 2015
Derivatives
used for
hedging
Financial assets
Cash
Accounts receivable
Intercompany accounts receivable
Other receivable
Current risk management assets
Due from related party
Long-term risk management assets
Financial liabilities
Accounts payable and accrued liabilities
Intercompany accounts payable
Current risk management liabilities

Derivatives
classified as
held for
trading

Loans and
receivables

Other
financial
liabilities

Total

393
-

100
5

301
22,156
1,028
1,807
35,500

-

301
22,156
1,028
1,807
493
35,500
5

194

158

-

9,297
9,710
-

9,297
9,710
352

Carrying value as at Dec. 31, 2014
Derivatives
used for
hedging
Financial assets
Cash
Accounts receivable
Intercompany accounts receivable
Current risk management assets
Due from related party
Long-term receivable
Financial liabilities
Accounts payable and accrued liabilities
Intercompany accounts payable
Current risk management liabilities
Due to related party

Derivatives
classified as
held for
trading

Loans and
receivables

Other
financial
liabilities

Total

882
-

86
-

163
29,167
6
2,350
50

-

163
29,167
6
968
2,350
50

143
-

82
-

-

12,591
1,414
105,148

12,591
1,414
225
105,148

B. Fair Value of Financial Instruments
The fair value of a financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Fair values can be determined by reference to prices for that
instrument in active markets to which the Business has access. In the absence of an active market, the Business determines fair
values based on valuation models or by reference to other similar products in active markets.
Fair values determined using valuation models require the use of assumptions. In determining those assumptions, the Business
looks primarily to external readily observable market inputs. However, if not available, the Business uses inputs that are not based
on observable market data.
I. Levels I, II, and III Fair Value Measurements
The Level I, II, and III classifications in the fair value hierarchy utilized by the Business are outlined and discussed in more detail in
Note 6(B)(I) of the Business’ combined financial statements as at and for the years ended Dec. 31, 2014 and 2013.
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II. Commodity and Other Risk Management Assets and Liabilities
The Business’ risk management activities have not changed materially from Dec. 31, 2014. All of the commodity and other risk
management assets and liabilities are classified as Level II fair value measurements.
5.

P ROPE RTY, PL ANT, AND EQUIPM ENT

A reconciliation of the changes in the carrying amount of property, plant, and equipment is as follows:

Transfers

Land
6,146
-

As at Sept. 30, 2015

6,146

As at Dec. 31, 2014
Additions
Depreciation
Disposals and retirements
Revisions to decommissioning costs

Gas
generation
229,813
(20,185)
(2,722)
(1,949)
10,278
215,235

Renewable
generation
66,202
166
(3,802)
(471)
(194)
6,622
68,523

Assets under Capital spares
and other(1)
construction
21,479
16,260
5,056
4,288
(17,328)
33
9,207

20,581

Total
339,900
9,510
(23,987)
(3,193)
(2,143)
(395)
319,692

(1) Includes major spare parts and stand-by equipment available, but not in service, and spare parts used for routine, preventative,
or planned maintenance.

6.

REL ATE D P ARTY TR ANS ACTI ONS (I NCLUDING REL ATI ONS HIP W I TH P ARE NT AND

CORPO R ATE AL L O C AT I ONS )
The Business entered into certain agreements and transactions with TransAlta, or subsidiaries of TransAlta, that are discussed in
more detail in Note 12 of the Business’ combined financial statements as at and for the years ended Dec. 31, 2014 and 2013 and
below:
A. Related Party Transactions and Balances
I. Related Party Loans
The Business has entered into revolving facility loan agreements with TransAlta, or subsidiaries of TransAlta, whereby the parties
have agreed to loan or borrow funds from each other. All loans are non-interest bearing and due on demand. The amounts
receivable (payable) are shown below:
As at
Loan Agreement - Le Nordais

Sept. 30, 2015
(1)

Loan Agreement - Ragged Chute

2,400
(2)

700

Loan Agreement - Sarnia(3)

32,400

Total

35,500

Dec. 31, 2014
(105,148)
2,350
(102,798)

(1) Maximum amount of $50 million (Dec. 31, 2014 - $150 million).
(2) Maximum amount of $50 million (Dec. 31, 2014 - $50 million).
(3) Maximum amount of $50 million.

During the nine months ended Sept. 30, 2015, TransAlta undertook an internal reorganization to prepare for the potential investment
transaction. On May 1, 2015, the net assets of Sarnia, Le Nordais, and Ragged Chute were each transferred into separate limited
partnership entities. As part of the reorganization, the amounts outstanding under the revolving facility loan agreements in place at
Dec. 31, 2014 were settled in cash, resulting in a cash outflow from the Business of $110,198 thousand. New revolving facility loan
agreements between the limited partnership entities and TransAlta were subsequently entered into, and are as described above.
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II. Natural Gas Purchases
On January 1, 2015 a new agreement between Sarnia and TransAlta Energy Marketing Corp. ("TEM"), a Canadian subsidiary of
TransAlta, referred to as the Sarnia Gas Management Intercompany Agreement was signed, which amended the terms of previous
agreements. Refer to Note 12(A)(II) of the Business’ combined financial statements as at and for the years ended Dec. 31, 2014
and 2013 for information regarding the terms of the previous agreements. The terms of the new agreement are as follows:
x
x
x
x

x

Other than hedged gas, all other gas burned at the Sarnia plant is purchased from TEM at the Canadian Gas Price Reporter
(“CGPR”) Dawn Daily Index on the day the gas is burned;
TEM will manage storage balances on behalf of Sarnia;
TEM will purchase all customer make-up gas from Sarnia at the CGPR Dawn Daily Index at the day of occurrence;
Sarnia entered into a contract with Union Gas such that Sarnia must take delivery of a certain quantity of gas per day (Daily
Contract Quantity ("DCQ")). All gas delivered under the DCQ arrangement not consumed by Sarnia is sold back to TEM, priced
at the CGPR Dawn Daily Index. Any losses incurred by TEM associated with a drop in price will be charged back to Sarnia by
TEM.
Sarnia shall have responsibility and assume liability for all storage and transportation costs, which costs will be based on the
NGX Union-Dawn Spot Day Ahead Index price of gas published by the CGPR applied to the volumes of gas taken in-kind by
Union Gas for each day.

