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Capital Power Corp.  

– Set to Capitalize on Carbon Capture Technology 
 

Capital Power Corporation (TSX: CPX) operates a diversified portfolio of power generating facilities located 
in Canada (approx. 70%) and the United States (30%). Power is generated from both thermal and renewable 
sources; however, the company aspires to achieve carbon neutrality by 2050. To reach its lofty goals, CPX is 
focusing on developing innovative technologies that extend well beyond wind and solar alone.  
 
Thermal power generating facilities, which includes natural gas fired turbines, produce a carbon footprint 
that is largely unavoidable. To offset this the company is committed to investing in technologies like carbon 
capture and sequestration. CPX has invested over C$40 million in carbon capture research. Recognizing that 
reducing carbon emissions in not a single solution problem, the company believes that a mix of solutions that 
combines renewables, carbon capture, emissions reducing technologies, and higher efficiency is the optimal 
course to long term sustainability. 
 
Carbon capture, utilization, and storage (CCUS) is at the forefront. In simple terms, CCUS involves the capture 
of carbon dioxide (CO2) that is created during the fossil fuel combustion process. Once captured, CO2 can be 
physically transported by pipeline or ship and deployed as a resource for other industrial uses or buried 
underground. Thus, the removal of carbon from the atmosphere is achievable and capable of generating 
“negative emissions”. As governments around the world increase their efforts to battle climate change, CCUS 
is seeing a significant rise in capital allocation, research, and deployment.      
 
Capital Power released Q1/2021 numbers on April 30 and results exceeded expectations. EBITDA was 29% 
higher compared to 2020 as a February cold snap let to elevated demand and strong pricing in Q1. Regarding 
the renewables portfolio, development and construction of seven new projects are on budget and on time. 
Commercial operations are scheduled to begin in the first quarter of 2022. The company also reported that 
the repowering of the Genesee 1 and 2 facilities, which are being converted to natural gas fired turbines from 
coal, is targeted for late 2023 and 2024, respectively.     
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CPX also reported on CO2 reduction initiatives that are currently underway. The Genesee Carbon Conversion 
Center is expected to be operational by mid-2022. The first phase of this C$ 1.6 billion project will apply CCUS 
technologies at Genesee 1 and 2. This initiative should deliver 3 million tonnes of carbon emission reductions 
per year; viewed as a significant amount. Well documented in the news of late is our government’s urgent 
desire to significantly reduce carbon emissions by 2030. As the cost of carbon will surely rise, so too will 
government commitments to incentivizing carbon capture and storage.  
 
The Biden and Trudeau administrations are signaling an aggressive approach to carbon reduction and this will 
be extremely supportive of CCUS. Bottom line: government will continue to throw cash at carbon reduction 
and the development of renewable energy sources. In our opinion, a win-win for Capital Power. The company 
has a market capitalization of C$ 4.4 billion and currently pays an attractive monthly dividend of C$0.5125 
per share (5.13% yield). Following the earnings release the stock closed at an all-time high of C$39.19 on the 
TSX. The Palos Income Fund LP and the Palos Equity Income Fund have held shares in CPX since June 2019. 
 
 
Follow us on LinkedIn: 

   
 

https://www.linkedin.com/company/palos-management-inc./
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Chart 1: Palos Domestic Funds versus Benchmarks (Total Returns) 1 FundServ NAVPS YTD Returns 

Palos Income Fund L.P. PAL100 $9.56 

 

12.43% 

Palos Equity Income Fund - RRSP  PAL101 $7.09 12.37% 

Palos Merchant Fund L.P. (Dec 31, 2020)
 2
 PAL500 $1.35  -21.15% 

Palos WP Growth Fund - RRSP PAL210 $23.62 52.61% 

Palos-Mitchell Alpha Fund
 3
 PAL300 $11.84 13.76% 

S&P TSX Composite (Total Return with dividends reinvested)   10.64% 

S&P 500 (Total Return with dividends reinvested)   11.83% 

S&P TSX Venture (Total Return with dividends reinvested)   9.17% 

Chart 2: Market Data 1   Value 

US Government 10-Year   1.63% 

Canadian Government 10-Year   1.55% 

Crude Oil Spot   US $63.58 

Gold Spot   US $1767.70 

US Gov't10-Year/Moody BAA Corp. Spread   199 bps 

USD/CAD Exchange Rate Spot   US $0.8137 

1
 Period ending April 30, 2021. Data extracted from Bloomberg 

2
 Fund is priced annually 

3
 Fund is priced weekly on Tuesdays 
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Disclaimer: 

This publication is proprietary to Palos Management Inc. (along with its affiliate Palos Wealth Management Inc., “Palos”). This publication may 
be copied, downloaded, stored in a retrieval system, further transmitted, reproduced, disseminated, and/or transferred, in any form or by any 
means, but only as long as it is unaltered and attributed to Palos. This publication and its contents may not be sold or licensed without Palos’ 
written permission. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no 
representation or warranty, express or implied, is made or implied regarding accuracy or completeness. The information provided does not 
constitute investment advice and it should not be relied upon on as such. If you have received this communication in error, please notify us 
immediately by electronic mail or telephone. This document may contain certain forward-looking statements that are not guarantees of future 
performance and future results could be materially different. Past performance is not a guarantee of future performance. “S&P” is a registered 
trademark of Standard and Poor’s Financial Services LLC. “TSX” is a registered trademark of TSX Inc. The Bloomberg USD High Yield Corporate 
Bond Index is a rules-based, market value weighted index engineered to measure publicly issued noninvestment grade USD fixed rate, taxable, 
corporate bonds. To be included in the index a security must have a minimum par amount of 250MM.  
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