Sarnia has a 'take or pay' arrangement with several counterparties such that the counterparties must take a certain amount of steam
produced per day from the Sarnia plant. In the event of a shortfall in steam taken, the counterparty must pay a charge for the gas
equivalent amount of steam not taken at prevailing market gas prices. Sarnia entered into a swap with TransAlta Energy Marketing
(U.S.) Inc. ("TEMUS"), a U.S. subsidiary of TransAlta, for 2,500 MMBtu/day at $3.87/MMBtu to hedge the price received for these
shortfalls in steam taken by the counterparties under the agreement.
During the nine months ended Sept. 30, 2015, Sarnia entered into several physical and financial deals with TEM and TEMUS to
purchase and sell natural gas with the purpose of locking in heat rates at natural gas prices consistent with power prices. Notional
volumes and units are as follows:
Description
NYMEX gas swaps with TEMUS
Gas purchases associated with heat rate hedging
from TEM
from TEMUS
Gas sales associated with heat rate hedging
to TEM
to TEMUS

Notional Volumes
710,000
1,847,500
20,000
2,207,500
20,000

During the nine months ended Sept. 30, 2015, Sarnia entered into several one-off financial transactions to sell power to TEM and
TEMUS. Notional volumes are as follows:

Description
Power swaps
with TEM
with TEMUS

Units
MWh
MWh
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Notional Volumes
56,975
800

The revenues (expenses) associated with the Intercompany Agreement and Nymex and other physical and financial deals and
transactions with TEM and TEMUS are as follows:

3 months ended Sept. 30
2015
2014
Revenues
Make-up gas sold
Nymex gas swaps
Power swaps
Gas sales associated with heat rate hedging
Total recognized as revenues

27
332
1,422
1,781

Fuel and other costs of sales
Gas purchases
Gas purchases associated with heat rate hedging
Gas swaps
Power swaps
Gas transportion and storage costs
Nymex swaps
Gas management fee
Total recognized as fuel and other costs of sales

(6,176)
(1,515)
(14)
(7,705)

37
(1)
13
49

(3,636)
(14)
(12)
(3,662)

9 months ended Sept. 30
2015
2014
69
923
494
9,375
10,861

(14,970)
(8,066)
(545)
(3)
(41)
(23,625)

935
(1)
13
947

(30,286)
(100)
(370)
(69)
(30,825)

III. Broker Fee
TEMUS, under an agreement entered into in 2013, sells a portion of Renewable Energy Certificates (“RECs”) generated by the
Le Nordais wind farm into the New England, U.S. market. TEMUS earns a two per cent broker fee for the marketing and sale of
these RECs. The agreement expires in June 2017.
The broker fee incurred related to RECs sales during the three and nine months ended Sept. 30, 2015 was $26 thousand
(Sept. 30, 2014 - $25 thousand) and $65 thousand (Sept. 30, 2014 - $64 thousand), respectively.
IV. PP&E and Intangible Assets
During the nine months ended Sept. 30, 2015, the Business purchased capital spares and software in the amount of
$4,311 thousand and $1,944 thousand, respectively, from TransAlta or subsidiaries of TransAlta.
V. Letters of Credit
TransAlta has provided letters of credit on behalf of the Business. Any amounts owed by the Business for obligation under the
contracts to which the letters of credit pertain are reflected in the Interim Condensed Combined Statements of Financial Position. All
letters of credit expire within one year and are expected to be renewed, as needed in the normal course of business. The
outstanding letters of credit as at Sept. 30, 2015 was approximately $766 thousand (Dec. 31, 2014 - $666 thousand) with nil
(Dec. 31, 2014 - nil) amounts exercised by third parties under these arrangements.
VI. Guarantees
TransAlta has provided certain guarantees on behalf of the Business in the amount of $10,500 thousand (Dec. 31, 2014 $500 thousand). If the Business does not perform under the related agreements, the counterparties may present claim for payment
from TransAlta.
B. Relationship with Parent
The Business has historically been managed and operated in the normal course of business by TransAlta along with other TransAlta
affiliates. Accordingly, certain shared costs have been allocated to the Business and reflected as expenses in the separate
combined financial statements. Management of TransAlta and the Business consider the allocation methodologies used to be
reasonable and appropriate reflections of the related expenses attributable to the Business for purposes of the separate interim
condensed combined financial statements; however, the expenses reflected in the Business’ separate interim condensed combined
financial statements may not be indicative of the actual expenses that would have been incurred during the periods presented if the
Business historically operated as a separate entity. In addition, the expenses reflected in the separate interim condensed combined
financial statements may not be indicative of expenses that will be incurred in the future by the Business.
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I. Cash Management
The Business participates in TransAlta’s centralized cash management programs. For certain of the Business’ operating facilities,
cash receipts are received and disbursements are made by the Parent, with any excess cash being retained by TransAlta. Changes
in the net cash retained by the Parent for these facilities are, for purposes of these interim condensed combined financial
statements, reflected through Net Transfers from Parent on the Interim Condensed Combined Statements of Changes in Net
Parental Investment. For the remaining operating facilities, cash receipts and disbursements are managed by the Business, and
cash not required for near-term operating requirements is transferred to centralized bank accounts, maintained by TransAlta.
II. Pension and Other Post-Employment Benefit Plans
The Business does not sponsor any pension, post-employment, or employee savings plan. However, the Business’ employees
participate in certain funded final salary pension plans sponsored by TransAlta. TransAlta also provides other health and dental
plans to its retired employees. There is no contractual agreement or stated policy between the Business and TransAlta for charging
the net defined benefit costs (note that the Business comprises parts of multiple legal entities). All obligations pursuant to these
plans are obligations of TransAlta and as such are not included in the Business’ Interim Condensed Combined Statements of
Financial Position. TransAlta allocates to the Business, the net periodic benefit costs associated with employees that are
beneficiaries of pensions and other employment costs. These costs are included in operations, maintenance, and administration
(“OM&A”) expenses in the Interim Condensed Combined Statements of Earnings. The Parent contributes to these plans. The
amount contributed to these plans by the Parent on the Business’ behalf cannot be determined.
III. Financial Instruments and Derivatives
Financial instruments and derivatives that relate to the Business are entered into on behalf of the Business by other TransAlta
entities.
IV. Allocated Costs
Costs allocated to the Business include, but are not limited to: corporate and business accounting, human resources, government
affairs, information technology, shared real estate expenses, treasury, pension and other post-employment benefits, legal, and other
administrative and support costs. These costs are included in OM&A expenses in the Interim Condensed Combined Statements of
Earnings and for the three and nine months ended Sept. 30, 2015 have a pre-tax total of $1,378 thousand (Sept. 30, 2014 $1,116 thousand) and $4,490 thousand (Sept. 30, 2014 - $3,738 thousand), respectively. The costs were allocated to the Business
based on net installed capacity or certain revenue measures. These expenses may have been different had the Business been a
separate entity during the periods presented.
7.

ADDI TION AL FI N AN CI AL I NFORM ATI ON

Gas includes the Sarnia natural gas-fired facility and Renewables includes the Ragged Chute hydro facility and the Le Nordais wind
farm.
A. Combined Earnings Information
3 months ended Sept. 30
Revenues
Fuel and other costs of sales
Gross margin
Operations, maintenance, and administration
Depreciation and amortization
Taxes, other than income taxes
Operating income
Foreign exchange gain
Net interest expense
Earnings before income taxes
Income tax expense (recovery)
Net earnings

Gas
53,176
23,737
29,439
7,326
8,961
160
12,992
10
(326)
12,676
3,170
9,506

2015
Renewables
3,537
293
3,244
1,027
1,707
37
473
71
(27)
517
120
397
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Total
56,713
24,030
32,683
8,353
10,668
197
13,465
81
(353)
13,193
3,290
9,903

Gas
50,047
22,751
27,296
6,623
6,839
180
13,654
(311)
13,343
3,335
10,008

2014
Renewables
3,866
293
3,573
718
1,588
33
1,234
42
(26)
1,250
340
910

Total
53,913
23,044
30,869
7,341
8,427
213
14,888
42
(337)
14,593
3,675
10,918

9 months ended Sept. 30
Revenues
Fuel and other costs of sales
Gross margin
Operations, maintenance, and administration
Depreciation and amortization
Taxes, other than income taxes
Operating income
Foreign exchange gain
Net interest expense
Earnings before income taxes
Income tax expense
Net earnings

Gas
161,956
78,787
83,169
23,085
23,331
347
36,406
11
(969)
35,448
8,863
26,585

2015
Renewables
13,882
1,164
12,718
3,035
5,401
121
4,161
98
(80)
4,179
1,117
3,062

Total
175,838
79,951
95,887
26,120
28,732
468
40,567
109
(1,049)
39,627
9,980
29,647

Gas
222,311
140,346
81,965
22,333
18,950
540
40,142
(933)
39,209
9,803
29,406

2014
Renewables
12,764
1,319
11,445
2,718
5,118
127
3,482
41
(76)
3,447
918
2,529

Total
235,075
141,665
93,410
25,051
24,068
667
43,624
41
(1,009)
42,656
10,721
31,935

B. Selected Combined Financial Position Information
As At
Gas

Sept. 30, 2015
Renewables

Total

Gas

Dec. 31, 2014
Renewables

Total

Current assets(1)
PP&E (net)
Deferred income tax assets
Intangibles and other long-term assets

24,667
249,465
49,925
2,625

1,924
70,227
213
26,766

26,591
319,692
50,138
29,391

27,895
268,654
757

2,409
71,246
303
27,893

30,304
339,900
303
28,650

Total assets(1)

326,682

99,130

425,812

297,306

101,851

399,157

Current liabilities(1)
Decommissioning and other provisions
Deferred credits
Deferred income tax liabilities

17,866
16,561
1,370
-

3,043
1,552
1,781

20,909
18,113
1,370
1,781

12,698
19,298
1,330
31,026

1,904
1,689
753

14,602
20,987
1,330
31,779

Total liabilities(1)

35,797

6,376

42,173

64,352

4,346

68,698

(1) Excludes amounts due to or from related parties.
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Unaudited Pro Forma Consolidated Financial Information of

TransAlta Renewables Inc.
As at and for the year ended Dec. 31, 2014
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UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL INFORMATION
The following unaudited pro forma consolidated financial information has been derived from the audited Consolidated Financial
Statements for the year ended December 31, 2014. The unaudited pro forma financial information has been adjusted to illustrate the
effect of the Transaction and the Offering, as well as the completion of the Australian Acquisition, as they all occurred on December
31, 2014 for the purposes of the pro forma statement of financial position and December 31, 2013 for the purposes of the pro forma
statements of earnings for the year ended December 31, 2014. The pro forma adjustments are based on the best information available
to management and certain assumptions that management believes are reasonable under the circumstances. The assumptions
underlying the pro forma adjustments are described in the accompanying notes, which should be read in conjunction with these
unaudited pro forma financial statements.
The unaudited pro forma consolidated financial information is presented for illustrative and informative purposes only and is not
intended to represent or be indicative of what the results of operations or financial position would have been had the Transaction and
the Offering, as well as the completion of the Australian Acquisition, actually occurred on the dates indicated. The unaudited pro forma
consolidated financial information should be read in conjunction with the information contained in this prospectus and in the
Corporation’s Audited Consolidated Financial Statements for the year ended December 31, 2014. The unaudited pro forma
consolidated financial information has been prepared in accordance with the measurement and recognition principles of IFRS.
The Audited Consolidated Financial Statements for the year ended December 31, 2014 have been adjusted in the pro forma financial
statements to give effect to the Transaction and the Offering, as well as the completion of the Australian Acquisition. In management’s
opinion, all material adjustments necessary to present fairly the pro forma consolidated financial information have been made. The
unaudited pro forma consolidated financial information is presented for informational purposes only and is not necessarily indicative of
what the financial position and results of operations would have been had the completion of the Transaction and the Offering, as well
as the completion of the Australian Acquisition, occurred on the dates indicated, nor does it purport to be indicative of the financial
position as of any future date or results of operations for any future period. Actual adjustments will differ from the pro forma
adjustments. The unaudited pro forma consolidated statement of earnings does not reflect any non-recurring charges directly related
to the Offering and Australian Acquisition that have already been incurred or will be incurred upon closing of the Offering and
Australian Acquisition. The unaudited pro forma consolidated financial information should not be considered representative of the
Company’s future results of operations or financial position.
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UNAUDITED PRO FORMA CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(in thousands CAD$)

As at Dec. 31, 2014
Cash and cash equivalents
Accounts receivable
Prepaid expenses
Risk management assets
Property, plant, and equipment
Cost
Accumulated depreciation

Historical
23,726
35,667
1,395
15
60,803

Deferred income tax assets
Total assets
Accounts payable and accrued liabilities
Risk management liabilities
Income taxes payable
Dividends payable
Current portion of deferred revenues
Current portion of long-term debt
Long-term debt
Class B shares liability
Convertible debentures
Decommissioning provisions
Deferred revenues
Deferred income tax liabilities
Risk management liabilities
Total liabilities
Equity
Common shares
Deficit
Accumulated other comprehensive income
Equity attributable to shareholders
Non-controlling interest
Total equity
Total liabilities and equity

Transaction
and Offering
(8,500)

(3,335)

(8,500)

2,029,682

98,660
5
2,981
119,179
32,249
1,964,157
30,893
9
405
14,714
425
194,951
241,397
463,504
16,287
6,552
195,534
128
923,402
1,223,845
(221,175)
238
1,002,908
37,847
1,040,755
1,964,157

See accompanying notes.
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Pro forma
11,891
35,667
1,395
15
48,968

Notes

2

2,029,682

(379,402)
1,650,280

Intangible assets
Risk management assets
Other assets
Investments in subsidiaries of TransAlta

Australia
Acquisition
(Note 1)
(3,335)

(379,402)
-

-

1,650,280

1,219,135

540,000

98,660
5
2,981
1,878,314

(1,149)
1,214,651

2,295
533,795

33,395
3,712,603

3,937

3,937

-

277,043
215,000

9,211
290,191

215,000

928,660
(4,200)

318,795

924,460

318,795

924,460
1,214,651

318,795
533,795

30,893
3,946
405
14,714
425
194,951
245,334
463,504
277,043
215,000
16,287
6,552
195,534
9,339
1,428,593
2,471,300
(225,375)
238
2,246,163
37,847
2,284,010
3,712,603

2
2

2

2
2

2

2

UNAUDITED PRO FORMA CONSOLIDATED STATEMENT OF EARNINGS
(in thousands CAD$)

Year ended Dec. 31, 2014
Revenues

Investment income Historical Australia (Note 1)

Investment
income Transaction

Pro Forma

186,865

186,865

Government incentives

21,134

21,134

Lease revenue

25,445

Total revenue
Royalties and other costs

233,444

Gross margin
Operations, maintenance, and administration

220,493

Depreciation and amortization
Taxes, other than income taxes
Operating income (loss)
Finance income related to subsidiaries of TransAlta
Net interest expense
Foreign exchange loss
Earnings before income taxes
Current income tax expense

25,445
-

-

233,444

-

-

220,493

5,000

51,605

12,951

12,951

46,605
73,951
6,919

6,919
-

9,331

86,609

(36,540)

(5,000)

88,018

58,380

154,320

(9,675)

(46,215)

43,705

195,906

(217)
1,183

3,058

12,396

3,494

(3,962)

11,928

Net earnings

4,241

52,013

80,057

47,667

179,737

Common shareholders

48,658

80,057

47,667

176,382

Non-controlling interest

3,355
80,057

47,667

179,737

Net earnings attributable to:

See accompanying notes.
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3
4

(217)
86,609

Deferred income tax expense (recovery)

52,013

3

73,951

93,018

65,592

Notes

3,355

5
5

NOTES TO UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL INFORMATION
(in thousands of CAD$, unless otherwise noted)
Adjustments to the statement of Financial Position
(1)

Adjustment of Australian Acquisition Unaudited Pro Forma Consolidated Financial Information
The Corporation has previously provided pro forma financial information at December 31, 2014 and for the year then ended as
part of the short-form prospectus concerning the completion of the Australian Acquisition.
The Corporation has adjusted previously provided pro forma financial information in order to reflect actual components of financial
position recognized upon close of the Australian Acquisition on May 7, 2015. These changes are associated with fluctuations in
fair value against assumed closing values. The pro forma financial information contained in the consolidated statement of
earnings has also been updated to reflect the capital structure of TEA at the acquisition date, the tax impacts of interest on
mandatory redeemable preferred shares, as well as the increase in Alberta tax rate following the change enacted by the
government at the end of the second quarter of 2015.

(2)

Investments in subsidiaries of TransAlta
The Corporation’s reported investment in a subsidiary of TransAlta as at December 31, 2014, corresponds to the investment in
preferred shares that track earnings and distributions of Wyoming Wind LLC.
a)

Australian Acquisition

The pro forma adjustments are comprised of the following investments related to TransAlta Energy (Australia) PTY Ltd (TEA):

As at Dec. 31, 2014

Pro Forma

Investment in mandatorily redeemable preferred shares of TEA

423,152

Investment in preferred shares tracking TEA amounts

795,983

Pro Forma adjustment to investments in TransAlta's Australian Assets

1,219,135

Common share consideration issued is net of issue costs of $11.3 million ($8.2 million net of tax). Even though Class B shares
are non-redeemable, they are classified as liabilities, as their conversion ratio into common shares is variable.
As a result of the fair value differences at initial recognition, the Corporation further recognized a $4.2 million deferred tax
expense upon close of the Australian Acquisition.
b)

Transaction and Offering

The pro forma adjustments are comprised of the investment in tracking preferred shares related to Sarnia LP, Le Nordais LP, and
Ragged Chute LP (SLR), assuming values equal to those in the current Transaction and without the exercise of the overallotment option.
Common share consideration issued is net of estimated issue costs of $8.5 million ($6.2 million net of tax).
As part of the investment, the Corporation plans to issue a $215 million convertible debenture to TransAlta with a maturity date of
Dec. 21, 2020. The debenture bears interest at 4.5 per cent per annum and payable semi-annually. On maturity, TransAlta can
elect to convert the debentures to common shares at a conversion price equal to 135 per cent of the closing price of the common
shares on the TSX on the date of issuance of the convertible debenture, which may be adjusted upon the occurrence of certain
events prior to the maturity date. The Corporation has assumed the fair value of the liability component of this compound
instrument to be equal to its nominal amount, and accordingly, no value was assigned to the equity conversion feature.
Adjustments to the Statement of Earnings
Pro forma adjustments to the Statement of Earnings have been made assuming a December 31, 2013 Transaction date.
(3)

Finance Income related to subsidiaries of TransAlta
a)

Investment in TransAlta’s Australian Assets

No change in value of class B shares has been assumed. Class B shares otherwise fluctuate in value based on changes in value
of common shares, and on variations in South Hedland construction costs against target.
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Pro forma adjustments to income from investments in subsidiaries of TransAlta are comprised of the following:
Year ended Dec. 31, 2014
Interest income from investment in mandatorily redeemable preferred shares of TEA

Pro Forma

Notes

30,579

I

Fee income from guarantee of TEA obligations

12,940

II

Dividend income from investment in preferred shares tracking adjusted TEA amount

43,090

III

Pro Forma adjustment to finance income related to subsidiaries of TransAlta

86,609

I)

Interest income from investment in mandatorily redeemable preferred shares of TEA
Mandatorily redeemable preferred shares are designated as loan receivable and carried at amortized cost. Accordingly,
dividends received therefrom are characterized as interest.
Interest income for pro forma purposes represents the amount of interest that mandatorily redeemable preferred shares
purchased on the Transaction date are expected to generate over a full year, with conversion to Canadian Dollars performed
applying the 2015 hedge rate in place with TransAlta of CAD$0.98 per AUD.
The revaluation of the instrument based on the change in foreign exchange rates between January 1, 2014 and
December 31, 2014 generates no material foreign exchange gain or loss.

II)

Fee income from guarantee of TEA obligations
Fee income was assumed to be earned as accrued by TEA over the year, applying the 2015 hedge rates in place with
TransAlta of CAD$0.98 per AUD and CAD$1.24 per USD.

III)

Dividend income from investment in preferred shares tracking adjusted TEA amount
The investment in preferred shares tracking TEA amounts are designated as an available-for-sale financial instrument,
carried at fair value through other comprehensive income. For purposes of these pro forma consolidated financial
statements, no change in fair value has been assumed and no statement of other comprehensive income is presented.
Dividend income was calculated as follows:

Year ended Dec. 31, 2014
TEA adjusted earnings before interest, tax, depreciation and amortization

Pro Forma

Notes

103,625

i

Adjusted cash interest expense

(31,334)

ii

Cash net other finance costs, including costs of guarantee

(12,158)

Adjusted cash income taxes paid

(12,715)

iii

Included capital costs

(8,241)

iv

CAD equivalent of the TEA amount

39,177

Management fee adjustment
AUD currency adjustment
USD currency adjustment
Pro Forma dividend income from investment in preferred shares tracking adjusted TEA
amount
i)
ii)
iii)
iv)
v)
vi)
vii)

v

(600)

v, vi

13

vii

4,500

vii

43,090

TEA earnings before interest, tax, depreciation and amortization have been further adjusted to exclude the effects
of financing charges, amortization of deferred revenue, decommissioning obligation accretion and gains and
losses on sale of assets, but include cash payments on finance lease receivable.
Cash interest expense of TEA was adjusted to reflect interest that would have been paid on the above-noted
mandatorily redeemable preferred shares, had they been outstanding for the full year, instead of interest that was
actually paid on balances outstanding during the year.
Cash income taxes paid adjusted to reflect tax recovery arising from the interest expense adjustment.
Included capital of TEA excludes growth spend as well as the effects of related derivative financial instruments.
Components of the TEA amount and the management fee adjustment have been calculated using the 2014
average exchange rate of CAD$1.00 per AUD and CAD$1.10 per USD
The management fee adjustment was calculated assuming the 2015 annual AUD$6.0 million Fixed Fee was in
place during 2014.
Foreign currency adjustments have been calculated assuming the 2015 hedge rate guarantee provided by
TransAlta was in effect during 2014.
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b)

Investment in TransAlta’s Sarnia LP, Le Nordais LP, and Ragged Chute LP Assets
It is assumed that the investment in preferred shares tracking SLR amounts are designated as an available-for-sale financial
instrument, carried at fair value through other comprehensive income. For purposes of these pro forma consolidated
financial statements, no change in fair value has been assumed and no statement of other comprehensive income is
presented.
Dividend income was calculated as follows:

Year ended Dec. 31, 2014
SLR adjusted earnings before interest, tax, depreciation and amortization
Management cost allocation

(13,660)

Included capital costs

(20,504)

Decommissioning and reclamation costs settled
Pro Forma dividend income from investment in preferred shares tracking adjusted SLR
amount

ii)

i

(2,255)

Deemed cash income taxes

i)

Notes

91,247
5,113

Asset optimization fee

(4)

Pro Forma

(1,561)
58,380

ii

Allocated management costs were removed from the dividend calculation, and the 2015 incremental $5 million annual
management fee was added to operations, maintenance and administration expense of the Corporation.
The apportionment of the dividend income from the investment in preferred shares tracking adjusted SLR amount was
$50,275 from Sarnia LP, and $8,105 from Le Nordais LP and Ragged Chute LP Assets.

Net interest expense
The incremental interest expense on the convertible debentures issued as part of the Transaction has been included in net
interest expense.

(5)

Income taxes
a)

Investment in TransAlta’s Australian Assets

Considering fiscal rules and positions in place at the Transaction date, it is assumed that pro forma adjustments in the form of
dividend income would have generated no additional income taxes to the Corporation during 2014. Fee income from guarantee of
TEA obligations has been assumed taxable at the Corporation’s deferred tax rate of 27 per cent. Considering deductions
available to the Corporation, it has been assumed this income tax charge could be deferred. Interest income has been assumed
to be subject to a 10 per cent withholding tax.
b)

Investment in TransAlta’s Sarnia LP, Le Nordais LP, and Ragged Chute LP Assets

Considering fiscal rules and positions in place at the Transaction date, it is assumed that pro forma adjustments in the form of
dividend income would have generated no additional income taxes to the Corporation during 2014. The incremental management
fee expense and net interest expense have been assumed deductible at the Corporation’s deferred tax rate of 27 per cent.
Considering deductions available to the Corporation, it has been assumed this income tax recovery would be deferred.

C-52

Unaudited Pro Forma Consolidated Financial Information of

TransAlta Renewables Inc.
As at and for the period ended Sept. 30, 2015
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UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL INFORMATION
The following unaudited pro forma consolidated financial information has been derived from the Condensed Consolidated Financial
Statements for the period ended Sept. 30, 2015. The unaudited pro forma financial information has been adjusted to illustrate the
effect of the Transaction and the Offering as they both occurred on Sept. 30, 2015 for the purposes of the pro forma statement of
financial position and December 31, 2014 for the purposes of the pro forma statement of earnings for the period ended Sept. 30, 2015.
The pro forma statement of earnings has been adjusted further to illustrate the effect of the Australian Acquisition with an assumed
December 31, 2014 acquisition date, as opposed to the actual May 7, 2015. The pro forma adjustments are based on the best
information available to management and certain assumptions that management believes are reasonable under the circumstances.
The assumptions underlying the pro forma adjustments are described in the accompanying notes, which should be read in conjunction
with these unaudited pro forma financial statements.
The unaudited pro forma consolidated financial information is presented for illustrative and informative purposes only and is not
intended to represent or be indicative of what the results of operations or financial position would have been had the Transaction and
the Offering, as well as the completion of the Australian Acquisition, actually occurred on the dates indicated. The unaudited pro forma
consolidated financial information should be read in conjunction with the information contained in this prospectus and in the
Corporation’s Condensed Consolidated Financial Statements for the period ended Sept. 30, 2015. The unaudited pro forma
consolidated financial information has been prepared in accordance with the measurement and recognition principles of IFRS.
The Condensed Consolidated Financial Statements for the period ended Sept. 30, 2015 have been adjusted in the pro forma financial
statements to give effect to the Transaction and the Offering, as well as completion of the Australian Acquisition. In management’s
opinion, all material adjustments necessary to present fairly the pro forma consolidated financial information have been made. The
unaudited pro forma consolidated financial information is presented for informational purposes only and is not necessarily indicative of
what the financial position and results of operations would have been had the completion of the Transaction and the Offering, as well
as the completion of the Australian Acquisition, occurred on the dates indicated, nor does it purport to be indicative of the financial
position as of any future date or results of operations for any future period. Actual adjustments will differ from the pro forma
adjustments. The unaudited pro forma consolidated statement of earnings does not reflect any non-recurring charges directly related
to the Offering and Australian Acquisition that have already been incurred or will be incurred upon closing of the Offering and
Australian Acquisition. The unaudited pro forma consolidated financial information should not be considered representative of the
Company’s future results of operations or financial position.
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UNAUDITED PRO FORMA CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(in thousands CAD$)

Historical
13,940
40,436
4,964
458
440

As at Sept. 30, 2015
Cash and cash equivalents
Accounts receivable
Prepaid expenses
Risk management assets
Income taxes receivable

60,238
Property, plant, and equipment
Cost
Accumulated depreciation

2,019,591
(427,024)
1,592,567

Intangible assets
Other assets
Investments in subsidiaries of TransAlta
Deferred income tax assets
Total assets

93,179
3,343
1,466,069
31,594
3,246,990

Accounts payable and accrued liabilities
Risk management liabilities
Dividends payable
Current portion of deferred revenues
Current portion of long-term debt

18,525
6,587
26,711
425
286,286
338,534
475,529
233,612
13,240
6,234
207,428
12,351
1,286,928

Long-term debt
Class B shares liability
Convertible debentures
Decommissioning provisions
Deferred revenues
Deferred income tax liabilities
Risk management liabilities
Total liabilities
Equity
Common shares
Deficit
Accumulated other comprehensive income
Equity attributable to shareholders
Non-controlling interest
Total equity
Total liabilities and equity

2,152,505
(235,907)
6,910
1,923,508
36,554
1,960,062
3,246,990

See accompanying notes.
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Transaction
and Offering
(8,500)

(8,500)

-

540,000
2,295
533,795

-

215,000

215,000
318,795

318,795
318,795
533,795

Pro forma
5,440
40,436
4,964
458
440

Notes

1

51,738
2,019,591
(427,024)
1,592,567
93,179
3,343
2,006,069
33,889
3,780,785
18,525
6,587
26,711
425
286,286
338,534
475,529
233,612
215,000
13,240
6,234
207,428
12,351
1,501,928
2,471,300
(235,907)
6,910
2,242,303
36,554
2,278,857
3,780,785

1
1

1

1

UNAUDITED PRO FORMA CONSOLIDATED STATEMENT OF EARNINGS
(in thousands CAD$)

For the 9 months ended Sept. 30, 2015
Revenues

Historical

Investment
income Australia

Investment
income - SLR

Pro Forma

125,243

125,243

Government incentives

13,725

13,725

Lease revenue

21,719

Total revenue
Royalties and other costs

160,687

Gross margin
Operations, maintenance, and administration

151,505

Depreciation and amortization
Taxes, other than income taxes
Insurance recovery
Operating income (loss)
Finance income related to subsidiaries of TransAlta
Net interest expense
Change in fair value of Class B shares

21,719
-

-

160,687

-

-

151,505

3,750

39,214

9,182

9,182

35,464
56,144

56,144

5,440

5,440

(293)
-

49,927

38,292

(26,899)

(3,750)

51,000

52,227

140,446

(7,236)

(34,135)

43,431

-

43,431

(13,991)

-

(13,991)

Earnings before income taxes

107,218

38,292

41,241

186,751

1,712

1,051

Deferred income tax expense (recovery)

15,663

1,884

(2,966)

14,581

Net earnings

89,843

35,357

44,207

169,407

Net earnings attributable to:
Common shareholders

87,472

35,357

44,207

167,036

35,357

44,207

169,407

Non-controlling interest

2,763

2,371
89,843

See accompanying notes.
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2

(293)

54,750

Foreign exchange loss
Current income tax expense

Notes

2,371

2
3
2
2
4
4

NOTES TO UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL INFORMATION
(in thousands of CAD$, unless otherwise noted)
Adjustments to the statement of Financial Position
(1)

Investments in subsidiaries of TransAlta
The pro forma adjustments are comprised of the investment in tracking preferred shares related to Sarnia LP, Le Nordais LP, and
Ragged Chute LP (SLR), assuming values equal to those in the current Transaction and without the exercise of the overallotment option.
Common share consideration issued is net of estimated issue costs of $8.5 million ($6.2 million net of tax).
As part of the investment, the Corporation plans to issue a $215 million convertible debenture to TransAlta with a maturity date of
Dec. 21, 2020. The debenture bears interest at 4.5 per cent per annum and payable semi-annually. On maturity, TransAlta can
elect to convert the debentures to common shares at a conversion price equal to 135 per cent of the closing price of the common
shares on the TSX on the date of issuance of the convertible debenture, which may be adjusted upon the occurrence of certain
events prior to the maturity date. The Corporation has assumed the fair value of the liability component of this compound
instrument to be equal to its nominal amount, and accordingly, no value was assigned to the equity conversion feature.

Adjustments to the Statement of Earnings
Pro forma adjustments to the Statement of Earnings have been made assuming a December 31, 2014 Transaction date.
(2)

Finance Income related to subsidiaries of TransAlta
a)

Investment in TransAlta’s Australian Assets

No change in value of class B shares has been assumed for the period from January 1, 2015 to May 6, 2015. Class B shares
otherwise fluctuate in value based on changes in value of common shares, and on variations in South Hedland construction costs
against target.
Pro forma adjustments to income from investments in subsidiaries of TransAlta are comprised of the following:

Period from January 1, 2015 to May 6, 2015
Interest income from investment in mandatorily redeemable preferred shares of TEA

Pro Forma

Notes

10,509

I

6,977

II

Dividend income from investment in preferred shares tracking adjusted TEA amount

20,806

III

Pro Forma adjustment to finance income related to subsidiaries of TransAlta

38,292

Fee income from guarantee of TEA obligations

I)

Interest income from investment in mandatorily redeemable preferred shares of TEA
Mandatorily redeemable preferred shares are designated as loan receivable and carried at amortized cost. Accordingly,
dividends received therefrom are characterized as interest.
Interest income for pro forma purposes represents the amount of interest that mandatorily redeemable preferred shares
purchased on the Transaction date are expected to generate over the period, with conversion to Canadian Dollars
performed applying the 2015 hedge rate in place with TransAlta of CAD$0.98 per AUD.
No change in foreign exchange rate was assumed for the period from January 1, 2015 to May 6, 2015. Mandatory
redeemable preferred shares otherwise fluctuate in value based on changes in value of the AUD compared to the CAD.

II)

Fee income from guarantee of TEA obligations
Fee income was assumed to be earned as accrued by TEA over the period, applying the 2015 hedge rates in place with
TransAlta of CAD$0.98 per AUD and CAD$1.24 per USD.
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III)

Dividend income from investment in preferred shares tracking adjusted TEA amount
The investment in preferred shares tracking TEA amounts are designated as an available-for-sale financial instrument,
carried at fair value through other comprehensive income. For purposes of these pro forma consolidated financial
statements, no change in fair value has been assumed and no statement of other comprehensive income is presented.
Dividend income was calculated as follows:
Period from January 1, 2015 to May 6, 2015
TEA adjusted earnings before interest, tax, depreciation and amortization
Adjusted cash interest expense
Cash net other finance costs, including costs of guarantee

Pro Forma

i

(10,501)

ii

(7,010)

Adjusted cash income taxes

-

Included capital costs

USD currency adjustment
Pro Forma dividend income from investment in preferred shares tracking adjusted TEA
amount

iv)
v)
vi)
vii)

v

409

v, vi

80

vii

(265)

vii

AUD currency adjustment

iii)

iv

20,582

Management fee adjustment

ii)

iii

(514)

CAD equivalent of the TEA amount

i)

Notes

38,607

20,806

TEA earnings before interest, tax, depreciation and amortization have been further adjusted to exclude the effects
of financing charges, amortization of deferred revenue, decommissioning obligation accretion and gains and
losses on sale of assets, but include cash payments on finance lease receivable.
Cash interest expense of TEA was adjusted to reflect interest that would have been paid on the above-noted
mandatorily redeemable preferred shares, had they been outstanding for the period, instead of interest that was
actually paid on balances outstanding during the year.
Cash income taxes paid adjusted to nil as a result of deductions made available through refinancing of TEA as
part of the Australian Acquisition.
Included capital of TEA excludes growth spend as well as the effects of related derivative financial instruments.
Components of the TEA amount and the management fee adjustment have been calculated using the average
exchange rate of CAD$0.97 per AUD and CAD$1.23 per USD.
The management fee adjustment was calculated assuming the 2015 annual AUD$6.0 million Fixed Fee was in
place during the 2015 adjustment period.
Foreign currency adjustments have been calculated assuming the 2015 hedge rate guarantee provided by
TransAlta was in effect during the 2015 adjustment period.

b)

Investment in TransAlta’s Sarnia LP, Le Nordais LP, and Ragged Chute LP Assets

I)

Dividend income from investment in preferred shares tracking adjusted SLR amount
It is assumed that the investment in preferred shares tracking SLR amounts are designated as an available-for-sale financial
instrument, carried at fair value through other comprehensive income. For purposes of these pro forma consolidated
financial statements, no change in fair value has been assumed and no statement of other comprehensive income is
presented.
Dividend income was calculated as follows:
9 months ended Sept. 30, 2015
SLR adjusted earnings before interest, tax, depreciation and amortization
Management cost allocation
Asset optimization fee

70,228

i

4,490

ii

(8,036)

Included capital costs

(11,454)

Decommissioning and reclamation
Pro Forma dividend income from investment in preferred shares tracking adjusted SLR
amount

iii)

Notes

(1,706)

Deemed cash income taxes

i)
ii)

Pro Forma

(1,295)
52,227

iii

Adjusted primarily for changes in provisions.
The management cost allocation adjustment was calculated assuming a pro rata portion of the 2015 annual
CAD$5.0 million Fixed Fee.
The apportionment of the dividend income from the investment in preferred shares tracking adjusted SLR amount was
$45,429 from Sarnia LP, and $6,798 from Le Nordais LP and Ragged Chute LP Assets.
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(3)

Net interest expense
The incremental interest expense on the convertible debentures issued as part of the Transaction has been included in net
interest expense.

(4)

Income taxes
a)

Investment in TransAlta’s Australian Assets

Considering fiscal rules and positions in place at the Transaction date, it is assumed that pro forma adjustments in the form of
dividend income would have generated no additional income taxes to the Corporation during 2015. Fee income from guarantee of
TEA obligations has been assumed taxable at the Corporation’s deferred tax rate of 27 per cent. Considering deductions
available to the Corporation, it has been assumed this income tax charge could be deferred. Interest income has been assumed
to be subject to a 10 per cent withholding tax.
b)

Investment in TransAlta’s Sarnia LP, Le Nordais LP, and Ragged Chute LP Assets

Considering fiscal rules and positions in place at the Transaction date, it is assumed that pro forma adjustments in the form of
dividend income would have generated no additional income taxes to the Corporation during 2015. The incremental management
fee expense and net interest expense have been assumed deductible at the Corporation’s deferred tax rate of 27 per cent.
Considering deductions available to the Corporation, it has been assumed this income tax recovery would be deferred.
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APPENDIX "D"
CONSENTS
1. Moelis & Company LLC ....................................................................................................................... D-2

D-1
TransAlta Renewables Inc. 2015 Management Proxy Circular

CONSENT OF MOELIS & COMPANY LLC
Dated: December 4, 2015
Ɍɨ:

The Special Committee of the Board of Directors of TransAlta Renewables Inc. (the "Company")

We refer to the formal valuation and fairness opinion dated November 18, 2015 (the "Formal Valuation"),
which we prepared solely for the information of the Special Committee of the Board of Directors of the
Company in connection with the acquisition by the Company of an economic interest in and based on the
cash flows from certain Canadian assets broadly equal to the underlying net distributable profits of certain
subsidiaries of TEC Limited Partnership. The Formal Valuation was given as at November 18, 2015 and
remains subject to the analyses, assumptions, limitations and qualifications contained therein. In
providing our consent, we do not intend that any persons other than the Special Committee of the Board
of Directors of the Company shall be entitled to rely on the Formal Valuation.
We consent to the filing of the Formal Valuation with the securities regulatory authority in each of the
provinces of Canada and the inclusion of the Formal Valuation in the management information circular of
the Company, dated December 4, 2015 (the "Circular"). We also consent to the references to our firm
name and a summary of the Formal Valuation in the Circular.
MOELIS & COMPANY LLC

Per:

(signed) “Moelis & Company LLC”
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SOLICITATION OF PROXIES
Solicitation of proxies will be by telephone, facsimile, electronic mail or oral communication by
officers of the Company.
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